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Parsons Brinckerhoff

Founded in 1885 by General William B. Parsons

Management consulting, planning, engineering,
program and construction management, O&M services

Market sectors include transportation, power, buildings, water/wastewater,
environmental

Approximately 14,000 employees in 150 offices worldwide
$2.1B in Revenues, 47% outside US

Until Oct 2009, Employee Owned
approx. 5,000 shareholders

Now fully owned subsidiary of Balfour Beatty
engineering, construction, services, investments

New York City Subway

Parsons in China
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Parsons Brinckerhoff

« Ranked

— 1st in design firms for roads & highways, bridges, airports and mass-
transit (Roads and Bridges magazine)

— 4th in global transportation (Engineering News Record)
— 4th for global consultants in power market (New Civil Engineer)

* Involved in some of the largest and most important infrastructure
projects in the world

 Had to switch to IFRS in 2009
... within weeks

4 Arthur Ravenel Jr. Bridge, South Carolina
AFP’ Annual Conference %ﬁ:ﬁ?ﬂ?ﬁfé}iﬁé}mﬁ




Global Projects and Business Operations

Az-Zour South
Power Station,
Kuwait

Palm Jumeirah, UAE

Taiwan High Speed Rail Airport, Spain

Sacramento Airport Expansion 5 %5 B
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IFRS —and why it m

atters

R

BART, San Francisco
= |

MARTA, Atlanta Taipei MRT
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General Differences between US GAAP & IFRS

 Main difference is in the level of detall

« principles-based (IFRS) et ranca
vS. rules-based (US GAAP)

— Or: detailed vs less detailed

* |FRS provides far less guidance
— Industry specific
— Special situations / examples =

* |FRS guidance fits into a single book (2 ¥z inch thick)
US GAAP (FASB and EITF alone 10 inch think)
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Roadmap to IFRS

Mid-2011 2012 - 2014 January 1. 2015 2015 = H 8
Tanget date Tor completaon of Fessdle eMactve daes of Fossible Bege g Fossibie s1agqered
FASBNASE convergency agenda cormeenged standands adoption dyie adopbon penod®
; ' : I
i | L 1
: I' -\.h :.I' -\.I
: SO S— Y ——
| i T P o
i . !
Fesruary 24, 2010 2011 2122014 H013-2014
SEC ssues Work Proposed SEC Possible garly  Earliest comparative information
Plam desysnnn an IFRS Bdoplion penod  reguined

Source: PWC
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Commonalities and Differences

 IFRS/US GAAP Differences, Differences to local GAAP

* While language of accounting standards may differ, most accounting
treatment is still the same or does not result in material differences

* Many differences relay to presentation, disclosures and more / less specific

guidance on how-to, e.g. IFRS
— Layout of balance sheet and income statement  issncil feporing
— Joint Venture Treatment
— Revenue Recognition @
e 200 pieces of literature vs. 2

International
Accounting Standards
Board

 |FRS and US GAAP convergence efforts
— Many current differences may not exist in a few years
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Implementing IFRS

Woodrow Wilson Bridge,
Maryland/Virginia

East Link, Australia

Kanchanaphisek Bridge, Thailand
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What to consider:
Complexity in Global Organizations

*Multiple subsidiaries

- sLocal statutory reporting requirements
= [ Different Rollups (Statutory/Mgmt)
= -Subconsolidations
= Different local Accounting Standards
— IFRS
= T — Local IFRS Adjustments
=l — UK GAAP
== — US GAAP
— Tax Reporting
— Year Ends

*Global US GAAP reporting
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What to consider:
Many parties involved

* Auditors and Consultants
— ‘the next SOX’ ?
e Tax
— Local tax requirements
— LIFO (Last in first out) not allowed under IFRS

 Treasury

FIRST IMPACT OF ADOPTING [FRS
Differance in Local GAAP vs. [FRS

Shareholders” equity Earnings in Fiscal Year
Endesa W 49% Waodafone I 174%
Unilever W 29% Carkberg [ 100
Wodafone N 15% Telecom Italia . 49%
L'oréal 112% British Aireays W A7%
Al Adverican [BICH Uil 3%
Ericssan [EES Danone W 26%
Paribas BNP 174 Gerdau W22%
Gerdau 17% Angh American W20%
Telecon Tlalia | 5% Rii Tinli B15%
Carcherg | 4% Salnt-Goban | Bk
[ 0% Talsffinica 0 10%%
Sant-Gaobain 1-6% Lioréal 1 9%
Rio Tinde | 6% BP 18%
Fiat B -14% BNP Paribas I 6%
Darone 0-15% Astrata | 3%
Wstrata B-15% Fiat | 2%
WEF -2 WEF | 4%
Telefinica W -2 Ericzson | 6%
British Airways -5 Endesa I 9%

wers: Erred s

— Hedge Instruments, Debt to Equity Ratios / Covenants

 Contracts
— E.g. Consolidation of Entities, Joint Ventures

— Specific accounting treatments (e.g. Revenue Recognition EITFs)

 Management
— Performance Metrics
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Using IFRS conversion to streamline accounting
processes and reduce costs

Do you have many different
e accounting policies ?

e accounting processes ?
 financial systems ?

Did you ever think of centralizing finance functions ?

What did you learn from the SOX Implementation ?
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Implementing IFRS

Centralize

Focus on Commonalities
Deal with Exceptions
Manage the Auditors
Make it quick

a bk bR

Sabiya Power Plant, Kuwait

Kogan Creek Power
Station, Australia

Navasota Colorado
Bend, Texas

Medupi Power
Plant, South Africa
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1. Centralize

* Local requirements
— Most countries now follow IFRS or converge
— Differences may not be material

— Subsidiaries may not be public entities outside the US, less stringent
requirements

* Many differences to US GAAP may impact head office only
— Financial Instruments
— Liability/Equity
— Stock Options

e ... or could be managed centrally

— Accounting for M&A, Divestitures
— Joint Venture Accounting

Glenwood Canyon, Colorad
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2. Focus on Commonalities

* Modify US GAAP policies only if necessary

Usage of same accounting standards make it easier to use
— same chart of accounts

— Same pProcesses

— Same systems

Issue global accounting manual

— Ensure global uniformity of standards
— Provide guidelines to staff, auditors etc.
Global processes and systems

Global consolidation system

Deep Tunnel Sewerage
System, Singapore
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3. Deal with Exceptions

« Major exceptions / changes to be dealt with at head
office
— Less need for training on new standard
— Possible insight in alternative accounting treatment opportunities
— More support from external auditors
— Restrict number of exceptions

— Most accounting differences with S|gn|f|cant Impact may only be
relevant for head office -

— Infrastructure for valuation services

Fort McHenry Tunnel, Baltimore
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3. Deal with Exceptions — Cont.

« Evaluate current accounting policies
— Major differences between IFRS and US-GAAP
— Current policies that do not reflect economic reality
— Current policies that differ from those used by competitors

— One time chance to change — future changes may be more
difficult

* Additional information necessary from field
- Disclosures
- Evaluation of accounting treatments (Principle vs. Rule Based)
- Professional judgment documentation
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3. Deal with Exceptions — Cont.

« Evaluate current accounting policies
— Major differences between IFRS and US-GAAP
— Current policies that do not reflect economic reality
— Current policies that differ from those used by competitors

— One time chance to change — future changes may be more
difficult

* Additional information necessary from field
- Disclosures
- Evaluation of accounting treatments (Principle vs. Rule Based)
- Professional judgment documentation

AFP° Annual Conference 19 %ﬁa’iﬁﬂ?gﬁfiﬂ}mm




4. Manage the Auditors

Challenges of the Principles-based
Approach in the US

Less detailed guidance to consider
— More of a focus on the “substance” of transactions

— Evaluate whether the accounting presentation reflects the
“economic reality”

More use of professional judgment
Impact on risk

Possibility of second-guessing by regulators and auditors
— More of a focus on the “process” around making judgments
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5. Make it quick

« Manage it like a project
e Get familiar with standards / differences

It helps to have a deadline
— Keep internal focus
— Materiality is key, yet ...
— Auditors will take time

 Document (in particular if you are public)

The longer you have, the longer you need.
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7 Weeks in Summer 2009

o
B
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7 Weeks

e Week 1

— Audit Firm analysis of differences in standard
— Set up Project plan
— Start evaluation of major differences

— Design and communicate data gathering
requirements (for analysis, notes)

e Week 2

— Communicate Project Plan
— Draft analysis completed
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Analysis - Example

@
35
[ IR Current accounting policies Effect on PB Potential Solutions & Actions £ E
! IAS) Standard 2
b
n
IAS 11.11- |Contract cosis and contract revenue PB's current expense The Company should confer with High
21 145 11 provides detailed guidance on the defintion of contract costs and recognition policy is in Blackadder to determine:
contract revenues. compliance with IFRS. a) what types of overhead or other
Howsver, Blackadder's policy indirect costs should be allocated to
contains some ambiguity as to  [contracts. For example, Blackadder's
[Contract costs comprise costs that relate directly fo the specific confract, Cantract costs generally include all direct costs and indirect costs allocable what types of costs should be  |policy states that legal costs arising
zosts attributable and can be allocated o the contract activity and other to contracts. included as contract costs and  [from contract related disputes shauld
costs specifically chargeable to the customer. which should be included as be provided for as incurred and full
SGE&A costs.  Additionally, provision made within forecast cost
Blackadder's policy contains loutcome of the contract for the
X . . ) i ) . X different accounting treatment |expected tofal cost of the lifigation. The
{30515. imcurred in securing the .cuntrlac,t are included as pall'i of the c\.:vr!tract Cos1sl incurred in securing the ?umr.ac‘t are included as pall't af the c?rtdram for start-up costs, which are Company would need to know whether
costs if they can be separalrtily ||:Ienl|ﬁ|.3:| and measurad reliably and itis costs if they can be separah.EI;.l |dEnl|ﬁ|?_¢|:I and measured reliably and it is spread evenly over the contract [this includes [tigation for injury Eability,
probable that the contract will be obtained. probable that the contract will be obtained. term. and pre-confract costs Ty i p——,
related to tendering and after the specific contract has been
securing a contract, which are  |closed. The Company currently has
S d d the contract and Contract revenue comprises the initial revenus agreed in the contract and =zl |mme_d|a_tery T ESt.ab“.s ned a reserve for litig atu?n.
tan ar s to the extent they [change orders when realization is probable. —— L s 1hE. joss |5.
A [deemed probable and estimable in
ordance with FAS 5.
I m pact at types of costs are freated as
-up costs,” and
{ the definition of an "asset recognition
h’x\ je-/dme"for purposes of determining if and
[Cine of Blackadder's policies is regarding gain share! pain share income. PB should determine wi dder Medium
Gain share income should be reflected in project costs fo complets when the ~ ~
risks of the residual contract can be assessed with accuracy. Pain share
negative income should be reflected in costs to complete when identified. I . SO I uti O n
1A% 11.7- |Ssegmenting and combining coniracts Under SOF 81-1 a Company May [o0T Ooes for have o) segment or Since segmenting and T /P rl Orlty
10 The Standard recognizes that often the legal contract is not the unit on which [combine contracts upon mesting certain critena. combining coniracts is optional [a) rev
the accounting for construction activity should be based. under LS GAAF, the Company |contract un
For the purposes of financial reporting it may be necessary to segment or may nave a dl‘ﬂ?—r\ence where it \the left. If tne Cor.“p.:ny gc—r‘er.a h{ do?s
group contracts together. meets h!:- criteria for . not mest these criteria when bidding for
segmenting or combining under |jobs, then no further action needs to be
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Analysis

* If possible, use existing auditor for analysis
— They know you and your policies / practices
— They will have to sign off

* Differences
— >100 identified possible differences were identified
— 25 were addressed in detall
— 8 required adjustments

» Additional 43 areas of additional disclosure

AFP° Annual Conference ﬁsﬂa’i‘éﬂ?gﬁfiﬁs‘}mm




Project Plan

Resource EY Reviewe
3 # ™ |lssue * |Ops Co Involvement | * | Enterpric * | Resource Field * | Date * | Preparer r
4 1 IFES 2- Share Based Payment nao LME, CY ASAP W2 Lk
5 2 Sharehalder Motes no ME. CY Week 3 Mz Lk
b 3 IFES 3, 36 - Business Combination, Goodwill [na. minimal FJ Pat (For Acquisition)  Week 2 MR JK
7 4 IFES 10 - After Balance Sheet no CY Week 3 SP Mz
8 5 IFES 11 - Contracts - Rev Rec Analysis ves, selected contracts IFJ _l Week 2 W2 JK
9 6 IFRS 11 - Contracts - Cost of Sales YES FJ, AR Week 2 2 JK
10 7 IFES 11 - Contracts - Legal ves, selected contracts AR, FJ Week 2 M2 JK
11 8 IFES 11 - Contracts - Segmenting ves, selected contracts FJ Week 23 M2 JK
12 9 IFRS 12 - Taxes na. minimal Nick, CY Week 234 Tax, MZ LK
13 10 IFRS 16 - PPE - Lifes Issue / Residual value  |no, minimal FJ Week 1.2 MR JK
14 11 IFRS 16 - PPE - Software na. minimal FJ Week 1.2 MR JK
IFRS 16 - PPE - Long Term Leases (not

15 12 mentioned by E&Y) na. minimal FJ Week 1.2 MR JK

13 IFRS 16 - Leasehold Improvements na. minimal FJ Week 1.2 MR JK
17 14 IFRS 19 - Employee Benefits VES MF, CY All Week 3 WMz LK
18 158 IFRS 21 - FX no cY Week 2 SP Mz
19 16 IFRS 31, 27, 28 - Joint Ventures and ves, mainly US cY Pat, Diane, Matt P Week 2.3 SP M2
20 17 IFRS 37. Provisions VES AR Fat, Linda. others Week 23 SP JK
21 16 IFRS 38 - Intangibles no F.J VWeek 2 VR JK
22 19/IFRS 14, Seament Reparting na FJ Week 4 SP M2

— Approx. 68 ‘issues’, 18 of which required involvement of field -
AFP’ Annual Conference
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7/ Weeks - continued

Week 3
— Data Gathering

— Analysis of impact on areas where data was already available, e.g.
Fixed Assets

Week 4,5

— Data Gathering

— Analysis of major items, e.g. Rev Rec, JV
Week 6

— Adjustment entries

— Draft Financials
Week 7

— Audit Committee
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Thank You
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