HALCROW GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

(continued)

20 TRANSLATION RESERVE 2013 2012
£000 £000

At the beginning of the year 7,202 8,156
Movement on reserve in the year (7,030) 954

At the end of the year ‘ 172 7,202

21 RECONCILIATION OF MOVEMENT IN

SHAREHOLDERS' DEFICIT 2013 2012

] £000 £000

At the beginning of the year . (222,182) ~ (177,407)
Loss for the year (2,081) (5,692)
Actuarial loss on pension scheme (net of deferred tax) (20,932) (38,129)
Movement on translation reserve . (7,030) 954

At the end of the year . (252,225) 4 (222,182)
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PENSION COMMITMENTS

The group operates various pension schemes and other long-term benefit plans for eligible employees. The
assets of all schemes are held separately from those of the group and are invested by independent investment
managers.

The main scheme is the Halcrow Pension Scheme which is a defined benefit pension scheme. The Group also
sponsors the Pension & Life Assurance Plan of Halcrow Fox & Associates Limited, The MEDA Pension & Death
Benefits Scheme, the Prudential Platinum Pension Scheme and contributes to the Halcrow Rail section of the
Railways Pension Scheme, all of which are also defined benefit pension arrangements. Contributions are paid to
the schemes as agreed with the trustees of those schemes.

All UK defined benefit pension schemes have been closed to new entrants for a number of years. The schemes
were closed to future accrual with effect from 31 December 2007, with the exception of the ‘Railways Pension
Scheme and those members covered by the TUPE provisions. For those members affected, their defined-benefit
pensions will remain linked to their pensionable salary (with certain restrictions) for a period of five years from 1
January 2008. Since this date, such members have had the right to earn current service benefits in the Halcrow
Money Purchase Plan (HMPP). '

Over the year to 31 December 2013, contributions by the group of £10.9m were made to the main UK pension
scheme (2012: £10.5m). Contributions were reviewed as part of the full actuarial valuation of the main scheme
with an effective date of 31 December 2008. Under the current schedule of contributions, contributions of
£13.9m would be payable in 2014. Additional contributions dependent on Company performance may also be
paid. Total contributions of 29.1% of pensionable salaries are being paid in respect of any members who
continue to accrue benefits (payable in aggregate by the members and the employer). Contributions of £0.8m
were made to the Halcrow Fox scheme in line with the Group agreement with the Trustees. Contributions of
£1.2m were made to the Railways Scheme. Further contributions were made to other smaller arrangements.

The company contributed £5.3m (2012; £5.6m) to the HMPP, which is a defined contribution arrangement.

Calculations based on a full actuarial valuation of the main pension scheme as at 31 December 2011 have been
updated to the accounting date by an independent qualified actuary in accordance with FRS17. Other UK
pension arrangements have been updated in a similar manner. As required by FRS17, the value of the defined
benefit liabilities has been measured using the projected unit method.

The following table sets out the key FRS17 assumptions as at 31 December 2013 used for the schemes. The
tables below also set out as at 31 December 2012 and 31 December 2013 the fair value of assets, a breakdown
of the assets into the main asset classes, the present value of the FRS17 liabilities and the deficit of assets
below the FRS17 liabilities. :
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22 PENSION COMMITMENTS (continued)

The Halcrow Pension scheme, the Halcrow Fox scheme and the Railways scheme

Assumptions 2013 2012

Price inflation ' 3.5% p.a. 3.0%p.a.
Discount rate ' 4.4%p.a. 4.5%p.a.
Pension increases (fixed) . 5.0% p.a. 5.0% p.a.
Pension increases (5% LP1) 3.15% p.a. 2.85% p.a.
Salary Growth (on average) * 4.0% p.a. 4.0%p.a.

* The salary increase assumption for the UK is of limited relevance, as the link to final salary ceased for the vast
majority of current UK employees at the 2012 year end.

On the basis of the assumptions used for life expectancy, a male pensioner in the UK currently aged 65 would
be expected to live for a further 22.7 years (2012: 22.4 years). Allowance is made for future improvements in life

expectancy, so a pensioner in the UK reaching the age of 65 in 2033 would be expected to live for a further 24.8
years (2012: 24.7 years).

Expected return on assets

Components . 2013 2012

Equiities ' 6.55% p.a. 7.2% p.a.
Bonds 3.7% p.a. 3.1%p.a.
Property , 6.6% p.a. 6.8% p.a.
Other 2.8% p.a. 2.5% p.a.

Overall returns expected over the accounting year 4.63% p.a. 5.81% p.a.

The above expected rates of return are used to caiculate the expected return figures stated below for the
schemes. The rates are set to reflect long term expectations of the returns on each asset class held in the
schemes at the start of each accounting year. The overall rate is the weighted average of the individual rates.
The actual return on scheme assets over 2013 was £32,145,000 (2012: £36,608,000).
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22 PENSION COMMITMENTS (continued)
Components

Equities

Bonds

Property

Other

Balance Sheet

Total fair value of assets
Present value of liabilities
Deficit in the schemes

Amount not recognised due to paragraph 37
restriction

Adjusted (deficit) / éurplus in schemes
Related deferred tax
Net pension liabilities |

_ Components

Equities
Bonds
Property
Other
Balance Sheet

‘ Total fair value of assets
Present value of liabilities
Deficit in the schemes
Employee share of deficit
Adjusted (deficit) / surplus in schemes
Related deferred tax
Net pension liabilities

(continued)
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31 December 2013

Fair Value Fair Value
(schemesin  (schemein
deficit) surplus) Total
~ £000 £000 £000
166,481 5,892 172,373
238,467 11,385 249,852
K 8,158 793 8,951
27,083 14 27,097
440,189 18,084 ' 458,273
(672,789) (17,617) (690,406)
(232,600) 467 (232,133)
- (183) (183)
(232,600) 284 (232,316)
(232,600) 284 (232,316)
31 December 2012
Fair value Fair value
{schemes in  (schemes in Total
deficit) surplus)
£000 £000 £000
157,744 - 157,744
217,872 - 217,872
19,638 - 19,638
39,315 - 39,315
434,569 - 434,569
(649,547) - (649,547)
(214,978) - (214,978)
(214,978) - (214,978)
(214,978) - (214,978)
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22 PENSION COMMITMENTS (continued)

Under FRS17, the schemes are represented on the balance sheet as net pension liabilities of £232,316,000

(2012: £214,978,000).

~

The scheme liabilities under FRS17 moved over the period as follows:

2013 2012
£000 £000
) Scheme liabilities at the beginning of the year ' A (649,547) (587,700)
Current service cost . (926) (1,033)
Employee contributions : ' (207) -
Interest on post-retirement liabilities (28,713) (28,427)
Actuarial loss (33,256) (51,594)
Benefits paid 22,243 19,207
Scheme liabilities at the end of the year (690,406) (649,547)
The value of pension scheme assets moved over the period as follows:
2013 2012
£000 £000
Scheme assets at the beginning of the year 434,569 404,520
Expected return on plan assets . 19,836 23,143
Employer contributions : . ) 13,595 12,648
Employee contributions : : 207 -
Actuarial gain : 12,309 13,465
Benefits paid ’ (22,243) (19,207)
Scheme assets at the end of the year 458,273 434,569

' The following amounts have been included within operating profit under FRS17 in relation to the defined

benefit schemes:

2013 2012

£000 £000
Current service cost , , 926 1,033
Total operating charge . 926 1,033
The following amounts have been included as net finance costs under FRS17:

2013 2012

£000 £000
Expected return on pension scheme assets 19,836 23,143
Interest on post-retirement liabilities ' o (28,713) (28,427) -
Adjustment due to paragraph 37 ©(198) -
Net finance cost A . (9,075) (5,284)
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(continued)

PENSION COMMITMENTS (continued)

The history of ‘as'sets, liabilities and deficits over the last 5 years is:

2013 2012 2011 2010 2009
£000 - £000 £000 £000 £000
Total fair value of assets 458,273 434,569 404,520 ‘ 393,543 355,661
Present value of liabilities (690,406) (649,547) (587,700) (482,876) (456,794)
Deficit in the schemes (232,133) (214,978) (183,180) (89,333) (101,133)
The history of experience gains and losses over the last 5 years is:
: 2013 2012 011 2010 2009
Actual return less expected return .
on scheme assets (£000) 12,309 13,465 (7,663) 20,751 22,792
Percentage of scheme assets 269% - 3.10% (1.89%) 5.27% 6.41%
Experience gains and (losses)
arising on schemes' liabilities
(£000) (316) (190) (7,000) 5,626 (21,900}
Percentage of the value of the '
schemes' I_iabilities ' 0.05% 0.03% 1.19% (1.17%) 4.79%
Actuarial gains and (losses) arising ) ‘ !
during the period (20,947) (38,129) - (101,952) 6,015 (28,555)
Effect of the limit in paragraph 37 15 - - - -
Total amount recognised in the
STRGL (£000) ’ (20,932) (38,129) (101,952) 6,015 (28,555)
Percentage of the value of the
schemes' liabilities : (3.03%) (5.87%) (17.35%) 1.25% (6.25%)

The cumulative actuarial losses recognised in the STRGL since 1 January 2002 are £287,980,000 (2012: a
. cumulative loss of £267,048,000). ’

The effeét of retirement benefits on operating profit calculated in accordance with FRS17 as set out in the

financial statements is as follows:

2013 2012
£000 £000
Funded defined benefit schemes 10,892 6,771
Defined contribution schemes . 5,953 6,027
Charge per note 6b 16,845 12,798

CAPITAL COMMITMENTS

Capital expenditure contracted for,'but not provided for, in the financial statements at 31 December 2013 was

£nil (2012: £nil).

31



