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Working in partnersnip
{o oplimise the
efficiency. ofi water
delivery
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Phil Brookes

Managing Director,
Balfour Beatty Utilities
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Balfour Beatty Utilities

Essential underground gas, water ana
wastewater infrastructure

» Repair
» Maintain
* Replace
» Upgrade
* |nstall

 Connect to customer:

Balfour Beatty



Balfour Beatty Utilities

Responsible for:
¢ 334,400 km ofi water mains
« 257,000 km of gas mains

An asset rich market

Balfour Beatty



BB Utilities — our activity mix

Average job

value:  Frequency
Water infrastructure 39% £136,000 2 [ day
Water maintenance 15% £4401 270/ day
Wastewater infrastructure 16% £170,000 1/ day
Wastewater maintenance 6% £320 148 / day
Gas mains infrastructure 21% £72,000 2./ day
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Balfour Beatty Utilities

History — acquisition

John Kennedy acquired October 2001 £43m

Kenton Ulilities acquired March 2002 £28m

2400mIOrder B ook

Strategically positioned to benefit from
changing|/ growing market
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Balfour Beatty Utilities

History — market dynamics
 AMP3 / AMPA4 transition 2004 / 2005
« NGT contract strategy

o Consolidation of markets
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Balfour Beatty Utilities

History — Transition / Integration

Transition to Balfour Beatty Utilities

2. Growth and the Establishment of
Leadership
1. Building the Foundation

Exploit new strengths

Complete integration Attract new business

Maintain drive Lever the brand position

Pursue opportunities Become the market leader

—

0 - 12 Months (2003 — 2004) 12 Months & beyond (2005 onwards)
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BB Utilities — key milestones

Jun 05:

Apr 04:

Aug 04: Apr 05: Jun 05:

Mar 03: o o .
Integration InCt): tr;)t:i’;on U Utilities Win 3 Valleys Win NGT Renew N Order Book
announced co,?, lete contract Water Rehab Manchester /| Water to SW exceeds
P extended Alliance Water Ext £1bn

|/ r [}
. Jan 05:
Aug 03: Jan 04: _Jan 04: e Feb 05: :
Win Yorkshire|  win NG Win 3 Valleys o New Head F——=—=-=--
Water Northern Water ater v

Extension

Jul 05:
Win Severn
Trent
Water

QO Denotes financial highlights
QO Denotes company announcements
(O Denotes contracts awards




Balfour Beatty Utilities

Current situation

» Sales - £230m pa by 2007

» Order book - £1bn

* Employees — 2,300

» 8-13 year NGT Alliance, initial value, £360m

» 2 major new customers — Anglian, Severn Trent
(5-10 year contracts, initial value, £210m)

1 of 2 integrated water / wastewater / electrical
alliances — United Utilities
(5-10 year contracts, initial value, £300m)
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BB Utilities — where we are in 2005

; Northern -
w United Gas Metworks
Utilities

nationalgrid
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BB Utilities

changing contract arrangements

2004 / 5 — major change in contractual basis

Contract Arrangements
2004

Alliance

N 10%
T raditional

67%

Partnering

Balfour Beatty

Contract Arrangements
2005

Alliance

Partnering

41%
46%

Traditional



BB Utilities

developing with our customers

i
=
= Continuous Improvement including
further alignment of objectives
Extension to Contract Duration Granted
(%)
Z Network Distribution Alliance Awarded —~ O
>
\__/
Contract Awarded for 3rd Term NEC Form of
Contract (Gain Share) O
Investigate, Design & Build Contract Awarded
following re-tender
O “Design & Build Pilot Awarded
3 Traditionél Contracting Arrangements
S
1994 1995 1998 2002 2003 2005 2007
Low Skill Set High
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YorkshireWater

Yorkshire Water

Richard Flint
Director — Water Business Unit

clearwater

To be clearly the best water company in the UK
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YorkshireWater

Our Journey

Points

420

380

340

300

260

W//
%

220

—

180

1996/97 1997/98

1998/99 1999/00 2000/01 2001/02 2002/03 2003/04 2004/05

Year
=8— Yorkshire —=— Welsh Severntrent —¢Wessex
—*— Anglian —e— Southern ——Uu —— South West
—— Thames Northumbrian

clearwater

To be clearly the best water company in the UK



YorkshireWater

company in the UK

Our Vision

Servicet

To be clearly
the best water

SCvp+

Peoplet

clearwater

To be clearly the best water company in the UK



) .
e ANS Perception of BBUL

2003
e Cost driven
* Quantity over quality

* Service as an after thought

2005
 Commercial professionals

e Service orientated
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clearwater

To be clearly the best water company in the UK

 Future focussed
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YorkshireWater

The Yorkshire Water Challenge to BBUL

Physical Intellectual
Tradition Innovation
Cost Value

clearwater

To be clearly the best water company in the UK



YorkshireWater

No Holes

clearwater

To be clearly the best water company in the UK
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YorkshireWater T h e O p p O rt un |ty

 Nationwide R&M Market £150 million

—Mature
— Traditional

— Static

clearwater

To be clearly the best water company in the UK



———— :
YorkshireWater COntl N ued FOCUS

* Innovating the business fundamentals
» Maintaining commercial focus

» Excelling at client and customer service

clearwater

To be clearly the best water company in the UK



———— _ _
e (Gonfidence in BBUL
» Strength of management
» Willingness to challenge fundamentals

* Track record of delivery

clearwater

To be clearly the best water company in the UK



Phil Brookes

Managing Director,
Balfour Beatty Utilities
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Balfour Beatty Utilities - Delivery Model

Key Challenges — Where do we go from here?

* Internal Improvements:

- Asset Management
- Asset Operation

» Opportunities:

- Wastewater consolidation
- Telecom markets

» Centralised Model:
- Supply Chain
- Support Services

Balfour Beatty



Balfour Beatty Utilities Delivery Model

Logistics

» 23 logistical stores

* 70 staff

4. 750 product lines

» 107,000 material transactions
» 380,000 lines packed

» 3,000,000 items hanaled
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Balfour Beatty Utilities Delivery Model

Support Services

» Key Issues

» Reporting

» Databases

» Management information

* Digital audit

Balfour Beatty



Balfour Beatty Utilities Delivery Model

Maximising supply chain benefits
« Sharing best practice

* Effect knowledge management

» Risk and supplier preferencing

» KPI's benchmarkead

» Supplier relationship management
- Leverage
- Spot buy
- Long-term partnership

Balfour Beatty



Vincent O’ Connor
Supply Chain Director
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Supply Chain
Why it Is key to business success

Understanding what the business needs

Manage an external spend ¢ £100m pa
Mixed Demand - high volume / low value by transaction
Manage a supply base that can be both complex and unsophisticated

Large direct work force / wide geographical spread / jobs many and fluid,
many requestors

Keeping teams operational and increasing the “production window” is key
Ensuring compliance and social responsibilities

Recognising suppliers are key to our continued success

Balfour Beatty



Supply Chain

How we deliver best value
« Supply Chain Director & established supply chain

« Resourced by supply chain professionals
« Reduced supplier base - / strategic agreements

* 9% supplier base represents 83% of spend

Supplier relationship mgt — account mgt / 360 feedback

“Identify best value & extract as much added value”

Maverick purchasing eliminated

Highly rationalised / standardised product range

Balfour Beatty



Supply Chain — Operational Model

BBUL operate a “Hybrid Supply Chain Model”
* Procurement call centre — centralised
* | ogistics distribution business — decentralisead

* Internal plant business, (specialist, vehicle &
plant workshops)

Balfour Beatty



Supply Chain — Operational Model

Supply chain focus

* Jlo create a support service that truly oifers best
value to the internal customer and clients alike

* “A back office that adds real value” and allows; the
right specialist skills to be used in the right areas

» A complete procure to pay solution that clients
have complete confidence and trust in

» Jlo be the suppliers” “customer of choice"

Balfour Beatty



BBUL Supply Chain

Management Information

BBUL supply chain endeavours, to provide meaningiul
management information that encourages infermed
decision making and assists In managing| cost base

- Spend analysis — commodities, contract, usage, recycling
- Vendor appraisal

- Telematics - (changing behaviours / new ways)

- Cost management — fuel, comms, materials

- Logistics / inventory management — stock turns, MRP, JIT

Balfour Beatty



BBUL Supply Chain

Summary / Key Benefits
- All money out of the business is vetted

» Supply chain team that works closely with operations, to
deliver value add solutions

« Competitive advantage

» Managed and compliant supply base with robust vendor
performance monitoring

» Positive tension to ensure sharpness and eliminate waste

» Giving clients the confidence to outsource alll activities
to BBUL

Balfour Beatty



Brent Mitchell

Support Services Director
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The Support Services Team

Phil Brookes
Managing Director

Brent Mitchell
Support Services Director

Jodie Hunter Training
Communications Manager Streetworks

Risk Management
Hotline and
Communications Team

Shaun Holden Chris Hughes Andrew Edlin
H&S Manager Insurance Manager Compliance Manager

Head of Insurance
Steve Butler Andrew Lamb Martin Lamb Bridget Brady
Senior HSE Advisor Insurance Manager Quality Manager Environmental Manager
Regional HSE Advisors Collette Sinclair Audit team Audit team
X 6 Nationwide Senior Claims Handler

HSE Support Officers Regional Claims Handlers
X 12 Nationwide x 6 Nationwide

Balfour Beatty



BBUL Helpline

* Reporting
- Centrally taking and logging communication
- Incidents, Near Misses & RTA’s
- Gas / water leaks, strikes, insurance events
- Contacting BBUL / Client Operational staff
- Closing out all communications

» Resulting| In
- Effective Data Capture & Escalation
- Increased business awareness

Balfour Beatty



Management Systems & Information

» Support Services operate the following:

- - all incidents

- Insurance database — incidents with potential financial
implications

- Streetworks

- Customer Care

- Snowdrop

- iAudit Digital Site Audit

- Company Intranet

Balfour Beatty



Management Information

» Standard reports are produced weekly and
monthly

» Reports are produced using Business, Objects,
Standard Database queries and website searech

* rends are monitored formally with the BBUL
Board monthly

o Full audit traillon all of the captured data

* [Independent audits to veriiy the process

Balfour Beatty



Tr@ction

Injured Persons [x]

Please Enter Information for Injured/Affected Person 1.

Number of People Injured:

Balfour Beatty



Tr@ction

Severity Information
ACTUAL Severity Matrix

Select one or more to describe the impact of the event

Quality
Severity {Meeting Financial
Level Health Safety Environment Customer Reputation Cost

Requirements)

Balfour Beatty



Digital Site Audit Processes (iAudit)

* JAudit
- Trial implemented in late 2003
- Full audit trail with massive success in 2004
- 50 hand held units in operation
- Web-site action close out launched Feb 05
- Drastically reduced paperwork
- Dramatically improved data capture / audit trail

Balfour Beatty



IAUDIT — Web Management & Reporting

? SEARCH NON-CONFORMANCES

Qrigin

CABLE LAYING Process Compliance: From 15/04/2005 to 22/04/2005

Campliance u...r =3
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Interface with Balfour Beatty Group

» All Support Services have links back to Group

Escalation procedure for incidents

Standard Group periodic reporting requirements

J reporting accessed by Group

Regular scheduled meetings for H+S, Environment, Insurance,
Risk Management, Streetworks, Training

Cross OpCo working parties have established on key issues

Utility damage reduction
- Vehicle damage reduction
- Traffic Management
- Reduction in CO, emissions
- Forthcoming HSE changes in legislation

Balfour Beatty



Conclusion

* Excellent improvements made

» Strong back office systems for HSEQ

» Excellent Management Information

» Strong Support Services lream

» Good opportunity te build on existing| strengths

» Benefits of local team with| strong centrall support

Balfour Beatty
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