Briefing for Investors

Balfour Beatty: WCD Resolution

With corporate governance an increasingly important
focus of shareholder attention and in the light of the
new Turnbull rules, shareholders will undoubtedly be
looking to Balfour Beatty for reassurances that:

* any reputational risks to the company are justified
financially and do not threaten future shareholder
value;

» steps have been taken to contain reputational risks
and to ensure the company's standing;

» the company's strategy for containing reputational
risks matches or betters that of its peers and
strengthens its future competitiveness.

Although Balfour Beatty has yet to report under the
Turnbull rules, there are strong grounds for believing
that the company will face difficulties in giving
shareholders adequate assurances on these key
concerns.

In particular, evidence from the hydro-power sector
suggests that the company management has no coherent
strategy for managing reputational risks in this area.
Consequent adverse publicity has significant
implications for future earnings. In addition, Balfour
Beatty's competitors in this sector have stolen a lead on
the company by recognizing the business significance
of publicly endorsing the World Commission on Dams’
(WCD) Guidelines

Friends of the Earth proposes that Balfour Beatty
should therefore recognise the importance of the report
and adopt the Guidelines contained within it as
company policy.

Recomm endation

Developing an overall company strategy for containing
reputational risks will take time. However, committing
the company to the Guidelines of the WCD’s report (see
below for details) would show leadership in a key area
of corporate social responsibility and help rebuild
Balfour Beatty's damaged reputation.

Friends of the Earth has submitted a resolution to
Balfour Beatty’s 2001 AGM, calling on Balfour Beatty
to recognise the importance of the WCD report and to
endeavour to ensure that all future relevant contracts
meet the Guidelines contained within it. It does not
require the company to become involved in the dam
planning process about dams nor to take any other
responsibilities not befitting of a contractor. It calls on
the company to adopt those guidelines in the report
developed specifically for contractors.

If adopted, this resolution would ensure that, in the
hydro-power sector, the company is operating within
the framework of international recognition of human
rights, the right to development and the right to a
healthy environment which the report builds upon.
Balfour Beatty would be seen to be endeavouring to
ensure that its operations in this sector are in line with
industry best practice, helping the company to develop
a positive reputation. It would also bring commercial
benefits in competing for business, particularly in the
public sector, and is likely to help reassure investors
that Balfour Beatty is moving in the right direction,
with positive consequences for the share price.

It is therefore recommended that investors vote for the
ordinary resolution on the World Commissionon Dams.



