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Balfour Bea~y  2003 Preliminary Results

Headline numbersHeadline numbers

££6767mm£124m£124mNet cashNet cash

** Before exceptionalBefore exceptionalss and goodwill amortisationand goodwill amortisation

+14%+14%££5.15.1bnbn£5.8bn£5.8bnOrder bookOrder book

+1+111%%5.45.4pp6.06.0ppDividends per shareDividends per share

++2828%%16.16.1p1p20.20.66ppEarnings per share*Earnings per share*

+1+100%%£1£11818mm£13£1300mmPrePre--tax profit*tax profit*

+8%+8%£149m£149m£161m£161mOperating profit*Operating profit*

+7%+7%£3,441m£3,441m£3,67£3,6788mmTurnoverTurnover
2002200220032003
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Performance by sectorPerformance by sector

--2%2%46464545Building, Building Management Building, Building Management 
and Servicesand Services

2002200220020033£m£m



Balfour Bea~y  2003 Preliminary Results

Building, Building Management and ServicesBuilding, Building Management and Services

46464545Operating profitOperating profit

26262828Services and systemsServices and systems

20201717ConstructionConstruction
2002200220020033£m£m

•• Construction businesses continue to perform well Construction businesses continue to perform well –– major project major project 
phasing impactphasing impact

•• Andover and Andover and HeeryHeery businesses steady in dollar termsbusinesses steady in dollar terms
•• Full year contribution from Full year contribution from RomecRomec



Balfour Bea~y  2003 Preliminary Results

Performance by sectorPerformance by sector

+24%+24%

--2%2%

11772121Civil and Specialist Engineering Civil and Specialist Engineering 
and Servicesand Services

46464545Building, Building Management Building, Building Management 
and Servicesand Services

2002200220020033£m£m
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Civil and Specialist Engineering and ServicesCivil and Specialist Engineering and Services

11772121Operating profitOperating profit

121288ServicesServices

551313Civil and specialist engineeringCivil and specialist engineering
2002200220020033£m£m

•• UK market prospects good and improvingUK market prospects good and improving
•• US performance on improving trend with claims submittedUS performance on improving trend with claims submitted
•• Utilities business reorganised Utilities business reorganised –– gas business mix issues now gas business mix issues now 

resolvedresolved
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Performance by sectorPerformance by sector

+11%+11%

+24%+24%

--2%2%

37374141Rail Engineering and ServicesRail Engineering and Services

11772121Civil and Specialist Engineering Civil and Specialist Engineering 
and Servicesand Services

46464545Building, Building Management Building, Building Management 
and Servicesand Services

2002200220020033£m£m
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Rail Engineering and ServicesRail Engineering and Services

37374141Operating profitOperating profit

12121515UK infrastructure servicesUK infrastructure services

25252626Projects and specialist businessesProjects and specialist businesses
2002200220020033£m£m

•• MetronetMetronet track work now commencedtrack work now commenced
•• European business performs well with major new contracts securedEuropean business performs well with major new contracts secured
•• UK infrastructure services continue to perform well UK infrastructure services continue to perform well –– Wessex Wessex 

contract handed overcontract handed over
•• Remainder of UK maintenance to be taken inRemainder of UK maintenance to be taken in--house by Network Railhouse by Network Rail
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Performance by sectorPerformance by sector

* Before * Before exceptionalsexceptionals and goodwill and goodwill amortisationamortisation

+8%+8%149149161161Operating profit*Operating profit*

+10%+10%

+11%+11%

+24%+24%

--2%2%

49495454Investments and DevelopmentsInvestments and Developments

37374141Rail Engineering and ServicesRail Engineering and Services

11772121Civil and Specialist Engineering Civil and Specialist Engineering 
and Servicesand Services

46464545Building, Building Management Building, Building Management 
and Servicesand Services

2002200220020033£m£m
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Investments and DevelopmentsInvestments and Developments

23232266Profit after interestProfit after interest

49495454Profit before interestProfit before interest

151566Barking PowerBarking Power

34344848PFI/PPP*PFI/PPP*
2002200220020033£m£m

•• 9 month contribution from 9 month contribution from MetronetMetronet at budgeted levelsat budgeted levels
•• Barking Power significantly affected by TXU administrationBarking Power significantly affected by TXU administration

* Including Property
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Operating Operating profit v operating profit v operating cash flowcash flow

117117142142170170Net cash inflow from operationsNet cash inflow from operations

151525254141Working capital decreaseWorking capital decrease

----(2)(2)Other itemsOther items

(4)(4)(9)(9)55Exceptional items Exceptional items –– cash cash 
receipts/(expenditure)receipts/(expenditure)

353540404343DepreciationDepreciation

717186868383Group operating profit*Group operating profit*

101019191155add back: goodwill amortisationadd back: goodwill amortisation

616167676688Group operating profitGroup operating profit
200120012002200220032003£m£m

* Before exceptionals and goodwill amortisation
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Balance sheet cash movementBalance sheet cash movement

124124Closing net cashClosing net cash
1616Other itemsOther items

(25)(25)TaxTax paidpaid
(38)(38)Dividends and interestDividends and interest
(16)(16)BuyBuy--back of preference sharesback of preference shares
(21)(21)AcquisitionsAcquisitions
(40)(40)Capital expenditure and financial investmentCapital expenditure and financial investment
1111Dividends from J/Vs and associatesDividends from J/Vs and associates

170170Net cash inflow from operationsNet cash inflow from operations
6767Opening net cashOpening net cash
£m£m
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Acquisitions Acquisitions —— net cashnet cash

2121Net cash outflow on acquisitionsNet cash outflow on acquisitions
44Deferred consideration for earlier acquisitionsDeferred consideration for earlier acquisitions

1717Cash outflow for Cash outflow for MansellMansell
(15)(15)Less: cash at acquisition dateLess: cash at acquisition date
(11)(11)Less: deferred consideration and costsLess: deferred consideration and costs
4343Acquisition of Acquisition of MansellMansell
£m£m

Note: excludes Mansell term deposits £5m
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Exceptional itemsExceptional items

(2)(2)Provision for loss on disposal of Provision for loss on disposal of GarantiGaranti Balfour BeattyBalfour Beatty

1212Profit on compulsory sale of operating facilityProfit on compulsory sale of operating facility

(8)(8)Provision for certain residual US cables issuesProvision for certain residual US cables issues

55Net exceptional profitNet exceptional profit

(7)(7)Cancellation of Network Rail maintenance contractsCancellation of Network Rail maintenance contracts

1010Compensation for loss of use of operating facilityCompensation for loss of use of operating facility
£m£m
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PensionsPensions

19192828P&L charge P&L charge –– SSAP 24SSAP 24
27273535–– FRS 17FRS 17

2002200220032003£m£m

•• Two main funds show £70m actuarial surplus at end 2003Two main funds show £70m actuarial surplus at end 2003
•• £164m deficit under FRS 17 for two main funds£164m deficit under FRS 17 for two main funds
•• Disparity due entirely to differences in discount ratesDisparity due entirely to differences in discount rates
•• Fair value provision of £38m for actuarial deficits on Fair value provision of £38m for actuarial deficits on MansellMansell fundsfunds
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Group balance sheetGroup balance sheet

230230
(212)(212)

124124
318318
20032003

(133)(133)((154154))Other assetsOther assets/(liabilities)/(liabilities)

* Includes share of joint ventures and associates* Includes share of joint ventures and associates

185185193193Shareholders’ fundsShareholders’ funds

63636767Net cashNet cash
255255280280Goodwill*Goodwill*
2001200120022002£m£m
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SummarySummary

Continuing growth in underlying earningsContinuing growth in underlying earnings

Strong cash flowStrong cash flow

Cash available to further improve business mixCash available to further improve business mix



Balfour Bea~y

Mike Mike WeltonWelton
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Key 2003 developmentsKey 2003 developments

Augmented cash resources add to forward flexibilityAugmented cash resources add to forward flexibility

MansellMansell acquisition extends UK footprintacquisition extends UK footprint

PPP portfolio augmented with six new concessionsPPP portfolio augmented with six new concessions

Order book increased by 14% despite loss of rail Order book increased by 14% despite loss of rail 
maintenance contractsmaintenance contracts

New US senior management team appointedNew US senior management team appointed
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Key objectivesKey objectives

SustainabilitySustainability -- Better, more secure marginsBetter, more secure margins

FocusFocus -- Maintain competitive advantageMaintain competitive advantage

GrowthGrowth -- Organic and by acquisitionOrganic and by acquisition

ProcessProcess -- Continuous improvementContinuous improvement
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TSR growth relative to FTSE 250TSR growth relative to FTSE 250
Value of hypothetical £100 holding

£0

£100

£200

£300

£400

£500

Dec 98 Dec 99 Dec 00 Dec 01 Dec 02 Dec 03

Balfour Beatty plc

FTSE 250*

*excl Investment Trusts
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Markets and strategyMarkets and strategy
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Current sales by region 2003Current sales by region 2003

US
Other

UK

75%

12%12% 13%13%

£3.7bn
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Sales by customer type 2003Sales by customer type 2003

50%

30%30%
20%20%

Property owners
Utilities

Government

£3.7bn
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UK public sector procurementUK public sector procurement

Substantial forward programmes in public buildingSubstantial forward programmes in public building
•• PPP in healthcare and educationPPP in healthcare and education
•• LIFT and Procure 21LIFT and Procure 21
•• Building Schools for the FutureBuilding Schools for the Future
•• Social housing programmeSocial housing programme
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UK public sector procurementUK public sector procurement

Road and other major infrastructure marketsRoad and other major infrastructure markets
•• Growing market for strategic and project / programme managementGrowing market for strategic and project / programme management
•• Major plans for capital spending on roads remain in placeMajor plans for capital spending on roads remain in place
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The UK roads marketThe UK roads market

1010--year planyear plan
•• £21 billion for highways£21 billion for highways
−− £11 billion capital spend£11 billion capital spend
−− £3 billion PPP/DBFO£3 billion PPP/DBFO

Key bypass / upgrade projectsKey bypass / upgrade projects
•• Early Contractor InvolvementEarly Contractor Involvement
−− A3 A3 HindheadHindhead and A303 Stonehenge already securedand A303 Stonehenge already secured
−− A1/M1 and A46 on their way to marketA1/M1 and A46 on their way to market

Key widening projectsKey widening projects
•• M25; M1 J6aM25; M1 J6a--10; M1 J1010; M1 J10--13; M6 J1113; M6 J11--1919
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The UK roads marketThe UK roads market

Management and maintenanceManagement and maintenance
•• Trend to Trend to MACsMACs for trunk roadsfor trunk roads
•• 13 Local Authority bids worth £1.6bn in next three years13 Local Authority bids worth £1.6bn in next three years
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UK railUK rail

A time of major changeA time of major change
•• Maintenance in process of going inMaintenance in process of going in--househouse
•• New renewals contracts close to signatureNew renewals contracts close to signature
•• Major project outlook remains uncertainMajor project outlook remains uncertain
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PPP / PFIPPP / PFI

LargeLarge--scale project market continues to provide scale project market continues to provide 
significant opportunitiessignificant opportunities
•• HealthcareHealthcare
•• EducationEducation
•• TransportTransport
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PPP / PFI PPP / PFI -- HealthcareHealthcare

Bids (total value £1.48 Bids (total value £1.48 bnbn))
•• BirminghamBirmingham £521m£521m PreferredPreferred
•• St HelensSt Helens £285m£285m 1 of 21 of 2
•• PinderfieldsPinderfields £290m£290m 1 of 21 of 2
•• Northern BatchedNorthern Batched £386m£386m 1 of 31 of 3

Prospects (total value £1.6 Prospects (total value £1.6 bnbn))
•• Tameside, East Midlands Mental Health, Glasgow Southern, Tameside, East Midlands Mental Health, Glasgow Southern, 

WhippsWhipps Cross, Wolverhampton, Paddington Basin, Torbay, FifeCross, Wolverhampton, Paddington Basin, Torbay, Fife
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PPP / PFI PPP / PFI -- EducationEducation

Bids (total value £300 million)Bids (total value £300 million)
•• North LanarkNorth Lanark £130m£130m 1 of 21 of 2
•• BassetlawBassetlaw £110m£110m 1 of 31 of 3
•• BirminghamBirmingham £60m£60m 1 of 21 of 2

Prospects (total value £500 million)Prospects (total value £500 million)
•• Newcastle, Oldham, Rochdale, Edinburgh, Gateshead, Ealing, Newcastle, Oldham, Rochdale, Edinburgh, Gateshead, Ealing, 

BromsgroveBromsgrove
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TransportTransport

BidsBids
•• PowerlinkPowerlink £350m£350m NegotiatedNegotiated
•• Vancouver RailVancouver Rail £1,500m£1,500m 1 of 31 of 3
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UtilitiesUtilities

A time of changeA time of change

•• Regulatory reviews in gas and waterRegulatory reviews in gas and water
•• Major bid opportunities in 2004Major bid opportunities in 2004
•• Impact of Impact of renewablesrenewables on the gridon the grid
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USUS

US road, rail and other infrastructure expenditures US road, rail and other infrastructure expenditures 
show healthy trendsshow healthy trends

Federal road and transit spend set to grow by Federal road and transit spend set to grow by 
1111--30% over next six years30% over next six years

US Class 1 industrial and commuter rail markets US Class 1 industrial and commuter rail markets 
continue to be healthycontinue to be healthy

Education spend continues to increaseEducation spend continues to increase
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Other marketsOther markets

Growth opportunities in variety of national rail Growth opportunities in variety of national rail 
marketsmarkets

Good positions in strong local markets in Hong Good positions in strong local markets in Hong 
Kong and the GulfKong and the Gulf
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Our core skills and key competitive Our core skills and key competitive 
advantagesadvantages
Engineering excellenceEngineering excellence
Expert project managementExpert project management
Strong financial disciplines and skillsStrong financial disciplines and skills
Commercial managementCommercial management
Management of largeManagement of large--scale skilled blue collar labourscale skilled blue collar labour
Delivery of integrated multiDelivery of integrated multi--disciplinary solutionsdisciplinary solutions
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Our marketsOur markets

Majority Majority –– established positions of leadership in established positions of leadership in 
local / regional marketslocal / regional markets

Minority Minority –– technologytechnology--based businesses which are based businesses which are 
internationally transportableinternationally transportable
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Strategic prioritiesStrategic priorities

Continue to improve our existing range of businessesContinue to improve our existing range of businesses

Grow where we are established, in markets we Grow where we are established, in markets we 
understandunderstand

Further enhance existing strong UK footprintFurther enhance existing strong UK footprint

Extend portfolio of PPP projectsExtend portfolio of PPP projects

Develop US presence on our UK modelDevelop US presence on our UK model
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Strategic prioritiesStrategic priorities

Consolidate our strong position in AsiaConsolidate our strong position in Asia--Pacific Pacific 
through Hong Kong basethrough Hong Kong base

Dispose of nonDispose of non--core geographic businessescore geographic businesses

Extend rail footprint where we are already Extend rail footprint where we are already 
established (mainly in mainland Europe)established (mainly in mainland Europe)

Export UK PPP skills and experienceExport UK PPP skills and experience
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Key 2004 programmesKey 2004 programmes

Integrate and develop Integrate and develop MansellMansell

Complete handComplete hand--over of maintenanceover of maintenance

Progressive introduction of ERP IT and related Progressive introduction of ERP IT and related 
systemssystems
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2004 outlook2004 outlook
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