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ABOUT US
—

Balfour Beatty is a leading international infrastructure group with 25,000 employees
driving the delivery of powerful new solutions, shaping thinking, creating skylines
and inspiring a new generation of talent to be the change-makers of tomorrow.

We finance, develop, build, maintain and operate the increasingly complex and
critical infrastructure that supports national economies and deliver projects at

the heart of local communities.

Innovation everywhere

Across Balfour Beatty, we are harnessing the power of digital and cutting-edge
technology to drive productivity, improve safety and develop sustainable solutions.
Look out for this icon in the report to read about our best innovations which are
helping to transform the infrastructure and construction industry.

Infrastructure
opportunities

Our chosen markets show strong
underlying drivers and continue to deliver
significant opportunities to the Group.

Positive outlook for the UK

The infrastructure market outlook is positive and is
boosted by the Infrastructure and Projects Authority's
£650bn pipeline, providing the highest levels of
investment in decades.

Strong infrastructure stimulus in the US
Driven by the US$1.2 trillion Infrastructure Investment &
Jobs Act, infrastructure growth in the US will experience
a significant boost in Balfour Beatty's chosen states.

Stable spend in Hong Kong

The outlook is positive, supported by the Government’s
plan to increase land supply, speed up railway development
projects and rehabilitate the city's ageing buildings.

FIND OUT MORE

READ OUR MARKET REVIEW p1 6

Infrastructure
expertise

Better, faster, greener through
modern methods of construction

=5

Towards a zero carbon
construction site

[2]p44

FRONT COVER: Jay Saddington, Survey & Product Communications Support
and Kasia Renc, Graduate Digital Project Delivery Engineer, with Balfour
Beatty's robotic dog ‘Spot’ which documents construction progress using
autonomous 3D data capture on site.




FINANCIAL PERFORMANCE CONTENTS

The Group has presented financial performance measures which are considered
most relevant to the Group and used to manage the Group's performance.
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STRATEGIC REPORT

measures are provided on pages 73 and 79. Financial performance 1
Balfour Beatty at a glance 2

@ UNDERLYING REVENUE! £m @ UNDERLYING PROFIT FROM Group Chair's introduction 4
OPERATIONS (PFO) £m Group Chief Executive's review 8

Business model 12

Capability showcase:
A breadth of in-house capability 14

Market review 16
Our strategy: Build to Last 24
Stakeholder value 26

Modern methods of
construction showcase:

Better, faster, greener 30
18 19 20 21 22 18 19 20 21 22 Operational review
Construction Services 32
© UNDERLYING EARNINGS PER @ ORDER BOOK' Support Services 38
SHARE (BAs|c) Pence £bn Infrastructure Investments 40
Directors’ valuation of the
Investments portfolio 42
g Sustainability showcase:
Towards a zero carbon
~ construction site 44
o ° =2 Health, safety and wellbeing 46
B Ethics and compliance 52
s Tax strategy 54
Sustainability 55
18 19 20 21 22 18 19 20 21 22 Our people 64
@ NET CASH STATUTORY NET CASH/ My Contribution 70
fm (BORROWINGS) £m Non-financial information statement 72
Measuring our financial performance 73
Chief Financial Officer's review 80
2 Risk management 84
Viability statement 97
Climate change and Task Force on
o Climate-related Financial Disclosures
g (TCFD) 98
—

>l e

18 19 20 21 22 19 20 21 22

STATUTORY REVENUE STATUTORY PROFIT Board leadership and Cornpany purpose 107
£m FOR THE YEAR £m Division of responsibilities 122
Composition, succession
and evaluation 126
Nomination Committee 130
Safety and Sustainability Committee 134
Audit and Risk Committee 136
o Remuneration Committee 142
o Directors’ report 168
18 19 20 21 22 18 19 20 21 22
STATUTORY EARNINGS PER DIVIDENDS PER SHARE
SHARE (BASIC) Pence Pence Independent auditor’s report m

Financial statements 179
Notes to the financial statements 187

OTHER INFORMATION

Unaudited Group five-year summary 253
Shareholder information 254

18 19 20 21 22 18 19 20 21 22
KEY @ Performance measures

Statutory measures

1 Including share of joint ventures and associates, before non-underlying items.

Balfour Beatty plc Annual Report and Accounts 2022 1

yodai aifajensg



BALFOUR BEATTY AT A GLANCE

Our cultural
framework

Our cultural framework
provides a simple and clear
view of our purpose, values
and behaviours under our
Build to Last strategy.

The framework reflects who
we are now as an international
group, who we want to be,
what we value and what
drives the way we work;
always Lean, Expert, Trusted
and Safe, and - if we are to
remain a market leader —
always Sustainable.

OUR PURPOSE

Building New Futures

We are leading the transformation of our industry to meet the challenges of the future. We harness the
power of digital and cutting-edge innovation to redefine the possible and drive productivity. Trusted by
customers to deliver sustainable solutions and strengthen communities, we leave a legacy we are proud
of. Always safe. Always reliable. Always improving lives.

We support each other to deliver and succeed, placing equal value on all perspectives by embracing
diversity and inclusion. Together we deliver powerful new solutions, collaborating with governments, our
customers and partners to shape thinking, create skylines and inspire a new generation of talent to be the
change-makers of tomorrow. Balfour Beatty: Building New Futures.

OUR STRATEGY

Build to Last

Build to Last is our strategy for continuous improvement.
It's fundamental to how we're building a market leading Balfour Trusted
Beatty for the next 100 years. It's our platform for sustainable
growth, productivity, inclusive talent — all ensuring the best
capability to deliver on our promises and our enduring
commitment to Zero Harm.

Sustainable

p24

OUR VALUES

The norms and beliefs that drive the way we work and how we measure ourselves.

LEAN EXPERT TRUSTED SAFE SUSTAINABLE
024

SCAN FOR MORE OUR BEHAVIOURS
INFORMATION ON OUR Reflect the things we will do to consistently deliver to the standard set out in our values.
CULTURAL FRAMEWORK

TALK COLLABORATE ENCOURAGE MAKE A VALUE

POSITIVELY RELENTLESSLY CONSTANTLY DIFFERENCE EVERYONE
Group highlights
UNDERLYING REVENUE! NUMBER OF EMPLOYEES
GROUP ORDER BOOK!

£8,931Im

UNDERLYING PROFIT
BEFORE TAX

£291m

1 Including share of joint ventures and associates.

25,000

DIRECTORS’ VALUATION
INVESTMENTS PORTFOLIO

£1.3bn

£17.4bn

United States

£6.0bn

United Kingdom

£8.5bn

® Hong Kong

£2.9bn

2 Balfour Beatty plc Annual Report and Accounts 2022



Our divisions

CONSTRUCTION
SERVICES

Hong Kong: A-grade office building
in Causeway Bay, Mandarin Oriental
Hotel Group.

SUPPORT
SERVICES

UK: London Underground
Piccadilly line upgrade.

INFRASTRUCTURE
INVESTMENTS
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US: Automated People Mover, Los Angeles
International Airport.

Expert capabilities
Balfour Beatty benefits
significantly from a broad set

of complementary capabilities
across the Group.

> Our Construction Services
businesses operate across
infrastructure and buildings
markets in the UK, the US and
in joint venture in Hong Kong

> Their capabilities include
civil engineering, building,
ground engineering, M&E,
refurbishment, fit-out and
rail engineering

> Our Support Services
businesses operate principally

in the UK, designing, upgrading,

managing and maintaining
critical national infrastructure

> Their capabilities include
electricity networks, rail
and highways

> Our Infrastructure Investments
business develops and
finances both public and
private infrastructure projects
in the UK and the US

> It operates and maintains
infrastructure projects
and a portfolio of military
and multi-family housing,
and student accommodation

assets
Selective bidding ORDER BOOK' ORDER BOOK' DIRECTORS’ VALUATION
for contracts

Our stringent gated lifecycle
process allows us to carefully
control our project portfolio
on an ongoing basis.

£15.0bn

£2.4bn

£1.3bn

Financial
performance

REVENUE'

£7482m

UNDERLYING PROFIT
FROM OPERATIONS

£149m

STATUTORY PROFIT
FROM OPERATIONS

£150m

REVENUE'

£989m

UNDERLYING PROFIT
FROM OPERATIONS

£83m

STATUTORY PROFIT
FROM OPERATIONS

£83m

REVENUE'

£460m

UNDERLYING
PROFIT BEFORE TAX

£105m

STATUTORY PROFIT
BEFORE TAX

£100m

FIND OUT MORE
READ THE OPERATIONAL REVIEW

[+]p32

1 Including share of joint ventures and associates.

[+]p38

p40
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GROUP CHAIR'S INTRODUCTION

Continuing to
go from strength
0 strength

Charles Allen, Lord Allen Dear Shareholder
of Kensington, CBE ’

Non-executive Group Chair As | reflect on my first full year as Chair, and

look ahead to the next, | am reminded of the
words | wrote last year. | remarked then
how impressed | had been on entering the

j)ﬁ business, to witness the scale of Balfour Beatty's
F : capabilities — the complexity and critical
Z nature of the inspiring projects it undertakes,

the ingenuity of the Balfour Beatty workforce
and the resilience and dedication they show
as they live our values. 2022 has brought
home to me the truth of those initial reflections
as the Company continues to go from strength
to strength. Having now visited over 100 projects
across the business, | remain immensely
proud of what Balfour Beatty achieves every
day for all stakeholders.

When | visit a site, | take time to talk with
colleagues and listen to their views. What
comes across really strongly is their pride in
the projects they are working on, their loyalty
to and, for many, their length of service with

Balfour Beatty. Led by d Strong
During 2022, the Group regained momentum management team,

as it moved further away from the significant
impacts of COVID-19. Led by a strong Balfour Beatty

management team, Balfour Beatty continues Continues 10 deliver

to deliver strong financial performance with

an eln‘hancedl focu_s on positioning for growth Strong flnanual
in critical national infrastructure. performance Wlth

The Board was delighted that Group Chief an enhanced fOCUS

Executive Leo Quinn was recognised at

London Build’s inaugural awards ceremony on pOSitioning
for Outstanding Industry Leadership.

The award is testament to his leadership for grOWth In

of the industry as well as Balfour Beatty's Critical national
transformation under the Build to Last

strategy over the last seven years. InfraStrUCture"

L}
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Board developments

We continue to evolve the Board to ensure
that it has the right balance of knowledge,
experience and outside-in perspective. We
welcomed Louise Hardy as a non-executive
Director in April 2022. Louise brings with her
over thirty years of business and leadership
experience in the construction and infrastructure
industry and is a strong addition to the Board.

Prioritising health, safety

and wellbeing

Health, safety and wellbeing is paramount for
Balfour Beatty. The Group's focus remains
uncompromising, guided by a Zero Harm
approach that has delivered a downward
trend since 2014 in both our lost time injury
and major injury rates.

The Board's Safety and Sustainability Committee
reviews the Health, Safety and Environment
strategy, monitors progress and ensures
accountability across the Group’s operations.
The Committee ensures that Balfour Beatty
is never complacent and continues to work
proactively to strengthen the Zero Harm approach.

While the number of health and safety incidents
in 2022 remains low, we continue to work
vigilantly to prevent all incidents.

Balfour Beatty's 2022 performance is
underpinned by a strong health and safety
culture which has seen observations reach
their highest rate ever of 4.0 per 1,000 hours
worked, up from 2.99 in 2021, with total
observations raised in 2022 reaching 380,000.
A culture where our workforce is empowered
to share observations means we are learning
lessons, sharing best practice, gathering data,
and improving the odds of preventing
incidents or near misses in the future.

Balfour Beatty's back-to-basics focus has
seen it continue to upskill and support project
and contract supervisors and has included the
launch of initiatives such as the Supervisor
Task and Finish Forum to enable continuous
learning from and development of health and
safety critical site supervisors.

In 2022 Balfour Beatty launched What3Things?,
a short, digestible summary of three key
measures that must be in place to prevent
each fatal risk — providing a quick and easy
prompt for our teams to use (for more detail
see page 49).

Health continues to be given the same
importance as safety, with Balfour Beatty
leading the industry through the Health in
Construction Leadership Group and promoting
cross-industry collaboration on health issues.
| am proud of the strong progress Balfour
Beatty has made since 2017 in providing and
promoting the help available for its employees
and supply chain partners on critical issues

Industry-leading innovations on the M25

In 2022, | visited Connect Plus Services' Scratchwood Depot to gain a better understanding
of the contract and to learn about its industry-leading innovations.

The team has developed the Optimatics System to help manage road closures effectively
on one of the busiest motorways in the UK, the M25. The system uses computer algorithms
to create an optimised road space plan which enables the team to review and quickly
re-plan activities to help minimise disruption for road users when factors such as the

weather forecast change.

| also saw a live demonstration of the innovative Automatic Cone Laying Machine, a new
pioneering technology designed to reduce the risks associated with cone laying activities,
improving safety for colleagues working on highways. Find out more about this

industry-leading innovation on page 51.

such as mental health. In 2022, Balfour Beatty
implemented new initiatives such as Make it
Visible, partnering with Ford to launch a new
suicide prevention campaign, as well as
continuing work with Mates in Mind,
supporting their endeavours to create
bespoke mental health support for
apprentices across the industry.

Continued focus on sustainability
The Board gives close consideration to
environmental, social and governance (ESG)
factors when assessing the impact of the
decisions it makes and supports. Balfour
Beatty is committed to acting responsibly
and to having a positive impact on the planet,
the lives of its people and the communities
in which it operates. Balfour Beatty's view

is that this contributes to the long-term
sustainability of the business and its ability
to deliver for its stakeholders.

Balfour Beatty's approach is guided by its
sustainability strategy, Building New Futures,
which includes a firm 2030 target of halving
its 2020 carbon emissions, including Scope 3
emissions, and a 2040 ambition of Going
Beyond Net Zero.

Despite considerable progress in applying
innovative technologies and accessing
renewable energy sources, the Group has
seen an increase in its carbon emissions in
Scopes 1 and 2 in 2022. There are a number
of reasons for this increase; the impact of
global supply chain issues, rising energy
prices and the fallout from COVID-19, which
have reduced opportunities to drive low-carbon
solutions as the Group has sought to keep
costs down for customers and; an increase in
workload involving tunnelling and earthworks,
which are amongst the most carbon intensive
elements of construction.

Balfour Beatty plc Annual Report and Accounts 2022 5
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GROUP CHAIR'S INTRODUCTION CONTINUED

Continued focus on sustainability

continued

With seven years remaining before the 2030
target, Balfour Beatty's intention is to accelerate
progress, ensuring that sustainability is built
into every day operations, and that the
business is making the right corporate, social
and environmental choices. The steps the
business needs to take to achieve this have
been identified and integrated into its
business plans.

Balfour Beatty's sustainability strategy
commits the Group to take a holistic approach
and consider the long-term impacts of the
decisions it makes. Rather than using
transitional options such as hydrotreated
vegetable oil (HVO), which run the risk of
creating a worse environmental issue than
they aim to solve, the Group is committed to
phasing out diesel and other fossil fuels by
using renewable and other low carbon
sources. | am proud that Balfour Beatty has
the courage to show leadership and make
decisions such as this.

| am pleased to report that the social value
the Group delivers to society continues to
increase and that it made significant progress
towards its ambition to Positively Impact
More than 1 million People by 2040. This area
of Balfour Beatty's work goes from strength
to strength as it boosts local economies
around its projects in all of its geographies.

A principles-led Code of Ethics
The Board takes its role in overseeing Balfour
Beatty's ethics and compliance very seriously.
To strengthen its approach, in 2022 Balfour
Beatty evolved its rules-based Code of
Conduct into a principles-led Code of Ethics: a
framework providing clear direction on the
standards, values and expectations that guide
the behaviours of all its employees and supply
chain partners in the UK and US. Rooted in
the values set out in Balfour Beatty’s cultural

Balfour Beatty

Doing the

Right

Thing

CODE«
ETHICS

6 Balfour Beatty plc Annual Report and Accounts 2022

framework, the intention is that the Code of
Ethics empowers employees and supply chain
partners to do the right thing; from prioritising
health, safety and wellbeing, to standing
against bribery and corruption, supporting
human rights, and fostering inclusion and
respect. | was heartened to see in the 2022
employee engagement survey that 96% of
responders in the UK and US said that they
were familiar with the Code of Ethics,
following a multi-channel communication
campaign and learning programme.

Building a skilled, diverse and

inclusive workforce

Talent is a key focus for the Board. Balfour
Beatty's people are at the heart of everything
the Group does and achieves. Having the
right people with the right skills, at the right
time, is a priority. During 2022 we continued
to monitor and track Balfour Beatty's talent
development programmes, with a focus on
ensuring that the Group has the right capabilities
for the future and a strong, diverse succession
pipeline across leadership positions.

In 2022, as further recognition of the Group's
ongoing commitment to creating lifelong
careers, Balfour Beatty's Gold accredited
membership of The 5% Club — an employer-
led organisation committed to ‘earn and learn’
opportunities for employees — was renewed.
At December 2022, 6.5% of our UK
workforce comprised apprentices,

graduates and sponsored students in

‘earn and learn’ positions.

77% of employees responded to the annual
Group engagement survey (up from 65% in
2021) and the Group engagement score was
80%, up from 76% in 2021. In such volatile
times, it is important that the Group continues
to maintain these levels of engagement,
ensuring a two-way conversation and
enabling employees to achieve their career
and development goals.

TO FIND OUT MORE
ABOUT OUR NEW
CODE OFETHICS,
SEE PAGE 52

The Board is committed to ensuring that
Balfour Beatty has a supportive, diverse and
inclusive culture and working environment
where all colleagues feel they belong, with
diverse representation across all levels. This
is an area that | am deeply committed to and
so | am pleased to see progress being made.
Key developments in 2022 included the
launch of a new set of 2030 UK Diversity &
Inclusion targets to accelerate the pace of
change; and strengthened family friendly
policies, available to all UK colleagues to
make sure they feel supported through
important life events.

In the US, colleagues hosted their third
Together Allies conference dedicated to
improving Diversity, Equity and Inclusion
(DE&). The virtual summit included a series
of panel discussions and keynote speakers on
the positive impact that DE&l initiatives

have on operational improvement and
advancement, helping to foster Balfour
Beatty's people-first culture.

| was delighted to see that, in the 2022
employee engagement survey, 86% of
people across the UK and US agreed that the
Company culture is inclusive to everyone,
regardless of difference, up from 83% in
2021, showing that the business continues
to make progress in this important area.

Delivering a multi-year capital

allocation framework

Balfour Beatty is in the third year of delivering
a multi-year capital allocation framework and
is increasingly confident of delivering significant
future capital returns. This is evidenced by the
announcement of an additional £150m share
buyback programme for 2023. The Board is
also recommending a final dividend of 7.0
pence per share, giving a total recommended
dividend of 10.5 pence per share for the year.

The Board is pleased the Company was in the
top decile for FTSE 250 share price
performance for 2022.

Key developments
in 2022 included
the launch of a
new set of 2030
UK Diversity &
Inclusion targets to
accelerate the
pace of change.”



Looking ahead

At the time of writing, we know there will
continue to be many challenges ahead due
to the war in Ukraine. The Board continues to
consider and monitor potential risks and
impacts. My thoughts continue to be with all
those impacted by this devastating situation.

For businesses, trading conditions will
undoubtedly remain challenging throughout
2023, as the world continues to grapple with
high energy costs and the related economic
aftershocks and high levels of inflation.
Balfour Beatty has plans in place to mitigate
the worst of the inflationary impacts on

the business.

Balfour Beatty is well positioned with
differentiated capability and leading positions
in growth markets across the UK, US and
Hong Kong — all markets where governments are
making significant investments in infrastructure.
The Group has clear strategic priorities for
growth, an ambitious plan and the resources,
world-class capability and credibility to
pursue them.

As the world continues to tackle climate
change, delivering a global energy system
that can generate affordable, secure,
low-carbon energy is key. In 2022, Balfour
Beatty has taken decisive steps to align
itself to the energy transition and security
market, leveraging its significant capability
and scale to capitalise on the exciting
opportunities ahead.

Against a challenging backdrop, Balfour
Beatty delivered a strong set of results for
2022. This could not have been achieved
without the efforts of its 25,000 people.
Their hard work, ingenuity and integrity have
once again shone through. On behalf of the
Board, | want to thank them for everything
they have done, and continue to do, for
Balfour Beatty. | also want to thank and
acknowledge our shareholders and other
stakeholders for their continued support.

| very much look forward to reporting on our
progress this time next year.

Charles Allen, Lord Allen
of Kensington CBE
Non-executive Group Chair
15 March 2023

The Group has clear
strategic priorities

for growth, an
ambitious plan and
the resources,
world-class capability
and credibility to
pursue them.”

Throughout 2022,

our expert engineers
delivered complex
projects and vital work at
the heart of communities.

SCAN TO WATCH SOME OF
OUR HIGHLIGHTS

Section 172 statement

The Directors take their responsibilities
to stakeholders very seriously.
Throughout 2022, the Board reviewed
existing engagement mechanisms
across each of the Group's key stakeholder
groups. The Board ensures all
complementary and divergent
stakeholder views are understood and
embedded into Board discussions and
the decision-making process. In addition
to having regard to the interests of the
Group's stakeholders, Directors also
consider the impact of the Group's
activities on the communities within
which it operates, the environment, and
the Group’s reputation for high
standards of business conduct.

The Directors seek to act in good faith in
the way most likely to promote the
long-term success of the Company for
the benefit of its shareholders, and to
act fairly between all of its stakeholders.
Through the Board and the Board
Committees, Directors have taken
action to promote and support these
objectives across the Group, details of
which can be found throughout this
Annual Report as set out here:

> the Company’s purpose, values and
behaviours on pages 2 and 24;

> a description of key stakeholder groups
and how the Group has engaged with
stakeholders on pages 26 to 29;

> the range of activities undertaken
across the Group relating to
sustainability matters on pages 55
t0 63;

> details of how high standards of integrity
are maintained on pages 52 and 53;

> the proactive and pragmatic approach of
the Group toward risk on pages 84 to 96;

> the framework of the Company’s
decision making on pages 122 to 125; and

> details of the Company’s governance
processes and practice on pages 107
to 129.

Balfour Beatty plc Annual Report and Accounts 2022
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GROUP CHIEF EXECUTIVE'S REVIEW

A diversified
portfolio delivering

on all

Leo Quinn
Group Chief Executive

8
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fronts

2022 results significantly

ahead of 2021

The Group's continued progress is highlighted
by the increased profitability in 2022, with
underlying profit from operations from the
earnings-based businesses (Construction
Services and Support Services) rising by
28% to £232 million (2021: £181 million).
£208 million of cash was returned to shareholders
during the year (2021: £179 million) through a
combination of dividends and share buybacks,
while average net cash increased to £804
million compared to £671 million in 2021.

Diversified portfolio delivering in

challenging economic conditions
The strong results in 2022 are a testament

to Balfour Beatty's transformation into a
well-balanced and lower risk group. The
diversified portfolio, both geographically in
the UK, US and Hong Kong; and operationally
across Construction Services, Support
Services and Infrastructure Investments, plus
the strength of its balance sheet and cash
management, have provided the resilience
for the Group to deliver results ahead of
expectations through the global instability
seen in 2022.

The Group continues to focus on higher
quality and lower risk opportunities which
utilise its end-to-end capabilities and
large-infrastructure project experience.

At Construction Services, UK Construction
delivered profit within the 2-3% UK industry
standard margin target range, and US
Construction and Gammon have both
produced strong results once again. Support
Services delivered ahead of the 6-8% margin
target range set in 2021, and the Investments
portfolio valuation grew by 17% as the high
levels of inflation and consequent increase

in rental rates in the year benefitted the
valuation of most assets.

The strong results
In 2022 are a
testament to
Balfour Beatty's
transformation into
a well-balanced and
lower risk group.”



Order book growth while

maintaining lower risk profile

The Group's order book has grown by 8% in
the year to £17.4 billion (2021: £16.1 billion).
In the UK, the proportion of the order book
signed on lower risk target-cost or cost-plus
contracts compared to higher risk fixed-price
contracts has significantly increased over the
past four years and now represents 90%.
These lower risk contract structures utilised
in the UK are uncommon in the US, where
the early issuing of subcontracts for buildings
jobs and bonding of the supply chain protects
the Group's US margin. These approaches
are not only prudent to protect against job
specific issues, but also mitigate against
escalating labour and material costs in high
inflationary conditions, such as those faced
in 2022.

There is a significant level of work which the
Group has been awarded but is not yet
contracted (ABNC) and therefore was not
recorded in the year end order book. This
includes the £1.2 billion Lower Thames
Crossing project awarded in January 2023,
the seven-year £297 million contract for
highways maintenance in East Sussex and
the US$222 million Jacksonville International
Airport terminal project in Florida.

Increased Directors’ valuation

independently reviewed

The Directors’ valuation of the Infrastructure
Investments portfolio has grown considerably
in the year from £1.1 billion to £1.3 billion,
resulting from an exchange rate benefit and
a strong correlation with inflation, partially
offset by the disposal of five assets as well
as ongoing project distributions. The half-yearly
review of the methodology and assumptions
used in the Directors’ valuation resulted in
the discount rates used for the UK portfolio
and US military housing being reduced. In
addition, changes were made to the forecast
growth rate, overhead and tax methodology
used for valuing US military housing. The
methodology and assumption changes
resulted in a net £28 million increase in the
value of the portfolio.

Following year end, a third-party valuation
expert independently reviewed the portfolio
and the Directors’ valuation is consistent with
their conclusions.

All disposals made in the year were sold at
above the Directors’ valuation and contributed
to a gain on disposals of £70 million. The
Group continues to invest in new opportunities
(targeting a minimum 2x end to end multiple)
whilst optimising value through the disposal
of further operational assets.

2022 PERFORMANCE

Exceeding
expectations

> Strong performance
across all divisions

> Increase in Directors’
valuation
of Investments
portfolio, correlated
with inflation

Positioning

for growth

> £17.4 billion lower
risk order book

> Unique capabilities
aligned to critical

national

infrastructure

Delivering for
shareholders

> 17% growth in
dividend

> Third consecutive
year of £150 million
share buyback

Well-balanced lower risk Group positioned for future

infrastructure growth

Balfour Beatty’s unique capabilities and the
positive outlook in its chosen markets will
enable it to deliver ongoing profitable

managed growth.”

ABOVE: Leo's site visit to SSEN Transmission's Port Ann to Crossaig overhead line project in Scotland.
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GROUP CHIEF EXECUTIVE'S REVIEW CONTINUED

INNOVATION FOR SUSTAINABILITY

BUS—mas

% 7% e

Mandating sustainable solutions

Balfour Beatty has identified over 130 ways
to reduce its energy consumption, including
use of the EcoNet tool which manages the
power of site compounds by controlling
and reducing the energy output from

key appliances.

In addition, Balfour Beatty has deployed
over 600 EcoSense cabins which boast a
range of sustainable applications and
components including occupier-activated
extractor fan sensors and lower kilowatt
heaters with built-in, self-regulating digital
thermostats. These cabins will reduce

Exciting opportunities in chosen

infrastructure markets

Governments in the Group's three chosen
markets have all committed to driving
post-pandemic economic recovery by
boosting spend on infrastructure and
sustainability. In the 2022 Autumn Statement,
the UK Government reaffirmed its commitment
to the £650 billion National Infrastructure
Strategy (NIS) set out in 2020, but recognised
in March 2023 that the impact of inflation and
supply chain disruption will result in some
transport schemes, including the Road
Investment Strategy and HS2, taking longer
than expected.

This expansion of state-backed infrastructure
provides a positive landscape for the Group.
Given its proven track record of delivering
world-class projects, Balfour Beatty is
particularly well-placed to benefit from the
growing focus on infrastructure which can
enhance GDP, deliver energy security and
mitigate climate change. These requirements
dictate a significant transition in national

10 Balfour Beatty plc Annual Report and Accounts 2022

carbon emissions on site by up to 30%.
EcoNet and EcoSense are two of five
solutions mandated across our UK
business to drive down emissions and
build a more sustainable future. When
combined, EcoNet and EcoSense will
deliver an additional 4,000 to 5,000 tonnes
of CO, savings annually.

R E
SCAN TO WATCH

OURVIDEO & ég

E Rl

energy infrastructure spanning renewable
electricity generation and storage, electric
vehicle charging, smart grids and carbon
capture to hydrogen and nuclear. With its
strong expertise, Balfour Beatty has already
started exploring these opportunities.

Engagement of expert workforce

continues to improve

Attracting and retaining an expert workforce
remains vital to Balfour Beatty. The results of
the annual employee engagement survey
improved for the fifth consecutive year, to
the highest level recorded since the survey
started in 2015. The overall Group engagement
score increased from 76% in 2021 to 80%,
placing Balfour Beatty 6bps above the
industry average and 13bps above companies
of a similar size. Employee satisfaction
remains of utmost importance and is one of
the primary factors which the Group can
influence to maintain its capability.

As part of this, Balfour Beatty always looks to
pay its people fairly and at a competitive rate.
2022 was a particularly challenging time with
the cost-of-living crisis and the Group has
supported its people as appropriate.
Additionally, improvements were made to the
Group’s family policies with enhanced
maternity and paternity leave and a new set
of UK diversity and inclusion targets were
launched. The Group’s commitment to train
the next generation of employees continues
to grow, with 6.5% of the UK workforce at
year-end comprising apprentices, graduate
and sponsored students in ‘earn and learn’
positions, exceeding The 5% Club target.

Zero Harm culture makes

further progress

Health and safety continues to be the top
priority for Balfour Beatty, and a reduction to
0.03 (2021: 0.05) in the Group's major injury
rate across 94 million hours worked (excluding
international joint ventures) represents a
milestone on the Group's journey towards
Zero Harm. A back-to-basics focus in 2022
has helped reduce the Group lost time injury
rate to 0.15. The logging of health and safety
observations is a key part of deepening the
health and safety culture within the Group's
workforce and helps to keep safety front of
mind, so it is particularly encouraging that the
total number of observations made rose
significantly to 380,000 (2021: 297,000).

One of the most impactful health and safety
initiatives in the year was the What3Things?
campaign, which is a practical and accessible
quick reference tool for colleagues to use on
sites. What3Things? is focused on the fatal
risks and what can be done to help eliminate
them. The Group's focus on leveraging digital
solutions is reducing health and safety risks
while improving productivity. During 2022, a
digital permit solution was rolled out to sites
across the UK aimed at improving compliance,
consistency and transparency of the
thousands of permits submitted each year.
This web-based system has not only
enhanced efficiency, but has also reduced
unnecessary pedestrian movement around
sites, making them a safer place to work.

Focus on sustainability intensified
Balfour Beatty’s sustainability strategy,
Building New Futures, was launched in 2020
to improve the Group's approach to environment,
materials and communities by setting firm
2030 targets and longer-term ambitions

for 2040. The 2030 targets set were the
achievement of a science-based carbon
reduction target, a 40% reduction in waste
generated and the delivery of £3 billion in
social value. It also outlines the Group’s 2040
ambitions to go Beyond Net Zero Carbon,

to Generate Zero Waste and to Positively
Impact More than 1 Million People.



Balfour Beatty has
delivered attractive
total cash returns to
shareholders while
maintaining an
appropriate balance
between investment
in the business,

and a strong

capital position.”

BELOW:

Leo’s site visit to HS2's
Old Oak Common station
project in London.

In the year, the UK business delivered
£816 million of social value and 96% of the
Group’s waste was diverted from landfill.

The Group's drive to reduce carbon emissions
continues to deepen, with signs of progress
evident in all business units. These range
from project-wide approaches, such as the
use of modular construction at a 2,000 bed
student hostel project in Hong Kong, to
innovations such as at the A63 road
improvement scheme in Hull, where the
diesel generator powering the offices has
been replaced by a hydrogen fuel cell generator.
Despite the significant and focused efforts of
the Group, carbon emissions have increased
in 2022, as the Group's mix of work in the
year included more tunnelling and earthworks
than in 2021, with these activities being
particularly carbon intensive. Additionally,
the impact of global supply chain issues and
rising energy prices reduced opportunities
to drive low carbon solutions as some
customers have looked to implement cost
efficiencies. This has highlighted that more
progress is required to ensure sustainability
is built into everyday operations and the right
choices are being made to achieve the
targets set out.

Continued delivery of attractive

shareholder returns

Since the introduction of the capital allocation
framework in 2021, Balfour Beatty has delivered
attractive total cash returns to shareholders
while maintaining an appropriate balance
between investment in the business, and a
strong capital position. Given the favourable
outlook, Balfour Beatty is confident of delivering
significant future shareholder returns. As such,
the Board is today recommending a final
dividend of 7.0 pence per share (2021:

6.0 pence), giving a total recommended
dividend for the year of 10.5 pence per share
(2021: 9.0 pence). Additionally, the Company
intends to repurchase £150 million of shares
during the 2023 phase of its multi-year share
buyback programme.

The share buyback programme and
recommended final dividend announced
today will bring the cumulative return to
shareholders since the introduction in 2021
of the multi-year capital allocation framework
to over £5670 million.

Outlook

The Board expects 2023 PFO from its
earnings-based businesses to be broadly in
line with 2022. This includes incremental
PFO improvement in UK Construction and
US Construction, consistent performance

in Gammon, and Support Services PFO
towards the top of its targeted 6-8% margin
range. Infrastructure Investments will
continue to deliver attractive end-to-end
returns from its recurring income, by divesting
assets and making new investments in line
with the Group capital allocation framework.
For 2023, gains on disposal are expected in
the range of £15-£30 million.

The Board expects a small increase in net
finance income for 2023 and for the effective
tax rates in each of the three geographies to
be close to statutory rates, albeit with cash
tax payments in the UK remaining below
statutory levels in the medium term as losses
are utilised. The Group's average cash is
expected to reduce in 2023, due to a working
capital unwind forecast in the range of
£75-£125 million for the year.

The longer-term outlook for the Group is also
positive. The further growth and de-risking of
the order book delivered in 2022, combined
with the opportunities identified in the
Group's chosen markets, give the Board
confidence in Balfour Beatty's continued
ability to deliver profitable managed growth
and sustainable cash generation, and in turn
significant ongoing shareholder returns.

Leo Quinn
Group Chief Executive

15 March 2023
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BUSINESS MODEL
I

Delive;rin]§I
sustainable growth

The Group is well positioned to ensure high-quality outcomes for all its stakeholders
by operating in attractive markets, leveraging synergies between its business units
and continuing to focus on world-class delivery.

How our Group works together
Multi-disciplinary collaboration is core to Balfour Beatty's identity; our Construction Services, Support Services
and Infrastructure Investments teams work closely together to ensure high-quality outcomes for our stakeholders.

The Group's business model has not changed as a result of COVID-19 or the UK leaving the European Union.

Profitable work for construction business Cross-selling across customer base

INFRASTRUCTURE CONSTRUCTION SUPPORT
INVESTMENTS (ll) SERVICES (CS) SERVICES (SS)

We maintain, upgrade and

of developing and construction businesses manage vital services across

financing projects. in the UK, US and the power transmission,
Hong Kong. distribution, utilities, road

and rail sectors.

A proven track record We manage strong

Delivery skills support investment opportunities Knowledge transfer

EXAMPLES OF THE GROUP
WORKING COLLABORATIVELY
CAN BE FOUND ON

[2]p14
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Why our customers choose us

Build to Last values

Balfour Beatty has built an industry-leading
brand on its reputation as a partner that is
Lean, Expert, Trusted, Safe and Sustainable
—our five Build to Last values.

Investing in the future generation-through the Operator
Skills Hub, UK.

Financial stability

Balfour Beatty's strong balance sheet is a
testament to strong governance. It gives
customers confidence in the Company's
ability to deliver, and that Balfour Beatty is
here for the long term.

% : s A

The iconic cultural landmark, M+ Museum, Hong Kong.

World-class track record

With over 110 years of experience
successfully delivering transformational
infrastructure projects, Balfour Beatty has
cultivated a strong track record of quality
and reliability.

l

Our teams use drone technology to safely undertake
surveys and inspections.

Innovation

Innovation is part of the Balfour Beatty
culture, harnessing the power of digital and
cutting-edge technology to drive productivity
and redefine the possible.

Our experts working on the Midland Metropolitan
Hospital, UK.

Expert people

Our engineering and project management
expertise allows us to deliver complex,
one-of-a-kind projects and has made Balfour
Beatty a trusted construction partner for
public and private sector alike.

The UK's first hydroponic ‘living wall’ improving air quality
in Southampton.

Sustainable focus

Balfour Beatty takes its responsibility as a
custodian of the planet seriously and seeks
to leave a positive legacy in the communities
it works in.

Reducing risk in
our order book

As part of its Build to Last strategy, Balfour
Beatty has strengthened its governance,
focusing on reducing risk in its order book by
selectively bidding for work it is best placed to
deliver on terms that are attractive to the Group.
This reduction has been most noticeable in the
UK Construction business, where the proportion
of fixed-price work has fallen to 10% at the end
of 2022. While inflation risk is mitigated
through target-cost and cost-plus contracts,

for remaining fixed-price contracts, the
replication of contractual terms through our
supply chain mitigates the risk of rising labour
and material prices.

4%

HY2018

£2.7bn

UK Construction order book

50% 46%

10% 16%

FY 2022

£6.1bn

UK Construction order book

74%

HY 2018 FY 2022
4% Cost plus 16%
46% Target cost 74%
50% ® Fixed price 10%
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Littlebrook substation, Kent, UK

As part of National Grid's transformation programme, Balfour
Beatty is replacing the high-voltage Littlebrook substation to
ensure power supply in the Southeast for years to come. This
project combines multiple aspects of the Group's capabilities,
including ground engineering, construction, steel fabrication,
M&E, cabling and overhead line connections.
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M25, UK

In 2009, Balfour Beatty, with its joint venture partners,
was awarded the design, build, finance and operate
contract for the M25, and has subsequently upgraded,
widened and enhanced sections of the London orbital
motorway. The Group continues to operate and maintain
the M25 through its stake in Connect Plus Services.




-

breadth of
in-house capability

Utilising capabilities from across the Group, our one-stop solution improves efficiencies and delivers
certainty for our customers.
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Balfour Beatty invests in a wide range of in-house solutions, capability, equipment and innovation, and in developing our own homegrown,
expert skilled workforce, with 6.5% of the UK workforce on formal ‘earn and learn’ schemes.

he Company operates across the project lifecycle — from owner support with front-end engineering design and programme management,
rough to construction and commissioning. Alongside a track record of delivering complex multi-disciplinary infrastructure projects in the
UK and around the world, is an in-house capability across a wide range of specialist disciplines providing customers with a one-stop solution.

This approach offers customers reduced risk in areas including quality and delivery; increased programme certainty; greater cost
predictability; and higher productivity, particularly on the most complex or time-pressured schemes.

End-to-end capability

Commercial Design and Ground Civil and rail Mechanical

, . . . . . . transmission
and technical planning engineering engineering and electrical

and distribution

MAIN IMAGE: Littlebrook substation, Kent, UK.

Operating divisions o Infrastructure Investments @ Construction Services @ Support Services

Hinkley Point C, Somerset, UK Los Angeles International Airport
(LAX) Automated People Mover, US

Delivering the UK's first nuclear power station in a

generation has drawn on a breadth of capabilities from Balfour Beatty and its joint venture partners in LAX Integrated
across the UK business. Construction Services is carrying Express Solutions (LINXS) are responsible for the design, build,
out the tunnelling and maritime works package, plus the finance, operation and maintenance of the LAX Automated
mechanical and electrical works through the MEH Alliance. People Mover project. To construct this 2.25-mile above-ground
Support Services is delivering the 48km, 400kV overhead airport transport system connecting passengers with the

line connection project on behalf of National Grid. airline terminals, LINXS is utilising expert capabilities from its

US construction businesses with the financial expertise of
Balfour Beatty Investments.

Photo credit: Los Angeles International Airport
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MARKET REVIEW

Well positioned in
our chosen markets

Balfour Beatty operates in a number of chosen markets, based on level of

opportunity and the competitive advantage of its multi-disciplinary capabilities.

Macro trends

Despite challenging market conditions, Balfour Beatty's chosen markets show strong underlying

drivers and continue to deliver significant opportunities to the Group. The principal markets in which

Balfour Beatty operates, the UK, the US and Hong Kong, are showing strong signs of enhanced

growth on the back of government infrastructure stimulus. Balfour Beatty manages inflationary risks
through target-cost and cost-plus contracts and by ensuring contractual terms are replicated through
its supply chain in the case of fixed-price contracts.

FORECAST INCREASE IN THE UK, THE US AND ASIA INFRASTRUCTURE SPEND ON CURRENT TRENDS

2020-2040 (US$ nominal)

United Kingdom

US$77bn

2040

Source: Global Infrastructure Hub.

UK public sector spend

In both the short and long term, the
infrastructure market outlook is positive,
driven by the Infrastructure and Projects
Authority’s plan to invest £650bn in the 10
years to 2031. The level of investment is
further enhanced by the government’s Net
Zero Strategy, bringing major infrastructure
projects to market. Public buildings market
growth is mainly supported by a combined
investment of approximately £6bn in the
healthcare and education sectors.
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United States

US$390bn

2040

US$309bn

2020

Strong infrastructure
stimulus in the US

As a result of the US$1.2tn Infrastructure
Investment & Jobs Act and US$370bn
Inflation Reduction Act, the buildings
market in the US is expected to continue
to grow in the short and medium term.
The Acts are driving infrastructure
growth by delivering projects in a wide
range of sectors.

US$2.3tn

2040

Stable spend in Hong Kong
In the public and private sectors, the
construction outlook in Hong Kong is
positive in the short and medium term,
supported by the government'’s plan to
increase land supply, speed up railway
development projects and rehabilitate
ageing buildings.



Strong market drivers

Through Build to Last, Balfour Beatty has
focused its operations on markets with
strong fundamental drivers, underpinned by
macro demographic and economic trends.

Increasing emphasis on decarbonisation
and sustainability - The COP26 and COP27
conferences played a key role in accelerating
many policies that countries already had in
place. In the UK, the government’s new

Net Zero Strategy has set out the path to
halving carbon emissions in the next decade
and reaching net zero carbon emissions by
2050. This is driving an ever-increasing
demand for efficient, decarbonised
infrastructure solutions able to meet the
country’'s current and future needs. The
same sentiment is echoed in the US, with
the President having re-joined the Paris
Agreement, establishing the same two targets
as the UK and committing to make historic

MANAGING INFLATION RISK

Balfour Beatty faces inflationary pressures
in each of its core geographic markets:

> UK - Inflation is being driven by rising
energy costs combined with labour and
material shortages, but is expected to
ease in the second half of 2023, with the
Bank of England forecasting a
stabilisation of energy and imported
goods prices and a lowered demand for
goods and services.

> US - Inflation shows signs of slowing
amid Federal Reserve tightening and a
modest slowdown of the labour market
after significant job and wage growth
throughout 2022.

> Hong Kong - Experienced moderate
price inflation in overall terms throughout
2022, mitigated by the government
introducing several relief measures to
support both businesses and individuals.

investments in modern clean energy
solutions and decarbonisation. Balfour
Beatty's focus on being a sustainable
contractor, as set out in its sustainability
strategy, Building New Futures, makes the
Group a suitable partner to deliver this green
infrastructure work.

Resilient infrastructure prospects driven
by major projects and frameworks within
regulated sectors — Governments are
increasingly turning to fiscal stimulus through
infrastructure investment to drive economic
growth. In the UK, infrastructure spend
continues to reach high levels and is
expected to maintain that trajectory in the
short term as a result of the government’s
£600 billion National Infrastructure Strategy
(of which £200 billion is planned to be
delivered by 2024/25). While in the US, the
infrastructure market is expected to recover
to pre-pandemic levels in 2023, supported by
the US$1.2 trillion Infrastructure and
Investment Jobs Act. The Act is expected to

Whilst general inflationary pressure in
Balfour Beatty’s core markets is expected
to reduce over the next two years, the
actual pressure on the business is more
complex and determined by price trends for
specific input costs.

Balfour Beatty manages inflationary risks
through target-cost and cost-plus contracts
and by ensuring contractual terms are
replicated through its supply chain in the
case of fixed-price contracts.

The Group is selective in its bids to ensure
it is best placed to deliver the projects it
takes on and that the terms of the contracts
are suitable. Over the years, this approach
has lowered the risk in Balfour Beatty's
order book and the Group will continue to
monitor and manage inflation risk in a
similar fashion.

CONSUMER PRICE INDEX (CPI) INFLATION RATES 2019 — 2027
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Source: IMF. — UK us HK

bring highways and rail projects that will
support strong short-term growth prospects.
As a trusted partner to public sector clients,
the Group benefits from not only increasing
spend, but also long-term certainty around
that spend.

The need for greater collaboration to
successfully deliver complex
infrastructure programmes — As client
organisations mature, Balfour Beatty is
increasingly able to work collaboratively to
develop mutually beneficial models of
working, sharing risk and upside appropriately.
This is exemplified by the UK Government’s
Construction Playbook which allows the
Group to assist government, as a customer,
to create better outcomes — for example by
focusing on an appropriate allocation of risk
between contractor and customer, focusing
on the whole life cost of infrastructure, and
increasing the social value impact of projects.
In the US, the fiscal stimulus packages
introduced encourage a greater number of
public and private relationships by increasing
the opportunities for joint investment into
infrastructure projects.

Demographic changes will necessitate
sustained infrastructure investment - A
growing and increasingly urbanised global
population will require investment in new
infrastructure including utilities supporting
energy generation and supply, water and
wastewater, data and communications and
transportation to construct the modern living
conditions required to meet this growth. In
the US, domestic migration out of big metro
areas and continued international migration to
the Group’s chosen regions necessitate
increased investment in new and upgraded
infrastructure, particularly within healthcare
and transportation segments.

Growing recognition of the need for
infrastructure investment to deliver the
low-cost energy transition and provide
energy security — The persistence of high,
rising, and volatile energy costs and commodity
prices will be dependent on how the geopolitical
dynamics in Europe continue to play out, which
is clearly uncertain. We expect that markets
will price continuing uncertainty into
expectations. Given the increase in both
energy costs and commodity prices in 2022,
Balfour Beatty does not anticipate further
significant increases unless there are further
external shocks. Beyond the cost effects, rising
gas and electricity prices have highlighted the
need for increased investment in the network
infrastructure to support the transition to
decarbonised power systems and the
establishment of greater energy security.
Balfour Beatty’s energy and power capabilities
mean the UK business is well positioned

to capture the opportunities in this

growth segment.
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MARKET REVIEW CONTINUED

UK: Construction Services and Support Services

Strong underlying growth

NATIONAL HIGHWAYS’ ROAD INVESTMENT STRATEGY

The current multi billion pound spend under the UK Government'’s Road Investment Strategy, including £8 billion over the next two years, continues to be a strong
driver for the sector. Through its positions on the Regional Delivery Programme (RDP) Balfour Beatty is well positioned to deliver projects on both existing and
future schemes.

Following a Department for Transport announcement in March 2023, the majority of RIS2 (schemes are continuing within their existing defined timescales between
2020-2025. All schemes earmarked for RIS3 (2025-30) are continuing to be developed and considered for inclusion within RIS4, which will run from 2030-2035.

Regional Delivery Smart Motorway Complex Infrastructure M25 Connect
Partnership Programme Programme Plus Services

M25 J10 AT9N-W M3 J9-14 DHS M4/M5 Lowerrlgggnﬁzr%ossmg Manage and Operate
A19 NTC AB3

6
Manchester North
A66 DHSIMI West Quadrant

INVESTMENT IN THE RAIL NETWORK

Investment in Britain's rail network is supported by the Integrated Rail Plan, with a £96 billion package of rail construction and upgrades for the Midlands and the North,
including the electrifying and upgrading of the Midlands Main Line and the Transpennine Main Line, as well as upgrading the East Coast main line. Further support
comes from the pledged £600 million for the Restoring Your Railway programme, which includes building and reopening lines and stations closed during the Beeching
cuts, supporting the development or delivery of over 45 schemes across England and Wales. As an agile operator offering a range of rail capabilities, Balfour Beatty

is well placed to deliver both maintenance and core construction work within these schemes.

Central Rail Systems Alliance Transport for Wales

Northumberland Line Core Valley Lines Track

Crewe Hub [ Global Centre of Rail Excellence (GCRE) |

Euston Rail Systems

Domestic Renewals Midlands Main Line Electrification

b Transport for London
£10.1bn

HV PLU Batch A

Midlands Rail Hub

CP7 Eastern

CP7 North-West & Central

ITT BPO5

Plant

Stone blower Service

Piccadilly Line Depots

CP7+TfL + TfW (2024-2029)

Track Procurement

Tampers

purpose Vehicles

UK TRANSMISSION MARKET

Strong power pipeline

The power transmission and distribution industry is experiencing a wave of new demand driven by the environmental agenda. Programmes such as the SSE
Network Options Assessment and the National Grid New Infrastructure Delivery Onshore Programme and the overhead line, underground cable and substation
projects within the RIIO-T2 and ED2, are expected to drive growth over the next 10 years and could be further enhanced by transmission and distribution
connections from new build green generation. Balfour Beatty is a trusted and safe contractor and is well placed to deliver these works and the associated
infrastructure to enable the networks to support this influx of new, green power generation.

National Grid Electricity Scottish and Hydro
Transmission Electricity Transmission National Grid

Hinkley OHL Peterhead GIS Substation Viking Link
London Power Tunnels 2 East Coast OHL Other Underground
£5 7bn Cables Schemes
£2bn ’PA Littlebrook Substation | Other Substation Schemes |
PA.

| Other Overhead Line Schemesl | Other Overhead Line Schemesl

Other Underground Other Underground
Cables Schemes Cables Schemes

RI10-T2(2021-26)
RII0-T1(2013-20) NOA & NIODP (2023-30)

| Other Substation Schemes |

® Construction O Construction ® Support Services O Support Services
Services — Services — — Secured work — Future opportunity
Secured work Future opportunity
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Exciting local roads market

The local highways maintenance market has
seen significant growth, driven by an
additional £2.5bn in pothole repair funding,
providing £600m a year to local authorities
between 2020 and 2025. Further, Balfour
Beatty continues to see additional capital
funding to transform cities and town centres
to improve the public realm, encourage active
transport such as walking and cycling and
meet Local Authorities’ objectives to reach
Carbon Net Zero. There are several contracts
coming to market between 2023 and 2026,
and with long-term security from its ongoing
contracts, Balfour Beatty is well positioned to
capitalise, win new work, and achieve
sustainable growth.

Investment in public buildings

Public buildings market growth is supported by
the £3.7bn New Hospital Programme which
aims to build 40 new hospitals by 2030 and the
School Rebuilding Programme, which targets
to build and refurbish 500 primary, secondary
and further education establishments over the
next decade, including the £2bn Learning
Estate Investment Programme in Scotland.

Smarter procurement

The UK Government's Construction Playbook
continues to be rolled out, with the principles
of creating social value from, and ensuring
value for money for, public sector projects
increasingly being adopted. This new focus
matches well with Balfour Beatty's Build to
Last values and given its strong track record,
Balfour Beatty is well positioned to continue
to support these goals. This is strengthened
further by Balfour Beatty's sustainability
strategy, Building New Futures, which focuses
on three specific areas: Environment,
Materials and Communities.

Growth of public sector frameworks
Innovative frameworks in the UK such as the
Crown Commercial Services (CCS), the NHS
Shared Business Services (SBS) and the SCAPE
Civil Engineering frameworks continue to
evolve and redefine how construction is
procured nationwide. Balfour Beatty is
participating as a major contractor on these
frameworks and it has recently officially
signed as the sole contractor to both the new
SCAPE Scotland and SCAPE England, Wales
and Northern Ireland Civil Engineering
frameworks. Both SCAPE schemes will
deliver a wide variety of projects to the market
with a combined value of up to £4bn over the
coming years.

Long-term strategic alliances

Public bodies charged with operating and
maintaining infrastructure assets are increasingly
embracing longer-term alliances which
encourage industry collaboration to drive
higher efficiency and service standards.
Network Rail’s Track Alliances bring together
leading industry players, including Balfour
Beatty, to deliver collaboratively and quickly a
combined £1.5bn of work over a 10-year period.

Artist’'s impression of a Holtec SMR-160 nuclear power plant.

Balfour Beatty joins with
Holtec to fuel the UK’s
nuclear energy drive

Balfour Beatty has signed a memorandum
of understanding with Holtec Britain, a
subsidiary of Holtec International — a
supplier of equipment and systems to the
global energy industry —and Hyundai
Engineering and Construction (HDEC), to
support the planning advancement for the
construction of Holtec’'s SMR-160
pressurised light-water reactors in the UK.

Balfour Beatty will act as the main UK
construction partner and collaborate with

Transformational green

infrastructure agenda

To meet its target of net zero carbon emissions
by 2050, the UK Government has prioritised the
decarbonisation of the transport and energy
sectors with a generational investment in
infrastructure through the £600bn National
Infrastructure Strategy to make this a reality. This
is further underpinned by £26bn of government
capital investment under the government’s Net
Zero Strategy designated for the environmental
agenda. Balfour Beatty's Building New Futures
sustainability strategy supports this agenda, with
Beyond Net Zero Carbon, Generate Zero Waste
and Positively Impact More than 1 million People
as ambitions for 2040.

Transportation

In March 2023, the UK Government
reaffirmed its commitment to over £40bn of
capital investment in transport across the next
two financial years, which will drive significant
improvements to rail and road across the
country. Balfour Beatty is already playing a
pivotal part in this transformation through its
HS2 work on both Old Oak Common station

HDEC on the civil construction and
installation of the Mechanical, Electrical and
Heating, Ventilation and Cooling systems as
well as the equipment required for Holtec
International’s innovative SMR-160 reactors.

Holtec International is planning to start the UK
regulatory acceptance process for SMR-160
reactors in 2023, which, when granted, will
enable the start of the construction of the
first UK unit in as early as 2028.

Once approved, the SMR-160 power plant
units are poised to play a key role in the
delivery of the UK Government's Energy
Security Strategy, targeting 5GW of clean
electricity to the National Grid by 2050.

and the main civil works for Area North and
through the Group’s work on the Road
Investment Strategy.

New nuclear

The UK Government is investing £5625m to
bring forward the next generation of new
nuclear power stations, while also confirming
£679m of funding for a 20% stake towards
the building of the Sizewell C nuclear plant.
Balfour Beatty is currently playing a critical
role in constructing Hinkley Point C and is well
placed for the proposed Sizewell C nuclear
plant. The government’s Nuclear Energy
(Financing) Act enabled the Regulated Asset
Base model for new nuclear projects, which
encourages a wider range of private
investments. Furthermore, Balfour Beatty has
signed a memorandum of understanding with
Holtec Britain, a supplier of equipment and
systems to the global energy industry, and
Hyundai Engineering and Construction (HDEC)
to support the planning advancement for the
construction of Holtec's SMR-160 pressurised
light-water reactors in the UK.

Balfour Beatty plc Annual Report and Accounts 2022 19

yodai aifajensg



MARKET REVIEW CONTINUED

US: Construction Services

Growth is expected across
all our markets

Transportation

Strong growth is expected in the transportation
sector, with US$639bn of the US$1.2 trillion
Infrastructure Investment and Jobs Act
designated to road and rail. Compared to the
FAST Act that was in effect from 2016 to
2020 and had a total amount of authorised
funding of US$305bn, this is a 108% increase.

Health

The COVID-19 pandemic has exposed the
need for urgent investment in the health
sector and, along with an ageing population
demographic, is expected to drive continued
growth in healthcare both in new construction
and replacement facility demand.

Education

School building construction spend is
expected to see steady growth; significant
deferred maintenance will drive increased
K-12 construction, whilst investment in higher
education will be challenged by declining
enrolment in the short term.

Multifamily housing

While the multifamily housing market still
experiences strong occupancies and has
potential future growth, a slowdown over the
short term is expected because of increased

prices and interest rates. As the market settles
down, demand rises in lower density and
lower cost markets combined with continuing
migration to Balfour Beatty's chosen states
and core metropolitan areas such as Seattle
and Washington D.C. are expected.

Offices

While businesses are currently grappling with
continued inflationary pressures, office space
demand is expected to recover slowly. Existing
traditional office space overcapacity means
that demand will favour newer, more desirable
offices, coupled with the repurposing of older
spaces. There are opportunities within the
offices market, as headquarters relocations
are expected to accelerate.

Hospitality and leisure

The hospitality and leisure sectors are
bouncing back after being substantially
impacted by the COVID-19 pandemic and are
expected to see strong recovery in the
medium term.

Federal

As various government agencies are readying
for replacement facilities and rehabilitation or
repurpose projects, large government
spending programmes for shovel-ready
projects that are within Balfour Beatty's
expertise are being released. This is
expected to increase over the next three
years in all of the Group's core markets,
especially in the Mid-Atlantic.

Strong growth is
expected in the
transportation sector,
with US$639bn
designated to road
and rail.”

LEFT:

The Southern Gateway reconstruction
and improvement project for the Texas
Department of Transportation, US.
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Growth in Balfour Beatty’s chosen states outpaces the overall US market
Balfour Beatty's US operations are focused primarily on specific, high-growth regions known internally as ‘The Southern Smile’. This starts in the
Pacific Northwest, runs through California, Texas, Florida and up through Georgia and the Carolinas to Washington D.C. These areas are population
hubs with growth and migration projected to continue driving increased investment, particularly in transportation and social infrastructure.

OUR CHOSEN STATES

Selected states are poised for growth

Our sectors are receiving support through the US$1.2 trillion
@ Infrastructure Investment and Jobs Act.

Favourable demographic
changes and large

The Transport sector is receiving US$639 billion, of which a third is i
@ for roads, bridges, and major infrastructural projects. govern ment Spendlﬂg

The Education sector is receiving US$170 billion through the 2021
@ American Rescue Plan Act, a portion of which will be used for school

repairs and improvements.

programmes will continue
to drive growth in our
chosen states.”

MARKET SIZE

Nationwide

-0.6% P.A.

) (1)1 I 1s$1,717bn

2026

Source: FMI and Dodge Market Forecast.

Our chosen states

+5.9% P.A.

us$414bn

us$329bn

2026
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MARKET REVIEW CONTINUED

Gammon

Stable core market

Strong growth in the public sector is expected
in Hong Kong. The current pipeline of
infrastructure projects is mainly driven by
investments into major expansions of Hong
Kong Airport and the MTR subway system.
The Government's announcement to
materially increase investment in the medium
term further supports this growth. Private
sector construction demand is expected to
gradually pick up after lifting of the COVID-19
travel restriction between Mainland China
and Hong Kong. Gammon, with a diverse set
of capabilities across both the building and
civils sectors, is well placed to benefit from
the increased level of investment.

INNOVATION IN SUSTAINABILITY
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HONG KONG

Key trends

Hospital development
plans

Over HK$500bn
earmarked to expand,
redevelop and construct
new hospitals to serve
500,000 more patients
by 2036. The Hong

Long-term aviation
investment

The HK$141.5bn Three
Runway System

(3RS) development at
Hong Kong Airport
marks the beginning of
a long-term investment

HK$1 trillion
infrastructure
investment

Over the next decade,

Hong Kong plans to
invest over HK$1tn
in developing
infrastructure.

Rail and residential
land sale programme
Currently, 13 residential
sites have been
designated for sale in
2022-23. Together with
housing projects of the
railway operator and

Kong Hospital Authority
is implementing the first
HK$200bn 10-year
Hospital Development
Plan (HDP) and is
planning the second
10-year HDP.

in aviation, with a
further HK$9bn
expansion programme
already underway.

Source: Construction Industry Council Hong Kong, Hong Kong Budget 2022-23.

public housing, it is
estimated this will
provide a capacity to
produce about 17,940
units in 2022-23. The
Government'’s 10-year
housing supply target
remains at 430,000
units by 2032-33.

Total construction output

Hk$280bn

2022

Source: Construction Industry Council Hong Kong.

+2.6% P.A.

k$310bn

2026

Gammon is the first company in its sector
to commit to SBTi in Hong Kong

Gammon is proud to have committed to
setting its own science-based emissions
reduction targets in a bid to drastically
reduce its carbon footprint and propel its
drive for net zero. This not only marks a
watershed moment for the company but for
Hong Kong itself, as Gammon has become
the city’s first construction and engineering
company to make such a pledge. In the
wider Asia region, only thirty other
companies in the sector are taking similar
action. Leading by example, Gammon plans
to make major interventions in Scope 1, 2
and 3 emissions, targeting specific carbon

commitments that will see the business
move away from carbon intensive behaviours
and processes towards longer-term,
sustainable approaches and solutions.

Gammon recognises that every individual
and organisation has a role to play in the
battle against climate change. In October
2022, Gammon committed to set near-term
company-wide emission reductions in line
with climate science under the Science
Based Targets initiative (SBTi). Gammon

is proud to be the first company in the
construction and engineering sector to
commit to SBTi in Hong Kong.




Investments: UK & US

Continued demand for

infrastructure assets

As inflation rates continue to exceed interest
rate rises, infrastructure asset will remain
attractive to yield-seeking investors who are
experiencing low rates of real return in other
asset classes. Infrastructure generally offers
inflation protection to investors, with the
degree of protection varying by asset. Most
infrastructure assets have an explicit link to
inflation through regulation, concession
agreements or contracts; Balfour Beatty's
public and private infrastructure projects
include an explicit revenue link to inflation.
Other assets within Balfour Beatty's portfolio
without explicit inflation links through formal
contractual arrangements typically have the
pricing power to deliver similar, or better,
outcomes. For example, the rental model of
multi-family housing creates an indirect
inflation-linked income stream.

Attractive range of opportunities
continue to come to market

Student accommodation: strong US
and UK demand

Across the UK and US, demand for student
accommodation remains strong as
universities continue to improve their
facilities to attract students.

Energy transition

As the UK'’s energy mix transitions to more
renewable sources, such as wind, solar and
hydrogen, and the UK adopts more
sustainable transport such as electric
vehicles, there are opportunities for private
sector investment with large upside potential.
The Group continues to evaluate these
changes for both investment and
construction opportunities.

Housing opportunities

Balfour Beatty continues to see attractive US
multifamily accommodation come to market,
providing ample opportunity to invest profitably
in the regeneration of these properties.

States, counties and cities using P3

The US has become an increasingly exciting
market for public-private partnership, and, to
date, 41 states (plus DC) have passed legislation
allowing P3 projects. The US$1.2 trillion
Infrastructure Investment and Jobs Act
provides funding for local governments to
evaluate P3 opportunities which is expected
to drive increased adoption of this approach.

GLOBAL UNLISTED INFRASTRUCTURE ASSETS UNDER
MANAGEMENT AND FORECAST, 2010 - 2025

US$bn
$900bn

$800bn

$700bn

$600bn

$500bn

$400bn

$300bn

$200bn

$100bn

Source: Preqin.
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2E UK TARGET SEGMENTS

Student accommodation and residential
» Student accommodation: University procured or direct let

> Residential: Build to rent accommodation in focused markets

Energy transition
> Nascent energy transition markets

@
@

—= US TARGET SEGMENTS

Student accommodation

> University procured on-campus and off-campus student
housing and other buildings

@

P3 social and transport
» Courthouses, schools, and other government buildings

(®)

> Mass transport

Military housing
> Military personnel housing renovations and improvements

®

®)

Multifamily housing

» Acquiring and renovating housing, focusing on geographies with strong
population growth and existing Balfour Beatty Investments presence

B
i}
*
]

®

@
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OUR STRATEGY: BUILD TO LAST

Delivering
Build to Last

Launched in 2015, Build to Last is our strategy for continuous improvement. It is the
day-to-day guide we use to uphold our purpose, and underpins everything we do.

Our values

Lean Expert

We create value for our
customers and drive
continuous improvement

Our highly skilled
colleagues and
partners set us apart

Our strategy

Our strategy, Build to Last, is fundamental
to how we're building a market-leading
Balfour Beatty for the next 100 years.

It's our platform for sustainable growth,
productivity, inclusive talent — all ensuring
the best capability to deliver on our
promises and our enduring commitment
to Zero Harm.

We're thoughtful and agile, continuously
challenging our ways of working to improve
health and safety and productivity, eliminate
waste and enhance quality to make us
more competitive.

Our people are leaders. We're the experts of
today and inspire the leaders of tomorrow.
We invest in our colleagues, building their
skills and knowledge, to develop a passionate,
world-class workforce drawn from all parts of
our society.

Our KPIs

The Build to Last strategy is measured
against our five values — Lean, Expert,
Trusted, Safe and Sustainable.

NET CASH £m UNDERLYING

excluding non-recourse PROFIT/(LOSS)

borrowings FROM CONTINUING
OPERATIONS £m

EMPLOYEE ENGAGEMENT
INDEX %

279

196

N
S|~
N —
-
E

1516 17 18 19 20 21 22

2022:

1516 17 18 19 20 21 22

2022:

£815m £279m

19 20 21 22

15 16 17 18

2022:

80%

More information

Find out how our strategy is supported by the current
market on pages 16 to 23. For the risk appetite in the
context of the Company values see page 87.

[2]pg0
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The results of the annual employee engagement
survey improved for the fifth consecutive year, to
the highest level recorded since the survey was

first completed in 2015.”

Leo Quinn, Group Chief Executive

Trusted

We deliver on our
promises and we
do the right thing

Safe

We make
safety personal

Sustainable

We act responsibly to
protect and enhance
our planet and society

We build trust every day by delivering on our
promises, always. We're accountable for our
decisions and work with the upmost integrity
to ensure we're making the right choices.

Safety is our license to operate. Nothing is
more important than the health, safety

and wellbeing of our colleagues and the
communities we serve. We are unrelenting
and uncompromising in our commitment to
achieving Zero Harm.

We leave a positive legacy for the people we
work with, the communities we work in, and
the world in which we operate. We want

to enhance our impact on the environment,
working with our supply chain partners,
customers and communities to ensure our
choices are sustainable.

CUSTOMER SATISFACTION
AVERAGE %

95

15 16 17 18 19 20 21 22

2022:

95%

LOST TIME INJURY RATE (LTIR)

excluding international joint ventures

TOTAL SCOPE 1 & 2 EMISSIONS
(tCO,e) PER £m REVENUE

2022:

0.15 LTIR

2022:

22.4 1COe/£m

P52

P46

2] p55
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STAKEHOLDER VALUE

Sharing the
value we create

In striving to achieve its purpose of Building New Futures, Balfour Beatty touches the
lives of many people across the UK, US and Hong Kong. Working with its stakeholders
across the industry and beyond, the Group continues to innovate, lead the market
through driving change, shape the debate and inspire a new generation of talent to

be the change-makers of tomorrow.

Customers

Why are they important?
Collaborative and long-term mutually beneficial relationships with
our customers are the foundation of our success.

Our priorities
> Be the partner of choice by delivering on our promises

> Selective bidding to ensure we are pursuing the right
opportunities with partners who value our expertise

> Deliver high-quality, safe, sustainable solutions

How we engage
> Regular communications with our customers at operational,
management, executive and Board level

> In the UK, our MAP process includes electronic surveys and
in-person reviews and is aligned to ISO 44001, the international
accreditation for collaborative business relationships.

> Customer account management plans

> In Hong Kong, Gammon hosts customer partnering events to
understand perceptions and identify areas of improvement

i FIND OUT MORE
¥ | READ THE BUSINESS MODEL SECTION

How we create value

Balfour Beatty is trusted to ‘do what we say we will do" and is
measured on this by customer satisfaction. In 2022, over 2,100
customer satisfaction reviews were carried out with the Group's
customer satisfaction score standing at 95%.

We strive to leave positive lasting legacies in the communities in
which we operate, through local employment opportunities, working
with SMEs and engaging in volunteering and fundraising schemes.
In 2022, over £1.5bn was spent with SMEs and local businesses in
the UK.

We use the latest technologies to solve our customers’ challenges.
Following the launch in 2021 of our Operational Control Hub (OCH)
in Herefordshire, which uses a digital management system to create
cross-service, real-time visibility of our activities, we have since
rolled out a further OCH in Southampton, providing cost and
efficiency savings for our customer. OCHs will also be set up on the
East Sussex and Buckinghamshire contracts. In its first year,
Herefordshire's OCH delivered significant support to the client,
providing over 1,900 emergency responses and completing over
41,500 jobs, and resulted in a 16% increase in productivity and 61%
of reported defects and issues actioned and completed ahead

of schedule.

We strive to leave positive lasting legacies in the

communities in which we operate, through local

employment opportunities, working with SMEs and
engaging in volunteering and fundraising schemes.”
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| READ THE PEOPLE SECTION

Employees

Why are they important?

Talented and engaged employees committed to upholding our
values enable us to deliver on our Build to Last strategy, ensuring
we win, and expertly deliver, the best and most exciting projects
whilst continuing to build a great place to work.

Our priorities
> Zero Harm —no injury, ill health or environmental incident caused
by our work

> Deliver the Group’s sustainability 2030 targets and 2040
ambitions to go Beyond Net Zero Carbon, Generate Zero Waste
and Positively Impact More than 1 million People

> Attraction and retention of talented people from a diverse
range of backgrounds

> Improved employee engagement

How we engage

> A full range of communications channels, both digital and
in-person, enable us to broadcast need-to-know, time-sensitive
messages, and encourage feedback, conversation and
connections across the Group

> Group-wide surveys to measure and understand employee
engagement and identify improvement priorities

> Well-established employee-led affinity networks across the
Group to build a better understanding of diversity and inclusion

> My Contribution, our employee-led change programme to crowd
source ideas

Shareholders

How we create value

The key metric for our Expert value is employee engagement. In
2022, our Group employee engagement score was 80%, up from
76% in 2021. Our surveys are run by an independent company and
when benchmarked, our engagement score for 2022 was 6 basis
points (bps) above the industry average and 13bps above
companies of a similar size.

During our Group-wide September safety stand up, our workforce
stopped to come together to renew their collective and individual
focus on safety. The safety stand ups adopted a mandated
multi-communications channel approach across the UK
encompassing in-person and virtual events, written and rich media
content and training.

We also launched our Group-wide What3Things? initiative — a
simple summary of three key measures to be applied to each of our
fatal risks. Find out more on page 49.

Our efforts were recognised with a 5 bps increase on the employee
engagement question “| feel able to discuss my wellbeing and
safety at work”, up to 87% in the UK and US.

In 2022, more than 1,600 My Contribution ideas were submitted, with
those delivered generating over £2.6 million of cash, £12 million of
cost savings, 101,000 hours of time saved, and 273 ideas delivered in
the Better Place to Work category.

The Group celebrates and takes part in a range of diversity and
inclusion focused events to help create an inclusive workplace. In
2022, this included Hispanic Heritage Month, Women'’s Equality Day
and Black History Month in the US, International Women'’s Day in
Hong Kong and the UK, and International Day of People with
Disabilities, Pride Month and International VWomen in Engineering Day
in the UK.

For details on how the Board engages with employees see pages
116 to 120.

~ . | FIND OUT MORE
¥ | READ THE STAKEHOLDER ENGAGEMENT SECTION

Why are they important?

Balfour Beatty's shareholders, as the owners of the Company, are a
critical stakeholder for the Group. More generally, shareholders are
categorised into two groups: retail investors, individual or non-
professional investors who buy and sell shares personally; and
institutional investors who invest money on behalf others. The
Board places great importance on building and maintaining positive
relationships with all shareholders and seeks to ensure there is an
appropriate level of regular and informative dialogue with them.

Our priorities
> Provision of financial and non-financial information to retail and
institutional shareholders in a timely and accurate way

> Presentation of investor feedback to the Board and management

> Enable the market to fairly reflect the fundamental value of the
Company in the share price

How we engage
> Regular briefings via regulatory announcements, webcasts and
presentations as well as annual reporting

> Regular face-to-face and virtual meetings with major shareholders
including new or prospective investors

> Dedicated Investor Relations department responsible for the
day-to-day engagement with shareholders and leading a
comprehensive investor roadshow programme

> Regular updates to the Investor Relations web pages

How we create value

Balfour Beatty has established one of the strongest balance sheets
in its sector. From its position of strength, Balfour Beatty announced
a new capital allocation framework in March 2021. This provides a
balanced approach between the investment needs of the business,
regular dividend payments and additional returns to shareholders. The
Board expects dividends to grow over time with underlying profit. In
addition, the Company delivered £150m share buyback programmes
for both 2021 and 2022 with a further £150m share buyback
underway in 2023.

Throughout 2022, around 50 meetings were held with shareholders
across all geographies both virtually and face-to-face.

For details on how the Board engages with investors see pages 120
and 121.

Balfour Beatty plc Annual Report and Accounts 2022 27

yodai aifajensg



STAKEHOLDER VALUE CONTINUED

A
.9 Governments

Why are they important?
Governments set the policy and legislative context within which we
operate, which has significant implications for our operations.

We are one of the UK Government'’s 40 Strategic Suppliers due to
the importance of the work we do for a number of government
departments and agencies and the significant amount of public
money invested in many of the schemes we work on.

In the US, we work on projects for a number of federal and state
agencies. Our US construction business works for the US Army Corps
of Engineers, the Naval Facilities Engineering Systems Command
(NAVFAC) and the General Services Administration (GSA). Balfour
Beatty Communities is one of the largest military housing owners in
the US, working closely with the US Department of Defense, and is a
joint venture partner with the US Army, Navy and Air Force in projects
that manage housing on 55 military installations across the country.

Our priorities
> Build strong working relationships with key decision makers

> Protect and enhance Balfour Beatty's reputation to help the
business secure work with governments

Communities

> Help to inform and shape the policy and legislative framework to
ensure that Balfour Beatty is aware of new priorities and able to
highlight potential negative implications of proposed legislation

How we engage
> 1:1 relationships with key government decision makers

> Sharing views on key topics using media, social media, engaging
events and thoughtful written collateral

> Responses to government consultations, inquiries and hearings

How we create value

Thanks to the relationships we have established with key
stakeholders across the UK Government, we are able to engage
with Whitehall departments in order to improve our ability to deliver
vital public sector projects efficiently.

We also invite Ministers, Mayors and other political stakeholders to
visit sites and other facilities to showcase our work and assist them
with a deeper understanding of the sector.

~ _ | FIND OUT MORE
2 | READ THE SUSTAINABILITY SECTION

Why are they important?
Our activities can have a lasting impact on the communities in
which we operate — we strive to leave a positive legacy.

Our priorities
> Zero Harm —no injury, ill health or environmental incident caused
by our work

> Deliver the Group's sustainability 2030 targets and 2040
ambitions to go Beyond Net Zero Carbon, Generate Zero Waste
and Positively Impact More than 1 million People

> Work in partnership with communities to understand and support
local needs

> Establish relationships with key community stakeholders to
develop a programme of impactful community investment activities

> Contribute to environmental wellbeing

How we engage

> In the UK, we employ a network of community engagement
specialists who plan and deliver activities to engage and enhance
local communities

» Community engagement plans for projects including local
employment opportunities and local spend

>» Communication with communities under the Considerate
Constructors Scheme (UK)

> Developing training programmes for apprentices, graduates and
work experience

How we create value

We work with our customers and supply chain partners to reduce
carbon emissions throughout an asset’s lifecycle and reduce waste
during construction.

28 Balfour Beatty plc Annual Report and Accounts 2022

We plan works to be delivered with minimal disruption to local
communities and engage with them ahead of works starting and
throughout the project lifecycle to make sure they are aware of any
impacts the works may have.

We deliver STEM activities with schools, colleges and universities
to raise awareness of careers in these areas and to attract new
entrants to our industry.

To help create a positive lasting legacy, we develop and deliver
training programmes for apprentices, graduates and work experience
students as part of our commitment to The 5% Club in the UK:
www.bpercentclub.org.uk.

In the UK, we have partnered with The Prince’s Trust, Groundwork
and Project RECCE and continue to work with local charity partners
too. This provides an opportunity for our people, particularly project
teams, to positively impact local communities and volunteer to
support good causes.

In the US, we have partnered with over 20 charitable organisations
and we encourage our employees to raise money and volunteer
their time with these organisations.

We hold regular ‘Meet the Buyer’ days in the UK to raise awareness
in local communities of opportunities to work with us. This helps us
to select local supply chain partners and ensure that project spend
supports the local economy and jobs.

Across the UK, our teams attend careers fairs and other similar
events to raise awareness of the types of careers available in our
industry and promote local job opportunities.

Across our military housing portfolio in the US, our award-winning
LifeWorks programme provides a busy calendar of engaging events
and activities for residents of all ages, from fitness clubs and
seasonal crafts to community gardens and cooking classes.


http://www.5percentclub.org.uk

1-*Y) Supply chain and strategic partners

Why are they important?

Our many supply chain partners, large and small, are an invaluable
resource fundamental to the successful delivery of all of our
projects. We also work with trusted partners in a number of
long-term joint ventures which are critical to our success.

Our priorities
> Zero Harm —no injury, ill health or environmental incident caused
by our work

> Deliver the Group's sustainability 2030 targets and 2040
ambitions to go Beyond Net Zero Carbon, Generate Zero Waste
and Positively Impact More than 1 million People

> Improve transparency through digital tools and automation
> Mitigate and manage risks through collaboration

> Be the customer of choice

> Keep cash flowing through our supply chain

How we engage

> We host webinars, conferences and events to engage with our
supply chain partners and provide support in emerging areas such
as cybersecurity

> Regular performance reviews with our supply chain partners
across the Group to identify areas of good practice, learning and
improvement and provide them with support to upskill

> Collaborative and well-established relationships at operational,
management, executive and, in most instances, Board level with
joint venture partners

> Local 'Meet the Buyer’ supply chain events

INNOVATION IN SUSTAINABILITY

o

&
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How we create value

In the UK, our eProcurement portal, Jaggaer, helps reduce risk by
creating a standardised, consistent process for our supply chain
partners to tender for work packages. The portal also provides
access to catalogues for commonly procured items, helping us to
concentrate our spend with the best performing partners and
procure goods and services with consistent levels of quality.

We support the creation of a best-in-class supply chain in the UK
through our membership of the Supply Chain Sustainability School, a
collaboration between customers, contractors and supply chain
partners who want to build a skilled supply chain. For the second year
running, we have partnered with the Supply Chain Sustainability
School, undertaking a joint survey targeting hundreds of supply chain
partners across the UK to understand the barriers and opportunities
faced in decarbonising the sector. We have shared our findings and
recommendations for policy makers, customers, and the industry
more widely in our paper ‘2022 Greening the Supply Chain’. Moving
forward, we are looking to take the learnings from the survey to
understand what more can be done to support the industry in
tackling the barriers it currently faces, bringing our supply chain on
the journey and encouraging other industry partners to do the same.

In line with the UK's Prompt Payment Code, we are committed to
paying all of our supply chain partners on time and to mutually
agreed terms. We continually invest in our processes and procedures
to improve our payment performance and enhance accuracy and
transparency. In 2022, the percentage of invoices we paid within
60 days has increased from 93% to 96% and the percentage of
invoices not paid to terms reduced from 20% to 15%.

Next-generation of
clean power for
construction sites

Our Hong Kong joint venture, Gammon,
has collaborated with a Hong Kong based
start-up, Ampd Energy, to develop the
next generation of clean energy for
construction sites.

The result is the Enertainer — a blending of
‘energy’ and ‘container’ — a lithium-ion
battery storage system intended as the
primary source of power for machinery with
high peak demand on site, which significantly
reduces CO, generation and reduces noise
pollution. In 2022, the innovation was a
finalist for the ‘Clean our Air’ category at the
prestigious The Earthshot Prize awards,
which were launched in 2020 by William,
The Prince of Wales.
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INNOVATION IN MODERN METHODS OF CONSTRUCTION

Better, faster,
greener

Rapidly evolving modern methods of construction are
revolutionising how the built environment is designed,
constructed and maintained.

Balfour Beatty plays a vital role in the integration of the design, manufacturing,
logistics and onsite assembly of a construction project. Powered by our digital
tool set, the integration of the various work packages in any project is fundamental
to managing risk and building better, faster and greener than ever before — all
whilst ensuring the safe operation and sustainability of an asset through its
lifecycle and into decommissioning.

Digital first is ingrained in Balfour Beatty's DNA, helping us to continuously
improve every element of how we work through data-driven decision making
that creates game-changing efficiencies and entirely new ways of working. To
ensure our workforce is ready for the digital era, we deliver a range of in-house
training programmes and have helped develop professional courses designed to
benefit the industry as a whole for generations to come.

Utilising industry-leading technologies on our projects

i k)

Main picture: 360 cameras Modular integrated construction (MiC)

In'the US, our team working on the 2000 & 2001 South Bell Street Gammon, our 50:50 joint venture in Hong Kong, successfully adopted
residential scheme for Zom Living took part in OpenSpace's lunch a modular integrated construction approach to deliver a new

and learn at National Landing in Arlington. vaccination pop-up centre within a tight timeframe with minimal
OpenSpace is a hands-free 360 camera which captures project-based  disturbance to the local community. The centre comprised 13 modular
photo and video documentation. This digital tool streamlines the units which were prefabricated in a factory in mainland China, with
photo capture process to provide remote, accurate and instant project ~ production and delivery to Hong Kong taking only seven days. The
updates for both site teams and their customers. related mechanical, electrical and plumbing elements of this project

were also prefabricated offsite.
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Watch our video
to learn more

SCAN TO WATCH

Through digital rehearsals, our team at Hinkley Point C successfully
lowered six 5,000 tonne intake heads into the Bristol Channel.
Working within tight 21-hour weather windows, our team of technical
specialists began the operation by transporting each head on a 91m
by 27m barge from its berth in Bristol docks out to the two waiting
floating cranes code-named Gulliver and Rambiz — a journey that
takes six hours. Once in position in the Bristol Channel, the head was
hooked to the cranes and tandem-lifted from the barge before the
barge was then manoeuvred out of the way to allow the huge
structure to be lowered to its final location on the seabed. Using
survey instruments digitally connected to a station onshore, the team
ensured that the structure was accurately placed sideways to the tidal
flow with a high degree of precision.

MAIN IMAGE: Sarah Bubak, Digital Delivery Coordinator using
the 360 BIM field tool to access digital drawings and review
the real-time project progress.
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OPERATIONAL REVIEW

Strong performance
across all divisions

Construction Services

Our Construction Services
businesses operate across
infrastructure and buildings
markets in the UK, the US and
in joint venture in Hong Kong.

Financial review

Underlying revenue of £7,482 million represents
an 11% increase (2021: £6,746 million), or 4%
at CER. Underlying profit from operations
increased to £149 million (2021: £79 million),
driven by the return to profitability in UK
Construction. Statutory profit for the year
was £150 million (2021: £30 million). The
order book increased by 10% to £15.0 billion
(2021: £13.6 billion), a 3% increase at CER.

UK Construction: Revenue in UK Construction
increased by 7% to £2,763 million (2021:
£2,593 million) due to increased volumes at
HS2 and Hinkley Point C more than offsetting
reduced regional volumes. In 2022, 91% of
UK Construction revenue was from public sector
and regulated industry clients (2021: 90%).

The return to profitability of UK Construction
was the key driver of the improvement in the
Group's results. Underlying profit from
operations for UK Construction of £569 million
(2021: loss of £2 million) represented a PFO
margin of 2.1%, which is within the 2-3% UK
industry standard range.

The UK Construction order book grew by
9% to £6.1 billion (2021: £5.6 billion) and,
increasingly, consists predominantly of work
for public sector and regulated industry
clients (2022: 95%; 2021: 91%) and lower
risk target-cost and cost-plus work (2022:
90%; 2021: 86%).
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UNDERLYING REVENUE'

£7,482m

2021: £6,746m

STATUTORY REVENUE

£6,409m

2021: £5,920m

UNDERLYING PROFIT
FROM OPERATIONS

£149m

2021: £79m

STATUTORY PROFIT FROM
OPERATIONS

£150m

2021: £30m

ORDER BOOK'

£15.0bn

2021:£13.6bn

1 Including share of joint ventures and associates

TOTAL REVENUE'

FY 2022

2021: 81%

Balfour Beatty will continue
to be selective in the work
that it bids in the UK,
through increased bid
margin thresholds and
utilisation of risk
frameworks and

contract governance.”



US Construction: Revenue in US Construction
increased by 9% to £3,651 million (2021:
£3,344 million), largely due to the strengthening
of the US dollar during the year. Revenue
decreased by 1% at CER. The business
operates in the buildings and civils markets,
with roughly 80% of revenue earned from
buildings. Underlying profit from operations
for US Construction increased by 14% to
£58 million (2021: £51 million), resulting in a
small PFO margin improvement to 1.6%
(2021: 1.5%), which is within the 1-2% US
industry standard range.

The US Construction order book increased by
11% to £6.0 billion (2021: £5.4 billion), flat at
CER. The business currently has an unusually
high amount of work which has been awarded
but not contracted, as clients wait for some
clarity in uncertain economic conditions. This
work is not included in the order book until the
client agrees to proceed.

Gammon: At Gammon in Hong Kong, the
Group’s 50% share of revenue from the joint
venture increased by 32% to £1,068 million

(2021: £809 million) or 20% at CER, driven by

an increase in major civils volumes, including
the Terminal 2 expansion at Hong Kong
Airport. Underlying profit increased by 7%
to £32 million (2021: £30 million), however
profit margins reduced to 3.0% (2021: 3.7%)
due to the phasing of contracts.

The Group’s 50% share of Gammon's order
book increased by 12% to £2.9 billion (2021:
£2.6 billion) but reduced by 3% at CER.

CONSTRUCTION SERVICES

Operational review
UK Construction

As part of the Autumn Statement announced
in November, the UK Government reconfirmed
its commitment to deliver major infrastructure
projects, highlighting investment in infrastructure,
alongside investment in people and
innovation, as a key route to boosting growth
and productivity. This included the pledge to
deliver Sizewell C, HS2 to Manchester and
core Northern Powerhouse rail links and is
aligned to the £650 billion National Infrastructure
Strategy (NIS) set out in 2020. On 9 March
2023, the UK transport secretary announced
that £40 billion will be invested in transformational
transport schemes over the next two
financial years, however inflation and supply

SCANTO WATCH
THEVIDEO

chain disruption have made it difficult to
deliver some capital programmes. This has
resulted in some schemes, including the
Road Investment Strategy and HS2, taking
longer than expected.

Balfour Beatty's market-leading position in
the UK infrastructure market is built on its
unmatched scale and vertically integrated
capability for delivering major and regional
projects. In 2022, 91% of UK Construction
revenue was from public sector and regulated
industry clients (2021: 90%). Balfour Beatty
will continue to be selective in the work that
it bids, through increased bid margin
thresholds and utilisation of risk frameworks
and contract governance.

2022 2021

Revenue'’ PFO Order book® Revenue' PFO Order book!

£m £m £bn £m £m fbn

UK 2,763 59 6.1 2,593 (2) 5.6
us 3,651 58 6.0 3,344 51 5.4
Gammon 1,068 32 2.9 809 30 2.6
Underlying? 7,482 149 15.0 6,746 79 13.6
Non-underlying - 1 - - (49) -
Total 7,482 150 15.0 6,746 30 13.6

1 Including share of joint ventures and associates

2 Before non-underlying items (Note 10)

A reconciliation of the Group's performance measures to its statutory results is provided in the Measuring our financial performance section

Balfour Beatty plc Annual Report and Accounts 2022 33

yodai aifajensg




OPERATIONAL REVIEW CONTINUED

INNOVATION IN OPERATIONS

SCANTO WATCH
THE VIDEO

The world's longest box bridge slide

In a huge feat of engineering, our
Balfour Beatty VINCI HS2 team has
delivered the world's longest box
slide to move a 12,600 tonne
bridge into place over the M42

in Warwickshire.

The 86 metre-long structure was built
on land next to the motorway over

a six-month period. The structure has
a base, three walls and top slab. The
sliding mechanism allowed the box
to be pushed into place on a guiding

The site teamiworked aroundithe raft over a distance of 163 metres.

clock to move HS2's Marston Box
bridge into place over the M42. The
operation took 40 hours, at a speed
of four metres per hour, during a
10-day closure of the motorway
between junctions J9 and J10
(northbound and southbound).

On completion, the whole structure
will be around 190 metres in length,
and will carry trains on the HS2 line
over the motorway.

During 2022, the Group took
further steps in its
commitment to address the
growing demand for clean
energy across the UK by
signing memorandums of
understanding with partners
In wind and nuclear energy.”
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Operational review continued

UK Construction continued
The UK Construction business comprises:

> Major project work: focused on complex
projects in key market sectors such as
transportation (road and rail), heavy
infrastructure and energy; and

> Regional work: civil engineering, ground
engineering, mechanical and electrical
engineering, and building, providing private
and public customers with locally delivered
flexible and fully integrated civil and
building services.

On major project work, the HS2 works at
Area North and Old Oak Common station
continue to make good progress. In July,

a 2,000-tonne tunnel boring machine
completed its one-mile journey underneath
an ancient Warwickshire wood. The machine,
which started boring under Long Itchington
Wood in December 2021, made the first
tunnel breakthrough on the London to
Birmingham route. The second tunnel at
Long Itchington Wood is underway and
expected to complete in the summer. Over
the Christmas period, a 12,600-tonne bridge
was guided 163 metres into place over the
M42 in Warwickshire, which is believed to
be the world’s longest bridge box slide.

The 86-metre structure, which will carry
trains on the HS2 line over the motorway,
was built on land next to the motorway over
a six-month period. The box slide solution
meant there was only a ten-day closure

of the motorway required in the year,
dramatically reducing disruption for road
users. At Old Oak Common station, good
progress is being made on the main box
construction, with the successful installation
of a conveyor to transport 800,000m? of
London clay 1.7 miles to Willesden Euroterminal,
where it is loaded onto freight trains.

At Hinkley Point C, six reinforced concrete
heads were lowered onto the seabed of the
Bristol Channel requiring tandem lifts using
specialist marine plant. The heads are a vital
part of the architecture at Hinkley, allowing
sea water into the tunnels as part of the
cooling water system for the new nuclear
power station. Following these installations,
the focus has turned to the offsite fabrication
of the liners required for the 2023 offshore
campaign, when the shafts to the six heads
will be drilled and installed.

During November, the secondary lining
works at Thames Tideway were completed
on the 7km main tunnel from Acton in West
London to Fulham in Southwest London
ahead of the target date, bringing to an end
800 sequential concrete pours which had
begun in March 2021.



During 2022, the Group took further steps

in its commitment to address the growing
demand for clean energy across the UK by
signing memorandums of understanding with
partners in wind and nuclear energy:

> In October, the Group signed an agreement
with Aker Solutions to deliver end-to-end
design and construction solutions for the
concrete floating and gravity-based UK
offshore wind industry,

> In December, the Group signed an
agreement with Holtec Britain and Hyundai
Engineering and Construction to support the
planning advancement for the construction
of Holtec's SMR-160 pressurised light-water
nuclear reactors in the UK.

Major highways achievements in the year
include the completion of the 32-mile
upgrade of the M4 from Junction 3 at Hayes
to Junction 12 at Theale. The four-and-a-half-
year motorway upgrade project included
permanent conversion of the hard shoulder,
new variable message signs, lower noise
surfacing, upgraded environmental noise
barriers and new gantries. The A63 project,
which will reduce traffic congestion in Hull
city centre and improve access to the port of
Hull, continued to progress well and work has
begun on the major improvement scheme at
Junction 10 of the M25.

In January 2023, Balfour Beatty was awarded
a £1.2 billion contract by National Highways
to deliver the ‘Roads North of the Thames'
package of works for the proposed Lower
Thames Crossing. The Group will utilise
modular construction techniques to build the
structures offsite in a controlled factory
environment, significantly reducing carbon
emissions by minimising the number of lorry
movements and material deliveries to and
from site. Following the announcement by
the UK transport secretary on 9 March 2023
regarding the impact of budgetary constraints
on public infrastructure spend, the notice to
proceed from the Department for Transport
is not expected prior to 2026.

For regional work, Balfour Beatty was once
again appointed as the sole contractor to
both the SCAPE Civil Engineering framework
covering England, Wales and Northern Ireland,
and the SCAPE Scotland Civil Engineering
framework covering the entirety of Scotland.
The frameworks are worth up to £3.25 billion
and £750 million respectively. Both frameworks
— which enable local authorities and other
public sector bodies to commission works
through a procurement process that provides
a quick route to market — cover a period of
four years, with two one-year extension options.

One of the hundreds of projects which the
Group has procured under the SCAPE
frameworks since first being appointed in
2015 is the major highways programme at
Wokingham in Berkshire. The four-year
package of works awarded in 2018 included

A one-of-a-kind, nearly steel-free bridge
in North Carolina

In partnership with the North Carolina
Department of Transportation
(NCDOQOT), Balfour Beatty is replacing
two 50-year-old bridges connecting
the town of Straits to Harkers Island,
providing increased capacity for
emergency access and reduced
congestion for marine vessels and
vehicular traffic.

While the majority of freight in the US
is moved by truck, the build team
opted to transport the girders on
water by barge. If the team transported
the girders by truck, it would have
required additional time and labour

to double-handle the girders before
placement. So far, the team has
installed 22 of the bridge's 28 total
girder spans and poured the first four
bridge deck sections.

To eliminate the need to perform a
full excavation before pile placement,
the team leveraged a probe during
the pre-drilling process. This not only
met the NCDOT's quality and safety
standards but also saved valuable
time and money.

The team is leveraging the latest
technologies including non-corroding
carbon fiber reinforced polymer (CFRP)
strands in place of steel on this
one-of-a-kind, nearly steel-free bridge.
CFRP is corrosion-free, so the new
Harkers Island Bridge is expected to
better withstand the elements in a
coastal environment, resulting in less
maintenance and a longer lifespan
for the bridge.

the planning, design and construction of nine
vital road schemes to alleviate congestion
and enhance accessibility in the market town
and was completed in 2022.

In February 2022, Balfour Beatty, in a 50:50
joint venture with Welsh infrastructure
company Jones Bros, completed the 10km
Caernarfon to Bontnewydd bypass in North
Wales. The project has since been
recognised for outstanding design and
construction by the Institution of Civil

Engineers Wales Cymru. In August, work
was completed on the East Leeds Orbital
Route, a new 7km dual carriageway which
acts as the new outer ring road to ease
congestion and is the biggest infrastructure
project delivered by Leeds City Council since
the completion of the inner ring road half a
century ago.
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OPERATIONAL REVIEW CONTINUED

Operational review continued

US Construction

In the US, the diversification of geographies
and market segments in which Balfour
Beatty operates has provided resilience
against the challenge of the economic
instability to date. Following the passing of
the US$1.2 trillion Infrastructure Investment
and Jobs Act (IIJA) in 2021 and the Inflation
Reduction Act in 2022, the opportunities in
the US civils market are expanding, allowing
Balfour Beatty to be more selective in the
work it bids for.

Unlike in the UK, most of the projects
undertaken by US Construction remain on
fixed price contract terms. The Group continues
to focus on controlling the range of outcomes
from these projects with the early issuing of
subcontracts and bonding of the supply
chain, which helps to reduce the loss-making
portion of the project portfolio.

The Group continues to have a larger
presence in US buildings than US civils,
where their chosen markets are still
performing strongly, particularly education

in California, hospitality and aviation in the
Southeast and Federal work in the Mid-Atlantic
states. The level of inflation however and
higher interest rates are having an impact on
the release of work in Texas and generally in
the Technology sector in the Northwest.

In the year, Buildings completed several
notable projects including:

> The Wharf: Two ten-storey office buildings
and two below ground parking garages, in
Washington DC;

> JP Morgan Chase: A 540,000 square foot
build-to-suit office with parking garage in
Plano, Texas;

> Justin Tower Hospital: A 160-patient bed
tower in Fort Worth, Texas;

> San Diego Unified School District: Three
schools in San Diego, California.

During the year, progress has been made on
significant Buildings projects including:

> Washingtonian North Senior Living:
A seven-storey senior living complex
in Gaithersburg, Maryland that includes
302 units;

> llani Hotel: A 14-storey, 300-key luxury
hotel development on a half block with
house suites and traditional rooms, a bar, a
café, a full-service spa, and a restaurant on
the 14th floor located on Tribal Land in
Ridgefield, Washington;

> Midtown Atlanta: A 36-storey multifamily
tower project with 376 apartment units
and a 34-storey student housing project
with 239 housing units, together with a
shared nine-level parking structure in
Atlanta Georgia;
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> Del Sol High School: A high school in

Oxnard, California which will feature
classroom buildings and a library,
gymnasium and multipurpose building.

In the year, the Buildings business booked
material new phases of existing contracts
and standalone new contract awards including:

> Fort Meade: A US$700 million design-build

contract for a federal building in Maryland,
including the construction of a multi-storey
858,000 square foot facility plus a

1.2 million square foot parking garage;

Broward County Convention Center Phase
5: A US$400 million project to build an
800-room hotel;

Knox Street: A multi-use development
project in Texas in joint venture with

Andres, of which Balfour Beatty's share
is 55% and US$300m of revenue;

> Data centres: US$300 million of data
centres for a technology customer
in Oregon.

Included in ABNC at year end, US Buildings
has been made preferred bidder for a number
of material projects including: five residence
halls and one dining facility at The College of
William and Mary in Williamsburg, Virginia;
Jacksonville International Airport terminal in
Florida; and two projects for the Naval
Facilities Engineering Systems Command
located at Point Mugu to construct an aircraft
maintenance hangar and a recruit mess hall.

The US Civils business focuses on highway
projects in Texas and US Southeast and mass
transit rail in major US cities. During the year:

> Balfour Beatty, as part of the Green Line
Extension Constructors joint venture,
completed the two light-rail lines along
the new 4.7-mile Green Line Extension
for the Massachusetts Bay Transportation
Authority;

> As part of the LINXS Constructors joint
venture at Los Angeles International
Airport, the Group completed the 2.25-mile
Automated People Mover train guideway
superstructure stage of the project;

> Balfour Beatty, as part of the Colorado
River Constructors joint venture, set the
first bridge beams that support widening
activities east of the US 290 and SH
71 interchange in Austin on the Texas
Department of Transportation’s Oak Hill
Parkway project;

> The Southern Gateway reconstruction
and improvement project in Texas was
completed by the joint venture between
Balfour Beatty and Fluor;

> On the Caltrain contract for the
electrification of the 52-mile rail corridor
between San Francisco and San Jose,
Balfour Beatty completed the last of the
3,092 foundations required for the
overhead catenary system.

In February 2023, Balfour Beatty was
awarded a US$242 million design-build
contract to deliver improvements to
Interstate US 70 between the Havelock
Bypass and east of Thurman Road in Craven
County, North Carolina. Construction is
expected to take five years, commencing

in late 2023.

In February 2023, Balfour
Beatty was awarded a
US$242 million design-build
contract to deliver
improvements to Interstate
US 70 between the Havelock
Bypass and east of Thurman
Road in Craven County, North
Carolina. Construction is
expected to take five years,
commencing in late 2023.”



Gammon

Gammon, Balfour Beatty’s 50:50 joint
venture with Jardine Matheson based in
Hong Kong, continues to perform consistently,
with a strong share of both the buildings and
civils markets. Despite the challenge of
COVID-19 restrictions in 2022, project
execution and work winning remained

strong and the further relaxation of those
restrictions is expected to have positive
repercussions in 2023. Furthermore, the new
Chief Executive of Hong Kong, John Lee,
announced a broader programme of major
infrastructure projects as part of his inaugural

policy address in October and the Mass
Transit Railway (MTR), for which Gammon
has a strong track record of delivering work,
is also bringing to market a programme to
expand the rail network. Although inflation in
Hong Kong remains lower than in the UK and
US, the high level of construction activity in
the region has increased the demand for
labour, resulting in higher salaries. Consequently,
voluntary attrition remains a challenge.
However, Gammon’s employee satisfaction
has increased from 76% in 2021 to 82% in
2022 and retention remains a priority.

T

The world’s largest student hostel built using
modular integrated construction

Gammon, our joint venture in Hong Kong
was awarded a contract to build the world’s
largest modular integrated construction
(MiC) student hostel project, in terms of bed
spaces, to date.

The contract includes construction of six
hostel halls ranging from 13 to 18 storeys,
providing over 2,100 hostel places for
students, a basketball court, a gymnasium,
multi-function rooms and a canteen.

MiC methods will be widely used on

the project, with a total of 1,344 units
manufactured offsite. To facilitate the
construction process, Gammon's digital
supply chain solution STAMP will be used
to monitor the manufacturing, delivery and
installation of the MiC units holistically.
Adoption of MiC will not only shorten the
construction period but will also reduce
noise and waste, mitigating nuisance

to neighbours and improving
environmental performance.

In Buildings, the focus is on the use of Design
for Manufacture and Assembly (DfMA) and
modular construction to improve productivity
and efficiency and expanding the customer
base on a selective basis. In Civils, the strategy
is to lever engineering excellence, with a key
area of future work likely to be from significant
infrastructure programmes in Hong Kong and
in Singapore.

During the year, Gammon's completed work
included the Fullerton Ocean Park Hotel
Hong Kong, which involved the construction
of two 10-storey blocks on a three-level
podium, and a 9-storey building block with

a 2-storey basement, for which 75% of the
prefabrication of the structural steel works
and 70% of the modularisation of the
Mechanical, Electrical and Plumbing works
were completed offsite.

Progress has been made at Hong Kong
Airport where Gammon is delivering the
structures for the Automatic People Mover
and Baggage Handling System in addition to
working on the Terminal 2 expansion. As part
of the Central Kowloon Route project, a
4.7km-long dual three-lane trunk road that
will enhance connectivity between the

east and west Kowloon districts, Gammon
continues to deliver the Kai Tak West tunnelling
contract and the route wide buildings,
electrical and mechanical works contract.

In December, Gammon began work on the
world's largest student hostel, in terms of
bed places, to be constructed using modular
integrated construction. The entire student
hostel consists of six buildings ranging from
13 to 18 storeys and will provide over 2,000
residential units.

Having been awarded the student hostel

contract in February 2022, Gammon won

a number of further notable new contracts

in the year, including:

> Causeway Bay office building: A
HK$2.6 billion contract for Mandarin
Oriental Hotel Group to construct an
A-grade office building, with a podium
for retail and food and beverage shops;

> Yau Tong Ko Chiu Road residential
development: A HK$1.3 billion contract to
construct a 33-storey residential tower and
podium, providing 792 new flats;

> Kwun Tong Composite Development:
A HK$2.7 billion contract to design and
build a 25-storey building for a new college
and a 9-storey community and welfare
amenities building, with the scope of
works also including basement car parks,
elevated walkways and roads;

> Ho Man Tin Station Package One Property
Development: A HK$3.4 billion building
contract located atop MTR Ho Man Tin
station to develop five residential towers,
providing 990 new flats.
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OPERATIONAL REVIEW CONTINUED

Support Services

Our Support Services businesses
operate principally in the UK,
designing, upgrading,

managing and maintaining
critical national infrastructure.

Financial review

Support Services is focused on power, plant,
road and rail maintenance and is characterised
by profitable recurring revenues underpinned
by long-term contracts.

Revenue in Support Services reduced by 7%
to £989 million (2021: £1,066 million), due
to a reduction in gas and water following the
Group'’s decision to withdraw from this
sector. In conjunction with the exit from gas
and water announced in 2021, the Group
upgraded the margin target range for Support
Services to 6-8%. A strong performance
from Support Services in 2022 resulted

in underlying profit from operations of

£83 million (2021: £102 million), which
represents a PFO margin of 8.4% and
outperformance of expectations for the year.

The order book for Support Services
decreased by 4% to £2.4 billion (2021:
£2.5 billion).

Operational review

The UK markets for power, road and rail
maintenance are all positive. In power, the
RI1O-T2 spend period (2021-2026) includes
£30 billion for investment in energy networks
and potential for a further £10 billion on green
energy projects, while the focus on improving
energy security through growth in domestic
generation has increased further following
the Russian invasion of Ukraine. The
highways maintenance market is part way
through a five-year £2.7 billion scheme for
road patching, which has increased local
council budgets by around 50% over the
period. There are also a number of Local
Authorities contracts, similar to those won
by Balfour Beatty for Buckinghamshire and
East Sussex in 2022, coming to market in
the coming years for which the Group is

well positioned.

TOTAL REVENUE'
UNDERLYING REVENUE'

£989m

2021: £1,066m

STATUTORY REVENUE

£988m

2021: £1,046m

2021:13%

UNDERLYING PROFIT
FROM OPERATIONS

£83m

2021: £102m

STATUTORY PROFIT
FROM
OPERATIONS

£83m

2021:£97m

ORDER BOOK'

£2.4bn

2021:£2.5bn

across the business
has taken its PFO
margin t0 8.4%."

Including share of joint ventures
and associates

A strong performance

SUPPORT SERVICES 2022 2021
Order book! (Ebn) 2.4 2.5
Revenue' (Em) 989 1,066
Profit from operations? (Em) 83 102
Non-underlying items (Em) — (5)
Statutory profit from operations (Em) 83 97

1 Including share of joint ventures and associates.
2 Before non-underlying items (Note 10).

A reconciliation of the Group's performance measures to its statutory results is provided in the Measuring our financial performance section.
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The rail maintenance market also has

a positive trajectory with an additional
£10 billion of funding for maintenance and
renewals as part of Network Rail's current
CP6 control period (2019-2024).

During the year, the following key milestones
were achieved:

> The power and rail maintenance
businesses together completed the
Eleclink project, providing a 1GW electricity
interconnector between France and
England through the Channel Tunnel;

> The power business made significant
progress on the Hinkley Connection
project, a 57km route of 400kV overhead
lines in Somerset to connect six million
homes and businesses in the surrounding
area with low-carbon electricity that will be
generated from the Hinkley Point C nuclear
power station;

> The power business laid the final piece of
UK land cable for National Grid's Viking
Link project, which once complete, will
be the world's largest land and subsea
interconnector and will be able to import
enough green power for up to 1.4 million
UK homes;

> The new Littlebrook substation was
energised by the power business. This will
enable 2GW of low carbon and renewable
energy, enough to power around 1.5 million
homes, to be transmitted through the
substation from cross-channel interconnectors
and wind farms off the Kent coast.

The year also included notable contract
awards for Support Services. The road
maintenance business was awarded two
new contracts, with a £176 million eight-year
contract to deliver highways services for
Buckinghamshire County Council and a

£297 million seven-year contract for the
maintenance of highways assets and the
delivery of infrastructure services across East
Sussex. The East Sussex contract will go into
the order book in 2023 and includes an
option to extend the term by a further seven
years based on the successful delivery of the
initial term. The rail maintenance business
agreed the year four work programme with
Network Rail at around £120 million as part of
the 10-year Central Rail Systems Alliance
(CRSA) track renewals programme, together
with £87 million of further work under the
CRSA, and won a £50 million contract to
deliver essential upgrade works to London
Underground's Piccadilly line.

INNOVATION FOR PRODUCTIVITY

1
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Central Rail Systems Alliance adopts innovative
approach to track renewal

In 2022, the Central Rail Systems
Alliance team used six connected
specialist railway track removal
machines (TRMs) to remove sections
of track in one go.

The team was able to deliver

490 yards of track renewal in a single
weekend possession at Water Orton
station near Birmingham.

The TRM link-up lifted five 100-yard
panels which meant the Road Rail
Vehicles had the headroom to start

rough excavating after the first three
panels were lifted. All five panels
were lifted safely and re-installed,
plated and lined ahead of schedule.

The innovative technique was

made possible thanks to a new 4D
computer planning tool which allowed
our engineers to simulate the lifting
and moving of the track in advance,
ensuring it could be completed in the
shorter time.
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OPERATIONAL REVIEW CONTINUED

Infrastructure Investments

Our Infrastructure Investments
business develops and finances
both public and private
infrastructure projects in the
UK and the US.

Financial review

Underlying pre-disposals operating profit

of £11 million (2021: £14 million) and gain

on disposals of £70 million (2021: £35 million)
resulted in underlying profit from operations
of £81 million (2021: £49 million) for
Infrastructure Investments.

Balfour Beatty continues to invest in attractive
new opportunities, each expected to meet its
investment hurdle rates. In the year, the
Group invested £30 million in new and
existing projects with one new multifamily
housing project added to the portfolio.
Balfour Beatty also continues to sell assets,
timed to maximise benefit to shareholders.
Five assets were disposed of in the year,
with the student accommodation at Purdue
University contributing £40 million gain on
disposal and four multifamily housing
projects contributing a total of £30 million
gain on disposals.

All transactions were above the Directors’
valuation, demonstrating the strength of the
secondary market for infrastructure assets
during the year. Despite the economic
uncertainty, demand for infrastructure assets
has remained strong and Balfour Beatty will
maximise shareholder value through selective
disposal of assets from its portfolio.
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UNDERLYING REVENUE*?

£460m

2021: £468m

STATUTORY REVENUE

£232m

2021:£219m

UNDERLYING PROFIT
BEFORE TAX

£105m

2021: £61m

STATUTORY PROFIT
BEFORE TAX

£100m

2021: £15m

DIRECTORS VALUATION

£1.29bn

2021:£1.11bn

Including share of joint ventures and

associates, before non-underlying items.

Net investment income of £24 million was
higher than 2021 (£12 million), with the prior
year including £14 million of impairments to
subordinated debt and accrued interest
receivable from joint ventures and associates
(2022: £2 million), contributing to an underlying
profit before tax of £105 million (2021:

£61 million). Statutory profit before tax for
the year was £100 million (2021: £15 million).

Operational review

Balfour Beatty's competitive expertise to
finance, develop, build and maintain
infrastructure puts the Group in a strong
position to capitalise on new investment
opportunities, with the Group's current focus
on US P3 projects, US private rental and
student accommodation in the UK and the
US. The Infrastructure Investment and Jobs
Act is expected to stimulate P3 activity in the
US as it has expanded the scope of projects
eligible for funding under the Transportation
Infrastructure Finance and Innovation Act
(TIFIA) and doubled the limit of Private
Activity Bonds available to the Department of
Transportation. Infrastructure Investments is
well positioned in the student accommodation
market where future cash flows are
supported by a growing number of students,
strong rental growth and partnerships with
universities in both the UK and the US. The
Group is currently preferred bidder on two
student accommodation projects in the UK
and one in the US.

Following the significant disposal gains
achieved in 2022, Balfour Beatty intends to
sell further selected assets to maximise
value in its portfolio, with recent auction
experience indicating that strong demand
in the secondary market continues to
exceed supply.

TOTAL REVENUE'

2022

2021: 6%

Balfour Beatty will
maximise shareholder

value through

selective disposal

of assets from

its portfolio.”



Since Balfour Beatty Communities’
(Communities) settlement with the US
Department of Justice (DoJ) in December
2021, an independent compliance monitor,
which formed part of the agreed resolution,
has been appointed by the DoJ and
commenced work.

Following the US Permanent Subcommittee
on Investigations (PSI) hearing in April 2022,
the subsequent US Army investigation into
Communities’ operations at Fort Gordon,
Georgia, has now concluded. No presence of
fraud, gross negligence or data manipulation
was found. Communities continues to work
with the US Army, Navy and Air Force to
further enhance its maintenance provision to
military services members and their families.

Communities is continuing to pursue
opportunities for further infrastructure
investment in its military housing portfolio in
conjunction with its service branch partners.
In July, the US Army and Communities
announced the start of demolition at Fort
Carson as part of a proposed multi-phased
project that would see the construction of
new townhomes at the base. Elsewhere,
other initiatives include an energy
modernisation project which resulted in
1,000 homes receiving efficiency upgrades
to reduce consumption and carbon emissions,
a rooftop solar programme bringing more
than T0MW of photovoltaic systems to five
US Navy housing communities and an
exterior renovation project to upgrade ten
US Army apartment buildings.

INFRASTRUCTURE INVESTMENTS

In the US, Balfour Beatty’s Los
Angeles International Airport (LAX)
Automated People Mover (APM) joint
venture project secured the U.S.
Green Building Council’'s Sustainability
Innovation Award for Honor in Equity
& Environmental Justice.” This
recognises the team’s commitment
to a sustainably built environment by
evaluating merit-based sustainable

ts
at Los Angeles International Airport

strategies that go above and beyond
credit achievement.

Awarded projects reflect their
emphasis on energy and water
savings, air quality, waste reduction,
good design, community engagement,
education and equity.

Photo credit: Los Angeles International Airport

2022 2021

£m £m

Pre-disposals operating profit? 1 14
Gain on disposals? 70 35
Profit from operations? 81 49
Net investment income~ 24 12
Profit before tax? 105 61
Non-underlying items (5) (46)
Statutory profit before tax 100 15

1 Including share of joint ventures and associates.
2 Before non-underlying items (Note 10).

~ Subordinated debt interest receivable, net interest receivable on PPP financial assets and non-recourse borrowings, impairments to subordinated debt and accrued interest receivable,

and fair value gain on investment asset.

A reconciliation of the Group's performance measures to its statutory results is provided in the Measuring our financial performance section.
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DIRECTORS’ VALUATION OF THE INVESTMENTS PORTFOLIO

Strong track record
of value creation

The Directors’ valuation increased by 17% to £1,291 million (2021: £1,106 million).
The portfolio is 58% weighted towards the US (2021: 57%). The number of
projects in the portfolio decreased to 59 (2021: 64).

The half-yearly review of the Directors’
valuation methodology and assumptions has
resulted in changes to the methodology and
the discount rates for the UK and US. The
table below shows the movement in the
Directors' valuation on a like-for-like basis with
the prior year, and then shows the effect of
the methodology and assumption changes.
Following the year end, a third-party valuation
expert independently reviewed the portfolio
and the Directors’ valuation is consistent with
their conclusions.

Balfour Beatty invested £30 million (2021:
£19 million) in new and existing projects.
During the year, the Group added one new
project, a US multifamily housing project in
San Antonio, Texas.

Cash yield from distributions amounted to
£89 million (2021: £62 million) as the portfolio
continued to generate cash flow to the Group,
net of investment. This included £22m of yield
from refinancing a student accommodation
project in the US.

Balfour Beatty continued disposals in the year
with proceeds of £93 million (2021: £81m).
This included: £50 million from the sale of its
stake in Purdue student accommodation and
£43m from the disposal of its stake in four US
multifamily housing assets. Additionally, a
residential accommaodation project in the UK
received its final cash flow and is therefore no
longer in the portfolio.

Unwind of discount at £85 million (2021:
£83 million) is a function of moving the
valuation date forward by one year with the
result that future cash flows are discounted
by twelve months less.

Operational performance movements resulted
in a £139 million increase (2021: £27 million).
The operational performance movements in
the UK were primarily due to high actual and
12-month forecast inflation. In the US,
operational performance movements were
mainly the impact of higher military housing
rents agreed for 2023 and £47m of gain on
the disposals noted above.

Foreign exchange movement contributed an
£85m increase to the valuation of the US
portfolio due to sterling weakening against
the US dollar.
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PORTFOLIO VALUATION DECEMBER 2022

Value by sector

assumption changes
The methodology used for the Directors’
valuation for valuing most investments in the
portfolio remains the discounted cash flow
(DCF) method. Under this methodology cash
flows for each project are forecast based on
historical and present performance, future
risks and macroeconomic forecasts. They also
factor in secondary market assumptions.
These cash flows are then discounted using

2022 2021 2022 2021
Sector No. projects No. projects £m £m
Roads 12 12 171 158
Healthcare 2 2 126 108
Student accommodation 5 B 128 95
OFTOs 3 8 50 44
Waste and biomass 2 2 51 46
Other 2 3 22 23
UK total 26 27 548 474
US military housing 21 21 615 491
Student accommodation and other
PPP 3 4 59 72
Residential housing 9 12 69 69
US total 33 37 743 632
Total 59 64 1,291 1,106
Value by phase

2022 2021 2022 2021
Phase No. projects No. projects £m £m
Operations 55 60 1,239 1,070
Construction 3 3 47 34
Preferred bidder 1 1 5 2
Total 59 64 1,291 1,106
Value by income type

2022 2021 2022 2021
Income type No. projects No. projects £m £m
Availability based 17 17 353 311
Demand - operationally proven
(2+ years) 36 39 761 580
Demand - early stage (less than
2 years) 6 8 177 215
Total 59 64 1,291 1,106

Methodology and different discount rates, which are based on

the risk and maturity of individual projects and
reflect secondary market transaction
experience and the Group's current
assessment of the impact of recent rises in
long-term interest rates. The main exception to
the use of DCF is for US multifamily housing
projects which, due to the perpetual nature of
the assets and the depth and liquidity of the
rental housing market, are now valued based
on periodic broker reports for each property.



MOVEMENT IN VALUE 2021 TO 2022

Methodology and
assumption changes

Equity Distributions Sales  Unwind of Operational Discount Revised

£m 2021 invested received proceeds discount performance FX 2022 rate Other 2022
UK 474 8 (27) - 36 43 - 534 14 - 548
us 632 22 (62) (93) 49 96 85 729 40 (26) 743
Total 1,106 30 (89) (93) 85 139 85 1,263 54 (26) 1,291

Both forms of valuation methodology reflect

market values and therefore Change with UK PORTFOLIO VALUE AT A RANGE OF DIscOUNT RATES

movements in the market.

The only change made to the UK portfolio was 900

a reduction of 0.25% in the base reference 800

discount rate applied to each project. This £

change has increased the valuation by < oy 612

£14 million. The approach to the project & 600 548

specific risk premia that are added to the ] 495

reference discount rate remains unchanged. B o

The resulting UK discount rates range from B s

6.75% to 8.75% depending on the maturity a

and risk of each project. The implied weighted 300

average discount rate for the UK portfolio is 6

7.9% (2021: 8.1%). A 1% change in the +2% +1.5% +1% +0.5%  DVcase -0.5% 1% -1.5% 2%

discount rate would change the value of the Discount rate

UK portfolio by approximately £569 million. @ Docember 2022 @ December 2021

The changes to the US portfolio comprise

discount rates and methodology changes for

the military housing portfolio. Discount rate US PORTFOLIO VALUE AT A RANGE OF DISCOUNT RATES

changes increased the valuation by £40 million.

Following these changes, discount rates 1,200

applied to the US portfolio now range between

6.0% and 10.5% and the implied US weighted c 1,000 338

average discount rate is 7.9% (2021: 8.3%). = 743

A 1% change in the discount rate would g 800 666

change the value of the US portfolio —§ _—

by approximately £86 million. v

For the military housing portfolio, specific § 400

changes have been made to rental growth 5

rates, overheads and tax. Rental growth rates 200

on each project are now based on the average

growth rate over the last ten years. +2% +1.5% +1% +0.5% DVcase -0.5% 1% 1.5% 2%

The overheads and tax changes are based Bisesiui Eie

on an assessment of the minimum amount T Rt S

that a purchaser of the portfolio would factor

in when arriving at an acquisition valuation.

The rental growth, overhead and tax changes PORTFOLIO INVESTMENT, DIVESTMENT AND DISTRIBUTIONS

reduced the valuation by £26 million.

As demonstrated through the operational 1,600 5

performance gain in the year, the portfolio 1250

remains positively correlated to inflation. ' 200 &

A 1% change in the long-term inflation rate oot - §

in the UK portfolio would change the valuation g 750 E

by approximately £28 million and a 1% change ®  =m 100 &

in the long-term rental growth rate in the £ -

US portfolio would change the valuation by 3 250 1 l l l l L l l I I l =0 &

approximately £80 million. @ 0 1o ®

As in previous periods, the Directors’ valuation é 250 50 ’qc:

may differ significantly from the accounting a g

book value of investments shown in the financial -500 -100 s

statements, which are produced in accordance 750 150 -

with International Financial Reporting Standards 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

(IFRS) rather than using a discounted cash H Distributions Investment Sales ~—— Directors' valuation

flow approach. A full reconciliation is provided
in section i) of the Measuring Our Financial
Performance section.
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MAIN IMAGE:

Biomes initiative.

Royal Botanic Garden Edinburgh
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INNOVATION IN SUSTAINABILITY

Towards a
zero carbon
onstruction site

With around 39%! of global carbon dioxide emissions being directly associated with
buildings, decarbonising the built environment sector is key to mitigating climate change.

With climate change one of the biggest global challenges, we believe our industry must work together at scale to shift
the dial on decarbonising construction as a whole. That's why we have set out a roadmap to deliver a zero carbon
construction site, identifying the gaps and challenges preventing zero carbon construction. Working in collaboration
with our customer the Royal Botanic Garden Edinburgh, the designer and our supply chain partners, and drawing on
the expertise of the whole UK business, we're trialling this live on the Biomes initiative.

From the materials used, developing our people’s green skills, the logistics of transporting people, plant and products
to and from the site and all the activities that take place on site during construction up until handover — we're examining
every element of the project to find lower carbon options and solutions.

KEY PROJECT LEARNINGS

Geopolymer concrete

We have been working with Roisin
Hyde, a Fulbright award-winning
Architect and Doctoral Research
Student at Queen'’s University
Belfast in the area of Novel
Materials, Architecture and Design
(NoMAD), on her geopolymer
concrete solution. This is a
low-carbon concrete substitute
made from up to 96% waste
materials from mining, quarrying,
metallurgy, water purification,
incineration and agriculture.

Our action: We are exploring how
we can bring geopolymer concrete
into use on a commercial scale on
our projects.

1. https://worldgbc.org/article/bringing-embodied-carbon-upfront/.

A

Recycling glass

We have been exploring how we
can reuse the glass that will be
removed from the iconic Victorian
Palm house. While glass is an
easy product to recycle and reuse
(and is often in high demand) we
are keen to use the palm house
glass which is so critical to the
Royal Botanic Garden Edinburgh,
to demonstrate how circular
economies can work at a local
scale. We are working with our
supply chain partners, glass
specialists, research facilities and
concrete producers to see if we
can reuse the glass for something
that would be a useful addition to
the project or the wider Royal
Botanic Garden.

Our action: Once the trial has
concluded in mid 2023, the results
will be shared with the rest of the
business to ensure as many
schemes as possible benefit.

We want to encourage others across the sector

Surplus topsoil

Topsoil is a precious resource and
every effort should be made to
reuse 100% of it. We relocated
¢.50 tonnes of soil to local
allotments as well as supporting
school’s charitable initiatives.

In an agreement with Scottish
Environment Protection Agency
(SEPA), the use of the greenfield
soils is not subject to regulation as
a waste activity which means we
can work with the material as a
clean material.

Our action: To continue to Think
Global, Act Local and try and
maximise the local reuse of any
surplus materials from the project.

to take action by sharing our progress and

learnings through a publicly available online diary.

J

Green skills

Having a construction workforce
that is trained and ready to deliver
net zero is essential. We are rolling
out a UK-wide Carbon Conscious
Education programme to ensure
employees understand the carbon
costs of their behaviour and how
they can play their part in helping
Balfour Beatty reduce its carbon
footprint — as well as reducing the
carbon impact of their own activities.

Our action: We are working with
partners to ensure qualifications
and training frameworks reflect
the importance of carbon-related
knowledge and skills, and also
providing training to our supply chain.

[=]
SCANTO VIEW
[=]
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https://worldgbc.org/article/bringing-embodied-carbon-upfront/

o

HEALTH, SAFETY AND WELLBEING
]

Keeping our
people safe

Making safety personal. Treating health like safety.

Project by project, day by day.

O&A with our Health,
Safety and Environment
(HS&E) Director, Lee Hewitt

What's your career background
been so far?

| spent 25 years with National Grid
where |'d say my career trophies were
forming large scale, collaborative
construction delivery vehicles, particularly
around Alliances. | finished as Head of
Procurement for the UK, before leaving to
work as a contractor in various organisations
including Lend Lease, the Commonwealth
Games in 2014 and Gatwick Airport.

| first joined Balfour Beatty in 2017 as a
Project Director and was appointed as HS&E
Director in 2022.

mean to you?

Q Personally, | believe Zero Harm is our

guiding principle for keeping all our people
safe and well. Is it a hard-wired, data-driven
target? No, it definitely isn’t. But is it a vision?
Absolutely. It's a real ambition that is
eminently possible and is something that

What does Zero Harm
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we will achieve, day to day, project by
project, business unit by business unit. In
many places we are already achieving Zero
Harm. | was delighted, for example, that our
Asset & Technology Solutions business
celebrated zero LTls in 2022, and we will
continue to work tirelessly to make Balfour
Beatty a Zero Harm organisation.

Working closely with Balfour Beatty's
leadership teams, and the Board’s

Safety and Sustainability Committee,
how will you use the governance
framework to drive the Company's
Zero Harm strategy in 2023?

| think there are two angles to our
governance framework; sponsorship and
accountability. The Safety and Sustainability
Committee provides Board-level sponsorship
and a clear mandate: to make Zero Harm a
fundamental tenet of our business, and to
take whatever steps are necessary to achieve
it. The governance framework underpins this,
and ensures we deliver against this mandate.

Within Balfour Beatty we have industry-
leading health and safety processes. The
governance framework holds us to account,
ensuring that we have the discipline to do
what we say we are going to do, to make
safety personal and send people home safely.

What will your focus be within
HS&E at Balfour Beatty?

For me it is about making sure that we
extend our operational reach by collaborating
consistently and effectively with key groups
of people like the supervisory community,
the supply chain, and joint ventures. As
| mentioned earlier, we have industry-leading
processes, but it's about converting the
behaviours on the ground to a Zero Harm reality.

Health and wellbeing is an
important part of Balfour Beatty’s
Zero Harm strategy, what do you
do outside of work to look after
your own wellbeing?

0

| am certainly not a saint when it comes to
wellbeing, but | do try to eat healthily, and
keep fit. Sport is a very big part of my life,
and a great way to unwind. At the age of 54
I'm still playing league cricket to a reasonable
level, and | managed to play rugby till | was
48 — my last season was in the same team
as my son Lewis which was very special.

Lee's appointment, together
with his regular attendance at
and reporting to the Safety
and Sustainability Committee,
have ensured the Committee
maintains its focus on health
and safety, and is well-placed
to understand the challenges
facing the Group.”

Stuart Doughty, non-executive

Director and Chair of the Safety
and Sustainability Committee



Governance
The Group's safety culture is led by the Board
and the Executive Committee. The Board's

LOST TIME INJURY RATE AND OBSERVATIONS

Safety and Sustainability Committee (SSC) 400,000 0.35
reviews the Zero Harm strategy, monitors
progress against the strategy’s performance 350,000 0.30
indicators and ensures accountability. The

300,000

Executive Committee sets strategic priorities 0.25
and reviews any serious incidents, and

Safety, Health & Environment Leadership 250,000

Team (SHELT) meetings provide the 020
opportunity for managing directors to offer 200,000 . l

insight and input from operations to help 0.15
inform the Zero Harm strategy. Group-wide 150,000

oversight and governance are delivered 0.10
through the SSC and Executive Committee, 100,000

while the Group Health, Safety, Environment 0.05
& Sustainability Forum is a vehicle for 50,000

learning, sharing and strategic development

across Balfour Beatty's three geographies. 0 14 15 16 17 18 19 20 21 22 0.00
Key outputs from the forum have included B Observations LTIR

the roll-out of the Observation App across
the US business, and the successful delivery
of the new What3Things? initiative through 2 Excluding international joint ventures.
Balfour Beatty worldwide. See page 49 to

find out more.

1 Pre 2022 LTIR adjusted upwards following 2023 internal re-classification of incidents within one business area.

INNOVATION IN SAFETY

Performance

Through redoubling Balfour Beatty's efforts
on preventing serious incidents and injuries,
and the rollout of the What3Things? initiative
the Group recorded a year with no fatalities,
and a 37% reduction in its major injury rate
(excluding international joint ventures), from
0.05in 2021 to 0.03 in 2022. Balfour Beatty
also reduced its lost time injury rate (LTIR) to
0.15, excluding international joint ventures.

Improvement on these key lagging indicators
reflects the Group's continued desire to keep
colleagues and supply chain partners safe
from harm. Balfour Beatty continues to
establish challenging leading indicators
designed to improve and enhance the
organisation’s safety culture. These leading
indicators stretch and challenge the business
on all aspects of health and safety, including
the raising of safety-related observations.
The Group registered 380,000 safety
observations in 2022 — a 28% increase on
2021, and an increase of 79% since 2019. In
the US, the continued roll-out and take-up of & : ¥
the Observation App has seen the number of | e o
observations double in 2022 to over 80,000.

In Florida, the ‘Make it Count’ challenge saw POSt pllllel's

teams competing to raise large numbers of

high-quality observations. Balfour Beatty Traditionally, vehicle restraint system (VRS) posts are removed using shackles and chains
colleagues continue to recognise the Group’s with operatives working near live machinery. On the Smart Motorways Alliance M3 J9-14
positive safety culture, with 90% of improvement scheme project, Balfour Beatty worked with the supply chain to introduce a
respondents to the employee engagement post puller excavator attachment. The innovation has improved safety and efficiency by
survey saying that they saw evidence of Zero removing the need for operatives to work near machinery when removing posts, thereby
Harm in their workplace, an increase from reducing people/plant interface. The new process also generated a saving of 24 shifts, the

87% in 2021. equivalent of four weeks and four days, as the speed of post removal increased. The waste
products are cleaner as entire concrete footings can be pulled out in one piece before
being broken up, separated, and loaded into wagons which has saved the project £20,000
in mitigated tip fees and reduced the amount of CO, produced as each load is classed as
clean concrete. Overall, the innovation saved the project over £50,000. It has been shared
across Balfour Beatty and across National Highways and the SMP Alliance through the
Lessons Learnt Log and Digital Efficiency register.
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HEALTH, SAFETY AND WELLBEING CONTINUED

Performance continued

Balfour Beatty is committed to learning and
continuous improvement. Serious Incident
Executive Reviews, led by the enabling
function, identify learnings from any incidents
that occur, either within Balfour Beatty or the
wider industry. In the UK, the Weekly Best
Practice and Incident Report now highlights
details of the relevant Golden Rules and
What3Things? applicable to any incidents as
well as key lessons learnt from previous
incidents. In the US, 'Safe & Lean’ briefings
highlight incident trends and provide personal
insights from senior leaders.

The Group's focus continues to be on risk
elimination through both design and a
back-to-basics focus, as well as supporting
the key role of supervisors. In the US, targeted
campaigns based on key risks have seen
hand injuries drop by 30%, while a targeted
Ladders Last campaign reduced the number
of ladder incidents by two-thirds.

Key outputs of the Zero Harm strategy in
2022 included the Supervisor Task and Finish
Forum, a group created to give frontline
managers a voice in forming the strategy. In
line with Balfour Beatty's clear, uncompromising
vision of Zero Harm.
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Supervisor task and finish forum (STaFF)

Balfour Beatty understands that inspirational supervision will drive improvement and safety across the
business and is committed to investing in this community. In the UK, Balfour Beatty has over 1,200 supervisors
who are responsible for embodying a Zero Harm culture; motivating and supporting project teams.

The Supervisor Task and Finish Forum (STaFF) was created to give supervisors a voice within the business
and a platform to share their knowledge and expertise. Comprising a number of different workstreams, and
focusing on competence and leadership, the forum has delivered several initiatives in 2022.

A Supervisor Development Programme Forum has been developed with colleagues across the business
to give all supervisors the opportunity to complete a six-day ILM3 accredited qualification upskilling them
in areas such as performance management, commercial awareness and motivational leadership.
Supervisor Passports are also being introduced to give Balfour Beatty and supply chain supervisors a
digital identity and record of competence, creating an online register of certified, competent supervisors.
Individuals must complete 12 e-learning modules based on Balfour Beatty's Zero Harm strategy 12-point
action plan to qualify for a passport. The STaFF is also piloting a structured mentoring programme to
protect corporate memory within the supervisor community.

The Forum has reported on the progress of key workstreams to the SHELT and the Executive Committee.

Next steps to Build to Last for Zero Harm

.

Communications Competence Community
Harnessing and sharing expertise Right skills and support Planning ahead

Supervisor Development

Programme ‘A career not just

ajob’

> 100 nominations for a
bespoke Balfour Beatty [LM3
qualification for supervisors
Obtain support across Balfour
Beatty including at Board-level

Gated Business Lifecycle

(GBL) involvement

> Business units to use
sSupervisors as a resource
earlier in GBL

Communications

> Effective communication
channels to be established
including a supervisor
directory for Group
Quarterly supervisor All
Hands Call to be
established

Resourcing

> ldentify existing
employees within the
business who could
consider the supervisor
career pathway

Identifying supervisors
from different populations
including those who are
directly employed,
freelance, and
subcontracted

Link into job families

Supervisor Forums

> Aquarterly UK forum to Mentorship and cross-learning
bring together supervisors @ 5 Mentoring to be a personal
from across different development review objective
business units with for experienced and aspiring
managing directors i

Forums established within B 5 A digital peer review form
different business units for supervisors

Supervisor Passports for our

supply chain

> Passports to ensure supply
chain have the correct training
and competency

> Digital access to be rolled out

in 2023

Lorry loaders

Tragically, the Group was made aware

of a number of fatalities involving other
contractors in the industry resulting from the
use of swing-up stabilisers on lorry loaders.
To help eliminate this risk for the entire
sector, Balfour Beatty led a collaboration,
bringing together the Association of Lorry
Loader Manufacturers and Importers
(ALLMI), other Tier 1 contractors, and
suppliers to bring about industry-wide change.

Balfour Beatty issued a safety alert to the
industry, using its network and influence to
raise awareness, particularly within the
supply chain, of how to control the risks of
operator entrapment during the operation of
swing-up stabilisers. Balfour Beatty helped
pilot a technical solution and promoted
temporary supervision measures Until such
a system could be rolled out.

The technical solution was achieved thri

an interlock system, which can be retrofitted
to lorry loaders. While this solution was being
rolled out, Balfour Beatty put in place
additional competency requirements for lorry
loader operators, and additional supervision. A
passporting system, accessible via QR code,
was introduced in conjunction with ALLMI to
ensure that our sites could tell at-a-glance
whether operators entering a site had fulfilled
the additional competency requirements.
From 1 January 2023 Balfour Beatty will not
permit on its sites any swing-up stabilisers
that have not been modified.

Balfour Beatty collaborated relentlessly across
the industry to remove this hazard by design,
recognising that it is only through industry-wide
collaboration that the construction industry will
move towards Zero Harm.




What3Things?

The What3Things? (W3T?) initiative was
launched in 2022, acting as a natural
companion to the focus on our 10 fatal
risks. Balfour Beatty remains committed

to designing out and eliminating risk; the
Group's Fatal Risk Working Groups (FRGs)
continue to focus on eliminating risk by
design. W3T? was designed to complement
this work by ensuring simple, effective
mitigation of residual risk.

W3T? is a practical and accessible quick
reference tool for colleagues to use on
sites, which highlights the three key safety
measures for each fatal risk. These
measures range from checking permits
and personal protective equipment, to
ensuring appropriate exclusion zones and
specific systems of work. They were identified
from a variety of sources, including the
incident review process, horizon scanning
of the industry, and the observation app.

When used alongside the Golden Rules,
the simplicity of W3T? empowers everyone
on site to make safety personal. Colleagues,
clients and supply chain partners can use
the quick reference W3T? pocket cards
and posters to check work activities and
challenge anything they think might be unsafe.

Each region of the Group has adapted the
W3T? concept to suit their work activities,
risk profiles and local regulatory requirements.
For example, in the US W3T? tied into the
OSHA ‘Fatal Four’ risks, and in Hong Kong
key messages around working in hot and
humid conditions were added to the

W3T? topics.

The Group's Safety Stand Up activities in
September 2022 focused on W3T?. Each
site was encouraged to take ownership of
the initiative by engaging with the fatal
risks and associated W3T? most applicable
to their work activities.

While specific themes have varied across
the Group’'s geographies, the impact of the
clear, simple message of W3T? has already
been felt across the business, and is
reflected in the Group's positive lagging
indicator trend. With its focus on operative-
level communication, simplicity of message
and clarity of purpose, it was estimated the
application of W3T? could prevent 80% of
incidents on construction sites. Indeed,
analysis of the trends of high-potential
incidents across Balfour Beatty showed
that the application of W3T? could have
prevented 96% of high-potential incidents
that occurred in June and July 2022.
Recognising its position and responsibility
as a respected industry leader, Balfour
Beatty shared the W3T? initiative with
other Tier 1 contractors in September 2022.
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Watch our video
on What3Things?
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ABOVE: colleagues from across the Group stop work for the Safety Stand Up events to discuss What3Things?
Also, included above examples of our What3Things? communication materials.
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HEALTH, SAFETY AND WELLBEING CONTINUED

Leading the industry
on health

Balfour Beatty recognises that a healthy and
safe workforce is essential to achieve a
successful, sustainable business and remains
committed to treating health like safety. It is
pivotal to the Group's success that innovations
to improve the health of the workforce are
shared and promoted across the industry,
protecting the health of the shared supply chain.

In the UK, the ongoing work on health is
underpinned by the Health and Wellbeing
Maturity Matrix, which allows each project
and business unit (BU) to benchmark against
best practice for 10 categories including
wellbeing, mental health, and governance.
At the beginning of 2022, each project and
BU was required to self-assess its level of
progress (beginner, committed, established,
or advanced/leader) and create a detailed
plan of how to improve to reach the next
stage. Demanding performance expectations
have been set, with all projects and BUs
tasked with achieving Level 4 (advanced/
leader) in each category by the end of 2023.
The matrix has successfully driven
improvement as 93% of business units
achieved on average either established or
advanced status in 2022.

Balfour Beatty continues to support and
co-chair the Health in Construction Leadership
Group (HCLG) and actively participates in its
sub-groups. Building on the organisation’s
strong affiliation with construction mental
health charity Mates in Mind, colleagues
from Balfour Beatty took over the chair of the
Mental Health Working Group in 2022. In the
HCLG's Respiratory Risk Group, Balfour
Beatty has been working with 3M to develop
a respiratory protective equipment (RPE)
standard. Designed to remove reliance on
disposable respiratory protection, this folded
pocket card provides guidance and instruction
for the end user on more effective respiratory
equipment, and can be distributed to the
supply chain.

The Group is also committed to improving
awareness of health issues among its
frontline workforce. A new e-learning health
course, Managing Health Risks in Construction,
was launched in 2022. Designed to effectively
manage health risks in the workplace, this
eight-part course is an enhanced, bespoke
evolution of the course Balfour Beatty
designed in conjunction with the British
Occupational Hygiene Society. In keeping
with the Group's focus on relentless
collaboration, the course has been shared
with colleagues from across the Group, and
will be shared with the wider industry and
contractor groups.
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Suicide prevention
awareness

Balfour Beatty US took an active part in
Suicide Prevention Awareness Month in
September to raise awareness of mental
health and to create a supportive culture
where colleagues and supply chain partners
can help support those experiencing mental
health challenges. In addition to hosting a
suicide prevention webinar with the
founding leader of the Construction
Industry Alliance for Suicide Prevention
(CIASP), Balfour Beatty launched a new
dedicated mental health website, Suicide
Prevention Awareness, to provide ongoing
support to those experiencing difficulties. It
is designed to connect individuals to
leading support organisations and
associated resources, and is available to
employees and supply chain partners in
both English and Spanish. It provides quick
access to the 988 Suicide & Crisis Lifeline,
the Substance Abuse and Mental Health
Services Administration (SAMHSA)
National Helpline, the National Domestic
Violence Hotline and resources from the
Construction Industry Alliance for Suicide
Prevention (CIASP).

Mental health

Our Golden Rules are the cornerstone of
Zero Harm, they are: be fit for work; always
receive a briefing before starting work; report
all unsafe events and conditions; and stop
work if anything changes. The Group's focus
on Be Fit for Work looks at not only good
physical health, but also positive emotional
and mental health.

Balfour Beatty has invested heavily in its
frontline response to mental health in the
workplace. In the UK, over 500 trained
Mental Health First Aiders support
colleagues, while in the US over 300
colleagues have completed the 'Question,
Persuade, Refer' mental health training.
Trained first responders are the first line of
support for those struggling and therefore
can find themselves in challenging situations.
To help support these colleagues, Balfour
Beatty's occupational health professionals
have developed in-house trauma support
training to provide post-incident mental
health support.

In the UK, Balfour Beatty marked Mental
Health Awareness Week with a campaign on
the week's theme of loneliness. It covered a
series of related themes, such as bereavement,
and identified specific sources of support for
people at higher risk of loneliness in our
industry, including young people, carers,
parents and returning workers. The campaign’s

SUICIDE
PREVENTION

SCAN HERETO VISIT
THE WEBSITE

focus on sources of support saw an increase
of 26% in support requests to the employee
assistance programme in the UK, through
heightened confidence and knowledge of
what it provides to employees. In the US,
colleagues were signposted to resources during
Stress Awareness Week and educated about
the link between stress and physical health.

In the UK, Balfour Beatty maintains a strong
partnership with Mates in Mind, and
cohosted a stand at the Safer Highways Live
event. Balfour Beatty supports the charity's
ambition to tackle mental health in apprentice
populations. Committed to relentless
collaboration wherever it operates, and
recognising the vital importance of charities,
contractors and industry groups working
together to tackle mental ill health, Balfour
Beatty worked with supply chain partner
Ford, to support the launch of the mental
health campaign ‘Make it Visible'. The
initiative is designed to raise awareness and
promote the support available for individuals
struggling with mental health. A fleet of
branded cars signposting individuals to
support will transport Mental Health First
Aiders to sites across the country. Balfour
Beatty piloted the scheme at Lewisham
Gateway, London and was invited to
participate in a panel discussion at the
Commercial Vehicle Show at the launch

of the campaign.



Awards

Balfour Beatty’s health and safety
performance has been recognised by a wide
array of industry bodies and clients in 2022.

In the UK, Crossrail C530 Woolwich won the
Health & Safety Excellence Award at the
Construction News Awards. The Balfour
Beatty-led project team achieved six years of
work, just over five million hours, without a
statutorily reportable incident and two years
and five months without a lost time incident.
The judges commented: “Often, our industry
thinks that to deliver success, they have to
do something new, but this team has
demonstrated that focusing on the delivery of
the basics and being unrelenting in the
approach to doing them well has transformed
the culture, behaviours, and standards they
expect to deliver every day.”

In the UK, Balfour Beatty, in collaboration
with Flannery Plant Hire, won the Training
Excellence Award for the Operator Skills
Hub. The Hub was created to raise industry
standards, respond to the shortage of skilled
workers in the construction sector, and gear
up the industry to tackle the large, ambitious
infrastructure projects in its pipeline.

In bespoke, state-of-the art facilities, the Hub
offers health and safety management training
and enhanced training to meet the needs of
the industry such as a two-day advanced
engineers’ utility detection course in a
custom-made area that mirrors a live

site environment.

In Hong Kong, Gammon received a CT Good
Jobs health and wellbeing award for the third
year running, receiving the Grand Best
Corporate Wellbeing Programme Award.
Flagship commercial development project,
Anton Street, won no fewer than six awards
from the CIC, including a Gold Considerate
Contractor award and a Gold Innovation for
Safety and Excellence Award. Three individuals
on the project were also recognised with
‘model worker’ awards.

At a national level, Balfour Beatty US
received the AGC Safety Award from the
Texas Highway, Heavy, Utilities & Industrial
Branch of the Associated General Contractors
of America for the 25th time in 27 years. This
award recognises contractors that achieve a
recordable incident rate that is 25% below
the national average.

INNOVATION IN SAFETY

Automatic Cone Laying Machine

In the UK, Balfour Beatty became the first construction company to roll out an
Automated Cone Laying Machine (ACLM). The unit was piloted in collaboration
with National Highways across Balfour Beatty's Connect Plus Services
consortium, which operates and manages the M25 and its key arterial routes
on behalf of National Highways. Cone laying traditionally puts roadworkers at
risk from exposure to live traffic and potential musculoskeletal injury, with
operatives lifting up to five tonnes of equipment per shift. The ACLM has
automated this process. The machine can lift and deploy cones in under 10
seconds, both eliminating the need for manual handling and reducing the
amount of time operatives are directly exposed to the live road environment.
Balfour Beatty continues to lead the industry in setting new standards for
safety and moving towards achieving Zero Harm.

Watch our video to see
the machine in action.

SCANTO WATCH

In Hong Kong, Gammon
received a CT Good Jobs health
and wellbeing award for the
third year running, receiving the
Grand Best Corporate Wellbeing
Programme Award.”
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ETHICS AND COMPLIANCE

Doing the
right thing

Every day we are trusted by customers, business partners and the

communities we work with and for, to do the right thing, make a difference
and to behave responsibly. That includes treating each other fairly, respecting
our business partners and caring for our communities - leaving a legacy we
can be proud of. It also means being transparent and acting with integrity.

Ethics programme

Under the ownership of the Board, the ethics
and compliance programme implements a
framework of policies and procedures to
ensure the Group’s commitment to doing
the right thing.

In addition to launching a new Code of Ethics
in June 2022, other improvements to the
ethics and compliance programme have
included enhancement of the team, with the
hiring of dedicated ethics and compliance
personnel in both the UK and US. In relation
to the US military housing business, Balfour
Beatty continued to cooperate with the US
Department of Justice under the terms of a
Monitorship Agreement entered into on

6 September 2022.

During 2023 the ethics and compliance
programme will be enhanced with the
completion of an external and independent
risk assessment across the Group. Further
focus will also be given to improving
speak-up reporting and analysis with a
retender and anticipated consolidation of
the Group’s ethics management systems,
together with the engagement of a new
ethics and compliance e-learning and
training content partner to enhance the
focus, effectiveness and usability of
training content.

Speak Up helpline

Fostering a speak-up culture, in which employees
feel empowered to talk about any issue, is
essential. Balfour Beatty actively encourages
speaking up in the event of a question or
concern and provides a variety of channels
through which employees and stakeholders
may do so, including the Balfour Beatty
Speak Up helpline. The 2022 employee
engagement survey showed that 83% of

UK and US responders felt able to express
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concerns, with 82% of responders confident that
reports of unethical, dishonest or unacceptable
behaviour would be acted upon. The Group's
no retaliation policy encourages the reporting of
possible ethical breaches and offers
protection for individual employees.

SPEAK UP HELPLINE
CASES NUMBER

In 2022 a total of 279 reports were received
across the Group, an increase of 42% from
2021. Substantiated cases also saw a
significant increase from 9% in 2021 to 23%
in 2022. This is a positive trend attributable in
part to the launch of the new Code with
improved employee awareness of doing the
right thing and the importance of speaking up.

Employee conduct continued to constitute 18 19 20 21 22
the majority of cases received (45% in 2022,
44% in 2021) followed by cases relating to:
Code of Ethics violations; fraud, deception
and dishonesty; and health and safety.
Confirmed breaches of the Code of Ethics
may result in disciplinary action, including
termination of employment for serious
breaches. A substantiated breach by a supply
chain partner may result in termination of
their contract.

CASES PER 1,000
EMPLOYEES
(BALFOUR BEATTY) NUMBER

Data privacy

Balfour Beatty continues its efforts to ensure
a defensible position against the requirements
of data protection law, including compliance
with the UK GDPR. Recent activities include
rolling out a new method for assessing the
severity of personal data breaches, a more
comprehensive approach to delivering
training, developing new guidance notes and
updating existing privacy notices. Going
forward, we will review our accountability
measures including documentation obligations
and ensuring processing activities are
accurately mapped and risk-assessed

if required.




Improving industry standards
The Group plays its part in supporting others
too, and strives to help improve ethical
business standards across the industry,
regularly interacting and supporting industry
bodies for ethics such as the Institute for
Business Ethics and the Business Ethics
Leadership Alliance.

Modern slavery

Balfour Beatty is a member of the Modern
Slavery Construction Protocol and works
closely with the Gangmasters and Labour
Abuse Authority to prevent exploitation of
workers. During 2023 efforts will be focused
on improving governance in this area through
the creation of a cross-functional steering
committee to set and approve the Group’s
strategic objectives in relation to modern
slavery, and oversee the activities of the
modern slavery working group.

Find more information on Balfour Beatty's
approach to modern slavery including the
Group’s modern slavery statement at:
www.balfourbeatty.com/services/
modern-slavery/.

CODE«s

ETHICS

In June 2022 Balfour Beatty launched a
new Code of Ethics across the Group.
Underpinned by the values and
behaviours in our cultural framework, the
Code sets out clearly the principles that
should guide everyday decision making
to ensure that we all do the right thing. It
is there to support everyone in the
decisions we make, empowering us to
hold each other accountable and
challenge when we feel Balfour Beatty’s
standards are being undermined or our
reputation put at risk. The Code applies
everywhere, every day to everyone who
works with and for us. It tells others what
they can expect of and from us — the
standards that we set ourselves in being
Trusted' and how we ensure that our
decisions and actions are consistent with
our Values.

Mandatory ethics training was rolled
out across the Group to support launch
of the new Code. For senior leaders
this involved workshops that used

Balour Beatty
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96%

of responding UK and US
employees confirmed
they were familiar with
the new Code of Ethics in
the employee
engagement survey.
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real-life scenarios to discuss why
business ethics matters and the critical
role senior leaders play in setting the
tone and promoting a culture of doing
the right thing. 97% of in-scope senior
leaders completed the training.

All-employee training included tool-box
talks for frontline project-based teams
and a new e-learning module for all
other employees. All training included
scenarios tailored and relevant to the
audience to help bring the Code's
principles to life. 95% of in-scope
employees completed the e-learning.

As a principles-based document the
Code applies equally to our external
business partners. Details of the new
Code and Supplier Standards were
issued to all supply chain partners.
Business leaders were also equipped
with talking points to communicate
Balfour Beatty's approach to ethical
business and the new Code with key
customers and partners.

In 2023 we will continue to embed
understanding of the Code’s principles
through further targeted communications
and training, together with appointing
an independent organisation to
conduct a wider ethical culture survey.

Watch our Code
of Ethics video:
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TAX STRATEGY

Being a responsible
taxpayer

This tax strategy has been prepared and published in accordance with
paragraph 16 (2), Schedule 19, Finance Act 2016, on behalf of Balfour
Beatty plc and all UK tax resident entities in the Balfour Beatty Group.

Being a responsible taxpayer
Balfour Beatty recognises that paying taxes
arising from its activities is an important part
of how it supports the communities in which
it operates. The Group makes a major
contribution to the tax revenues of
governments in the numerous territories in
which it operates. For example, the Group's
tax contribution extends considerably beyond
corporation tax and the collection of
substantial amounts of income tax and
includes the payment of significant employer
social security contributions.

The Group's tax strategy, approved by the
Board, is to sustainably minimise tax cost
whilst complying with the law. In doing so,
Balfour Beatty ensures it acts in accordance
with its cultural framework, which provides a
simple and clear view of the purpose, values
and behaviours of the Group’s Build to Last
strategy. The Group aims to meet all legal
requirements, filing all appropriate tax returns
and making tax payments accurately and on
time. The Group's tax strategy applies to all
territories in which it does business.

Tax governance

Balfour Beatty has clear tax policies,
procedures and controls in place which are
overseen by the Chief Financial Officer.

A dedicated internal tax team, led by the
Group Head of Tax, is responsible for the
implementation of the Group's tax strategy
and supporting tax policies. Members of the
tax team are highly experienced with
appropriate professional qualifications and
experience which reflect the responsibilities
required for their roles.
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Tax risk appetite

The Group manages its tax affairs in a
proactive manner that seeks to maximise
shareholder value and as such utilises tax
incentives or opportunities for obtaining tax
efficiencies where appropriate and where
they support genuine commercial activity.
The Group does not enter into artificial
arrangements that lack commercial purpose
in order to secure a tax advantage. The aim is
to ensure full compliance with all statutory
obligations and as a consequence attempt to
minimise risk wherever possible.

Balfour Beatty does not tolerate tax evasion
or the facilitation of tax evasion. Balfour Beatty
applies appropriate procedures and controls
which seek to prevent any person acting on
its behalf from facilitating tax evasion.

Managing tax risk

There are a number of factors that affect the
Group's tax risk and these arise both
internally and externally. Balfour Beatty's
ability to control these factors varies and its
internal tax team works to minimise these
risks to an acceptable level. For example:

> new and developing tax legislation is
monitored and, where it is relevant, Balfour
Beatty participates in consultations issued
by the tax authorities. When new or
changed legislation is announced, the
impact on the Group is assessed and
active measures are taken to ensure there
are adequate processes in place to comply
with any change;

> taxrisks in relation to compliance and
reporting are managed by meeting
regularly with professional advisers,
industry groups and the tax authorities to
both keep abreast of changes in these
areas and to seek information on new
systems and software; and

> risk in relation to tax in general is managed
by the internal tax team and if a position is
uncertain the Group may obtain third-party
advice in order to gain clarity or support for
a particular stance or approach.

Any tax risks are included in the Group Risk
Register as part of Balfour Beatty’s Group-
wide approach to risk management, as set
out in further detail on pages 84 to 88.

Interaction with tax authorities
Balfour Beatty’'s approach to its tax affairs is
supported by an open, honest and positive
working relationship with the tax authorities,
with regular dialogue. Should any dispute
arise with regard to the interpretation and
application of tax law, the Group is committed
to addressing the matter promptly and resolving
it in an open and constructive manner.



SUSTAINABILITY

Buildin
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Introduction

As one of the world's biggest economic
engines, the construction and infrastructure
industry has a major part to play in achieving
the United Nations Sustainable Development
Goals. Since Balfour Beatty launched its
refreshed sustainability strategy — Building
New Futures —in 2020 the Group has made
significant advances in key areas, including
achieving almost 50% of its 2030 £3 billion
social value target. It has also prioritised
pushing technological boundaries given one
of the main barriers to progress is the gap in
the technology that is available to help drive
down carbon emissions.

Balfour Beatty is now focused on moving
from the ambition phase of reduction
strategies to updating action plans in line
with the latest scientific basis for
sustainable management, following the
clear pathway set by the UN Sustainable
Development Goals.

Balfour Beatty is aware of the Transition Plan
Taskforce (TPT) disclosure framework and its
proposed development of sector specific
guidance documents during 2023. The Group
will work towards integrating the TPT
disclosure framework guidance as it develops
its own Transition Plan. To support with the
development of this plan, the UK business has
formed a cross-functional ESG leadership
group consisting of its senior leadership which
have the biggest role to play in delivering ESG
commitments and compliance requirements.

for
uture

Governance

The Board's Safety and Sustainability
Committee (SSC) reviews the Group's
sustainability strategy and monitors progress
on sustainability and climate-related issues
including carbon emissions, materials and
waste management, and social and community
matters. The Group Chief Executive has overall
responsibility for setting Balfour Beatty's
sustainability policy and overseeing how
Environmental, Social and Governance (ESG)
related matters are managed.

The Executive Committee sets the Group's
sustainability ambitions and targets, directing
each strategic business unit (SBU) to develop
its own sustainability action plan. Each SBU
has a sustainability lead, who is responsible
for developing bespoke sustainability action
plans aligned to the Group's 2030 targets
and 2040 ambitions.

The senior leadership of each SBU is
responsible for agreeing its sustainability action
plan and ensuring it is delivered and adequately
resourced. The plans detail how projects
should deliver sustainability at a local level,
recognising that Balfour Beatty has a
responsibility to ensure it is not negatively
impacting the environment and bringing about
environmental benefits wherever possible.

Areas of focus within the sustainability action
plans include reductions in waste and water,
using responsibly sourced timber, reducing
GHG emissions, supporting local employment
and skills including local businesses, and
community engagement through charitable
fundraising, volunteering, and mentoring.

PricewaterhouseCoopers LLP (PwC LLP)
provides limited assurance over selected
greenhouse gas and social value performance
data for annual reporting purposes.

HOW WE MANAGE SUSTAINABILITY

Safety and Sustainability
Committee

The Safety and Sustainability Committee

reviews the Group's sustainability strategy;

monitoring progress and ensuring
accountability at Board level.

Executive Committee

The Executive Committee sets overall
sustainability targets and ambitions.

®

Strategic Business U

Each strategic business unit has a
sustainability lead who is responsible for

bespoke sustainability action plans that are
aligned to the Group's 2030 targets and 2040
ambitions. They ensure projects are managed

sustainably while reviewing and sharing
best practice and identifying opportunities
for improvement.

®

Internal audit and external

assurance

Internal audit teams review performance
against the Group's sustainability strategy.
PwC LLP is engaged by Balfour Beatty to

provide independent limited assurance over
the reporting of social value, and the Group’s

Scope 1 and 2 greenhouse gas emissions.

Balfour Beatty plc Annual Report and Accounts 2022

55

yodai aifajensg



SUSTAINABILITY CONTINUED

O&A with our Group
Director of Sustainability
Jo Gilroy

been so far?

My career as a sustainability professional
is diverse having worked across multiple
geographies and sectors. | began my career
working for IKEA in Sweden before moving
to Australia. | returned to the UK to take up
a position with the FTSE 100 distribution
and logistics group, Bunzl, as their Head of
Sustainability & Corporate Responsibility. |
worked closely with Government and key
customers in the hospitality and retail
sectors to help address ocean pollution
from single use plastics. | entered the
construction sector as Group Head of
Sustainability & Environment at Kier before
joining Balfour Beatty in April 2022.

Q What has your career background

What is your vision for 2023
and beyond?

There are no ‘silver bullet’ solutions
when it comes to sustainability. In 2022, we
began to enhance our focus on an ‘every
person, every decision, every time’
approach, with the aim of embedding a
sustainability mindset across the workforce
in all of the Group’s core geographies.

have in store for Balfour Beatty?

We need to widen our focus to address
the Group's environmental impact beyond
carbon emissions. For example, biodiversity is
not a lesser goal than carbon reduction — they
must go hand-in-hand. Balfour Beatty took a
principled stand in 2022, declining to transition
from diesel to hydrotreated vegetable oil
(HVO) in heavy plant.

Q What does the sustainability team

Procuring HVO at scale while remaining
transparent, traceable and sustainable is a
significant challenge. There is real risk that
doing so would create a worse environmental
problem in the process — with the impact on
biodiversity in parts of the world like South
East Asia not yet understood.

Our priority is therefore not to be distracted
by transition options such as HVO but to
move as quickly as possible to decarbonise
Balfour Beatty's operations and to develop
the use of genuinely sustainable alternatives
to diesel — guided by the Fuel Hierarchyz we
set out in 2022. Developed by our in-house

OUR SUSTAINABILITY STRATEGY - BUILDING NEW FUTURES

~

6

EIEIE

Responding to climate
change and managing
our impact on the
environment

Beyond Net
Zero Carbon

2040
AMBITIONS

®

Achieve our
science-based
carbon reduction
target

®

2030
TARGETS

© &
j vamas |

Choosing the right
materials, using less
materials and creating
value from the materials
we no longer need

Generate
Zero Waste

40% reduction in
waste generated

Improving the prosperity
and wellbeing of
individuals and
communities

Positively Impact
More than
1 million People

® ®

£3bn social
value
generated

@ U]

Local Sustainability Action Plans

56 Balfour Beatty plc Annual Report and Accounts 2022

energy management experts, this easy-to-
understand tool will support everyone at
Balfour Beatty and its supply chain partners
to select the right energy sources for plant,
equipment, vehicles and buildings — which
generate the vast majority of the Group'’s
Scope 1 and 2 emissions.

How does your regular attendance
Q at the Safety and Sustainability

Committee and direct engagement
with the Board enable you and your
function to embed a culture of
sustainability across the Group, and
deliver against the challenges of
achieving Zero Waste and Net Zero?
To be truly effective, sustainability in any
organisation must be led from the top down.
The active engagement of the Board, and in
particular the Safety and Sustainability
Committee, provides an additional layer of
governance, and enables me to draw on the
extensive expertise of the Board and
Committee members to ensure that our
sustainability strategy is embodying Balfour
Beatty's core values, and ultimately doing
the right thing.

2 https://balfourbeatty.com/media/319635/
balfour-beatty-fuel-hierarchy.pdf

Balfour Beatty continues
to make a meaningful
contribution to the
communities it works in.”
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Beyond Net Zero Carbon

In its sustainability strategy, Building New
Futures, published in 2020, Balfour Beatty set
out its 2030 target of halving 2020 carbon
emissions (Scope 1, 2 and 3) and an ambition
of going Beyond Net Zero Carbon by 2040 on
an absolute reduction basis.

The Group continues to implement and explore
new opportunities to reduce Scope 1 and 2
greenhouse gas (GHG) emissions and its
reliance on fossil fuels. Examples include:

> using low or no carbon technologies
and algorithms to assist decision
making and to drive sustainability
performance improvement,

> reducing onsite generation of electricity
from fossil fuels in diesel generators
through early adoption of temporary
electricity supplies and battery storage
technologies; and

> electricity purchased via the UK-wide
supply contract is backed by renewable
energy guarantee of origin (REGO)
certifications from solar and wind
renewable technologies.

In November 2022, Gammon, our joint venture
in Hong Kong, mobilised the Causeway Bay
office project deploying the Enertainer, an
electric-powered battery storage system
developed in partnership with its key supply
chain partner, AMPD Energy.

In the UK, many of the energy efficiency
improvements and related innovations have
been driven by an in-house team which is
certified to ISO 50001, the Energy Management
System standard. Gammon, our joint venture in
Hong Kong, is also certified to that standard.

Despite significant progress in reducing
material emissions, applying new technologies
and accessing renewable energy sources, the
Group's absolute carbon emissions increased
in 2022.

Construction is an innately carbon intensive
industry and the reasons for the increase are
complex. The balance between economic
design, satisfying general public requirements
for the built environment and delivering against
environmentally satisfactory requirements that
align to net zero emissions remains a challenge
given two of these three elements are outside
of the Group’s control.

In addition, there is a lack of proven low-carbon
scalable technology solutions, the impact of
global supply chain problems, rising energy
prices and the fallout from the COVID-19
pandemic which has reduced opportunities to
drive low carbon solutions as customers have
looked to drive efficiencies and in 2022 Balfour
Beatty also saw an increase in the amount

of tunnelling and earthworks which are
amongst the most carbon intensive

elements of construction.

To meaningfully decarbonise, the Group must
secure buy-in from clients and design partners
to design carbon out from the beginning. The
Group will also continue to engage with supply
chain partners to drive innovation to plug
technology gaps.

2023 actions to cut emissions

> Implementing business-by-business
improvement plans, supported by better
carbon data and clear annual
improvement targets.

> Where appropriate, mandating low-carbon
solutions in the UK so business units need to
‘opt out’ rather than ‘opt in’, including
deploying EcoSense cabins on all new
project sites; linked into the EcoNet energy
management tool, and using the Power
Profiler tool to identify low-carbon
equipment options.

> Completing the validation process for a
science-based target validated by the
Science Based Targets initiative (SBTi) as
aligning with limiting global warming to 1.5C
or <2C as advised by climate scientists.

» Sharing knowledge across the workforce,
and analytics and performance-reporting
capabilities where this is necessary for
their role.

The UK business has also published a Carbon
Reduction Plan (available on its website) to
illustrate carbon reduction initiatives and
provide further information on its carbon
performance and actions to improve. As part
of this plan, the UK business has also
committed to a 1.5 degree decarbonisation
pathway and will be submitting its

reporting methodology to the SBTi for
validation in 2023.

Scope 1 and 2 GHG emissions
Balfour Beatty operates in three principal
geographies — the United Kingdom, the United
States, and through Gammon in Hong Kong.

Since establishing its initial sustainability
strategy over a decade ago in 2010, Balfour
Beatty has reduced its total Scope 1 and
Scope 2 GHG emissions from 357,983
tonnes of carbon dioxide equivalent (tCO,e)
t0 253,695 tCO,e or a 29% reduction.

Since the rebaselined absolute reduction
target of 2020, the Group's Scope 1 and 2
emissions have increased from 205,517 tCO,e
t0 263,695 tCO,e or a 23% increase. Whereas
the 2020 Scope 1 and 2 absolute emissions
are significantly lower than those in 2010,
consistent increases in the past two reporting
years beyond the baseline demonstrate that
the construction industry is still heavily reliant
on fossil fuels. These increases in its Scope 1
and 2 emissions incentivise the Group to go
further and deeper with alternative low or no
carbon technologies, implementing these as
standard, adopting modern methods of

FIVE-YEAR ROLLING AVERAGE,
SCOPE 1 AND 2 GHG EMISSIONS
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construction and influencing the supply chain
to provide low or no carbon solutions.

From prior year 2021 to 2022 the Group's
total Scope 1 and Scope 2 GHG emissions
increased when using a location-based
approach from 240,781 tCO,e to 253,695 or
5%. Using the market-based approach there
is a similar upward trend from 2021 by 8%.

The Group's GHG emissions intensity in 2022
decreased by 11% in comparison to 2021
from 25.3 tCOe/E£m revenue to 22.4
tCO,e/E£m revenue when using a location-
based approach. Using the market-based
approach, there is a smaller 9% reduction to
22.3 tCO,e/Em revenue from 24.5 tCO e/fm
revenue.

GHG emissions increased in the UK
compared to prior year by 15%, and in the
East Asia region increased to a lesser extent
by 5%. The US decreased overall by 14%.

Scope 3 emissions

Scope 3 emissions are those not directly
controlled by Balfour Beatty. They occur
largely in the Group's supply chain and make
up the bulk of the GHG emissions associated
with the Group's activities. As such, measuring
and reducing these emissions is a priority for
the Group.

The Group engaged the Carbon Trust in 2021
to support the development of a robust and
replicable reporting methodology for Scope 3
Category 1, defined as the most material

of the 15 Scope 3 categories to the

Group's operations.
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SUSTAINABILITY CONTINUED

Beyond Net Zero Carbon
continued

Achieving net zero emissions throughout the
Group's entire supply chain will require effective
and coordinated collaboration across many
diverse stakeholders, the ability to share
information and correctly designed incentives.
In 2023, Scope 3 net zero roadmaps will be
developed for the largest Scope 3 categories.

While Balfour Beatty has made significant
progress in collecting Scope 3 data and
establishing a 2020 baseline, the final figures
remain subject to internal data quality control
checks as well as external validation by the
SBTi. For this reason the Group is disclosing
the Group’s Category 1 Scope 3 emissions
only to illustrate the scale of these emissions
of this scope in comparison to Scope 1 and

2 emissions.

In the 2023 Annual Report a full breakdown of
the Scope 3 emission categories will be
provided. The Group has determined that
Scope 3 emissions have accounted for more
than 90% of the Group's total carbon footprint
in 2020, 2021 and 2022. Scope 3 emissions
are measured using the GHG Protocol Corporate
Value Chain (Scope 3) Standard.

GHG reporting methodology

and assurance

Balfour Beatty’'s GHG emissions are reported
in accordance with the UK Government's
GHG reporting requirements covering all
seven UNFCCC/Kyoto gases. The Group
uses the operational control approach under
the GHG Protocol Corporate Accounting and
Reporting Standard as at 31 December 2022
to report emissions from its operations
around the world.

In 2022, alongside the location-based method,
Balfour Beatty reported against the GHG
Protocol Scope 2 market-based reporting
methodology. This method allows the
application of an emissions factor of zero
tCO,e per kWh to supply contracts from
suppliers of purchased electricity from
renewable sources with a guarantee of origin
certificate. For example, in 2022 in the UK circa
16,000 MWh of Renewable Electricity
Guarantees of Origin (REGO) certificates for
electricity were procured for electricity
purchased through the Group's utility
procurement contract. A residual mix emission
factor is applied to electricity where a REGO is
not available. For electricity which does not
come from a renewable source and a country
specific residual mix emission factor is not
available, Balfour Beatty has applied either the
appropriate supplier factor based on the
supplier’s published fuel mix where it is known
and can be evidenced, or the country average
electricity emission factor provided by the
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SCOPE 1,2 AND 3 GHG EMISSIONS

Base year
Carbon emissions ltCOzei 2020 2021 2022
Scope 1 162,816 199,002 217,757°
Scope 2 (location-based) 42,701 41,779 35,938%
Scope 2 (market-based) 38,696 34,340 34,629%°
Total Scope 1 and 2 carbon emissions
(location-based) 205,517 240,781 253,695
Total Scope 1 and 2 carbon emissions per £m
revenue (location-based) 18.8 25.3 22.4%®
Total Scope 1 and 2 carbon emissions per £m
revenue (market-based) 18.4 24.5 22.3%
Scope 3 3,699,647 3,588,073 3,288,390

Note 1: Scope 1 emissions include those resulting from the activities relating to the direct combustion of fossil fuel and use

of refrigerants.

Note 2: Scope 2 emissions are indirect from the use of electricity.

Note 3: The Group's Greenhouse Gas disclosure metrics and descriptions can be found in Part 2 of the Global Sustainability
Reporting Guidance version 1.6 https://balfourbeatty.com/sustainabilityreporting.

Note 4: Data includes all joint venture operations where Balfour Beatty has operational control including Gammon Construction.

Note 5: To calculate the carbon intensity an adjustment to the final revenue has been made from £9,243,759,515 to
£11,301,238,688. This includes inter company revenue and revenue from operations where Balfour Beatty has
operational control in line with the Group's GHG reporting operational control methodology. Where Balfour Beatty
does not have operational control, the Group does not account for any associated emissions or the associated
revenue. Where Balfour Beatty has operational control of a joint venture or joint operation, the Group reports 100%
of the emissions and adjusts the revenue to account for 100% of the associated revenue; an example of this is the
Gammon joint venture in Hong Kong where an adjustment is made accordingly.

® Included within PwC LLP's limited assurance scope.

|IEA, EPA or Defra (as appropriate). Balfour
Beatty's total energy consumption in MWh is
shown on page 59 to allow readers to make
more informed comparisons of the Group’s
energy use.

Although Balfour Beatty’s Scope 1 and 2
emissions measured in tCO,e increased by 5%
(12,914 t1CO,e) from 2021 to 2022, energy use
measured in M\Wh decreased by 2% (21,460
MWh). This difference can be explained by the
fact that different fuels have different carbon
intensities, with some fuels attracting greater
carbon conversion factors than others. The
MWh table does not include fugitive emissions.

The energy use table illustrates that there has
been a significant shift from the predominant
use of red diesel in 2020 to 5% biodiesel use in
2022. This is reflective of the reform of red
diesel and other rebated fuels entitlement in the
UK and the replacement of dyed diesel for 5%
biodiesel blends in Hong Kong. Whereas
comparatively biodiesel blends are less carbon
intensive this displacement reiterates the
significant challenges faced by the sector in
terms of adopting low-carbon alternative
technologies for large operational plant and
onsite generation.

Balfour Beatty's Scope 1 and 2 GHG emission
sources include emissions from assets that are
otherwise not referred to across the rest of the
financial statements, such as energy provided
by landlords or customers that Balfour Beatty

does not pay for. In 2022, the Group generated
173 MWh of renewable electricity from the
widespread adoption of solar cabins, solar
tower lights, solar mobile signage and hybrid
generation on project sites. A further 413 M\Wh
was generated from green hydrogen, see the
case study below for more information.

The Group has determined and reported the
emissions it is responsible for within this
boundary and does not believe there are any
material omissions. The Group uses the UK
Government's carbon conversion factors,
updated in 2022, to calculate its emissions into
equivalent tonnes of carbon dioxide (tCO,e) and
the IEA’s 2022 international conversion factors
for electricity (Scope 2) except for the UK and
the US where the UK Government and the US
EPA conversion factors were applied as they
more accurately reflect geographical carbon
intensities of local grids.

PwC LLP was engaged to undertake an
independent limited assurance engagement
of the Group's Scope 1 and 2 emissions, and
resulting emissions intensity (expressed as a
ratio of emissions to revenue), reporting to
Balfour Beatty plc using the assurance
standards ISAE 3000 (Revised) and ISAE
3410 over the GHG data that has been
highlighted in this report with the symbol ®.
PwC LLP’s full statement is available at:
www.balfourbeatty.com/ILA.


https://balfourbeatty.com/sustainabilityreporting
http://www.balfourbeatty.com/ILA

ENERGY USE IN MWH

Fuel 2020 2021 2022
Electricity purchased - green tariff 12,536 15,812 21,758
Electricity purchased - other 76,984 78,623 73,733
Electricity from solar renewables 35 372 173
Electricity from green hydrogen - - 413
Electricity total 89,655 94,807 96,077
Natural gas (includes CNG) 8,147 8,867 12,878
Industrial gases 4,687 3,358 3,666
5% biodiesel blend 245,452 305,510 675,875
5% biofuel petrol blend 54,799 123,906 53,284
Biodiesel 53 33 83
E85 petrol 188 886 221
Gas oil (red diesel) 344,754 437,246 111,871
100% mineral diesel 14,071 14,614 14,281
100% mineral petrol 3,701 3,988 3,261
LPG 57 143 113
GTL - 3,154 3,432
Boiler fuel 454 472.27 423
HVO - - 61
Global total 765,917 996,986 975,526
UK energy use % of total 50% 33% 40%
MWh per £m revenue 70 105 86

Note 1: The figures in this table include energy from all joint venture operations where Balfour Beatty has operational control,

including Gammon.

Note 2: The MWh per £m revenue is calculated using the adjusted revenue figure disclosed in Note 5 to the Scope 1, 2 and 3

GHG emissions table on page 58.

The level of assurance provided for limited
assurance is substantially lower than a
reasonable assurance engagement. In order to
reach its opinion, PwC LLP performed a range
of testing procedures over the GHG data. A
summary of the work PwC LLP performed is
included within its assurance opinion.

Non-financial performance information, GHG
quantification in particular, is subject to more

INNOVATION IN SUSTAINABILITY

inherent limitations than financial information.
The limited assurance statement should be
read in the context of the reporting criteria and
metrics as set out in Balfour Beatty’s Global
Sustainability Reporting Guidance available at:

www.balfourbeatty.com/sustainabilityreporting.

The guidance outlines the non-financial KPIs
measured by the Group, their definitions, and
evidence requirements.

TOTAL SCOPE 1 AND 2 CARBON
EMISSIONS PER £m REVENUE
(MARKET-BASED)

Base year 2020

18.4

© 2021

24.5

® 2022

22.3

Hydrogen fuel
cell generator

On the A63 road improvement scheme we
energised Balfour Beatty's first ever
hydrogen power unit, which has replaced
the 100kVA diesel generator powering site
welfare and office accommodation. Using a
combined heat and power (CHP) unit, the
HPU recycles waste heat (usually rejected
to the atmosphere) to provide space and
water heating to the cabins. This innovation
has been achieved through collaboration,
from concept to delivery, by the A63 project
team and Balfour Beatty's Highways
business with the support of the Asset &
Technology Solution team. The unit is
fuelled with green hydrogen, produced by an
electrolyser powered by renewable
electricity and will save 59,000 litres of
diesel and 164 tCO,e GHG emissions.
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SUSTAINABILITY CONTINUED

Biodiversity

Climate change and biodiversity loss are
mutually reinforcing global issues, often
referred to as twin crises. Biodiversity loss
impairs ecosystem functionality. This adversely
impacts ecosystems from delivering a range
of services fundamental to the quality of
human life, such as carbon sequestration,
supporting air and water quality, food
production and flood prevention.

The Group works with its customers and
design partners to carefully measure and
minimise impacts and to deliver extensive
and innovative Green Infrastructure (Gl) to
protect and enhance biodiversity.

In the UK, Balfour Beatty provided all clients
on the SCAPE frameworks with a free
Biodiversity Net Gain (BNG) feasibility
options report which detailed the
opportunities to deliver BNG on each project.

The Group is collaborating with leading
technical experts to earn a reputation in
multiple Gl disciplines such as sustainable
soil management, habitat creation, habitat
translocation and delivery of innovative,
multipurpose interventions such as green
bridges, green walls and sustainable
urban drainage.

Environmental Social Governance (ESG) ratings and scores

FTSE4Good

SUSTAINALYTICS ccc| 8 | BB [ BBB

Business unit sustainability action plans are
being developed to incorporate more detailed
supporting actions covering carbon
emissions reduction, materials and waste
efficiency, biodiversity, responsible sourcing
and social impact.

Environmental impacts

and risk management

Balfour Beatty’s business management
systems include environment and sustainability
policies, procedures and tools for identifying
and managing environmental impacts and
risks at an organisational and project level. In
2022 the Group had no breaches in
environmental compliance. However, the
case raised against Gammon's project joint
venture, Sanfield-Gammon Construction JV
limited, for a suspended soilds exceedance in
their water discharge in July 2021 was
concluded. The joint venture was issued a
summons in early 2022, pleaded guilty to the
charge and was fined HK$15,000.

MSCI

ESG RATINGS

In 2022, Balfour Beatty plc
achieved a FTSE4Good ESG
score of 3.3 on a scale from 0 of
5 (higher scores are better)
compared to 3.1 in 2021.

60

In September 2022, Balfour
Beatty plc received an ESG Risk
Rating of 28.9 from
Sustainalytics and was assessed
to be at medium risk of
experiencing material financial
impacts from ESG. The industry
average rating is 37.6.

Balfour Beatty plc Annual Report and Accounts 2022

In January 2022, Balfour Beatty
plc received a rating of AA (on a
scale of AAA-CCC) in the MSCI
ESG Ratings assessment. This
MSCI ESG AA rating, which
measures resilience to long-
term industry material ESG
risks, benchmarks Balfour
Beatty as a leader in managing
ESG risks.

The Group works with
its customers and design
partners to carefully
measure and minimise
impacts and to deliver
extensive and innovative
Green Infrastructure

(Gl) to protect and
enhance biodiversity.”

SNCDP

DISCLOSURE INSIGHT ACTION

In December 2022, Balfour
Beatty achieved a CDP rating of
B which demonstrates that it is
taking coordinated action on
climate issues.



Generate Zero Waste WASTE LANDFILLED WASTE GENERATED WASTE GENERATED
The Group’s sustainability strategy includesa ~ (TONNES/£m REVENUE) (TONNES/£m REVENUE) (TONNES)

2040 ambition to generate zero waste from
operations and a 2030 target to reduce the
amount of waste generated per £1m of
revenue by 40%. The target is against a
2021 baseline.

Conservation of natural resources and

3,455,954

2 2
materials used for its projects is a priority for & o~
' ol ©

Balfour Beatty. The Group's approach to 2 g
materials and waste management S BN
encompasses avoiding waste by better -
design through Design for Manufacturing
Assembly and Modern Methods of

. . 20 21 22 20 21 22 20 21 22
Construction, the procurement of materials
and products, and better management of Note 1: Waste generated refers to waste generated to be recycled and waste generated to be landfilled.
residual waste by applying the waste Note 2: The Group's Waste disclosure metrics and descriptions can be found in Part 1 of the Global
hierarchy_ Taking this holistic approach helps Sustainability Reporting Guidance version 1.6 https://balfourbeatty.com/sustainabilityreporting
to support a circular economy by using Note 3: The waste intensity calculations follow the same principles as the carbon intensity calculations

materials efficiently, keeping them in use and as described in Note & on page 58.
retaining their value for as long as possible.
The Group's sustainable procurement
strategy is aligned to ISO 20400 in the UK
and Hong Kong, embedding sustainability
into the procurement process.

2,149,769 tonnes of waste that Balfour
Beatty produced was avoided from landfill
in 2022, representing 96% of total waste
generated, but this does not include
materials that were reused directly without
entering the waste stream.

> INNOVATION IN SUSTAINABILITY

WASTE AVOIDED FROM LANDFILL

2,149,769

tonnes

Comparing waste data year-on-year will vary
depending on the type of projects the Group
undertakes and the stages of those projects.
Balfour Beatty is working with all business
units to improve its waste data and support
projects to implement waste and materials
management plans.

Carlyle Crossing (formerly Hoffman Tower)

At the Carlyle Crossing project in Alexandria, Virginia, the team’s commitment to
sustainability paid off in a big way. This US$300 million joint venture project with Walsh
Construction includes five floors of garage space, three residential towers and a retail base,
totalling 980,000 square feet of mixed-use space.

From the outset of the project, sustainability was top of mind for the owners and project
team, and they established a goal of recycling at least 75 percent of project waste as well
as reducing the project’s carbon footprint. This required meticulous tracking of waste in
both pre- and post-consumer material. The team also focused diligently on onsite
cleanliness and housekeeping to limit the amount of debris inadvertently produced. The
team exceeded their recycling goal, with 81% of construction waste diverted from landfill.
The project is also on track to become LEED" Gold certified.

In addition to reducing and recycling construction and demolition waste, the team also
placed an intentional focus on sourcing local and regional materials. By doing so, they reduced
the transportation of materials and truck emissions, while stimulating the local economy.
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SUSTAINABILITY CONTINUED

Positively impact more
than 1 million people

Balfour Beatty continues to make a meaningful
contribution to the communities in which it
operates. The Group's sustainability strategy
includes a 2040 ambition to Positively Impact
more Than 1 million People and a 2030 target
to generate £3 billion of social value.

The Group has made significant progress in
this area, achieving almost 50% of its 2030
£3 billion social value target already.

Using the National Social Value Measurement
Framework, as a method of reporting and
measuring social value to a consistent and
recognised standard, Balfour Beatty's UK
business delivered £816m® of social value in
2022. A consistent method for measuring the
social value generated for both the US and
Gammon is currently being developed.

To benefit local areas, the Group uses local
supply chain partners and employees
wherever possible and invests in future talent
through apprenticeship schemes and work
placement opportunities. In the UK over
£1.5bn was spent with SMEs in 2022.

Social value reporting

and assurance
PwC LLP was engaged to undertake an
independent limited assurance engagement

g =
A 3
gammon (: ) "

Project Together

of the social value generated in the UK,
reporting to Balfour Beatty plc, using the
assurance standard ISAE 3000 (Revised) on
the social value data that has been highlighted
in this report with the symbol ®. PwC LLP's
full statement is available at:
www.balfourbeatty.com/ILA.

In order to reach its opinion, PwC LLP
performed a range of testing procedures over
the social value data. A summary of the work
PwC LLP performed is included within its
assurance opinion. Non-financial performance
information is subject to more inherent
limitations than financial information.

The limited assurance statement should be
read in the context of the reporting criteria as
set out in Balfour Beatty's Global Sustainability
Reporting Guidance available at: www.
balfourbeatty.com/sustainabilityreporting.

The guidance outlines the non-financial KPIs
measured by the Group, their definitions, and
evidence requirements.

Community investment through
volunteering and charitable fundraising
Balfour Beatty has a long and proud history
of supporting charities and social enterprises.

In the UK, Balfour Beatty employees volunteered
19,645 hours for charitable causes and
£339,835 in charitable donations were made.
This included £100,000 to support its three

or ™\
GO an,

To help support communities Gammon, our 50:50 joint venture in Hong Kong, joined Link
REIT in ‘Project Together'. This initiative partners with social welfare organisations, helping
to strengthen their facilities’ function as social hubs, creating happy spaces for the

community to enjoy and thrive in.

Activities so far include improvement works for two NGOs in Tai Po, including repainting,
floor levelling and ventilation window replacement. Gammon also supported in painting

murals on the walls surrounding the facilities.
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SOCIAL VALUE
GENERATED TO DATE

D\

2030: £3bn
(target)

2022: £816m @

2021: £717m

Corporate Charity Partners, The Prince'’s
Trust, Groundwork and Project RECCE.

In addition, The Group’s US business donated
US$504,262 to charitable causes and our
Hong Kong joint venture Gammon
contributed HK$2.1m.

In December, Balfour Beatty made a
significant donation of £24,000 to FareShare,
a charitable food redistributor in the UK, and
in the US US$29,500 was donated to
Feeding America, a charity helping to end
world hunger. Balfour Beatty also made a
donation of £24,500 to the British Red Cross
General Fund Appeal in response to the
humanitarian crisis in Ukraine.

Balfour Beatty continues to work with
associate charity partners who support its
business objectives, including The 5% Club,
Mates in Mind and Women into Construction,
as well as local charity partners which
provide the opportunity to positively impact
local people and communities within the
areas we operate.

Scan to find out more about our
UK Corporate Charity Partners.
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Supply chain

The supply chain are key stakeholders in
enabling the Group to deliver against its
sustainability targets and ambitions. The UK
and Hong Kong businesses align to the ISO
20400 sustainable procurement standard to
embed sustainability into their procurement
strategies. The Supply Chain Environment and
Sustainability Requirements document was
updated during 2022 to bring greater clarity for
the supply chain on the Group's expectations.

In 2022 Balfour Beatty launched a new Code
of Ethics, which applies through Supplier
Standards to all suppliers of goods and
services and was supported by communications
to the supply chain to make them aware of the
new expectations.

The Supply Chain

Sustainability School

Balfour Beatty continues to work closely with
the Supply Chain Sustainability School in the
UK and participates in 14 working groups to
further knowledge of sustainability and the
work of the school. During 2022, priority
supply chain partners received 5,302 hours
of training from the Supply Chain Sustainability
School and accessed over 14,000

e-learning modules.

Strategic Design Partnership
Balfour Beatty recognises that influencing
decision making at design stage to
encompass sustainability criteria has a
significant influence on sustainability impact
during delivery. In 2022, the UK business
developed and trialled a series of minimum
reporting requirements to embed

[y

SCANTO FIND OUT MORE
ABOUT OUR STRATEGY
AND TO READ OUR BEST
CASE STUDIES.

sustainability into design through its
Strategic Design Partnership with Atkins,
Mott MacDonald and WSP.

The minimum requirements cover carbon,
material efficiency, social value, biodiversity,
and Equality Diversity and Inclusion. Furthermore,
during 2022 the Strategic Design Partnership
co-created a Carbon Charter to improve
collaboration on this agenda.

Greening the Supply Chain

In 2022, Balfour Beatty and the Supply Chain
Sustainability School conducted a follow-up
survey to the construction supply chain
survey carried out in 2021 in advance of
COP26 for England, Ireland and Wales, and
a separate survey for Scotland, which has a
different net zero approach.

Despite the positive steps that have already
been taken across the industry, 68% of
respondents said that the sector is not well
enough prepared to achieve net zero carbon,
53% said that the development pipeline for
low-carbon materials is not sufficient to meet
demand and 81% indicated that construction
practices are changing too slowly.

In addition, 96% of those who responded said
that they are experiencing a shortfall in access
to skilled people, specifically relating to
carbon, sustainability, digital and other related
roles, which risks holding back efforts to
decarbonise the sector. The survey results
were communicated widely to customers,
Government, supply chain partners and to our
own workforce, particularly our frontline
Procurement and Sustainability teams, to
ensure that the findings were understood

and could help shape our future approach

in this area.

Building Néw, Futures -

Balfour Beatty recognises
that influencing decision-
making at design stage to
encompass sustainability
criteria has a significant
influence on sustainability
impact during delivery.”

Scan to read the results of our
supply chain surveys:

England, Ireland and Wales

Scan to read the results of our EVERE
supply chain surveys: ‘s%
Scotland [x):
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OUR PEOPLE

Helping our
people thrive

People contribute to the strength and success of our business. Pride and passion,
diversity of expertise, background and thinking, combined with collaborative
behaviours ensure we can deliver and innovate for our customers.

Against a backdrop of global skills shortages and a competitive labour market, our people offer and culture are vital ‘magnets’ to help our ability
to attract and retain. We are uniquely placed to offer job security and career opportunities with our pipeline of work. Our HR Plan embraces this
context and drives focus on the retention of people and ‘Growing our Own’ skills, how we refresh and diversify our talent pools to attract new
employees and nurturing a great place to work to enable everyone to perform, grow and thrive.

OUR STRATEGIC PEOPLE PILLARS

@

Attract Retain Grow Thrive
Understanding the skills we Ensuring that great people Growing our own talent and Build an inclusive culture where
need now and in the future with critical skills choose to skills and developing great people flourish and can bring
and attracting and recruiting stay in the business careers for our people to their whole self to work and

the best people meet business needs perform to their highest ability

In 2022, the UK business continued its work % OF OUR UK
to ensure it is reaching diverse audiences, WORKFORCE IN EARN
developing its partnerships with AND LEARN POSITIONS

organisations such as Evenbreak (disability),

Rest Less (older workers), Association for

Black and Minority Ethnic Engineers (AFBE)

and Women into Construction. The UK 7.0

Balfour Beatty wants to be the employer of
choice to all and is increasingly using more
innovative approaches to how and where it

4.6%
4.3%
5.3%
5.6%
5.4%

6.0%
6.2%
6.5%

attracts talent, so that the Group becomes
attractive to a broader spectrum of candidates
to deliver its future pipeline of work while

business also continued to work with Renaisi,
a Social Enterprise, hiring a number of

L 6.5 o
proactively addressing the industry refugees. So far six individuals have been /

skills shortage successfully integrated into the business and

this partnership will be developed further in 6.0
. 2023 as part of Balfour Beatty's commitment
P

Broadem_ng channels to social value and inclusion. 5.5 =~
for recruitment , , N
New strategies have been developed to The US business continued to specifically 5.0
widen talent pools, aimed at securing the tqrget_ recruitment efforts in 2022 on /
right skills and increasing the diversity of the ~ historically black colleges and universities a5 N
Group's work force. such as Florida A&M University and North \./

Carolina A&T University (NCA&T). 40

15 16 17 18 19 20 21 22
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2022 EARLY CAREERS HIRES:
GRADUATES, APPRENTICES,
TRAINEES, INTERNS

AND INDUSTRIAL
PLACEMENTS

409

UK US HK

FEMALE EMPLOYEES

ACROSS THE WORKFORCE %*

17 18 19 20 21 22

* Excluding international joint ventures in
2020 and earlier years.
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Investment in Early Careers

The Early Careers programme is a key part
of the Group's ‘Growing our Own' strategy,
bringing fresh talent, perspectives and
energy into the business — Balfour Beatty is
proud to continue its long-term investment
in young people and skills development.

In 2022, the Early Careers cohort was
significantly large and the Group continued
positive progress on the diversity of hires,
with 39% of UK graduates from a minority
ethnic background and 32% female, while
17% of Gammon graduate engineers hired
in 2022 were female.

In the UK, in addition to the large graduate
and apprentice intake, 50 'year out’ and

51 summer placements were taken up,
representing an investment in the pipeline of
talent for future Early Careers programmes.

With 6.5% of UK employees in 'earn and
learn' positions at December 2022, Balfour
Beatty retained its Gold Membership of The
5% Club in its Employer Audit for 2022-23. In
addition, Balfour Beatty was placed 23rd

in the Top 100 Apprentice Employers by
RateMyApprenticeship for 2023, a significant
improvement on previous rankings.

Beyond formal programmes, the Group has
focused on inspiring the next generation to
join the construction and infrastructure sector
in all of its geographies. Balfour Beatty has
participated in a wide range of events

and programmes to ensure it stands as

a destination for enriching careers which
leave a lasting legacy.

The US Buildings business developed a
summer intern programme where 168 interns
were given the opportunity to work alongside
the teams on key projects. The programme is
designed to help participants expand their
networks and get a true sense of what it is
like to work for Balfour Beatty and in the
industry. In addition, the business enabled

a colleague to volunteer their time as Camp
Director to deliver a construction camp for

35 middle school girls, teaching them
construction skills. The camp was organised
by the Austin chapter of the National Association
of Women in Construction and garnered
national media attention, highlighted in an
Inspired Life article on The Washington
Post's website as well as in Texas Contractor.

Gammon continued its programme of
secondary school visits with the aim of
inspiring students to choose engineering
subjects and careers. Two of Gammon's
female engineers shared their career journey
to attract more young women to join the
construction industry.

Mllltarv Talent Patlm ay
— bridging the skills gap

Building on existing Armed Forces
Covenant activity and working with

our Armed Forces Steering Group,

our Military Talent Pathway (MTP) was
a new initiative in the UK in 2022. The
Pathway provides structured ‘transition
in’ support for career changers with
transferable skills into a range of our
key roles.

Balfour Beatty recognises and values
existing experience and leadership
skills and builds on this to develop the
technical, professional skills relevant
to each role.

The business recruited 32 ex-military
personnel through our pilot for a
variety of different roles ranging from
Construction Plant Operative to Site
Supervisor. The recruits have now
transitioned into our business,
benefitting from a bespoke six-month
formal pathway based on 70/20/10
learning experiences.

The next step is to review options
to scale up from the pilot.

I'm really pleased to see the
MTP launched. I'm sure that
this is going to make a
difference to veterans
leaving the armed services
and help to bridge the skills
gap in Balfour Beatty."

Graham Martin,
Work Winning Director
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OUR PEOPLE CONTINUED

Retain

Balfour Beatty remains focused on being a
great place to work. At the heart of this is
nurturing a culture of respect; valuing
employees for who they are and the individual
experience and perspectives they bring to
Balfour Beatty. This is achieved by driving the
Company's cultural framework, creating a
sense of team and investing in employees so
they have the opportunity to grow, learn and
be the best they can be.

Outstanding levels of

employee engagement

Engaged employees are more likely to
perform strongly and stay with the business,
which is why employee engagement is a
core element of Balfour Beatty's people and
retention strategy. A variety of channels are
used to gather feedback on what employees
need to support them in being at their best
and ensuring a great place to work. In the
UK, a new starter survey was relaunched
which provides actionable insights to help
refine the approach for the next cohort of
new starters to make a great first impression
and enable them to hit the ground running
from day one. A leaver survey was also
introduced together with exit conversations
to better understand why people might
choose to leave and factors that might enable
retention. This insight enables action to be
taken on root cause issues and continuous
improvement in employee experience.

88%

OF RESPONDERS ACROSS THE GROUP
TOLD US THAT THEY SEE THEMSELVES
WORKING HERE IN 12 MONTHS' TIME

ENGAGEMENT INDEX
SCORES %*

17 18

19 20 21 22

* Excluding international joint ventures in
2020 and earlier years.

66 Balfour Beatty plc Annual Report and Accounts 2022

Reward and recognition

Balfour Beatty was delighted that the 2022
annual engagement survey delivered best
ever results. The Group engagement index
score, which measures satisfaction, motivation,
advocacy and retention increased for the

fifth consecutive year to 80% (76% in 2021)
Response rates were also up to 77% (from
65% in 2021).

These outstanding results have bucked the
industry trend on engagement: Balfour Beatty
is 6 basis points (bps) above the industry
average and 13bps above companies of a
similar size.

Importantly, 88% of responders across the
Group said that they see themselves working
here in 12 months’ time (85% in 2021) and
75% of UK and US responders trust their
leadership teams to lead Balfour Beatty in the
right direction. Trust and psychological safety
are known to be important factors for
employees in a world that can feel full of
challenge and change.

The Group believes in a fair, transparent and
sustainable approach to employee reward and
recognition, to demonstrate to employees that
they are appreciated and valued. As part of
this, Balfour Beatty ensures competitive pay
and recognition of professional qualifications
and memberships as well as access to
development opportunities in an environment
of support and encouragement.

The Group is committed to taking proactive
action in response to feedback from
employees. "l feel recognised for doing a great
job" has historically been a lower scoring
result in the engagement surveys in the US
and UK. In response, recognition strategies
were examined and refreshed in both
geographies in 2022.

> The UK business has developed a
recognition framework that will be launched
in 2023, which provides a simple guide to
support the business and line managers
with a range of activities that will aid better
recognition of teams and individuals.
Covering small, regular actions that really
matter to people to more specific awards,
it empowers managers to provide monetary
and non-monetary thank-yous to their team
as recognition.

> Inthe US, a number of Company-wide
employee recognition programmes have
been implemented which offer employees
the opportunity to recognise and thank
each other. The US Buildings business
received 1,472 submissions in 2022 using
the KUDQOS online recognition system and
2,587 recognitions have already been
submitted to the BRAVO REWARDS
system launched in July 2022 by the
Investments business.

Award-winning employee
engagement

We were delighted to receive the UK
Engage Award for ‘Best Use of Technology
in Employee Engagement Award’ in
partnership with Inpulse. WWe won the
award for our innovative use of technology
to evolve our employee listening approach
and elevate employee engagement,
supporting our aim to attract and retain
talent in a highly competitive market.

Balfour Beatty encourages, supports and
empowers its people to create their own
future. Helping employees to grow is critical
for positive engagement and equally
important to ensure the Group has the critical
skills needed for today and tomorrow.

In the UK, the Balfour Beatty Academy
continues to evolve its development offer to
remain fresh, relevant and aligned to business
needs. In 2022 the focus was on broadening
the accessibility and inclusivity of learning,
empowering people to take ownership of
their learning, unlock their untapped potential
and shape their career at Balfour Beatty. In
December 2022, the UK business celebrated
Learning at Work Week designed around the
theme of ‘learning for all’. Balfour Beatty
encourages employees at every level to
develop their skills and ensures resource and
support are made visible in pursuit of this.

After successfully launching its core Human
Resources Information System (HRIS)
'MyGammon' in 2021, Gammon introduced a
learning module in March 2022. The launch of
this system has made e-learning, external
training approvals and training records
become more accessible to its whole team.



66,718

TRAINING COURSES FOR
10,321 UK EMPLOYEES

52,668

TRAINING COURSES FOR
5,342 US EMPLOYEES

Technical competence and

professional development
Growing core technical competence
remained a strong focus for all parts of the
Group's business.

Gammon has placed significant focus on
increasing the competence of its team, with
6.4% of employees taking part in sponsored
training programmes in 2022. 23 people also
attended the Gammon Project Management
Programme (the 3rd cohort) with an enhanced
programme offering. This included new topics
such as megatrends, coaching and a visit to
Gammon's immersive smart lab which contains
a Building Information Modelling Computer-
Aided Virtual Environment (BIM). To support
the increased use of BIM, Gammon has focused
on upskilling its people to obtain BIM
qualifications. Promotion of the BIM Viewer
course by the Construction Industry Council
(CIC) put Gammon first on the CIC leader
board for BIM Viewer, with over 1,000 Gammon
employees now holding this accreditation.

Gammon also launched a new Carbon
Essential and Science-based Target course
for project managers with the aim to improve
carbon literacy with over 250 attending

to date.

Within the UK, professional competence
remains a priority with 18 programmes on
offer supporting Project Management,
Design Engineering, Win Business, Planning
and Commercial. A Modern Methods of
Construction (MMC) development programme
has also been created in the UK. Business
experts and the Learning & Development
team collaborated to create a new programme
to support influential leaders in the organisation
to continue to develop a ‘'modern methods
mindset’, moving to offsite construction and
a manufacturing, assembly-led approach. The
pilot was held at an MMC research centre,
thereby enabling learners to see real-life
examples in action and broadening the
learning experience beyond the expertise

in the business.

Leaders, line managers

and supervisors

Supervisors and managers play a crucial role
in supporting employee wellbeing and
engagement, helping their teams to perform,
develop and thrive, and ultimately to keep
talented people and skills in the business.

Following the success of the UK Line
Manager Development Pathway, a refreshed
Supervisor Development Programme was
designed and piloted, certified by Institute of
Leadership Management level 3 and signed
off by the Supervisor Task and Finish Forum.
10 supervisors were supported to develop
their leadership, technical and digital skills

to gain professional accreditation.

100%

OF DELEGATES SAID THEY

WERE VERY LIKELY OR EXTREMELY
LIKELY TO RECOMMEND THE
SUPERVISOR DEVELOPMENT
PROGRAMME TO OTHERS

Balfour Beatty's talent development strategy
enables progression and internal mobility for
employees with the potential and motivation
to become senior leaders. In 2022, the UK
business welcomed a further 54 highly
engaged individuals, across four business
units, to participate in the Aspiring Leaders
Programme which focuses on emotional
intelligence, authentic leadership and
technical development.

In the US, a year-long Propel programme was
launched for 60 managers. It consisted of six
face-to-face sessions and pre-programme and
post-programme independent 360 work with
an executive coach. In addition, the US
Executive Leader Development Programme
was expanded to employees from all
divisions in 2022. This year’'s programme
consisted of 41 participants, each completing
two multi-day sessions. The programme
offers opportunity to grow as a leader at
Balfour Beatty and support the Group to
develop its strong succession pipeline.

@ Thrive
Balfour Beatty's engagement strategy has
support for the whole person at its heart,
with a focus on enabling people to thrive and
be their best at work and ensuring that
employees’ physical and mental health and
wellbeing are supported.

It is great to see that these efforts are bearing
fruit — with 95% of UK and US responders
feeling cared for at work and acknowledging
this formally in the engagement survey.

We are also proud to report a continued
increase in UK engagement scores for diverse
groups. Female colleagues had an engagement
score of 85% and multi-cultural colleagues had
the highest engagement score of 86%;
disability 73%; LGBTQ+ 73%; carer 76%.
These results demonstrate Balfour Beatty's
commitment to supporting all employees and
creating an inclusive culture.

Supporting work and life

Balfour Beatty encourages and supports a
healthy work-life balance, enabled by its 'smart
working' approach. Feedback has confirmed
that this is important to employees and it is
equally key to being able to attract and hire into
the business. In 2022, to further improve its
people offer, the UK business enhanced its
Family Friendly Policies, making them available
to all colleagues, regardless of gender or family
structure. Maternity, Adoption and Surrogacy
Leave was increased to 28 weeks at full pay,
plus 11 weeks statutory pay, and Paternity and
Partners Leave has been increased to four
weeks' full pay.

[ o

Upskilling our workforce

Gammon received the Gold Award of
‘Actively Supporting Contractor and
Outstanding Training Employer (semi-
skilled)' from the Construction Industry
Council in appreciation of its efforts to
upskill workers. Gammon also won a
Grand Award from CTgoodjobs: Best
Innovative L&D Initiative for its

BIM training initiatives.

Balfour Beatty plc Annual Report and Accounts 2022 67

yodai aifajensg



OUR PEOPLE CONTINUED

Supporting work and life

continued

Shared Parental Leave has been made
available to all colleagues who are starting or
growing their family: it allows two parents to
share up to 50 weeks of leave and up to 28
weeks' full pay between them. Support has
also been increased for employees undergoing
fertility treatment and those who give birth to
a baby requiring neonatal care.

Balfour Beatty recognises that employers
have an important role to play in helping staff
who are victims of domestic abuse. In the
UK, 14 trained Allies Against Domestic
Abuse are supporting employees with
confidential conversations, providing
guidance and signposting, as well as helping
line managers to identify and support any
team members who may be in need of help.

At Balfour Beatty, mental health is a vital pillar
of the Zero Harm culture that prioritises the
holistic wellbeing of colleagues and partners.
The US business has focused on building a
positive and open culture on mental health,
raising awareness about its importance, and
de-stigmatising mental health issues through
information, understanding and acceptance.
Find out more in the health, safety and
wellbeing section on page 50.

Balfour Beatty's caring and inclusive strategies
have earned a number of awards. The UK
business was awarded Menopause Friendly
Employer accreditation — one of only 30 UK
employers to achieve this status and the only
one in the construction industry. The US
business was recognised as a Best Place to
Work by Sacramento Business Journal, San
Diego Business Journal and Orange County
Business Journal.

BEST PLACES
TO WORK

Creating a sense of team

Across the UK and US, the value of
promoting a sense of team is recognised.
Work on this was positively reflected in the
engagement survey with 83% responding
positively to "l feel a strong connection to my
team and colleagues.”

Continuing a long-standing tradition, throughout
2022 the US business' BBSpirit! programme
focused on celebrating its people-first culture
by organising 181 group events for its
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colleagues. These localised events included
community service opportunities and
employee-centric team building activities.
The UK business relaunched BBLife, a social
scheme which encourages inclusion and
networking, empowering employees to get
involved in localised committees which
develop and offer office or site events. These
programmes help to engage employees and
create opportunities for them to connect.

Giving something back

Balfour Beatty encourages employees to see
the link between their effort and role and the
positive impact its business has in the world,
helping to Build New Futures. This nurtures a
sense of purpose and positive engagement
around how as individuals and a collective we
can ‘give back’ to society. To further enable
giving something back, the UK business allows
employees to take 16 hours of paid leave to
volunteer for charities in line with its
volunteering policy. 3,888 volunteering
hours/486 volunteering days were used for
2022. In the UK, there was an increase from
62% in 2021 to 77% in the engagement
survey score for “At Balfour Beatty, if | want
to, I'm able to give something back to the
community or a charity.”

The US business has also significantly improved
its engagement result, with 81% of responders
feeling that they had the opportunity to give
something back in 2022 (up from 72% in 2021),
and has continued to facilitate opportunities for
employee involvement in the community. In
2022, US employees volunteered 4,144
hours/518 days.

Creating an inclusive culture

To help it to develop core and new capabilities
and improve the diversity of its business,
Balfour Beatty must be able to attract from as
wide a talent and skills pool as possible. All
people, including those from underrepresented
groups, must be supported to both perform
and thrive in the business. With this in mind,
Balfour Beatty has continued its work to
nurture an inclusive and supportive workplace
culture. The UK business has actively invested
in career development for underrepresented
groups; via the Empower programme for
female employees, and its equivalent Thrive
programme for other underrepresented groups.

Throughout 2022, the UK business has
developed and piloted ‘Right to Respect’ and
pilots will follow in the US business. This
focuses on creating a respectful, inclusive
culture, making clear the behaviours expected
and empowering colleagues and partners to
hold each other to account.'Right to Respect’
will be rolled out throughout 2023.

Communities Foundation

Balfour Beatty Communities Foundation
hosted its 14th annual Swing 4 Scholarships
Golf Tournament & Vendor Summit. Swing 4
Scholarships is the premier fundraiser for
the non-profit's charitable efforts, including
their annual scholarship programme which
helps support the post-secondary
educational goals of residents who live at
properties owned and managed by
Balfour Beatty Communities.

Since 2008, Balfour Beatty
Communities Foundation has awarded
more than US$1.5 million in scholarships
to its residents.




Diversity and inclusion
Balfour Beatty has continued to focus on
diversity and inclusion.

In 2022, the US business addressed
feedback from the 2021 DE&I employee
survey by launching a DE&l Executive
Steering Committee comprising two senior
leaders from each of the three business units
and shared services to identify focus areas
and priorities to attract and retain top diverse
talent and listen to employees’ voices.

The UK business has continued to implement
its Value Everyone Action Plan and progress
with its Black Inclusion Plan.

In 2022, a new set of ambitious high-level
2030 UK Diversity and Inclusion targets was
published to accelerate the pace of change.
These are underpinned by more granular
internal targets and action plans. Progress
against these targets will be formally
reported to the Board and Executive
Committee and in the Annual Report.

Using the UK headcount on 31 December
2021 as the benchmark, we're committing to:

50%

INCREASE IN FEMALE COLLEAGUES
BY 31 DECEMBER 2030

As at 31 December 2022: 20.1% female

60%

Gammon held an inaugural Diversity &
Inclusion event with the theme ‘Building
Belonging through Allyship’, raising
awareness of what an ally is and how to
become one. ‘Allyship’ plays an important role
in achieving an inclusive culture.

The Group's Affinity Networks (AF) continue
to grow, with membership of just over 10%
of UK employees, raising awareness of
issues for diverse groups across the business
and helping to shape our approaches to
ensure inclusivity. In 2022 for example, the
Gender AF introduced a female mentoring
scheme to create connections between
women at Balfour Beatty and increase the
visibility of senior women across the business.

The US business hosted a Together Allies
Diversity Summit focused on understanding
the value DE&l brings to its operations and
how intentional actions make it 'Stronger
Together'. Following the feedback from this
initiative, the Investments business will
conduct a DE&l employee survey in early
2023 to identify areas of opportunity.

Balfour Beatty's UK gender pay gap increased
slightly in 2022 compared to 2021, although
both the mean and median measures show a
narrowing of the gap compared to the
pre-COVID reporting period. The focused
activity implemented through the Value
Everyone Action Plan remains pivotal in our
aims to narrow the gap. Detailed analysis has
been undertaken to further understand how
specific actions impact the pay gap which
highlights that a significant reduction will only

(% VALUE EVERYONE

be achieved over the longer term. We will [T ACTION PLAN
INCREASE IN MINORITY continue to develop this analysis to support
ETHNIC COLLEAGUES BY the identification of targeted activities
31 DECEMBER 2030 moving forward. Details of this can be found
) o ) in Balfour Beatty's gender pay report on: BLACK INCLUSION PLAN
As at 31 December 2022: 10.6% minority ethnic www.balfourbeatty.com/investors/results-
reports-and-presentations/.
INCREASE IN BLACK EMPLOYEES
BY 31 DECEMBER 2030
As at 31 December 2022: 2.8% black
GENDER BREAKDOWN
At 31 December 2022 Male Female Total % Male % Female
Board 6 3 9 66.7% 33.3%
Senior managers' 95 31 126 75.4% 24.6%
Directors of subsidiaries not
included above? 30 13 43 69.8% 30.2%
Employees?® 20,277 4,953 25,230 80.4% 19.6%

1 Senior managers are employees of the Company, its subsidiaries and Gammon, who have responsibility for planning, directing or controlling the activities of the Group, or a
strategically significant part of it, excluding Directors of Balfour Beatty plc.

2 Directors of all subsidiaries have not been included as senior managers as this would not accurately reflect the Group's executive pipeline.