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Results at a glance @
1998 1997
£000 £000
Turpoavey 76,497 81,261
Opsrating profil 3,623 2,698
{Lossa}/profit before taxation {2,4€8} 1,216
(Loss)/profit after taxation {2,844) 1,011
Ordinary dividends
Interim 2.10p 2.10p
Final . . 2.10p 2.10p
4.20p 4.20n
{Loss)earnlngs per ordinary share — net basis FRS3 (7.20p) 2.56p
—IMR 3.46p 3.57p
Not assets per ordinary share 57.34p 66.14p
Oporating cach flow por share 19.45p 14.84p

Financial Calendar

Payment of final dividend for the year to 30th September 1998

{ex dividend date 25th January 1999) ‘ 7th April 1999
Announcement of fesults for hall year to 318t March 1999 MideJune 1698
Paymer-l{-;f- |n.t;rTm- 'Jl;lla;nd - l.ate Sepi';l";lnbe; 1?)&)9
Prel?m—ln;ryanm(;ncemcnt of resu!ls lo 3Dlh .é;:'pt-e};xber 1999 . Mid- Déce?ng;‘-:r 1999

Annual General Meeling 2000 24th Man:h zooo
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Hit & Smith Holdings PLC
Chairman’s Statement

t am ploased 1o be reporting lo you again this year
after a year of considerabie change and
reorganisation within the Group.

There hava been a number of changes in the
composition of the Board of Directors during the year.
In Jung, Mr Mike Sara, our Group Chlef Executive, '
resigned and | would fike to thank Mike for his
dedicated and loyal service to the Group over a 16~
year period. In March, Mr David Grove joined the
Board as Development Director with a brief to review
Ihe Group's future sirategy and make
recommandaltions to the Board. Following the
departure of Mike Sara, David was appointed Acting
Chlef Executive and he will continue in this role untit a
suitable replacement is found. In September, we
decided o eliminate divisional repocting and reptace
it with a flatter operaticnal sttucture. As a result of this
reorganisation, Tony Pensom (Building Products) and

Roger Simpson (Conslruction Products) stepped
down from the PLC Board but continue to have
executive rofes within the Group.

Having reached the age of 74, John Silk has decided
to retire from the Board at the AGM aiter completing
18 years' scrvice, of which 12 (1983-95) were as
Chairman. The Board is proposing that John be
appointed Life President and | am delighted that he
has accepted this appointment, subject to
shareholders’ approval, On John Sik's retirement
David Growve will be eppointed Depuly Chalrman,

After an Initia! strateglc review of the Group's
activities, an ongoing programme ¢f disposals was
deemed necessary and the first stags of this
process was the sale of Tatham Miller Limited and
the assets of Spirel and Duct & Access earlier this
year, Total net cash receints after costs from these
disposals will amount to £3,2m, compared wilh a
ook value of £4.6m, In addition to this shortiall,
there is an aggrepate restatement of goodwill
already wrilten off to reserves of £2.2m, which
appears in the profit and loss account Hut has no
effect on the net asset valua in the Balance Sheet, A
property disposal relating to the above businesses
Is expected to be completed in the cutrent year,

As there are further divesimenis to be made,
the tinancial results for the year under review
classify our continuing businesses as either
retaining or discontinuing. 1 am pleasad to
report that, as lar as the retaining activities
are congcerned, a creditable performance was
achieved in the year to September 1398,

| am pleased to report that, as far as the retaining
activities are concerned, a creditable performance was
achieved in the year to September 1998, whereby
operating profit before exceptionals incteased by 22%
to £4.4m on an increase in sales of 9% to £55.8m,
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whergby operating profit bofore excepticnals
inereased by 22% to £4.4m on an incraase in
sales of 9% to £55.8m,

In rospact of the discontinuing activilies, a pravision
of £1.6m bas been mada for the loss on sale of the
businesses sarmaskad for disposal. Certain
properties hava baan rovalued during the vear,
resulting in a nel delicit chargad to the profit and
loss account of £257,000. At 30th September 1998
the nat assats of the Group were 57.34p per shars.

The overall results for the Group have been severely
affecled by the restruciuring during the year and a
loss alter tax of £2.8m has besn incurred. Howevar,
following the significant changes implemented
during the year, the Board has reviewed the future
prospects and the improvemsni in the Group's
ability 10 generate a positive cash fiow. As a result, a
final dividend of 2,1p per share is proposed, making
4.2p for the Iull year which is the same as fast year,
Despite the changes during the year, earnings at
lhe IIMR level were 3.46p per share {1997 — 3.57p
per share). Operating cash flow was 19.49p per
share (1997 — 14.84p}, which the Board regards as
very acceptable for the year,

Al the beginning of the financlal year, the Group's
gearing was 58% and although there had been a
small reduction to 56.7% at the half year, expendilure
shortly thereafter sent the gearing well above this

« lavel, Plans ware subsequently implemented to

raduce the gearing signiticantly until the cash
generating qualitias of the Group's businesses were
more robusl. At the year end, total net indebtedness
had been raduced to £11.3m (£15.1m at September
1997) representing gearing of 50%.

Since the year end, a Sale and Lease-Back
transaction has been completed In raspect of the
newly buill pramises at Coselay, which accommodate
the Hill & Smith road barrier and galvanising
activilies. These premises have boen sold for £3.85m
which represents 8 small surplus against cost
(£3.8m). Gearing has therefore been reduced by a
further 17%. With improved financial controls and
more focus on retwens On capital employed, | expect
10 806 a continuation of the strong operating cash
flow dwring the current financsal year from our lrading

activities, particutarly as our major capital invesiment
projects are now complete.

The continuing businesses are maintaining the
progress made In the past year and current trading is
in line with the Board's expectations. The discontinuing
activilies are trading at around the break-even level but
market conditions for these businesses remain
uncentain. Following on from the material improvement
in the Group's anticipated cash flow in the current year,
the Board is evaluating selective bolt-on acquisitions (o
further strengthen and develop our core activities. The
Group is approaching a siluation whereby it s not
constrained by high debt and loss-making businesses
and therefore our strategy wili nesd to be fine-uned 8o
thal we have an overall plan for the Group's future
profitable growth and development,

The action taken in 19388 has paved the way for 2
recovery in the Group's prospects and an
enhancement of shareholder valug, subject as always
lo the econcmic environment within which we operate,

Alter 33 years John W Hinks & Co. will be standing
down as our auditors; it is proposed they are replaced
by KPMG Audit Plc. | would like to take this opportunity
to thank them for their efforls on behalf of the Company
and shareholders over three decades.

The Board will convane an Extraordtinary General
Meeting at which you will ba asked 1o vote in favour of
Resolutions authorising the Company to purchase its
own shares, renewing the existing authority of the
Board to aflot shares for cash, amending the Articies of
Assoclation, appointing a life President, amending the
1995 executive share option scheme and adopting a
new axecutive share option schame, The Meeting wil
ba held immeadiately after the conclusion of 1he Annyal
General Meeting and you willfind enclosed with the
Aninyal Report a separate Notice convening the
Meeling together with a fefler from me cxplaining the
proposals,

Finally, | would like to express my thanks 1o alf the
Group’s employees for their hard work and loyal
support during a year of change,

DAVID A, YIINTERBOTTOM

e':/bjy Z -ﬂ'\’_/_—\_)
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Hilt & Smith Holdings PLC

Directors, Advisers and Committees

D.S. WINTERBOTTOM FCA, FCT
Chairman

Davld, aged 62, a Charlered Accountant, joined the
Board on 1st October 1997. He i3 alse Chairman of
CPL Industries Limited, Wightlink Group Limited,
and Daputy Chalrman of T J Hughes PLC.
Additionally, he is Chalrman of a nurmiuer of
institutionally owned companies, and Non-Executive
Director of Electrecomponents PLC, and other
public and private companigs.

JOHN G. SILK LL8. (London)
Non-Executive Director and Depuly Chairmen

John, aged 74, jvined the Board in 1981 and was
Chairmen from 1983 to 1996. He is aiso Deputy
Chairman of Hampeon Industries PLC and tha
Senior Partner of Silks, Solicitors, He is Chairman of
the Pansion Fund Trustees,

D.L. GROVE BA, FCA.
Acting Chief Executive

David, aged 50, joined the Board on 20th March
1998. He is a charlered accountant and Chalrman
of a number of private companias involving steel,
plastics and consumor producis. He is a Penglon
Fund Trustee.

Registerad Ollico
Springvale Industrial and Business Park, Bilston,
West Midlands, WV14 0QL

Advisers

Begslrarg

Computershare Services PLC,

Caxton House, Redcliffe Way, Bristol, BS99 7NH

Auchiors,
Joha W, Hinks & Co.,
Smethwick, West Midlands, B67 70H

Bankers

Midland Bank plc,

Willenhall, West Midlands, WV13 2AF
Barclays Bank PLC,

Dudiey, West Mictands, DY1 1PP
Credit Lyonnais,

London, EC2A 2JP

Solicdorg

Sitks,

Otdbury, West Midlands, 869 4£2
SLOLY DO s

Albent E Sharp Securities,
Birmmngham, B84 8ES




Annual Report and Accounls 1998

H.C. EVERETT 8.8¢., C.A
Group Financial Director and Company Searetary

Howard is 54, and joined the Group from Rapid
Metal Developments Limited, an R.M. Douglas PLC
subsidiary, In 1990, He speaks French and the
Scandinavian languages. He is a Pension Fund
Trustee,

S.H.UA, KNOTTBA. (Econ)
Non-Executive Director

Shnon, aged 67, was responsible for the flotation of
Hill & Smith in 1969 and joined the Board in 1981,
Ha is & Non-Execulive Diractor of other PLCs
Including Rights & Issues I.T, PLC, of which he is
Chairman, He Is a Pension Fund Trustee.

R.E. RICHARDSON
Non-Executive Direclor

Dick, aged 59, was Chairman and Chie{ Exgculive
of Graystone PLC from 1992 to 1997, and was
previouely Daputy Chalrman and Managing Dirgctor
of Goring Kerr PLC and Managing Director of Tace
PLC. He is a Mechanical and Electricat Engineor,
and was appointed Non-Executive in May 1997,

Audil Commitlee
Massrs Silk {Chalrman), Winterbottom,
Knott and Richardson

Roemuneration Committee
Maessrs Silk (Chalrman), Winterboltom,
Knolt and Richardson

Executive Commillec
D.L. Grova (Acting Chief Executive)

H.C Everett (Financial Direcior and Company Secrotary)

AJ. Pensomn
R.W. Simpson
D, Muir

Company Number
671474
Incorporated in England and Wates
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Hilt & Smib Holdings PLG

Operations and Financial Review

With the above disposals and the amalgamation
of our other business units in our large portfolio,
we have now reduced the number of profit

ceniresto 9. ..

In March | was initially appointed to the Board to
spearhead a sirategic review of the Group's
operations and this was followed in June 1998 with
my dppointment as Acting Chlet Executive. My brief
was o implemeont a reorganisation and streamline
tha Group's aclivities as agreed with the Board, Al
tha tima the Group had a turnover approaching
£80m par annum which was spread across 15 profit
centres. The Group was dissipating its managerial
and financial resources over 0o wide a spectrum
and was operating In areas where it has no

significant market position or unique selling features.

Tha ovarall effect of this was that the financial

refurns were inadequate and our gearing of nearly
70% was causing concern,

Alrpact baggago hendling toliay in ¢
by Hill & Smith,

# L. 4

{04l galvanicad

Curing the yaar, thres busingss unils ware disposed
of. Duct & Access Covers Limited and Spirel S.A,
were both foss making andg had no criticat mass or
niche market features. Tatham Miller Limited,
although profitable, needed 1o have a wider
distribution network in order to take full advantage of
the economles of scale. Therefore, we disinvested.

With the above disposals and the amalgamation of
our olheor business unilg in our farge portiolio, we
have now reduced the number of profit centres o 9
and a furthar reduction can be anticipated in 1899,
Following these changes, the divislonal structure
was deemad inappiopriata and therefore this has
been dismantied with all operating Managing
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Directors now reporting direct 1o the Chief
Executive. | would like 1o report on the individual
operating unils as follows,

Hilt & Smith Limited performed vary well during the

year with turnover from ils traditional market up 12%
. and profits ahead of 1ast year, During the year, the
: company relocated from its old Brierley Hil! tactory
lo a purpose-built facility at Gilston near
Wolverhampton. The annual size of the crash barrier
market is malnly determined by government
spanding. The government has recently published
its latest policy document *A New Deal for Trunk
Reads in England and Wales™ in which a {further
reduction in tha new roads programme was
outlined, This negative factor will be partiy
compensated by increased spending on the
maintenance of current roads and further spending

killed on roads in the UK with refated injuries
totalling 323,945, Hill & Smith Limited Intend to
dovalop and introduce more products into tha
market lo further improve road safety in the future.

Assat inlernational Limited's now managemenl team

have turned the company round from the loss-
making siluation in 1997. Suilable progress was
made during the year in increasing operating

on salely improvements. In 1997, 3,539 people were

marging and cash flow managemsni. We are
continuing to invast in the Weholite plastic pipe
activity and sales increased by 150% in 1988 due 1t
the use of this product by several water companies
in their own capital sewerage schemes and other
infrastructure developments in both the public and
private sectors. During the year, we supplied the
largest diameter plastic pipe sea outfall ever built in
the UK for the North of Scoliand Water PFi Scheme,
Asset's Scottish and Irish depots continue lo
mpke progress.

. i
Pedositian underpats in Caimanhign Lonnactiag residondial
arga with supersionn. Mulielale suppbed by Asse! with anlis
oralits pant sysiem
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Hiti & Smith Holdings PLC
Operations and Finan

cial Review

A considerable investment has been made in
the Group’s galvanising facilities in 1296 and

1997.

In ordar 10 reduce aperating costs and co-ordinate
our production, markating and product development
resourcos, the Asset end Hill & Smith operations
ware combined under one management team after
the year end. This unit bacomes the largest profit
cenlra in our Group representing 30% of the Group's
urnover,

The operations at Birtloy Building Products Limited
and Bainbridge Engineering Limited have also teen
combined for similar reasons to the above.
Balnbridge barely broke even during the year and
management changas have taken place, thus
taving only tne production unit at Bury, with all
other functions being organised at the Birliey site, At
Birtlay, sales and profits dsclined during the year
mainly as a resuit of flat demand and increased

Rnlets ars
designed for uso in a wide varioty of

Birtiey range:

compaetition in the margin-sensitive lintels market,
Further management changes and rationalisalion
improvements are being implemented together with
initiatives o reduce capita! employed,

At Varley & Gulliver Limited it is pleasing to report
that both sales and profits are ahead of the previous
year with a particularly strong performance in the
last quarter resulting from waik related to the new
A1/M1 link road,

Pipe Supports Limited continues to develop its
presence in the global market for the dosign and
supply of pipe support systems and instaliations for
maijor capital projects such as power stations on a
world-wide basis. Sales were ahead of last year by
15% although profits declined becausa of high
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exporis and the problerns of a strong pound plus a
large loss on one major contract, As a business of
this type expands, svstems need % be more robust
and action Is being taken in this area. Further
opportunities exist for the development of this
business as a global supplicr, particularly in South-
East Asla and tho USA.

W.H, Barker & Son (Engineers) Limited had a
disappointing year with protits declining on an
increased turnover. The main reason for this shortfall
was margin pressure in the palisade fencing market
whereas our new products made sore progress.

A considerable investment has been mada in the
Group's galvanising facilities in 1996 and 1997. In

Residontial door and canopies manulaciured
by Baintwidge Engineering.

| A (a5 g

Garage doots supplied by Birtkay.

the current year our throughput ingreased by 15% to
57,000 tonnes and capacily is available to expand
this voluma further, although the external galvanising
market is currently showing a slowdown in ling with
general economic activity.

The steel stockholding companles had a difficult
year. D & J {Steels) Limited managed t increase
market share against falling volumes in the forging
market but Its profils tell against last year. Tipton
Stael Stockholdars Limitad fell into heavy fosses
because of the surplus of steel plate and the
rasultant collapse in prices together with a fall in
demand from our tradilional englneering customars.
Badly timed forward purchasing in 1897
exacerbated this problem. A major de-stocking

Alurioium Sign Gantry supplicd and inslaed b,
Varley and Guhiver,




FRI & Smith Haldings PLC

Operations and Financial Review

Cash inflow before financing was £3,851,000,
compared with an outflow last year of

£3,799,000.

10

exercise has been carried out and our stock will be
at a sensible level by the end of the calendar
year 1398,

The lorging buginass also had a difficull yaar with a
fall in demand from our major customers and
increased price competition for new business.
Significant costs have been eliminated by reducing
our gperation to a single shift and further
rationalisation measures between our two sites are
baing examined. The drop lorging market is
currently in some difficulty and fusther rationalisation
across tha market Is no doubt required In fulure,

In the recent past the returns on capitel employed of

our business units and their ability to generate cash

|
{
o
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have been inadequals, The current management
teams are well awaro of whal is expected In order to
deliver improved overall retuzns, We have the
chatlange of some exciting now dovalopmonts In the
Group as well as the problems of how to achleve
the best returns from some of our commodity
progucts and supplies into deglining markets,

Results

Trading resulls for the year show operating profit at
£3,628,000 compared with £2,658,000 in 1997, Of
this peofil, £4,208,000 (1997 — £1,997,000) is Gue
to conlinuing retaining activities. Substantial
provisions for losses on disposal and actual losses
on disposal result in a loss before interest of
£1,022,000 (1997 — £2,298,000 profit),

ove: HOPUF

a8 pari of & joind paciarshio by Pice Supoorts
Linitod.

Lot Constent efflo- supports and E54i.55de
bearing Lo Pipe Sunports
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Cash

Qur approach lo cash management was reviewed
during the year and new requirements and controls
have been put in place, During the year lhe
operating cash flow per share improved to 19.5p
(1997 — 14.8p). The operating profit was
£3,628,000 (1997 — £2,698,000) and cperating
cash flow was £7,703,000 {1997 — £5,858,000).
Cash inflow bafore financing was £3,851,000,
compared with an outfiow last year of £3,799,000.
As part of this cash-conseious approach the levet of
stock has been reduced to £9,614,000 at the year
end (1997 — £14,564,000). This reduction of
£4,950,000 included £2,086,000 from activities
disposed of during the year whereas £2,864,000
relaied 10 businesses held at both year ends,

Gearing

At the year end our total borrowings amounted to
£11,255,000 {1997 — £15,140,000) which
rapresents gearing of 50% (1997 — 58%). Follawing
the year end, a sale for £3,850,000 and leaseback
of the newly constructed premises at Bilston for Hill
& Smith Limited has resullad in & further substlantial
fall in our gearing.

oy .
tive fencing from Barker
In use tound the Mary Rose,
Potismouth ang abeve, King
Goorge Patk, Loadon,

Batance Sheeot

Following the disposals, provisions made, and an
overall loss for the year, the net assel per share has
declined to 57.34p (1997 — 68.14p).

Taxation

The taxation charge curing the year was £378,000
(1997 — £205,000). ILis lo be expected that the
charge will rise: in future as the impact of our
disposal of toss-making activities takes effect.

Dividend

A final dividend of 2,1p (1997 - 2,1p) is propossd
1o be pald on 7th April 1999. The total dividend
payable tor the year will cost £1,661,000 (1997 —
£1.658,000) which is covered by operational cash
flow of £7,703,000 (1997 — £5,858,000).

D.l. GROVE
Acting Chief Executive
9th December 1998

41
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Hit & Smith Holdingz PLC

Report of the Direciors

Tha Directors present their 38th annual report
together with the financial statements for the year
ended 30th September 1998.

Trading results

The Group loss for the year, before taxation,
amounted to £2.466m compared with a profit of
£1.216m for the previous yoar. This figure is arrived
at afler substantial losses on sale and provisions for
losses on sala of operations.

Principat actlvities
The principal activitias of the Group companies are:

Galvanising services,

Stee! lintels, garaga doors and anciltary building
products.

Molorway barrier, bridge parapet, security and all
other types of steel fencing.

Stee! and plastic drainage pipes, tunnel end
culvert structures.

Stael stockholding.
Pipe suppoftis,
Drop and upset forging.

The Chalrraan's Statement on page 2 and 3and the
Operafions and Financlal Raview on pages 6 to 11
contain a review of the trading for the year, a
statarent as to the cument trading position and an
indication of the outlook for the futura,

Fixed nasoels

The Direciors have reduced the value of certain of
the Group's properties, to refiect thelr opinlon of
current markat conditions.

Dividends

The Directors recommend & final dividend of 2.10p
per share to be paid, making the total distribution for
{he year 4,20p per share (1997 — 4.20p per share).

Share capital
Particulars of changes in share capital are set cut in
Note 16 to the financial statemants.

Employeos

Group polley Is to encourage employess 1o become
shareholders in the Company and all employees
with at least six months' continuous service gualify
for invitattons to join the 1995 Savings Related Share
Option Schems.

The Group has a consistent policy whith ensures
equal consideration to appiications for employment
from any persons including disebled persons. The
sarme equal consideration for training and career
davslepment is maintainad within the Group,

Diractors and Dircctore’ intorests

The names and biographical details of the Direcfors
holding office at the date of this report are showm on
pagas 4 and 5. In addition, Mr M.E, Sara served as

a Director of the Company until 9th June 1898 and
Messrs A, Pensom and R.W, Simpson until
30th September 1998,

Mr D.L. Grove was appointed to the Board on

20th March 1998. As he was appointed tn the Board
sinca the date of the last Annual General Masting, he
relires in accordance with the Company's Articles of
Association and a Rasolution proposing his election
will be submitted at the Annual General Meating.

The Directors retiring by rotation are Mr H.C, Everett
and Mr S.H.J.A. Knott who, being eligible, offer
themselves for ra-election, Mr Evarett has a service
contract with the Comparry, delails of which are
contained in the Report of the Remunaration
Committee, Mr Knott, being a non-execulive
Director, does hot have a service conlract,

The interasts of the Directors In office at tho yoar
end and their families in the ordinary shares of lhe
Company according to the register requied to ba
kapt by tha Companles Act 1985, and thalr options,
are disclosed in note 21 to the financial slatements.

The Directors and their famdlies have no interest in the
14 per cent first mortgage dabenture stock 2000/2003,

Except as disclosed in Note 21 to the financial
statements, no Director had any interest in any
material contract or arrangema:t In ralation to the
business of the Company or any of its subsidiaries
during the year.

The Company has purchased and maintainad
insurance to cover its Directors and Officers against
labllities in relation to thelr duties to the Company.

Corporate Govemance

The Board Is pleased to report that the Company
complies with the Code of Bast Praclice {"the
Code") incorporated in the Report of the Commitiee
on the Financlal Aspects of Comorata Govemance,
and has done so in all malerial respects throughout
the year, As reported in Note 21 to the financial
statements, Mr John G, Slikis a partner In a firm
which advises the Group. The Board is of the opinion,
however, that this refationship does nol materiaily
Interfere with the exercisa of his independent
judgamant with 1egard o the affairs of the Group,

Board Committees

The Board has established an Audit Commiltee and
a Remunaration Committes.

‘The Board of Directors, presently comprising the
Chairman, the Acting Chief Execitive, one executive
Director and ttwee non-execuliva Dirediors, méots at
least nine times a year and has a fist of mattars
specifically reserved for its docision.

The Audit Cornrriltien meats od loadt Uves tmos d yoar
and comprisas the non-axecufive Directors, vith vnitien
terrns of reference, Moetings may also be sfiended by
the Acting Chief Exacuive and Fnance Diréclor, and
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the Company's auditors are normally invited.,

Tha Remuneration Committee comprises the non-
executive Directors and meste as and when required.
it is responsible for determining the remuneration
packages of tha executive Directors and for advising
on remuneration policy for senior executives. In
addition, it also administers the 1997 Executive Share
Option Schomo. A report by the Remuneration
Committes is sot out on pages 16 {0 18.

Executive Committeo

The Executive Committee moets at least six times a
year and comprises three senior Diractors from
subsidiary companies, the Financial Director and ls
chaired by ths Chief Executive, Its role is 1o assist
the Chief Executive and to advisa the Board on day-
to-day executive matters,

Non-axecutivo Directors

The Company has experienced non-executive
Directors who teprasent a source of strong
independent advice and judgement,

The remuneration of non-executive Directors Is set
by the Board in line with market levels,

Internal Financlal Control

The Board of Directors has overall responsibility for
the Group’s system of internal financial control. In
order (o discharge thal responsibility in a manner
which ansures compliance with laws and regulations
and promotes elfeclive £nd efficiant operations, the
Directors have established an organisational
structure with clear operating procedures, lines of
rasponsibility, and delagated authority.

In pasticular, thare are clear pracedures for:

— capital investment, with detailed appraisal,
authorisation and post-investment review;

— financial reporting, within a comprehensive
financial planning and accounting framework;

— manitoring of business risks, with key risks {dentified
and reported to the Board and Audit Commiitiee.

There are also clear procedures for monitoring the
system of internal financial conlrol, supplemented
by reports from the external auditors.

The Board has reviewed the effectivanass of the
system of internal financial control in opesation
during the financial year thvough the monitoring
process s&t out in the above paragraph, It must be
racognised that such a system can pravide only
reasonable and nol absolule agsufance and in that
context, the review revealed nothing which, in the
opinion of the Board, indicated that the systom was
inappropriale or unsatisfactory.

Going Concern
The Directors are satisfied thaf the Group fs a
going ¢ancern. In forming this view. the

Directors have reviewed current internal
tinanclal projections and the {acilities available
to meet the Group's cash requirements.

Year 2060 Zomplianco

Each individual subsidiary, under the control of the
finance diractor, has been reviewing this tssue, Each
subsidiary is at present completing a datailed
survey which includes contacting the suppliers
andjor manufacturers of equipmeant and providers of
services to establish whether the equipment is year
2000 comptliant. The Board will review the results of
the survey and take action where necessary. Costs
to date amount to £43,000 and currently fulure costs
are expected to be £112,000.

Given the complaxity of ths problemy, it is not
possible for any orgenisation to guaraniee thal no
Year 2000 problems will rernain, bocausa at least
soma level of lailure may stil! cocur.

Danations
Charitable donations amounting to £1,883 wers
made in the year,

There ware no political contributions.

Suppticr paymont policy

Individual operating companies within the Group

are responsible for establishing appropriate policios
with regard to the payment of thair suppfiers. The
companies agree terms and condilions under which
business tranractions with suppliers are conducted.
The Group doas not foliow any code or standard on
payment practico but it is the Group's policy thal,
provided a supplier is complying with the relevant
terms and conditions, including the prompt and
complate submission of ail specified documeantation,
payment will be made In accordance with agreoed
terms. I{ is Group policy to ensure that suppliers
know the terms on which payment will take place
when business is agreed, The average credit period
is 74 days {1987 — 74 days), The Holding
Company doas not have trade credilers.

Company status

The close company provisions of the Income and
Corporation Taxes Act 1888 do not apply 1o tha
Compary and there has been no change in this
respact since tha end of the financial year,

Auditors

Messrs John W, Hinks & Co. will niod bé seaking
reappointment as audilors of the Company, The
Company hag received notice that a Resolution to
appoint KPMG Audit Pic a¢ auditor of tha Comgany
is fo be proposad al the Annual General Mesling,

By order of tha Bowrd
H.C. EVERETT

Secretary : 5")‘(

dih Docamber 1038
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Hil & Smith Holdings PLC
Other Information

{nterests of Directors

and substantial shareholdars

Dirsctors acquirad the fotlowing ordinary shares in
the Company, between 30th September 1998 and
29th January 1999,

Date of No. of

acquisition shares

S.HJ.A. Knott 14,12.98 10,0G0
H.C. Everatt 10.12.98 3,225
H.C. Everstt 11.12.98 19,712
D. Grovq 15.01.85 100,000

The Company has baen nolified of the following
substantlal sharsholdings on 29th January 1999,

Ordinary % of issucd
shares share capital

G. Hampson Silk

4,100,636 10.4
P.J. Hampson Silkk 4,100,638 10.4
Managed by:
Friends Provident Asset.
Managsment Group 1,867,510 4.7
Britannic 1,550,000 39

Close Investmant
1897 Fund 7,376,733 18.6

Ol G. Hampson Silk's ordinary shares, 3,316,427 are
either registered in his own name or his wife's name.
Of the remaining ordinary shares, 730,876 aro
registered in the name of a private imitad company
of which ha is a Director and in which he has coniro!
of more than one-third of the vating power at
general meelings of that company and 53,333 are
held in a discrationary trust of which ha is a rustea,

Of P.J. Hampson Silk's ordinary shares, 3,316,428
are elther registered in his own name or his wife's
nama. Of the remalning ordinary shares, 730,876
are registered In the name of a privatg limited
company of which he is a Director and in which he
has control of mere than one-third of the voting
power at general meelings of that company and
53,333 are held in a discretionary trust of which he
is a trusteo,

As far as the Directors are aware, there were no
ather notitiabls shareholdings according to the
Company's share register on 29th January 1939,

Statement of Rirectors’ Responsibilities

The Directors are required by company law to
prepare tinancial statements which give a true ang
{air view of the state of affairs of the Company and
the Group at the end of the tinancial year and of the
protit of the Company and the Group for that year.
The financial statemenis must be prepared in
compliance with the required formats and
disclosures of the Companies Act 1985 and with
applicable accounting standards, In addition, the
UIaclors are fequres;

i) o select suilable accounting policies and then
apply thom consistentlv:

1} 1O make udgements and eshimates that are
reasonasle ana prusent:

iliy 1o prepare the financial statements on a going
concern basis unlass i 13 inappropriate 1o

presume that tne Comparny will continua in
business.

The Directors confirm that the financlal statements
comply with tha above requiremants, and that
applicabte accounting standards have been
followed,

The Directors are also resoonsible for maintaining
adequate accounting records so as 1o eciabie them
1o ensure that the financiaf statements comply with
the raquiroments of the Companies Ac{ 1088, (ot
safeguarding the assets of the Campany, and for
nreventing and detecting fraud and dthes
wreguiares,
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Arnual Report and Accounts 1998
Report of the Auditors

to the Members of Hill & Smith Ho!dings PLC

We have audited the finangial statemants on pages
19 to 36 which have been prepared under the
hislorical cost canvantion as modilied by the
rovaluation of certein fixed assets and the
accounting policias set out on page 24.

Respective rosponsibilities

of Directors and auditors

As described on page 14, the Company's Directors
are rasponsible for the preparation of financial
statements. it is our respensibtiity to form an
independent opinfon, basad on our audit, on these
financial statements and to report our opinion 10 you.

Basis of opinlon ,

We conducted our audit in accordance with
Audiling Standards issuad by the Auditing Practices
Board. An audit includes examination, on a test
basis, of evidence rélevant to the amounts and
disclosures in the financial statements. it elso
Includes an agsessmant of the significant estimatos
and judgements made by the Direclors in the
preparation of the financial statements, and of
whether the accounting policies are appropriate to
the Company's circumstances, consistently applied
and adequately disclosed,

Wa planned and performed our audlt so as to obtain
all the information and explanations which we
considered necsssary in order to provide us with
sufficient evidence to glve raasonable assurance
that the financial slaternents are fres from matarial
misstaternent, whather caused by Iraud or other
irregularity or error. in forming our opinion we also
evaluated the overall adequacy of the presentation
of information in the financial statements,

Opinfon

In cur opinion the financial statements give a true and
{alr view of tha state of atfairs of the Company and the
Group at 30th September 1998 and of the loss for the
year then ended and have been propery prepared in
accordancs with the Companles Act

John W. Hinks & Co,
Chartered Accountants and
Ragisterad Auditor

UK 200 Group Member Firm
Church House,

5-14 South Road,
Smethwick,

Wes!t Midlands,

B67 76H

9th December 1998

Report of the Auditors to Hill & Smith Holdings PLC
on Corporate Governance Natters

In addition 10 our audit of the financicl stetements, we
have reviewed the Direclors’ stalements on pages 12
and 13 concerning the Company's compliance with
the paragraphs of the Cadbury Code of Best Practice
spacified for our review by the London Stock
Exchange and their adoption of the going concarn
basls in preparing the financist statements. The
objective of our review is to draw attention to any non-
compliance with the Seplember 1997 Listing Rules
12.43{}) and 12.43(v).

Basis of cpinfon

We carried out ouf review in accordance wilh
guldance issued by tha Auditing Praclices Board.
That guidance doas not requite us to parform the
additional work necessary 1o, and we do not, express
any opinion on the effectivenass of either the Group's
system of internal finascial control or its Corporale
governance pr.sedures nor on the abifity of the Group
or Company 1o continue in operational existence.

Opinion
With respoct to the Directors” statemant on intarnal
financial control and going concern on pages 12 and

13, In our opinion the Direclors have provided the
disclosures required by the Listing Rules relerred to
above and such stalements are not Inconsistent with
the information of which we are aware from our audit
work on the financial statemnents,

Based on enquiry of certain Directors and officers of
the Company, and examination of relevart
documents, in our opinion the Direclors' statements
on pages 12 and 13 appropriately reflact the
Company’s compliance with the okl as
Code specified for our review b
Listing Rule 12.43(j).

John W. Hinks & Co.
Chartered Accountants and
Registered Auditor

UK 200 Group Member Firm
Church House,

5-14 South Road,
Smzthwick,

West Midlands,

B67 7BH

8th December 1958
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Hill & Smith Holdings PLC

Report of the Remuneratieon Committee

The Remuneration Committee

Tho Remuneration Committee comprises all the non-
executive Directors of the Company and is chaired
by Mr John G, Silk. 1t is responsible for determining
all aspects of the remuneration packages of
axeculiva Dirsctors and key senior exaculives, The
members of the Committee have no personat
financial interest, other than as sharsholders, in the
matters to be decided, no potential conflicts of
interest arising from eross-directorships and no day-
to-day Involvamant in running the business.

Complianco

The Remunaration Commitiee has complied
thraughout the perlod with Saction A of the Bast
Practice Provisions atlached to the September 1997
Listing Rules of the London Stock Exchange and, in
framing its remuneration policy, has given full
consideration lo Saction B thereto. The Auditors’
Report on the Financial Statements set aut on page
15 confirms hat the scope of their Report covers
the disclosures containad in this Report that are
specified for audit by the London Stock Exchange.

Remuneration Policy

The basic object of the policy of the Remuneration
Committee Is to ensure that the remuneration
packages offered are designed 1o attract and retain
executive Directors and key senior executives of the
right calibre and motivate them to make the
maximum possible contribution to the Group. The
remuneration packages consist of a basic salary
and certain benefits in kind, performance related
cash bonuses, share options and pension benefits.

Basle salary and beneflts In kind

Basic salaries are determined by the Ramuneration
Committee, laking into account the performance of
each individual and the rates of salary for similar
positions in comparable companies. The salaries
are reviewed annually as at 1st October or when a
change of responsibilities occcurs, Benefits in kind
provided are in the main a company car and fuel
and private heallh cara insurance.

Performaince related cash bonuses

Curcently, there are two performance rolated cash
bonus schemes in operation for the Graup Finance
Director, H.C. Evereit, and for key senior executives,
These two Schemas do not apply 1o tha aclingg Chiel
Executive, D.L. Grove, but are intended to be par of

the remuneralion package of the new Chief
Executive when appointad.

Under the firsl bonus scheme a cash bonus
expressed in terms of a percentage of basic safary
is awarded annually on the achiovement of spacific
financial and other targels set at the beginning of
each linancial year by the Remuneration Committee
and the maximum bonus under this schoma is
capped at 40 per cent of basic satary,

The second scheme Is based upon remunerating
the executive résponsible for the return on capital
employed in the business unit which he controls.
The Remuneration Commitiee specifies in
percentage terms the returns on capital employed

. which should be achiaved In each year of a two

year period. If those returns are achieved, the
Exaculive will al the end of the second year of the
two year period be awarded a cash bonus equal to
10 per cent of the difference in amount botween the
total of the profits belore interest and tax and the
spacified returns on capital employed for the two
year period. The bonus under this schema is
capped at 30 per cent of the basic salary recelved
by the Executive in the second year,

O.L. Grove's services as a Director are provided by
Grove Industries Limited (*GIL"), a company
coniroiled by D.L. Grove, and under the agreement
betwoen the Company and Gl providing for his
services the Company, in addition to paying an
annual fee to GIL for such services, may be liable 1o
pay GiL an annual bonusfraward linked to any
increase in the Group operating profit {as thereln
defined) in accordance with a formuta set out in the
agreement. That bonusfreward is capped at 112
times the annual fee,

Share options

In March 1985 the Company, in general meeting,
adopled two share option schemeas under which
options can be granled to executive Directors and
senior executives, the one scheme baing knovm as
The Hifl & Smith Holdings 1985 Executive Share
Option Schema (“he 1995 Execufive Share Option
Scheme”) and the other as the Hill & Smilh Holdinga
1995 Savings Refated Share Option Schema {"the
1995 Savings Refafed Shard Option Scheme), Botf
these schemes are infand Revenue approved
schemes,

Under the 1935 Executive Share Oplion Scherma,
vhich is agministered by the Remuneration
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Commiltee, options can only be granted at market
valus, are subject to specified parfo:mance criterla
and can only be exercised between 3 and 10 years
after the date granted if such criteria are met. The
parlormanca crileria currently set by the
Remunaration Committes are that oplions may only
be exarcised it the growth it earnings per share of
the Company calculated on an HMR basis over a

3 year period is not tess than the increase in the
Relail Price Index plus 6 per cent over the same
period. Options were granted under this Scheme on
that basis in February 1996.

The rules of the scheme provide that as at the date
any option is granted to an individual under the
scheme, the market value of that option and of all
subsiating options under the scheme and any other
approved execulive share option scheme within the
10 years prior to that date ghall not excead four
times his then yearly remuneration. However, the
Finance Act 1996 has enacted that for a scheme
such as this to retaln its Inland Revenue approved
status the total market value of such options shall
riot exceed £30,000, thus restricling considerably
the number of optlons which now may be granted to
any individual under this schems,

In granting options under this scheme the
Remuneration Committee has followad the practice
adopled by the Company when granting options
under a simifar previous scheme in that the number
of options awarded to an individual has reflected the
salary grade of that individual.

The 1995 Savings Related Share Option Scheme Is
open o all employees, including executive
Directors, who have completed 6 monihs'
confinuous service, Under this scheme the
Company ¢an, i it thinks fit, grant options at a price
up to 20 per cent below the market price. Options
under this scheme at 20 per cenl below the market
price were granted in February 1997 and con

15th Dacember 1998 further options under the
scheme will be offered at market price.

H.C. Everett is the only Director holding options

granted by the company and delails of those
options are set out in note 21 on page 34.

Executive Directors’ pention entitiement
The exacutive Directors, other than DL, Grove,
parlicipate in the Hil & Smith Group Pansion and

Assurangs Scheme which provides pensions and
other benefils within the Intand Revenus limits, The
scheme provides them, at normal retiremant age,
65, with a pension of two-thirds of their fingt
pensionabtie salary, subjec! to completion of a
sufficient number of vears service. In accordance
with poticy formulated many years ago, pensionable
salery includes an annual performance related
bonus. The Remuneration Commiltes Is of the
opinion that as such bonus forms an integral part of
an executive Director's overall package, it is
appropriate (07 it to continue to be pensionable.
Dependants of executive Direclors are eligible for a
pension of two-thirds of the pension entitlerneant and
the payment of a lump sum in the event of the death
of the Director whilst in service,

Sorvico Ajroemonts

The service agreement of H.C. Evarett with the
Compary provides that efther party to the
agreement may delermine the sama on giving to the
other not less than 24 months' prior notice in writing
but after discussions between H.C. Everett and the
Company the period of notice has been varied by
dsed of variation. Under tha lerms of the deed of
variation the service agreement may be terminated
by H.C. Everelt on giving rot less than 8 months'
notice and by the Company on giving not less than
12 months' notice unless such notica s given in the
12 months immediately foliowing a Change In
control {as that expression is therein defined) of the
Company in which case the nofice 1o be given by
the Company must be not less than 18 manths. On
termination of tha service agreement by tha
Company H.C. Everett is under a duty to mitigate
any loss unless the notice terminaling the service
agreement is given by the Company within 12
months following a Change in Controf,

D.L. Grove does not have a service agreement with
the Company but the agreement under which the
Company pays GiL for his services can be
terminated by either the Company or GIL by 3
rmonths” nolico,

Hon-Executive Diractors
Non-executive Direclors do not have servico
agresments with the Company and raceiva fees for

their services. Thase fees are decided by the Board
a8 a whole ani reviewdd annualfy,

17
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Hilt & Smith Holdings PLC

Report of the Remuneration Committee

Direclore’ Remunoration Dotalls — Year ended 30th Saptember 1898
The remuneration in rospect of each Director for the year ended 30th September 1998 was as follows:

Foos/ Performance Compensation Total for Total for
Salary Benefits related bonus for loss of office 1998 1997
£000 £000 £000 £000 £000 000
Chalrman:
(Non-executive)
D.S. Winterboltorn 30 —_ — _ 30 —_
Exeocutive:
M.E. Sara* 57 6 — 122 185 99
D.L. Grovet 32 —_ — — 39 —
H.C. Everett 55 9 5 — 69 60
AJ. Pensomi 65 5 1 — 71 69
R.W. Simpsong: 65 6 15 — 86 69
Non-executivo:
John G. 8ilk 21 —_ — —am 21 21
S.H.J.A. Knott 15 — —_ —_ 15 14
R. E. Richardson 15 — — — 15 6
362 26 21 122 531 338

" M.E. Sara (the former Chief Executive) ceased to be employed by the Company on &h June 1528 and on
his resigndtion as a Director the Company paid to himr £122,000, before deduction of income tax, as
compensation for termination of his employment.

1 D.L. Grove was appainted to the Board as Development Director on 20th March 1998 but on the resignation
of M.E. Sara on 9th Juna 1998 tcok on the role of acting Chief Executive pending the appointment of a new
Chief Executive. The Company has an agreement with Grove Industries Limited, a company controtied by
D.L. Grove, for the provision of his services as a Director under which feas for such sarvicas and an annual
bonusireward calculated as tharein mentioned are payable to Grove Industries Limited,

1 Both AJ. Pensom and R.W. Simpson retired from the Board on 30th September 1998 but continus to be
employed as kay senior executives within the Group.

Directors’ pensions
Panslon benefils earned by tha Direstors

Age at Directors Increase in accrued Accumuleted total accrued

yearend  contributions inyear pension dufing the year pension al year end

£000 £000 £000

M.E Sara 57 3 2 41

M.C. Evereft 54 2 2 15

A, Pensom 47 3 4 18

A.W. Simpson 57 3 3 16
Notes to pension benefils

1. The pension entitlernent is that which would be paid annually on refirement based on senvce to the year end,

2. The increase in accrued pension during tho vear excludes any increasa for inflation.

3. The Ditectors' contributions afe the contributions paid in the year by the irectors under the ferms of the
schemnw, -

4. The pensions shawn above are subject to a guaranteed annual incre:ase of 3%.

§. The pension entitlemerd of M. £, Sara at his age on 9th June 1938, the dale he ceased 1o be employed by the
Company, was £31,170 p.a. and tha Company n pension frusteat mado provision for his pension o ba
£41,310 p.a. with immediate effect.

JOHN A, SILK
Chaiman, Ramur.eration Commitiea
Oth Decembor 1998
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Consolidated Profit and Loss Account
[}
1
for the yoar ended 30th Scptember 1938
. 1908 1898 1988 1068 1097
N Continuing
: DIs- Dis. Totaf
Rotaining continuing continuet Total Restated
Noles £000 £000 £000 £S00 £000
Turnover 1 £5,8611 12,011 8,675 76,497 81,281
Cost ¢! sales 2a {39,742) {10,475} {6,396) (56,613) (60,845)
. aross profit 16,069 1,536 2,279 19,604 20,436
G Distribution cost 2a (2,268 {455) (771)  (3.494) (3.6681)
! Administrative expenses 2a {9,593} {1,296} {1,873) (12,762) (14,077)
. Operating profit/{loss):
; oxcluding exceptional items 2a 4428 {215) {365) 3,848 4,339
: axceptional ftems 2b (220) - - (220) (1,641
4,208 {215) (355) 3,628 2,698
' Profit on sale of property 2¢ 153 - — 153 —_
Pravision for loss on sale of
. operationsfloss on sale of operalions
i Based on book value of
net assets 2d — {1,588) (1,428) {3,018} {400)
H Less 1997 provision — — 400 400 —
i {1,588) (1,028} (2,616} (400)
i Retated goodwil - - (2,187)  (2,187) -
' Loss on sale -— {1,588) {3,215) (4,803) (400)
{Loss)/profit on ordinary
activilios baforo inlorost 4,361 {1,803} {3,580) {1,022) 2208
Net interest payable 4 (1,444) {1.082)
{Losskprofit on ordinary
activities before tax {2,466) 1.218
Taxation 5 (a79) {2054
{Loss)profit for the
flnancia! year (2,844} 1.011
Dividends 6 (1,861) {1,658)
{Losc) for tho year 17 {4,50%) {847} i |
{Losslaarnings per share
~FRS3 7 . {7.20p) 256p ';
— MR 7 3.46p 3570 f
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Hill & Smith Holdings PLC
Consolidated Balance Sheet
1
as at 30th Scptember 1998
1604 197
Notes £000 £000
Tanglble fixed assets 8 24,093 25,787
Current assels
Property held for realisation 9 460 645
Slocks 10 9,614 14,564
Debtors 11 18,739 20,250
Cash at bank and In hand 23 10
22,826 35,469
Croditors (smounts dus within one year) 12 {23,105) (26,978)
Not curront assets 5,731 8,491
Totzl assels less current liabilitles 29,024 34,248
Creditors (amounts due after ona year) 12 {5,245) (6,785}
Provistons for Habliitles and chargos 14 {1,801} (1.211)
Accruals and deferred income 15 (e5) (140}
Not acsats 22,683 26,112
Capital and roserves
Called up share capital 16 9,690 9,869
Shara premtum 17a 133 108
Revaluation reserves 170 2,290 3,509
Profit and loss account 17¢ 10,370 12,626
Equity sharcholders’ funds 22,603 28,112
i Net assals per share 57.34p 66.14p

These financial statements were approved by the Board on 9th December 1938 and signed on its behalf by:

D.S. WINTERBOTTOM
O.L. GROVE
Directors
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Consolidated CGash Fiow Statoment

for the year anded 30th Septembor 1958

1998 1997

Notes £000 £000 £000 £000
Net cnsh inflow froimm operating
activitios i 7,703 5,858
Returns on Iavestmeant and
servicing of finance
Intorost received 223 21
Interest paid (1,608) (1,236)
interest element of finance lease
rontal payments {89} (1,444} 567) {1,082)
Taxation
Corporation tax paid {4ac2) {671y
Cepital axpeonditure
Purchase of tangitie fixsd assels {3,927) {5,873}
Grants recelved -— ) 25
Sale of tangible fixed assets 1,122 {2,805) 391 {5,457)
Acquisitions and disposals
Sale of businesses 3 2,518 -_
Equity dividends paid {1,659} (2,447)
Cash inflow/{outflow) before financing 5,851 {3,799)
Finanoing
issusa of share capital 46 1
Capital element of finance lease
rental payments net of advances {278) (287)
Loan advances — 4,500
Repayment of loans (3,224) (3,456) (1.008) 3,206
Inoraace/{docroase) in cash 395 (593)
Roconciliation of net cash flow to
movement in net debt
Movement in cash 395 (583)
Decreaselllncreass) in debt and
lease financing 3,902 (3.205)
Changes in net debt from cach flows 3,097 (3.798)
Naw finance jeases {12} (7}
Movement in net debt in year 3,085 13.805)
Nel debt as at 30th September 1997 {18,140) {11,335}
et dobit as at 30th Septoember 1998 {11,255) {15,140)

21
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Hill & Smith Haldings PLC
Notes to the
Consolidated Cash Flow Statement
1. Raconcliiation of oparating profit to net 1998 1997
. cash inflows from operaling activitios £000 £000
: Operaling profit 3,628 2,698
Deprecistion less grants and profit on disposal 2,007 2,001
Stock 2,864 179
Dabtors {935) 314
Creditors 1,265 (47)
Penston provisions 196 219
Reorganisation costs {1,425} 494
7,703 5,858
Operaling cash flow per share 19.49p 14.84p
,_ 2. Analysis of net delit Disposal of Other
: 1998 Cash fiow business non-cash 1987
: £060 £000 £000 £000 £000
', Cash at bank and in hand 23 13 - - 10
i Bank overdrafts {4,135) {104} 486 —_— (4,517
f (4,112) (1) 488 — (4.507)
; Debt due after one year (4,875) 163 — 1109 (6,137)
i Debt dus within one year {1,608) 3,071 - {1,109) (3,570)
Finance leases {660} 278 —_ {12) {926)
3
. {7,143} 3,502 — {12} (10,633)
(11,255) 3.411 488 (12)  {(15,40)
i 3. Effect of dizposal of business 1598 1997
E £000 £000
: Tangible fixed assels 1,24% -
Stocks 2,036 _—
Debtors 2,640 —
Bank. sverdraft {406} -
Creditors (2,588} —_—
Taxation {97) —
Deferred tax 9 -
Net assets 2,803 —
Loss on disposal {r71) —
Consideration 2,022 —_
Satisfied by:
Cash 2032 —
Net cash inflow
. Net consideration 2,032 .
Disposal of bank overdraft 468 —
Cash inflow 2,548 <

The operating cosh flows in respect of the digposad businasses are not significard in relation 16 Group acivity,
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Consolidated Statement of
Total Recognised Gains and Lossos

for tho year ended 30th Septembor 1998

1998 1997
£0C0 £000
({Loss)/profit for the tinanclal year {2,844) 1,011
Ravaluation deficit (1,164} (1.183)
Exchango differences 7 (25)
Prior year adjustimant - (148)
Total recognised galns and losses relafing to the year {4,001} (345)
Consolidated Note of
Historical Cost Profits and Losses
for the year ended 30th Septembar 1928
1998 1697
£000 £000
Reported (loss)prefit on ordinary activities before tax {2,466} 1,216
Difference between historical cost depreciation charge and the
actual daprecialion charge for the year calculated on the
revalued amount . 31 687
Historlcal cost (loss)profit on ordinary aclivities betore taxation {2,435) 1,283
Historical cost loss for the year retained after taxation and dividends {4,474) (580)
Consolidated Reconciliation of
Movaement in Shareholders’' Funds
tor the year ended 30th September 1998
1998 1997
£0062 £000
{Loss)/profit for the financial year {2,844) 1011
Dividends {1,661) (1,658}
(4,505} (647)
New share capital subscribed 46 1
Revaluation deficit {1,164) (1,183
Goodwill taken to profit and loss account on disposal 2,187 —_
Exchange differsnce 7 {25}
Net movement In shareholders’ funds (3,429} {1,854)
Opening shareholders’ funds 25,412 27,966
Closing sharshelders’ funds 22,683 25112




¥ el

% o

u’

24

Hill & Smith Holdings PLC

Princlipal Accounting Policies

The financial statements are prepared under the
historical cost convention, as modified by the
revaluation of land and buitdings and in accordance
with applicable accounting standards.

Basls of consolidation and acceunting for
acquisitions and disposals

Tha consolidated financial statements includa the
Company and Its subsidiarias, Intra-Group sales
and profits are eliminated on consolication and all
sales and profit figures refate to external
transactions only. The trading results of subsidiaries
acquired or sold are included in the consolidated
profit and loss account from o until the effective
date of acqulsition or disposal respeclively.

Fair values are ascribed to tangible assets and
tighilities of subsidiaries at dates of acquisition and
any surplus or deficiency between such values and
the purchase consideration is dealt with through
reserves,

When a business Is sold any goodwill daalt with
through reserves et the lime: the business was
purchased is edded back to the book value in
determining the proflt or loss on disposal.

Fixod assots

Intarests in fand and buildings are stated at
valuation or historical cost. The cost of other fixed
assels is their purchase cost, together wilth any
incidiental expenses of acquisition.

Depraciation is calculated so as to write off the cost
or valuation of fixad assets over the expected useful
and economic lives of the assets concearned.

Freehold buildings are depreciated at 2% per annum,
Leasehold properiy is depreciated over the term ot
tho lease. Freshold land is not depreciated.

Piant, equipment and vehicles are depraciated in
aceordance with prudent commercial bases, at
rates calculated on the aasumed lives which vary
betwean 4 and 20 yaars,

Stscke and work In progross

These are valued on a “first-in, first-cut” basis at the
lowar of cost and net realisabla value. In raspect of
work in progress and finished goods, cost includes
sll production ovesheads and the altritutable
propaction of indirect overhead expanses.

Deferred taxation

The charge for taxation is based on the resulf for the
year and takes info account taxation deletred of
accelerated because of tirring differences between
the treatment of certain items for taxation and
accounting purposes. Provision i$ made for deterred

tex only to the extent that it is probable that an
actual liability will crystallise,

Advance corporation tax recoverable by deduction
frorm futura corparation tax Is carrled forward within
deferred taxation or as ACT recoverable within
debtors as appropriate.

No provision Is made for any possibiz liabiiitles on the
future sales of properties at thelr revaiued book
figures as it is intended that such proportics will bo
retained for use in ihe business. Provision is made for
liabiliies arising in respact of proparties held for
resate,

Turnover

Turnover, which excludes value added tex, sales
between Group companies and trade discount,
represents the invoiced value of goods ard oervicos
supplied.

Forelgn curvency

Assets and iisbilitles denominated in foreign
currencies are translated into sterling at the
exchange rate nuiing at the balance sheet date, The
results of overseas operations are also translated
into stering, at the exchange rate ruling at the
balance sheet date, Exchange differsnces arising
from tha retranstaticn of apening net agsels
dencminated in foreign currencies are taken direct
to reserves,

All cther exchange differences are taken to the profit
and loss account.

Governmont grants

Caphal grants received are included as a deferred
credit and are being writlen off to revenue over the
lita of the asseis concernad.,

Leased assets

Wilh respect to finance leases, the relevant essets
are capitalised and the corresponding liabilily is
included as an obligation, The depreciation policy
shown above is adopted in respect of such assats
and the interest content of tha agrearnants is
charged 1o the profit and loss accourt. Ranlal
payments in respect of assets on opsraling leases
are charged 1o the profit and loss account oni &
straight line basig over the periad of the leasa,

Pension schemwe scrangsments
Contriputions to defined benefit schemas rd
charged to the profi and foss sccount 30 asto
spread the cost of pension provisions aventy o/a:
the members’ working fives with the Group,

Contributions 1o defined cortritsulion schaines are
charged to the proft and loss accour 28 ncuired,




el i A

Annuat Report and Accounts 1938

Notos to the Financial Statements

1. Analysis by aotivity
a. I} Analysls of turnover and profit before taxation

Turnover Profit
1998 1997 1988 1997
£000 2000 £000 £000
Galvanising services — UK 8,188 7,183 857 &7
— Less Intra-group (3,329} (3.043) — -
4,859 4,140 257 571
Engineering Products — UK 70,267 74,162 3,788 4,429
— Rest of Europe 1,374 2979 {248) 62
71,638 77,141 3,638 4,491
Sales to third parties 76,497 81,281
4,495 5,062
Central costs {647) (723)
Operating prolit belore exceptional items 3,048 4,339
Less: Exceptional items — operating (220} (1,641)
— non-operating {4,650) {400)
(Loss)/profit before Interest and taxation {1,022) 2,298
The segmental information has been restructured to show the separate conlributions made by
services, and manufacturing and supply of preduct.
a. ily Analysis of net operating assets
1998 1997
£000 £000
Galvanising — UK 8,750 B.645
Other activities — UK 24,509 31,702
-~ Rest of Europe 19 (21
Common interest-bearing liabilities {10,655} (14,214}
Tota! net ascels 22,683 26,112
b. Turnover by geagraphical destination Is as follows: 1208 1997
£000 £000
UK 68,009 73,153
Rest of Euroce 4,206 4,804
North Amvarica 557 725
Alica 4135 347
Asia 3,323 2,133
Middle East 228 —
Far East »n 29
76A97 81,281
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I & Smith Holdings PLC
Notes to the Finanzial Statements

2, Profit and loss account
a. The results for the two years have been analysed between discontinued end continuing activities.
Continuing activities have been further analysed belween aclivities to be retainad and those to

be discontinued.
The comparative figures adjusted to reftact the analysis of activities in 1998 are shown below,
1997 1997 1997 1897
Continuing Total
Retaining Discontinuing Discontinued Restated
Noles £000 £000 £000 £000
Turnover 1 51,358 14,438 15,485 81,281
Cost of sales (37.877) {12,067} (10,901} (60,845)
Gross profit 13,481 237 4,584 20,438
Distribution costs (2.127) (433) {1,101} (3,661)
Administrative ex:enses {9,357) {1.407) (3,318} (14,077)
Qperating protit
belore exceptional items 3,638 8§37 164 4338
Exceptional lems {1.641) - —_ (1.841)
Oporating profit 1,897 537 164 2,608
Provislon tor foss on sale of operations  2d —_ —— (400) {400)
Profit on ordinary aotivities
hefore Interast 1,997 537 Y (236) 2,298

Exceplional costs including recrganisation costs have boen rectasslfied within the appropriate
headings used in 1938,

b. Exceptionat item

1828 1997
£000 £000
i) Bad debt provision - 1,000
ii) Reorganisation costs 220 641
220 1,641
These itams are included in administrative expenses except for £197,000 in 1897 which is in the cost
of sales.
¢. Prolit on sala of property
1998 1997
£000 £000
Profit on disposal of property held for realisation 153 —
d. Loss on disposal of operations
1898 1997
£000 £000
Provision for loss on disposal 1,588 400
Loss on discossl including goodwill 32186 o
4,803 41




wd ohm W

Annuat Report and Accounts 1493

3.

Opeorating profit

1998 1997
£000 £000
After charging:
Depreciation
— on tangible fixed assets owned 2,004 1,963
— on assets held under finance leases and hire-purchase contracts 144 139
Hire of equipmant 497 510
Property rents payable 85 03
Auditors’ remuneration
— Audit 80 86
— Olher services 40 65
— In respact of Parent Company 10 9
After crediting:
Net property income —_— 24
Profit on disposal of fixed assets |6 g1
intorest
1998 1997
£000 £000
Interest payable and similar charges on bank loans,
overdrafts and other loans
— Repayable within five years not by Instalments (Bank overdraft) 986 838
— Repayable within five years by instalments (Bank loans) 482 258
-~ Ropayable wholly or partly between 2000 and 2003 (Morlgage debenture) 140 140
Interast on tinance leases and hire-purchase contracts 59 57
1,667 1,293
Interest receivable {223) (211)
1,424 1,082
Taxation on (lossj/profit on ovdinary activities
1898 1997
£000 £000
UK corporation tax at 31% (1997 — 32%) 330 224
Transfer to deferred taxation 103 17
433 241
Prior yoar — corporation tax (55) (36)
3718 205

Tha taxation charge for the year arises bacause no tax refief is available on goodwilt written off éifi

disposals, on certain provisions and on overseas losses,
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Hik & Smith Holdings PLG
Notes to the Financial Statements

7.

Dividends
1998 1907
£000 2000
Interim dividend of 2.10p per share pald {1997 — 2.10p oer share) 830G 828
Proposed final dividend of 2.10p per share (1997 — 2.10p per shara) 831 829
1,661 1,658
{Loss)/oarnings per share

Tha (loss}fearnings per share is arrived at by dividing the loss after tax of £2.844m (1997 — profit
£1.011m) by 39,518,286 (1897 — 39,477 555) shares, being the welghted average number of ordinary
sharas In Issus during the year,

A further measure of earnings per share has been recommended by the Institule of Invesiment
Management and Ressarch (IIMR) for adoption by financlal analysts {0 provide useful information on the
underlying performance of the Group.

The MR earnings per share Is calcutated by refarence to earnings of £1.368m {1997 — £1,411m)
divided by 39,518,286 (1997 — 39,477,555} shares, belng the welghted average number of ordinary
shares in issue during the year,

The reconciliation to basic (loss)earnings per share is as follows:

p per share
1808 1097
Baslc {loss)/fearnings per share (7.20) 258
Profit on sale of property {0.36} —
Proviston for lossesfloss on sale of operations 12,15 1.01
Tax effect on non-operating exceptional items (1.11) —_
IIMR earnings per share . 3.46 a.57
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8. Tangible fixed assets

Lteng Plant, Assels

Freehold leasgholkd  machinery in the

fand and land and and course of

buildings buildings vehicles construction Tota!
Cost or valuation £000 £000 £000 £000 £000
At 30th Seplember 1997 11,862 1,185 25,640 204 38,891
Addillons 2,009 —_ 1,930 - 3,93
Disposals - — (3,836) - (3,836)
Digposais of subsidiaries {500) (135) (988) —_ (1,623}
Exchange movaement - —_ 60 - 60
Transfars betwoon categories (103) — 307 {204) —_
Trangfars to current assets (460} — — - {460}
Revaluation (1,010} (450) —_ —_ {1,460}
At 30th September 1998 11,798 a00 23,113 — 35,611
Depreciation
At 30th September 1987 — —_ 13,134 —_ 13,134
Provigion for the year 173 20 2,035 —_— 2,228
Disposals — — {3.558) — (3,598)
Digposals of subsidiaries 3) (1) {370} - (374)
Exchange movement - -— 67 — 67
Ravaluation (28) {11) - - {39)
At 30th September 1998 142 8 11,268 -_— 11,418
Net boolt value
At 30th September 1998 11,656 592 11,845 — 24,093
Not book value
At 30th September 1997 11,862 1,185 12,506 204 25,757

The net book value of assels held under finance leases and hire-purchase contracts amounted 10

£1,060,000.

Included in the abova Is freshold land not subject to depreciation of £4,600,000.
Certain of the Group’s properties were valued by the Diractors at 30th Septamber 1938 at open

market value,

a. The cost or valuation figures for land Freehold Long Leasehold
and buildings include: 1998 1997 1988 1937
£000 £000 £000 £000
Valuation made in 1997 6,325 10,700 — 1,185
Valuation made in 1998 2408 -— 400 —_
Stated al historical cost 3,065 1,162 200 —_
11,798 11,862 GO0 1,185

b, The amount of revalued land and buildings Frechold Long Leasehold
as determined according to the historical 1098 1697 1998 1987
cost accounting rule is: £o00 £000 £000 £000
Cost 8,264 8,219 384 . 458
Depreciation 1,015 956 77 100
7,239 7,263 17 356
¢. Capital commitments: 1993 1937
£0600 £000

Contracted for

R
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Noftes to the Financial Statements

9. Propearties held for rentisation

1988 1997
€000 £000
Cost at 30th Septemoer 1997 645 —
Transfers from fixed assals 460 645
Disposata {G44) -
Cost at 30th September 1998 460 845
The property held for realisation is availabla for resals, following the cessation of operations at that subsidiary.
10. Stocks
4998 1997
£000 2002
Raw materlals and consumablas 4,358 6,682
Work in prograss 2,097 3,068
Finished goods and goods for resate 3,159 4,816
9,614 14,564
11. Debtors
19898 1997
£000 £000
Trade debtors due in less than one year 16,718 17,954
Trade debtors duse in mote than one year 13% -
Other debtors are 82
Prepaymonts 60S 1,217
Advance corporation tax {(ACT} recoverable within one year 718 135
Corporation tax . 181 —
ACT recoverable after one year, lass amount deducted from deferred taxation — 582
18,738 20,250
12. Croditcrs
Armounts due Amounts due
within one year after ona year
1998 1997 1998 1997
£000 £000 E000 £000
Loans (note 13) 1,608 3570 4,875 6,137
Bank overdralt 4,136 4597 —_ —
Trade creditors 12,986 14,084 — -
Corpuoration tax — 21 - —
ACT on dividends 208 414 — -
Other taxes and social security 1,640 1,686 e —
Accruals 1,507 1579 - e
Proposed dividend 831 829 — ot
Hire-purchase 200 218 37 648
23,405 26,978 5,245 6,765

Of the obligations under finance leases and hire-purchase commitments, due alter one year, £981,000 i4

due within one to two years and £88,000 batwesn two and five years,
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13. Loans

Amounts due Amounts due

within one year after one year
1998 1997 1998 1997
£000 2000 £000 £000
14% First mortgage debenture stock - — 1,000 1,000
European Coal and Steel Community loans — 70 -— —
Bank loan 108 2,000 — 137
Treasury loans 1,500 1,600 3,876 5,000
1,608 3.57¢ 4,873 6,137

The debenture stock is secured on freehold and Izasehold properties of certaln of the Company's subsidiaries.

The Company has the option to redeem, in whole or in pant, the debenture stock at par in any of the years
2000 to 2003. and on 30th Saptember 2003 any debenture stock remalning outstanding will ba rapaid at
par. The debenture stock camies a fixed rate of interest of 14% per annum payablo on 31st March and

30th September, and cantains no right to convert into share capital in the Company,

Tho Treasury loans carry a rate of interest of 0.7% above the London Intec-bank Offered Rate. Of the
amount of £3,875,000 due after one year, £1,500,000 is due within one to two years and £2,375,000 is

due within two {o five years,

14. Provisions for fiakilities and charges

1998 1997

' £660 £000
Deferred taxation 337 98
Pension schems provision M7 218
Provision for reorgantsalion costs 47 494
Prevision for foss on disposal 1,000 400
1,801 1211

Deferred

Penslon Provision for  Provislon for
schema recrganisation loss on
taxation provision

costs disposal

£000 2000 £000 £000
. At 30th September 1997 249 219 494 400
Charge in year , 103 198 - 1,588
Litilized in year e —~ (447) (388}
Disposal of subsidiary (15} —_ —_ —
At 30th September 1998 33r a7 47 1,000
Ueierren tasation
1} Prownided In financial staternents:
1988 1997
£000 £000
Accelerated capital alowances aar 249
Advance cofporation tax recoverable s (151}
37 98
iy ¥ provision had been made for all timing diffarences, further
linbility as follows would have appearad in the financial statements:
Accelerated capital allowances 1,004 1.703
Other timing diffacences {123 {103
Revaluation of properlies 458 425

190 20
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156. Acoruanls and deferred income
. 1998 1797
£000 £000
Government grants
Al 30th September 1997 140 168
Amounts written off (48} (3
Raceived In year — 25
Al 30th Septermnbier 1998 g5 140
16. Share cagltal
1998 1997
£000 £000
Authorised
48,000,000 ordinary shares of 25p esch (1997 — 48,000,000) 12,000 12,000
Called up and fully paid '
39,559,016 ordinary shares of 25p each (1897 — 39,477 555) 8,680 9,669
During the year 81,461 ordinary shares were aliotted under tha 1985 Savings Related Share Option
Scheme at a price of 55.228p each.
Qptions outstanding at 30th Seplember 1998 were:
Option Date Expiry
i price  exercisable date
: 1985 Executive Share Option Scheme:
f 53,000 ordinary shares 850630 010295  01.0202
126,133 ordinary shares 112.500p 28.01.97 28.01.04
} 1995 Executive Share Option Schame:
: 354,130 ardinary shares 113.597p 20.02.99 20.02.06
’ 1985 Savings Related Sharo Option Scheme:
17,099 ordinary shares §5.228n 01.04.68 01.10.98
40,583 ordinary shares 73.218p 01.04.98 01.10.03
20,300 ordinary shares 73.218p 01.04.00 01,10.00
; 229,952 orciinary shares 90.000p 01.04,00 01.10.00
; 35,951 ordinary shares 80.000p 01.04.02 01.10.02
1995 Savings Related Share Option Scheme:
452.914 ordinary shares 660000 010402 011002
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17. Reserves

18.

19.

a. Share premium

1998
£000
At 30th September 1997 108
Premium on shares issued 25
At 30th September 1998 133
. Revaluation reserves
1982
£000
At 30th September 1897 3,509
Transter to profit and loss account {65)
Revaluation deficit {1,163}
At 30th September 1998 2,290
. Profit and loss account
1086
€00
At 30th September 1997 12,626
Retalned loss for the year (4,505}
Goodwill taken to loss on disposal 2,187
Transfer from revaluation reserve 55
Exchange difference 7
At 30th September 1998 10,370
. Goodwill

The accumutated goodwill wrilten off to reserves in respect of the acquisition of continuing businessey

is £1,578,000 (1997 — £3,765,000),

Contingent Habllitios
a. The Group had guarantees outstending to a bank in respect of performance bonds of £934,000

(1897 — £1,550,000), Customs and Excise of £91,000 (1897 — £91,000) and to olher third parties of

£10,000 (1997 — £10,000), at 30th Seplember 1988,

material losses are anticipated.

Partioniars of employeces

b. The Group also has guarantess arising in the ordinary course of the Group's business and on these no

1998 1997

The average numbaor of persons, all of whom wers engaged in the principal
activities, employed by the Group (iluding Directors) during the year was; 959 1,013
1208 1997
Their total remuneration was: £000 €000
Wages and safaries 15,852 16,232
Socigl security 1,313 1489
Other pension costs 834 284
17,786 17985
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20. Directoers’ remuneration

Tt disclosuros required by the Companies Act 1985 and the London Stock Exchange in respect of
Directoss’ emoluments are given in the Report of the Remuneration Committae on page 16 to 18,

21, Directors’ interaosts

The Directors of the Company at the end of the year, and the inlerest of tha Directors and their famifies in

the ardinary shares of the Company according to the register required to ba kept by the Companies Act
1985 were as follows:

30ih Septembsr 1997

30th Septeinber 1898 or later date of appointment

D.S. Winterbottom 15,690 -
R.E. Richardson — —
John G. Silk €85,572 685,572
SH.JA, Knott 492,404 342,494
H.C. Everall 55,778 55,095
D.L. Grave (appointed 20th March 1998) 379,545 —_—

r Sillc has a baneficlal interest in 421,159 (1997 — 421,159) shares In an Estale In which ha Is both an
Executor and a Trustes,

John G, Siik Is a partner in Silks, Solicltors to the Company, which recelved fees of E67,000 for services
renderedt to the Company.

In addition to the Diractors listed above, Mr M.E. Sara sarved as a Director until 9th June 1998 and
Messrs A.J, Pensom and R.W. Simpson untit 30th September 1998,

Directors' oplions
Al 30th Granted Lapsed At 30th

September during during Soptomber  Exercise Date Expiry

1997 yaar’ year 1998 price exercisable data

H.C. Everett 14,850 —_ _— 14,850 73.218p 010498 01,1098
17,600* - - 17,600 113697p 200299 200208

6,181 — -— 6,181 66.000p  01.0402  01.10.02

The options marked * were granted under the 1895 Execulive Share Option Schems; the other oplions
were granted under the 1985 Savings Related Share Option Scheme.

D.L. Grove holds options granted by a third party In respecl of 1,844,183 shares at prices between 40p
and 47p per share exercisable on or befare August 2005,

The market prica of the Company’s shares at 30th September 1928 was 45.0p, The market price for the
year varled belwieen 42.5p and 70.5p.

34
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22. Financial commitments
The Group's annual commitment under non-cancellable operating laases was as follows:
Land and buildings Ciher
1988 1997 1998 1997
Leases expiring within; £000 2000 £000 £000
One (o two years 2] 10 6 a7
Two to five years i 88 156 338
Qver five years — 20 - —
{ 10 118 162 363

23.

24.

Pension scheme arrangomonts

The Group contributes into three pension schemes, two of which are defined conlribution schemes and
one & fundad definad banefit echeme. The assels of all schamos aro held in trust fundg and, therafora,
held separately from the Group’s assets. The princlpal scheme is a detined benefit schema covering the
majority of members, the Hill & Smith Group Pension and Assurance Scheme.

Conlributions to tho principal scheme ara charged to the profit and loss account 50 as 1o spread the cost
of pensions over members' working lives with the Group. The conirlbulions are determined by a qualllisd
actuary on the basis of triennial vafuations using the projected unit credit method,

With regard to the principal scheme, the most recenl valualion was at 5th April 1997, This showed that
the markel value of the scheme's assets was £21,514,591 and that the actuarial value of thasa assets
represented 118% of the benefits that had accrued to members, after allowing for expscted future
increases in earnings. The assumptions which have the most gignificant effect on the results of the
valuation are those relating to the rate of return on invastments and the rates of increase in salaries and
penslons. It was assumed that the investment returns would be 8.5% per annum, and that salary
incroases would average 8% per annum.

The pension cost for the year was £331,000 (1997 — £284,000). There is a provision for pension cosls of
£417,000 (1937 ~ £219,000). This provision will be released {0 pralit in ling with actuarial advice,

The next actuarial valuation is at 5th April 2000,
Where beneticial, the other Group schemes are to be marged with the principal scheme in dua course.

The Group has no significant exposure to any other post-reliremant cbligations.

Post-balance shoet ovont
On 23rd November 1998 the Group sold its Sperigvale property for £3,850,000 as part of a sa's and

leaseback arrangement. The Group has entered into a 25 year lease at an initial annual rental of
£339,000.
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as ot 30th September 1996 Restated
1998 1997
Notes £000 £000
Fixed assets
Tangible assets 26 a1 54
Investments 27 21,001 23,850
21,042 23,904
Current assets
Deblors 28 4,207 5,230
Cash at bank and in hand 474 1,606
4,601 6,836
Credltors (amounts due within one year) 29 3,101 £,203
Nat current assots 1,660 1,633
Totel assets lees current labllitios 22,622 25,537
Creditors (amounts due after one year) 29 2,000 3,000
Neot assets 20,622 22,537
Capital and reservos
Called up share capital 16 9,880 9,869
Share premium 31 133 108
Profit and loss account 31 10,590 12,560
Equity sharehoiders® funds 20,622 22,537

These financtal slatements were ap o by the B

"/

D.S. WINTERBOTTOM
D.L. GROVE
Diractors

rd on 9th December 1998 and signed on its behatf by:
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Motes to the Parent Company Balance Sheet

25. Profit and loss sccount

The Company has taken advantage of the stalutory exemption from presenting its own profit and loss
accounl. The loss far the financlal year dealt with in the accounts of the Company amountad to

£(300,000) (1997 - profit £1,245,000).

26. Tangible fixod assots

Office equipment

and vehicles

Cost £000
Al 30 Seplember 1997 117
Additions 26
Disposals (8%1)
At 30th Septernbar 1998 62

Depreciation

At 30th September 1997 63
Provision for the year 26
Disposals (68)

At 30th September 1998 21

Net book valua at 30th September 1588 4%
Net book valus at 30th September 1997 54

27, Fixed asset Iinvestments
Shares Loans
in Group to Group

undertakings underlakings Tolal

£000 £000 2000

At 30th Septernber 1997 18,503 5,347 23,850
Increase in loans during the year —_ 1,074 1,074
Disposals during the year {2,656) (225) (2,881}
{Increase) in provision during year (931) (111) (1,042)

At 30th September 1998 14,916 6,085 21,001

A list of the Group undertakings is given on page 41.

In addition, the Company acquired 50% of Rayston Steel Fancing Limited at a cost of £1 under the tarms of 2
creditors voluntary arrangement deted 23rd December 1997, This investment is ter porary and when the
assats of the company are realised it will be wound up. Consequently, its results and assets are nat included

in the consolidated accounts of the Group. The accounts of the company
1997 and 1908 are not avallable. It is not expected that any further losses

wingding up of the company,

All the Group’s subsidiarias are who!

Republic of lreland.
28, Debtors

for the years ended 30th Septernber
will arise to the: Group upon the

fy owned. Asset International (lreland) Limited is incorporated in the

1983 1897
£000 £000
Amounts owed by Group undertakings . 2,553 3424
Other deblors 86 89
Prepayments 858 747
Advance corparation t2x (AGT) recoverable within one year 283 45
ACT recoverable after one ysar 200 713
Corporation tax 137 241
4,207 5230

37
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29, Creditors
Amounts due Amounis due
within one year after one year
1998 1997 1998 1997
£000 £000 £000 £000
Loans (note 30) 1,090 2,500 2,000 3,000
Bank overdratt 102 580 _— —
QOther creditors 415 492 —— —
Amounts owed 1o Group undertakings ) 342 -~ —_
Corporation tax ) 72 — — -—
ACT on dividends —_ 354 - -
Other taxes and sociai security 21 23 - —
Accruals 660 74 - -_—
Proposed dividend 831 829 - -
8,101 5,203 2,000 3,000
30. Lozns
Amounts dua Amounis dug
within one year after cne year
1998 1997 1998 1997
£000 £000 £000 £000
14% First mortgage dobenture stock — —_— 1,000 1,000
Bank loan — 2,000 - -
Troasury loan 1,000 500 1,000 2,000
1,000 2,500 2,000 3,000

The debenture stock is sesured on freehold and teasshold properties of certaln of the Cmnqany‘s subsldiarigs,
The Cornpany has the option to redeem, in whale or In part, the debentura stock at nar Inany of the
years 2000 to 2003, end on 80th September 2003 any debenture stock remaining outstanding vill be
fepald at par. The debenture stock carries a fixed rale of interest of 14% per annum payable on

31st March and 30th September, and contains no right 1o convert into share capital in the Company,
The Treasury loan carries a rate of interest of 0.7% over the cost of the discount rate in the London

market. Of the amount of £1,600,000 due after one year, £500,000 Is due within one to two years and
£500,000 between two and five years,

31. Resorvos

Share Profit and
premium loss account

£000 £000
At 30th Seplember 1997 108 12,580
Loss for the year afiar taxation and dividend —_ {1.961)
Savings related share option schems —
At 30th September 1998 133 10,889

32. Contingent Liabllities
a. The Company has guaranteed bank and other shorl-term borrowings of subsidiaries amounting at
30th September 1998 to £11,101,041 (1997 — £8,982,402).

b. The Company had no guarantess in respect of trade liablliles of subsidiaries af 20th September 1938
{1897 — £50,000).

c. The Company had a guarantes outstanding to a bank in respect of performance bonds of €763 422
(1997 — £1,550,000).

d. The Group has made guaraniees on behalf of subsidiaries ariging In the course of their busineeses
and on thase no material losses are anticipatad.




Annual Report and Aceoums 1998
Five Year Record

1834 1995 1996 1997 1988
(as restated) (as restated)

X £000 £000 2000 £000 £000
Turnover 76,639 87,823 80,683 81,281 76,497
Operaling profit 5,180 5,235 3,772 2,698 3,628
Proflt/(loss) before taxation . 4,625 5,434 2922 1,216 {2,466)
Taxation 1,549 1,546 822 205 a78
Profit/(loss) after taxation 3.076 3,888 2,300 1.011 {2,844)
Shareholders’ funds 27115 28173 27,966 26,112 22,602
Dividends per ordinary share 6.20p 6.20p _8.20:: 4.20p 4,20p
Operaling cash flow per ordinary share 14.22p 13.08p 15.78p 14.84p 19.49p

Equivalent market price at 31st March 1982* of a 25p crdinary share in Hill & Smith Heldings PLC, as adjusted
by capitalisation issues 1o date, Is 10.72p.

* Al this date a capitalisation issue of 1 for 10 new ordinary shares in the form of renounceable share
cerlificates was in being and these were separately quoted at a price which, adjusted for the further
caphalisation issues, would be equivalant to 10.94p.
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Hil & Sith Hotdings PLC
notice of Meeting

N Notice ia hereby given that {he 38th Anrual Genaral Meeting of Hilt & Smith

@pthome ? Holdings PLC wil bo hetd at The Copthorno Hotel, The Wateriront, Level

e . Stroet, Brierloy Hin, DYS 1UR cn 16th March 1999 at 12 noon for the
{ollowing purposes:

1. Toreceive e Directors’ report and the financia) statements for the year ended 30th September 1998
together with tho Auditors” report theteon,

5. To approve the paymant of the peoposed final dividend of 2.1p per share on Tth April 1998,
{Resciulion No, 1)

To elact the foliowing Director appointed o the Board since the date of the tast Annual Genere! Meeting:
3. MrD.L. Grove. (Resolution No. 2)

To re-eloct 1he following Directors who retire by rotetion as Directors of the Company:

4. MrH.C, Everett. (Resotution No. 3)

5, MrSH.JA Knott (Resolution NO. 4)

6. To appolnt KPiAG Audit Pic as Auditors and to authorise the Directars to datermine tholr romunaration.
(Resolution No. 5)

15th February 1989

Springvale Business & Industrial Park
Bilaten, Wolverhamplon, Wesl Midiands, Wwy14 0OL

By order of the Board
H.C. EVERETT
Secretary

Hotes:

(1) The Company pussuant 1o Regulation 34 of the
Unesrlificaled Sacudles Regulations 1935 specifies that
only thase Shargholders togistorad in the Ragister of
membars of tho Company aeat 8,00 pm. O 17th March
1560 shall bé anlitled to attend of vote ot the above
Maating in respect of the number of shares registored in
thelr name et thal time. Changes 1o entries on the Flegister
aher 6O pm. on 1710 March 1999 shall be disregarded in
determining the fights of any person o attend and vote at
the Meeting.

{2 A mambat enitied 10 altend and vote &t tho Mecting i3
enitied 10 BpPINt & PIOXY 1o attend and voto in his stead.
Apruxyneedndbcam:befdmemaw.hlormd
proxy is enciosed. To be eliective, the insument
appointing 3 proxy must be recelved attha Companys
(cgistered oftice not less than 48 hours before the time for
nolding \he Moeting.

{3 Tne fotiowing docLments wil be avalable for ingpoction at
the Company’s regtslered office o any weskday {except
Satwday) duing nommal busingss hours for a pericd of

fiteen minutes priot 1o he Acaual Generel Meating and

during the Meeting:

{a} astaement of al transactions of each Director and of
thei famity inerests in the share caphal of the
Cormpany.

(b copios of corirects o seniice of the Directors of e
Company.
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