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About ACE

As the leading business association in the sector, ACE represents the interests of
professional consultancy and engineering companies large and small in the UK. Many of
our member companies have gained international recognition and acclaim and collectively
employ over 250,000 staff worldwide.

ACE members are at the heart of delivering, maintaining and upgrading our buildings,
structures and infrastructure. They provide specialist services to a diverse range of sectors
including water, transportation, housing and energy.

The ACE membership acts as the bridge between consultants, engineers and the wider
construction sector who make an estimated contribution of over £15bn to the nation’s
economy with the wider construction market contributing a further £90bn.

ACE’s powerful representation and lobbying to government, major clients, the media and
other key stakeholders, enables it to promote the critical contribution that engineers and
consultants make to the nation’s developing infrastructure.

Through our publications, market intelligence, events and networking, business guidance
and personal contact, we provide a cohesive approach and direction for our members and
the wider industry. In recognising the dynamics of our industry, we support and encourage
our members in all aspects of their business, helping them to optimise performance and
embrace opportunity.

Our fundamental purposes are to promote the worth of our industry and to give voice
to our members. We do so with passion and vision, support and commitment, integrity
and professionalism.

About CIFC

The Centre for Interfirm Comparison (CIFC) was one of the pioneers of benchmarking; it
developed the concept of comparing company performance using management ratios in
projects that range from a few simple measures to sophisticated analytical studies.

It was set up in 1959 by the Institute of Management with the support of the CBI and the
British Productivity Council to meet the demand for a neutral specialist body to conduct
interfirm comparisons and benchmarking projects on a confidential basis as a service

to management.

Its objectives were to enable companies to assess their performance against
that of their peers and so identify areas for improvement and to implement
best practice.

Working with ACE

Since 2005, The Centre has worked with ACE to design and operate the benchmarking
project for Engineering and Consultancy firms. Their significant experience and
independence means that the ACE Benchmarking results are accurate and concise,
providing an in depth analysis of companies performance.

Since 2010, CIFC has attended the annual European CEO Conferences, as the
Benchmarking exercise was expanded to include European Participants.

The Benchmarking report and their expertise helped ACE to deliver successful events

with a wide variety of topics and key metrics explored by the participants over the two days.
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Introduction

The ACE Benchmarking Project was launched in 2006 following earlier research

carried out to examine the potential scope and content for benchmarking amongst ACE
members. The ACE commissioned The Centre for Interfirm Comparison (CIFC) to carry out
the Benchmarking Project and to report to members. CIFC was set up 57 years ago by
the British Institute of Management as a specialist organisation to carry out confidential
comparisons of business performance.

Participants provide data in confidence to CIFC. Definitions are provided so that all
companies supply data on a common basis. The information is checked carefully for
completeness and accuracy and where necessary, revisions are sought.

This document, “The Industry Overview”, presents the results of the eleventh
Benchmarking for Engineering and Consultancy study for ACE Members. This is the
seventh year in which companies from other European countries have been invited to join
the Benchmarking Group.

The report examines general trends and wider conclusions about the group of participants
as a whole. It also includes as an Appendix the summary results, giving the average and
typical range of results from the 2016 benchmarking study for each of the sub-groups.

As in previous years, companies will also receive “The Interfirm Comparison” which
compares their performance for a wide range of benchmarks against those of other firms.
It includes an individual analysis and interpretation of the strengths and weaknesses of
their results. The report is specific to each firm and totally confidential - it is seen by no
other company.

This document also presents the results of the sixth annual SME Benchmarking for
Engineering and Consultancy study for smaller ACE Members. Although many smaller
firms had taken part as a separate sub-group in the first 5 years of the main project, others
found that the detailed information required was not readily available from their management
accounts. To make benchmarking more accessible and relevant for smaller firms, a
simplified project, SME Benchmarking, was designed specifically for firms with up to

250 employees.

This study examines general trends and wider conclusions about the group of participating
SMEs. Where appropriate, the results for the SME firms are contrasted with the average
performance of Large and Medium sized UK firms that have taken part in the main project
this year.
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Large Company Summary

This report is in two sections:

1. The main benchmarking project for Larger UK and European companies,
now in its 11th year

2. A report for SMEs with fewer than 250 employees, which is now in its 6th year.

Profitability and Growth

e The Larger UK and European firms in the 2016 project together reported a (weighted)
average increase of 23.3% in revenue net of sub-contract costs. However, that
exceptional growth rate was largely due to some very large acquisitions. Excluding the
benefit from acquisitions, the weighted average growth was 7.4%.

e For Larger UK firms, the weighted average growth was 38% but 12.0% excluding
acquisitions. For the European firms the weighted average growth was 8.5% but 4.5%
excluding acquisitions.

e The median growth rates, which may be considered more typical and less affected by
acquisitions were: 11.6% for the Larger UK group and 6.3% for the European group.

e Intotal, 90% of Larger UK and European firms increased their revenue in the latest year.

e The SME group also showed strong growth; 90% of SMEs increased revenue in the
latest year with a median growth rate of 11.5%.

e Growth remained strong in the first half of 2016; 87% of Large UK firms reported
positive growth for the year to Q2 2016 (median 11.8%) as did 80% of the SMEs
(median growth 12.9%). Average year-on-year growth for the European firms was
12% for the first six months of 2016.

e Total aggregate profit of £403 million (€554 million) was 1.2% lower than the previous
year although 57% of the Large UK and European companies increased their profits

e With profit failing to keep pace with revenue, the average profit margin for Large UK
and European firms fell from 8.7% to 7.9% in this year’s report. Despite the average
fall, equal numbers of companies reported higher and lower margins. UK firms reported
a slight fall from 7.7% to 7.4%. The European firms reported a decline in margin from
9.8% 10 8.4%

e With profit failing to keep pace with revenue, the average profit margin for Large UK
and European firms fell from 8.7% to 7.9% in this year’s report. Despite the average
fall, equal numbers of companies reported higher and lower margins. UK firms reported
a slight fall from 7.7% to 7.4%. The European firms reported a decline in margin from
9.8% 10 8.4%

e The median Return on assets was 10.0% for UK firms and 6.8%
for the European group.

e On a weighted basis, the average SME profit margin improved from 9.5% to 11.3%
in 2015/16. The simple average improved from 11.8% to 12.8%. Over 60% of SMEs
improved their profit margins.

ww.acenet.co.uk/benchmarkingreport | 7



Controlling Costs

Fee earners’ costs accounted for 61.9% of revenue for the Larger UK and European
firms, which was an increase of 2.2% points from the previous year. Total employment
costs averaged 69.8% of revenue for UK firms, which was significantly higher than the
average for European firms of 66.2%.

The average payroll cost per fee earner including partners and directors for UK
companies was 5.5% higher than the previous year at £53,000 (€73,000). There was
a significant increase in headcount (+12.4%) during the year with the biggest increases
amongst Engineers (2-5 years’ experience) and Juniors and Graduates.

The average fee earner (including directors) in the European firms cost €62,500
(£45,400), which was 0.9% higher than 2014 on a constant sample basis. The number
of fee earners increased by 8.2% during 2015. The faster growing categories were
Engineers (2-5 years’ experience) and Technicians

Revenue increased at a faster rate than overheads and office expenses and the average
overhead cost ratio improved from 19.7% to 18.5%. SMEs had slightly higher overheads
than larger companies at 20.6% of revenue.

Productivity

Revenue per Fee Earner showed a median result of £81,450 (€112,190) for all Large UK
and European companies The median result for UK companies improved by 1.2% from
£83,970 to £84,950 but that converts into a 12.4% rise when measured in Euros as the
£ was 11.0% stronger in 2015. European firms generated €107,030 of Revenue per Fee
Earner, which was 2.8% higher on a constant sample basis

The level of revenue earned per £1 of employee costs (including directors’/partners’
salaries) is a key factor in explaining the difference in firms’ profit margins.

Firms in this project produced a median value of £1.48 of revenue per £1 of employee
cost or € per €1 of cost, which was marginally up from £1.47 the previous year.

Total fee income per project hour (not just hourly charged work) is more important than
the number of hours booked to projects in explaining revenue per fee earner. The All
Firms median this year was £66.2 (€90.6) compared to £71.3 (€88.3) last time. The
median for SMEs was £64.3.

Staffing

The total number of UK employees increased by 6.1% (5.6% excluding acquisitions)
during the latest financial year. European headcount increased by 11.3%. Excluding staff
joining through acquisition, European headcount increased by 4.9%.

The time UK fee earners spent on training was higher than the previous year and training
expenditure per employee increased from £420 to £540. On average, European firms
spent less time on training in 2015 and training expenditure fell from €570 to €450.

16.4% of fee earners and 19.1% of support staff left during the year. The number of fee
earners choosing to leave voluntarily was unchanged at 12.6% in the latest year.
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Winning Work

In the latest year, both UK and European fee earners spent more time on bidding and
marketing. Total investment in marketing averaged 4.3% of revenue for UK firms and
7.0% for the European Group.

The success rate for competitive tendering fell back from 56% to 49% for UK
companies although that was still higher than 2 years ago (47%). The European average
was unchanged at 45%.

The median growth in year-end order books was +24% for UK firms and +6% for the
European group. The average order book was equivalent to 14.1 months’ work for the
UK group and 14.4 months for the European companies.

The average debt collection period increased by 1 day to 75.5 days for UK companies.
The European average improved by 6 days to 92 days. The average debt collection
period for all firms was equivalent to 83.5 days’ sales

SME Company Summary

Profitability and Growth

In the 2016 SME Benchmarking project 90% of firms reported increased revenue,
including 50% that reported double digit growth. The median increase in revenue from
the previous financial year was 11.5%. The weighted average growth rate was 12.4%.
Larger UK firms (over 250 employees) showed a weighted average increase of 12.0%
excluding acquisitions.

Quarterly revenue compared to the same period of the previous year was above 12%
for 4 of the 5 quarters between April 2015 and June 2016.The exception was Q4 2015
where the median growth rate was only 3.7%.

Total aggregate profits for the SME group (in £m) increased by 34% from the previous
financial year. On the same weighted basis, the average profit margin improved from
9.5% to 11.3%. The unweighted (ie simple) average profit margin improved from 11.8%
in the previous year to 12.8%.

There was a slight improvement in the average debt collection period for SME
Benchmarking firms. Total debtors were equivalent to 82.0 days' sales compared to
83.3 days in the previous year for the same group of companies. However, debtors
over 90 days old were sharply higher at 25 days’ sales for SME firms, (15 days in the
previous year) and above the average of 11 days for Larger firms.

Twenty-eight SME and Large UK firms provided data on late payment issues. It was
reported that 27% of all payments took longer to be paid than the contract terms which
was an deterioration from last year's 24%. SME firms wait on average 60 days past the
due date before sending pre-action letters but some take longer; in the most extreme
case 120 days.

Taking together the results for SMEs and larger UK firms, private sector clients take 16
days longer to pay than public sector clients, on average.
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Controlling Costs

Fee earners’ costs accounted for 58.0% of revenue which was just above the previous
year's 57.8% but significantly better than the average for Larger UK firms (63.3%). Cost
ratios increased for both SMEs and Larger UK firms, mainly as a result of firms taking on
more staff. SME support staff costs averaged only 5.3%, which was unchanged from
the previous year and low by the standards of Larger firms (6.5%), although the latter do
employ more specialist IT, HR and Finance and Marketing Staff.

SME Benchmarking firms were again successful this year in controlling overheads; the
average overhead cost ratios fell from 22.5% to 20.8%, the lowest average level in the
last 4 years.

Productivity

Revenue per Fee Earner averaged £84,600 (€116,500), which was 5.5% higher than
the previous year on a constant sample basis. The average for the Larger UK firms
increased by 4.8% to £84,950 (€117,000).

Total fee income per project hour (not just hourly charged work) is more important than
the number of hours booked to projects in explaining revenue per fee earner. The SME
Benchmarking average was £64.3 (€88.5) per hour.

The level of revenue earned per £1 of employee costs (including directors’/partners’
salaries) is a key factor in explaining the difference in firms’ profit margins.

Firms in this project averaged £1.55 of revenue per £1 of employee cost
(or € per € of cost), which was significantly better than the £1.45 achieved
by Larger firms.

Staffing

The total aggregate number of employees including contract staff for the SME group
increased by 15.8% during the course of the year. For Larger UK firms, total headcount
was 6.1% higher. For SMEs average payroll costs per head were 5.4% higher than the
previous year.

Winning Work

The success rate for competitive tendering of 67% was up by 2% points on the previous
year; the Larger firms' success rate fell back by 7% points to 49%.

Including the estimated cost of fee earners' time, investment in bidding and marketing
averaged 2.3% of revenue, which was significantly lower than the previous year (3.3%)
and this year’s average of 4.3% for Larger Firms. It may be that SMEs who have seen

revenue grow very strongly have been unable to devote staff time to marketing, which

could be a concern for the future.

The average order book improved from 5.7 months’ work to 6.8 months.

10 | ACE Benchmarking 2016



LARGE COMPANY RESULTS



Profitability and Growth

Revenue Growth

Total revenue (net of sub-contract costs) for the UK companies (over 250 employees) was
£2.90 billion during the financial year covered by this report, which was 38% higher than the
previous year for the same companies. However, that is not a very useful yardstick as there
were several acquisitions including two very large ones. Excluding acquisitions, the weighted
average growth rate was 12.0%.

All of the European companies had December 31st 2015 year-ends. Total revenue (net

of subcontract) of €3.63 billion was 14.2% higher than 2014. Five of the European firms
made a total of 8 acquisitions during the year, accounting for 8.5% of the latest year’s total
revenue. Excluding acquisitions, the weighted average growth was 4.5%. The 14 companies
reported a median growth rate of 6.3%.

86% of the European firms reported higher revenue, and 14% saw revenue fall by between
2 and 3%. If we look at all the UK and European firms, 90% improved their revenue.
The median growth rate was 9.1%.

To present a more up-to-date picture of revenue trends we have collected each firm’s
quarter-by-quarter revenue growth up to the 2nd quarter of 2016.

Chart 1 shows, in index number form, the average growth in revenue, quarter-by-quarter
using January — March 2014 as the base of 100. Revenue levels for UK firms grew rapidly
from 2014 to Q2 2015, helped by the acquisitions referred to earlier, although these figures
are not weighted averages. Since Q2 2015, there has been little change in average quarterly
revenue, although still at higher levels than the previous year.

As in previous years, the average revenue trend for European firms shows larger peaks and
troughs than for UK firms. We believe this is partly because all the European companies
have the same December year-end whereas UK companies have a mixture of year-ends.
Work billed tends to peak in the 2nd and 4th quarters of financial years. However, the peaks
and troughs have generally been on a rising trend.

Chart 1 - Index of Revenue Growth (Jan-Mar 2014=100)
160

140 — N
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2014 2015 2016

12 | ACE Benchmarking 2016



Chart 2 presents the quarterly revenue data in a different form; it shows for each of the last
10 quarters the % increase or decrease in net revenue compared to the same quarter of the
previous year.

Chart 2 - Growth Over Same Quarter of Previous Year

25%

20%

— UK Firms
European Firms
15%

10%

5%

0%

Q1 Q2 Q@ @ Q1 Q2 Q@ Q@4 o Q2
2014 2015 2016

The group of UK participants showed revenue growth of over 10% for 7 of the 8 quarters in
the calendar years 2014 and 2015. Growth rates have slowed since the beginning of 2016
and has averaged 7.7% for Jan-June 2016. However, the lower growth in the first half of
2016 is measured against a particularly strong period in the first half of 2015.

The average European growth rate improved rapidly between Q2 2014 and Q2 2015, fell
back in Q3 but recovered with 20% growth in Q1 2016.

Chart 3 shows the trend in “Rolling Annual Revenue”. By this we mean the sum of the
revenue for the four latest quarters at any point. For example, the Q2 2016 result compares
total revenue for the four quarters Q3 2015 to Q2 2016 with the 4 quarters to Q2 2015.

Year-on-year UK growth peaked at just under 16% in Q4 2015 but has settled back to
about 12% in the first half of 2016. The SMEs firms showed similar growth (+11%) in the first
half of 2016.

93% of the Large UK firms reported positive growth for the year to Q2 2016 as did 80% of
the SMEs.

Average growth rates for the European firms improved from 7.4% in the year to Q2 2015 to
12% for the first six months of 2016.
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Chart 3 - Revenue Growth - Rolling 12 months
(Four quarters compared to 12 months earlier)
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In the two previous years’ reports, the combined results for all UK and European firms had
shown a weak but negative correlation between the relative size of each company and
growth rates (smaller firms grew faster). This year the reverse is true; the larger firms have
grown faster although a correlation factor of 0.42 is not conclusive.

We also compared revenue growth against each company's mix of public and private sector
clients. There was a wide range of results from 10% private sector revenue to 80% but once
again, no correlation at all with revenue growth rates in the latest year.

Chart 4 - Some correlation between Size and Annual
Growth Rate

Ranking by Turnover

Ranking by revenue growth (Low to High rate) E—
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Profitability

Profit margins in the Benchmarking report are calculated as Profit before Tax, Exceptionals
and Goodwill write-off as a percentage of net revenue.

Of the larger companies that provided a figure for their prior year profit, 57% reported higher
profits and 43% lower profits. Despite increases being in the majority, the aggregate profit
for all larger firms was 1.4% lower than the previous year. With profit failing to keep pace
with revenue, the average profit margin for all UK and other European firms fell from 8.7% to
7.9% for the firms in this year’s project.

Note that on Chart 4 and subsequent charts, the latest year is described as 2015/16 for UK
firms, but 2015 for European firms. The European firms all had December 2015 year-ends
but several UK firms had years ending in the 1st or 2nd quarters of 2016. (The average UK
year-end was January 2016.)

One of the companies was unable to provide prior year data but of the others,
50% improved their profit margins in the latest year whilst the other half reported lower
margins. 57% of the European companies and 43% UK firms improved their profit margin.

The simple average UK margin fell slightly from 7.7% to 7.4%. At the time that we were
collecting data for last year's Benchmarking Report (Summer 2015) the UK firms were
forecasting an average profit margin of 7.5% (a very accurate forecast especially given the
changes in sample between the two years). On average revenue targets were comfortably
exceeded but costs rose faster than anticipated.

Chart 5 - Profit Margin - All UK Firms European Firms

14% 14%

0,
12% 12% 1

10% A
— 10% A
8% A
8%

6%
= 6% A
4% A

4% A
2% A

2% A

0% + T
112 1213 14/15  15/16  16/17

Forecast
2% 0% -

2012 2013 2014 2015 2016
B Average e Upper Quartile  esssss | ower Quartile Forecast

Improved margins outnumbered falls by 57% to 43% for the European firms, but the
falls were larger than the improvements and the average slipped from 9.8% to 8.4%.
The forecast in last year’s report of an average 8.3% margin for 2015 was again
remarkably accurate.

Chart 6 shows that the average margin for UK firms with over 500 employees fell by
0.2% percentage points to 6.9%. The group of medium-sized UK firms, with 250 to 500
employees, continued to enjoy a better margin than the larger UK firms despite a 0.7%
point fall from 9.2% to 8.5%.
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Chart 6 - Average Profitability by Size Band
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Profit Margin

Profit margins were measured against net revenue after deducting the cost of subcontracted
work, design and build costs, and overseas outsourcing (together about 40% of total gross
revenue) for the European companies and 18% for UK, but leaving in any profit on
subcontracted work. Chart 7 shows the range of profit margins for the participating firms; all
but one of the firms were profitable. 34% of the firms achieved margins above 10%
compared to 31% for the previous year.

Chart 7 - Range of Results for Profit Margin - All Firms
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Percentage of Firms in Each Profit Band

UK companies were, on average, forecasting revenue to grow by 13% and a 1% point
improvement in profit margin. The European companies that provided forecasts were
predicting 12% growth in income but only a 0.1% point increase in margin. There was a
positive but weak relationship between revenue growth and improved profit margin.

The conclusion would appear to be that the costs associated with acquiring new business
offset the extra revenue in the short term. Alternatively, it could mean that new business is
being priced at lower margins.

We asked for firms’ forecasts of revenue and profit for the current year. Of the firms which
completed that section, 61% forecasted a rise in profit margin. The median forecast was
for an increase in profit margin of 0.3% points, which would indicate an average margin in
2016/17 of 8.2% for this year's group of participants. Of those that provided a forecast,
revenue is expected to grow by over 12%, with only one company forecasting lower
revenue.
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Chart 8 Weak correlation between Revenue Growth and Profit
Margin Improvement
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There was no discernible correlation, either negative or positive, between profit margins and
the public/private sector mix of each company’s clients.

Surprisingly, however, there was quite a strong positive correlation factor of 0.50 between
each company’s profit margin and the combined percentage of revenue received from
their 3 biggest clients. The result is surprising, because the results from the previous
Benchmarking report showed a negative (albeit weaker) correlation factor of -0.31
suggesting that relying on a few major clients may restrict opportunities for above
average margins. This year suggests the reverse or perhaps that the results are random.

Chart 9 Correlation between Profit Margin and
% of Revenue from Top 3 Clients
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Return on Assets

and Return on Equity

Profit Margin

Profit Margin in the Benchmarking report is after interest and measured against revenue
net of sub-contract and outsourcing costs. The following table shows Profit before interest
and tax (EBIT) as a % of gross revenue. For UK companies EBIT averaged 6.59% of gross
revenue compared to the European average of 4.93%. Weighted averages are used in

both cases.

Asset Turnover

Gross Revenue as a multiple of Total Fixed and Current Assets. This averaged 1.24 for UK
firms and 1.18 for European firms. Both the UK and European weighted averages were
strongly influenced by companies with low rates of asset turnover (1.0 or less); the
medians were significantly higher at 1.71 times gross revenue for UK companies and

1.44 for European companies. The European companies had higher fixed assets than

the UK companies.

Return on Assets

Profit before interest and tax (EBIT) as a % of Total Fixed and Current Assets. Partly because
of the lower rate of asset turnover, European companies averaged a lower 5.8% return on
assets than the 8.1% average for UK companies.

Leverage Multiplier

Total Fixed and Current Assets as a multiple of Shareholders Funds. UK companies had a
slightly higher Leverage Multiplier (3.02) to the European average (2.85).

Return on Equity

Profit before interest and tax (EBIT) as a % of Shareholder funds. UK firms averaged 24.6%,
which was above the European average of 16.6%

TABLE 1 - RETURN ON ASSETS AND RETUN ON EQUITY

Profit Asset Return on | Leverage Retun on
Margin Turnover Assets Multiplier .
Equity
X = X =
(EBIT/" | (Gross (EBIT | (Assets/ | (EBIT
Gross Rev/ Assets) Equity) Equity)
Revenue) | Assets) o quity qo v
% %o Yo
o
UK Firms - Average 6.59 1.24 8.14 3.02 24.57
UK Firms - Median 7.14 1.71 10.01 2.08 26.14
European - Average 4.93 1.18 5.82 2.85 16.60
European - Median 5.93 1.44 6.81 2.92 26.42
All Firms - Average 5.76 1.21 6.95 2.93 20.38
All Firms - Median 5.96 1.57 8.47 2.22 26.14

18 | ACE Benchmarking 2016




Debtors

The average debt collection period for UK companies was equivalent to 75.5 days’ sales in
2015/16 which was an increase of almost 1 day from the previous year’s average of 74.7
days. The European firms’ 2014 average was much higher than the UK average at 98.5
days’ sales, but there was a useful improvement to 92.1 days in 2015.

A substantial part of the difference between UK and European average debtors this year
is that the European firms had higher debtors within the 0-60 days bracket (73 days’ sales
compared to 59 days for UK firms), which is not a particularly serious issue. Debtors

over 60 days old averaged 16 days’ sales for UK firms compared to 19 days for the
European average.

Chart 10 - Year End Debtors
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Controlling Costs

Revenue, Costs and Profit

Chart 11.1 shows the average breakdown of revenue into the principal cost headings

and profit for this year and last year for UK firms, and Chart 11.2 does the same for the
European companies. For UK firms the latest year is described as 2014/15, but as 2014 for
the European firms as discussed earlier. The full results, together with the breakdown into
different size groups for the UK firms, can be found on Tables 1 and 5 of the Appendix in

this report.

Comparison of the average UK results from last year’s and this year’s reports, shows higher
payroll costs for fee earners partially offset by lower overheads, and travel and direct costs.

Chart 11.1 - Costs and Profit as a % of Revenue for UK
Firms

Fee Earners'
Costs

2015/16

Travel & Other
Direct Costs

Profit

Support

Expenses
Staff Costs

& Overheads

Fee earners’ payroll costs were higher in 2015 relative to revenue for the European group
than they had been in the previous year, but the increase was only 0.6% of revenue,
whereas UK average fee earners’ costs were 3.7% points higher. Support staff costs were
slightly lower at 5.9% of revenue. The Europeans made only modest reductions in Expenses
and Overheads (-0.3% of revenue) whereas the UK average was 2.0% points lower.

Chart 11.2 - Costs and Profit as a % of Revenue for European
Firms

Fee Earners'
Costs

2015

Travel & Other
Direct Costs

Profit
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Expenses
& Overheads
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Travel and Other Direct Costs

This cost heading includes travel, hotels and subsistence that have been booked to specific
projects as well as car running costs (except where the car is provided largely as a ‘perk’). It
also includes other expenses such as official fees paid on behalf of the client.

Where these costs are recharged, they have been excluded both from costs and revenue
but leaving any mark-up within revenue. Direct costs as a % of revenue accounted for 4.9%
of net revenue for UK firms, which was a sharp increase from 3.9% in the previous year.
Direct costs for European firms accounted for 6.1% of net revenue, compared to 5.0% in
the previous year.

Fee Earners Costs

Averaged over all firms (UK and European), the employment cost of fee earners equalled
61.9% of revenue, which was higher than the previous year of 60.2%. That includes partners
and directors, as well as all other fee earning staff including contract staff and trainees.

UK firms were very active in recruiting more staff, with an 8.5% increase in headcount
during the latest year (partly through acquisitions). Together with rises in cost per head,
employment costs rose faster than revenue. The UK average cost for fee earners rose by
2.6% points on a constant sample basis to 63.3% of revenue.

In contrast, the average for European Companies improved by 1.0% points to 60.3% on a
constant sample basis. UK support costs averaged 7.1% which as in previous years was
well above the 5.9% average for European firms. Total employment costs averaged 69.8%
of revenue for UK firms, which was significantly higher the average for European firms

of 66.2%.

The ratio of fee earners’ costs to revenue depends on how many staff each firm has, the mix
of seniority and qualifications, salary levels and, most importantly, the revenue they achieve.

Chart 12 - Fee Earners Costs as % of Revenue
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Salary Levels

The average payroll cost per fee earner including partners and directors for UK companies
was 5.5% higher than the previous year at £53,000 (€73,000) on a constant sample basis.
There was a 12.4% increase in fee earners (simple average) during the year with the biggest
increases amongst Engineers (2-5 years’ experience) and Juniors and Graduates.

Table 2 shows median costs per head in £s and Euros. UK results were higher in 2015/16
when measured in Euros as the £ was stronger in 2015 than 2014 (£1 = €1.239 in 2014 but
€1.377 in 2015).

The average fee earner (including directors) in the European firms cost €62,500 (£45,400),
which was 2% lower than in the previous year’s report. However, on a constant sample
basis, payroll costs per fee earner for 2015 were 0.9% higher than in 2014. The number of
fee earners increased by 8.2% during 2015. The faster growing categories were Engineers
(2-5 years’ experience) and Technicians.

UK companies reported paying an average bonus to employees (excluding partners
and directors) of £1,000 (€1,377) in the year under review. The corresponding figure for
the previous year was £1,390. Five European firms reported a separate figure for bonus
payments with a median value of €2,250 (£1,630).

Medical Insurance, Pension Contributions and Other Staff Benefits averaged £2,460
(€3,390) per employee for UK firms and €3,080 (£2,240) per employee for European firms.

TABLE 2 - AVERAGE PAYROLL COST PER EMPLOYEE

All UK European

2015/16 2015
Senior Professionals £ 63,600 63,500
Senior Professionals € 87,600 87,500
Engineers £ 39,500 43,100
Engineers € 54,500 59,400
Senior Technicians £ 39,500 44,400
Senior Technicians € 54,400 61,200
Junior & Graduate Engineers £ 27,000 37,200
Junior & Graduate Engineers € 37,100 51,300
Technicians & Trainees £ 17,800 24,000
Technicians & Trainees € 24,600 33,100
Other Fee Earners £ 49,600 40,400
Other Fee Earners € 68,300 55,600
Average - All Fee Earners £ 53,000 45,400
Average - All Fee Earners € 73,000 62,500
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Support Staff Costs

Total numbers of support staff employed at the end of the year were 4.4% higher for UK
companies than at the beginning of the year. Comparing average full-time equivalent support
staff numbers for 2015/16 with 2014/15 shows a weighted average increase of 8.0%;
acquisitions were a contributory factor. Median costs per head were unchanged, recruitment
of new staff perhaps offsetting any increases for existing staff. The overall staff cost ratio
improved from 7.1% to 6.5% of revenue.

Total support staff headcount for the European companies was 1.9% higher at December
2015 than at the beginning of the year. For the firms that also took part last year, the average
full-time equivalent numbers of support staff in 2015 showed a 7.8% increase over the
average for 2014. Costs per head for support staff were unchanged on a constant sample
basis. The average cost ratio improved from 6.1% to 5.9% of revenue.

Median UK support staff costs per head were £38,700 (€53,200). Costs per head for
Finance and Marketing staff were higher this year; all other support staff categories were 3%
- 4% lower per head than the previous year. Marketing, Quality/Health & Safety and General
Administration staff costs were on average about 5% higher than the previous year. Costs
per head for the European firms were €59,300 (£43,000).

Chart 13 - Support Staff Costs as % of Revenue
- All UK Firms European Firms
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Relative salary levels do not explain high or low profitability, but what is clear-cut is that the
balance between how much employees are paid and the level of fees generated is a very
significant factor in determining profit margin.

With staff costs increasing faster than revenue, UK companies generated £1.45 (£1.50
in 2014/15) of revenue for every £ of employee costs (including salaries for Directors and
Partners). Upper and lower quartile values were £1.49 and £1.38. This is a key ratio that
correlates more closely with profit margin than almost any other. It is also a measure that
remains valid from year to year. As payroll costs increase, it is hoped that revenue will
increase at least as fast.

For the European firms, the increase in staff costs was, on average, in-line with the rise
in revenue and the median result was unchanged at €1.52 per €1 of revenue. For this
benchmark, the currency factor is irrelevant; the same result would be shown whatever
currency is used.
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Chart 14 - Revenue per £/€ of Staff Costs
- All UK Firms European Firms
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Office Expenses and Overheads

Most UK and European firms were successful in controlling overheads in the latest year. The
average cost ratio for all UK firms improved from 19.8% to 17.8% of revenue.

Average expenditure on Marketing, Training and Bad Debts were higher in the latest year for
UK companies but there were significant reductions in Premises costs, IT, Travel and in the
residual category of Other Expenses and Group Recharges.

The average level of overhead costs for the European firms improved from 19.7% to 19.3%
of net revenue. On a constant sample basis overheads and office expenses were only
4.7% higher than in 2014 whilst revenue increased by 6.3%. Marketing costs, Recruitment,
Training and Premises costs increased faster than revenue on a constant sample basis.
Bank Interest, Bad debts and the residual categories of Other Expenses and Group
Recharges were lower in relation to revenue. The average European bad debt charge of
0.44% of revenue exactly matched the UK figure.

Chart 15 - Overheads & Office Expenses as % of
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Productivity

Revenue per Fee Earner

Revenue per Fee Earner is calculated as Net Revenue (ie excluding subcontractor costs,
overseas outsourcing and Design and Build costs) divided by the number of Fee Earners.
The median result for UK companies improved by 1.2% from £83,970 to £84,950. Fee
earners include directors and partners even though some may have little direct involvement
in specific project work. At the other end of the scale, trainees are included but not students.
Any part-time workers and temporary staff are adjusted to full-time equivalents.

Chart 16.1 - Revenue per Fee Earner

- All UK Firms European Firms
£100,000
£90,000 | /\/ /\
£80,000 A
\.v’/\~
£70,000 A \
88,400
86,640
i1 32,300 } 83,200 83,970 [ 84,950 84,900 )
£60,000 80,900 ey
£50,000 A
£40,000 , , ,
1112 12/13 13/14 14/15 15/16 2012 2013 2014 2015

E Vedian e Upper Quartile e | ower Quartile

The average annual value of the £ increased by 11.0% against the Euro in 2015. Clearly
2016 will show a quite different exchange rate.

Consequently the median UK revenue per fee earner (1.2% higher in £s) was 12.4% higher
iin 2015/16 when measured against the Euro.

The median revenue per fee earner for the European firms in this year’s report was 0.3%
lower than the previous year at €107,030. However, if we look at the companies that took
part in both years, there was a 2.8% improvement.

The relative fall of the Euro against the £ in 2015 meant that revenue per fee earner in £s
was 10% lower than the previous year for the European average.

TABLE 3 - REVENUE PER FEE EARNER INCLUDING PARTNERS/DIRECTORS

Upper . Lower
Quartile Median Quartile

99,260 86,410 75,190
136,720 119,020 103,570
88,850 81,740 78,630
122,380 112,590 108,300
82,780 77,700 69,740
114,020 107,030 96,050
89,270 81,450 71,270
122,960 112,190 98,170

UK - Over 500 employees

UK - 250 to 500 employees

European Firms

All Firms

[ON Rsel NON Reel RON ResN NON Rys)
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A similar pattern was shown by the results for Revenue per Staff Member including support
staff. The 2015/16 All UK Firms median of £74,275 was 0.3% above the 2014/15 result in
£s but 11.5% higher in euros at €102,350. The European median of €95,000 was 3% lower
than 2014 but 2.8% higher on a constant sample basis.

TABLE 4 - REVENUE PER STAFF MEMBER INCLUDING PARTNERS/DIRECTORS

Upper Median Lower
Quartile Quartile

UK - Over 500 employees 85,500 75,900 66,300

117,800 104,600 91,300

UK - 250 to 500 employees 73,400 70,700 69,100

101,100 97,400 95,200

European Firms 79,800 69,000 61,300

109,900 95,000 84,400

All Firms 80,700 71,700 64,500

a o fa o am|a|m

111,000 98,800 88,800

Chart 16.2 shows the daily exchange rate averaged over each year. Averaged over the 12
months of 2015, the exchange rate was €1.377 = £1. The 2014 average was €1.240 = £1.
Several of the UK companies had March or June year-ends but we have converted all UK
firms at the calendar 2015 exchange rate.

Chart 16.2 also shows what the UK average level of Revenue per Fee Earner would have
been over the last five years if we convert each year's result at the exchange rate for that
particular year.

Chart 16.2 - Revenue per Fee Earner in €
(yearly average exchange rates)
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In calculating both Revenue per Fee Earner and per Staff Member we use the full-time
equivalent (FTE) number of employees including contract staff. We also estimate an FTE for
each firm's expenditure on temporary staff by reference to that company's payroll costs per

head for its own staff.

Chart 17.1 - Revenue per Staff Member
- All UK Firms
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Chart 17.2 - Revenue per Staff Member € (yearly
average exchange rates)
All UK Firms
€120,000

€100,000

€80,000 A

€60,000 -

€40,000 A

€20,000 -

1112

12/13 13/14 14/15 15/16

mEmm Median e Upper Quartile e | ower Quartile

European Firms

79,800 | | 79,800 | | 79,100

69,000

2012 2013 2014 2015

European Firms

198,400 [ 94,000 71 98,000 | 95,000 1

2012 2013 2014 2015

ww.acenet.co.uk/benchmarkingreport | 27



In Summary, Revenue per Fee Earner improved on a constant sample basis by 1.5% for UK
firms as measured in £s. For the European group, Revenue per Fee Earner grew by 2.8%
measured in Euros.

Revenue per Fee Earner is driven by two factors; Revenue per Billed Project Hour and
Project Hours per Fee Earner. Revenue per billed project hour is the total fees earned
(whether fixed fee or hourly charged) divided by total project hours worked.

Revenue per Billed Project Hour for UK companies ranged from £44 - £89 per project hour
with a median value of £65.4 (€90.0) compared to the previous year's median of £63.5
per hour.

Of the European participants which provided the number of project hours worked the
median revenue was €92.5 (£67.2) per project hour.

The link between revenue per fee earner and revenue per project hour is the number of billed
project hours per fee earner. The UK average of 1,354 billed hours per fee earner per year
was 1.2% lower than the previous year. The European average was 1,280 billed hours per
fee earner (1,224 hours in the previous year).

We make a distinction between ‘billed’ and ‘unbilled’ project hours. ‘Unbilled’” hours are
intended as a measure of project time for which in effect, the client does not pay you. This
could cover time spent in excess of budget on fixed fee contracts or in the case of hourly/
daily paid work, time that you feel, for whatever reason, unable to bill to the client.

Not all firms measure ‘unbilled hours’ but of those that do, it was equivalent to 38 hours per
fee earner per year or 2.2% of paid hours for all UK and European firms.

Utilisation of Fee Earners Time

In this project, utilisation of staff time (project hours, time spent on bidding and marketing,
training etc.) is measured against Total Paid Hours. This is defined as contractual hours less
holidays and Bank Holidays plus any paid overtime.

For example, if the basic working week is 37 hours and after deducting holidays and bank
holidays, an employee works for 46 weeks a year, then paid hours would be just over 1,700
hours a year. If the average employee works paid overtime of 2 hours a week (say 100
hours a year) then Total Paid Hours would be 1,800. However, if the 100 hours overtime are
unpaid, then Total Paid Hours would be only 1,700. The actual average this year was 1,744
paid hours per fee earner for UK firms and 1,651 hours for the European companies.

On this basis, billed project hours were equivalent to 77.8% of Paid Hours for UK
companies, which was lower than the 2014/15 average of 79.5%. In contrast, the average
utilisation for the European firms improved from 75.9% in 2014 to 78.1%.

UK fee earners had been spending less time on bidding and marketing in the two years
before the period covered by this report. The reason may have been that with revenue
growing strongly, fee earners had been too busy with existing work to maintain the level of
marketing activity. However, in the latest year (2015/16), fee earners have spent more time
on these activities. The average UK fee earner spent 4.8% of total hours on preparing bids
and more general marketing activities in 2015/16, compared to 4.4% in the previous year.

The average European firm allocated 9.2% of total fee earner hours to bidding and
marketing in 2015, which was a sharp increase from 7.2% in 2014.
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Chart 18 shows how the time that fee earners spent on activities other than project work
was allocated.

Chart 18 - Fee Earners' Non-Project Hours
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In response to increased recruitment, UK firms spent more time and money on staff training.
In the latest year, 2.7% of UK fee earners’ time was spent on training, which was much
higher than in the previous year (1.6%) and close to the pre-recession level of 3%. Average
expenditure also increased from 0.50% of revenue to 0.61%, or from £420 to £540 per
employee. Staff time allocated to training for European firms was lower in 2015 at 1.3% of
total fee earner hours (1.7% in 2014). The average European firm spent €450 (£330), which
was a reduction from €570 in 2014.

Time lost through absenteeism rose from 1.6% in the previous year to 2.5% for UK firms.
The average was influenced by a few very high levels of absenteeism; the median was 2.0%.
The average for the European firms improved from 3.3% to 2.0%.
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Staffing

Staff Turnover

The revenue productivity ratios discussed in the previous section are measured against the
average number of full-time equivalent employees for each firm during the course of their
financial year.

For the UK firms, average headcount was over 20% higher than the previous year but that
was heavily influenced by 2 major acquisitions towards the end of the previous year with the
full effect felt in the latest year. We also ask each firm for their total headcount (permanent
plus contract staff) at the beginning and end of each financial year. The averages shown on
Chart 19 are simple averages (all firms' results are equally significant). These show growth of
11.4% for UK firms (9.5% excluding acquisitions in 2015/16) and 7.4% for European firms.

Chart 19 - % Increase in Total Permanent and
Contract Staff
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It may also be useful to look at the actual numbers employed for all firms (i.e. a weighted
average). This showed an increase in permanent staff numbers of 6.4% for all UK firms.
Total contract staff numbers were 3.7% higher, giving a total increase in headcount of 6.1%.
Just over 80% of UK firms increased their total headcount during the year. For the European
firms, total headcount increased by 11.3% between the beginning and end of the year.
Excluding staff joining through acquisitions, headcount increased by 4.9%. Almost 85%

of European firms increased their headcount during the year.

Graduate Sponsorship

Companies are maintaining their involvement in graduate sponsorship.

Currently, 80% the UK firms run undergraduate or postgraduate sponsorship schemes and
one other is in the process of introducing sponsorship. The UK firms in the benchmarking
project currently sponsor a total of 256 undergraduates or postgraduates (249 in the
previous year). 50% of the European companies have sponsorship arrangements for a total
of 208 undergraduates or postgraduates.

All companies have arrangements with educational establishments to offer work experience
except for one European firm.
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Voluntary Staff Turnover

UK fee earners leaving voluntarily averaged 14.4% of the numbers employed at the start of
the year (14.6% in the previous year). Including fee earners leaving for other reasons, the
total turnover rate for fee earners increased slightly from 17.4% to 17.7%. The number of
fee earners joining was equivalent to 30.1% of the headcount at the start of the year giving
an average net increase of 12.4%.

The total headcount figures for all UK firms (ie weighted averages) showed 17.3% of fee
earners leaving (13.2% voluntarily), 24.3% joining and a net increase of 7.1%.

For the European firms, fee earners leaving for all reasons averaged 15.1% of opening staff

numbers, which was higher than the previous year’s average of 13.9%. The number leaving

voluntarily increased from 10.2% to 10.6%. Fee earners joining averaged 23.2% giving a net
increase of 8.2%, 2.5% of which was through acquisitions.

If we look at total staff numbers for the European firms (weighted averages) the percentage
leaving voluntarily of 7.9% was lower than the simple average. Staff joining totalled 22.7% of
the opening headcount of which 2.4% were through acquisition. Total fee earners increased
by 11.3%.

Support staff turnover rates were 21.1% for UK firms (16.6% leaving voluntarily) and 17.0%
for European firms (10.1% leaving voluntarily). The net increase for support staff was 6.6%
for UK firms and 1.9% for European firms.

Chart 20.1 - Fee Earners Leaving as % of
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The average length of service for those UK fee earners that left voluntarily was 3.5 years
(compared to 4.2 years in the previous year's report). Fee earners leaving European

companies had an average length of service of 4.0 years in 2015 compared to 4.2
years in 2014.

Chart 20.2 - Length of Service of Fee Earners Leaving
Voluntarily

over 5 years
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Diversity & Inclusion

This is the first year this Benchmarking initiative has included questions about Diversity & Inclusion and we are pleased
so many firms have responded.

We may refine this section of the Report going forward. Please send all suggestions to pea@acenet.co.uk

TABLE 5 - DIVERSITY & INCLUSION Large UK SMEs E“F'i‘:;"sa"
1 Do you consider diversity and/or inclusion to be business priorities? Yes 100% 76% 75%
No 0% 24% 25%
2 If Yes, when did this become a business priority? In the last year 17% 0% 0%
In the last 3 years 25% 15% 0%
Over 3 years ago 58% 85% 100%
3 What are the main business imperatives for your work on D/I?
a) Tackling skills shortages 100% 86% 56%
b) Improving retention and reducing turnover/staff absence 100% 86% 67%
¢) Improving employee engagement and performance 100% 86% 89%
d) Better reflecting our customers/community 67% 57% 44%
e) Gaining a competitive edge when bidding for contracts 58% 36% 67%
f) Other 33% 14% 11%
4 What is the current focus of your work? Diversity 8% 23% 0%
Inclusion 8% 0% 0%
Both 83% 85% 89%
5 This work specifically addresses the following: Age 67% 64% 67%
Disability 67% 43% 22%
Ethnicity 75% 64% 22%
Gender 100% 93% 67%
Religion/belief 58% 43% 22%
Sexuality 75% 43% 11%
Other 33% 0% 11%
6 What are the greatest challenges to making progress on D/1?
a) Not enough diverse candidates 92% 100% 100%
b) Managers in our organisation regard diversity as a distraction 8% 6% 30%
¢) Our working environment is not suitable for all people 8% 31% 20%
d) Concern about the potential for additional costs to the business 8% 31% 30%
e) Not enough time or resources to tackle this issue at the moment 17% 31% 50%
f) We don’t fully understand the issues around diversity/inclusion 33% 25% 10%
g) Other 25% 6% 0%
7 Who is responsible for delivering the plan/strategy on a day-to-day basis?
HR 92% 35% 67%
Directors 92% 94% 89%
Senior Managers 67% 24% 56%
Line Managers 67% 29% 44%
A diversity team 42% 6% 22%
Other 25% 0% 0%
8 Does your plan/strategy include measureable targets for diversity and inclusion?
Yes 42% 12% 36%
No 58% 88% 64%
9 Do you report on your diversity and/or inclusion to your employees or publically?
Yes 58% 35% 55%
No 42% 65% 46%
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Winning Work

Marketing and Work Won

UK companies increased their investment in marketing in 2015/16. Including the cost of staff
time, the average UK investment in bidding and marketing rose from 4.0% in the previous
year to 4.3% of revenue. European companies invested a greater amount (7.0% of revenue)
than they had in the previous year (6.1%).

Those UK companies with a marketing department employed, on average, 1.4 marketing
staff for every 100 employees. A range from 0.7 to 2.7 per 100 employees covers most
firms. The average European firm had 1.3 marketing staff per 100 employees.

Payroll costs for marketing staff averaged 0.9% of revenue for UK firms and 0.5% for
European firms.

The median cost per head for marketing staff was £52,200 (€71,900) for UK firms compared
to £53,100 (€73,100) for European companies. The cost of UK fee earners’ time spent on
bidding and marketing was equivalent to 2.8% of revenue (2.6% in the previous year). The
corresponding cost for European companies was 5.5% of revenue (4.5% in 2014). Despite
the strong growth in the current project workload, European firms were able to allocate more
time to marketing activities, which carries the potential for future revenue growth.

The average success rate for competitive tendering was lower this year for UK companies
at 49% of the number of bids compared to 56% in the previous year, but better than the
47% average from two years ago. The median success rate for European companies was
unchanged at 45% but only half the European firms were able to provide that figure.

Order Book

For UK firms the median growth in order books was up 24% at the end of the latest year;
93% of firms reported a higher order book. The median growth in order books for European
firms was 6.0%. Four companies were unable to provide that data.

In terms of month’s work, the average UK order book improved from 11.9 to 14.1 months’
work. The European average rose from 13.1 to 14.4 months' work.

Chart 21 - Length of Order Book at Year End
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Environmental and
Sustainability Issues

Over the last 4 years’ benchmarking reports, companies have given details of initiatives
to deal with energy management and reducing energy consumption within their own
businesses. The following specific new actions and comments were reported this year.

e We have completed ESOS Phase 1. As part of on-going office refurbishments, we have
sought to implement energy efficient equipment.

e So far this year (2016) we have reduced our total office floor area.

e We are obliged by EU regulations - Energy Opportunities Saving Scheme - to record,
baseline, and set out a strategy for reducing emissions, but this is in the early stages
of development.

e We have implemented an Environmental Management System compliant with
ISO14001.

e We have improved monitoring of energy usage.
e We have achieved 1ISO:14001 accreditation.

e The main focus has been on adoption of agile working practices to increase utilisation of
existing space. The ongoing automatic monitoring & targeting of utility usage supports
the business, identifying wastage/unnecessary consumption.

e We use Environmental KPIs, Dashboards, Carbon footprint and smart metering

e We have targets in place to deliver our environmental stewardship commitments and
this is supported by our ISO:14001 Environmental Management System. In the last year,
we have moved several locations to more energy efficient and modern office spaces,
including London, Birmingham and Manchester. We have undertaken energy audits
to identify improvement areas in our offices and we have set up a new environmental
champion network.

e We are increasing staff training to reduce energy consumption; We are optimising our
hardware resources by reducing server installations, and introducing a printing control
number.

e We recycle paper, and use LED lighting

Of this year’s participants, 3 companies (2 UK and 1 European firm) are required to
participate in emission trading schemes and 1 other is likely to do so in future. 45% of all
companies (UK and European) currently measure the carbon footprint of their staff.

A further 14% are working toward being able to measure this. The average results for
Emissions per person are shown in Table 5.

This year's average of 3.061 tonnes of CO2 per person is 1.3% lower than the average
figure supplied to us last year.
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TABLE 6 - TYPE OF EMISSION (TONNES CO2 PER PER EMPLOYEE)

Average all firms
Scope 1 - Direct (Gas emission and Owned Transport) 0.319
Scope 2 - Indirect (Purchased electricity and heat) 0.833
Total — Standard Practice Emissions/person 1.152
Scope 3 - Indirect (Business Travel) 1.358
Scope 3 - Indirect (Commuter Travel) 0.390
Scope 3 - Indirect (Other- suppliers, waste, hotels, etc.) 0.161
Total — Best Practice Emissions/person 1.909
Total Carbon Emissions (Scope 1+ 2 + 3) 3.061
Carbon offsets/Green Tariff -0.250

Liability

This is the first year this Benchmarking initiative has included questions about Liability and

we are pleased so many firms responded.

We may refine this section of the Report going forward. Please send all suggestions to

pea@acenet.co.uk

TABLE 7 - LIABILITY Large UK SMEs E“F’i‘:r‘:l?“

1 Clients insist that the professional appointment contains no financial cap on liability
Rarely 46% 53% 55%
Frequently 46% 41% 45%
Nearly always 9% 6% 0%

2 Clients to require that their professional appointments contain no financial cap on liability. This is
Increasing 27% 35% 55%
Decreasing 18% 6% 0%
Staying the same 55% 59% 46%

3 Which type of client is most likely to insist on no financial cap on your firm’s liability?
Public Sector 46% 33% 64%
Contractors 36% 40% 27%
Developers 64% 47% 0%
Other private sector 18% 7% 9%

4 How often will your clients engage in a reasoned negotiation as to the appropriate financial

cap on liability?

Rarely 0% 23% 9%
Fewer than half 25% 18% 37%
More than half 33% 23% 27%
Mostly 42% 35% 27%

5 How often will your clients agree to include a “net contributions clause”?
Rarely 73% 40% 60%
Fewer than half 18% 27% 20%
More than half 0% 7% 0%
Mostly 9% 27% 20%

6 How often will your clients agree to include a clause which excludes your firm’s liability in respect

of certain types of loss?

Rarely 55% 33% 18%
Fewer than half 36% 27% 27%
More than half 0% 20% 27%
Mostly 9% 20% 27%
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The Firms Taking Part

We have received completed reporting forms from a record number of firms. A few others
that joined the project were unable to supply data in time for this report. 52% of the
Benchmarking Group are UK members and all have taken part regularly in the past. The
European companies include 3 from Denmark, 2 from France, 2 from Spain and 1 each
from Austria, Germany, Iceland, Ireland, Italy, Switzerland and The Netherlands.

We are pleased to welcome three new members this year.

As in previous years, the results for UK companies cover the operations of their UK
offices only. For the European companies, their figures are not restricted to their
domestic operations.

Some facts about the size of the sample are shown in Chart 22. Year-ends were December
2015 or earlier for 53% of UK firms and March-July 2015 for 47% of UK participants.

The average year-end for UK firms was January 2016. All the European companies had
December 2015 year-ends. In this report, the phrase “2016 results” refers to the 2016
Benchmarking Report, not firms’ year-ends.

Chart 22 - Coverage of the Benchmarking Report

Gross €4.82 billion
Revenue £3.49 billion €4.81 billion
Staff
(including
contract) 42,250
Participants
14

@ UKFirms 0O European Firms

Of the UK companies taking part this year, all but two have participated previously.
This continuity has enabled us to identify important trends on a constant sample basis.

Type of Work

Total gross revenue for the UK firms was £3.50 billion (€4.82 bn). Net of subcontracted and
outsourced work UK revenue was £2.90 billion (€3.99 bn). Gross revenue for European firms
was £3.49 billion (€4.81 bn) and net of subcontract etc. £2.64 billion (€3.63 bn). The overall
analysis of total professional fees by type of service that participants provide is shown in
Table 6 following.

Compared to last year's report, Engineering Services provided a lower proportion (49.6%)

of total revenue for UK firms and within that total, Civil Engineering generated a significantly
lower proportion this year (19.7% compared to 27.4% in 2015). Structural and Mechanical &
Electrical engineering revenue was higher at 24.7%.

Consultancy revenue generated a higher proportion (48.1%) than in 2014/15 (40.7%).

For European firms Engineering Services generated a higher proportion (58.3%) of total
revenue in this year's report compared to 52.2% last year.
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TABLE 8 - SOURCES OF REVENUE
All UK European

0/0 o/0
Structural Engineering 11.0 1616
Civil Engineering 19.7 12.3
Mechanical & Electrical 138.7 7.5
Other Engineering 5.1 23.1
Total Engineering 49.6 58.3
Environmental Consultancy 4.6 10.8
Transport Planning 8.4 1.5
Project Management 10.4 3.5
Construction supervision 1.3 6.0
Other Consultancy 285 4.4
Total Consultancy 99.5 100.0
Other Services 0.5 0.0
Total Professional Fees 100.0 100.0

Overseas Work

When the ACE Benchmarking project was set up 11 years ago, UK members decided that
they would submit data for their UK offices only and exclude international operations except
where the work is carried out by UK offices. Not surprisingly, as much as 91% of revenue
was for work carried out for UK projects, with a further 4.7% for other European projects
carried out by UK offices. Of the balance, 2.5% was in the Middle East, 0.7% in Africa, 0.7%
Asia/Pacific, and 0.4% North and South America.

For the European companies, 50% of revenue was for projects in their domestic market and
a further 20% for the rest of Europe, 9.2% in North and South America, 9.2% in the Middle
East, 8.4% Africa and 2.7 % Asia/Pacific.

Public/Private Sector Clients

UK firms earned 64% of their revenue from Private Sector clients. For the European firms,
private sector work accounted for 45% of total revenue which was a higher proportion than
the previous year.

TABLE 9 - REVENUE FROM PUBLIC AND PRIVATE SECTORS
UK European
Firms Firm
Local Government 12.9 20.5
Central Government 23.0 34.3
Private Sector 64.0 45.2
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Sector Analysis

Chart 23 analyses total revenue for the UK and European firms by the sector in which clients
are working whilst Chart 24 analyses Infrastructure in greater detail.

The European firms generated a higher proportion of their revenue (78%) from Infrastructure
than in the previous year (66%), particularly from as/Electricity/Qil. UK firms generated a
higher proportion of revenue this year from Rail, Water, Sewerage, Sea Defences as well

as Gas/Electricity/Qil.

Chart 23 - Work by Sector for all Firms
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Chart 24 - Infrastructure by Sector
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Profitability and Growth

Revenue Growth

A significant majority (90%) of the SME firms in the benchmarking project reported higher
revenue than the previous year. The median increase in revenue net of subcontract costs
was +11.5%. The median is used because the average can be affected by outlying results.
However, this year the simple average produced a similar result of +12.1%.

In the previous year, the highest growth rates were reported by smaller SMEs, this year firms
from across the size band were towards the top of the leader-board; the weighted average
growth rate was 11.6%.

The median growth rate for Larger UK firms (over 250 employees) in the main benchmarking
project was 11.6%. The weighted average was impacted by some quite large acquisitions,
but if we exclude acquisitions, the average was 12.0%. In summary, strong growth has
been achieved across all size bands of UK firms and for the second year running, the larger
companies have matched the average SME growth rates.

Chart 1 - Growth in Revenue
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The average financial year for both the SME and Larger UK firms was the 12 months to
January 2016. However within each group, there were variations in year-ends. To present
a more consistent and up-to-date picture of revenue trends we have collected each firm's
quarter-by-quarter revenue growth up to the 2nd quarter of 2016.
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Chart 2 shows, in index number form, the average growth in revenue quarter-by-quarter
using January - March 2014 as the base of 100. It compares the average growth trend for
SME Benchmarking with the corresponding average for UK firms of over 250 employees in
the Main Benchmarking report.

Over the whole two and a half year period (January 2014 to June 2016) growth has been
very similar (+28%) for SMEs and Larger UK firms. Growth for the larger firms was stronger
in 2014 but has been rather flat since Q3 2015. Apart from a blip in the first quarter of 2016,
average SME revenue has grown strongly since the beginning of Q2 2015.

Chart 2 - Index of Revenue Growth
(Jan-Mar 2014 = 100)
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Chart 3 presents the quarterly revenue data in a different form; it shows for each of the last
10 quarters the % increase or decrease in net revenue compared to the same quarter of the
previous year. UK firms of over 250 employees grew at a faster rate than SMEs in the first
half of 2015, but that position has been reversed in the first half of 2016.

Chart 3 - Growth Over Same Quarter of Previous Year
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Chart 4 shows the trend in “Rolling Annual Revenue”. By this we mean the sum of the
revenue for the four latest quarters at any point. For example, the Q2 2016 result compares
total revenue for the four quarters Q3 2015 to Q2 2016 with the 4 quarters to Q2 2015.

For the current group of SME Benchmarking firms, the year-on-year growth rate has
improved in each of the last 3 quarters to a peak of 12.8%. The Larger UK firms average
growth rates have been over 10% in the 3 quarters to June 2016, helped by the effect of
earlier acquisitions.

Chart 4 - Revenue Growth - Rolling 12 months
(Four quarters compared to 12 months earlier)
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Profitability

Firms taking part in the Benchmarking project are self-selected and it may be that those
doing well are more inclined to take part. This may partly explain why average SME profit
margins are better than the average performance for larger firms. Firms operating in niche
markets may also be better able to withstand price pressures.

If we combine the reported profit figures (before tax and exceptional items and write-off of
goodwill) the overall growth in profit was +34% compared to the previous financial year.
That is a weighted average, the median increase was +28%.

On a weighted basis, the average SME profit margin improved from 9.5% to 11.3% in
2015/16. The simple average improved from from 11.8% to 12.8%. Aimost 61% of SMEs
improved their profit margins and although 39% faced lower margins, the majority of those
were starting from a well above average level in the previous year.
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The averages for the two most recent years are based on a constant sample of firms
from this year’s SME Benchmarking group. The years before will include many of the firms
in the latest report but there will be some changes in sample. Note that on Chart 5 and
subsequent charts, the latest year is described as 2015/16 which is correct for 55% of
the firms but for the other 45% their financial years ended in 2015 (principally November/
December 2015).

The average margin for UK firms of over 250 employees fell slightly from 7.7% to 7.4%.

Chart 5 - Profit Margin
under 250 employees
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Profit margins were measured after deducting the cost of subcontracted work and
outsourcing (together about 18% of total revenue) from both costs and revenues,
but leaving in any profit on subcontracted work.

Half of the SMEs are partnerships. To allow comparisons with companies, the partnerships
were asked to include in staff costs a "salary" for partners that reflects their age and
experience and the wage structure within the firm, but excluding what might be considered
as drawings of profit. The median salary for partners was £100,000 compared to £91,000
for directors in SME Benchmarking companies.

Chart 6 shows the range of profit margins for participating SME firms for the report year and
the prior year; 95% of firms were profitable in the latest year (84% in the previous year).

Chart 6 - Range of Results for Profit Margin - under 250 Employees
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Chart 7a compares each company's profit margin with the growth in net revenue that they
achieved during the year. The axes cross at the median value of 12.1% for profit margin
9.8% for growth.

This gives four sectors of either high or low growth combined with high or low profit margin.
The most desirable combination is obviously High Growth/High Margin.

There was some indication of a positive relationship between growth and profitability. Six of
the seven highest growth rates for revenue had above average profit margin and conversely,
all of the firms with low profit margins achieved below average growth. However, the
correlation was stronger in Chart 7b, which compares revenue growth with the increase/
decrease in profit margin over the previous year. The median change in profit margin

was +1.3% points.
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Debtors

Despite the recovery in the economy, and encouraging growth for the firms in the
benchmarking project, effective credit control remains a challenge for SMEs.

The median collection period was 82 days compared to 83 days in the previous year.
However, 5 firms had a level of debtors equivalent to over 120 days’ sales.

Whilst it may be difficult to influence the payment terms of larger clients, it does illustrate
the importance of active credit control.

The median debt collection period for Larger UK companies was equivalent to 75.5 days’
sales in 2015/16, which was slightly higher than the previous year’s median of 74.7 days. In
the key category of debtors over 90 days old, the average larger firm had 13.9 days' sales.

The SME Benchmarking 'over 90 day' average was equivalent to 25 days' sales, which
represents a large increase from 15 days’ sales in 2014/15. Differences between the 2015
and 2016 sample of firms partly explain the sharp increase.

Chart 8 - Year End Debtors
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Late Payments

Companies taking part in the SME Benchmarking project (up to 250 employees) and UK
companies in the Main Benchmarking project were asked to provide information on the
subject of Late Payments.

Speed of Payments
- Public Sector versus Private Sector

Debtors for the SME benchmarking participants were on average equivalent to 82 days'
sales. We asked for a split of debtors and revenue between public and private sector clients.
Not all companies were able to provide usable data but from this sample, it appears that
private sector clients take 88 days on average to settle payment, which was 9 days longer
than the previous year's average. Changes in sample would be part of the reason.

The average payment period for public sector work undertaken by SMEs was 82 days.
From this data it appears that the gap in payment periods between private and public sector
clients has narrowed from 15 to 6 days. However, taking the data supplied by both SMEs
and Larger UK firms together, the payment gap was wider at 16 days.

How widespread is the problem of late payment

We asked 'on what percentage of your turnover did you experience problems getting
payment within the contract terms'.

Answers varied widely but averaged 27 %, which was an increase from 24% in the previous
year, but lower than the 29% of two years ago. 35% of SMEs reported that 50% or more
of their revenue was received outside the contract terms, which represented a significant
deterioration from 16% in 2014/15.

Chart 9 - % of Turnover with problems getting payment within
contract terms - Individual Firms' answers
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How much time was spent
on settling late payment disputes?

We asked how much time Directors or Partners and Senior Professionals spent on settling
late payment disputes. Taking the SME Benchmarking and Larger UK Firms together, an
average of 2.8% of Directors'/Partners' time was spent on payment disputes. 25% of firms
thought that 5-10% of their principals' time was spent on late payment issues. Other staff
spent 3.3% of their time on this task.

The largest companies (over 500 employees) would typically have well-staffed credit control
departments and therefore, unsurprisingly, Directors/Partners spent less time
(1.4% on average) on payment issues.

Chart 10 - % of Time Spent on Payment Disputes
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Recovery Costs

Of the SMEs and Larger UK firms which answered the question on the percentage of
payments that incurred recovery and legal costs, 35% reported zero costs. On average,
including those reporting zero, 0.7% of payments incurred recovery costs; excluding zeros,
the average was 1.0%.

Recovery costs averaged 0.03% of gross revenue for SMEs (0.06% excluding zeros) and
0.06% for Larger UK firms (0.08% ex zeros).

When is action taken?

In answer to the question “How many days after the Contractual Payment Date do you send
a Pre-action Letter?”, the most common response, and indeed the median result, was 60
days for most SMEs and Larger UK firms.
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Chart 11 - How Many Days After Contractual Payment Date
before Pre-Action Letter
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Of the companies which reported on days elapsed before initiating legal action, 40% of
respondents wait 60 days or more after the pre-action letter, but the more typical result was
only a further 30 days.

The combination of days before and after the pre-action letter produced a median figure
of110 total elapsed days after the due date for the SME firms compared to 90 days for the
Larger UK firms that responded to that question.

Chart 12 - How Many Days After Contractual Payment Date
before Legal Action
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Controlling Costs

Revenue, Costs and Profit

Chart 13 below shows the average breakdown of revenue into the principal cost headings
and profit for SME Benchmarking firms, and the corresponding figures for the Larger UK
firms that took part in this year's main ACE Benchmarking project.

Comparison of the results suggests that the typical SME firm had lower staff cost ratios than
Larger UK firms for both fee earners and support staff. Average overheads for the SMEs
were 2.8% points higher than the Larger UK firms but most of the lower staff costs fed
straight through into higher profit margins than their larger counterparts.

Chart 13 - Costs & Profit as a % of Revenue
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Travel and Other Direct Costs

This cost heading includes travel, hotels and subsistence that have been booked to specific
projects as well as car running costs (except where the car is provided largely as a ‘perk’).
It also includes other expenses such as official fees paid on behalf of the client.

Where these costs are recharged, they have been excluded both from costs and revenue
but leaving any mark-up within revenue. Direct costs averaged 3.3%, which was below both
the previous year (4.3%) and the 4.9% average of Larger UK firms.
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Fee Earners Costs

The employment cost of fee earners averaged 58.0% of revenue. That includes directors
and "salaries" for partners (as discussed earlier), as well as all other fee earning staff
including contract staff, trainees and temporary fee earners.

The SME average was marginally higher than the previous year (57.8%) for the same group
of companies but still significantly better than the average for Larger UK firms (63.3%).

Chart 14 shows fee earners’ payroll costs as a % of revenue have risen in the last 2 years as
a result of firms taking on more staff.

The ratio of fee earners’ costs to revenue depends on how many staff each firm has, the mix
of seniority and qualifications, salary levels and, most importantly, the revenue they achieve.

Chart 14 - Fee Earners Costs as % of Revenue
under 250 employees
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Support Staff Costs

Support staff costs for SME Benchmarking firms averaged 5.3% of revenue, which was
unchanged from the previous year and well below the average for Larger UK firms of 6.5%.

Chart 15 - Support Staff Costs as % of Revenue
under 250 employees
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Total staff costs (in £s) were on average 13.9% higher than the previous year. This was just
ahead of the average growth in revenue, and so produced a small increase in the average
cost ratio. Total staff costs averaged 63.3% of net revenue compared to 60.0% in the
previous year.

The numbers of firms facing higher and lower staff cost ratios were fairly evenly balanced.
Not surprisingly, the firms that achieved lower staff cost ratios were predominantly those
that enjoyed above average revenue growth (+18% on average) whilst those facing higher
cost ratios only averaged 4% revenue growth.

The 13.9% rise in staff costs was a result of increases in headcount and higher costs

per head (up 5.4% from the previous year on a constant sample basis). Total headcount
including contract staff increased on average by 11.9% over the course of the latest
financial year. Amongst SMEs, 75% increased their headcount, and 25% were unchanged;
no participating firms cut back on staff.

Median support staff payroll costs were £29,600 per head for SMEs. Larger UK firms

had higher costs at £38,700 per head but this will include more highly paid staff such as
Marketing, IT and HR professionals. Very few SME Benchmarking firms employ these types
of specialist and would be more likely to buy in these services where necessary.

Relative salary levels do not explain high or low profitability, but what is clear-cut is that the
balance between how much employees are paid and the level of fees generated is a very
significant factor in determining profit margin.
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The Larger companies generated £1.45 of revenue for every £ of employee costs
(or € per € of cost), including salaries for directors and partners, with an upper quartile
value of £1.49.

SME Benchmarking firms performed more strongly with 65% of firms beating the Larger
firms result of £1.45. The median result for SME firms was £1.55 with an upper quartile of
£1.70 per £ of staff cost.

This is a key ratio that correlates more closely with profit margin than almost any other.
It is also a measure that remains valid from year to year. As payroll costs increase, it is
hoped that revenue will increase at least as fast.

Chart 16 - Revenue per £ of Staff Costs
under 250 employees
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Office Expenses and Overheads

SMEs benefitted from good control of overheads in the latest year. The average increase
(in £s) was 6.9%, whilst revenue rose by 11.8%. Consequently, the average cost ratio was
1.9% points lower at 20.6%.

There were some good examples of effective cost control; two-thirds of the SME firms
achieved improvements in cost ratios and almost half (47 %) did so by more than 2.0%
of revenue.

Chart 17 Overheads & Office Expenses as % of revenue
under 250 employees
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Productivity

Revenue per Fee Earner

Net Revenue (ie excluding subcontracted costs) divided by the number of Fee Earners
averaged £84,100 (€116,500) for SME Benchmarking firms. This year’s average (in £s)
was 9% higher than the previous year, although that was partly influenced by changes in
sample; on a constant basis, productivity was 5.5% higher. Fee earners include directors
and partners even though they may not be involved full-time on specific project work.

At the other end of the scale, trainees are included but not students. Any part-time
workers and temporary staff are adjusted to full-time equivalents.

Chart 18 - Revenue per Fee Earner
under 250 employees
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The range of results was quite wide for the SMEs; the top 25% of firms produced revenue
per fee earner greater than £94,390 (€130,000) whilst the bottom 25% achieved less than
£68,850 (€94,800) per fee earner. Average Revenue per Fee Earner for Larger UK firms
was £84,950 (€117,000), which on a constant sample basis was 4.8% higher than the

previous year.

TABLE 1 - REVENUE PER FEE EARNER INCLUDING PARTNERS/DIRECTORS
Quariie | Averase | Ll
£ £ £
SMEs under 250 employees 93,050 84,620 70,670
UK Firms over 250 employees 91,920 84,950 76,870
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This year’s group of SMEs has closed the productivity gap to the Larger UK firms. Average
revenue per fee earner for UK companies over 250 employees was only 0.4% higher than
the corresponding figure for the SME group. UK firms of over 500 employees were only 2%
better than the SME average. Including support staff, revenue per Staff Member averaged
£71,500 for SMEs, which was an improvement of 5.2% from the previous year.

TABLE 2 - REVENUE PER STAFF MEMBER INCLUDING PARTNERS/DIRECTORS

Upper Lower
Quartile ST Quartile
£ £ £
SMEs under 250 employees 85,900 71,500 62,400
UK Firms over 250 employees 79,600 74,275 68,000

In calculating both Revenue per Fee Earner and per Staff Member we use the full-time
equivalent (FTE) number of employees including contract staff. We also estimate an FTE for
each firm's expenditure on temporary staff by reference to that company's payroll costs per

head for its own staff.

Chart 19 - Revenue per Staff Member
under 250 employees
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Revenue per Fee Earner is driven by two factors; Revenue per Billed Project Hour and
Project Hours per Fee Earner. Revenue per billed project hour is the total fees earned

(whether fixed fee or hourly charged) divided by total project hours worked.
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Chart 20 - Revenue per Project Hour
under 250 employees
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Revenue per Billed Project Hour ranged widely; 76% of the individual results fell within a
range of £45-£90 per project hour with an average of £64.3 (€102.3) per hour. Chart 21
shows the proportion of firms that are achieving revenue per hour in the different bands.
For example, almost 30% of SMEs generated over £80 (€110) of revenue for every project
hour worked. The average result for Larger UK companies was £65.4 (€90.0) per hour.

Chart 21 - Revenue per Project Hour
under 250 employees
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The link between Revenue per Fee Earner and Revenue per Project Hour is the number of
Billed Project Hours per Fee Earner. The SME average of 1,316 billed hours per fee earner
per year was slightly lower than the previous year (1,338 hours) and 3% below the average
for Larger UK firms of 1,354 hours. The slight drop in utilisation this year could be due to the
significant increase in staff numbers and the time taken for new staff to get fully up to speed.

We make a distinction between ‘billed’ and ‘unbilled’ project hours. ‘Unbilled’” hours are
intended as a measure of project time for which in effect, the client does not pay you.
This could cover time spent in excess of budget on fixed fee contracts or in the case of
hourly/daily paid work, time that you feel, for whatever reason, unable to bill to the client.

Not all firms measure ‘unbilled hours’ but of those that provided a figure, it was equivalent to
185 hours per fee earner per year or 9.4% of hours worked. The average for Larger UK firms
was only 43 hours. It may be that smaller firms find it more difficult to bill clients for the full
value of the work done.
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Utilisation of Fee Earners’ Time

In this project, utilisation of staff time (project hours, time spent on bidding and marketing,
training etc.) is measured against Total Paid Hours. This is defined as contractual hours,
less holidays and Bank Holidays, plus any paid overtime.

For example, if the basic working week is 37 hours, and after deducting holidays and bank
holidays an employee works for 46 weeks a year, then paid hours would be just over 1,700
hours a year. If the average employee works paid overtime of 2 hours a week (say 100
hours a year) then Total Paid Hours would be 1,800. However, if the 100 hours overtime
are unpaid, then Total Paid Hours would remain at 1,700. The actual average this year was
1,757 paid hours per fee earner, which was very close to the average of 1,744 paid hours
for Larger UK firms.

On this basis, total project time was equivalent to 84.1% of Paid Hours for SMEs, which
was well above the average of 80.3% for Larger UK firms. However, that is based on
total hours including unbilled projects hours. Billed project hours averaged 74.7% for
SME Benchmarking, which was 3% points below the 77.8% average for Larger firms.

In summary, SME firms spend more of their time working for their clients, but are less
successful at ensuring that time is fully billed.

In total, SME Benchmarking fee earners spent 15.9% of paid time on other activities

than project work; the equivalent figure for Larger UK firms was 19.7%. Note that where
total time exceeds 100% of paid hours, the balance is made up by unpaid overtime.

How the non-project time was spent between Marketing, Administration, Training and
Sickness is shown on Chart 22. SME Benchmarking firms spent slightly less time on bidding
and marketing than Larger firms. Absenteeism rates were lower for SMEs than Larger firms.

Chart 22 - Non-Project Time as % of Total Hours
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Time spent on staff training was equivalent to 2.8 % of total hours, which was similar to
the average of 2.7% for Larger UK firms. Expenditure on training was 0.62% of revenue
or £510 (€700) per employee, which was a 9% increase from £470 per employee in the
previous year.

Time lost through absenteeism increased for Larger UK firms from 1.6% to 2.5%.
The SME average was almost unchanged at 1.1% from the previous year.
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Staffing

Staff Turnover

The revenue productivity ratios discussed in the previous section are measured against the
average number of full-time equivalent employees for each firm during the course of their
financial year.

We also ask each firm for their headcount at the beginning and end of each financial year.
75% took on extra staff in 2015/16, while 25% were unchanged; none reduced their
headcount. The simple average increase was 11.9%, the weighted average rise was 15.8%.

All but two of the Larger UK companies increased headcount during the year;
the weighted average increase was 6.1%.

Salary Levels

The average payroll cost per employee (including National Insurance, pensions etc.)
for SMEs increased by 5.4% to £44,200 (€60,900) compared to £50,900 (€70,100)
for Larger UK firms. The average cost for fee earners excluding partners, directors and
department heads was 2.7% higher at £37,800.

65% of SMEs paid a bonus to employees in the year under review with an average
value (excluding any payments to directors or partners) of £1,365 per employee, which
was 60% higher than the previous year on a constant sample basis.

TABLE 3 - 2014/15 AVERAGE PAYROLL COST PER EMPLOYEE FOR
SMEs WITH UNDER 250 EMPLOYEES
£ €

Equity Partners 100,000 137,700
Salaried Partners 90,750 125,000
Other Directors 76,600 105,500
Senior Professionals 55,000 75,800
Engineers 37,950 52,300
Senior Technicians 33,500 46,100
Junior & Graduate Engineers 25,700 35,450
Technicians & Trainees 17,600 24,300
Other Fee Earners 23,100 31,900
Average - All Fee Earners 47,500 65,400
Support Staff 29,600 40,800
Average - All Employees 45,300 62,400
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Winning Work

Marketing and Work Won

Including the cost of staff time, the median investment in marketing was 2.3%
of revenue for SMEs and 4.3% for Larger UK firms.

The median success rate for competitive tendering for SME firms was 67% by the
number of bids, compared to 65% in the previous year. The previous year had
shown a big increase compared to 48% two years ago. We speculated last year
that as revenue growth had been stronger, firms had been concentrating on bids
with a higher likelihood of success. It is encouraging that the improvement has
been maintained in the latest year.

The success rate for Larger companies dropped back by 7% points to 49%,
surrendering most of the 9% point improvement seen in last year’s report.

Order Book

The strong growth in revenue in the latest year has also had an impact on order
books with a median 20% rise between the year end of the previous year and the
latest financial year. The median for SMEs was equivalent to 6.8 months’ work
compared to 5.7 months last year, for the same group of firms. The average
order book for Larger UK firms also reported an increase from 11.9 to 14.1
months’ work.

Chart 23 - Length of Order Book at Year End
under 250 employees
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The Firms Taking Part

The financial years covered by the group were fairly evenly split, with 55%
having year-ends in the first half of 2015 (most commonly March), with 45%
having 2015 year-ends (principally November or December) The average
year-end was January 2016.

Type of Work

Total gross revenue for the SME group was £120m (average £6.0m). The overall
analysis of revenue by type of service that participants provide is shown in Table
4 below. 35% of firms generated more than half of their revenue from Structural
Engineering, 15% were predominantly Civil Engineers, 15% specialised in
Mechanical & Electrical Engineering and 10% gained most of their revenue from
Consultancy Services.

Within SME Benchmarking, Engineering Services provided a higher proportion
of total revenue (86.1%) than the Larger UK firms (49.6%); that derived a much
greater proportion of their fees from Consultancy.

TABLE 4 - SOURCES OF REVENUE
SMEs up to UK Firms
250 employees over 250 employees

Structural Engineering 34.7 11.0
Civil Engineering 25.9 19.7
Mechanical & Electrical 17.5 13.7
Other Engineering 8.1 51
Total Engineering 86.1 49.6
Total Consultancy Services 12.2 48.1
Other Services 1.7 2.3
Total Professional Fees 100.0 100.0

Sector Analysis

Chart 24 analyses total revenue for the SME group by the sector in which clients are
working. 65% generated at least half of their revenue from Buildings/Property which includes
Housing, Commercial Property, Education, Health, Defence and Leisure.

Chart 24 - Work by Sector
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Fee Earners & Support Staff Costs
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Staff Structure
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Staff Costs per Head
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Staff Costs per Head
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Operating Expenses as a % of Net Revenue
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Staff Productivity & Education
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Utilisation of Staff Time - Project Hours
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Staff Utilisation — Marketing & Administration
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Staff Turnover & Reasons for Leaving
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Function Costs as % of Net Revenue
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Late Payments
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Sources of Income

UK GROUP 1 | UK GROUP 2 UK FIRMS ALL FIRMS
TABLE Y Over 500 250 to 500 of all sizes E”ﬁig,f’,.i’*” IN THE
employees employees PROJECT
Engineering Services
a) Structural % 10.6 14.0 11.0 15.5 11.6
b) Civil % 19.3 21.9 19.7 12.3 17.3
c) Mechanical Engineering % 13.4 411 13.7 7.5 11.6
d) Other Engineering % 4.9 8.1 5.1 23.1 13.5
e) Total Engineering % 48.2 85.1 49.6 58.3 53.9
Consultancy Services
a) Environmental Consultancy % 4.6 7.8 4.6 10.8 7.7
b) Transport Planning % 8.6 6.4 8.4 1.5 4.9
@] Project Management % 10.7 0.6 10.4 3.5 6.9
d) Construction Supervision % 1.3 0.1 1.3 6.0 3.7
e) Other % 24.3 - 23.5 4.4 14.0
f) Total Consultancy % 49.4 14.9 48.1 26.2 37.2
9) Other Services % 1.9 - 1.8 1565 8.7
h) Total Net Professional Fees % 99.5 100.0 99.5 100.0 99.8
i) Other Revenue % 0.5 - 0.5 - 0.3
i) Total Net Revenue % 100.0 100.0 100.0 100.0 100.0
Sector Analysis
UK GROUP 1 UK GROUP 2 UK FIRMS ALL FIRMS
ABLETS Over 500 250 to 500 . EUS(F:‘)'I\:’AESAN e
employees employees of all sizes PROJECT

1.1 Rail % 20.6 11.8 23.3 27.6 29.3
1.2 Roads % 18.1 8.2 13.8 13.9 13.8
1.3 Airports % 3.8 0.3 4.2 2.3 3.8
1.4 Water, Sewerage, River and Sea Defences % 5.1 4.2 5.9 7.8 7.8
1.5 Gas/Electricity/Oil/Coal % 5.6 2.2 4.4 17.4 4.4
1.6 Renewable / Nuclear Energy % 5.5 2.2 6.2 0.9 4.2
1.7 Waste Management % 1.0 1.2 1.2 0.1 0.8
1.8 Other Infrastructure % 2.2 1.8 2.5 8.0 5.9
1 Total Infrastructure % 61.8 32.0 61.4 78.0 70.0
2.1 Housing 5.0 16.5 5.0 2.7 3.8
2.2 Defence Design and Consulting/Prisons % 5.8 1.1 5.7 0.2 3.5
2.3 Education % 4.7 10.7 4.8 5.1 4.3
2.4 Health % 25 5.7 25 21 2.1
2.5 Commercial Property including Retail % 1.4 26.5 11.8 5.6 8.7
2 Total Buildings / Property / Housing % 29.3 60.5 29.8 16.7 22.4
3.1 Manufacturing, Chemical & Process Plant Facilities % 1.8 2.3 1.8 2.9 2.3
3.2 Mining & Quarrying % 0.1 - 0.1 0.3 0.2
3.3 Other Industrial % 2.2 2.0 2.2 2.2 2.3
3 Total Industrial % 4.0 4.3 4.1 5.4 4.8
4 Other Revenue % 4.8 3.2 4.7 0.9 2.7
5 Total Net Revenue % 100.0 100.0 100.0 100.0 100.0
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RESULTS TABLES
- SME COMPANIES



Table 1

SUMMARY RATIOS QlLJJXSEIF:_E AVERAGE QI[J?A\{:EIFI‘_E
Overall Profitability
1 Profit as a % of Net Revenue % 16.0 12.8 71
2 zjgif(;tsbffj—)r%Paaét:ierrasb |/eDg)ectors payroll costs % 26.4 244 186
3 | Profit per Fee Earner 138,810 11,080 5,740
3 | Profit per Fee Earner 19,020 15,270 7,910
4 | Net Revenue per Fee Earner 93,050 84,620 70,670
4 | Net Revenue per Fee Earner € 128,200 116,600 97,300
5 | Increase/Decrease in Revenue from the Previous Year % 15.8 1.5~ 5.1
Principal Costs as % of Net Revenue
6 | Gross Revenue % 122.6 119.3 100.6
7 | less Sub Contract/Outsourcing Costs/Disbursements % (22.6) (19.3) 0.6)
8 | Net Revenue % 100.0 100.0 100.0
9 | Project Direct Costs including travel % 4.8 818} -
10 | Fee Earners Staff Costs (including temporary staff costs) % 63.6 58.0 52.4
11 | Support Staff Costs (including temporary staff costs) % 6.9 5.3 3.6
12 | Gross Margin % 34.9 33.4 29.2
13 | Overheads & Office Expenses % 24.6 20.6 17.3
1 Profit Margin (before Tax, Exceptionals & Goodwill Write-Off) % 16.0 12.8 7.1
1b | Profit Margin - Prior Year % 16.6 11.8 5.2
1c | Increase/Decrease in Profit from the Previous Year % 156.8 28.1 (21.7)
*Median
Table 2
FEE EARNERS & SUPPORT STAFF COSTS QSKEE:T_E 35 QI(J?AV;ITEIT_E
Fee Earners Staff Costs as a % of Net Revenue
14 a) Equity Partners/Statutory Directors % 12.5 11.6 5.8
b) Salaried Partners/Other Directors/Department Heads % 10.6 6.7 -
@] Senior Professional Staff % 20.3 17.3 11.2
d) Engineers % 11.5 9.7 7.4
e) Senior Technicians % 6.6 4.8 1.2
f) Junior & Graduate Engineers % 7.8 5.2 25
9) Technicians & Trainees % 2.2 1.3 -
h) Other Fee Earners % - 0.6 -
i) Temporary Fee Earners % - 0.8 N
j) Total Fee Earners' Staff Costs (Ratio 10, Table 1) % 63.6 58.0 52.4
Support Staff Costs as a % of Net Revenue
15 a) Permanent Support Staff % 6.9 (61,11 3.6
b) Temporary Support Staff % - 0.1 -
@] Total Support Staff Costs (Ratio 11, Table 1) % 6.9 5.3 3.6
Total Staff Costs as a % of Net Revenue
16 a) Total Staff Costs as a % of Revenue - Report Year % 69.5 63.3 59.8
b) Total Staff Costs as a % of Revenue - Prior Year % 69.6 63.0 56.5
c) Increase/Decrease in Staff Costs (in £s or €s) from the previous year % 19.8 13.9 6.3
17 Bonuses (contractual or discretionary) as a % of Total Staff Costs % 4.5 3.2 -
18 a) Contract Fee Earners as a % of Total Fee Earners % 1.9 7.1 -
b) Contract Support Staff as a % of Total Support Staff % - 2.1 -

ww.acenet.co.uk/benchmarkingreport | 81




Table 3

STAFF STRUCTURE QlLJjXFPKEIF:_E AVERAGE QI[J?\VI:'EIF:E
Staff Structure
19 a) Equity Partners/Statutory Directors % 12.8 6.1 5.0
b) Salaried Partners/Other Directors/Department Heads % 18.7 6.2 -
@] Senior Professional Staff % 275 28.1 14.0
d) Engineers % 21.7 20.0 13.3
e) Senior Technicians % 12.7 7.1 4.0
f) Junior & Graduate Engineers % 18.5 1.2 7.6
9) Technicians & Trainees % 8.5 5.0 -
h) Other Fee Earners % - 0.7 -
i) Total Fee Earners % 90.3 84.3 84.9
j) Total Support Staff % 15.3 15.7 10.3
k) Total Staff % 100.0 100.0 100.0
Staff per Partner/ Director/Department Head
20 a) Senior Professional Staff no. 3.00 2.27 0.80
b) Engineers no. 2.60 1.62 0.80
c) Senior Technicians no. 0.90 0.58 0.20
d) Junior & Graduate Engineers no. 1.80 0.91 0.40
e) Technicians & Trainees no. 0.50 0.40 -
f) Other Fee Earners no. - 0.05 -
Q) Total Fee Earners no. 8.10 5.83 2.90
h) Total Support Staff no. 1.50 1.27 0.50
i) Total staff per Partner/Director/Dept.Head no. 9.40 7.10 3.40
j) Number of Support Staff per Fee Earner no. 0.20 0.19 0.10
Table 4 - Sterling
STAFF COSTS PER HEAD (£) QH:EEIF:_E MEDIAN ngvg.!rsl?j
Staff Cost per Head (including bonus, employer NI & pension contribution)
21 a) Equity Partners £ 100,000 100,000 75,000
b) Statutory Directors £ 109,400 90,750 70,500
@] Salaried Partners/Other Directors & Department Heads £ 84,000 76,600 64,100
d) Senior Professional Staff £ 61,300 55,000 47,300
e) Engineers £ 41,600 37,950 34,300
f) Senior Technicians £ 37,700 33,500 31,500
Q) Junior & Graduate Engineers £ 28,400 25,700 20,700
h) Technicians & Trainees £ 20,200 17,600 14,300
i) Other Fee Earners £ 35,500 23,100 20,600
j) Average Cost - All Fee Earners £ 54,400 47,500 41,300
k) Average Cost - excl. Partners, Directors, Dept. Heads £ 43,400 37,950 33,400
l) Average Cost per Support Staff Employee £ 33,000 29,600 21,500
m) Average Cost per Member of Staff £ 51,700 45,300 38,900
n) Average bonus per employee (excluding partners) £ - 1,365 -
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Table 4 - Euro

STAFF COSTS PER HEAD (€) QBXE‘EIF:_E MEDIAN ch‘;v;.!rsl?j
Staff Cost per Head (including bonus, employer NI & pension contribution)
21 a) Equity Partners € 137,700 137,700 103,300
b) | Statutory Directors € 150,700 125,000 97,100
@) Salaried Partners/Other Directors & Department Heads € 115,600 105,500 88,300
d) Senior Professional Staff € 84,500 75,800 65,200
e) Engineers € 57,200 52,300 47,300
f) Senior Technicians € 52,000 46,100 43,400
Q) Junior & Graduate Engineers € 39,200 35,450 28,500
h) Technicians & Trainees € 27,900 24,300 19,700
i) Other Fee Earners € 48,900 31,900 28,300
j) Average Cost - All Fee Earners € 75,000 65,400 56,900
k) Average Cost - excl. Partners, Directors, Dept. Heads € 59,700 52,300 46,100
) Average Cost per Support Staff Employee € 45,400 40,800 29,700
m) | Average Cost per Member of Staff € 71,200 62,400 53,700
n) Average Bonus per Employee (excluding partners) € - 1,879 -
Table 5
OPERATING EXPENSES AS % OF NET REVENUE QBZ;EI‘T_E AVERAGE QI[J(/)-\VF\(I'EIT.E
22 a) Rent, Rates & Service charges % 5.90 4.79 3.50
b) IT, Communications & Equipment (including depreciation) % 4.70 3.27 2.20
o) Marketing, PR, Brochures % 0.90 0.60 0.20
d) Professional Indemnity Insurance % 2.30 1.91 1.00
€) Legal, Professional, Consultancy % 1.90 1.38 0.50
f) Recruitment Costs % 1.10 0.85 0.30
a) Training Costs % 0.90 0.62 0.40
h) Non-project Travel & Subsistence % 1.20 0.97 -
i) Bad Debts Written Off and Provisions % 1.10 1.22 -
j) Other Office Expenses % 5.60 4.60 1.90
k) Bank Interest Paid % 0.50 0.44 -
) Total Overheads & Office Expenses % 24.60 20.65 17.30
m) Exceptional One-Off Items not included above % - 0.5 -
n) Write-off of Goodwill not included above % - 0.1 -
0) Professional Indemnity Insurance Costs per Fee Earner 2,240 1,510 720
o) Professional Indemnity Insurance Costs per Fee Earner 3,075 2,082 980
p) Training Costs per Employee 760 510 250
p) Training Costs per Employee 1,050 702 347
23 a) Overhead & Office Expenses as % of Net Revenue - Prior Year % 31.2 22.5 15.1
b) Increase/Decrease in Overheads (in £s or €s) from the previous year % 23.7 6.9 9.8)
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Table 6

STAFF PRODUCTIVITY & CHARGING UPPER AVERAGE LOWER
QUARTILE QUARTILE
Staff Productivity
24 a) Net Revenue per Fee Earner per year £ 93,050 84,620 70,670
b) Net Revenue per Fee Earner per Billed Project Hour £ 80.1 64.3 49.3
C) Net Revenue per Staff Member (inc. partners/directors) £ 85,900 71,500 62,400
d) Net Revenue per £ of Staff Costs (inc. partners & temporary staff) £ 1.67 1.55 1.44
Staff Productivity in Euros
24 a) Net Revenue per Fee Earner per year € 128,170 116,560 97,330
b) Net Revenue per Fee Earner per Billed Project Hour € 110.3 73.5 65.1
C) Net Revenue per Staff Member (inc. partners/directors) € 118,300 98,500 85,900
d) Net Revenue per € of Staff Costs (inc. partners & temporary staff) € 1.70 1.55 1.40
Average Increase in Hourly Charge-out Rates from Previous Year
25 Overall Average Increase % 5.0 3.7 0.0
Analysis of Fee Earners’ Hours as a % of Paid Hours
26 a) Billed Project Hours % 85.4 74.7 65.0
b) Unbilled Project Hours % 18.8 9.4 2.7
c) Bidding & Marketing % 3.1 3.1 1.7
d) Administration % 12.6 10.7 4.9
e) Training % 2.7 2.8 1.2
f) Sickness % 1.8 1.1 0.5
a) Other % - - -
h) Total Hours Worked % 101.7
i) Unpaid Overtime as % of Paid Hours % 4.3 1.9 -
Analysis of Fee Earners’ Hours per Year
27 a) Billed Project Hours hrs pa 1,454 1,316 1,137
b) Unbilled Project Hours hrs pa 314 165 49
C) Bidding & Marketing hrs pa 56 54 28
d) Administration hrs pa 227 188 82
€) Training hrs pa a7 47 22
f) Sickness hrs pa 30 19 9
h) Paid Hours Worked hrs pa 1,819 1,757 1,673
i) Unpaid Overtime hrs pa 74 34 -
j) Total Hours Worked hrs pa 1,941 1,781 1,683
Table 7
STAFF TURNOVER & MARKETING COSTS QSZEEIF:_E AVERAGE QTJC,)AVF\!IEIFI‘_E
Staff changes compared with beginning of year
28 a) Left voluntarily % 22.6 18.7 10.1
b) Left for other reasons % 1.1 2.0 -
C) Total Staff leaving % 26.1 20.7 10.1
d) Total Staff joining % 46.0 31.8 18.2
e) % Increase in number of Staff % 18.1 111 0.5
f) % Increase in Total Permanent and Contract Staff % 19.2 11.9 0.5
Marketing Costs and Work Won
29 a) Success Rate for Competitive Tenders % 72.9 67.3" 48.1
b) Projects Won This Year per Fee Earner No. 14.2 8.0* 4.3
C) Value of New Projects Won as a Multiple of Gross Revenue % 1.00 0.95* 0.40
d) Total Value of Order Book at Year End - Report Year Mths 10.4 6.8 * 2.4
€) Total Value of Order Book at Year end - Prior Year Mths 8.6 5.7* 1.7
f) Increase/Decrease in Order Book % 55.0 20.1* 9.8
a) Total OMarketing Cost including Fee Earners’ time % 43 03+ 14
as a % of Revenue
*Median
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Table 8

GROWTH IN GROSS REVENUE leF\,EEFLE MEDIAN QI(J(:V;(IEIT_E
Growth in Gross Revenue compared with same quarter of previous year
30 |a) January to March 2015 % 16.0 1.4 9.2)
b) April to June 2015 % 29.2 12.8 3.2
c) July - September 2015 % 35.1 16.3 5.5
d) October to December 2015 % 26.7 3.7 (7.2)
€) January to March 2016 % 30.7 18.3 (7.0)
f) April to June 2016 % 39.1 23.1 5.0
Growth in Rolling 12 months Revenue compared to previous 12 months
31 a) 12 months to December 2015 vs. 12 months to December 2014 % 12.7 8.2 3.0
b) 12 months to March 2016 vs. 12 months to March 2015 % 171 9.3 5.4
C) 12 months to June 2016 vs. 12 months to June 2015 % 24.4 129 6.7
Index of Revenue Growth (Jan-Mar 2014 = 100)
32 |a) January to March 2014 100.0 100.0 100.0
b) April to June 2014 112.6 102.7 88.4
C) July - September 2014 117.0 109.5 89.4
d) October to December 2014 126.2 109.8 914
e) January to March 2015 116.0 101.4 90.8
f) April to June 2015 121.3 111.7 96.3
a) July - September 2015 1338.3 1141 105.6
h) October to December 2015 139.5 126.2 101.8
i) January to March 2016 122.3 114.9 87.1
j) April to June 2016 164.0 128.2 119.9
Debtors in terms of Average Daily Sales Average AVERAGE
33 | a) Less than 30 days days 47.6 30.0 19.6
b) 30 - 60 days days 28.7 17.8 1.7
C) 60 - 90 days days 15.8 8.7 5.3
d) Over 90 days days 32.4 25.4 5.2
€) Total Debtors days 113.4 82.0 56.4
Prior Year Debtors in terms of Average Daily Sales days 107.3 83.3 69.0
Table 9
REVENUE ANALYSIS QSZEEIF:_E AVERAGE QI[J?AVF;"EIT_E
Engineering Services
34 a) Structural % 70.7 34.7 -
b) Civil % 30.7 25.9 -
o) Mechanical & Electrical % 8.5 17.5 -
d) Other Engineering Services % 1.1 8.1 -
e) Total Engineering Services % 100.0 86.1 88.9
f) Total Consultancy Services % 0.9 12.2 -
Q) Other Revenue % - 1.7 -
Total Revenue % 100.0 100.0 100.0

Sectors of Work

35 a) Transport Planning & Infrastructure % 21.2 14.0 -
b) Utilities % 4.4 11.0 -
C) Buildings & Property % 100.0 60.9 24.2
d) Industrial % 3.2 4.2 -
e) Other % 7.1 9.9 -
Total Revenue % 100.0 100.0 100.0
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Table 10

ANALYSIS OF LATE PAYMENTS ng:’;ﬁj MEDIAN Qb?\v;(’EIT_E
Debtors in Terms of Average Days Sales
36 a) Public Sector Debtors days 100 82 55
b) Private Sector Debtors days 122 88 65
Total Debtors days 113 83 56
37 % of Turnover with Problems Getting Payment within Contract Terms % 50 31 6
Staff Time Spent Settling Late Payment Disputes
38 a) Director/Partner/Senior Staff % 5.0 3.4 1.8
b) Other Staff % 5.0 4.0 25
39 % of Payments for which Recovery or Legal Costs were Incurred % 1.04
How many days after the Contractual Payment Due Date would you typically:
40 a) Send a Pre-action Letter days 60 60 45
b) Take Legal Action days 120 120 90
41 3rd Party Recovery and Legal Costs per million of Gross Revenue /€ 158 302 -
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ACE economic and policy papers

This paper forms part of a growing portfolio of research by ACE into the effects

of infrastructure on the wider economy.

London Manifesto

This Manifesto provides advice and support on housing,
transport, utilities (telecoms and broadband connectivity)
as well as finance, sustainability and skills to help meet
the needs of London’s residents. It focuses on the key
areas that will require the attention of the Mayor and the
London Assembly as well as a great deal of investment.

Manifesto 2015: Engineering Growth

This Manifesto explores the UK’s needs in vital
infrastructure areas aiming towards a better Britain
in 2015. The creation of the National Infrastructure
Plan and Infrastructure UK provide good avenues
for improvement in the delivery of the nation’s
infrastructure projects.

Delivering our Strategic Networks:

A Department for Infrastructure

This paper proposes the creation of a consolidated
Department for Infrastructure that can take a
co-ordinated, cross-Whitehall approach to delivery
of the strategic networks the UK will need in the
years ahead.

Brexit: ACE Updates

Whilst periodically surveying member sentiments,
conducting a Brexit based panel at ACE’s National
and International Conferences, and participating in
stakeholder discussions at all levels, ACE has also
produced a set of documents to provide members
with insights. acenet.co.uk/whatisacedoing

Electricity Market Reform: Generating Results
This paper explores the role of the current energy
companies in the retail and generation sectors,

and suggests reforms to EMR.

Revolutionising Housing

This paper is the second in ACE’s housing paper series
and explores in detail a new model to rebalance the
incentives for development.

The Housing Gap

This paper is the first in ACE’s housing paper series
and explores in detail the conditions within the UK
housing market.

State Investment Bank

This paper is the final paper in ACE’s infrastructure
investment series and explores in more detail the
rationale and practicalities of establishing a State
Investment Bank.

Pensions and Infrastructure

This paper is the fourth in ACE’s infrastructure
investment series and explores in more detail the
current conditions within the market, and the
implications they have on pension funds’ investment
potential into infrastructure.

Performance of PFI

This paper is the third in ACE’s infrastructure series and
examines how to improve procurement in Public Private
Finance Models (PPFM).

Public Private Finance Models

This is the second in ACE’s infrastructure series and
explores in more detail the rationale, performance and
conditions that surround Public Private Finance
Models (PPFM).

Performance of PFI

This paper is the first in ACE’s latest infrastructure
series and reviews the performance of historical PFI
data to learn lessons for the development of new
financing models.

The 2016 Budget

ACE’s analysis — A comprehensive analysis of the 2016
budget, the economic and fiscal outlook from the Office
for Budget Responsibility.

Budget Submission 2015
Budget submission to HM Treasury for 2015.

ACE reports on detail

of Autumn Statement 2015

A full analysis of the Chancellor of the Exchequer’s
Autumn Statement, the updated National Infrastructure
Plan and the Office of Budget Responsibility report on
the economy.

Barriers to Investment

Explores a wide variety of aspects that act as barriers,
or significantly change the risk profile of an investment
project. These processes are important within the
investment cycle and should be understood by all
parties involved.

Infrastructure: A case for Funding

This report reviews and analyses a range of material that
is openly available to ascertain what effect infrastructure
investment has on the econ
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Further information

For further details about this publication please contact:

Brian Nolk

Economist

ACE Policy and External Affairs Group
0207 227 1882

bnolk@acenet.co.uk
www.acenet.co.uk

Mike Bayliss

Project Director

The Centre for Interfirm Comparison
01985 248135
mikebayliss@cifc.co.uk

Disclaimer

The views expressed within this document do not necessarily represent those of the
Association of Consultancy and Engineering (ACE).

This document was produced by ACE and the The Centre for Interfirm Comparison and is
provided for informative purposes only. The contents should not be applied to the specific
circumstances of individuals or businesses. Whilst we undertake every effort to ensure that
the information within this document is complete and up to date, it should not be relied upon
as the basis for investment, commercial, professional or legal decisions.

ACE and the Centre for InterFirm Comparison accepts no liability in respect to any direct,

indirect, implied, statutory, and/or consequential loss arising from the use of this document
or its contents. To the extent permitted by law, ACE excludes all conditions, warranties and
other terms which might otherwise be implied by statute, common law or the law of equity.

No part of this report may be copied either in whole or in part without express permission
in writing.

© Association for Consultancy and Engineering 2016

By using this report, you indicate that you accept the above disclaimer
and other legal statements.
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Reliable. Practical. Safe. Accurate. Economical.

Subsidence?
Relevel your structures.
Stabilise your foundations.

Public and commercial buildings, homes,
industrial plant and infrastructure.

Small, large, complex and heavy weight.
Sinking foundations, leaning buildings,

cracking walls, uneven an
infrastructure.

f

- Mainmark Ground Engineering (UK) Ltd
malnmar www.mainmark.co ® mge.uk@mainmark.co ¢ 020 3355 9711
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Association for Consultancy and Engineering

Alliance House, 12 Caxton Street, London SW1H 0QL a Ce
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