











HEALTHY COMMUNITIES

Safety

Our industry-leading safety performance
maintains our licence to operate, strengthens
our reputation as a trusted employer and
partner, and helps differentiate our offering,
particularly to customers with a similar
focus on safety excellence. But it cannot

be enforced from above: we aim to ensure
that everyone sees safety as a responsibility
they share.

Our employees have a fundamental right to enjoy safe
work. And no member of the public should be put at
any risk by our activities. These two guiding principles
underline our approach to health and safety, which is
core to our own reputation and that of the industry.

By looking after our employees, we encourage them to
look after themselves and others affected by their activities,
so that we strengthen our reputation as a valued employer
and supplier of high-quality, safe services. Only by setting
the highest standards can we retain the trust of customers
and the people using our infrastructure.

Our Zero Harm journey

In October 2008, we committed to achieve Zero Harm
across all of our businesses: zero deaths, zero injuries
to the public and zero ruined lives among all our people.
This means no permanently disabling injuries, with each
operating company aiming for no accidents and injuries
by 2012.

Two years on, Zero Harm thinking is embedded across

all our businesses. During 2010, senior Group leaders
visited every business to review progress with employees,
partners, sub-contractors and suppliers. Each operating
company has identified its top five fatal risks and is
sharing best practice to reduce and then eliminate them.

During the year, we made some bold risk reduction
commitments, such as ending hot work (eg use of
grinding and welding equipment) on-site. Over 360
senior managers took part in a programme called
Leading Change: Driving the Safety Agenda, honing their
leadership skills to deliver Zero Harm in their businesses.
With help from leading strategy and risk thinkers we
developed a suite of tools called Zero In, to assess
organisations' readiness for Zero Harm. Pioneer
businesses trialled it ir

in 2011.
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Occupational health

We ensure our employees are fit for work and undertake
regular occupational health screening. We undertake
drugs and alcohol screening and refer any employees
who develop work-related conditions onto specialist help.
We also support employees’ well-being by providing diet
and healthy lifestyle information and support.

Our safety management framework and standards
Our Group Health and Safety management framework
sets out our vision for health and safety. We publish
Group minimum expectations for managing health

and safety and Group health and safety standards

and guidance. In addition, each operating company has its
own safety management system (SMS) which is certified
to OHSAS 18001, ISO 9001 and 14001, or equivalent,
and is independently audited.

Next steps...

In 2011, we will continue to focus on leadership, culture
change and risk elimination and, by July 2011, over

600 senior managers will have attended our leadership
development programme. We will also launch Zero In
across the Group.

Talent and training

An engaged, driven and passionate team will
be a true differentiator for us in an ever more
competitive marketplace. Well-developed
training and development programmes help
us to create the right environment for our
people to excel in their work.

We are managing our talent better. We have established
training and development programmes at Group and
operating company levels. In 2010, we shared our new
leadership framework with our leaders and aspiring
leaders, setting out the values and behaviours we expect.
Our Management Development Programme had another
successful year, involving 45 managers from across

the Group.

We recruited 380 people to our graduate programme.
We were recognised ine ¢ Top 100 Graduate
Employers for the first time; Gammon Construction
was ranked 54th in Hong Kong's 100 Leading Graduate
Employers awards and topped the engineering services
sector. We also launched new apprenticeship schemes
in north-west England and plan to extend these further
in2011.

We made significant steps towards enabling employees
to see vacancies across the Group by launching our first
online internal vacancy portal.

Next steps...
In 2011, our newly-recruited director of talent will lead
our talent programme. We will continue to integrate

Our safety performance in 2010

Very sadly, we experienced five fatalities in 2010, four in the UK and
one in Indonesia (compared to three in 2009). Two were due to falls
from height; the others to an excavation collapse, an electrocution
and crushing by plant machinery. In all cases, we have investigated
the causes and are taking action to prevent any future occurrences.
Despite our progress and commitment to Zero Harm across the
Group, these tragic incidents highlight the need to do more to
eliminate risks and shift the culture. We will be re-doubling our
efforts to make sure our safety performance doesn’t plateau in 2011.

sustainability in our leadership framework and appraisal
processes, and continue working towards our 2012
appraisal target.

Permanently Accident Fines and
disabling injuries frequency rate* convictions
? 0.16 Global total: £38,840

al: £13,400

Engaging our employees

If we are to be a truly sustainable organisation,
thinking and acting sustainably needs to

be embedded into the way our employees
behave and go about their work. During
2010, our businesses started using a variety
of methods to engage employees in
sustainability awareness.

We employed a wide range of activities across the
organisation to engage our employees on sustainability.
These included training courses and sustainability
workshops, employee forums, information campaigns,
competitions, opinion polls, podcasts and a LinkedIn
sustainability networking group.

We continue to engage with our employees across
the world. In the US, in 2010, we were ranked 40th
ine oo 100 Best Places to Work®.

Balfour Beatty WorkPlace nominated sustainability
champions and Parsons Brinckerhoff set up Green Teams
to engage employees in more sustainable practices.

Next steps...

In 2011, each operating company will continue

to implement its own engagement progralmmes,
supplemented with Group initiatives, including poster
campaigns, a 2020 vision DVD for use in bid presentations
and continued employee engagement, and a new
sustainability website to engage employees and other
stakeholders on specific sustainability topics and debates.

We will also roll-out our bespoke sustainability awareness
course in both e-learning and classroom-based course
formats. The course will be translated into several languages
and we expect all employees, from senior management
downwards, to receive this training by the end of 2011.

Where can | find more?
Visit our Sustainability hub at:
www.collectiveresponsibility.net

Leadership development programme

Launched in 2010, our Leading Change: Driving the Safety
Agenda programme aims to provide new perspectives on

how we manage change in a business environment and
features safety as a key element. The programme equips

our leaders to achieve these goals in the context of running
successful companies. During 2010, 19 programmes were run,
attended by over 360 of our leaders globally. VWe will extend
our leadership development programme to the next tier of
management over the course of 2011.

"It has been an eye-opener for me. It challenged
me to look at things differently and exceeded
my expectations.”

Maxine Wheldon
Human Resources Director, Mansell
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HEALTHY COMMUNITIES

Our supply chain

Our roadmap recognises the critical role of
our supply chain in helping to make Balfour
Beatty a sustainable business. Effective
engagement gives us an opportunity to
innovate for more sustainable outcomes
and achieve our Zero Harm vision.

In 2010, we made good progress in transforming the way
we assess, engage and deliver sustainability through our
procurement teams and supply chain partners.

We worked with UK government and private sector
organisations to help develop thinking on a voluntary
supply chain programme for sustainable procurement.
This work will be continued by the Cabinet Office
Efficiency and Reform Group in 2011.

A significant proportion of our supply chain management
is devolved to our businesses. Many hold regular ‘Meet
Balfour Beatty' days and supply chain conferences to
communicate our Zero Harm and sustainability visions.
We use assessment tools such as Exor and Achilles to
review suppliers’ performance in areas such as safety,
sustainability and ethics.

Recognising the importance of procurement in driving
change, we have set up a sustainable procurement group
to give our procurement professionals support from our
sustainability experts. The Group developed a sustainable
procurement toolkit in 2010.

Sustainable procurement as a Group

A Group-level strategic review, undertaken in late 2009
with consultants PricewaterhouseCoopers, developed
a plan for more effective procurement: the Group
Aggregation of Common Expenditure (Project GrACE).
Sustainability, Zero Harm and values were built into the
project from the start.

GrACE identified our key strategic spend categories,
which range from concrete to cable, travel and office
supplies. We ran a sourcing exercise for each category
and put Group frameworks in place with market-leading
suppliers. These reduced our costs while also setting
non-financial standards in areas such as safety,
sustainability and ethics.

Cost-saving and sustainability are not incompatible.
For example, in office supplies we identified savings
of 40% while creating a core list of products more
competitively priced than a typical standard range.

We are seeking to reduce air travel by our UK businesses by
20% within five years using a range of tools and techniques
developed with the Parsons Brinckerhoff travel practice.

Next steps...

In 2011, our businesses will continue to carry out
sustainability assessments as part of their supplier
evaluation processes, and to ensure key suppliers are
aware of our 2020 vision and how they can contribute.

The sustainable procurement group will continue to develop
common processes and guidance, confirm sustainable
procurement leads for each UK business and provide them
with training, and share best practice across the Group.

A leadership team for procurement will also be
established in our newly-formed Construction Services
UK division to help embed the GrACE methodology.

Community engagement

We want to contribute positively to local
people’s lives wherever we work — not
simply through the lasting infrastructure
we leave for the public, but in our wider
contribution to those communities.
Investing in local coommunities is motivating
for employees and helps us to make a
lasting contribution to society.

Our Code of Conduct explicitly commits us to respect
the communities around us. We appreciate the legitimate
interests that local communities have in the way we

do business. And by engaging with them early and
consistently, we can identify ways to deliver additional
value through our projects.

This matters to our customers, too. Increasingly,

they want to see evidence of involvement with local
communities in bid documentation. Delivering projects
with community benefits, such as providing local training
and employment opportunities, is a key differentiator

in winning many public sector contracts.

By engaging local people in our projects early, we learn
from their knowledge. Consultation often involves leaflet
drops, project websites, communication via social media

Engaging local suppliers, UK

We want to involve local suppliers in all our projects,
where we can. So we've held a growing number

of ‘Meet Balfour Beatty' days, where we invite local
businesses to a presentation on project opportunities,
followed by face-to-face interviews. Our aim is

to build a directory of potential suppliers for buyers
from a variety of Balfour Beatty operating companies.

We first used this approach on a schools project for
Blackburn with Darwen and Bolton Council in north-west
England. A key objective was to ensure that the greatest
possible proportion of the money spent by the local
authority resulted in local training and employment
opportunities. We held meetings with 300 local
organisations, and half went on to tender to become
Balfour Beatty suppliers.

“We have been working with Balfour Beatty and other
organisations to help develop a voluntary supply chain
programme across government, with the intention of
improving the overall sustainability of central government
departments. This government is aiming to be the
greenest government ever."”

Samantha Dunn
Head of Sustainable Supply Chains, Cabinet Office
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Giving a city street the kiss of life, US

“Most cities can't afford all these

amenities on their typical public
works budget. To make the
economics work, you have to
get the commercial interests

on board. | believe this model
will be used again to facilitate
improvements in Denver's
downtown, and you could apply
it just about anywhere else.”

Jamie Price
Senior Project Manager
Parsons Brinckerhoff

and community discussions or exhibitions. Our larger
projects have permanent community relations staff
to build relationships and a sense of ownership with
individuals and organisations.

All our corporate community investment is focused on
disadvantaged young people. The programme has three
pillars: sponsoring the London Youth Games, The Balfour
Beatty Charitable Trust — which has raised over £500,000
in 2010 — and a range of initiatives in support of our
regional and local operations.

Next steps...

In 2011, we plan to introduce a measurement tool to
assess the impact of our community investment and
ensure it achieves tangible benefits. We also aim to
increase our corporate-level investment and involvement
beyond the UK and US to areas including the United Arab
Emirates, Australia and Hong Kong.

Where can | find more?
Visit our Sustainability hub at:
www.collectiveresponsibility.net

Some streets are destinations. Others are just roads
to cross. In Denver, Colorado, 14th Street links cultural
and civic amenities including the Center for Performing
Arts, the Convention Center, historic Larimer Square,
hotels and new buildings worth hundreds of millions
of dollars. But it lacked cohesion or a sense of place.
The city wanted to change that. But how?

We proposed a $14m makeover — making 14th Street
a front door to the city and downtown'’s cultural centre.
But first we had to build stakeholder consensus.

We worked with all the local commercial interests

to agree what support they would contribute.

The scale and complexity of the plan made it difficult

to communicate effectively. So our project visualisation
experts developed an inspiring 3D animation to win
support. It shows how a revitalised street could add value
to properties, businesses and the city — encouraging
economic development and creating a sustainable,
people-friendly space that works day and night, whatever
the season.

This helped us with the critical first step — mobilising the
capital. In the end, the city authorities brought the first
$10m to the table, and the general improvement district
added $4m and agreed to fund the annual maintenance.
Construction is now underway.

Sustainability summary report 2010
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A COLLECTIVE RESPONSIBILITY
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In our sustainability vision we have said we will use our expertise to provide
infrastructure that benefits the wider community and the environment. Here
are just three ways we have made a difference on recent rail projects in ltaly...

The impact

The SFe-free switchgear
prevented potential greenhouse
gas emissions equivalent to
450 tonnes of CO,, effectively
offsetting a year’s emissions
from our ltalian rail business'’s
entire plant and vehicle fleet.

Our redesigned transmission
lines reduced visual impact,
electromagnetic fields and
impact on birdlife. The low-profile
pylons also used less steel

and concrete to build.

Our track lubrication technology
cuts rail wear, maintenance
costs and noise. And because
it uses biodegradable oil,

it also minimises ground
contamination risks.

"“Our engineering team successfully eliminated the use
of sulphur hexafluoride (SFg), the most powerful of all
the greenhouse gases.”

Giuseppe Ghilardi
Head of Engineering,
Balfour Beatty Rail Italy

20 Balfour Beatty Sustainability summary report 2010 21
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ENVIRONMENTALLIMITS

Energy, carbon
and climate change

As well as reducing our own energy use
and carbon emissions, we see huge market
opportunities in helping customers to
reduce their carbon footprints, build new
low-carbon infrastructure and protect
existing infrastructure from the impacts

of climate change.

Measuring and reducing our impacts

\We measure and report our emissions of greenhouse
gases (CO, equivalent) as direct emissions (Scope 1),
indirect emissions from electricity use (Scope 2) and
indirect emissions from employee business travel
and the building materials we purchase (Scope 3).

\We continue to strive to reduce our carbon emissions
from our own buildings, project sites and transport
fleets. We are also reducing the carbon embodied

in the materials we use — for example, by replacing
aggregates with recycled materials, car tyres or
pulverised fuel ash from power stations.

In 2010, we established our global baseline for our
carbon emissions (see table below). Our carbon
emissions relative to revenue from our vehicles, plant
and buildings were 42.8 tonnes equivalent CO,/£m,
(2009: 36.3 tonnes/Em). Absolute emissions

of equivalent CO, increased to 472,200 tonnes
(2009: 399,700 tonnes restated).

Environmental impact baselines

2010 was the first year we have been able to set a global
baseline for our environmental impacts. As our data
collection systems have improved, and our understanding
of these impacts has grown, we have reported increases
in our carbon emissions, water and waste. Our challenge,
and opportunity, is to reduce these impacts and achieve
the 2012 targets in our sustainability roadmap.

Global carbon emissions, equivalent CO, per
£m revenue (excluding air travel data)
50

40.8 39.1

IN
o

30

20

Equivalent CO; tonnes/
£m revenue

=

o

2006 2007 2008 2009
—2012 target ==2020 target

Climate change adaptation

Some climate change impacts are unavoidable due to
greenhouse gases already in the atmosphere. Increasing
temperatures will affect material durability; higher rainfall
and more intense storm events will bring more flooding.
We need to consider these risks when designing and
constructing to protect the value of our customers' assets
and the assets we invest in.

Parsons Brinckerhoff, a recognised leader in climate
change adaptation, is working on major studies for the
US and Australian governments. Our adaptation strategy
for the UK Highways Agency is now being used as an
example around the world and will be used to develop
best practice in Balfour Beatty too.

Next steps...

During 2011, we will launch a toolkit of practical adaptation
responses that our designers and engineers can use in
their work. We will continue to work on delivering our goal
of a 10% carbon reduction by the end of 2012 and a 50%
reduction by 2020 against a 2010 baseline.

We will develop a carbon calculator to extend our
understanding of Scope 3 carbon impacts beyond
our civil engineering and highways to buildings.

Helping US Army families use less energy, US

Recycling waste glass into new roads, UK

Materials

Sustainable materials management reduces
costs as well as environmental impacts.

In 2010, 75% by value of the timber we
procured directly came from recognised,
responsible sources —and we have

now extended our responsible-sourcing
practices to include our other major
construction materials.

The construction industry consumes some 40% of the
earth’s resources. Growing demand could adversely
affect the future availability and cost of natural materials.
Being a leader in responsible sourcing of materials helps
differentiate us in the marketplace and using recycled and
alternative products can help reduce project costs.

We continue to procure timber from recognised
sustainable sources, including those certified by the
Forest Stewardship Council (FSC) and the Programme for
Endorsement of Forestry Certification (PEFC). Our target
is 100% from responsible sources by 2012.

For the first time in 2010, we extended our data collection
to track the sourcing of other major construction materials
such as aggregates, concrete and steel. Our 2012 target
is 25% (by value) from responsible sources worldwide
where such schemes exist. In 2010, we achieved 19%.

Engaging our supply chain on responsible sourcing will
be a key element in delivering a more sustainable
Balfour Beatty.

Next steps...

As we work towards our 2012 targets, we will continue

to identify responsible-sourcing schemes for materials,

to extend reporting to more businesses, and to encompass
a wider range of construction materials in the UK and
possibly elsewhere.

Waste to landfill

\Waste

Having established a global baseline for
our waste in 2010, we are now working

on halving the total sent to landfill by 2012
and ultimately diverting all our worldwide
project waste from landfill by 2020.

The waste infrastructure market represents
a multi-billion pound opportunity for us.

Wiaste disposal is a significant and rising cost. Reducing
waste can differentiate us in the marketplace, helping
us to reduce project costs and meet customers’ desire
for lower environmental impacts.

Increasing waste regulation is creating a significant
new commercial opportunity for us. In the UK, 30-40
municipal energy from waste plants are needed within
the next five years, at upwards of £200m each.

This represents a market worth £8bn or more by 2015
in the UK alone.

\We continue to seek opportunities to reduce, re-use,
recycle and recover waste (including energy recovery)
and to use recycled materials where possible. A decade
ahead of our 2020 target, we have already achieved our
first zero waste to landfill project, on our A46 road
contract in the UK.

To drive re-use of waste we have also set a target of at
least 25% of our major materials coming from recycled
sources by 2012, where we specify the material. Major
materials include concrete, aggregates, steel, aluminium
and copper. During 2010, we achieved a 3.4% recycled
content in the major materials we procured globally.
This figure increased to 10% in the UK.

Next steps...

Developing good quality data for tracking the recycled
content of our major materials will be important in 2011.
We will continue to focus on our 2012 goals of halving
waste to landfill per £m revenue against a 2010 baseline
of 101 tonnes of waste to landfill per £m revenue, and

of achieving a minimum of 25% recycled content of major
materials (by value).

Global waste disposed to landfill (tonnes/£m revenue)
175
150

153

£m revenue
o Nu DO o
o o o o

Tonnes waste to landfill/

N
&l

o

2006 2007 2008 2009 2010
—2012 target

2020 target = zero
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ENVIRONMENTALLIMITS

Water

Almost half the world's population will

be living in areas of water scarcity by 2030.
Delivering sustainable water solutions

is a growth market and we want to take

a lead by developing a water footprinting
tool in 2011.

Our own water use represents an operating cost as
well as an environmental impact. And we see growth
opportunities from integrated service offerings in water
desalination, treatment and distribution; urban water

run-off collection; and detection and repair of water leaks.

Our focus has been to reduce water usage in our
premises (for example, through self-closing taps,
waterless urinals and staff awareness campaigns) and
on construction sites (for example, capturing rainwater
for vehicle/plant cleaning, concrete batching and dust
suppression). Our site accommodation cabins can also
be supplied with rainwater harvesting systems.

\We seek to provide new buildings with water saving
technologies such as grey water recycling and use
of rainwater harvesting systems.

To help co-ordinate our worldwide capabilities, we
established an international water forum in 2010.

In 2010, we consumed 2,573,000m? of water compared
10 2,101,000m3 in 2009.

Next steps...

We will continue working to reduce direct use of water
per £m revenue by 10% by 2012 against a 2010 baseline
of 233.3 m®/Em revenue.

The water embodied in the materials we use or
consume is likely to be much larger than our direct
consumption. In 2011, we will develop a footprinting
tool to help us determine where reductions can
best be made. We believe this will be a sector first.

Recycling wastewater for
industry, Australia

Long periods of drought prompted Western Downs
Regional Council to build a wastewater recycling plant
that produces water for industrial use in the town of
Dalby in Queensland, Australia. Parsons Brinckerhoff
provided design and project management services,
winning a 2010 award for innovation from the Institute
of Public Works Engineering.
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Ecology

Our people, customers and local
communities care about the natural world.
We will go beyond protecting ecological
resources to enhancing the ecology of
our projects.

Infrastructure can significantly impact on the natural
environment and some of our operations work alongside
sensitive ecological areas. In addition to reducing our
impacts on ecological resources, we can actually enhance
these resources through better design, development and
management on our projects and across our own estate.
Delivering projects with a net ecological gain will help
differentiate Balfour Beatty in the marketplace.

We plan measures for ecological protection and
enhancement project by project.

Our civil engineering schemes have traditionally

provided good opportunities for ecological enhancement.
We are now extending our best practice to smaller
building projects.

Next steps...

Our operating companies will continue to develop
action plans to protect ecological resources and habitats
identified in their projects and own premises by 2012.

Ecological enhancements
deliver healthy communities, UK

Mansell is designing a new elderly persons’
care home in Sevenoaks, Kent, using our
2020 vision and ecology targets to enhance
the biodiversity value of the development

by providing new habitats and native planting
schemes to encourage wildlife.
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Want more details?
Want to share your views?

We want to share our sustainability thinking, goals and performance openly
with our stakeholders. On our new dedicated sustainability website at
www.collectiveresponsibility.net you can find a wealth of information on
our vision, roadmap and policies, together with detailed accounts of our
performance and case studies to give you a fuller picture of how we are
building a more sustainable business.

You will also find a forum for discussion, debate and sharing best practice.
We encourage and welcome dialogue on all areas of sustainability — so please
visit www.collectiveresponsibility.net to give us your feedback on this report,
or any of the issues raised in it.

“In 2010, | travelled to Swaziland with a team of Balfour
Beatty employees to deliver a project which provided
clean water to local communities. Seeing at first hand
how people there managed on so few resources was
a real eye-opener. It really brought home the message
that we should all live within environmental limits.”

Hannah Burchell
Marketing and Submissions Manager,
Balfour Beatty Construction Northern, UK

To read more about what our people have
to say about sustainability, go to:
www.collectiveresponsibility.net
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