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Forward Looking Statement

This annual report contains forward looking statements which are
made in good faith based on the inforrmation available at the time of
its approval

1t 1s believed that the expectations reflected in these statements

cre recsonable but they may be offected by a number of nisks and
uncertainties that are inherent in any forward looking stotement which
could cause actual results to differ from those currently anticipated

Front Cover

Top Galverizing of ¢ pedestnan escalator subframe structure
at Joseph Ash Chesterfield in its 15 2 metre galvanizing bath,
the secend largest in the UK

Middle varoguard in use at Hammersmith flyover

Bottom Asset Internationul itd provided a 10,000m?
wenholite ottenuation tank and 300 metres of assocated
pipework in 2 1 metre nominal diometer to help improve

rver and bothing woter quelity in Irvine and Kilmerriock
Scotland

See further information
online: hsholdings.com
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Hill & Smith Holdings PLC

We are an international group with leading positions in the
supply of infrastructure products and galvanizing services to
global markets. Through a focus on strong positions in niche
markets we aim to consistently deliver strong returns and
shareholder value.

We operate from facilities in Australia, Ching, France, Indiq,
Sweden, Thailand, the UK and the USA.

Reasons to invest

> Resilience and opportunities through product and international
diversification

Well financed to pursue organic and acquisitive growth
Organic revenue growth of 7.4% in 2012

Strong cash generation

vV OV vV Vv

Dividends central to the strategy and total shareholder return ethos

Our ten year track record
Dividends (pence per share)
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Our Strategy

Balanced profitable growth

Qur strategy ts to deliver balenced profitobte growth through the
supply of Infrastructure Products and Galvonizing Services Our
objective Is to deliver at least mid, single-cigit balanced organic
revenue growth which, combined with selective acguisitions, wilt
deliver growth in earnings per share A strong focus on cash generation
supports this growth strategy and enables a progressive dividend

policy

In the Infrgstructure Products division, our focus s on businesses
which supply into the Utiities and Roads markets, both of which enjoy
long term growth dynamics Qur businesses have niche positions, high
margins and provide us with access to global markets

In Utilities, our focus 1s on the power generation, ol and gas and
water sectors, capitalising pnimarily an the growing demand for new
power generation in emerging markets and the replacement of ageing
infrastructure in developed economies

In Roads, we will continue to strengthen our position as an
international supplier of road sofety products inte markets with strong
infrastructure spend and regulatory controls, leveraging our products
developed to European and US standards

In the Galvanizing Services division, which serves external customers
as well as our own Infrastructure Products businesses, we are focused
on our existing geographies of the UK, USA and France Growth will be
achieved through increasing our geographical footprint in the USA and
through potential conselidation opportunities in the UK and France

Geographic diversification

Our target wos for operating profit from manufacturing plants located
overseas to reach 75% by 2013 and then to remain ot or close to this
level, this target was exceeded in 2012 Qur overall geographic mix
will be dictoted by a focus on further growth In emerging markets,
whilst recognising that opportunities still exist in our major developed
markets of the UK and USA

We olso aim to continue to reduce our dependence on UK Government
spend, now at 11% of group revenue compared to 24% in 2010 As our
focus Is on internationol growth, this percentage 15 now likely to remain
stable despite the anticipated recovery in UK roods investment in 2013

Target returns and leverage

Operating margins are an integral measure of the group's success
and ene which we will continue to drive for improvement Improved
product mix and value-odded customer-focused solutions, as well as
high levels of operational efficiency, are important drivers of operating
margmn improvement

Our target operating margin for a business umit 1s 10%, although
alower morgin profile may be occeptable of thot business’s return
on capital employed (ROCE) 15 above 20% A period of grace will be
granted to business units which can demonstrate a plan for margin
improvement to the targeted level

We aim to creote value by consistently exceeding this 20% benchmark
for ROCE There 15 currently an increased focus across the group for

all individual business units to iImprove working capital and ROCE,
particularly through effective management of working caprtal
employed

We aim to operate with an efficient balance sheet by maintaining
debt at between 1 5 and 2 0 times EBITDA, which in turn allows
us to complement balanced organic growth with value enhancing
acquisitions
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Active portfolio management

Qur strategic objective (s to develop more substontial businesses
in each of our chosen sectors through both organic and acquisitive
growth This, consequently, leads us to continually examine the
smaller and lower performing units within the portfelio

Qur acquisition strategy 15 to buy businesses in markets we understand
through our existing activities The majonty of targets are likety to be
privately owned We will also look ot acqueiring distressed businesses

In the UK which complement our existing operations and therefore
enable us to consolidate our market position This in turn will ollow

us, In some instances, to develop our smaller business units INto

larger and more dominont market players Overseas acquisitions

must have a high quality existing management team in place and o
proven earmings stream as 1t is more demanding to manage distressed
businesses effectively from a distonce

We will continue to dispose of or rationalise operations that are
either non-core to the market strategy set out above, or incapable of
achieving our target returns, or insufficiently cash generative
Entrepreneurial culture

We encourage an entrepreneurial culture in our business through a
decentralised manogement structure We provide our management
teams the freedom to run and grow their own businesses supported
by the resources avallable through being part of a larger group, whilst
adhering to the levels of governance and controls appropriate for a
quoted company This culture ensures that decisions are made close
to the market and that our businesses are agile and responsive to
chonges in theirr competitive environment

The group’s
product and
geographical
diversification !
provides resilience
and opportunities
for future growth
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Cverview

Our International Operations

Percentage of £440.7m revenue shown
by end market geography

UK - 45%
Europe - 23%

N America - 26%
M Eost - 2%

Asia - 2%

ROW - 2%

Where we operate

Australia - new office in Queensland for the development of
our wire rope and safety barrier products

China - manufacturing ond trading focilities located in the
Jiangsu province for the further expansion of our ptpe supports
business

France - the location of France Galva and Cormimaost where we
have ten galvanizing plants and a hghting column business

India - new manufactunng facility for pipe supports and
also offices for development of our Hill & Smith infrastructure
products business

www hsholdings com

Percentage of £44.0m underlying operating
profit shown by location of the operating site

UK - 24%
Europe - 25%

N America - 50%
ROW - 1%

Sweden - location of ATA Bygg-och Markprodukter AB, the road
sofety borrier and signage business

Thaitand - location of part of our pipe supports manufoctuning
capabiiity, where we have plants near Bangkok

UK - head office and various group site locations covenng our
rmain infrastructure products businesses and netwark of UK
galvanizing plants

USA - our V&S galvanizing and utilities plants are situated on
the east coast along with the Bergen and Carpenter & Paterson
pipe supports businesses and the fibre reinforced composite
profiles business, Creative Pultrusions
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Our Performance - 2012

> Revenue growth of 8.5% with strong performances from both Infrastructure Products and
Galvanizing Services.

> Underlying profit before tax up 8.0%.

> 76% of profits generated from overseas operations, Including 50% from the USA, one year
ahead of plan.

> Significant £17 Om reduction in net debt (down to £86.8m)

> Dividend increased by 13 6%.

. 2012, 2011 Change %
Revenue | £440.7m ! F406 2m +85
Underlying® operating profit £440m:  £415m +60
Underlying* profit before tax £40.4m | £374m +80
Profit before tax {  £35.2m ﬁ £25 4m +386
Underlying* earnings per share ’ 38.8p | 34 5p +125
Basic earnings per share 33.9p . 209p +622

| 1s0p | 132p +136

Dividend per share
., £86.8m, £1038m

Net debt :
Revenue Underlying operating Dividend per share Underlying earnings per
profit share
E4L0 7Tmupassh £44 0m up 50% 15 0pup 13 6% 38 8pupi125%
E £ E -3 -3 & a,
5. £ s T8 5 . & e 8 3 = % 3 =
ig ¢ o8 % R T g = " 2 .
Il ~ ] o o = ~
bl 3 o
=1
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012 2008 2003 2010 2011 2012 2008 2009 2010 2011 2012

* Allunderbying profit meesures exclude certan non eperetionol stems which are as detined in the section of the finanoiol statements headed * group accounting policies on poge 71 References
to an underlying prafit meesure througheut this ennuol repert are made on this bosis
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Our Sectors

2012 Revenue of £440.7m - by segment

Infrastructure - 73% Roads - 26% Utibities - 47%

Galvanizing - 27% £120 9m

Infrastructure Products

For the core markets of Roads and Utilities - supplying products
and services such as permanent and temporary road safety
barniers, fencing, overhead sign gantnes, street tighting columns,
bridge parapets, glass reinforced plastic ralway platforms, variable
rood messaging sclutions, traffic data collection systems, plostic
drainoge pipes and pipe supports for the power and liguefied
natural gas markets, energy grnid components and secunty fencing

Operating from substdianes in Australig, Ching, France, Indig,
Sweden, Thaland, the UK and the USA

>  Operating in international territories with the prospect of
sustained long term investment in infrastructure

>  Focused on engineered products for the roads and utilities
rnarkets

> Accounts for 73% {2011 68%) of the group's revenue and 43%
{2011 48%) of the group’s underlying operating profit

Galvanizing Services

Providing zinc and other coaiing services for o wide range of
preducts inctuding fencing, ighting columns, structurol steelwork,
bridges, agriculturol ond other products for the infrostructure and
construction markets

Services are delivered from a network of galvanizing operations in
France, the USA ond the UK

>  Geographical diversity - france 10 plants, UK 9 plants, USA 6
plants

>  Strong market positions in the chosen territonies and with a
reputation for service and quality

> Accounts for 27% (2011 29%) of the group’s revenue and
57% (2011 52%) of the group's underlying operating profit

> Totol volume of production from all plants, 403,000 tonnes in
2012,up 5 4%

www hsholdings com

£3198m
Performance
Revenue Undertying operating profit
£319.8m £18.7m
up 16% down 6%
-
- oy E
w0 — o £
r~ M o ~
a “ b ®
w
2011 2012 2011 2012
Performance
Revenue Underlying operating profit
£120.9m £25.3m
up 2% up 174
: & £
W7 o j=
S :
Sy ~
~d
2011 2012 2011 2012

Note The group s revenue for 2011 also included £11 6m [3%) for the Bulding and Construction segment
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2012 Underlying Operating Profit of £44.0m - by segment
Infrastructure - 43% Roads -12%  Utilities - 31% £187m
Galvanizing - 57% £25 3m
Roads Utilities
Revenue Underlying operating profit Revenue Underlying operating profit
£114.1m £5.3m £205.7m £13.4m
up 5% down 37% up 23% up 17%
e & £ £ 5
o 2 2 o -
S g o £ g
ed = —
3 o
E G
Lo
W
2011 2012 2011 2012 2011 2012 2011 2012
Galvanizing volumes in tonnes (+5.4% year on year)
USA : 123,500 tonnes France : 139,000 tonnes UK :146,500 tonnes
> Volume increase A 16% >  Volume decrease ¥ 1% > Volume increase & 4%
(H1.A21%, H2 A12%) (H1flat, H2'¥ 3%) {H146%, H2A2%)
> All plants exceeding 2008 volumes > 12 month contract for transmission >  Qlinternal volumes strang
> Transmussion poles, bridges and solar poles assisted volumes by 6% > Contract for Beauly to Denny
volumes strong >  Higher energy and social employment transmussion towers, 6500 tonnes
costs adversely impacted profitability through to 2013

> Sgnificant productivity gains,

profitability up 34% > Morkets for structural steel, waste

to energy plants and cor parks have
improved
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Measuring Our Performance

The board has adopted certain finoncial and non-finoncal key performance indicators Cther similar performance indicotors are used at subsidiary

business level and adapted to suit the diversity and variety of the group’s operations

www hsheldings com

The group uses a number of performance indicators to measure operational and financal activity in the business Most of these are monitored
and reviewed on o weekly or monthly basis A comprehensive monthly management accounts pack, including profit and loss stotements and
key ratios, Is prepared for each business In addition, evary managing director in the group submits a monthly report which (s the basis of regutar

operational meetings

The key performance indicatars (KPIs} below ore used as measures of the tonger-term health of the business end for monitoring progress in the
implementation of the group’s strategy

KPIs

Total revenue
growth

Underlying
operating profit
margin

Underlying
earnings per share
(UEPS) growth

Link to our strategy

The group's core strategy 15 to delver
balanced profitable growth This is
achieved with the target of mid-single
digit organic revenue growth and
sefective ocquisittons

[ Line with its strategy of delivering
balanced profitable growth, the group
reviews underlying operating margins
to assess returns achieved on revenues

The graup considers UEPS growth to
be its key indicator of the profitable
growth of the group Achieving
acceptable UEPS growth also enables
the group to maintain its progressive
dwidend policy

KP1 definttion

Annual % growth In revenue

Annual % organic growth in revenue

Underlying aperating profit as a % of
total revenue

Underlying profit for the year dvided
by weighted average number of ord-
nary shares

2012 performance

Total grawth Organic
growth
g 2
oo o Ee
-+
P~
]
o
(]
2011 2012 2011 2012

10 2%
10 0%

2011 2012

2011
o%' 11 5% reduction
& 8 o
T 12 5% growth
m
2011 2012

Comment

Organic revenue growth of 7 4% 1n
2012 was pnimonly achieved through
a strong revenue performance in

the Utilities segment, with the full
year impact of prior year acquisitions
contributing to the total revenue
growth of 8 5%

The group's underlying operating profit
for 2012 of £44 Om represents a 100%
return on revenue, marginaltly lower
than the 10 2% return achieved in

2011 Strong margins in the Galvamzing
segment, particulorly in the USA, largely
offset the negative #npact in the Roods
segment resulting from reduced octivity
associated with the London Olympic
Gomes

The group's UEPS for 2012 15 38 8p,

on increase of 12 5% compared to
2011 The key foctors contributing to
this growth are an improved operating
profit performance, particularly in

the Gaolvanizing segment and in the

US Utiibies busingsses, a reduction in
Interest costs resulting from lower base
rates and lower levels of average net
debt, and o reduction in the underlying
effective tax rate to 26% (2011 29%)




Free cash flow

Return on invested
capital (ROIC)
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Health and safety
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CO, emissions

The group menitors free cash flow
performance to ensure that its profits
generate sufficent cashto support s
acquisition strategy and to mantain
progressive dividend payments

The group torgets ROIC to ensure
It maintains an efficent balonce
sheet and that its operotions, both
existing and ccquired, enhance
shareholder value

The health and safety performaonce
of each subsidiary s key to cur
management of the group as ¢
responsible ernployer end to our
reputation in the markets we
operate

Cost reductions and greater

efficiency improve not only our
operating margins but also the
sustainability of our operations

Underlying free cash flow dwided by
underlying operating profit

Underlying operating profit divided
by everage invested capital

Number of acoidents

Carbon usage comparison year
on year and aver o three year

Audit scores and bench markings programeme
Underlying free cash flow 1s defined Invested capital 1s defined as
as operating cash flow less copital ret vssets excluding current and
expenditure deferred tax, net debt, retrement
berefit obligotions and denvative
financtal instruments
-
=+ Ll ~ 7.3 o
® - w b =
3 " < !
- 2
2 §
5 E
b+
@
=
[¥al
2011 2012 2011 2012 2011 2012 2011 2012

The group achieved an underlying
cash canversion rate of 102% in 2012
Despite the increase m volumes,
working capital reduced by £3 7m
over the course of the year and now
represents 14 7% of annuolised
revenue, down from 15 5% at
Becember 2011 Capitel expenditure
of £18 3m represents ¢ rmultiple of 13
umes depreciation ond amortisation,
higher than the benchmark 1 0 imes
as aresult of planned investment in
a new galvenizing plant in Columbus,
Usa

The group aims to achieve ROIC
that exceeds the group’s weighted
average cost of capital {currently
9 5% on a pre-tax basis), with

a target return of 20% In 2012
the group achieved ROIC of 15%,
morginally ahead of the 14%
achieved in 2011 The improvement
in the year reflects hugher levels
of profitability an similar levets of
avercge net gssets

Duning 2012 we ochieved o
marginal 1 4% reduction in the
nurmber of accidents and continued
t{o improve our prevention
management performance through
the scored audit programme

We continue to 'mprove and

refine our monitoring and |
management of CO, emission
reduction Further details of our
achievernent for 2012 ond our
plans for 2013 are contained in
the corporate social respansbility
report on poge 24
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Principal Risks and Uncertainties

www hsholdings com

Our risk management processes are designed to be forward-looking in the identification, management and mitigation of business nsks that could
impact the group's performance and value The processes will not ebminate risks but rather mitigate them to an acceptable level within the
context of the business environment in which we operaote

Market/Strategic Risks

Economic environment
and markets

Strategic Cannection/Explanation

Medium to fong-term revenue and earnings growth
investment funding

The impact of a general ecenormic downturn that leads to a
reduction in customer demand and production volumes The
group denves part of its revenue from Government spending
on infrastructure projects such as road and rail and any timing,
funding or policy 1ssues con have an adverse impact on key
oreas of the business

Mitigation

Dwversificatton of morkets ond territonies with expansion
inte markets in India, China, Australia and Sweden

Expanding the market for existing products and services

e g pipe supports in the US power generation market

The graup board Is in close contact with the subsichary
management and identifies any wider trends reguinng
action

These risks are also managed at tocal level where they ore
best understond and where we are close to our customers
Each business reviews its cost base in response to changing
crcumstances

Competition and
commercial relationships

Revenue growth, market positioning and profitabiity

The group benefits frorm well established commercial
relabionships with long standing key customers and
suppliers The significant loss of any of these or o worsening
of commercial terrns couid have an impact on the group’s
perfarmonce

Maintaining and developing the quality and
competitiveness of products and services

Close engagement with both key customers and suppliers
supported by monitonng of custorner and supplier
reliablity cur dependency and therr financial secunty

Strengthering of commeraal functions to manage
contract pregress end variotions

[mmediate response to any quality or timing 1ssues Use of
credit nsurance to lessen impact of customer failure

Financio! Risks

Strategic Connection/Explanation

Mitigation

Liqusdity/Foreign
Exchange and Fiscal

Future investment prajects and expansicn of foreign ecrnings

The group I1s exposed to o number of financial nsks including
credit nisk, hquidity nsk and foreign exchange volatility Short
term impact cn earnings

The group operates in a range of different legal, poitical and
fiscal reqirmes presenting both operating and culture nsks

Group comparues operate o cormnmoen set of reporting

procedures and accounting policies and have the

availability of the group intronet The internol audit

progromme regularly reviews our operatons

We have centralised cash and banking centrols and a

treasury function which governs ail greup companies

Hedging of transactions exposure through forward foreign !
exchange rotes

Regular monitoring of tax developments n major

Jurisdictions and actions taken to ensure {through specialist
adwvice) the most effective tax structures

Pensions

Copital that would otherwise be available for nvestment

Factors outside the company’s control, such os mertality rates,
interest and nflation rates ond investrment performance, may
lead to an increase in the deficit and company contributions

Quarterly reporting to the board of invested asset
perfarmance

Maonagement and scheduling of deficit funding in
agreement with trustees

Reduction in liabilities through cessation of future accrual
for the UK executive scheme, as from January 2012
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Operational Risks

Product failure

Strategic Connection/Explanation

Market share and profitability

Many ef the group's products are suppled ta the public
sector for the benefit of members of the public To the
extent that should any of the group’s products fatl, this
could generate adverse publicity and have a significant
effect on the group’s reputation its financial position and
1ts ability to win new business

Pressure to devetop products in competiiive markets with
low margins, to achieve organic growth

Mitigation

Where appropriate, occreditation, regulatory approvel and
testing are undertaken to reach required compliance levels
Comprehensive quality control procedures are backed up
by an appropriate level of insurance cover through a glebal
insurer

Processes are in ploce Lo respond to a given situation to
minimise reputatonal nsk

Imprave policies and internol controls and apply acress the
group

Supply of key raw
materials and services

Organic growth and market share
Pressure on margins and competitiveness

Risks to the quatity of service te our customers through
the failure in the supply chain through abilittes and
competencies

Dependency on key supptiers

‘We monitor the ovailability and price of key raw materals
and energy and where eppropriste hedge aganst volatility
We are reinforcing our controls over supplier selection due
dibgence and performance monitoring both internally

and through the use of external speciclists We also hove
dual souraing and o focus upon mantaining long-standing
relationships

Human resources

Market share, revenue and shareholder volue growth

Cur future success will depend, to a forge degree, on
the ability of the group to attract and retain skilled and
qua'ified personnel, particuiarly ot senior manogement
level

The group offers competitive rates of pay, reviews salaries
annually and provides a competitive package of benefits and
Incentives

Succession planning isundertaken and reviewed at subsidiory
and board level

Environmental and safety

Organic growth of the business and rmoarket share

Chenges in legislatton cnd standards, or the group’s failure
to adequalely control environmental nsks, may have an
odverse effect on the group

A serious faldure on the part of the group to odequately
control its health ond safety nsks could have an adverse
effect upon on its operations, reputation and financiol
performance

Operational management work within the policies and
processes laid down by the group Where appropriate outside
speciabst expertise is engaged and recommendations and
Improvernents monitored for implementation as necessary

Manthly reporting to the boerd of hesith and safety
management and perfermance, including accrdent statistics
and ronked audit performance

[mplementation of o group “safety cloud” 1T systermn in 2012
to enhonce complicnce monitoring and levels of assurance
on improvernent actions

Project Assurance

Acquisitions

Strategic Connection/Explanation

Reverue ond grewth of shareholder value Acquisitions are
a key drver of the strategy

The group 15 an active acquirer Acquisitions can invelve
nsks that might have a matenal impact on the group’s
financial performance and reputatien [ntegration plans
not implemented properly

Mitigation

Sensible profit multiples/prices are paid for businesses
operating in markets that we know well

Comprehensive, rigorous and structured due diligence 15
carned out prior to completion

Formal prior approvel process ot board level before
commitment

A post acquisiion programme of integrotion and review of
performance 15 undertaken for the first 100 doys

Key personnel retained with oppropriately incentrvised
remuneration and benefits

Legal & Regutatory

Compliance (laws and
regulations)

Strategic Connection/Explanation

Prohibitor on future investment and shareholder backing

The group operotes in a number of different terntores and
15 subject to wide-ranging laws and regulations ncluding
1ts business conduct

Mitigation

We mitigate compliance risks through veripus means,
including but not limited to

> Systerms of internal control and nsk management
> The group's code of business conduct and policies

> External and internal legal, complionce and audit
resources, including peer review progromme

Improved training and assurance programmes

Strengthering of management with international
experience




Bergen Pipe Supports foom shop in Thailand

Bergen Pipe Supports newly constructed fectary in Sn Gity, Andhra Pradesh, India

Bergen Pipe Suppoerts pipe shoes, manufactured for use on the 1650mm diometer GRE piping instellation for a notural gas plant providing domest ond industnol supplies into Qatar
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Business Review

Chairman’s Statement

“Our international businesses
have been the foundation of the
performance in 2012, providing
a diversity of markets and
income streams.”

Bill Whiteley
Chairman

Overview
I amn pleased to report another strong performance from the group’s
Infrastructure Products and Galvanizing Services businesses

The group's strategy of complementing organic growth with selective
acquisitions, combined with the reshaping of the group over the last
five years, has resulted in increased earnings, dividend and shareholder
value n 2012

Our international businesses have been the foundation of the
performance 1n 2012, providing o diversity of markets and income
streams The group has now achieved its target of 75% of profits
dernved from Its overseas operations, one year earlier than the target
of 2013

The innovative and entrepreneuriol culture of the group continues to
drive our success in competitive markets and challenging economic
conditions and 1 would like to thank all our employees for their support
ond efforts durning the year

Performance highlights
Below are the highlights of the group’s performance in 2012

2012 2011 % change
Revenue £4407m  E4062m +85
Underlying* operating profit f£446 Om £41 5m +60
Underlying* profit before tax £40 &4m £37 4m +80
Profit before tax £352m £254m +386
Underlying* earnings per share 388p 345p +125
Basic earmings per share 339p 209p +622
Full year dividend 15 0p 132p +136

Net debt £86 8m £103 8m -

www hsheldings com

Further commentary on these results ond the dwisional performance 1s
contained in the business review section on pages 16 to 22

Dividends

In view of the strong perforrmance, the board 1s recommending @
final dividend of 9 2p per share (2011 7 8p per share) making a total
dividend for the year of 15 Op per share (2011 13 2p per share) an
increase of 13 6%

We continue to perform at levels that enable us to maintain a
progressive dvidend policy that has increased dividend poyments by
an average of 10% in each of the lost five years Underlying dividend
cover 15 d healthy 2 6 umes (2011 2 6 umes) The final dividend, if
approved, will be paid on 5 July 2013 to those shareholders on the
register at close of business on 31 May 2013

Governance
Key to the management of our international group 1s effective
corporate governance

As chatrman | aim to ensure that the board and our governance are as
effective as possible [ have o strong experienced board, with a balance
of skills appropriote to the scale and nature of the group and with a
clear focus on

strategic development

the nsksinvolved in achieving that development

?

>

> thenternational diversity of the group

> ogoodunderstanding of the group’s operations
>

performonce at all levels

We haove continued to make progress on the effectiveness of our
governance with a greater facus on time dedicated to strategy,
operational site visits, nsk managernent and the compliance
programme for an internationally diverse group Further details of our
governance activities are contained in the separate governance report




Cutlook

Trading in the USA remains strong with good order backlogs in our
Utilities businesses USA galvanizing 1s expected to perform at similor
record levels to 2012 plus additionat revenues from the increased
capacity of the new plant in Ohio

with the UK Government spend on roads now expected to increase
and without the adverse impact of the Olympics this yeor, we expect
to benefit from up to six managed motorway projects running
throughout 2013 Furthermore, the number of UK water industry AMP5
projects for large diarneter pipework, outfolls and attenuation tanks to
prevent flooding, continues to be encouraging

The prospects for our Bergen Pipe Supports businesses are mixed
with good levels of demand in the emerging markets and ongoing
weakness in the USA

We retain an element of caution about the level of economic
uncertainty within Europe which 1s impacting our galvanszing and
lighting columns operation in France

Hill & 5mith Holdings PLC Annual Report 2012 15
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Elsewhere in the group we have seen a reduction of large project
work, as many of the orders for such projects were in place in 2012
However, we continue to tender for new projects and anticipate these
being awarded and delivered in the second half of 2013

Overall, 2013 hos started slowly, which will lead to earnings being
weighted towords the later part of the year, nevertheless the board
rernains cenfident that our international diversity will continue to
provide resibence in the short term and significant erganic growth in
the medium to longer term

Shareholder commumication

We hotd our AGM on 15 May 2013 ond 1t1s on excellent cpportunity
for shareholders to meet the boord and certain senior executives of
the company If you are able to attend my colleagues ond [ will be
delighted to see you

Bill Whiteley
Chairman

12 March 2013

varioguard in use ot junctions 5 to 7 af the M25 for the central reservation work of the managed materways contracl
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Review of 2012

Derek Muir
Group Chief Executive

2012 overview

The overall performance of the group for 2012 was in tine with the
outlook staterment qiven at the time of our intenm results in August
2012 and reiterated in our November 2012 interim management
staterment

The year on year comporatives reflect strong organic revenue growth
within Infrastructure Products particularly in the Utilities dwvision
where we have an international footprint, offset partly by o weaker
perfarmance in the Roads division due to the London Olympics
Galvamizing saw a robust performance from France and the UK and an
outstanding performance from the USA

The international diversity and strength of our businesses within their
respective markets, especially in the USA aided our performance
Profits from the USA operations represented 50% cof underlying
operating profits (2011 32%} and in totat 76% of profits were
generated from operations outside the UK (2011 65%)

Revenue for the year increased by 8% to £440 7m {2011 £406 2m)
Crganic revenue growth, at constant currency, was 7 4% Adjusting for
the net £9 2m revenue ansing from acquisitions and disposals, revenue
increased by £25 3m to £431 5m (6% higher than 2011) Underiying
operating margin was relatively constant at 10 0% (2011 10 2%)
Strong orgamc growth resulted in underlying operating profit increcsing
by 6% to £44 Om (2011 £41 5m) Acquisitions accounted for £0 9m of
the grawth in underlying operating profit Underlying operating profit
before taxation was higher gt £40 4m (2011 £37 4m)

Infrastructure Products

The division 1s focused on supplying engineered products to the roads
and utilities markets in geographies where there 1s a prospect of
sustained long term nvestment in infrostructure 1n 2012 the division
accounted for 73% (2011 68%) of the group’s revenue and 43%
(2011 48%) of the group's underlying operating profit

www hsholdings com

Mark Pegler
Group Finance Director

Revenues increased by 16% to £319 8m {2011 £276 1m) Margins
declined by 140 basis points to 5 8% {2011 7 2%) due primonly to
higher than enticipated costs and operational difficutties for our
new kightweight gantres and lower profitability in roads, due to the
Olympics

Utihties

The requirements for new power generation n emerging economies
and replacement of ageing infrastructure n developed countnes,
provide an excellent opportunity for the group’s utilities businesses

Revenues increased to £205 7m (2011 £167 Om) which after odjusting
for acquisitions and currency impacts, reflects 13% organic growth of
£22 5m Underlying operating profit increased by £1 9m to £13 4m
(2011 £11 5m) with acquisitions contnbuting £0 9m of the growth

The organic growth was driven mainly by our US based businesses V&S
Utilities and Creative Pultrusions, which benefitted from a more active
USA utibities market

V&S Utlities manufacture substation structures which are in demand
due to the long owaited upgrade to the USA power grid together with
the requirements placed on the grid to connect through to the solar
and wind renewable sectors Dunng the year we supplied complete
substation packages to the North Bloomfield project for Northeast
Utiiities and, os part of the Texas CR62 project {Competitive Renewable
Energy Zones), also supplied substation structures to AEP There
rermains good wisibility in this areno ond we have entered 2013 witha
strong order book

Creative Pultrusions, our composites company in the USA, achieved

a record performance delivering @ number of large projects in the
transmission, rail and coeling tower markets Over the year we further
developed high value products for niche markets These products are
ightweight, carrosien resistant and offer improved installation times,
thereby substituting troditional materiols There 1s a growing demand
for composite products and this was evident in the supply of 85 railway
platfarm extensions for the upgrade to the Wessex Line in the UK




Hilt & Smith Hotdings PLC Annual Report 2012 17

Laeay i

Bustness Review
Ty g €

$ o,y te

{the Y rr g o0

“Strong organic growth resulted in underlying
operating profit increasing by 6% to £44.0m.”

The first half performance was assisted by two large projects, one of
which, the supply of ballistic panels to the US Department of Defense,
1s unlikely to be repeated

Bergen Pipe Supports 1s the largest business within the Utilities
division, with a global manufoctuning footprint Bergen designs and
manufactures iarge industrial pipe supports for gas, coal and nuclear
power plont applications around the world

Manufacturing plants in the USA were successful in growing their
business supplying support to petrochemical plants, power station
upgrades and a major MOX nuctear weapons decommissioning plant
under censtruction in South Carolina There remans a hiatus on the
decision of fuel type for new power plants in the USA due to the
abundance and low cost of shale gos We expect more enquiries for
large gas power plants later in the year

In August 2012 we completed the construction of our Indion factory
neor Chenna, which was built to supply the growth markets of power
generaotion in India During the year we supplied supports to three
large coal-fired power stations in Indio from our plants in the UK and
Thailand This created operational chaltenges in the second hoif of the
year as we worked through a record order book

We ended 2012 with an arder book of £16m (2011 £10m) which has
cantinued to grow in the first two months of 2013 New orders have
been porticularly encouraging from our Global Supply Agreements for
key projects in Australiz and the Middle East

We have strengthened the internctional experience of the Bergen
management team with the recruitment of Andrew Logue from
Siemmens This will also assist the integration of our acquisitions os we
harmonise pur routes to market

The UK Water Industry's Asset Manogement Programme (AMP5) 1s now
I its third year and our order book remains streng for large diometer
plastic pipework, storm attenuation tonks and sewage outfalls The
increased nisk of flooding and improving hausing markets will see
demand far our products remains strong for the foreseeable future

Access Design, which manufactures and installs secondary steelwerk,
industrial flooring and handrails to AMPS5 projects, started with o record
arder book, but the UK controcting arena has proved very challenging
We have taken action to reduce our exposure in contracting and
concentrate our efforts in manufacture and supply only of industnal
flocnng This has resulted in a cost reduction exercise, including a
number of redundancies announced since the year end

Large orders were received for our enhanced secunty products
Stronguard and Bristorm to a gold mine in the Dominicon Republic
and an aluminium smelter in Saud Arabig, which demoenstrates our
products are specified by clients who are required to protect ther
strategic assets This 1s a growing international market where preducts
from the UK are being specified for major projects

Demand has continued for our newly devetoped sclar panel mounting
systemn which was supplied to projects in Germany, Belgium, Greece
and the UK Whilst the feed (n tanffs have been reduced, lower solar
panel prices hove ossisted the wability of the projects We expect the
UK to be our main market in 2013 as a number of farge schemes are
plenned

Qur acquisition of Expomet Building Systems, a company based in
Hartlepool supplying expanded metal products through the major
bullders’ merchants and DIY retailers, has been integrated into Birtley
Building Products, also based in the North East The synergies of the
two businesses are now being realised and the acquisition 1s already
earnings enhancing

Roads

Primarnly in the UK, but with an increasing international presence, our
Roads division destgns, manufactures and supplies temporary and
permanent safety products for the roads market

Revenues increased by 5% to £114 1m (2011 £109 1m) representing
36% of the Infrastructure Products segment At constant currencies
and adyusting for the effects of acquisitions, annucl growth was £1 7m
(2%) Underlying operating profit of £5 3m was £3 1m lower than the
prior year (2011 £8 4m) with no material effect from acquisitions or
currency movements

As anticipated, @ number of major roads schemes were completed
ahead of the Londan Otympics There was reduced roadwork activity
during both the Olympics and Paralympics which led to iow utilisation
of Varioguard, our temparary vehicle restraint system, in the second
half of 2012

Since the beginning of 2013 we have secured a number of long term
rentol contracts for Vanoguard on major Managed Motorway Schemes
and lone widening contracts The largest of these schemes 1s on the
M25 where there is currently 30km of Varioguard, which will nse to
60km in the second quarter We onticipate the utilisation of Varioguard
to return to more normalised levels 1n 2013

To compensate for the reduced activity in the UK we promoted our
European and USA tested road restraint systems into Austroliq, the
Middle East and Scandinavia As aresult a number of large projects
were won and completed in 2012 Cur newly formed company In
Austratio provides an excellent foundation for future growth where
we are awaiting final approval for Zoneguard and where 1s 1t already
established in the rental market for temporary steel barriers




18  Hill& Smith Holdings PLC Annual Repart 2012

Review of 2012 continued

In the USA we ended the year with the strongest utilisation of
Zoneguard to date This 1s ¢ result of our activities In the Southern
States where construction 1s carned out throughout the year We are
continuing to establish distributors for Zoneguard in States where
full approval has been granted and we anticipate a combination of
sales and rentals going forward The utilisation levels in 2013 have so
far been encouraging and we expect to benefit from a two-year USA
Roads Bill put in place at the end of 2012, which calls for the use of
additional barniers in work zones

Profitability in cur ighting column businesses in France and the

UK benefitted from our investments, the additional volumes

from five ighting column PFI's secured in 2011 and a further PFI
project for Sheffield was won in the first half of 2012 In France

we are experiencing lower domestic demand due to the economic
environment, however, further investment in a large automated press
will reduce manufacturing costs and allow us to target maore export
projects

Our first major motorway contract for new lightweight gantries was
completed in 2012 As previously reported at our interm results, the
costs of the design, manufacture and installation for this project
exceeded initiol expectations A second project was manufactured
later than the initiol programme which resulted in sub-contracting the
fabrication work, consequently leading to additional costs to complete
the contract The experience and knowledge gained through thus new
programme has resulted inimproved design and more robust contract
contrals

Techspan, our electronic signage business, supplied £4m of road
signage for the oppreaches to the new Forth Bridge Crossing We also
supphied Varioguard, gontries and troffic data collection equipment
to this project, which is similar to the managed motorway projects in
England The Highways Agency have placed a small order for supply
in the first quarter of 2013, however, there 1$ currently ne indication
of a large bulk purchase order as the design and layout of the signs
continue to evolve and are yet to be finalised

ATA, our Swedish reads business acquired 1n 2011, had a disappointing
first half in 2012 Market conditions however, improved in the second
holf when we were successful bidders on larger roads projects We
expect a stronger performance in 2013 as cur highway products from
the UK become more established in this geegraphy During the year
we established o branch of ATA (n Norway to further penetrate the
Scandinavian market

Gatvanizing Services

Offering corrosion protection services to the steel fabrication industry
with multi-plant facilities in the UK, France and USA, Galvanizing
Services now accounts for 27% (2011 29%) of the group's revenue
and more significantly 57% (2011 52%) of the group's underlying
operating profit

At constant currency, revenues increased 5% to £120 5m (2011

£118 5m} whilst operating profit was hugher at £25 3m (2011

£21 6m) Margin improvement in the UK and USA resulted in on overall
margin of 20 9% (2011 18 2%)

Overall, goivanizing volumes were 5% ahead of 2011 primarily due to o
strong performance in the USA

www hsholdings com

LISA

Located in the North East of the country, we cre the market leader with
six plents offering local services and extensive support to fabricators
and product manufacturers involved n highways, construction, utilities
ond transportation

volumes Increased 16% year on year, led by increased demand from
utilifies, transmission, bridge and solar sectors and a more positive
trend on industriol preduction Zinc prices remained stable throughout
the vear and due to the cdditional volumes, cperational efficiencies
and {ower cost base we were able to improve our profitability by 34%
The construction of the new plant in Columbus, Ohio, was completed
on time and on budget and will be fully operational in March 2013,
providing smproved operational efficiencies and adding an odditional
40% capacity to the existing site

A location for the next greenfield plant has been identified and 15
planned to be operat:onal in the second half of 2014 This 1s part of
our organic growth strategy in the USA where golvanizing 1s a young
market growing through specification and design, encouraging
architects and engineers to maove from painting to galvanizing

France

France Galvo has ten strategicolly located galvanizing plants each
serving a locol market We act as a key part of the manufactuning
supply chan in those markets, and have delivered a high level of
service and quality to maintain our position as market leaders

Volumes remained stable at prior year levels assisted by o twelve
month contract for galvanizing transruss:on and lighting poles for a
manufacturer which is re-building its galvanizing plant Excluding the
contribution from this one off contract, underlying volumes in France
would have been lower by 6% Energy and employment costs were
hugher which resutted in o sight reduction in profitability We expect
reduced volumes n 2013 due to the ongoing challenging economic
climate in France

UK
Qur galvanizing businesses are located on nine sites, four of which are
strateqically adjacent to our Infrastructure Products manufacturing

Compared to 2011, volumes improved by 4% The improvernent took
place in the first quarter of 2012, due to a mild winter and increased
volumes of our own infrastructure products Later in the year we were
encouraged by an impraovement in the volumes of structural steel

for car parks and waste to energy plonts Volumes were also ossisted
by the Beauly to Denny transrmission tower project which will run
through 2013 Qperational iImprovements, together with the additional
valumes resulted in improved profitability The market remains stable
and volumes are expected to be similar in 2013




Goivonized guard rod and structures for the renovated court 17b at Queens tenmis club New York The galvamzing work was undentaken by US galvonizer Voigt & Schweitzer

Machinery in operotion at the newly acquired business of Expamet Building Systems (Hartiepool, UK) Showing on the left hand side s the Expamet metol beoding widely used for plestered
surfaces and one of Exparmets leading branded products

Barkers StranGuard secunty fencing installed complete with o full length electnc fence, pratecting a CNI iisted sub station
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Income statement phasing I;';Sl; Secag;ﬂr yz;l:
2012 |
f Revenue £m 2238 2169 4407 ?
! Underlying operating profit £m 227 21,3 44 0
" Margin % 101 98 100 |

2011

Revenue £m 1951 2111 406 2

Underlying operating profit £m 182 233 415

Margin % g3 110 102

Revenue of £440 7m was £34 5m or 8% ahead of the prior year

with acquisitions/disposals completed during both 2011 and 2012
contributing a net £9 2m additional revenue and £0 9m underlying
operating profit Organic revenue growth amounted to £30 Om, some
7% ahead of 2011 Underlying operating profit of £44 0m included
organic growth of £2 3m, representing a 6% improvement on the
previous year Further details of the organic performance of the
business are provided in the business review The translation impact
arnising fram changes in exchange rates, principally the US Dollar and
Euro, reduced total revenue and underlying operating profit by £4 7m
ancg £0 7m respectively

As expected, in contrast with the second half weighted results in 2011,
the phasing of revenue and underlying operating profit was more first
half biased 1n 2012, pnincipally reflecting the impact of the London
Olympic Games en our Roads activity The performance in 2013 15
expected to revert to being more weighted to the second half, as
noted In the business review

Cash generation and financing

The group again demonstrated its cash generating abilities with strong
operating cash flow of £58 4m (2011 £35 3m), including a reduction
in working capital of £3 7m (2011 £16 1mncrease) The impact on
working capital of zinc and steel commaodity prices year on yeor was
not material Working cepital as a percentage of annuclised sales
improved ta 14 7%, from 15 5% ot December 2011, an underlying
reduction of ¢ £3 5m taking into account the higher revenues Debtor
daoys were broad'y similar ta the prier year at 61 days (2011 60 days)

Caprtal expenditure at £18 3m (2011 £12 6m) represents a multiple
of depreciation and amortisation of 1 3 times {2011 0 9 times) Dunng
2012, the group expended £5 2m on a new buwild galvanizing facility in
Columbus, Ohio, with o further £2 5m expected to be spentin 2013
Other significant itemns of expenditure included £1 6m in respect of the
new pipe supports manufacturing foclity in Indio and £1 5m of new
manufacturing equipment for the French lighting column operation, in
furtherance of the group’s organic growth plans The group continues
to invest In organic grawth opportunities where returns exceed internal
benchmarks

The group measures its operating cash flow performance based on
ts underlying cash conversion rate, defined as the ratio of underlying
operating cash flow less capital expenditure to underlying cperating
profit In 2012 the group achieved an underiying cash conversion rate
of 101% (2011 67%) and over the past five years hos achieved an
overage rate of 95% despite a number of major capital projects being
undertaken during that time
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Group net debt ct 31 December 2012 was £86 8m, a decrease of

£17 Om ogainst 31 December 2011 (£103 8m) principaliy driven by
the strong cperating cash flow performance during the year The
group’s net debt remains principally denominated in US Dollars and
Euros which act s a hedge against the net osset investments in
overseas businesses Net debt decreased yecr on yeor by £2 Sm due to
exchange rate movements

Change In net debt

b7 Taem ! 2011

£m fm

Operating prefit 392 329
Depreciation and amortisation” 16.4 i 168
Working capital movement W .37 (16 1)
Pensions and provisions (2 0) {4 3)
Other items 52 60
Operating cash flow 58.4 353
Tax paid (11.6) (7 5)
Interest paid (net) % (4.3) 77
Capital expenditure % (18 3) (12 6)
Sale of fixed ossets ' 05 01
Free cash flow ! 24.7 76
Dwvidends ! (10.2) | (98)
Acquisitions ©05)! (36 2)
Disposais - : 62
Net 1ssue of shares ' 05 : {07)
Chonge in net debt 14.5 5 (329)
Opening net debt (103.8) (70 6)
Exchange 25 {0 3}
Closing net debt | (86 8) (103 8)

*includes £2 4m (2011 £2 2m) in respect of acquisition intangibles

In May 2011 the group announced the refinancing of its principol debt
facility by entering into a new £210m five year multicurrency revolving
credit agreement The facility, provided on competitive terms, (s
funded by a synd:cate of five leading banks which include existing and
new relationships

Maturity profile of debt facilities

2012 2011

£m Im
Ondemand |, £157m COn demand £12 8m
2013-2015 | £3.1m 2012-2015 £71m
2016 £211.5m 2016 £2154m

The principat faclity matures i Aprit 2016, which affords the group
significant certainty in terms of sts funding requirements for the
foreseeable future At the year end the group had comrmutted debt
facilities avelable of £214 6m and a further £15 7m in overdrafts and
other on-demand facilites



The principal debt facility 1s subject to covenants which are tested
semi~annually on 30 June and 31 December The covenants

require that the ratio of EBITDA {adjusted profit before interest, tax,
depreciotion and omortisation as defined in the facility agreement) to
net interest costs exceeds four times and require the ratio of net debt
to EBITDA to be no more than three times

The results of the covenant calcutations ot 31 December 2012 were

Actuat Covencont
Interest Cover 161 times 4 0 times
Net debt to EBITDA 15 times 3 0 times

Appropriote monitoring procedures are in place to ensure continuing
compliance with banking covenants and, based on our current
estimates, we expect to comply with the covenants in the foreseeable
future The foclities avallable to the group provide significant
headroom against its expected funding requirements

] C T 2012 ) 2011

1 £m f£m
Underlying net cash interest .
> Bank loans / overdrofts l 35 37
» Finance feases / other 01 36 04 41
One off financial expenses relating to
refinancing ,
> Bank and legal fees : - 29
> Termination of interest rate swaps - -, 04 33
Non cash I i
» Change in farr value of financial - (VY

!

Instruments

04 04! 02 01

i

> Net pension interest

40° 75

Net financing costs decreosed by £3 Smto £4 Om (2011 £7 5m) Net
financing costs in 2011 included one-off costs of £3 3m associated
with refinancing the group’s principal debt facility The net cost from
pension fund financing under 1AS19 was £0 4 {2011 £0 2m) and
given 1ts non-cash nature continues to be treated as ‘non-underlying’
in the consolidated iIncome statement The underlying cash element
of net financing costs decreased by £0 5m to £3 6m (2011 £4 1m)
directly as a result of lower morgins incurred on the principal debt
facility triggered by lower levels of Net Debt  EBITDA, folls in LIBOR
over the period and lower levels of average net debt generalty
Underlying cperating profit covered net cash interest 12 2 times (2011
10 1 times)

The group has approximately 39% (2011 30%) of its gross debt of
£95 7m at fixed interest rates, either through interest rote swaps or
finance leases Interest rates are predominantly denominated in US
Doliars, with smaller tranches of Sterling and Euros, and closely reflect
the group’s debt profile

Return an invested capital {ROIC)

The greup aims to maintain ROIC above its pre-tax weighted average cost
of capital (currently around 9%}, with a target return of 20% In 2012,
ROIC increased to 15% (2011 14%) as a result of improved profitability
on a retatively stable asset base The group measures ROIC as the ratio of
underlying operating profit to average irvested copital Invested capitat

15 defined os net assets excluding current and deferred tox, net debt,
retirernent benefit obligations and dervative finanaiat instrurnents
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Exchange rates

Given its internaticnal operations and markets, the group I1s exposed
to movernents in exchange rates when translating the results of
international cperations into Sterling Retranslating 2011 revenue and
undertying operating profit using 2012 average exchange rates would
have reduced the prior year revenue and underlying operating profit by
£4 7m and £0 7m respectively

Non-underlying items

The tatal non-underlying tems charged to operoting profit in the
consolidated income statement omounted to £4 8m (2011 £8 6m)
and were made up of the following

>  Business reorgonisation costs of £0 8m (2011 £1 2m) - principally
relating to redundancies and other costs ossociated with site
restructuring, of which £0 5m were cash costs,

>  Non-cash amortisation of acguired intangible fixed assets of
£24m (2011 £22m),

>  Acquisition reloted expenses of £0 8m (2011 £0 7m) - costs
associated with acquisitions expensed to the consolidated
income statement 1n accordance with IFRS3 (Revised),

> Acurtalment loss of £0 4m ensing from the UK Defined Benefit
Pension Scheme ceasing future accruols in Nevember 2012, and

> Lossesof £0 4m (2011 gains of £0 4m) In respect of the fair value
of forward fereign currency contracts

Non-underlying items in 2011 included

> Alossof £5 9m on the disposal of Ash & Lacy Bunding Systems
Limited, a non-core business, on 22 July 2011, including £5 Om of
capitalised goodwill,

>  Aganof £1 6mn respect of the group's UK defined benefit
penston obligations following amendments to the inflaticn
assumptions to reftect CPI rather than RPI (£1 1m) and o
curtallment gain (£0 5m) on the cessation of future accrual in
respect of the UK Executive Scheme In addition, a loss of £0 4m
was recognised in respect of the group’s French defined benefit
pension abligations following changes in local legislation to
equolise benefits across vanous member categones, and

>  Losses on sale of properties of £0 2m

The cash impact of the above items was an outflow of £0 3m (2011
£1 6m} with a further £0 4m expacted to be spentin 2013 The nen-
cash element therefore amounted to £3 5m, principatly due to the
amortisation of acquired intangibles of £2 4m noted above

Tax

The group’s tax charge for the year was £9 1m (2011 £93m) The
underlying effective tax rate for the group wos 26% (2011 29%)

The internationa! nature of our operations does mean that the mix

of profits in a particular year canimpact the group's effective rate

of tax The income statement tax charge was lower thon tax paid of
£116m (2011 £7 5m) due to the benefic:al impoct of prior year credit
following the satisfactory resolution of certoin histoncal tox matters

The group's net deferred tax hiabilty s £11 2m (2011 £170m) A
£92Zm (2011 £10 5m) deferred tax iability is provided in respect of
brand names and custorner relationships acquired A further £2 Om
(2011 £2 3m) s provided on the fair value revaluation of French
properties acquired as part of the Zinkinvent ccquisition in 2007

These habitities do not represent o future cash tax payment and will
unwind os the brand names, customer relationships and properties are
omortised
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Earnings per share

The board believes that underlying earrings per share (UEPS} give the
best reflection of performaonce in the year as It strips out the impact

of non-underlying items, essentiatly one off non-trading items and
acquisition intangible amortisction UEPS for the period under review
Increosed by 12 5% to 38 8p (2011 34 5p} The diluted UEPS was 38 5p
(2011 34 2p) Basic earnings per share was 33 9p (2011 20 9p) The
weighted average number of shares in 1ssue was 77 0m (2011 76 9m)
with the diluted number of shares at 77 8m (2011 77 7m) adjusted for
the outstanding number of dilutive share options

Pensions

The group operates a number of defined contribution and defined
benefit pension plans in the UK, the USA and France The 1A519 deficit
of the defined benefit plans as at 31 December 2012 was £16 3m
compared with £16 4m ot 31 December 2011 The impact of tower
discount rates (as a result of falling gilt rates) used to value the
pension obligations was broadly offset by increases in value of the
underlying ossets

The Hill & Smuth executive pension scheme and the Hill & Smith
pensign scheme {the ‘schemes’) remain the largest employee benefit
obligations within the group The [IAS19 deficit of the Schemes as at 31
December 2012 was £13 8m (2011 £14 3m) In common with many
other UK companies, the schemes are mature having significantly
more pensioners and deferred pensioners than active participating
members The group has recently completed negotiations with the
trustees regarding the triennial valuation dated 5 April 2012, agreeing
deficit recovery plans that require cash contributrons over and above
the current service accrual amounting to £2 5m for the three years to
April 2016, followed by payments of £2 3m for a further seven years
The date of the next trienmal review 15 5 April 2015

The schemes are closed 1o new members Future accruals in the
executive scheme cegsed in December 2011 and in the main scheme
in November 2012

Rewvisions to 1AS 19 will become effective in 2013 that will have the
impact of increasing the net financing cost of the schemes by around
£0 5m It should be noted that the change has no impact on the
group's underlying earmings, as the non-cosh net financing cost on
defined benefit pension schemes s treated as a non-undertying item

Acquisitions

On 23 May 2012 the group acquired the trade and certan of the
assets and habitities of Expamet Holdings Limited and subsidiaries
{In Adrmirustration}, @ company operating in the UK, manufactunng
and distributing expanded metal products into the building and
infrastructure markets The consideration was £0 5m in cash

Treasury management

All treasury activities are co-ordinated through a central treasury
function, the purpose of which 15 to manoge the financial nisks of the
group and to secure short and long term funding at the rmumimum
cost to the group 1t operates within a framework of clearly defined
board-approved policies ond procedures, including permissible funding
and hedging instrurments, exposure lmits and a system of authonttes
for the approval and execution of transactions 1t operates on a cost
centre basis and s not permitted to make use of financial Instruments
or other denvatives other than to hedge idenufied exposures of

the group Speculative use of such instruments or dervatives s not
permitted Liquidity, interest rate, currency and other financiol nsk
exposures are monitored weekly The overall indebtedness of the
group 1s reported on a daily basis to the chief executive ond the finance
director The group treasury function i1s subject to an annual internal
and external review of controls
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Going concern

The directors have assessed the future funding requirements of the
group and the company and compared them to the level of committed
availoble borrowing faciities The assessement included a review of
both divisional and greup financial forecasts, financial instruments

and hedging arrangements, for the 15 months from the balance sheet
date Major cssumptions have been compared to externai reference
points such as infrastructure spend forecasts across our chasen market
sectors, Govarnment spending plans on road (nfrastructure, zinc, steel
price and econcrruc growth forecosts

The farecasts show that the group will have sufficient headroom in the
foreseeable future and the likelihood of breaching banking covenants
In this penod 15 considered to be remaote

Having undertaken this work, the directars are of the opimion that the
group has odequoate committed resources to fund its operations for
the foreseeable future and so determine that it Is appropriate for the
financiol statements to be prepared on a going concern basis

Derek Muir Mark Pegler
Group Chief Executive Group Finance Director

12 March 2013




Access Designs newly designed and manufactured gantry being instalied close to Junction 20 on the M0 in Scotland

FlexBeam Hi-Flex crash barner, supplied by our Swedish corpany ATA Bygg och Markprodukter AB in Nykoping, Sweden

GRP SUPERDECK mass transit decking installed at 45th Road, Courthouse Square rail station New York, which replaced the existing concrete platform with o ightweight imited maintenance
decking system The platform comprised 13,000 square feet of SUPERDECK which wos monufoctured and supplied by cur US company Creative Pultrusions Inc
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Corporate Social Responsibility

Our aims

The group assesses those corporate responsibility 1ssues matenal
to the delivery of its strategic objectives, its long term growth and
the interests of all its stakeholders To achieve this we focus upon
econamic, ethical, social and sustainable policies and practices that
can be appropnately applied and developed throughout the group

The board of directors has implemented, reviewed and updated
policies dealing with the group’s responsibilities for the environment
and relationships with its various stokeholder groups, including

its employees These policies are structured to be appropriate to
country legislation, custorn and practice from around the group and
relevant industry best practice The policies set the framework for

the implementation and development of the corporcte and sccial
responsibility activities for the group, In the context of the delivery of
the group’s strategic objectives and of the interests of all stakeholders

Responsibilities and accountability
Derek Muir, the chief executive, 1s the main board director responsible
for the corporate socicl responsibility performance of the group

Divisional executives and operoting company directors are responsible
for compliance with the group’s policies, thewr communication across
the businesses, implementotion of the supperting prninciples and
monitoring

Use of o dedicated forum on our group Intranet, enables the individual
companies to network on any initiatives related to our corporate
responsibilities and to share their plans and experiences

All our employees have a responsibility to be aware of and to comply
with, the group’s policies and procedures, which have been developed
for thewr guidance and to regulate the conduct of the day to day
operations of the business Employees are able to make suggestions to
improve these policies and procedures

Measuring our performance

In accordance with cur aims, we have continued to focus our
monitoring and management on corbon dioxide CO, emissions, energy
consumption and health ond sofety We have established measures
and performance targets for these matters and our progress is
explained under the key corporate social responsibility categories of

>  Environment - the environmental iImpact of our operations
>  Workplace - health and sofety of employees and third parties

Environment
In order to mirumise the environmental impact of our operations and
related costs, we

>  assess the potential impact and implement measures to rmitigate
these (e g capital expenditure projects), and

> measure consumpticn and emissions, to moniter and control
performance efficiency and complionce with our policres

The group's UK sites continued to moke progress in reducing thewr CO,
emissions through lower electnaity and fuel consumption Our second
three year programme, which runs through to the end of 2013, hos o
target of 5% per annum reduction in CO, ermissions In 2011, the first
yeor of this programme, we achieved the torget for that yeor, with

a reduction of 5% However In 2012 we recorded an overall 8% per
annum increase pnmarily due to the acquisition of the manufacturing
business of Expamet in the UK ond the increased activity within our
galvanizing and iafrastructure production plants
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The first disclosure of CO, emissions for our UK sites under the Carbon
Disclosure Project {www cdproject net/CDPResults/CDP-FTSE-350-
Chimate-Change-Report-2012 pdf) was made in 2012 and we will

be disclosingall our group site CO, emissions in 2014, for the 2013
calendar year

We ore currently being assessed for the Corbon Trust Standard in
respect of our performance in 2012 and we expect to achieve that
standard

The company s a full participant of the CRC Energy Efficiency Scheme
{CRC) Qut of 2,097 participants in the CRC performance league table,
we are ranked at number 729 (o0 marked improvement over our
previous ranking in November 2011 of 1,301} The CRC performance
league table can be seen at crec enwronment-agency gov uk/pplt/web/
plt/public/2011-12/CRCPerformancel eagueTable20112012

Our worldwide errussions dota 1s already being collected in advance
of the proposed UK legisiation relating to "Mondatory Greenhouse Gas
Emisstons regorting” which i1s about 1o be ploced before Parliament
and will require reporting of the global emissions, from the 2014
annual report

The localised solutions we have for waste disposal and recycling
continued to be challenged and reviewed during the year, to 05sist
monitoring of the recycling of waste across the group This imtiative 15
In its early stoges and it 1s therefore not possible to prowide meaningful
performance data untl 2013

We reviewed the management of water usage through a third
party specialist ang concluded that there was little scope to reduce
consumption and therefore produce materal net financial savings

Our challenge continues to be balancing the ochievernent of our
corporote social responsibility targets with the increased actwity and
development of the group's operations and products The initiatives
and monitonng, we have now put in place, such as the Carbon
Disclosure Project and Carben Trust Standard, will assist us in achieving
that balance ond effectively determine delivery in a reatistic financicl
fromewaork and timescale




Workplace
Heglth and safety
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We are commutted to providing our employees and all those who visit the group’s sites, with a safe and heaithy workplace and environment

Below 15 the framework of our policies and processes for managing our health and sofety and envirenmental responsibilities

Health, Safety & Environmental Policy (HS&E)

fo ot e s e e

group wide policy statement ;

b e o — - -

—— e — e e e B T -

;— group code of business conduct
L | [reference to health & safety and the environment) |

Arrangements for HS&E

i group roles & responsibilities

AL

annual action plan (part of 3 yéur étrotegy) ;

1—-—-———»—-%—w~ —— e —
|

—— — — [, - —— e e —e e = - - - -

'

' group management standards group gevernance assurance

PLC HS&E Strategy

| ‘

. e ey T .

regular reporting to the group board '

Local/Subsidiary arrangements

health & safety and environment ; ‘

... policies

— . v
. local management structure ool . local procedures _—I

. # [ [ . . - — PO - - -~ — — H

In 2012 we made the following progress on the group's health and safety intiatwes and objectives, identified for that year

Our objective/imitiotives 2012

What we did

Lowering the acaident rate so thot we
recover ta our stated target of o 10% year
on year reduction

We achseved a 1 4% reduction As can be seen from the table telow our galvonizing operations
reported a 7 6% increase

2011 2012
[nfrastructure 218 203
Galvonizing 132 142
Total no of incidents/accidents 350 345

Full implementation of the “safety cloud”
[T system

Full implementation was achieved for all our UK sites and o programme hos been set to roll this
out to our international operations in 2013 Both our US and French galvanizing businesses have
comprehensive locatly designed software reporting and the “safety cloud” systern will therefore
complement rather than reploce the systems for these twa major businesses

Full assessment and analysis of
nternciionct practices and any potential
dwvisional (e g galvanizing) or individual
company benefits

Health and safety officer exchange visits were undertaken for the US and UK galvanizing
businesses ond information exchanged on a group bosis through our Intranet communication
site We are continuing to develop this tnibiative with a dedicated international site and company
assessment pregramme through an independent health and sofety consultant

Maintenance of our current UK audit
weighted average health and safety
management performance score levels
and where feasible, impraving the average
score

The UK weighted average score achieved for 2012 improved by 7% bringing the level of
improvement, since inception of the measure, In 2010, to 40% This programme 1s ongoing ond
has a target of 5% improverment for 2013

Use of a dwisional or comparable business
measure to monitor performance

Use of compurable key reporting measures across the group was further developed os part of
the implementation of the “safety cloud” programme for the UX With extension of the use of
this system to our international operations, further reporting of key measures will be ovalable for
menitoring at the group leve!

Implementation of a group strategy for
occupational heatth

This project has now been prionitised for 2013
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Corporate Social Responsibility cont

Employment policies

The group has a clear policy of promating an envirenment in which

all employees are motivated in order to achieve their best Employees
at all levels throughout the group are encouraged to make a full
contribution Fairness and equal opportunity are core to the group’s
employment policy and this applies to rat onty any job applicant ar
matters relating to gender, age, race, sexual preference, morital status,
religion, belief or disability but also promotion, development and
training The group has a pelicy of non-discrimination and does not
tolerate bullying or harassment

The group gives full consideration to applications for employment from
disabled persons where the requirements of the job can be adequotely
fulfilled by o disadvantoged or disabled person In the event of an
existing employee becorming disabled, continuing employment will be
provided wherever practicable

Each aperating subsidiary has employment and related policies

and procedures teilored to the local operations and detalled in

staff handbooks or employment terms and conditions These

are reviewed and updated as necessary in the light of any policy,
legislative or employment practice changes The board volues two
way communication between the operating businesses, management
and emptoyees on all matters offecting the welfare of the business
including reqular group senior management and board director visits
to operating units

Involvement and reward

Effective communication 15 encouraged within the group through the
subsidiary company management, the group’s website and its intranet
site, along with the development of centrolised briefings and training
programmes

The group encourages employee share ownership through the 2005
Employee ShareSave Scheme which currently has 223 employees
participating, 29 of whom contribute at the maximum permitted by
HMRC

Training and development

Recrutment, training and development 15 designed to ensure that
the group has suitably skilled and qualified employees to sotisfy the
operational needs of the business as well as offer opportunity for
personal growth and development

The group provide a range of training and development opportunities
to employees, including

> induction training,
>  health and safety training,

>  programmes relating to the enhancement of knowledge and skills
for each employee's current position,

»  programmes relating to the provision of knowledge and skills for
new procedures or standards,

>  programmes with a specific management or supervisory focus,

>  support with programmes leading to a professional or acadernic
qualificatien, and

»  programmes for compliance with the bribery act and our code of
business conduct
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rinued

The group recognises that narmally the main training method will be
through eachemployee’s immediate ine manager, with most training
carried out in the workplace Training 1s primarly delivered through
Internol resources with assistance from external prowiders as and when
required At the head office of the group we held 11 traning courses
covering

IT training - Powerpoint, Excel and Outlook,
group managernent development programme,
successful supervisors programme,

sales development programme,

appraisal skills,

management workshaps,

Woow WV W v

assertive communication in the workplace, and
>  group health and safety forum

Diversity and mclusion

We believe inequal opportunities regardiess of gender, sexual
orientation, age, marital status, race, religion or other beliefs and
ethnic or natonal ongin Qur policies, practices and regulations far
recruitment, traiming and career development promote equahity of
opportunity while being appropriate for the relevant market sector
and country of operation Qur csm 1s to encourage a culture in which
aoll employees have the opportunity to develop fully according to ther
indmidual abilities and the needs of the group The group remains
commutted to the fair treatment of people with disabilities regarding
applications, traintng, promation and career development

An employee who becormes disabled would, where appropriate, be
offered apprepriate traiing

Marketplace

The group’s relationship with its customers, suppliers and the
communities it operates in 1s founded on an established reputation for
integrity and farness

The development and continugtion of long term business relationships
ore important to the ongoing success of the company and provide
further evidence of the reputation it has in international markets

Our policy on the management of human nghts, working conditions
and the environment, In relation to the supply chain, 1s intended to
underpin the group’s values

The group sources components, motenials and services for its
ranufactunng processes from g number of countnes Whilst there are
local and natianal differences in standards, in relation to many aspects
of the manufacturing and wider business environment, there are a
number of mnimum standards that must be achieved by all

1t 1s the policy of the group that it will only trade with suppliers who
meet or exceed these minimum standards or demonstrate progression
towards them, over an agreed and suitable tirmescale

Where practicable, each aperation of the group Is required to ensure
that suppliers comply with the following requirements

> complionce with appropriate legislation,
3>  complionce with the group’s code of business conduct,



> provision of a sofe and competent workforce employed in
accordance with industry best practice,

> acknowledgement of compliance with our anti-bribery and
corruption policy,

> btmely submission of tenders and delivery to the agreed
speofication, time and agreed price,

> co-operation with the group and the rest of its supply chain

Throughout 2012 we continued to focus upon roll gut of cur antr-
bribery and corruption training programme, including reviewing our
due diligence processes and engagement terms for third parties
Accordingly, the development and integration of our new code of
business conduct has been deferred unt! the first quarter of 2013 This
has been an extensive exercise requinng new policies and procedures
along with a comprehensive training and implementation plan

Community

The group’s support for the communities it operates in Is driven at o
locat rother than corporate level Where appropriate we support and
enhance the employees’ efforts in areas of education, enterprise,
heolth, welfare and the environment

Throughout the group our businesses continued their engagement
with local communities with invetverment in a vanety of different
projects and snitiotives These projects range from support and
sponsorship given to local schools, chariteble donations through
voluntary fund ratsing and interaction with trade essociations ond
unwversities Our businesses are actively encouraged to contribute to
theur local communities

Below ts an example of community Involvernent by our Newport, South
Wales, business, Asset Internctional who manufacture ond supply
Weholite storm and woter attenuation pipes

“Student finds @ new way to use Weholite -

16 year old Abigai! Toller, from Yarn School in Stockton-on-Tees, has
found an innovative new use for Weholite pipes in pursuit of her GCSE in
Design and Technology

Abigoil approached Asset International fast yeor looking for someone

to supply the nght matenal to make a storage drurm (pictured) os part
of her coursewark The drums, built using Weholite pipe of diameter
750mm rotate, allowing access to three different compartments for the
storage of her art matenals

Above are the finished storage drurns gesigned by Abigail
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Employee imitiatives - below 1s an example of ane of the innovative
posters used by France Golva to promote employee suggestions France
Galva have adopted the rhino choracter for a range of posters covering
hecith and safety, good working practices and the environment
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Board of Directors
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W H Whiteley BSc, FCMA
Chairman and non-executive

Bill, aged 64, joined the board on 1 Jonuary 2010 He has spent the majonty of his career at
international engineering group Rotork plc, where he was chief executive from 1996 to 2008

He 1s chairman of Spirax Sarco Engineenng plc and Brammer plc and a non-executive director of
Renishaw plc

D W Murr BSc, C Eng, MICE
Group Chief Executive

Derek, aged 52, joined the company in 1988 He was appointed to the board in 2006 and served
as group managing director of the core Infrastructure Products segment from 2001 Derek has
been o senior manager within the Hill & Smith group for over 25 years, having been managing
director of Hill & Srruth Limited, one of the group's principal subsidianies since 1998

M Pegler BCom, FCA
Group Finance Director

Mark, oged 44, joined the company as finance director designate on 7 Januagry 2008 and wos
appointed to the board on 11 March 2008 Mark has extensive experience on an internotional
level having been group finance director of Whittan Group Limited, o privote equity backed
business, between 2002 and 2007 After qualifying with Price Waterhouse, he spent several
years in vanous corporate and operational roles in international manufacturing bustnesses

J F Lennox CA |
Independent non-executive

Jock, aged 56, joined the Board in May 2009 He 1s a non-executive director of A&J Mucklow
Group plc, Dixons Retail plc, EnQuest PLC and Oxford Instrurments ple He)s an adviser to Roland
Berger, the strategy consulting firm Jock was farmerly a partner of Ernst & Young where he
began his career 1n 1977, becaming a partner in 1988 Jockis chairman of the audit committee

C J Snowdon BA, FCA
Sensor ndependent non-executive

Clve, aged 59, joined the board in May 2007 He 15 executive charman of Shimitech Industries
Group Limited ond chairman of the Midlands Aerospace Alliance He retired from Umeco plc in
June 2011 hoving been chief executive since Apnit 1997 Clive 1s the serior independent director
and chairman of the remuneration committee




Key Executives

Hill & Smith Hotdings PLC Annual Report 2012 31

v m
Hus noos Rew ooy
Governance

poagersg bt e rro ooyt

cthoo Py v

B Miller
Fresident and Managing Director, Voigt & Schweitzer LLC

Brian, aged 49, has been with Voigt & Schweitzer LLC since 1993 when he started as the finance
director Appointed President in 2009, he was previously employed by the accounting firms of
Crowe Chizek and Company and Arthur Andersen Bnian s alicensed Certified Public Accountant

A Logue BEng, MBA
Chief Executive, Pipe Supports Group

Andrew, aged 55, joined the Pipe Supports Group in 2012 and has 35 years of senior level
business experience gained In various oIl & gos, manufactunng and power generatton
organisations including Siemens, John Wood Group Plc, Schlumberger International and
Caterpillar Inc

M A Tonks
Managing Director, Hil & Smuth Ltd

Mark, aged 50, was previously employed by NEI & Rolls Royce Plc Mark joined Hill & Smith |
n 1994 ond has been a senior manager within the group Mork has extensive notionol and |
international industry relatrans and on in depth knowledge of the roads business Queclifications .
include HNC Production Engineering and Certificate in Institute of Industrnial Management !
Mark's directorships include Hill & Smith Ltd, Varley & Gulliver Ltd, ATA, Hitt & Smith |
Infrastructure Preducts India Private Limited and Hill & Smith, Inc

Y Delot BSc
Manoging Director, France Golva and Conimast

Yves, oged 65, started his career In the galvenizing business in 1972 and has been involved in
the manufacture of street lighting columns since 1988 Yves has o Bachelor of Science in higher
mathematics and s also the Mayor of Soint Florentin, France

J € Humphreys FCIS
Company Secretary

John, aged 60, Joined the company in Novermber 2004, having held the position of company
secretary and property director of retail opticians Dallond & Aitchinson Group Limited for 17
years and where he was a member of a successful management buy out team Previously John
had held the position of assistant company secretary at a number of Industrial end retailing
public listed compontes
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Introduction

Bill Whiteley
Chairman

Dear shareholder,
On beholf of the board, I am pleased to present the governance report for the year ended 31 December 2012

Good governance is fundamental to maxirmising shareholder value over the longer terrm My fellow directors and 1, continue to be commutted to
achieving profitable growth on a disciplined, controlled basis In particulor this means applying the following principles

>  Ensuring we have oppropriate controls and processes aligned with the entrepreneunat drive and embition of the board and senior
management of the group,

> Directors setting the tone as well as the direction of the group’s strategy and management, and

> Evolving the implementation of our corporate governance so that it 1s in ine with the group’s strotegy

in 2012 we have applied such principles through

Reviewing our strategy and our appetite for nsk,

Re-assessing our approach to risk monagement as the group continues to expand internationally,

Continuing to be selective ebout the noture and fit of potential acquisitions,

Increasing the non-executive directors’ exposure to the operating businesses and sentor management,

Implementing new policies, procedures ond training focused on governance and compliance,

Ensunng the remuneration of the executive directors and seruor executives continue to be aligned to the overall strategic objectives,

The board evaluation process assessing the need for any changes tn composition, batance or expenience of the board, and

WooW W W W Y W

Continuation of our programme of engogement with major shareholders

Your board has a balonced perspective on business 1ssues and a range of skills, experience, iIndependence and know!edge of the company
that enables it to effectively dischorge its responsibilities for the governance of the company Diversity on boards of directors and elsewhere in
corporete life continues to be a significant theme in corporate governance This is an issue that the board and | continue to keep under review,
along with the composition of the board, both in the context of the diverse gecgraphiccl eand decentralised nature of the group

In this governance report we describe how our governance ethes Is applied and how the appropriate responsibilities are handled through the work

of the board and its committees
Yours sincerely

Bill Whiteley
Chairman

12 March 2013




Governance Report

Statement of compliance

This report explains how the company complied with the provisions of
the UK Corporate Governance Code (the Code) 1ssued by the Financal
Reporting Council, which hos been applicable to the company since 1
January 2011

In the opinion of the directors, the company has throughout 2012
complied with Section 1 of the Code This corporate governance report,
together with the separate audit committee, nominations committee
and the directors’ remuneration report, provides the information
sharehotders need to evaluate how the company has applied the
principles of corporate governance
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Governance framework

The Hill & Smuth Holdings PLC group consists of the company and 26
principal subsidiary companies, operating n eight different countries
The group's businesses are directly supervised by local operating
boards and monitared ot dwisiondl leve! The two executive directors
of the board review divisional and individual operating company
performance ond regulorly Yioise with selected senior executives and
subsidiary company directors The group has a structure of monthly
subsidiary company board meetings (which are attended by the two
executive directors) and regular liaison acrass dwvisions to ensure,
where appropriate, consistent application of governance, operctional
procedures and group practices The two executive directors are
accountable to the board for the dvisional and subsidiory company
governance and controls

Each of the three committees of the board comprise the non-executive
directors and non-executive charrman and each committee reports to

Governance structure

the board

Board of Directors

W H Whiteley chairman and nen-executive

D W Muir Group Chief Executive
M Pegler Group Finance Director
J F Lennox Non-executive

C J Snowdon Non-executive

4 C Humphreys Company Sacretary

Audit Committee

The audit commuttee has responsibility

for plonning and reviewing the company’s
interim and preliminary reports ond accounts,

its interna! controls and risk management
assurance

Charrmaon

J F Lennox

other members
C J Snowdon
W H Whiteley
Secretary

J C Humphreys

Remuneration Committee
The remuneration committee is respensible
for the palicy for the remuneration of

executive directors, company secretary and
senior executtves and Its implementation

Charrman

C J Snowdon

other members
J F Lennox

W H Whiteley
Secretary

J € Humphreys

Nomination Committee

The nomination committee has respensibilty
for assisting the board with succession
planning and with the selection of o new
director or chairman

Chairman

W H Whiteley

other members
J F Lennox

D W Mur

C J Snowdon
Secretary

J € Humphreys
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Board of directors
Composition of the board
>  WH Whiteley (chairman) - independent on gppointment

> DW Murr (group chief executive) and M Pegter (group finonce
director) - executive directors

> C J Snowdon (senior independent director) and J F Lennox -
independent non-executive directors

{The Code prowides that they should comprise at least holf of the
board, excluding the chairman}

The biographies of the directors of the board are shown on page 30
along with any significant other commitments and oppointments they
may have

The directors are experienced and influential individuals from varied
commercial industrres, professional backgrounds and international
involvement Their diverse and balanced mux of skills and business
experience are key elements to the effective functioning of the board
and its comnenittees, ensuring that matters are fully ond effectively
debated and challenged and that no individual or group dominates the
board’s decision-mgcking processes

Board balance

Independence

Taking into account the provisions of the Code, the board has
determined that during the year under review none of the non-
executive directors has any relationshtp or circumstance which would
affect their performance and the board considers all of the non-
executive directors to be independent in character and judgement

Chairman

There 15 a clear dwision of responsibilities between the chairman

and the chief executive which 1s set out in writing The chairman is
responsible for the leadership and effective working of the board The
small size of the board ensures all directors contribute fully to the
discussions and decisions of the boord The chairman drives the board
agenda and determines how the board should use the time available
to it duning board meetings

Chief executive

The chief executive 1s responsible for the manegement of the
company, executing the group’s strategy and development, meeting
financial objectives, implementing policies and maintaining controls
The executive directors provide infermation to the board via their
reqular written reports and the presentation of proposals for board
approval
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Support

The beard 1s supported by the company secretary who, under

the direction of the chairman, ensures good communication and
information flows between board members The company secretary
1s also responsible for assisting the chairman in alt matters relating to
corporate governance, including board evaluation process Directors
are able to take iIndependent professional advice, when necessary, at
the company's expense

From time to time, other members of the management team attend
board meetings to present annual budgets, updates and proposals
reloting to therr areas of responsibility and reporting on regulatory
cormpliance, nsk management and internal controls

How the board operates

The board manages the overall control of the company’s offairs with
reference to a formal schedule of matters reserved to the board for
decision including the review and approval of key policies

In particular the board makes decisions and reviews and approves

> group strategy and operating plons,

>  business development, including major investments and
disposals,

>  nsk management,
)  corpergte governance,

>  compliance with laws, regulations and the company's code of
business conduct,

>  financiol reporting and oudit,
¥ financing end treasury,

»  corporate sustainablity and responsibility, ethics, health and
safety, the environment, and

>  pension benefits and lablities
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The board has established processes designed to help moximise 1ts performance These processes operate from a framework of-

Operationof | >  Board meetings are scheduled to ensure adequate time for discussion of each agenda item
the board Boord discussions are held allowing for questions, scrutiny end constructive challenge where appropriate
>  Fulldebate ollows decisions to be taken by consensus (although any dissenting views would be minuted accordingly)
» other mernbers of senicr group management regularly attend and give presentations at board meetings
> local managers may olse attend when matters of particular significance er country relevance are proposed or being
reviewed
Strateqic »  The development of strategy 1s led by the chief executive officer together with the group finance director and with input,
focus challenge, exarmination and ongoing testing from the non-executive directors
>  Group strategy Is regularly addressed by the board, with strategic matters being reviewed and updated as oppropriate
at each main meeting In addition, the board holds at least one annual strategy meeting The board has particular
responsibility for ensunng that the business strategies proposed are fully discussed ond cntically reviewed
>  The executive directors and members of the senior manogement teamn draw on the collective experience of the board
Board > Comprehensive reporting packs are provided to the board, which are designed to be clear, accurate and anolytical, whilst
information avoiding excessive and unnecessary information
> Reporting packs are normally distributed electronically three working days in advance of board meetings, enabling
them to be as up-to-date as possible, whilst allowing sufficient time for their review and consideration in advance of the
meeting
Clanfication or amplfication of reports or proposals are scught in advance of, or at, meelings os appropnate
Management accounts with commentary are distributed to the board on a monthly besis
Board >  The board regularly reviews its appetite for and management of risk In the context of the strategy and the periodic review
knowledge of the group risk register
>  The chief executive officer and group finance director have a pregramme of visits to the group’s business locations to
review the operations and performance and to engage and support local management
In the financiol year, ot least one Hill & Smith Holdings PLC board meeting is held at the operational site of a subsidiory
All directors have open access to the group’s key advisars, senior management and the company secratary

Meetings and attendonce 2012

Below Is a table of the meetings held of the board and of its commuitteesin 2012

Jan Feb | Mar | Apr | May | June | July | Aug | Sept | Oct | Nov | Dec | Total
Board (main meetings} ' v v v 'd v v v 8
Board (conference call) v 1
AGM ' 1
Strotegy meeting v v 2
Audit committee v Ve v v 4
Nominations committee Vs /s 7/ 3
Remuneration commiitee v v/ v 3

The attendance of directors at the abave meetings of the board and its committees wos as shown below

Board Audit committee Nominations committee Remunerotion committee
W H Whiteley 9 4 3 3
D'W Murr 9 4* 1 3*
JF Lennox 9 4 3 3
M Pegler 9 4* - -
C J Snowdon 9 4 3 3

In ottendance only
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All directors of the board attended the AGM and the strategy meetings

The non-executive directors meet independently without the
chairman present and also meet with the chairman independent of
management

Evaiuation of the performance of the board

On brocdly the same basis as used tn 2011, an evaluation of the
board’s effectiveness was undertaken internally by way of completion
of @ written questionnaire, collective discussion of the results of the
guestionnaire and separate meetings and discussions Below 15 &
summary of the process and results

Main elements of the questionnaire 1ssued te each director
»  Assessment of the follow up from the evaluation exercise of 2011

The performance of the chairman

The performonce of the executive and non-executive directors

>
>
»  Board composition and diversity
> Succession planning

>

Content and operation of board meetings and quality of
information presented at these meetings

»  Shareholder contact and relations

Results of the questionnatre and conclusions

The resuits were summarised by the company secretary in
consultation with the charrman and reported to the board Following
a review of the results, the board drew conclusions and agreed the
following actions

>  To further review later in the year the composition of the beoard
with particular regard to broadening the international expenience

»  Strengthening the organisational support structure for the group,
particularly at the holding company

>  Reviewingin 2013 the continued membership of Bill Whiteley on
the audit and remuneration committees

> Increasing the profile of the group strategy, at the operating
businesses

> Increasing the number of operational visits by the beard

>  Further considerotion be given to the use of a third party
facilitator for the 2013 board evaluation

>  Each of the executive directors should consider taking up cne
external non-executive appointment

Meetings and discussions

»  The chairman and non-executive directors met in the absence
of the executive directors to discuss the performance of the
executive directors

>  The non-executive directors met in the absence of the chairman
to review his performance

>  Follow up by the charman with each director, on a one to one
basis, the evoluation process and conclusions

www hsholdings cam

Traiming and advice

All directors are provided with the opportunity and encouraged to
attend regular trairing to ensure they are kept up to date on relevant
legal developments or changes, best practice and chonges to
commercial and financial nsks Typical traning expenence for directors
includes attendance at seminars, forums, conferences and working
groups, as well as the provision of information from the company
secretary Inorder to fulfil their duties, procedures are in place for
directors to seek both independent advice and the advice and services
of the company secretary

Conflicts

The Companies Act sets out directors’ general duties concerning
conflicts of interest and related matters The board has agreed an
approach and odopted guidelines for dealing with conflicts of interest
and hos added responsibility for authonsing canflicts of interest under
the schedute of matters reserved for the board The board confirmed
that it was not cware of any situations that may or did conflict with
the interests of the company, other than those that may anse from
directors' other appaintments as disclosed in their biographies on
poge 30 Inoccordance with the articles, the board outhorised the
company secretary to receive notificctions of conflicts of interest on
behalf of the board and to make recommendgtions as to whether the
relevant matters should be authorised by the board The company has
comphed with these procedures dunng the year

Re-election of directors

The compeny's articles require that not more than one-thurd of

the directors be re-elected at each annual general meeting of the
company, the directors so doing being thase who have been longest
in office since their last appointment or re-election Every director
must in any event be re-elected at least every three years The board
however, has noted that the Code recommends that all directors of
FTSE 350 compantes should be subject to annual re-election Whilst
the company has not, during the penod under review, ever been a
constituent of the FTSE 350, the board has nevertheless decided to
apply this recommendation Accordingly, the board implemented
annual re-election of ali directors with effect from the annual generol
meeting of 16 May 2012 and all re-elections are now on an annual
basis

Committees of the board

The board has three comrmuttees - audit, nominations and
remuneration The compaosition responsibilities and actvities of each
of these committees are described below In addition, both the audit
and remuneration comemittee chairman have given separate reports
or pages 43 and 45 Eoch of the non-executve directors 1s 0 member
of each of the commuttees Hill & Smith Holdings PLC 1s not in the FTSE
350 and therefore 1s permitted to have two independent non-executive
directors and a chairman, who was independent on appointment, as a
member of both its audit and remuneration committees This position
continues to be kept under review by the board

The company secretary acts as secretary to all of these committees
The terms of reference of the committees are gvailoble on the
cormpany’s website at www hshaldings com




The Audit Committee
Composition of the committee
>  JFLlennox {chairman) - ndependent non-executive director

»  CJSnowdon (senior independent director) and W H Whiteley
(chairman of the boord}

Governance

The commuttee was in place throughout the year under review and

for the whole of that period Jock Lennox was the charman Both Clive
Snowden and Jock Lennox are independent non-executive directors In
view of the size of the company ond the fact that it 15 not in the FTSE
350, Bill Whiteley, who was independent upon appointment, continues
to be a member of the commuttee The pesition i1s kept under review by
the board The commuittee meets at leost three times per year

The oudit committee 1s appointed by the board from the non-executive
directors of the company

»  The chairman, whose biography I1s included on page 30, has
recent and relevant financial expenence from his former pasition
as a partner of Ernst & Young and his current other non-executive
director and audit committee roles

»  The group finance director and other sermor members of finenciol
management attend and present at meetings (other then dunng
private discussions between the comrmittee and the external
auditors)

>  Representatives of the externcl auditors attend and present
at meetings (other than during discussions regarding their
performance}

> The group nsk and compliance counsel attends meetings

>  The committee routinely meets the ouditors without the
involvement of the executive directors or senior management

Rote and responsibilities
The audit commuttee 15 responsible for monitoring and reviewing

>  thentegrity of the financwal statements, including a review of the
significont financial reporting judgements contained in them,

>  the effectiveness of the group's internat control and nsk
management and of contro! over financic! reporting,

> the effectiveness of the globa! oudit and nisk function, including
the programme of work undertaken by that function,

> the group’s policies and proctices concerning business conduct
and ethics, including whistleblowing,

>  the group's overall approach to secuning compliance with laws,
regulations and company policies in areos of rnisk, ond

>  the company's relationship with the external auditor, including
its independence and management’s response Lo any major
externol oudit recommendations
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Meetings and attendance

The commuttee met four times in the year to coincide with the
financial reporting timetoble of the group The attendance ot these
meetings was

Names Attendonce 2012 Mgeting
JF Lennox 4
C J Snowdon &
W H Whiteley 4

Both Derek Murr and Mark Pegter were In attendonce at each meeting

Internal control and nsk management

The board 1s commutted to satisfying the internal control guidance

for directors set out in the revised version of the Turnbull Guidance on
Internal Control In occordance with this guidance, there 1s an ongoing
pracess, regularly reviewed by the directors, for identifying, evaluating,
maonaging and mitigating {where possible) the internal controls and
the significant rsks foced by the group The process for reviewing

the group’s internal controls has been m place throughout the 2012
financial yeor ond up to the date of opproval of this annual report

The main elements of the group's internal financial control framework
and key procedures are set out below and operate together with the
group’s system of risk monagement on page 39
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The main elements of the group’s Internal financial control framework and precedures nclude
Controls framework _ __ _  _ __ _
| Element Key Activities

Governonce »  Regular board meetings which consider the schedule of matters reserved for the directors’ consideration
and any regulatory or practice developments

>  The oudit committee considers sigruficant financiol control and risk matters, os oppropriote

»  Operoting companies and divisional executives review risk and control issues at the time of budget
preparation ond thereafter ot monthly subsidiary board meetings

Policies and procedures >  Regular review of the group guidance and policy documentation for the preparation and reporting of
financial and management information

>  Use of comprehensive policies which are approved by the board and made available on the company
website

Controls * >  Local operating boards and divisional executives have appropriate pre-approved delegated levels of
authority

>  Rigorous annual budgeting processes and presentations provide a point of reference for reviewing
financial performance duning the year Selected ndividual budget presentations are made to the board

» Al budgets are subject to group board approvol including capital expenditure

>  Controls for authorisation of acquisitions, disposcls and capital expenditure include comprehensive due
diligence, annual budgets, appraisal and post-completion integration and review procedures

Reporting and review > Consobdated reports and independent commentaries are prepared and submitted to the board for review
ot formal scheduled board meetings

' > The review and companson of detated monthly management reports, received frem each operating
company, agenst budgets and forecasts, at local operating company and group board level

>  The chief executive and finance director report to the board and audit committee on oll aspects of
internal control

! >  The board receves the papers and minutes of the board and oudit committee meetings and uses these
as o basis for its annual revtew of internal control

| Assurance >  Internal audit work s progrommed to take account of the risk assessment results and subsequent
processes

> Useof peer and third party reviews for internal gudit function

>  External professional advisers are used to carry out due diligence for potential acquisitions and from time
. . to time, review internal policies and procedures

>  Employment of a dedicated group risk and complance counsel

»  Useof a single third party tax advisor acrass the whole of the group




Key procedures

> (learly defined responsibitities and imits of cuthanty, including a
schedule of matters that are required to be brought to the board
for decision

>  Acomprehensive group-wide system of financial reporting,
budgeting and cash forecasting and control through which
financial accounts are prepared and submitted to the boord
monthly and revised when necessary, to monitor actuat against
expected performance

>  The company has in place internal control and nsk management
systems in reloticn to the company's finoncial reporting process
and the group’s process for preparation of consolidated accounts
Furthermgre, o review of the consolidated financiol statements 1s
completed by managerment to ensure that the financiol positicn
and results of the group are oppropriately reflected therein

>  Theclose involvement of the executive directors, including
regulor meetings with the senior management team to review gl
operationol aspects of the business

> Business units are subject to peer reviews of the effectiveness of
the design of their internal control framework The central finance
function review the results of these peer reviews ond summary
reporting 15 provided to the audit committee

>  Regular meetings of the board and audit committee at which
financial information 1s reviewed and internal control issues are
reported upon and monitored Processes are in place to ensure
appropriate action is taken and where necessary, to remedy
any defivencies identfied through the group’s internal control
procedures

Risk management

Risk management ond internal control processes encornpass activity
to mitigate financial, operational, compliance and reputationat risk
Specific processes, os described on pages 37 and 39, are also in place
to ensure management maintain odequate internal control over
financiol reparting

Ali business units and the executive management are required to
maintain a process to ensure key risks are identified, evaluated

and monaged appropnately This process s alse applied to major
business decisions or initiatives, such as copital expenditure,

systems implementations, new product development, business
combmation activity, rotronalisation or significant business strotegy
implementation Additionel sk management activity 1s focused
directly towards operational risks within the business, including health
and safety, product quality and environmenta! risk monagement

Review by the group’s risk and compliance counsel of specific areas

of the group’s operations, selected in consuttation with the oudit
committee Reports of the results of these reviews are discussed with
the chairman of the audit committee and presented to and considered
by the audit committee

The governance, audit and risk and comphionce functions gve the
audit committee and board visibility and understanding of the group’s
key nsks ond nsk management capability and provide assuronce over
the quality of the group’s internal control and management of key risks
in line with a plan agreed by the audit committee

Through the processes outlined

>  areas for enhancement of risk management and internal contrals
are identified,

2 action plans to deliver such enhancerments are devised, and
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> delivery s then monitored by management and the board or the
cudit committee

As part of this ongoing process of enhancement, existing policies and
procedures are reviewed and where considered appropriate, amended
and new policies and procedures put In place

Dunng the year the board constdered the nature and extent of the nsks
it was willing to take to achteve tsstrateqic goals and reviewed the
existing internal statement of principal nsks and uncertointies which
are set out on poges 10 and 11

Assurance

The board considers thot the infermation it receves 1s sufficient to
enable 1t to review the effectiveness of the group’s nsk management
and internal controls, which manage rather than eimingte the nisk of
not achieving business or governance objectives Whilst they cannot
provide absolute assurance, the board believe they provide reasonable
assurance against material misstaternent or loss

The Nemination Committes
Composition of the committee
>  WH Whiteley (chairman) -independent on appeintment

> CJSnowdon and JF Lennox - Independent non-executive
directors

> D W Muir - chief executive

Role of the nomination committee
The commuttee assists the board in the key areas of board
composition, performance, succession planning ond recruttrment

Having the appropniate range of high calibre directors on our board 1s
key to determining and achieving the group’s strategic objectives and
ensuring that success can be sustained over the long term

Meetings
The committee met on three occasions during the yeor The
attendance of these meetings was

Names Attendance 2012 Meeting
W H Whiteley 3
C J Snowdon 3
JF Lennox 3
DW Murr 1

Appointment of new directors

All of the non-executive directors, including the chairman and the
group finance director, were selected through externally faeilitated
recruitments All non-executive directors are independent, as was
the chairman on appointment (although not counted as such under
the Code following appointment) The board believes this has created
an effective group of executive and non-executive directors able to
provide the required range of skills, knowledge and experience to
ensure developrnent of the group, mplementation of its strategy and
sound governance During 2013, the committee does not anticipate
any changes in the compoesition of the board but will be reviewing the
ments of the appointment of an cdditional nen-executive director in
the context of the international expansion of the group
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Foliowing imitial three-year terms, the terms of non-executive directars
are reviewed annually, in ine with their annual retirement under the
Code The letters of appointment for the non-executive directors are
available for inspection at the company's registered office and the
annual general meeting (‘AGM’)

Non-executive directors’ letters of appotntment set out the time
commitments normally required Such time commitments can involve
peaks of activity at particular times ond atl directors are expected to
be flexible m managing these Any significant changes to ther ather
commitments are notified to the board before they anse The board
remains satisfied as to the ume ovailability and commitment of the
non-executive directors

Re-election of directors

All directors retire at every AGM, under the UK Code if deemed
appropriote by the board, directors are proposed for re-appointment
by shareholders at the forthcoming AGM In reaching its decision to
propose re-election, the board acts on the advice of the nominations
commuttee, taking account of the results of the board evaluation
commented upon on poge 36

Following the formal evaluation of the performance of the board In
2012, ali directors are being proposed for re-election at the 2013 AGM
Biographues for each director can be found on page 30

Succession planning

The committee continues to develop its succession planning for the
executive and non-executive directors and the senior monagement
i the group This Includes encouragement and facilitation of the
development of each individual as well as career progression as
opportunities arise For each executive director, the boerd encourages
the appointment of one outside, non-executive directorship

Succession planning 1s reviewed ot each meeting of the committee

Board and employee diversity
Diversity within our bocrd is key to maximising (ts effectiveness and
the success of the business

Whilst gender s just one element of diversity, we welcome the
Increased focus that this has widely receved over the past year and it
1s a subject that the board continues to keep under review, particularly
in relation to the diverse geographicol and decentralised noture of the

group

Board evaluation

A summary of the key matters ansing from the 2012 board evaluation
led by the chairman and internally faclitated by the company
secretary, Is contained on page 36

The Remuneration Committee

The rote of the remuneration committee ond detaits of how it applies
the group’s policy and the principles of the Code, in respect of directors’
remuneration, are set out in the directors' remuneration report on
poges 45to 55

Compliance and ethics programme

We are committed to conducting our business responsibly, ethically
and in accordance with the lows and regulations to which our activities
are subject The board has traming and education programmes for
employees, retating to compliance within each market and function
Our recently revised code of business conduct 1s supperted by a set

of global policies 1ssued through our group intranet and internal
communications During the year we rewewed a number of these
policies and the processes to make access and governance of the
same easier

www hshaldings com

The full texts of the code of business conduct, and other group policies
that compnse the complionce programme are available on the
company's website at www hsholdings com

The group’s anti-bribery and corruption policy applies to ol directars,
employees (whether permanent, fixed-term, or temporary), pension
trustees, consultants and other business advisers, contractors,
trainees, volunteers, business agents, distributors, joint venture
partners and any other person working for or performing a service on
behalf of the company, 1ts subsidiaries and associated companies in
which it has o majority interest

Duning the year, the compony updoted its anti-bribery and carruption
policy As part of this process, additional pracedures were required
within some of the group businesses in relation to the use of sales
agents who operate in high risk areas of the world, together with the
general development of stricter policies and procedures when trading
In certain terrtones for the first tme Additional procedures have also
been developed with regard to gift, hospitality and charitable donotion
registers

The company has developed o specific training ond communication
process to ensure all relevant sentor employees are aware of the
group’s policy and their individual obligations in helping to ensure
adherence Asan addition to this, each business is required to provide
an annual confirmation to the company that it has fully complied with
the group's anti-bribery and corruption policy

Our comphance and policy guidelines specify the manner in which

any potential violations should be dealt with, including line manager
reporting and referral to the group rnsk and compliance counsel All
reports are sent, in confidence, to the group nsk and compliance
counsel for review, and where appropriate, investigation and escalation
to the audit commuittee as required There s a certification requirement
for all management level employees to confirm compliance with

the code of business conduct and to identify areas of possible non-
compliance to the group nsk and comphiance counsel

The company also updated its whistleblowing policy during the year, as
part of the anti-bribery and corruption communication process within
the group This enables individuols to make protected disclosures to
the group nskand comphance counsel or the group company secretary
or the charman of the audit commuttee If they have concerns about
possible impreprieties in financal reporting or any other malpractices
within their business

Dialogue with shareholders

The board 1s managing the group ultimately on behalf of its
shareholders ond 1t undertokes this responsibility in such a woy so as
to maximise shareholder value over the long term cnd to advance the
interests of oll of the group's stakeholders In this respect

>  The chief executive officer and group finance director meet
with institutional shareholder representatives reqularly during
the yeor to discuss strategic and other 1ssues as well as to give
presentations on the group’s results

»  The boord receives reports from the campany's brokers and
financial public relations agency of feedback from institutonal
shareholders on the executive directors’ presentations

»  The charman of the remuneration commmuittee consults with
mayor shareholders before any significant changes in executive
remunerotion are implemented, the results of which are reported
to the remuneration committee




> The company's annual report and notice of annual general
meeting (AGM) are published os socn as the time required for
ther pnnting allows to provide the maximum time 1n advance of
the AGM for feedbock on these, which 1s shared with the relevant
directors

> A presentation 1s given to shareholders attending the company's
AGM at which shereholder participation 1s encouraged All
directors are present and questions ond feedback are invited

Proxy votes of sharehclders for the AGM are tabulated
independently by the company's regsstrars, provided ot the AGM
and published on our website shortly after the conclusion of theat
meeting

Information
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All directors are able and available to meet with shareholders to
discuss motters and can be contacted through the cornpany secretary
The charman and senior independent director are avallable to meet
with shareholders concerning corporate governance issues, if so
required

Copies of all major press releases and intenm ond annual reports are
posted on the company's website together with additional detail on
major contracts and projects, key financiol Information, governance
and organisational structure

On behalf of the boerd

Bill Whiteley
Chairman

12 March 2013

Address

Terms of reference for the HIl & Srmith board committees and copies
of the principal polictes of the company

www hsholdings com

> Clck on Investor Relations/Responsibilities/Committees and/or
»  Clckon CSR Policies




Steel piping being galvanized at a Joseph Ash UK galvamizing plant

Annstallotion of our Brfen wire rope restroining system

Stoples goroge o1 Frorminghom Massachusetts where our US galvenizer Voigt & Schweitzer gotvamized the steel framework comprising 272 tonnes




Audit Committee Report

Jock Lennox
Chairman, Audit Committee

Activities
The committee’s principal activities in 2012 were

Financial reporting

The commitiee reviewed and commented upon both the financial
information and non-financiol nfermation in the group’s 2011 annual
report and 2012 interim report, including the intenm statements
prepared by management and 1ssued in May 2012 and November
2012 A key objective was to confirm thot such reports and statements
presented a balanced and understandable assessment of the group’s
position and prospects

The audit commuttee are satisfied that the financial statements
presented o true and fair view of the group’s financial perfermance
and prospects The audit commuttee also considered the external
auditor's monagement letter, at the time of reviewing the 2011 annua!
report and financial statements and the going concern basis for
preparation of those financial statements

Interim monagement stoterments were considered by the members
of the committee in ther capacity as directors, rather than at specific
audit committee meetings This was considered appropriate in view of
the Imited amount of financial mfermation contained in the group's
intenm monagement statements, the thorough review process
undertaken by the boerd as o whole and the membership of the
committee

External audit

The committee approved the scope and terms of engagement of
the audit for 2012 and subsequently reviews the performonce of the
auditor following the completion of each audit

The audit commuttee has an agreed procedure setting out the basis
upen which it considers and makes recommendations, as appropriate,
concerning the appointment, re-appointrent or removal of the
external guditor Dunng the year, the committee carned out an
evaluation of the company's external auditor KPMG Audit Pl and
reviewed their effectiveness, this included obtaining feedback from
the group’s businesses The review concluded that the external ouditor
performed therr function effectively and the committee recommended
to the board thot a resolutien for KPMG Audit PIC’s re-appointment be
proposed at the next AGM

Key matters discussed with KPMG Audit Pic in the conduct of their
audit were controls, contracting, provisions, tax, imparrment of
intangible assets, accounting for acquisitions and accounting for
pension liabiities These motters were concluded satisfactonly

Hill & Smith Holdings PLC Annual Report 2012 43

Dve v &

Bus'ne.s Rove
Governance

[ IR I TE RS ST M S

Gty Tt o e

Auditor independence

The auditor confirmed its policies an ensuning audit ndependence and
provided the commuttee with o report on ther own audit and quality
procedures This report was reviewed during the penod under review
and the committee remaned satisfied of the auditor's iIndependence
and with the rotation of the external qudit personnel, which complied
with the professionol guidelines

Whilst the group does not consider it necessary to have @ policy for
rotation of external audit firrms, consideration was given 1o placing
future audits out to tender In reaching its positive recommendation
to the board for the re-oppointment of KPMG Audit Plc, the committee
reviewed, as part of its terms of reference, the external auditors'
performance and effectiveness in the past year

The group has a policy whereby, before any former employee of the .
external auditors may be employed by the group, corefu! consideration

be given to whether the independence of the auditor will be adversely

offected and approval of the audit committee s required

As part of the standard commuitiee agenda, a review of the group’s
poticy on the use of the external auditor to carry out non-gudit
services was undertaken This policy 1s reviewed annuolly and such
review forms part of the terms of reference of the committee The
current policy 1s consistent with the ethical standards recommended
by the accounting practices board Included within the policy are
activities which the external auditor cannot undertake, such as
those for compiling accounting records, certoin ospects of internat
audit, IT consuitancy and adwvice to the remuneration committee For
any nan-audit services which are not excluded under the policy, the
palicy provides for approval by the finonce director of any expenditure ‘
below the level of £50,000 and abeve that figure, approval of the

oudit committee chairman A report 1s also submitted to the audit

committee of any non-audit services carned out by the external

cuditor, irrespective of value

Where the committee believes it i1s more cost effective for the external
auditor to be engoged, for non-audit services, that are not excluded,
such as those relating to merger and acquisition due diigence work,

it will consider the engagement of the external auditor, subject to
application of the principtes of the policy, including the financial limits

Dunng 2012, there were no fees paid to the guditors other than for

audit services Further details of the emounts poid are included in note

6 of the accounts The engagement of the external auditor on pension '
services ceased in 2011
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Risk management

The commuttee reviewed the effectiveness of the group’s internal
controls, risk management and related disclosures made in the
annual report and financial staternents It also considered separate
internal reports on treasury, IT and nisk assessment, including where
appropriate, reports from specialist third parties

Updated principal nisks and uncertainties, including mitigation
actions, were confirmed by the executive directors on the board of
the company and are more fully described on pages 10 and 11 These
principal risks and uncertainties were identified by the operating
businesses senior manaogement as part of the budget preparation
process Further work was carned out by the committee during the
year in developing processes for nsk wentification and mitigation,
through the compliance programme mancged by the group nsk and
compliance counsel

In conjunction with the work on the new code of business conduct
and the additional work on the Bnbery Act, an assessment was made
of the levels of due diligence covering the abilities and competencies
of suppliers and agents, used throughout the group This has resulted
In improved vetting of the supply chain and agency network and
enhanced nsk mitigation

The compliance prograrnme, together with the peer review work
referred to below, has provided the committee with an appropriate
level of reporting and management of nisks ansing from the growing
complexity and international footprint of the group

Internal controls

The boaord has overall responsibility for ensunng that the group
maintains a system of internal control that will provide it with a level
of assurance that 1s adequote and effective This includes control over
financial, operctional and compliance matters and the management
of risk, with the objective of ensuring that the assets are safequarded
and the shareholders’ investment protected

The responsibility for reviewing the effectiveness of the system of
internal control has been delegated to the audit committee that
as part of its normal business received reports and assurances
during the year, on any weaknesses As part of that review process,
the committee initiated specific peer review reports covering the
integration of acquisitions, supply chein management, agency and

supplier due diligence, operational controls for international businesses

and the level of expertise for management of large contracting
projects The reports were supplemented with further assessment by

external third parties, such as the external auditor, under the direction

of the committee

Following consideration of these reports certain actions were taken to
strengthen internat controls, improve the supply chain management,
restructure and refocus ane of the businesses and opply the lessons
learned elsewhere in the group, as appropriate

Internal audit

The new opproach to our internal auditing continued to deliver a more

focused fiexible result with the peer review programme and cne-off
reviews referred to above, producing quahty and timely reports that
facilitated decisive management and commuttee responses to Issues
raised The programme has also encbled the management and the
committee to share infermation throughout the group and to apply
new practices and lessons learned A total of eleven reports were

submitted to the committee during the year covered by presentations

to the committee on progress and overall results of the programme

www hsholdings com

The group risk and compliance counsel submitted an update of
the group nisk register and assurance reporting, pregress on the
implementation of the compliance programme and the new

compliance systems and training for enti-bribery and corruption

Whistleblowing

The group hos a wntten policy which states that if any employee in

the group has reasonable grounds to believe that the group’s code of
business conduct 1s being breached by any person or group of people,
he or she 15 able to contact the group nisk and compliance counsel with
full detaits, or if necessary the company secretary or the chairman of
the audit committee

The committee received individual reports from the group nsk

and compliance counsel on matters reported under the group’s
whistleblowing policy [n the main the wcidents reported through the
whistleblowing helpline related to individual employment terms or
working relationships with other employees

Terms of reference

The terms of reference for the committee were reviewed during the
year The committee considered that its terms of reference remained
oppropriate, that it had acted transparently and maintained a
thorough understanding of the group, its business and associated nisks

Yours sincerely

Jock Lennox

Independent non-executive director
Choirman, Audit Committee

12 March 2013
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Remuneration Committee Report

Clive Snowdon
Chairman, Remuneration Committee

Dear shareholder,
[ am pleased to present, on pages 46 to 55, the directors’ remuneration report for the yeor ended 31 December 2012

Whilst the committee is satisfied thot the current remuneration arrangements are oppropnate and that rewards receved under the company’s
incentive plans reflect the performance delwered, it will continue to keep these under review The principal purpose of such review 1s to ensure
continued links to our strategic objectives and incentivisation of performance through simple transparent arrengements

Key actions and decisions that we have tcken during the financiol year include

Review of executive directors’ and senior executive salaries,
Review of executive directors’ bonus arrangements for 2013,
Bonus payments for the year ending 31 December 2011,
Awards under the 2007 long term incentive plan (LTIP's),

Review of vesting of LTIP awards made in 2009, and

WoW W W v Y

Award of Executive Share Ogtions for semior executives within the group {excluding any senior executive participating in LTIP’s)

As described in the ‘business review’, the company has delivered a strong performance for the year ended 31 Decemnber 2012 and a high level
of free cash flow This perfarmance reflects positively against the board's commitment to deliver growth in o disciplined menner, positicning the
business well for the future This strong financiol performance hos resulted 1n the group chief executive and finance director each receving a
cash bonus of 85% of their base pay for the year ended 31 December 2012 In view of the group's results, the commuttee 1s satisfied that this s
appropriate

In line with emerging guidance from the Government and the Financiol Reporting Council, we have introduced @ new table at the start of this
report, {see page 46} that summarises the total annual earnings of the executive directors as a single remuneration figure We hope that this
evelution of our reporting practice helps to create a fuller understanding of our reward policies and forms a transparent basis for engagement
with key stakeholders going forward

We have olso set out on page 47 a remuneration policy table to convey the key elements of the policy and its implementation
We look forward to receiving your support at the AGM on 15 May 2013

Yours sincerely

Clive Snowdon

Senior iIndependent non-executive director

Charrman, Remuneration Committee |

12 March 2013
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Executive directors’ total remuneration {2012)

D W Muir

£941,000

M Pegler

£588,000

The total rermuneration figures stated above comprise the following elements and are further explained below

Sl s
W Bul
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1 Incentive
Executive Salary Benefits Pension Payments LTIP Vesting Total |
| Director £000's £000's £000'’s £000’s £000's £000's |
D W Muir 425 49* 106 361 nil 941
: MPegler 2N 19 68 230 nil 588
Satary

Total amount of sgtary in respect of thot year

Benefits
All taxable benefits and any cash dividends received over the vesting period of long term incentives

Pensions
All pension related benefits including cash in lieu of pension

Incentive payments
Money or other asseis awarded in the reporting year as a result of the achievement of performance conditions that related to that period (e g
bonus)

Long term incentive plan (LTIF)

The vesting of awards made under the LTIP Scheme where the final vesting 15 determined as a result of the achievement of performance
conditions that end on 31 December 2012 For this vesting period, the owords, which were issued in March 2009, did not achieve the vesting
critena and accordingly none vested

* ototal of £23,000 (2011 £31,000) was paid in the form of subsistence which 1§ subject to PAYE and NIC deductions
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The company operates in increasingly competitive international markets and for st to continue to compete successfully, it s essential thot the level
of remuneration and benefits offered for leadership roles achieves the objectives of attraction, retention, motvation, performance and reward

The table below gives a summary of the elements of remuneration designed to achieve objectives in relotion to the executive directors

Elernents of Remuneration

! Purpose and link | Operation Opportunity | Performance metrics Changes in | Page ‘
' to strategy year to 31 of the ‘
' December Report
| 2012 providing
: further ‘f
I details
| Base salary | Help recrut and Reviewed annually and fixed for N/A >  Group performance Directors 49
retoin employees | twelve months commencing 1 salaries
Jenuary Decision influenced by > Group strategy increased by
Reflects individual 3 Internotionol 3%pa
! experience and >  role ond performance, dimension of the
role >  average change in broader group
workforce solary,
> total orgamisational salory
budgets,
>  peer group benchmarking
Benefits Help recruit and Directors are entitled to Annual cost | None None 50
retain employees | healthcgre, car {or cash of benefits
] allewance) ill health and life
! assurance
Pension Rewards sustained | The cormpany operates o defined | Maximum None None 49and 53
contnbution contribution penston scheme 25% base
or cosh in lieu of pension salary
contributions, based upon @
rmaximum of 25% of base salary
: The company has closed its
defined benefits scheme but D W
Murr s still a deferred member
Incentive Rewards the Targets are reviewed annuglly Maximum The majenty of the bonus No change 50
payments achievement % of salary | 1s based on achievement has been
of annual Bonus level 1s determined by the | 100% of challenging financicl made to the
financiol and committee after the year end, objectives, both of which measures or
strategic business | based on performance ogainst are aligned to the strategic | weighting
' objectives targets objectives
?  50% based on octual
: performance against
I budgeted profit before
i tax
i >  50% based on growth
! in the underlying
| eqarnings per share
, LTIP Incentivises Existing LTIP wos approved by Maximum Awards vest at end of three | No change 50 and
' directors to shareholders in May 2007 % of salary | year performance perod has been 541055
! achieve returns 100% bosed on two performance | mode to the
] for shareholders Awards of conditional shares measures measures or
' over o longer tme | are made annually with vesting weighting

frame

dependent on the achievement of
performence conditions over the
three subsequent years

The commuttee reviews the
quantum of owoards annually to
ensure that they are in ine with
market rates

>  Underlying earnings
per share {50% of the
award})

>  Relotive TSR
performance (50% of
the oward
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Directors’ Remuneration Report

The directors’ remuneration report 1s divided into two parts “Port 17
contains commentary on the company’s remuneration policy, which 1s
not required to be qudited “Part 2" contoins information that has been
audited in accordance with the relevant statutory requirements

As required, a resolution to approve the report will be proposed at the
annual general meeting to be held on 15 May 2013

PART 1 - UNAUDITED INFORMATION
Remuneration committee
The members of the commitiee during the year were

>  CJSnowdon (Chairman)
> 1 F Lennox
>  WHWhiteley

All members of the committee are non-executive directors of the
company, are regarded as independent and do not participate i
any form of performonce related pay or pension arrangements I[n
view of the size of the classification of the company as a non-FTSE
350 constituent the board remains satisfied that W H Whiteley's
appaintment to the remuneration committee is necessary but
continues to keep this under review

Responsibilities of the committee

The committee determines, on behalf of the board, the company’s
policy on remuneration and the remuneration and terms of
engogement of the executive directors and certain other agreed senior
executives The committee operates under clear written terrns of
reference (ovailable on the company's website www hsholdings com)

The responsibilities of the committee include

>  reviewing ond recommending the remuneration policy for
executive directors and certain other agreed senior executives, for
the board to approve,

>  within this policy, agreeing the individual remuneration packoges,

>  approving the design of, and determining targets for, any
performonce incentive pay schemes operated by the company for
the executive directors and certain other agreed senior executives
and approving the total payments made under such schemes,

>  reviewing and recommending the design of, and any changes
to, all share incentive plans for approvot by the beard and
shareholders,

> reviewing the terms and conditions to be included in the service
agreements for executive directors and certain other agreed
senior executives, and

>  approving the terms of any compensation package in the event
of early termination of contracts of executive directors or eertain
other agreed senior executives, ensuring that they are farr to
the indvidual and to the company 1n so doing the committee
ensures that failure s not rewarded and the duty to mitigate loss
Is fully recognised

www hsholdings com

Meetings

The committee meets at least twice each year and met three times
In the peried under review in March, October and December The
company secretary acts as secretary to the committee The chief
executive clso cttended meetings of the cormnmittee by invitation
None of the committee has any personal financiai interest (other than
as shareholders), conflicts of interests arising from cress-directorships
or day-to-day involvement in running the business No director or
executive plays a part in ony discussion about his own remuneration

During the year attendance by committee members was as follows

Nemes Attendance 2012 Meetings
C J Snowdon 3
JF Lennox 3
W H Whiteley 3
D'W Murr 1

Activities during the year
During the yeor the committee

>  reviewed the remuneration policy and determ:ned the
appropricte individuat remuneration packages of each executive
director and other agreed senior executives,

> determined final annual benus payments for each executive
director and other agreed senior executives for the 2011 financial
year,

>  considered awards to each executive director and one senior
executive, under the company’s 2007 LTIP (including a review of
the performance conditions and targets to ensure that they were
approprately ¢hallenging),

> considered the vesting of awards made in March 2009 under the
company’s 2007 long term incentive plan, for the chief executive,
finance drrector and one senior executive None of the awards
made in March 2009 satisfied the vesting performence critena
and therefore all of these awards lapsed,

>  approved the directors’ remuneration report for inclusion in the
2011 annuol report,

> reviewed the level of incentive and performance criteria for the
2013 incentive arrangemenits for the executive directors and
other senior executives,

>  considered and approved an award of share options under
its 2005 executive share option scheme for senior executives
(excluding participants of the 2007 LTIP), and

> reviewed the terms of reference of the commitiees

Advisers

The comrmittee did not require or use the services of external advisers
during 2012 having previously taken external adwvice in 2010 1n relation
to performonce related pay and awards made under the company’s
LTIP The commuttee considered that, in the context of the work that
hod already been undertaken, no further advice was required on such
matters or any continued werk on benchmarking of salares
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The remuneration policy s designed to be in line with the company’s fundamental principles of fairness, being competitive and having the rnight

calibre of employee to deliver the company’s corporate strategy

Accordingly, the company sets out to provide far and competitive remnuneration to all its employees and which1s appropriate to the business
environment and markets it operates In To achieve this, the remuneration packages are based on the following principles

> Total rewards should be set te be fair and ottractive, and

>  Appropnate elements of the remuneration package should be designed to reinforce the link between performance and reward

The company also seeks to align the interests of shareholders and employees at all levels by giving employees opportunities and encouragement
to build up a shareholding in the company through vanious share option and incentive schemes

Balance of executive directors’ remuneration

The current balance of the executive directors’ remuneration between base salary and the performance incentive (bonus) 1s considered by the

committee to be appropnate and in line with the policy on incentivisation

Betow 1s a split of the base salary and performance incentive (bonus) element for the executive directors

2012 (Actual)

Performance
incentive - 42 5%

Base salary - 57 5%

Fixed remuneration

Bosic salary

Basic annual salaries for executive directors are reviewed by the
committee on an annual basis or when @ materiol change of
responsibility occurs In making decisions the committee considers
salaries offered for stmilar roles by reference to practice across industry
comparators and companies of a similar size and complexity to the
compony The committee does not however have a forma! positioning
policy for base salary as it 1s acutely aware of the ssues around setting
pay solely by reference to a benchmark reference point

During the period under review the committee reviewed the salanes
of the executive directors and other senior executives in the context
of the previous benchmarking exercises, the current performance of
the company and the levels of pay increoses to be applied throughout
what 1s now a large group of international businesses This approach 1s
consistent with that taken since January 2009, the point ot which the
last major benchmarking exercise was undertaken Accordingly, the
following salary increases have applied to the executive directors

O W Mur M Pegler
review dote chief executive finonce director

Previous review 1 Jan 2012 3 1% increase 3 0% increase

Review 1 Jan 2013 3 0% (incregse 3 0% increase

In making these awards the committee also took into account the
overall performance of the group, 1n a challenging economic chimate,
the continued development of the international scale of the group and
the management of the group’s net debt

2013 (Expected)

Performance
incentive - 50%

Base salary - 50%

Pension arrangement {chief executive)

As from 31 October 2011 D W Mur ceased to participate in the Hill &
Smith executive pension scherme {the “scheme”), which provided him
with a defined benefit pension and other related benefits DW Muiris
therefore na longer an active member of that scherme and oll future
accrual of benefits ceased as from 31 October 2011, with D W Murr
becoming a deferred member from that date

tnder his pension arrangement, as an active member, D W Muir's
pension benefit was based upon an occrual ef 1/30™ of the earnings
cap tapplying prior to 6 April 2006 and increased In ine with the rules
of the Scheme) for each year of pensionable service calculated from 1
October 1998

Fellowing cessation of his defined benefit scheme active membership
(ond future accrual) D W Muir has, with effect from 1 November 2011,
been in receipt of a sclary supplement of 25% of his basic salary in
tieu of any form of pension contribution and as compensation for is
becorming a deferred mernber of the defined benefit scheme

Pension arrongement (finance director)
M Pegler receives @ payment of 25% of his bese salary as ¢ defined
contrnbution to s own private pension arrangements

Other thon as stated above, there are no other pension arrangerents
n place for executive directors
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Other benefits

These principally comprise car benefits, life insurance, membership
of the company's healthcore scheme, income protection scheme
ond personal accident insurance These benefits do not form part of
pensionable earnings

Performance related remuneration

Performance incentive payment

Executive directors are eligible for an annual performance related cash
bonus, designed to pay the maximum only in circumstances where
stretching performance targets have been satisfied

Effective from 1 January 2012, the basis for the payment of any
bonus was determined by reference to a combination of achievernent
of levels of underlying profit before tax and in the growth of the
underlying earnings per share over one financiol year of the compony
The weighting between the two perfarmance measures of profit
achievement ond UEPS growth for the 2012 financial year was as
follows

> 50% of the bonus judged against achievement of underlying
octual profit before tax compared to budget

>  50% of the bonus judged against achievement of underlying
earnings per share growth

Note for the 2011 financial year the weighting was 70% for underlying
profit before tax ochievernent and 30% for underlying earmngs per
share growth

In all other respects the incentive scheme for 2012 remained the same
os 1t was for 2011 The arrangements for 2012 will aiso be applied in
the current form to the executive director's incentive arrangements for
the financial year commencing 1 January 2013

[ncentive payments are subject to a clawback provision for matenal
errors or the misstatement of results or information coming to light,
which had it been known, would have affected the oward decision
The incentive arrangement does not have any deferred element and
incentive payments are not penstonable

Long term incentive plans (LTIP's)

The company operates three share plans the 2007 long term incentive
plan, the 2005 executive share option scheme and the 2005 sharesave
scheme The LTiP s the pnimary long term incentive vehicle for
executive directors Prior to the implementation of the LTIP in 2007,
awords were made to executive directors under the 2005 executive
share optron scheme Any director or senior executive in the 2007

LTIP cannot participate in the 2005 executive share option scheme

Full details of the three share plons are set out as an appendix to this
report on pages 54 and 55

Dilution

The dilutive effect of the grants of awards 15 considered by the
commuttee when granting aowards under the LTIP and share option
plans In accordance with its commitment, the percentage of the
Issued share capital that could be allocated under all of the company's
employee share plans over a pernod of ten years should be under

10% Currently the LTIP, as the principal long term incentive vehicle

for executive directors, does not hove a dilutive effect because it 15 the
preference of the board to setisfy awards through the market purchase
of shares rather than the 1ssue and allotment of shares

www hsheldings com
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Shaoreholding guidelines

The committee has established a shareholding guideline for the 2007
LTIP under which it Is expected that executive directors retain half of
any shares which vest for owards made from 2008 onwards and for
awards made from 1 Jonuary 2011, as much of their shares that vest
until they reach 100% of therr salary os an equivalent shareholding

Executive directors’ service agreements

The committes operates a policy of ane year rolling contracts for
executive drrectars Each executive director bas such a contract,
executed at the ime of his appointment {and amended from time to
time as required) The committee would consider the circumstances
of any individua! case of early termination and would determine
compensation payments accordingly A fair but robust pninciple of
rtigation would be applied to the payment of compensation in these
circurmnstances

Current service agreements as ot the date of this report

Executive Date of Notice peried to be
director service contract given Lo the director
D W Muir 4 June 2007 12 menths
M Pegler 28 November 2007 12 months

D W Muir's service agreement provides twelve months’ notice of
termunation io be given by the company and for D W Murr to give the
company twelve months’ notice of termination Dunng the penod of
ninety days following a change of control the notice period to be given
by the company to D W Muir 1s twelve months and by D W Muir to

the company is reduced from twelve months to ninety days If during
the period of ninety days following a change of control, the service
agreement 15 terrminated by D W Muir or 15 terminated by the company
without prior notice, D W Mur 1s entitled to a sum equal to twelve
months basic salary

M Pegler's service agreement entitles him to receive twelve months’
notice of termination by the company In the event that M Pegler
terminates the service agreement he (s due to give the company six
rmonths’ notke During the peniod of ninety days following a change
of controt the notice penod to be given by the company to M Pegler

15 twelve months and by M Pegler to the company 1s reduced from six
months to ninety days if dunng the period of ninety days following a
change of control, the service agreement Is terminated by M Pegler or
Is terminated by the company without prior notice, M Pegler I1s entitled
to @ sum equal to twelve months basic salary

Apart from the above, there are no special provisions in the executive
directors’ service contracts for compensation for loss of office

Policy on external appointments

Executive directors may accept one external appoiniment as a
nen-executive director of other companies and retain any related
fees paid to them provided olways thot such external appointment

1s not considered by the board to prevent or reduce the ability of the
executive duector to perform his role to the required standard Such
appointments are seen as a way In which executive directors can
gain a broader business expenence ond, In turn, benefit the company
Currently the chief executive and the finance director de not hold any
external non-executive directorships

Non-executive directors

The non-executive directors do not have service contracts Fees for
non-executive directors ore determined by the executive directors

in ight of market best practice and with reference to the time
commitment and responsibilities associated with the role The non-
executive drectors do not participate In any decision in relatton to the
determination of therr fees
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The gudit committee chairman and the remuneration committee chairmaon receive additional fees as does the senior independent director These
additional fees, effective 1 January 2013, are set out below

choirman of the audit committee
£5,300 per annum
(£5,150 per annum 1 Jan 2012)

cheirman of the remuneration committee
£4,300 per annum
(£4,150 per annum 1 Jan 2012)

senior independent director
£1,600 per annum
(£1,550 perannum 1 Jan 2012)

The non-executive directors are not eligible for performance related bonuses or the gront of awards under the company’s LTIP No pension
contributions are made on their behalf

The appomntments of all the non-executive directors are governed by letters of engagement Under the terms of their engagement, the notice
period to be given by the non-executive directors to the company 1s three months and the company 1s obliged to give the same length of notice to
each indvidual director to terminate their engagement

Directors’ interests in shares

The table below shows the beneficial interests os at the beginning of the year and as at 31 December 2012 of the persons who on that date were
directors (including the interests of their connected persons} in the ordinary shares of Hill & Smith Holdings PLC All such interests were beneficial
except as otherwise stated However, interests in ordinary shares that are the subject of awards under the 2007 LTIP, the 2005 executive share
option scheme and the 2005 sharesave scheme, are not included in the table below but are shown on pages 52 and 53

None of the directors has a beneficial interest in the shares of ony of the company's subsidiaries

Beneficiol interest in ordinary Change to Beneficiol interest 1n ardinary
Current directors shores at 1 Jan 2012 beneaficial interest shares at 31 Dec 2012
W H Whiteley 22,100 - 22,100
D W Muir 116,328 - 116,328
M Pegler 19,000 6,500 25,500
€ J Snowdon 33,930 5,000 38,930
JF Lennox 5,000 - 5,000

There were no changes i the beneficial interests of the directors in the company’s ordinary shares between 31 December 2012 and the date of
this report

The register of directers’ interests, which 1s open to inspection, contains full details of directors’ shareholdings and optiens to subscribe for or be
awaorded ordinary shares in the compony

Total shareholder return graphs

The UK Directors’ Remuneration Report Regulations 2002 require the inclusion in the directors’ remuneration repart of a graph showing TSR over a
five year period in respect of a holding of the company’s shares, plotted against TSR in respect of a hypothetical holding of shares of a similor kind
ond number by reference to which o broad equity market index is calculoted

The following graphs show the TSR performance of the compony over the five year period to 1 Jonuary 2013 compared against the FTSE All-Share
Index and FTSE Small Cap Index, respectively (both exciuding Investment Trusts “IT"}

Source Datastream
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Directors’ Remuneration Report continued

PART 2 - AUDITED INFORMATION

Directors’ emoluments in 2012

The aggregate remuneration, excluding pension contributions ond the value of long term incentive awards, paid to or accrued for alt directors of
the company for services in all capacities during the year ended 31 December 2012 was £1 6m (2011 £1 2m) The remuneration of individual
directors Is set out below

Basit sclory/fees Performance related  Volue of benefits 3‘ Total 2012 ; Totol 2011
Directors £000 benus £000 £000 ¢ £000 | £000
W H Whiteley 127 - - 127 124
bW Murr 425 361 49 | 835 591
M Pegler 271 230 15 520 361
C JSnowdon 47 - - | 47 45
1F Lennox 46 - - 3 46| 45
Total 916 591 68 4 1,575 1,166

* Atotol of £23,000 {2011 £31 000) was paid to D W Murr in the form of subsistence which was subject to PAYE and NIC deduction

The executive directors were also gronted awards of ordinary shares under the company's 2007 long term incentive plan (LTIP) Details of awards
made in the year under the LTIP are given below

2007 long term incentive plan (LTIP)
The interests of directors at 31 December 2012, in shares that are the subject of awards under the LTIP are shown below

At Awarded Al
1 Jan 2012 n 2012 31Dec 2012 Perfarmance
number af number Lapsed In number penad Vasting
Directors Award Date shares of shares 2012 of shares 3 years from date
bW Muir 25 Mar 2009¢ 75,000 75,000 - 1Jan2009 1lJan 2012
31 Mar 2010% 117,879 117,879 1Jan 2010 1 Jan 2013
18 Mar 2011 136,590 136,990 1Jon 2011 1 Jan 2014
21 Mar 2012¥ 125,091 125,091 1Jan 2012 1Jan 2015
Total D 'W Muir 329,869 125,091 75,000 379,960
M Pegler 25 Mar 2009¢ 75,000 75,000 - 1Jan200% 1 lJan2012
31 Mor 2010¢ 75,148 75,148 1Jan2010 1Jon 2013
18 Mar 2011 87,448 87,448 11an 2011 1 Jon 2014
21 Mar 2012¥ 79,764 759,764 1Jan 2012 1 Jon 2015
Total M Pegler 237,596 79,764 75,000 242,360

{ The share price as colcutoted on 25 March 2009 in accordance with the LTIP rules was 154p
§ The share price as calculated on 31 Morch 2010 1In accordance with the LTIP rules was 339p
* The share price os calculated on 18 March 2011 1n accordance with the LTIP rules was 300 75p
¥The share price os catculated on 21 March 2012 in accordance with the LTIP rules was 339 75p

Share options

The interests of directors, who served during 2012, in options for ordinary shares in the company, which include options gronted under the 2005
executive share option scheme and the 2005 sharesave scheme, together with options granted and exercised during 2012, are included in the
following table

At Granted Exercised At
1Jan2012 n 2012 n 2012 31 Dec 2012 Daotes
number number nurnber number fromn which Latest
of shares Grant price of shares of shares of shares exercisoble expiry date
bW Muir
2005 executive share option scheme 78,114 205p - 78,114 - 40ct2008 4 0Oct 2015
2005 sharesave scheme 1,328 318p - 1,328 1lJon 2013  1Jul2013
4,855 238p - 4,855 1Jan 2016 1Jut2016
Total W Muir 84,297 - 78,114 6,183
M Pegler
2005 sharescve scheme 3,902 246p - 3,902 - 1Dec2011 1 Jun 2012

Total M Pegler 3,902 - 3,902 -
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On 20 September 2012, D W Muir exercised options to subscribe for 78,114 new ordinary shares ot a price of 205p per share Following the
exercise of these options D W Muir sold 78,114 ordinary shares at a price of 375p per share on the London Stock Exchange 0 W Murr accounted
for the PAYE and NIC on the gain attaching to 63,468 shares The remaining 14,646 shares were subject to capital gains tax

Apart from the LTIP awards made to D W Muir and M Pegler on 21 March 2012 no further options or awords were made to directors
During 2012, the mud market price of ordinary shares in the company ranged from 250 0p to 410 75p
The mid market price of an ordinary share on 31 Decernber 2012 was 398 Op

Pensions

D W Muir became a deferred member of the company's defined benefit scheme on 31 Cctober 2011 and as such has cegsed, from thot date,
to accrue any future benefits D W Muir's deferred pension 1s subject to statutory increases in tine with inflation The transfer value of D W Muir's
deferred benefits increased by £792,047 from £1,766,953 at 1 January 2012 to £2,559,000 at 31 December 2012 The increase in the tronsfer
volue wes due to the change in financiol conditions over the penied from 1 January 2012 to 31 December 2012, with decreasng yields on
corporate bonds and gilts whereas expectations on inflation remained largely unchanged D ‘W Muir has a nermal retirerment date of aged 60

D W Muir receives a cash payment in lieu of any pension contnbution, equal to 25% of his base satary In 2012 he received £106,000 as a taxable
cash poyment in lieu of pension

M Pegler receives a payment of 25% of his base salory as a defined contribution to his own private pension arrengement  The company
contnbuted £67,750 to M Pegler's private defined contribution pension arrangement in 2012

Transactions with directors
There were no materal transactions between the company and the directors dunng 2012

Clive Snowdon
Senior iIndependent non-executive director
Charrman, Remuneration Commuttee

12 March 2013
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Appendix to Directors’ Remuneration Report

2007 long term incentive plan (LYIP)

Awards

The Hill & Smsth 2007 LTIP provides for the grant of conditional share
awards Generally, awards are made to executwe directars on an
annual basis with the level of vesting deterrmined by reference to
stretching performance conditions The maximum market value of
shares pursuant to an aword to any director or employee in respect of
any financial year 1s 100% of that director's or employee's base salary
Awards are not pensionable and may not generally be assigned or
transferred

Awards to the chief executive and finance director were made on 21
March 2012 The value of the shares subject to the award was equal to
100% of the chief executive’s salary and 100% of the finance directer’s
salary Details of subsisting awards to executive directors are shown in
the table on poge 52

Performance critena
The performance critena, which 1s measured over three financial years,
and upon which vesting of the award rests, Is as follows

For owards made prior to 1 January 2011

The performance targets are based solely on the company's underlying
earnings per share {UEPS) measured over the relevant three year
period The UEPS cnitenon was chosen to reflect the business strotegy
and ensure that earnings attributable to the shareholders increcsed at
an appropriate rate before any awards under the LTIP vested

Half of the vesting i1s based on the company’s absolute UEPS
performance against prescribed targets which are determined by the
committee at the time each award 1s granted The committee set a
target level of UEPS growth (20% over the perforrmance perod), below
which none of this proportion of the award vests, and a stretch level
of UEPS growth (45% over the performance period), ot which all of
this proportion of the award vests Vesting 1s on a straight line basis
between the target and stretch points of 20% and 45% respectively

These measures continue to apply to any outstanding awards made
before 1 January 2011 and are set out in the table below

Absolute UEPS Growth Condition
for awards made pricr to 1 Jan 2011

UEPS performance of the company Vesting Percentage*

At torget of 20% 0%

At stretch of 45% 100%
Vesting on a straight ine between 20% and 45%

Relotive UEPS Growth Condition

For owards made prior to 1 Jan 2011

UEPS performance of the company compared Vesting
to EPS of FTSE All-Share index Percentage”
Below median 0%
Between median and upper quartile 50%
Between upper guaortde and 100th percentile 100%

No straight line vesting between the median and upper quartile

* Accounts for 50% of the total Award and applies over o 3 year vesting perod

In March 2012 the committee considered the vesting of cwards made
in March 2009 and confirmed that such awards were to lapse as they
had not satisfied either of the performance critena for vesting

Performance crteria review

In 2010, the committee reviewed the LTIP performance entena

and, after consultation with major shareholders, made certain

minor changes for any awards made after 1 January 2011 These
minor changes comprise more appropriate “target” and “stretch”
performance figures for that half of the award dependent upon
absotute growth in UEPS and a move away from the FTSE All Share
earnings per share (EPS) growth measure to ore based upon total
shareholder return (TSR) for the relative growth measure Both
changes are seen by the committee as mare appropriate In the current
economic cimate and avoid any practtcal difficulties in comipiling the
FTSE All Share EPS comparator

For awards made after 1 January 2011
In respect of awards made after 1 January 2011 the absolute UEPS
growth measures {1 e target and stretch) have been amended to

»  10% plus RPL (in substitution of 20% “target™)
»  25% plus RPI (in substitution of 45% “stretch”}

Straight line vesting will continue to apply between these two points

The commuttee believes that the new absolute UEPS targets are
appropnate 1o Incentivise the executive directors to develop the UEPS
in line with the business plan

Also for awards made after 1 January 2011 the relative growth
measure will be based upon TSR for the company compared to that for
the FTSE SmallCap and not UEPS The ranking of the company’s UEPS or
TSR performance over the performance pernod determines the vesting
for this proportion of the oward, as per the vesting schedule shown in
the table below

Absolute UEPS Growth Condition
For awards made after 1 Jan 2011

UEPS performance of the company Vesting Percentoge*®
At target of 10% plus RPI 0%

At stretch of 25% plus RP1 100%
Vesting on ¢ straight line between 10% + RPl and 25% + RPI
Relative TSR Growth Conditicn
For awards made ofter 1 Jan 2011
TSR performance compared to the FTSE SmallCap Vesting
TSR performance Percentage*
Below median 0%
Between median and upper guartile 30%
Between upper quartile and 100th percentile 100%

Between the median and upper guartile on o stroight line basis

The committee determined that the measurement of relative growth
for half of the award would complement the absolute growth targets
to ensure that an award could only fully vest If the company’s
performance 15 superor to @ majority of the compantes in either the
FTSE All-Share index or as from 1 January 2011 the TSR for the FTSE
SmallCap




Vesting

The committee also has the discretion to make an adjustment to
the nurnber of shares vesting from an award to take account of
the underlying financial perforrmance of the cempany aver which
performance 1s meosured

LTIP awards/vestings are subject to a clawback provision for matenial
errars or the misstatement of results or information coming to light,
which had it been known, would have affected the award/vesting
decision

2005 executive share eption scheme

Under this scheme, options may be awarded at the discretion of the
committee to acquire ordinary shares at an exercise price no lower
than the market volue of a share ot the dote of grant The options can
only be exercised between three and ten years after the date of grant
Additionally options may only be exercised If the growth in UEPS of the
company over a three year penod s not less than the increase in the
Retail Price Index plus 9%, over the same period

Awards were mode under this scheme in 2012 to certain senior
executives, exctuding the executive directors and any other executive
receiving awards under the 2007 LTIP This scheme has not been
available to the executive directors since 2007 For options outstanding
under the 2005 executive share option scheme see the table on page
52

2005 sharesave scheme

The 2005 sharesave scherne 1s open to all employees (including
executive directors) who have comptleted six months’ continuous
service Under this scheme the company cen, if it thinks fit, grant
options at g price up to 20% below the morket price

Executive directors participoted in the scheme in 2012 and details
are contained n the table on page 52 including those for subsisting
options

Chive Snowdon
Senior Independent non-executive director
Chairman, Remuneration Committee

12 March 2013
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Directors’ Report (other statutory information)

Principal activities and business review
The company acts as a holding company to all the group's subsidiaries

During 2012 the principal activities of the group comprised the
manufacture and supply of

- Infrastructure Products
- Galvanizing Services

Pages 3 to 22 contain further details of these areas of the business and
the principal subsidiaries operating withun them are set out on pages
115to 117

The chairman's statement and the director’s business review include

> ananalysis of the development and performance of the
company's business during the financial year,

>  key performance indicators used to measure the group’s
performance,

>  the position of the company’s business at the end of the financial
year,

>  adescription of the principal nisks and uncertainties faced by the
group, and

>  main trends and factors likely to aoffect the future development,
performance and position of the company's business

Statement on corporate governance

The directors' report for Hill & Smith Holdings PLC for the year ended 31
December 2012 comprises these pages and the sections of the annual
report referred to under ‘directors’ business review’, and 'governance’,
which are incorporated nto the directors' report by reference

Results

The greup profit befare taxation for the year amounted to £35 2m
(2011 £25 &m) Group revenue at £440 7m was 8 5% higher than
the prior year Operating profit at £39 2m (2011 £32 9m) was 19 2%
above the level for the previous year

Details of the results for the year are shown an the censolidated
income staterment on page 61 and the business segment information
IS given on pages 72 and 73

Dwvidends

The directors recommend the payment of a final dividend of 9 2p per
ordinary share (2011 7 8p per ordinary share) which, together with the
interim dividend of 5 Bp per ordinary share (2011 5 4p per ordinary
share) paid on 7 January 2013, makes a total distnbution for the year
of 15 Op per ordinary share (2011 13 2p per ordinary share) Subject
to shareholders approving this recommendation at the annucl general
meeting, the final dividend will be paid on 5 July 2013 te shoreholders
on the register at the close of business on 31 Moy 2013 The latest
date for receipt of Dividend Re-investment Plan elections is 14 June
2013

Share capital summary
Exchange trade

Share capatal

There are norestrictions on the transfer of shares in the company
provided they are fully paid up and the company does not hold any
lien over them and as the shares rank equally none of them carry any
special nghtswith regards to control of the company Such equal rights
apply to shares acquired through any of the company’s employee
share schemes ond those shares so acquired carry no lesser or

greater rights than shares acquired in the company in any other way
Accordingly there are no restrictions on vating rights attaching to any
shares, whether relating to the level of shareholding or otherwise

The company 15 not aware of any arrengements between shareholders
of the company that may result in restrictions on the transfer of
ordinary shares or voting rights

In relation to the purchase by the company of its own shares the rules
relating thereto are set out In the company’s articles of assocation
which state that the directors’ powers to authorise such purchase by
the compaony are subject to the provisions of the relevant statutes and
alse the UK Listing Authority requirements, as the company's shares
are listed on the London Stock Exchange

No shares were held in treasury

Articles of association

The rules relating to amendment of the company’s articles of
association are that any change must be authorised by a special
resolution of the company In a general meeting

Accordingly the following resolutions are to be put to the members of
the company at the company’s annual general meeting each year

>  The authority for moking market purchases of shares greater than
5% of the company's then 1ssued share capital 1s imited by the
resolution of the 2012 annual general meeting and will be imited
by the resolution to be put to the 2013 annual general meeting
The prices to be paid for such purchases must be a minimum
price of 25 pence per ordinary share (the nominal value) and a
maximum price of 5% above the average of the riddle morket
quotations for ordinary shares derved from the London Stock
Exchange Daily Official List for the five business days immediately
preceding the day on which any such purchase tokes place

|

»  The Companies {Shareholders’ Rights) Regulations 2009 provide |

that a company can reduce the notice penod for calling meetings ‘

to the shorter pericd of 14 clear days on twe conditions firstly

that the company offers a faclity for shareholders to vote by

electronic meons and secondly that there 15 an annual resolution

of shareholders approving such reduction in the required

minimum notice period Approval to the calling of general

meetings other than annual general meetings on 14 clear days

notice wos approved ot the AGM on 16 May 2012 to assist the

company in conducting 1ts business and subject to any necessary

matters being put to shareholders promptly This approval

rernains effective unt the ecrlier of the company's next following

annual general meeting or 16 August 2013

The company’s ordinary shares are Isted on the Main Market of the London Stock Exchange ‘

Class Single class of ordinary shares of 25p each

Issued share capital 1 January 2012 76,954,818
Total new ordinary shares 1ssued during the year 2005 sharesave scheme and 2005 executive share option scheme 180,525
Issued share capital 31 December 2012 77,135,343

Rights and Obligations All1ssued shares rank equally Rights and obligations attaching to the

company's shares are set out In the company’s articles of association

Further detaiis can be found in note 20 on pages 93 and 94 of the group financiol statements




Substantial shareholdings

As at 12 March 2013, the company had been notified of the following
holdings of voting nghts in shares under Rule 5 of the Disclosure and
Transparency Rules of the Financiol Services Authority, based upon an
issued share capital of 77,236,563 shares

Number of

ordingry % of issued
Shareholder shares  share capitol
F&C Asset Management 6,583,762 853
Henderson Global Investors 5,402,648 700
Charles Stanley, stockbrokers 4,351,776 564
Legal & General Investment Manogers 3,448178 447
Aberforth Partners 2,564,423 332

Directors
The names of the directors of the company who served throughout the
year, including brief biographies, ore set out on poge 30

Appointment and replacement of directors

The oppointment and replecement of directors of the company is
governed by its articles of association, the UK Corporate Governance
Code, the Companies Acts and related legislotion Directors can be
appointed by ordinary resolution at a general meeting or by the board
If a director 1s appainted by the board, such director will hold office
until the next annue! general meeting and sholl then be eligible for re-
election at that meeting

Directors’ and officers’ hability

The company maintains an appropnate level of directors' and officers’
insurance whereby directors are indemnified agemnst labilites te third
parties to the extent permitted by the Companies Act 2006

Financial instruments
The financial nisk management objectives and policies are as detalled In
note 19 on poges 87 to 93

Resecrch and develocpment
Duning the year, the group spent a total of £1 2m (2011 £0 9m) on
research and development

Political and charitable donations

Charitable denations omounting to £37,000 (2011 £33,000) were
made In the year principally to tocal chanties serving the communities
In which the group operates There were no political contributions

Employment policies
Details of the group’s employment policies are set out on page 26

Supplier poyment policy

Individual operating companies within the group are responsible for
establishing and odhering to appropriate policies for the payment of
their suppliers The companies agree terms and conditions under which
business transactions with suppliers are conducted The group does not
follow any code or standard on payment practice but it is the group's
policy that, provided a supplier 1s complying with the relevant terms
and conditions, including the prompt and complete submisston of all
required documentatton, payment will be made in accordance with the
agreed terms [t s the group’s policy to ensure that suppliers know the
terms on which payments will take place when tronsactions are cgreed

The group’s average credit pericd was 69 days (2011 70 days)

The company's average credit penod was 36 days (2011 36 days)
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Change of control/significant agreements

There are no agreements between the group and its directors or '
employees providing for compensatien for loss of office or employment

that occurs because of a change of control, ather than revised notice

periods and termination payments for D W Muir and M Pegler set out In !
the directors’ remuneration report on page 50

The group has a multi-currency revolving credit facility which includes a
change of control provision Under this provision, a change in ownership/
control of the company cou'ld result in withdrawal of these facilities

All of the company's share schemes contain provisions relating to g
change in control Qutstanding options and awards normally vest and
become exercisable on a change of control subject to the satisfaction of
any performance condions at that time

The directors consider that there ore no contractual or other
arrangements, such as those with major suppliers, which are likely
to matenaliy influence, directly or indirectly, the performance of

the business and 1ts values Furtherrmore, there are ne contracts of
significance subsisting during the financial yeor between any group
undertaking and a controlling shareholder orin which a director is or
was materially interested

Independent auditor
A resolution for the re-appointment of KPMG Audit Plc as auditor of the
compeny wilt be proposed at the forthcoming annual general meeting

Disclosure of informatton to auditors

The directors who held office at the date of approval of this directors’
report confirm that, so far as they are each aware there 1s no relevant
audit information of which the company’s auditors are unaware, each
director has taken all the steps that he ought to have taken as a director
to make himself oware of any relevant audit information and has
established that the company's auditors are aware of that information

Events since 31 December 2012
There were no events since 31 December 2012 to report

Annual General Meeting

The annual general meeting of the company wilt be held at 11 C0am

on Wednesday 15 May 2013 ot The Village Hotel, The Green Business

Park, Shirley, Solihull, B30 4GW Notice 1s sent to sharehoelders separately .
with this report, together with an explanation of the special business

to be considered at the meeting and I1s also avallable on the company's

website at www hsholdings com

Other important dates can be found in the financial calendar on page
112

By order of the board

John Humphreys
Compaony Secretary

12 March 2013
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Statement of Directors’ Responsibilities

The directors are responsible for prepanng the annual report and the
group and parent company financial statements in accordance with
applicable low and regulations

Company law requires the directors to prepare group and parent
company financial statements for each finoncial year Under that
law they are required to prepare the group financial statements in
accordance with [FRSs as adopted by the EU and applicable low and
hove elected to prepare the parent company financial statements in
accordance with UK Accounting Standards and applicable taw (UK
Generally Accepted Accounting Practice)

Under Company low the directors must not approve the financrol
statements unless they are satisfied that they give a true and fair view
of the state of affairs of the group and parent company and of their
profit or loss for that period In preparing each of the group and parent
company finoncal statements, the directors ore required to

> select suitable accounting policies and then apply them
consistently,

>  make Judgements and estimates that ore reasonable and
prudent,

> for the group financial statements, state whether they have been
prepared in accordance with IFRSs as adopted by the EU,

> for the pareni company financigl statements, state whether
opplicable UK Accounting Standards have been followed, subject
to any moaterial departures disclosed and explained in the parent
company financial statements, and

> prepare the financial statements on the going concerr basis
unless It 15 iInappropriaie to presume that the group and the
parent company will continue in business

The directors are responsible for keeping adequate accounting

records that are sufficient to show and explain the parent company’s
transactions and disclose with reasonable accuracy ot any time the
financiol position of the parent company and enable them to ensure
that its financial statements comply with the Companies Act 2006
They have generql responsibility for taking such steps as are reasonably
open to them to safeguard the assets of the group and to prevent and
detect froud and other irregularnities

Under applicable law and regulations, the directors are also responsible
for preparing o directors' report, directors’ remuneration report and
corporate governance statement that comptlies with that law and
those regulations

The directors are responsible for the maintenance and mtegnty of
the corporate and financiol information included on the company’s
website Legislation in the UK goverring the preparation and
dissermination of financial statements may differ from legislation in
other junsdictons

Responsibility statement of the directors in respect of the annual
financiat report
We confirm that to the best of our knowledge

>

the group and parent cornpany financial staterments, prepared in
accordance with the applicable set of accounting standards, give
a true ond fair view of the gssets, labilities, financiol positton and
profit or loss of the company and group as a whole, and

the maragermnent report {which compnses the business review
and other statutory information} includes o fair review of the
development and performance of the business and the position
of the company and group as a whole, together with a description
of the principot nisks and uncertainties that they face

By order of the board

John Humphreys
Company Secretary

12 March 2013
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To the mermbers of Hill & Smith Holdings PLC

Independent Auditor’s Report

We have audited the financicl stotements of Hill & Srmuth Holdings PLC
for the year ended 31 December 2012 set out on pages 61 to 112 The
financial reporting framewark that has been applied in the preparation
of the group financial statements ts applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the EU The
financial reporting framewaork that has been applied in the preparation
of the parent company financial statements (s applicable law ond UK
Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, os a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006

Our aqudit work has been undertaken so that we might state to the
company's members those matters we are required to state to them
1n an auditor's report ond for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone
other than the company and the company's members, as a body, for
our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the directors’ responsibiltties statement set
out on page 58, the directors are responsible for the preparation of
the financial stotements and for being satisfied that they give a true
and fair view Our responsibility 1s to audit, and express an opinien

on, the financiol statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those stondards
require us to comply with the Auditing Practices Board's Ethicol
Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s
provided on the Financial Reporting Council’s website at www fre org
uk/auditscopeukprivate

Opinion on financial statements
In our opinion

> the finoncial statements give o true and foir view of the state
of the group's and of the parent company’s affairs as at 31
Decermber 2012 and of the group’s profit for the year then ended,

> the group financial statements have been properly prepared in
accordance with IFRSs as adopted by the EU,

>  the parent company financtal statements have been properly
prepared n accordance with UK Generally Accepted Accounting
Practice, and

> thefinancicl statements have been prepared In accordonce with
the requirements of the Companies Act 2006, ond, as regards the
group financial statements, Article 4 of the [AS Regulation

Opinion on other matters prescribed by the Companies Act 2006
In our opinion

>  the port of the directors’ remuneration report to be audited has
been properly prepared in accordance with the Companies Act
2006, and

> the information given in the directers’ report for the financial year
for which the financial statements are prepared I1s consistent with
the finanaial statements, and

> the information given in the corporate governance statement set
out on pages 37 to 39 with respect to nternal control and nsk
management systems in relation to financial reporting processes
ond obout share capital structures 1s consistent with the financial
staternents

www hsholdings com

Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to yeu if, In
our apinion

>  adequate accounting records have not been kept by the parent
company, or returns odequate for cur qudit hove not been
receved from branches not wisited by us, or

>  the parent company financiol statements and the part of the
directors' remuneration report to be audited are not In agreement
with the aecounting records and returns, or

> certaindisclosures of directors’ remuneration specified by low are
not made, or

>  we have not receved all the information and explanations we
require for our audit, or

> g corporate governance statement has not been prepared by the
company
Under the Listing Rules we are required to review

>  the directors’ statement, set out on page 22, in relation to going
concern,

»  the partof the corporate governance statement on pages 32 and
33 relating to the company's compliance with the nine provisions
of the UK Corporate Governance Code specified for our review,
and

>  certain elements of the report to shareholders by the board on

Michtiel Steventon
(Sentor Statutory Auditor)

for and on behalf of KPMG Audit Plc,
Statutory Auditor

Chartered Accountants
1 Snowhill

Snow Hill Queensway
Birmingham

B4 6GH

12 March 2013
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| i 2011
ii E— Non- ? Non-
Notes i t}ndni_ylinng‘ ] upde@yiz: Tu:uml i Undenyér;g underlylgi Tl}tr:‘l

Revenue L2, 44607 - 4407 406 2 . 4062

” - - -
Trading profit ; 440 {0 %) 432 F 415 16 431
Amortisation of acquisition Intangibles 3 i - (2 4) (2.4} - (22} (22}
Business reorganisation costs 3! - (08) (0 8) - 12) (12}
Acquisition costs 3 - (0.8) {0.8)* - ©n ©n
Loss on disposol of subsidiary 3 - - - - 59 (59)
Loss on sole of properties 3 - - - - (02) c2)
Operating profit 12 440 {4.8) 39.2 415 (86) 329
Financial ncome 5 08 31 39 i 08 37 45
Financiol expense 51 (4 4) (35) (79) (49) (71 (120
Profit before taxation | 404 (5.2) 35.2 ; 374 (120} 254
Taxation - (108 - 14 {91) (108) 15 (93
Profit for the year attnbutable to owners of the parent [ 299 . -{3.8) . 261 266 {105) 161
Basic earmings per share 8 =" 388p- T 33 9p 345p 209p
Diluted earnings per share 8i . 385p. - . 33.6p 342p 207p
Dwidend per share - Interm 9 R .- 58p 54p
Dwidend per share - Fina! proposed 94 ' 9.2p 78p
Total 9i 150p | 13 2p

The group s defiribion of nen underlying items 15 Included n the principot occounting policies on poge 71
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Year ended 31 December 2012

Consolidated Statement of Comprehensive Income

re T 2012 2011

Notes | £m Em
Profit for the year 2611 161
Exchenge differences on translation of gverseas operations ‘ (64)] {05)
Exchange differences on foreign currency borrowings denominated as net investment hedges * 28 {04)
Effective portion of changes in fair value of cash flow hedges | ©8) 02)
Transfers to the incorne statement on cash flow hedges ’ 03 E 08
Actuariol loss on defined benefit pension schemes 22 (0 9) {B4)
Taxation on items token directly to other comprehensive income 7 01) 16
Other comprehensive income for the year (51) 7n

Totol comprehensive income for the year attributable to owners of the parent 210 90




Yeor ended 31 December 2012

Consolidated Balance Sheet
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777 2] 2011
Notes . &m Em
Non-current assets ; !
Intangible assets 10 f . 124.8 1309
Property, plant and equipment 1 106 8 104 9
2316 ! 2358
Current assets E !
Inventories 13, 57.8 ” 562
Trode and other recevables 14 887 ' 8308
Cash and cosh equivalents 15 8.9 127
155.4 1597
Total ossets 1, 387.0 3555
Current habilities
Trade and other kabilities 16 ° {84.2)" {79 5)
Current tax habiities | (13.7), {113}
Provisions for labilites and charges 18 ! . {o3s) i (05)
Interest bearing borrowings 16 ; - {20)} (41)
a (100 %) (95 4)
Net current assets be 550 64 3
Non-current inbilities '
Other Ligbilities 17 {0.2) {0 2)
Provisians for liabilities and charges 18 {28),; {35)
Deferred tax libility 12 (11.2) 170)
Retirernent benefit ebhigation 22 ‘ {16.3) (16 4}
Interest bearing borrowings 17 (33 7) (112 &)
| (124.2)} {149 5)
Total habilities 1]° {224 6)' (264 9)
Net assets 1l 2 Tieas | 1506
| 1
Equity ; . }
Share capitat 20 19.3 192
Share premium 29.6 292
Other reserves ' 45 45
Translation reserve 21 57
Hedge reserve (0.9) (05)
Retained earnings 107.8 925
Total equity [ 162.4 1506

Approved by the board of directors on 12 March 2013 and signed on its behalf by

oW Mutr @fﬁ\,\/wp

Director

M Pegler
Director

Company Number 671474
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Year ended 31 December 2012

Consolidated Statement of Changes in Equity

Shore Share Other Tronslation Hedge Retained Tatal
capital premium resecnes! reserves reserves earnings equity
Notes £m £m tm im fn fm £m
At 1 January 2011 192 291 45 66 (09) 936 1521
Comprehensive income
Profit for the year - - - - - 161 161
Other comprehensive income for the year - - - {09) 04 686) 71
Transactions with owners recognised
directly in equity
Dividends 9 - - - - - 98 {9 8)
Credit to equity of share-based payments 20 - - - - - 02 02
Tox taken directly to the consolidated
statement of changes in equity ? - - - - - (02) {02)
Satisfaction of long term incentive plan - - - - - ©8& (0 8)
Shares issued 20 - 01 - - - - 01
+ At 31 December 2011 192 292 45 57 {0 5) 925 1506
Camprehensive income
. Profit for the year - - - - - 261 261
% Other comprehensive income for the year - - - (3 6) {0 4) {11) (51)
; Transactions with owners recognised
| directly mequity- . T - . -
Dividends T T - - - - - e (102
| Credit to equity of share-based payments® 20 .. - i o C . - 03 03
i Tax taken directly to the cansolidated T, - o g i -7
statement of changes in equity - - . - - - 0.2 02
Shares Issued e 0.1 04 - - - - 05
At 31 December 2012 19.3 296 45 2.1 (0.9) 107.8 162.4

1 Other reserves represent the premwm ¢n sheres issued in exchange for shares of subsidiories acquired ond £0 2m (2011 £0 2m) capital redemption reserve




Yeor ended 31 December 2012

Consolidated Statement of Cash Flows
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2012 2011
Notes £m £m im £m
Profit befare tax 352 ) 254
Add back net financing costs 5 E E 40 | 75
Operating profit 12 | . 392 E 329
Adjusted for non-cash itemns * e ;f’ oy
Share-based poyments 420 | T R 02
Loss on disposal of subsidiaries 3 ; - ‘ 59
Movement in fair value of forward currency contracts 34 04 . 04
Loss on disposal of non-current cssets 6 01 : 03
Deprecigtion 611 12.8 ‘ 133
Amortisation of intongible assets 6,10 36 35
Impairment of non-current assets 610 03 . -
175 ! 228
Operating cash flow before movement in working capital 56.7 ! 557
Increase in inventories ' {0 6) (70)
Decrease/{increase) in receivables ' 0.6 E {150
Increase in payables : 37 E 59
Decrease In provisions and employee benefits (2.0) (4 3)
Net movement in working capital 17 (20 4)
Caosh generated by operations 58.4 353
[ncome taxes paid {11 G)i (7 5)
Interest paid ' (51) (52)
Net cash from operating activities ; 417 | 226
Interest receved 1 08 E 08
Proceeds on disposal of non-current gssets ' .05 E 01
Purchase of property, plont and equipment T {17.5) ' (119
Purchase of intangible assets (08) . (07
Disposal of subsidicries 3! - ! 51
Deferred consideration received in respect of disposals IL m": ' 5 11
Acquisitions of subsidiaries 10" {0.5) ! (36 2}
Net cash used 1n Investing activities \ Lo- {175)} (417
Issue of new shares 2, . 05, ( o 01
Purchase of shares for the ermployee benefit trust ¢ | P {0 8}
Dwidends paid 9 oz - (98
New loans and borrowings i 19.1 ! 1567
Costs associated with refinancing revolving credit facility - ‘ (30
Repayment of loans and borrowings {334) {134 8)
Repayment of cbligations under finance leases (3.6) (38
Net cash used in financing activities (27 6) 48
Net decrease in cash {3 4) (14 3)
Cash at the beginning of the year 1:7 270
Effect of exchange rate fluctuations {0 &) -
Cash at the end of the year 15 89 127
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Fincncial Stataments

Group Accounting Policies

Hill & Smith Holdings PLC 15 a company incorporated in the UK

The group cansiders a cormpany a subsidiary when it holds more than 50% of the shares and voting nights, so that it hos the power to govern the
operating and financial policies of that entity so as to obtain benefits from its activities The group considers a company to be an associate when it
hotds more than 20% of the shares and voting nghts and s abte to significontly influence the decisions of that entity

The group financial statements consolidate the company and its subsidianies, proportionately consolidate any jontly controlled entities and equity
account the group’s Interest in asscciates The parent company financial statements present information about the company s a separate entity
and not about the group

The group financial statements have been prepared and approved by the directors in accordance with International Finencial Reporting Standards,
as adopted by the £EU (‘Adopted IFRSs’) The company has elected to prepare its parent compony financial statements in accordence with UK
GAAP, these are presented on pages 103 to 110

The accounting policies set out betow have, unless otherwise stated, been applied cansistently to all periods presented in these group financial
statements

Judgements made by the directers in the application of these accounting policies that have a significant effect on the group financial statements
ond estimates with a significant risk of matenal adjustment in the next year are discussed in note 23

Going concern and hquidity nisk

The group's business actiities, together with the factors likely to affect its future development, performance and position are set out in the
business review an pages 16 to 22 The finoncial position of the group, its cash flows, iquidity position and borrowing facilities are described in the
business review on poges 20 to 22 In oddition, note 19 to the group financial statements includes the group’s objectives, policies ond processes
for managing its capital, its finaneial nsk monagement objectives, details of its financial nstruments ond hedging actmvities, and its exposures to
credit nisk and liquidity risk

The businesses of the group have long established relationships with customers and suppliers which, together with the group’s current financial
strength, provide o solid foundation The group’s forecosts and projections, taking account of reasonably possible changes in trading performance,
show that the group should be able to operate within the level of its current bank facilities, of which the group's principal debt facility 1s @ mutti-
currency agreernent with a value of £209 4m at 31 December 2012, expiring in April 2016 As a consequence, the directors believe that the group
15 well placed to monage its business risks successfully despite the current uncertain gconomic cuttook

After making enquinies, the directors have a reasonable expectotion that the company and 1ts subsidianes have cdequate resources to continue
in operational existence for the foreseeable future For this reason, they continue to adopt the going concern basis I prepanng the annual report
ond financiol statements

New IFRS standards and interpretations adopted during 2012
In 2012 the following omendments had been endorsed by the EU, became effective and therefore were adopted by the group

>  Amendments to [AS 12 Income Taxes - Deferred Tax Recovery of Underlying Assets
>  Amendments to IFRS 7 Financicl Instruments Disclosures -Transfers of Financial Assets
> Annual Improvement Projects to [FRS's

The Annual Improvement Project to IFRS's provides a vehicle for making non-urgent but necessary amendments to IFRS's Amendments to a
number of standards have been adopted

The adoption of these standords and amendments has not had a material impoct on the group’s finoncial statements
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New IFRS standards, amendments and interpretations not adopted
The IASB and IFRIC have 1ssued additional stondards and amendments whuch are effective for pericds starting after the date of these financial
staternents The following standards and amendments have not yet been adopted by the group

>  Amendments to IAS 1 Presentation of Items of Other Comprehensive Income (effective for annual penods beginning on or ofter 1 July 2012)
>  Amendments to [AS 19 Employee Benefits (effective far annual periods beginring on or after 1 January 2013)

> 1A527(2011) Separate Financiol Staterments (effective for annuat periods beginning on or after 1 January 2014)

> 1AS 28 (2011) Investments in Associates and Joint Ventures (effective for annuat perieds beginning on or after 1 January 2014)

>  Amendments to IAS 32 Financial Instruments Presentation - Offsetting Financial Assets and Financiol Ligbilities (effective for annual penods
beginning on or after 1 Januory 2014)

>  Amendments to IFRS 7 Financial Instruments Disclosures - Offsetting Financial Assets and Financial Liabilities (effectve for annual penods
beginning on or after 1 January 2013)

> IFR5 10 Consolidated Financial Statements (effective for annual penods beginning on or ofter 1 Jenuary 2G14)

> IFRS 11 Joint Arrangements (effective for annual penods beginning on or after 1 January 2014)

> IFRS 12 Bisclosure of Interests in Other Entities {effective for annual periods beginning on or after 1 January 2014)
> IFRS 13 Fair Value Measurement (effective for annual penods beginning on or after 1 January 2013)

The amendment to IAS 19 makes significant changes to the recognition and measurement of the defined berefit pension expense and
termination benefits and disclosures relating to all employee benefits If the revised standard had been adopted in 2012 1t 1s anticipated that the
amendment would increase the pension cost recognised, and therefore reduce profit before taxation by approximatety £6 3m The amendment,
which 1s effective for accounting periods commencing on er after 1 January 2013 has ne cash impact ond, since net financing charges on pension
obligations are treated by the group as a non-undertying itemn, has no impact on underlying earnings The group does not anticipate thot the
adoption of the other standards and amendments noted above will have o materiat effect on 1ts financial staterments on initiel adeption

Measurement convention
The group financict statements are prepared on the histoncal cost basis except where the measurement of balances at fair value 1s required as
explained below

Intangible assets

IFRS3 was revised in 2010 such thot acquisition costs cannot be capitalised for investrments mode on or after 1 Januory 2010 Acquisitions prior
to this date have hod these costs included with the purchase consideration and as such the goodwill on acquisition of subsidiaries comprises

the excess of this fair value of the purchase consideration over the group's shore of the fair value of the identifiable assets and iiabilities

acquired On an ongoing basis the goodwil 1s measured at cost less impairment losses (see accounting policy Impairment of assets’) Fair vatue
adjustments are always considered to be provisienal at the first balance sheet date after the ocquisition to allow the maximum time to elapse for
maonagement to make a reliable estimate

Goodwill prior to 1 Cctober 1998 was written off to reserves Goodwill from 1 October 1998 to 31 December 2003 was smortised In line with
UK GAAP From 1 January 2004 this goodwill 1s subject to annuel imparment testing Gains and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold

Brands and customer hists that are acquired by the group as part of a business combination are stated at cost less accumuloted amortisation
and imparment losses (see accounting pelicy ‘Impairment of assets’} Cost reflects management’s judgement of the fair volue of the individual
intangible asset calculated by reference to the net present value of future benefits accruing to the group from the utilisation of the asset,
discounted ot an appropriote discount rate

Certain US brands are considered to have an indefirute ife and therefore are subject to annual iImpairment testing (see accounting policy
‘Impairment of assets’) For other brands ond custemer lists, amortisation is provided equally over the estimated useful economic life of the ossets
concerned, currentty up to 20 yeors

Expenditure on development activities 1s capitalised if the product or process s considered to be technically and commercially viable and

the greup has sufficient resources to complete development The expenditure capitalised includes the cost of matenals, direct labour and an
appropnate proportion of overheads Other development expenditure 1s recognised 1n the consolidoted income stotement 0s an expense as
incurred Caprtalised development expenditure 1s stated at cost less accumutated amortisation and impairment losses Amortisation is provided
equally over the estimated useful economic life of the assets concerned, currently up to seven years

Trade licences are amortised over the speafic term granted to each individual licence
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Property, plant, equipment and depreciation

Depreciation 15 provided to wnte off the cost or deemed cost less the estimoted residual value of property, plont and equipment by equal
instalments over therr estimated useful economic lives as follows

Freehold bulldings 5 to S0 years
Leasehold buildings life of the lease
Plant, machinery and vehicles 4 to 20 years

No depreciation 1s provided on freehold land

The group has chosen to take the first time adoption exemption available under IFRS1 to use a previous revatuation for certain lond and buildings
as its deemed cost ot the transition date All other items of property, plant and equipment are stated at cost unless it s felt that this value should
be impaired

Financial instruments
Financiol assets and liobilities are recogrised on the group's balance sheet when the group bacomes party to the contractual prowisions of the
nstrument

The group’s Investments in equity secunties and certain debt secunties are classified as available for sale financial assets Subsequent ta imitial
recegnition, they are measured at forr value and changes theren, other than impairment losses and foreign exchange gains and losses on
available for sale monetary items, are recognised directly in equity When an investment is derecognised, the curnulative gain or loss in equity 15
transferred to profit or loss

Trade recevables and trade payables are initially measured at fair value Subsequent to nitial recognition, they are carried at amortised cost using
the effective interest method, less any impairment losses

Derivative financial mstruments of the group are used to hedge its exposure to interest rate and foreign currency risks ansing fram eperational,
financing and investment activities

In accordance with its treasury policy, the group does not hotd or 1ssue denvative financial instruments for trading purposes However, dervatives
that do not qualfy for hedge accounting are accounted for as trading instruments, os follows

> Denvative financiat instruments are stated at fair value The unhedged gain or loss on remeasurement to fair value 1s recogrused immediately
in the consolidated income statement

¥ The farr value of interest rate swaps i1s the estimated amount that the group would receive or pay to terminate the swap at the balance sheet
date, taking into account current interest rates and the current creditworthiness of the swap counterparties

»>  The farr value of foreign exchange contracts is the estimated amount that the group would recerve or pay to terminote such centracts ot the
balance sheet date, taking into account the forward exchcnge rates prevailing ot that date

Where derivative financial instruments are used to hedge cash flow risk, such as interest rate swaps, the effective part of ony gain or loss on
the fair value of cash flow hedges is recognised in the consolidated statement of comprehensive income and in the hedge reserve, while any
ineffective part is recogrised immediately in the consclidated income statement Amounts recorded in the hedge reserve are subsequently
reclassified to the consobidated income statement when the interest expense 1s actually recognised

Te quabfy for hedge accounting the hedgeng relationship must meet several conditions with respect to documentation, probability of occurrence,
hedge effectiveness and relability of measurement At the inception of the transaction, the group documents the relationstup between hedging
instruments and hedged items, as well as its nsk management objective and strateqy for undertoking the hedge transaction This process includes
inking all derivatives designated as hedges to specific assets and liabilities or to specific firm cormmitrnents or forecast transactions The group
also documents its assessment, at hedge inception and on a half yearly basis, as to whether the denvatives that are used in hedging transactions
have been, and are Likely to continue to be, effective in offsetting changes in faw value or cash flows of hedged items

Interest bearing borrowings are recognised initiclly at fair value Subsequent to imitial recogmition, interest beanng borrowings are stated at
amortised cost with ony difference between cost and redemption volue being recogrised in the consohidated income statement over the period of
the borrowings on an effective interest basis
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Cash and cash equivaients

Cash and cash equivalents comprise cash balances and call deposits Bank overdrafts that are repayable on demand and form an integral part of
the group’s cosh management are included as a component of cash and cash equivalents for the purpose of the consolidated statement of cash
flows

Foreign currencias

Transactions in foreign currencies are recorded using the rate of exchange ruling ot the date of the transacticn Any gain or loss on translation of
monetary foreign currency assets and labilities ansing from @ movement 1n exchange rates subsequent to initial measurement 15 inctuded as an
exchange gamn or loss in the consolidated Income statement

The assets and ligbilities of overseas subsidiary undertakings, including goodwill and fair value adjustments ansing on acquisition, are translated
at the closing exchange rate Incomne statements and cash flows of such undertakings are translated into Sterling at weighted average rates of
exchange, other than substontial transactions that are translated at the rate on the dote of the transaction The adyustments to period end rotes
ore taken to the cumulative transloton reserve in equity and reported in the consolidated staterment of comprehensive income When an overseas
operation s disposed of, in part or in fuil, the relevant emount in the transiation reserve 1s transferred to profit or loss

Foreign currency differences arising on the retranslation of a financiol lability designated as o hedge of @ net investment in a foreign operation are
recognised directly in equity ond reported in the consolidated statement of comprehensive Income, to the extent that the hedge 15 effective To
the extent that the hedge 15 Ineffective, such differences are recogrised in profit or loss When the hedged port of a net investment 1s disposed of,
the associated cumulative amount in the translation reserve 1s transferred 1o profit or loss as an adjustment te the profit or loss on disposal

The prnincipol exchange rates used were as follows

: 2012 o 2011
Avwcmgt . " Closing 3 Average Closing
Sterling to Euro {£1 = EUR) - 123 . 123 115 120
Sterling to US Dollar (£1 = USD) ] 159 T D .182 160 155
Sterling to That Bhat (£1 = THB) 49 25. T 4946 48 87 4879
Sterling to Swedish Krong (£1 = SEK) ’ 10.73 ’ 1052 10 41 1066

Inventories

Inventories are stated at the lower of cast und net realisable value In determining the cost of raw materials, consumables and goods purchased
for resale, the FIFO or average cost method is used Cost for work in progress and finished goods comprises direct matenals, direct labour and an
appropriate proportion of attributable overheads

Provisions

A provision is recegnised In the balance sheet when the group has a present legal or constructive obligation as a result of a past event and it
1s probable that an outflow of economic benefits will be required to settle the obligation [f the effect 1s matenal, provisions are deterrmined by
discounting the expected future cash flows ot a pre tax rate that reflects current market assessments of the time value of maney and, when
appropriate, the risks specific to the labihty

A prowision for restructuring 1s recognised when the group has approved o detailed and formal restructuring plon, and the restructunng either has
commenced or has been announced publicly Future operating costs are not prowvided for

In cccordance with the group’s environmental policy and applicable legal reguirements, a provision for site restoration in respect of contarminated
land 1s recognised as an cbligation arnises

The estmated cost of returning properties held under leases to their onginal condition in accordance with the terms of specific lease contracts i1s ‘
recogrised as soon as such costs are able to be reliably estimated

Impairment of assets

The carrying armounts of the group’s non-financial assets, other than inventories (see accounting policy ‘Inventenies’} and deferred tax balances
(see accounting policy ‘Deferred taxation'), are reviewed ot each balance sheet date to determine whether there Is en indicotion of impairment
Imparment reviews are undertaken at the level of eoch significant cash generating unit, which are no larger than operating segments as
defined 1n IFRS8 - Segmental reporting If such an indication exists, the relevant asset's recoverable amount 15 estimated An impairment loss 1s
recognised whenever the carrying amount of the osset or its cash generating unit exceeds its recoverable amount

For goodwill and intangible assets that have an indefimite life, the recoverable amount 15 assessed at each balance sheet date and an impairment
loss is recognised for the amount by which the osset’s carrying amount exceeds its recoverable amount

The recoverable amount of an asset or cash generating unit 1s the greater of its volue in use and its far value less costs to sell In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset
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Leases

Leases for which the group assumes substantially all the risks and rewards of ownership are classified as finance leases Upon initial recognition
the legsed asset 15 measured at an amount equat to the tower of 1ts fair value and the present value of the minimurm leose payments Subsequent
to initiol recognition, the asset 1s accounted for in accordance with the accounting policy applicable to that asset

Other leases are classified as operating leases and the teased assets are not recogrised on the group's balance sheet Payments made under
operating leases are recognised in the consolidated incorne statement on o straight line bosis over the term of the lease Lease incentives received
are recognised as an integrat part of the toto! lease expense, over the term of the lease

Minimum lease peyments made under finance leases are opportioned between the finance expense ond the reduction of the outstanding hability
The finance expense s allocated to each perod dunng the leose term so gs to produce o constant perodic rate of interest on the remaining
bolance of the liability

Rental income from operating leoses 1s recognised as revenue in the consolidated income statement on an accruals basis

Revenue

Revenue from the sale of goods and services represents the amount (excluding value added tax) invoiced to third party customers, net of returns,
trade discounts ond volume rebates Revenue s recognised when the significant risks and rewards of ownership have been trensferred to the
buyer and the amount of revenue can be measured reliably No revenue (s recognised where the recovery of the consideration i1s not probable or
where there are significant uncertainties regarding associated costs or the possible return of goods

Contract revenue 1s recagrised in profit or loss in proportion to the stage of completion of the contract Contract expenses are recognised as
incurred unless they create an asset related to future contract activity The stage of completion 1s ussessed by reference to work performed When
the outcome of a contract cannot be estimated reliably, contract revenue I1s recognised only to the extent of contract costs incurred that are bkely
to be recoverable An expected loss on @ contract (s recognised immediately in profit or loss

Government grants
Government grants are recognised as a liability in the balance sheet and credited to operating profit over the estmated useful economic Wfe of the
relevant ossets or the fength of employment specified in the grant

Guadrantees
The group’s policy 1s to not give external quarantees

Retirement benefits
The group operates pension schemes under which contnbutons by employees and by the sponsoring componies are held in trust funds separated
from the group’s finances

Obligations for contributions to defined contribution pension schemes are recogrused as on expense in the consolidated income statement as
incurred

The group's net obligation in respect of defined benefit pension schemes 1s calculated separately for each scheme by estimating the amount of
future benefit that employees have earned in return for their service In the current and prior periods This benefit s discounted to determine its
present value, ond the far value of any scheme assets 1s deducted The discount rate isthe yield at the bolance sheet date on AA rated bonds that
have matunty dates approximating to the terms of the group's obligations The calculation 1s performed by a qualified actuery using the projected
unit method Scheme assets are valued at bid price

Current and past service Costs are recognised in operating profit within the coensolidated Incorme statement Also s the consolidoted income
statement, the expected return on pension scheme assets 15 included in financial tnceme and the expected costs on pension scheme Liabilities in
financial expense

All octuanal gains and losses in calculating the group’s obligation in respect of defined benefit schemes are recognised annuclly in reserves and
reported in the consolidated statement of comprehensive Income

Share-based payment transactions

The fair value of sharesfoptions gronted 1s recogmsed os an employee expense, with a corresponding increase In equity reserves The fair value

15 calculated at the grant date and spread over the period during which the employees become unconditionally entitled to the shares/options

The Black-Scholes model has been adopted as the method of evaluating the fair value of the options where vesting 15 based on non-market
conditions, while a Monte Carlo Simulation is used where vesting 1s based on market conditons The emount recognised as an expense 15 adjusted
to reflect the actual number of awards for which the related service and non-market vesting conditions are expected to be met, such that the
amount ultimately recognised os an expense 15 based on the number of awards that domeet the related service and non-market performance
conditions at the vesting date For share-based poyment awards with non-vesting conditions, the grant date farr value of the share-based
payment s measured to reflect such conditions and there 1s no adjustment for differences between expected and actual outcomes

The farr value of amounts payable to employees in respect of share appreciction nghts settled in cash s recogrused as an employee expense and
corresponding increase in ligbilities The fair value of the liobility 1s remeasured at each reporting dote and spread over the period duning which
employees become unconditionally entitled to the payment
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Financial income and expense

Financial income comprises interest income on funds invested, expected returns on pension scheme assets and gains on the farr value of financial
ossets and labilities at fair value through profit or loss Interest income 1s recognised as it accrues in the consolidated income statement using the
effective interest method

Financial expense comprises interest expense on borrowings, expected interest cost on pension scheme obligations, unwinding of discounts,
losses on the fair value of financial assets and liabilitres at fair value through profit or loss, the interest expense component of finance legse
payrments and financial expenses related ta refinancing All borrowing costs are recocgnised in the consolidated ncome statement using the
effective interest method with the exception of those meeting the critena for capitalisation set out in 1AS 23

Non-underlying items

Non-underlying items are non-trading items disclosed separately in the consolidated income statement where the quantum, nature or volatility of
such items would otherwise distort the underlying trading performance of the group The following are included by the group 1n its assessment of
non-underlying items

>  Guins or losses arising on disposal, closure, restructuring or recrganisation of businesses that do not meet the definition of discontinued
operations

> Amortsation of intengible fixed assets ansing on acquisitions

>  Expenses associated with acquisitions

>  Imparment charges in respect of tangible or intangible fixed assets
>  Changes in the farr volue of derivative financial instruments

> Significant post service items or curtailments ond settlements relating to defined benefit pension obhigations resulting from materiol changes
in the terms of the schemes

> Net financing costs or returns on defined benefit pension obligations

>  Costsincurred os part of significant refinancing activities

The tax effect of the above 1s also included

Details in respect of the non-underlying items recogrised in the current and priar year are set out in note 3 to the financial statements

Income tax
Income tax on the profit or loss for the year represents the sum of the tax currently payeble and deferred tax Income tax s recognised in the
consolidated income statement except to the extent that it relates to items either recognised in ather comprehensive income or directly in equity

Current tox s the expected tax payoble on the texable profit for the year Taxable profit differs from net profit as reperted in the consolidated
Income staterment because 1t excludes items of income or expense that are net taxable or deductible The group’s hability for current tax s
calculoted using tox rates enccted or substantively enacted at the batance sheet date, and any adjustments to tax payable in respect of previous
years

Deferred taxation

Deferred 1ox 1s provided n full using the balonce sheet Liability method and represents the tax expected to be payable or recoverable on the
temporary differences between the carrying amounts of gssets and hobilities for fingncial reporting purposes end the amounts used for taxation
purposes The following temporary differences are not provided for goedwill not deductible for tax purpeses, the initial recagnition of assets and
lhabiliies not resuiting from a business combination thot affects neither accounting or taxable profit, and differences relating to investments

In subsidiaries to the extent that they will not reverse in the foreseeable future The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the
balance sheet date

A deferred tox csset 1s recognised only to the extent that it is probable thot future toxable profits will be available ogainst which the asset can be
utilised The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it (s no longer probable
that sufficient taxable profit wil be available to allow all or part of the asset to be recovered

Deferred tax ossets and liabilities are offset when they relate to income taxes levied by the same toxation authority and the group intends to
settle 1ts current tax assets ond liobilities on a net basis

Ordinary dividends
Dividends are recognised as o liability tn the penod in which they are approved by the company’s shorehelders
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Notes to the Consolidated Financial Statements

1 Segmental information

Business segment analysis

The group has four reportable segments which are Infrastructure Products - Reads, Infrastructure Products - Utilities, Galvarnzing Services and
Building and Construction Products Several operating segments that have similar economic characterstics hove been aggregated into these
reporting segments A description of the activittes of each of these segments 15 included in the group overview on page &

For the year ended 31 December 2012, the group hos expanded its reportable segments to better reflect the way i which the group's operations
are focused Previously the Infrastructure Products segment was reported as one [n 2012 this segment has been subdivided into Roads and
Utilities to reflect the inherently different charactenstics (n each of these market sectors in which the group operates The group sets its strotegies
and targets to take account of these differing morket features and the chief aperating decision maker recewves financial information reported on
this basis

The comparatives in this note have been restated accordingly

Following the disposal of Ash & Lacy Building Systems Limited in July 2011, there are no businesses remnaining in the Building and Construction
Products segment

The acquisition detailed in note 10 falls into the Infrastructure Products - Utilities segment

Income Statement

F 012 = ] 2011 {restated)

© Revenwd T - - Result Zndertying Revenue Resutt Underlying

£m Lo tEm P resutt £m £m result*

N < =T Em £m

Infrastructure Products - Utilities 2057 i02 o134 13 167 0 10¢ 115
Infrastructure Products - Roads 114.1 43 53 1091 80 84
Infrastructure Products - Total ' 319.8 145 18.7 | 276 1 180 199
Galvanizing Services 120.9 247 25.3 1185 210 216
Building and Construction Products - - - 116 (61) -
Total group ) 440.7 392 440 406 2 329 415
Net financing costs {4 0) {36): {75) (4 1)
Profit before taxation j 352 40.4 é 254 374
Taxation | (¢1) ~ {10.5) (93) (10 8)
Profit after toxation i 26.1 299 E 161 266

* Underlying result is stoted before non underlying items as defined in the accounting policies on page 71, and 15 the measure of segment profit used by the chief operating decision moker who
15 the chief executive The Result columns are included os additional information

Galvanizing Services provided £4 1m (2011 £4 7m) revenues to Infrastructure Products - Roads and £1 8m (2011 £1 5m) revenues to
Infrostructure Products - Utikties Infrastructure Products - Utilities provided £1 9m (2011 £1 8m) revenues to Infrastructure Products - Roads
These internal revanues, along with revenues generated from within their own segrnents, have been eliminated on consolidation

Balance Sheet

T T2 2011 (restatec)

- ———

Total Total Total Totat

assets ligbilities | assets Liabihties

£m £m Em £m

Infrastructure Products - Utilities 1347 {399) ! 1258 {35 8)
Infrastructure Products - Roads l - 568 (181) i 635 (17 8)
Infrastructure Products - Total l © 1915 (58 0) E 185 3 {53 6)
Galvanizing Services ' 186 6 {26 4) , 1935 26 1)
Total segment assets/{Liabilities) | 3781 (84.4) E 3828 (79 7}
Taxes B (269) - {28 3)
Provisions and retirement benefits T - (19 6) ' - (20 4}
Net debt ‘ 89 (957} 127 (116 5)
Total group i 3870 - {224 6) 3955 (244 9)

Net assets 162 4 150 6
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T e

2011 {restated)

|

E

Impdirment lossas,

Impairment losses

: Capital amortisation and Capital amortisation and
! axpenditure depraciotion \ expenditure depreciction
£m £m £m im
Infrastructure Products - Utillities 5.5 4.2 37 35
Infrastructure Products - Roads 3.4 6.2 40 58
Infrastructure Products - Total 89 10.4 77 93
Galvanizing Services 10.6 6.3 55 73
Building and Construction Products ! - - 01 02
Total group 195 16.7 133 16 8
Property, plant and equipment {note 11) ! 187 12.8 126 133
Intangible assets {note 10) ! 0.8 3.9 07 35
Total group ‘ 195 16.7 133 168
Geographical anolysis
Revenue {irrespective of ongin)
r 2012 ¢ 2011
) £m £m
UK 1976 ° 1849
Rest of Europe 1015 | 102 3
North America ! 1144 ! 922
The Middle Eost 93! 95
Asia } 10.3 l 116
Rest of World 7.6 l 57
Total ] 440.7 | 406 2
Total assets
T a2 2011
£m £m
UK . 1381 1459
Rest of Europe 987 102 9
North America 1345 ' 1369
Asia 150 96
Rest of World . 0.7 ! 02
Total group ! 387.0 | 3955
Capitdl expenditure
T T 2011
[ 5 £m £m
UK ' 56 37
Rest of Europe 52 62
North America | 791 22
Asig | 18" 12
Total group ! 195 ' 13 3
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2 Operating profit

: 2012 } 2011

£m fm
Revenue ! 407 406 2
Cost of sales i (297.5) (269 3)
Gross profit 1432 1369 |
Distribution costs (20 3) (189) '
Administrative expenses {84 ‘}) {85 6)
Loss on disposal of non-current assets {0.1) (03)
Other operating sncome I1 08
Operating profit { 392 | 329

3 Non-underlying items
Nen-underlying items included in operating profit comprise the following

>  Business reorganisation costs of £0 8m (2011 £1 2m), princpally relating to redundancies and other costs assotiated with site restructuring
The cost for 2012 includes asset impatrments of £0 3m

>  Amortisation of acquired intangible fixed assets of £2 4m (2011 £2 2m)

>  Acquisition expenses of £0 8m (2011 £0 7m) relating to acquisitions made by the group {note 10)

>  Losses on sale of properties of £nil (2011 £6 2m)

> Alossof £0 4m (2011 gain of £1 6m) In respect of the group's UK defined benefit pension obligations The loss in 2012 relates to changes
in the terms of the UK Scheme The gains in 2011 relate to amendments to the inflation assumptions and changes in the terms of the UK
Executive Scheme In 2011 a further loss of £0 4m was recogrised in respect of the group’s French defined benefit pension obligations
following changes in local tegislation

> Losses of £0 4m (2011 gains of £0 4m) in respect of the fair volue of forward foreign currency contracts

The costs In 2011 atso included a loss of £5 9m on the disposal of Ash & Lacy Building Systems Limited, a non-core business, on 22 July 2011, the
details of which are included in the following table

£m |
Intangible assets 51 |
Property, plant and equipment 10
Inventories 34
Current assets 60
Current liabilities {52)
Deferred tax 01
Net assets 104
Consideration,
Consideration recervable 51
Less costs to sell and provisions for indemnities (0 6)
Loss on disposal 59

Non-underlying items included in financial iIncome and expense represent the net finanang cost on pension abligations of £0 4m (2011 £0 2m}
and gains in the fair value of financial instruments of £ril (2011 £0 1m)

The costs in 2011 also included expenses of £3 3m associated with the group’s refinanang of its revolving credit faciity
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2002 2011 {restated)
) No No

The average number of people employed by the group during the yecr i . |
Infrastructure Products - Utilities ' 1,831 ! 1,548
Infrastructure Products - Roads } 563 . 568
Infrastructure Products - Total I 2,394 , 2,116
Galvanizing Services ! 1,258 1,260
Building and Construction Products ! - 63
’ 3,652 3,439
F  TEm | £m

The aggregate remuneration for the year i |
Wages and salores i 915 ! 824
Share-based payments 0.3 02
Social security costs | 16.3 | 159
Pension costs 23 10
1104 995

Details of the directors’ remuneration and share interests are given in the directors’ remuneration report on pages 45 to 53 The compaoratives in

this note have been restated as explarned in note 1

5 Net financing costs

I Nen- ! Non

! Underlying underlying 2012 | Underlying undertying o

1 £im £m £m | £m £m im
Interest on bank deposits f 08 . ° - 0.8 i c8 - 08
Change in fair value of financial assets and habilities | - E - S - 01 01
Expected return on pension scheme assets (note 22) E - ¢ 31 31| - 36 36
Total other income i : - ST31 31 - 37 37
Financial income ' ‘08 31 ‘-39 08 37 45
Interest on bonk loans ond overdrafts ; Y - - 821 45 - 45
Interest on finance leases and hire purchose contracts 4 02 - 02! 04 - 04
Total interest expense L X" - 44 49 - 49
Financial expenses related to refinancing { - - -, - 33 33
Expected interest cost on pension scheme obligations (note 22) - 35 35 . - 38 38
Financial expense b4 & 35 7.9 , 49 71 120
Net firancing costs 36 0.4 4.0 41 34 75
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6 Expenses and auditor's remuneration
. Tz 2011
i £m | £m
Income statement charges - I
Depreciation of property, plant and equipment E
Owned 117 112
Leased X 11 21
Operating lease rentals -
Plant and machinery B 2.2 21
Other 37 37
Research and development expenditure T o4 02
Amortisation of acquisition intangibles 2.4 22
Amortisation of development costs 11 12
Amortisation of other intangible assets 01 01
Impairrment losses i 03 -
Loss an disposal of non-current assets ' 01 03
Income statement credits E [
Grants recevable § . 01
Rental income : 7.0 : 75
Foreign exchange gain i - 01
A detalled anolysis of the auditor's remuneration worldwide 1s as follows
T T m £
Hill & Smith Holdings PLC
Audit of the company's annual accounts i 0.1 01
Audit of the company's subsidiaries 05 05
Serwvices relating to corporate finance transactions ) . - 01
.06 07
Hill & Smith Holdings PLC pension schemes -
Other services - pension administration ' - 02
' . 02

A description of the work of the audit committee 15 set out In the audit committee report on pages 43 and 44 and includes an explanation of how
auditor objectivity and independence is safeguarded when non audit services are provided by the auditor
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7 Taxatton
r 2012 ¢ 2011
£m ¢ £m
Current tax i ;
UK carporation tax 1.8’ 23
Adjustments in respect of prior periods (08)’ 03
Overseas tax at prevailing local rates i 134 83
: 14k o 109
Deferred tax (note 12) ;
Current year (0 4) 08
Adjustments in respect of prior periods (1.1) {14)
Overseas tax at prevaiing local rates ! (33) ! {06)
Effect of change in tox rate (05), 10 4)
Tax on profit in the consolidated income statement 9.1 . 93
Deferred tax {note 12} l N
Reloting to defined benefit pension schermes i 02 (18)
Relating to financial instruments |- - {0 1)! 02
Tox on items taken directly to other comprehensive income ) 01, (16)
T 1
Current tax i X
Relating to share-based payments - -
Deferred tax {note 12} , '
Relating to share-based payments i {02)° G2
Tox taken directly to the consolidated statement of changes in equity - {0.2) G2
The tax charge in the consolidated income statement for the pencd 15 higher {2011 higher} than the standard rate of corporation tax in the UK
The differences are explained below
. 2012 011
£m Em
Profit before taxation 352 254
Profit before taxation multiplied by the effective rate of corporation tax in the UK of 24 5% {2011 26 5%) 86 67
Expenses not deductible for tox purposes 0.1 63
Capital profits less losses and write downs not subject to tax (1.3) 17
QOverseaqs profits toxed at ugher/(lower) rates 36 21
Overseaqs losses not releved ) 0.3 : -
Withhelding taxes ; 02 -
Deferred tax benefit of future reductions in UK corporation tax rotes . . .(0.5) (C4)
Adjustrnents in respect of prior periods - L ey 11
Tax charge ; 91| 93
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8 Earnings per share

The weighted average number of ordinary shares n ssue during the year was 77 0m {2011 76 9m), diluted for the effects of the outstanding
dilutive share options 77 8m (2011 77 7m} Underlying earnings per share have been shown because the directors consider that this provides
valuable additional information about the underlying performance of the group

7 7T ] 2011

' Pence Pence

i per share £fm | per share £m
Basic earnings 339 26.1 | 209 161
Non-underlying items* - 49 3.8 1 136 105
Underlying earnings I "388 299 | 345 266
Dituted earnings 336 26.1. 207 161
Non-underlying items* ;~;§;§f2” ’ @;ﬁﬁ 135 105
Underlying diluted earnings ~-i3g5% T i 299 342 266

Non underlying tems os detailed in note 3

9 Dividends

Dividends paid i the year were the pricr year's intenm dividend of £4 2m {2011 £4 Om) ond the final dvidend of £6 0m (2011 £5 8m) Dwidends
declared after the balonce sheet date are not recogrised as a liabiiity, in accordance with IAS10 The directors have proposed the following interim
dimdend and final dvidend for the current year, subject to shareholder approval

70T e B 2011

: Pence Pence

f per share £m per share £fm
Equity shares 7
Interim ; 5.8 45 54 42
Final | 92 7.1 78 60
Total i 15.0 116 132 102
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Copitalised
Customer development
Goodwilt Brands lists casts Licences Total
£m Em Em im fm £m
Cost
At 1 Jonuary 2011 923 125 33 81 07 1169
Exchange adjustments - 02 01 - - 03
Acquisitions 116 60 101 - 11 288
Additions - - 07 - 07
Disposal of subsidiary 50 (01 - - 51
Disposals - - - - 1) 01
At 31 December 2011 989 187 134 88 17 1415
Exchange adjustments (23) {07) {0 3) - - (33)
Acquisitions - - 0.1 - - 01
Additions - - - 08 - 08
| At 31 December 2012 96 &6 180 13.2 96 17 1391
Amortisation and impairment losses
At 1 lanuary 2011 - 10 18 42 02 72
Exchange adjustments - - - - - -
Amortisation charge for the year - 04 18 12 01 35
Disposals - - - - (01) 01)
At 31 December 2011 - 14 36 5h 02 106
Exchange adjustments - 01) (01) - - 02)
Amortisation charge for the year - 04 20 11 0.1 36
Impairment - - - 03 - 03
At 31 December 2012 - 17 5.5 6.8 03 143
Carrying values
At 1 January 2011 923 115 15 39 05 1097
At 31 December 2011 389 173 98 34 15 1309
i At 31 December 2012 96.6 163 7.7 28 1.4 1248 .
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10 Intangible assets continued

2012

On 23 May 2012 the group acquired the trade and certain of the assets and Liabilities of Expamet Holdings Limited and subsidiaries (In
Administration) Details of the acquisition are as follows

Policy
clgnment and
provisionai
Pre aequisition farr value
carrying amount  odjustments Total
Expamet Holdings Limited {In Admnistration) £m £m £m
Intangible assets - 01 01
Property, plant and equipment 04 - 04
Inventories 06 - 06
Total assets 10 01 11
Current Liabilities {06) - (0 6)
Net assets 04 01 05
Consideration
Consideration in the year 05
Goodwill -
Cash flow effect
Consideration paid 05
Net cash consideration shown in the consolidated statement of cash flows 05

Customer relotionships have been recognised as a specific intangible asset as a result of the acquisition Pelicy alignment ond far velue
adjustments principally relate to harmonisation with group IFRS accounting policies, including the provisional application of fair values on
consolidation

Post acquisition the business acquired has contributed £11 Om revenue and £0 6m underlying operating profit, which are included in the group’s
consolidated income statement

if the acquisition had been made on 1 January 2012 the group's results for the year would have shown revenue of £447 1m andg underlying
operating profit of £43 5m

2011

On 16 March 2011 the group acquired 100% of the 1ssued share capital of The Paterson Group, Inc and its related subsidicries, o leading
manufacturer of pipe supports and hangers for the power generation, commercial and industrial markets in North America Cash consideration for
this acquisition was £29 1m, resulting in goodwill of £7 8m and intengible assets of £12 5m

On 18 May 2011, the group acquired 100% of the 1ssued share capital of ATA Bygg-och Markprodukter AB, a distributor of road safety barners and
manufacturer and distributor of road signage to the infrastructure markets in Sweden Cosh consideration for this acguisition was £3 Sm, resulting
in goodwill of £3 8m and intangible assets of £4 7m

The goodwill anising on these acquisitions primarity represents the assembled workforce, technical expertise, know-how, market share and
geographical advantages offorded to the group

Details of the acquisitions are included in the following tables
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10 Intangible ossets continued
Policy
alignment and
Fre acquisition fair value
The Paterson Group, Inc g °"‘°E§§ OdJUStmEE;: Tuglr‘:i
Intangible ossets - 125 125
Praperty, plont and equipment 32 05 37
Inventores 58 o 48
Current assets 55 {01) 54
Cash and cash equivalents 28 - 28
Total assets 173 119 292
Current iabilities 28) 11) {39)
Non-current liabilities 01 (1.1) 10)
Deferred tox 07 3N (30)
Totol liabilities 200 59N (7 9)
Net assets 15.3 60 213
Consideration
Consideration in the year 291
Goodwill 78
Cosh flow effect
Consideration 291
Deferred consideration -
Cash and cash equivalents received in the business (2 8)
Net cash consideration shown in the consolidated statemenit of cash flows 263
Policy
algnment and
Pre acquisiticn farr value
corying amount  odjustments Total
ATA Bygg-och Markprodukter AB £im £m fm
Intangible assets - 47 &7
Property, plant and equipment 06 03 09
Inventories 24 {(G9) 15
Current assets 25 (01) 24
Cosh and cash equivalents - - -
Total assets 55 40 95
Current habilities {2 3) - (23)
Deferred tax - (11) (11)
Total habilities {2.3) (11) (34)
Net dssets 32 29 61
Consideration
Consideration in the year 99
Goodwill 38
Cash flow effect
Consideratton 99
Deferred consideration -
Cash and cash equivalents received in the business -
Net cash consideration shown in the consolidated statement of cash flows 99

Policy alignment and fair value odjustments principally relate to harmonisotion with graup IFRS accounting policies, including the applicetion of

farr values on acquisition
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10 Intangible assets continued
Cash generating units wsth significant amounts of goodwilt

r—“—_i"th_zm 2011

£m Em

Galvanizing Services - France i 225 229
Galvanizing Services - USA 1 21.0 220 !
Joseph Ash Limited i 143 143 I
Cther cash generoting units with no individually significant value : 388 397 |
96 6 989 |

Goodwill iImpairments have been carried out ot an operoting segrment level on etl cash gererating units to which goodwillis ollocated '

Impairment tests on the carrying values of goodwill and US brand names of £10 Om {2011 £10 5m), which are the group’s only other indefinite
Iife intangible assets, are performed by analysing the carrying value allocated to each significant cash generating unit against its value mn use
All goodwill is allocated to specafic cash generating units which ore in all cases no larger than operating segments Value in use 1s calcutated

for each cash generating unit as the net present value of that unit’s discounted future cosh flows These cash flows are based on budget cash
flow information for o period of one year with an average growth rate of 3% applied subsequent to the imitial budget period based on a prudent
management estimate for revenue and associated cost growth

Pre-tax discount rates of between 13% and 17% are applied In deterrmiring the recoverable amounts of cash generating urits The discount rotes
are estimated based on the group’s cost of capital, risk adjusted for indwvidual unit's circumstonces

Other cash generating units with na significant amounts of goodwill principolly consist of subsidianes in the Infrastructure Products - Utiliies ond
Infrastructure Products - Roads segments

The group hos applied sensitivities to ossess whether any reasonable possible changes inassumptions could cause an impairment that would be
matericl to these consolidated financial statements and no such iImpairments were identified
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Land ond Piant, machinery
buildings and vehicles Total
£m £m £m
Cost
At 1 Januory 2011 566 1250 1816
Exchange adjustments (03) (0 4) 07
Acquisitions 34 12 46
Additions 28 98 126
Disposal of subsidiary - ey {61)
Disposals {03) (33) (316)
At 31 December 2011 622 1262 i88 4
Exchange adjustments (18) (14} (32)
Acquisitions - 04 04
Additions 69 118 187
Reclassification - 19 (19)
Disposals {03) (2 8) 31
i At 31 December 2012 670 1323 1993 '
Depreciotion and impairment losses
At 1 Januory 2011 81 706 787
Exchange adjustments 01 01} o2
Disposal of subsidiary - (51} (51)
Disposals (03) (29} (32)
Charge for the year 26 107 133
Impairment provision - - -
At 31 December 2011 103 732 835
Exchange adjustments 03} (05) {08)
Reclassification - (0 5) {0 5)
Disposals (02} (2.3) (25)
Charge for the year 27 101 128
| At 31 December 2012 125 80.0 925 !
Carrying values
At 1 January 2011 485 54 4 1029
At 31 December 2011 519 530 104 9
| At 31 December 2012 545 523 1068

The gross book value of land and buildings includes freehold tand of £12 Om (2011 £12 7m)

Inciuded in the carrying value of plant, machinery ond vehicles 1s £4 5m (2011 £% 0m) in respect of ossets held under finance lease and hire

purchase contracts

Included withen plant, machinery and vehicles are assets held for hire with a cost of £27 2m (2011 £28 8m) and accumulated depreciation of

£16 6m (2011 £14 8m)

During the year, ussets with a cest of £1 9m and accumulated depreciation of £0 5m, have been transferred to inventories for future resale
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12 Deferred taxation

Intongible Praperty, plant Reurement Other trming
assets ond equipment Inventones obligation differences Totat
£m fm £fm £m Em Em
At 1 January 2011 {51) (100) (1) 30 a7 as9
Exchange adjustments o1 01 01 - - 01
Acquisitions {note 10) {69) on 09 01 10 {41)
Disposal of subsidiary - 01) - - - [(LNB]
Credited/(charged) for the year in the consolidated income
stotement (note 7) Q7 10 01) {0 6) 06 16
(Charged)/credited for the year in the consolidated
statement of comprehensive income (note 7) - - - 18 02} 16
Charged for the year in the consolidated statement of
changes in equity (note 7) - - - - (02} (02)
At 31 December 2011 (10 5) (91) {12) 43 (05) (170)
Exchange adjustments 03 02 (01) - - 04
Credited for the year in the consolidated 10 14 17 - 12 53
income statement {note 7)
{Charged)/credited for the year in the consohidated - - - 02) 01 (01)
statement of comprehensive income (note 7)
Credited for the year in the consolidated statement of - - - - 02 02
changes in equity (note 7)
, At 31 December 2012 {(92) (75} 04 41 10 (112)]
2012 2011
» e £m Em
Deferred tax assets 10 02
Deferred tax Lhabilities {12.2) (17 2)
Deferred tax labdity {11.2) (17 0)

No deferred tox asset hos been recognised in respect of tax losses of £14 5m {2011 £14 7m) as therwr future use 1s uncertain There 1s no time it
on the carrying forward of these losses

On 26 March 2012, 1t was announced that the main rate of corporation tax would reduce to 24% from 1 April 2012, with a subsequent 1%
reduction to reach 23% with effect from 1 April 2013 The legislation to reduce the tox rate to 23% from 1 Apnl 2013 was substantively enacted
on 3 July 2012 The deferred tox liability provided at the balance sheet date has therefore been recalculated at 23% on the basis that it will
materially reverse after 1 Apnl 2013 This recomputation has resulted in no material chenge in the overall deferred tox liability, with a credit of
£0 5mn the consolidoted income staterment and a charge of £0 5m directly in equity

The Government has also Indicated that it intends to enoct further reductions in the man rate of corporation tax, reducing the rate to 21% by 1
April 2014 These tax rate reductions hod not been substantively enccted ot the balance sheet dote and therefore have not been reflected in the

financiol statements The effect of any such chonges on deferred tax balances will be accounted for in the penod in which any such changes are
enacted

13 Inventories

C o 2011

| Em Em

Raw matenals and consumables , 28.6 l 291
Work in progress 89 77
Fsmished goods and goods for resale 203 194
57.8 56 2

The amount of inventories expensed to the consolidated income statement in the yearwas £257 1m (2011 £232 6m) The value of inventories
written down and expensed in the consolidated income statement during the yeor omounted to £nil (2011 £nil) The amount of inventories held
at farr volue less cost to sell included in the above was £0 4m (2011 £0 6m)
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i 2012 ! 201
\ £m £m
Trade and other current receivables t i
Trode receivables 819’ 842
Prepayments and eccrued tncome 43 50
Other recevables 25! 12
Fair value derivatives ; - 04
, 887 908
The charge to the consolidated income statement 1n the year in respect of impairment of trade recevables was £0 5m (2011 £1 1m)
15 Cash and borrawings
i T a012 2011
' £fm Em
Cash and cash equivalents in the balance sheet '
Cash ond bank balances ! 8.8 ! 126
Cell deposits , 01" 01
Cash 89 127
Interest bearing loans and borrowings |
Amounts due within one year (note 16) (20) (41}
Amounts due after more than one yeor (note 17) : - {937} {112 4)
Net debt C .7 (86 8)] {103 8)
X ¥
Change In net debt : E
Operating profit ! 392 ! 329
Non-cash items i 175 1§ 228
Operating cosh flow before movement in working capital 56.7 | 557
Net movement in working capital 7 (16 )
Changes in provisions and emplayee benefits (20) (4 3)
Operating cash flow 584 353
Tax paid (11 6) (75)
Net financing costs pard (43) (77
Capital expenditure (18 3) (12 6)
Proceeds on disposal of non-current assets 0.5 01
Free cash flow P 2T 76
Dwidends paid (note 9) ! *(102) (9 8}
Purchose of shares for the employee benefit trust = EER (08}
Disposals (see below) el T e 62
Acquisitions (note 10) P i(O“S)l (36 2}
Issue of new shares {note 20) ' -~ 05 01
Net debt decrease/{increase) ' 145! (329}
Effect of exchange rate fluctuations ' 25! (03}
Net debt at the beginning of the year (103 8) (70 6}
Net debt ot the end of the year {86.8), (103 8)
+
Disposals
Disposol of subsidiary {note 3) ; - 51
Deferred consideration recewved In respect of disposals ' - 11

Total

62
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C T 2m] o
. fm £m
Interest bearing loans and barrowings {note 15)
Current portion of long term borrowings 05 06
Finance lease and hire purchase obligations 15 35
] 20 41
Trade and other current hobilities {
Trade payables 50.7 475
Other taxation and social security 109 100
Accrued expenses and deferred income + 173 172
Fair value derivatives 10 05
Other payables 43 4 3
842 | 755
17 Non-current Liabilities
g— 2012 2611
£m £Em
Interest bearing loans and borrowings (note 15) i
Long term borrowings i 934 1107
Finance lease and hire purchase obligations ) 03} 17
! 937 | 112 4
Other non-current liabilities !
Deferred government grants 02| 02

Finance leases and hire purchase obligations and the effective interest rates for the period they mature as at the balance sheet date are detaled

below
f‘m—“- T S 2011
. Emffective ) M:mll:'gﬂ . T e Effective MIHI::::;
_ interest payment . Prlgﬂ{;ql nterest payment Principat
Y- rate% T - s £m fET Em rate % £m £m
Finance leases and hire purchase obligations l - o
Amounts due within one year l 375 ° 16 15; 353 37 35
Amounts due after more than one year ' L
Between one and two years ‘ 475 03 03 ' 408 15 15
Between two and five years - - - 500 02 02
. 03 0.3 17 17
19 18 54 52
Principal liability ; 18 52
Finance charges payable on outstanding commitments 01 02

The unsecured bank borrowings carry a rate of interest of 1 55% above LIBOR/EURIBOR/US LIBOR subject to a ratchet as defined in the facility
agreement In the USA, borrowings that are not fixed (note 19) are at US LIBOR +1 5% and are secured against substantiaily all of the assets of
V&S LLC and «ts subsiciaries Obligations under finance leases and hire purchase obligations are secured on the retevant assets
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18 Provisions for liabikities and charges

Property Other

related reguictory Total

fm £m £m

At 1 January 2011 40 04 L4

Exchange adjustments - - -

Acquisitions of subsidianes 08 - 08

Utilised during the year (08 01} (0 9)

Released to consolidoted income statement - (03) (03)

At 31 December 2011 50 - 40
Exchange adjustments . - - 2

. Utilised durning the yeor {03%) - {05 !

Released to consolidated income statement 02) - 02)

At 31 December 2012 33 - 3.3

. T 2012 01

Em im

Amounts due within one year H 05 | 05

Amounts due after more than one year 28! 35

\ 33 40

Prowistons utilised during the yeor reflect cash spend associated with the closure of one of the group’s manufocturing plants late in 2010
Provisions amounting to £0 2m were released where the group ne longer has any known obligations The group has sought expert valuctions
in relation to its property provisions where oppropriate, although there are foctors outside of the group's control that give nse to uncertainties
surrounding these matters The group does not expect to be rembursed for any of the future costs

19 Financial tnstruments

{a} Management of financral nsks

Overview

The group has exposure 1o g number of risks asscciated with its use of financict Instruments

This note presents information about the group’s exposure to each of these risks, the group’s objectives, policies and processes for measuring and
maonaging nisk, and the group’s management of capital Further quontitative disclosures are included throughout these consoiidated financial
statements

The board of directors has overall responsibility for the establishment and oversight of the group’s nisk mancgement framework

The group’s nsk menagement policies are established to identify and analyse the risks faced by the group, to set appropriate nsk imits and '
controls, and to monitor nsks and adherence to timits Risk menagement policies and systems are reviewed regularly to reflect changes in market
conditions and the group’s activities The group, through its training and management standards and procedures, aims to develop a disciplined .
and constructive control environment in which all employees understand therr roles and obligations

The group audit committee oversees how management manitors compliance with the group's risk management pelicies and procedures and
reviews the adequacy of the nsk maonagement framework in retation to the nsks faced by the group A programme of peer and third porty reviews
15 In place to assist the group audit committee with its assessment of the effectiveness of risk manogement and internal control procedures

Credit nsk

Credit nsk s the nisk of financicl loss to the group if @ customer or counterporty to a financial instrument fails to meet its contractual obligations,
and anses from cash and cash equivalents, derivative financiol nstruments and principally from the group's recevabtes from customers The
maximum exposure to credit nsk for recevables and other financial assets 1s represented by therr carrying amount

it 1s the group’s policy to insure a substontial part of the group’s trade recenvables Any residual risk is spread across a significant number of
customers As such the impairment losses are not significont Purchase imits ore established for eoch customer, which represent the maximum
open amount without requinng approval from the board and are reviewed regularly Customers that fail to meet the group’s benchmark
creditworthiness may transact with the group only on a prepayrment basis
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The group’s UK comparies represent the majonty of the trade receivable at 31 December 2012 with 61% {2011 57 6%) and currently the only

geographical region that does not generolly isure therr trade receivables (s North America, which represents 17% (2011 20 4%} of the group's
trade recevables Subsidiaries in North America have a policy of teking out trade references before granting credit imits and selectively insunng
where it 15 deemed necessary by management

The group’s policy 1s to not provide financiol guarantees At 31 December 2012 and 2011, no guarantees were outstanding

Liquidity risk

Liquidity nisk 1s the risk that the group will not be able to meet its financial obligations gs they fall due The group’s approach te mancging
lquidity 1s to ensure, as far as possible, that it will always have sufficient iquidity to meet its babilibies when due, under both norma! and stressed
conditions, without incurring unacceptable losses or risking damage to the group's reputation

It 15 the group’s policy ta minimise its iquidity risk in terms of imiting the amounts of borrowings maturing within the next 12 months As at 31
December 2012 all such debt waos covered by cash and cash equivalents netting to £6 9m positive current liquidity (2011 £8 6m)

[n 2011 the group refinanced its principal UK revalving credit facility The facility 1s a multicurrency revolving credit ggreement that expires in April
2016 ond hos a value at 31 Decernber 2012 of £209 4m, based on year end exchange rates Along with various ather on demand lines of credit,
including bank overdrafts, finance leases and bills of exchange, the group has access to facilities of £230 3m

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and commaodity prices will affect the group’s
income or the value of its holdings of financial instruments The objective of market nsk management 1s to manage and control market nisk
exposures within acceptable parameters, while optimising the return on risk The group buys and sells derivatives in the ordinary course of
business, and also incurs financial liabilities, in order to manage market risks All such transactions are carried out within the guidelines set by the
board

Counterparty risk

A group of relatienship banks prowdes the bulk of the banking services, with pre-approved credit imits set for each institution Financial derivatives
are entered Into with these core banks and the underlying credit exposure to these instruments 1s included when considering the credit exposure
to the counterparties At the end of 2012 credit exposure including cash deposited did not exceed £3 2m with any single institution (2011 £3 Om)

Currency risk

The group publishes its consolidated financial statements in Sterling, but conducts business in several foreign currencies, Including significant
operations based in Continental Europe, North America and Asia This results in foreign currency exchange rnisk due to exchange rate movements
which will offect the group’s transaction costs and the translation of the results and underlying net ossets of its foreign operations

The trading currency of each operation is predominantly in the same denamination, however, the group uses forward exchange contracts to
hedge the majenty of exposures that do exist The group does not apply hedge accounting to these derivative financial instruments

The group has hedged its investment in US and European operations by way of financing the acquisitions through ke denominations of its multi
currency banking facility The group’s investments in other subsidiaries are not hedged because fluctuations on trenslation of their assets into
Sterling are not significant to the group

Interest rate risk

The group adopts interest rate swaps when engaging in long term specific mvestments or contracts in order to more reliably assess finanoal
implications of these pracurements However, the group currently feels that using fixed interest rates for short term day to day trading 15 not
appropriate

The UK parent company and certain of its UK subsidiaries hold Sterling, US Dollar and Ewro derivotive instruments, designed to reduce the group’s
exposure to interest rate fluctuations, as shown in the foliowing table The notioncl amounts represent approximately 29% (2011 16%; of the
gross year end Sterling borrowings, 38% (2011 84%) of the Euro borrowings and 53% (2011 0%) of the US Dollar borrowings under the group's
principal UK revolving credit faclity The group also has US Dollar arrangements which are held locally, the notional amounts representing
approximately 12% (2011 52%) of the local US Dollar year end gross borrowings
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Financiol Rate excluding 2012 Notienal 2012 Notional 2012 Notlonal
Country nstrument Moturity dote margin % amounts £m amounts €m ocmounts 5m
UK Swap 1 Aprit 2016 1148 - - 100
UK Swap 1 Apri 2016 1130 - - 00
Uk Swap 1 Apnl 2016 1133 - - 100
UK Swap 1 Apnl 2016 1360 100 - -
Uk Swap 1 Apni 2016 1544 - 100 -
USA Swap 1 October 2015 4 800 , - - 07

Insurance
The group purchases insurance for commercial, legal and contractual regsons The group retoins insurable risk where external insurance 1s not
commercially viable

Capital management

The board maintains a strong caprtal bose so as to maintan investor, creditor and market confidence and to sustain future development of the
business The board monitors both the demographic spread of shareholders, as well as the return on cap:tal, which the group defines as total
shareholders’ equity and the level of dividends to ordinary shoreholders

The board seeks to maintain a bolance between the figher returns that might be possible with higher levels of borrowings and the advantages
and security afforded by a sound capital poesition

There are financial covenants associoted with the group's borrowings, which are interest cover and EBITDA to net debt The group comfortably
complied with these covenants in 2012 and 2011, as set out In the business review on page 21

There were no changes in the group’s approach to capital management during the yeor

{b) Totol finoncial ossets ond habilities
The table below sets out the group's accounting classification of its financial assets and liobtkties and their far values os at 31 Decernber The far
values of all financial assets and liabilities are not materally different to the carrying values

Other dervatves

Deugnoted ot for value ot fair vatue Amortised cost Totcl corrying vatue Fair value

Em fm Em £m fm

| Cash and cash equivalents - - 8% 89 89
| Interest bearing loans due within one year - - 29 {20) (2.0}
| ;r;:errest bearing loans due after more than one - - (937) 937 937)
Derivative assets - - - - -
Denvative liabilities 10) - - {1 0) 10
Other assets - - 84 4 84 4 84 4
Other llabilities - - (7213) {723) {723)
Total at 31 December 2012 1o - {747 (757) (757)
Cash ond cash equivalents - - 127 127 127
Interest bearing loans due within one year - - (1) (41) (41}
L:;E:errest bearing loons due after more thar one _ - (1124 (112 4) (112 4}
Dervative assets - 04 - 04 04
Denvative kabilities (05) - - {05} {05}
Other assets - - 854 854 854
Other lighilities - - {69 0) (69 Q) {69 0}

Tota! at 31 Dacember 2011 {05) 04 (87 4) (875) (87 %)
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Fair value tuerarchy
The table below analyses financial instruments carried at fair value, by valuation method The different levels have been defined as follows

> Levell unadjusted quoted prices in active markets for identical assets or liabilities

2 tevel 2 inputs other than quoted prices included within Level 1 that are observable for the asset or liability, esther as a direct price or
indirectly derived from prices

> levell inputs for the asset or lability that are not based on observable market data

Level 1 Level 2 Level 3 Tatal
£m £m £m £m
Derivative financiol assets - - - -1
Denwvative financial Labilities - {10} - {1.0}
Total at 31 December 2012~ - {10) - (10)!
Dernwvative financial assets - 04 - 04
Dervative financial labiliies - {05) - (05)
Total at 31 December 2011 - 01 - (01)

At 31 December 2012 the group did not have any liabilities classified ot Level 1 or Level 3 n the farr value hierarchy There have been no transfers
in any direction in the yeor

The group’s financral assets, excluding short term recevables, consist mainly of cash and call deposit accounts

Where cosh surpluses arise in the short term, interest 15 earned based on a floating rate related to bank bose rate or LIBOR/EURIBOR Where the
group’s funding requirements allow longer term investment of surpius cash, management will review available options to obtain the best possible
return whilst maintaining an oppropriate degree of access to the funds

The group’s financial Lliabilities, excluding short term creditors, are set out below Fixed rote financial lobilities comprise Sterling, Euro and US Dellar
dencminated finance leases and hire purchase agreements and bank loans Floating rate financiat labilittes compnse Sterling, Euro and US Doliar
bank toans and overdrafts, and Sterling finance lecses and hire purchase agreements The floating rate fincncial liabilities bear interest ct rates
related to bank base rates or LIBOR/EURIBOR

Each subsidiary has financial assets and liabilities which are predorminantly in the sarme denorrination as that subsidiary’s functional currency
Excluding the UK parent company, the financiol assets and labilities not denominated in the functional currency of these entities are insignificant
to the group

The UK parent company and certoin of its UK subsidiaries hold Euro £21 2m (2011 £319m) and US Dollar £35 2m (2011 £50 1m) denominated
mnterest bearing loans, which are predeminantly used to fund the group’s European and United States operations and include £56 4m {2011

£82 Om} designated as a hedge of the net investment i a foreign operation The fareign currency gain of £2 8m (2011 loss of £0 4m) for the
effective portion was recognised directly in equity netted against exchange differences on translation of foreign operations Any ineffective portion
recogmsed in the consclidated income statement 1s insignificant

Fixed rate financial iabilities

Weighted average Weighted average penod for

nterest rate which rate 1s fixed

% Yeors

" Sterling at 31 December 2012 15 32

* US Dollor at 31 December 2012 1.2 32
{ Euro at 31 December 2012 15 33

Sterling at 31 December 2011 kD! 07

US Dollar at 31 December 2011 45 19

Euro ot 31 Decermnber 2011 23 13
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19 Financicl instruments continued

{c) Matunty profile

The table below sets out the contractual cash flows associated with the group's financiol babilities, including estimated interest payments,
analysed by maturnty

Due between Due between Due after
Larrying Contractuol Due within ane gnd two and more thon
amounts cash flows one year two years five years five years
fm fm £m Im £m £m
| Seciired bank bofrawings = - - - 35 36) B T LT 0.9) CE]
Unsecured bank borrowings 90 4 (959) 17) (19 (92.5) -
Finance lease obligations 1.8 19 (1.5) (0.4 - -
| Other liobihties 723 (723) (72 3) - - -
Derivative liabilities 1.0 (1.3) {0.4) (0.4) (05) -
Total ot 31 December 2012 169.0 (175.0) (76.4) (30) (93.9) {17)
Secured bank borrowings 41 (42) {0 5) (05) (12) (20)
Unsecured bank berrowings 107 2 {118 8) {2 8) 27 (113 3) -
Finance lease obligations 52 (54) (37) (15) 02 -
Other liablities 69 ¢ (69 0) {69 0) - - -
Derivative higbilities 05 (09 {02) 02) (05) -
Total at 31 December 2011 186 0 {158 3) {76 2) (49) {115 2) QR0

The group hod the following undrawn commutted facilities ot 31 December, in respect of which all conditions precedent had been met

e s ™ -4
|— 2012 | 2011
£m £m

Undrawn committed borrowing facilities | !
Expiring after more than one year : 1190 1060

{d) Fair values

The loss in the year on the interest rate swops held by the UK group was £ 4m (2011 gain of £0 4m) which s recognised directly in equity as
these instruments are accounted for as cash flow hedges Any ineffactive portion of these hedges i1s taken to the conselidated income statement
and was insignificant The gain in the year on the US fixed rote interest swaps taken to the consobdoted income statement was £nil (2011 gain
of £0 1m) The fair value of forward currency exchange contracts realised in the consolidated income statement as part of foir value dernvatives
amounted to aloss of £0 4m (2011 gain of £0 4m) The fair values of the group's other financig! instruments at 31 Decermber 2012 and 2011
were not matenally different to therr carrying value Fair values were colculated using market rates where avalable, otherwise cash flows were
discounted at prevailing rates

Impairment charges of £0 3m (2011 £nil) were recognised in respect of the carrying values of non-current assets, as detalled in note 3

(e) Credit risk

Exposure to credit nisk

The exposure to credit nisk 1s substantiolly mitigated by the credit insurance employed by the group In the absence of this insurance the
maoximum credit exposure on the carrying vatue of finoncial assets at the reporting date wes

Carrying amount

2012 | 2011

£m £m

Loons and recewvables ; 844 854
Cash at the end of the year (note 15) . 8.9 127

Total : 93.3 ' 981
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19 Financial tnstruments continued

At the reporting date the maximum expaosure to credit risk for trade recevables, ignoring credit insurance was

Carrying value of trade recervables by geocgraphy

www hsholdings com

T 2002 | 2011

i £m Em
UK | 503 E 485
Rest of Europe : 152 170
North America ' 136 ’ 172
Asig l 2.8 15
Total 1 819 842

Carrying value of trade receivables by business segment

2011 (restated)

fm
Infrastructure Products - Utilities 5t H09 358
Infrastructure Products - Roads f - 20j5 209
Infrastructure Products - Total _ T 64 607
Galvanizing Services 205 235
Total 81.9 84 2
The comparatives in this note have been restated as explained in note 1
Impairment losses
The group maintains @ substantial level of credit insurance covening the majority of its trade recewvables which mitigates against possible
impairment losses, therefore such smparment losses are not significant
The ageing of trade recevables at the reporting dote was
2012 2011
| Gross Prowisions Net | Gross Provisions Net
t £m fm £m | £m £m £fm
Not past due 586" - (03) 58.3 ! 611 {03) 608
Past due 1-30 days 16.0 . (01) 159 i 163 {0 3} 160
Past due 31-120 days 48 (01) 47 67 {10) 57
Past due more than 120 days i 4.8 (18) 30 31 {14) 17
Total i 842 {2 3) - 81,9 | 872 (30) 842
The movements in provisions for impairment of trade recewvables are as follows
£m
At 1 Jonuary 2011 22
Acquisstions of subsidiarnies 05
Charged to the consolidated income statement during the year 05
Utilised during the year (0 2)
s At 31 December 2011 3.0,
: Exchange adjustments (0.1}
Charged to the consolidated income statement during the year 0.1
' Utilised during the year (07)
At 31 December 2012 2.3

(f) Sensitivity analysis

In managing interest rate and currency nisks the group aims to reduce the impact of short term fluctuations on the group’s earnings Over the
longer term, however, permanent changes in foreign exchange and interest rates may have an impact on consolidated earnings At the end of the
reporting periods, the effects of hypothetical changes in interest and currency rates are as follows

>  Based on average month end net debt balances that are not subject to an interest rate swap, f interest rates had vaned throughout the
year by 1% the positive or negative variation on the year's result would have been £0 7m (2011 £0 8m), which would directly impact on the

consolidated income statement
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>  Based on g 10% weakening in Sterling against all currencies throughout the year, the impact on the conselidated income statement would
have been a gain of £2 7m (2011 £1 9m) and the impact on equity wouid have been a gain of £13 1m (2011 £10 7m)

?>  Bosed on o 10% strengthening In Sterling against all currencies throughout the year, the impact on the consobidated mncome statement

would have beenaloss of £2 2m (2011 £1 6m) ond the impact on equity woutd have been g loss of £107m (2011 £9 1m)

20 Called up share capital

e e ey

2012 | 2011
£m ! fm
Allotted, called up and fully paid |
77 1m ordinary shares of 25p each (2011 77 0m) ] 193 192
In 2012 the company issued 0 1m shares under its various share option schemes (2011 0 Tm}, reabsing £0 5m (2011 £0 1m)
Options outstanding over the company’s shares
2012 2011
Numbar Option Number Option
of shares price (p) of shares pnice {p) Date first exercisable Expiry date
2007 LTIP Award (granted March 2012)* ! 263,721 - - - § §
2007 LTIP Award (granted March 2011}* 287,779 - 287,779 - § §
H
2007 LTIP Award (granted March 2010}* 1 247,546 - 247,546 - § §
2007 LTIP Award (granted March 2009)* - - 180,000 - § §
2005 approved executive share option
scherme {granted October 2005)" 40,792 205 66,938 205 4 October 2008 4 October 2015
2005 unapproved executive share
option scheme (granted October 2005)* 4,907 205 68,375 205 4 October 2008 4 October 2015
2007 grant of 2005 approved executive
share option scheme (granted April 2007}* 183,551 350 236,830 350 13 April 2010 13 Apnl 2017
2007 grant of 2005 unapproved executive
share option scheme (granted April 2007)* ‘ 326,876 350 370,170 350 13 April 2010 13 Apnl 2017
2012 grant of 2005 approved executive share
option scheme (granted Aprl 2012)* | 125,828 316 E - - 19 Apnt 2015 19 Apni 2022
2012 grant of 2005 unapproved ' i
executive share option scheme (granted April | "“J
2012y ' | - - 19 Apr 2015 19 Apni 2022
2008 grant of 2005 savings related share }* ;
option scheme (granted January 2008) l E 131,350 318 1 January 2013 1 July 2013
2008 grant of 2005 savings reloted share - -
option scheme (granted December 2008)* ; - 246 77,474 246 1 December 2011 1 June 2012
2008 grant of 2005 sovings reloted share ! - -
option scheme (granted December 2008)*t 134,630 246 146,067 246 1 Decermnber 2013 1 June 2014
2010 grant of 2005 sovings related share
option scheme (granted Jonuary 2011)* 456,697 238 499,970 238 1 Jenuary 2016 1 July 2016
Outstanding at the end of the year 2,354,098 ' 2,312,499
Exercisable at the year end 556,126 819,787
Not exercisable at the year end 1,797,972 1,492,712
Outstonding at the end of the year 2,354,098 2,312,499

Subject to share bosed paoyments under [FRS2 (see below)

+ Options may be exercised earty under the terms of this scheme If employees meet the critena of 'good leaver  which encompasses circumstonces such as retiremeant of redundancy

§ Awords lapse on the eorler of the oward holder ceasing their employment or the applicable performance conditions nat being met The earliest possible date for aword 8 1 Januery 2013 for the

2010 grant, 1 Januory 2014 far the 2011 grant and 1 January 2015 for the 2012 grant

The remaining weighted average life of the cutstanding share optiens is 3 yeors 3 months (2011 3 years 2 months)




94 Hill & Smuth Holdings PLC Annual Report 2012 www hsholdings com

Finenciol Statements

Notes to the Consolidated Financial Statements o ¢inued

20 Called up share capital continued
The movement and weighted average exercise prices of share options during the year are o5 follows

Weighted , Weighted

average - cveroge
sxercise Millions axercise Millons
price {(p) . of options price {p) of options
Coo2012 2012 2011 2011
Outstanding at the beginning of the year 197 = . 23 206 20
Granted during the yeor | 169 06 E 164 09
Exercised durning the year ; {241) {0.1); (50) (03)
Lapsed dunng the year ! (144) (0 lo).é (244) (03)
Qutstanding at the end of the year ! 195 24 197 23

The weighted average share price on the dates of exercise during the year for the above share options was 356p (2011 311p}, ond the weighted
overage fair value of options ond awards granted in the year was 145p (2011 104p) The weighted average exercise price of outstanding options
exercisable at the year end was 338p

Share-based payments
All option schemes marked os being subject to share-bosed payments have 2005 to 2012 as therr first qualifying year

The fair value of services receved in return for share options granted 1s measured by reference to the fair value of the share options granted

The estimate of the fair value of the services received is measured bosed on the Bleck-Scholes model where vesting 1s based on non-market
conditions, ar @ Mente Carlo Simulation where vesting 1s based on market conditions The contractual life 1s the life of the option in question and
the growth in dividend yield is based on the best current estimate of future yields over the contractucl period

Januory Decermnber January
2011 grantof 2008 grontof 2008 grant of 2005 grant
2005 Sovings 2005 Sowings 2005 Savings 2012 grantof 2007 grant of of 2005
2012gront 2011 grant 2010 grant Reloted Relsted Shore  Reloted Share 2005 Share 2005 Share share
of 2007 LTIP  of 2007 LTIP  of 2007 LTIP  Share Option Option Option Optian Optian Option
Award Award Award Scheme Scheme Scheme Schernes Schemes Schemes
Fair value at measurement date (p) 337/194  303/171 344 44 3/3 51/49 4 59 34
Share price at grant date (p) 337 303 339 290 160 331 316 351 208
Exercise price {p) 0 0 0 238 246 318 316 350 205
Expected volatility (%) 28 28 27 21 28/24 29/25 28 22 36
Option life {years) 3 3 3 5 3/5 3/5 3 3 3
Dividend yield (%) 00 00 oG 44 46 46 42 37 37
Risk free interest rate (%) 06 16 19 16 18/28 40 06 51 45

The expected volatility is wholly based on the histoncal volatility (calculated based on the weighted cverage remaining bfe of the share options),
adyjusted for any expected changes to future volatility due to publicly available information

Share options have been granted to qualifying employees in tine with either HM Revenue & Customs approved or non-approved schemes, as
indicated apove Other than the LTIP, the strike price for the option 1s made based on the market values of shares at the date the option is offered

The total expense recogrised for the period arising from share-based payments is as follows

T 5:515—‘ 2011
£m £m

Expensed during the year i 03| 02

21 Guarantees and other financial commitments
{a) Guarantees
The group had no financial guarantee contracts outstanding (2011 £rul}

(b) Capital commutments
T 2012 '1 2011
£m £m

Contracted for but not provided In the occounts } 04 | o7
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The total future minimum commitments payable under non-cancellable operating leases are analysed as follows

VT am T : 2011
Land and ! Lond and
buildings Other : buitdings Other
i £m im £m £m
Group !
Within one year ' L4 22 i 44 21
Between one and two years £3 16 , 43 16
Between two and five years , 10.0 19 : 111 16
After five years ) 137 01! 167 -
! 324 58 ! 365 53

The group leases properties, plant, machinery and vehicles for operational purposes Property leases vary considerably in length up to @ moximum

period of 99 years Plant, machinery and vehicle leases typically run for periods of up to

5 years

The total future minimum commitments receivable under non-cancellable operating leases are anolysed as follows

|

2012 T 2011
Land and ! Land ond
f bulldings Gther ! buwidings Other
. £m fm | £m £m
Group
Within one year 06 61 06 50
Between one and five years ' 1.4 40 | 16 20
After five years 0.7 - | 10 -
2.7 101 | 32 70
22 Pensions
Totat
The totat group retirerment benefit assets and obligations are detatled below
T T overseas . T Capaz UK Overseas 2011
- Em Too=TEm - fm o £m £m Em
Tota! farr volue of scheme assets i 620 - 2% 645 | 549 26 575
Present value of scheme funded obligations (758) (4.9} {80.7) (69 2) {46) (73 8)
Present value of scheme unfunded obligations : - (0.1) {0.1) - 01) on
Retirement benefit cbligation ) (13.8) (2.5) {16.3) (14 3} (21) (16 &)

Umted Kingdom

The group operates two main pension schemes in the UK The Hill & Smith executive pension scheme prowvides benefits on a defined benefit bosis,
while the other larger HIlt & Smuth pension scheme provides benefits that are on a defined contnbutian basis This second scheme also contains
some defined benefit lobilities The assets of both schemes are administered by trustees and are kept entirely separate from those of the group
Independent actuarial valuations are carned out every three years Contrnibution rates are determined on the basis of advice from an independent
professionally qualified actuary, with the objective of prowding the finds required to meet pension obligetions as they fall due There are also

separate personal pension plans

The consolidated income statement for the year includes o pension charge within operating profit of £1 7m (2011 £0 1m}, which includes the

costs of the defined contribution scherme and the defined benefit scheme

All actuanal gains and losses are recognised immediately in the consolidoted statement of comprehensive income
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22 Pensions continued

Composition of the Scheme

The group operates defined benefit schemes in the UK A full actuaral valuation of the schemes was last carried out as at 5 April 2012 and was
updated to 31 December 2012 by a quatified actuary

The principal assumptions used by the actuary

i’—d_ _-"ZE 2011 2010 2009 2008
Rate of increase in salanes ; n/a 2 00% 350% 3 60% 2 70%
Rate of increase in pensians payment . . ,260% 2 90% 330% 3 40% 2 60%
Discount rate o E CR20% 4 90% 5 60% 5 80% 6 50%
Inflation - RPI Sl - 270% 300% 350% 3 60% 2 70%
Inflotion - CPI =7 T195% 2 00% - - -
Mortality table 116%120%| 116%120% 116%120% PA92YOB PA92YOB

S1PACMI2011 1% S1PAmc1% S1PAmc1%

* With the addition of the short eohort for the Hill & Srmith executive pension scheme, opproxmatety 1 6 years s added to the Wfe expectancies shown below

The mortality assumptions imply the following expected future lifetimes from age 65

1, 2011 2011 2010 2009 2008
Males currently aged 45 } 218years, 216years 216years 211years  210yeurs
Fernales currently aged 45 " 243 years' 242 years 24 2years 241 years 24 O yeors
Males currently aged 65 208 years 200 years 20 0 years 19 9 years 19 8 years
Fernales currently aged 65 + 230years 227vyears 227years 229years 22 8yeors

The assumptions have been chosen by the directors from a range of possible actuanal assumptions which, due to the timescales covered, moy
not be borne out in practice

Assets and liabilities

One scheme holds assets and liobilities in respect of defined contribution benefits which are equal in value and ore excluded from the following
figures The fair values of scheme assets, which are not intended to be realised in the short term and may be subject to significant change before
they are realised, and the value of the scherne liobilities, which 1s derived from cash flow projections over long periods and which 1s therefore
inherently uncertain, are as follows

r __El;t—e‘;f r_lt;m B - T Rote of return Rate of return

axpected Market value expected Market vatue expected Market value

2012 2012 2011 2011 2010 2010

% £m 4 % £m % Em

Assets ;

Equities | 6 40 217 6 40 162 760 190
Bonds | 370 330 450 295 500 272
With profits policies i‘ 390, 14 410 25 530 23
Hedge funds ! 8 00 : 55 i 800 54 800 58
Currency funds ! 6 40 - 6 40 09 760 19
Cash i 2.60 04 | 280 04 400 04
Total fair value of scheme assets ! 5.00 | 62.0 540 549 627 566
Present value of scheme funded obligations (75 8) (69 2) (66 1}

Retirement benefit obligation T (138) ) {14 3) (95)
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22 Pensions continued

Rate of return Rate of return
expected Market volue expected Market volue
2009 2009 2008 2008
% £ % fm

Assets

Equities 800 160 840 107

Bonds 520 249 650 253

with profits policies 570 21 530 29

Hedge funds 800 56 800 50

Currency funds 800 23 840 21

Cash 4 40 11 370 04

Total fair velue of scheme assets 6 49 520 708 46 4

Present value of scheme funded obligations (67 &) {56 8)
Retirement benefit obligation (154) (10 4)

The overall expected return on assets assumption has been calculated as an approximate weighted average of the expected returns of each asset
class taking into account the asset allocation of the scherme When setting an expected return for each asset class, the following foctors have
been considered

Equities - a higher long term rate of return 1s expected on equity investments than that which 1s available on bonds The extent to which equities
are assumed to provide higher returns than bonds in the future 1s estimated based an the returns ochieved above bond returns historically, market
conditions at the balance sheet date and the employment of a UK active management approach with equities

Bonds, gilts and cosh - where assets are held in bonds, gitts and cash, the expected long term rate of return s taken to be the yields generally
prevalling on such assets as ot the balence sheet date

With profits policies - the underlying asset allocation of the policies and the overall rate 1s based on the expected long term rate of return on each
of the asset classes with reference to this allocation

Hedge funds - these funds invest in a range of investments including eguities, bonds and alternctives to generate stable absolute returns at
a level above cash The extent to which these funds are assumed to provide higher returns than cash in the future 1s based an the manager's
objectives with regards to the average annual returns abave cash and having regard te maorket conditions at the balance sheet date

Currency funds - these funds incorporate gearing te generate expected returns significantly above the returns ovailable on cash The extent to
which these funds are assumed to provide higher returns then cash in the future I1s estimated based on expected returns on equity Investments
and market conditions ot the bolance sheet date

Total expense recognised in the conselideted iIncome statement

s 2012

i 2011

Defined Dafined - ' Defined Defined

cantribution banefit 1 contribution benefit
! I h Total | schermes schemes Total
{ ' £m Em £m
Current service costs . 11 o6 17
Past service costs - (11} 11
Losses/(gains) on curtallments and settlements : ! - (05} (05)
Charge/{credit) to operating profit ‘ 11 06 1.7 11 (10 01
Expected return on pension scheme assets . - (2.9) - (29)' - 35 (35)
Expected interest cost on pension scherne obligations - 3.3 33 - 36 36

Total charged/{credited) to profit before tax 11 1.0 21 11 (09) 02
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Notes to the Consolidated Financial Statements continued

22 Pensions continued

Change 1n the present value of the defined benefit obligations

m “‘—"EH{'] 2011
1 . £fm £fm
Opening defined benefit obligotions i 69.2 | 66 1
Current service costs é 02, Gé6
Past service costs , - ! an
Expected interest cost i 33 36
Actuanol loss g 72, 39
Losses/(gains) on curtailments and settlements ; 04, (05)
Employee contnbutions g - i 01
Benefits paid , (4.5) (35)
Closing defined benefit obligations ] 758 | 692
Chonges in fair values of scheme assets
l—‘_ T 2011
- Em | £m
Opening fair value of assets I CT T+ 549 566
Expected return on assets 29 35
Actuanal gain/{loss) ‘ 67 4 3)
Employer contributions ; 201 25
Employee contributions 3 - E 01
Benefits paid | {45); (35)
Closing fair value of assets 620 ¢ 549
Actual return on scheme assets | 96 i 07
Expected employer contributions in the following year !
Defined benefit schemes I 25 | 18
Defined contribution schemes i 12 12
Amounts recognised in the consolidated statement of comprehensive iIncome
T e T % of % of
% of scheme scheme scheme
assats/ assets/ assets/
liabititles 1012 ligbiities 2011 labilities 2010
% £m % £m £m
Difference between actual and expected return on |
scheme assets 11 67 ¢ 8 (4 3) 4 24
Experienced loss on scheme obtigations | 1 (0 5) E - - - -
Changes In assumptions undertying the present value * l‘
of scheme obligations 9 (6 7) 6 (39) 3 22
Annual amount recognised 1 (0 5): 12 (8 2) 7 46
Total amount recognised (25.2) (24 7) (16 5)
% of schermne % of scheme
assets/ assets/
labilities 2009 liabibities 2008
£m % £m
Difference between actual and expected return on scheme assets 9 bé (35) (16 2)
Experienced gain/{toss) on scheme obligations - 03 (1} ©7n
Changes in assumptions underlying the present value of scheme abligations (16) (105) 20 116
Annual amount recogrised (8) (5 8) (5) (53)
Total amount recognised (21 1) (15 3)
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In France the group provides certain long term benefits ond operates post employment defined benefit plans which prowide lump sum benefits at

retirement in accoerdance with collective labour agreements Some of those plans are funded with insurance companies

In the USA Bergen-Power Pipe Supports, Inc , operates a defined benefit pension pian compnsing current and deferred pensioners such that no

future benefits accrue

The group alse operates defined contnbution plans in the USA and in Sweden The amount cantrbuted teo these plans during the year was £6 5m

{2011 £0 4m)

The consolidated income statement for the year includes a pension charge within operating profit of £0 6m (2011 £0 9m}, which includes the
costs of the defined contribution schemes and the defined benefit schemes

All actuarial gains and losses are recognised immediately in the consolidated statement of comprehensive income

Compasttion of the schemes

The group operates defined benefit schernes in France and the USA Actuarial valuations of the schemes were carned out by independent

actuaries as at 31 December 2012

The principal assumptions used by the actuonies

| T a1z 2011 2010 2000

USA France ¢ UsA France France France

Rate of increase in salarnies 0.00% 2.00% 0 00% 200% 200% 2 00%
Discount rate C450% - 600% 4 50% 500% 4 60% 5 00%
Inflation 0.00% -  -200% | 000% 200% 200% 200%
Expected tong term rate of return on plan assets ©7.50% 450% ! 7 50% 4 50% 4 00% 4 50%
Mortality table 94 G;AR TH 00-02, ; 94 GAR  THO0-02, THO0-02,  THQO-02,
Proj, 2002 TF00-02 . Proj 2002 TF00-02 TF Q0-02 TF 00-02

Assets and liabilities

The fair values of scheme ossets, which are not intended to be realised In the short term and may be subject to significant change before they are
reatised, and the value of the scheme liabilities, which 1s derived fram cash flow prejections over long periods ond which is therefore inherently

uncertain, are as foliows

Rote of retum Market Rote of return Market Rate of return Market
expected volue expected value expected volue
2012 2012 2011 2011 2010 2010
% £m % £m % im
Assets
Cash and other insured fixed interest ossets 7.30 25 730 26 400 01
Total fair value of scheme assets ' 730 25! 7130 26 400 01
Present value of scheme funded cbligations (4.9)! {4 6) (14)
Present value of scheme unfunded obligations | .- Ny {0.1) | o1 01
Retirement benefit obligation | . ) (25) 21) {14)
Rate of return Rate of return Market
expected Market volue expected volue
2009 2009 2008 2008
% £m % £m
Assets
Cash and other insured fixed interest assets 4 50 02 450 02
Total farr value of scheme assets 450 02 450 02
Present value of scheme funded obligations (14) (14}
Present value of scheme unfunded cblgations {01) 02)
Retirement benefit obligation {13) (14)
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Cash and other insured fixed interest assets - where assets are held in cash or a policy with a fixed interest asset allocation, the expected long
term rate of return is taken to be the yields generally prevailing on such assets as at the balance sheet date

Total expense recognised in the consolidoted iIncome statement

a—

) 2012 2011
Defined - Defined o Definad Defined
, " contnbutfon ' ~ banaefit w Y contribution benefit
N ..schames .schewmls . otal sthemes schemes Totel
M £m - £m . £m Em £m £m
Current service cost T 05 L. 0.1 06 04 01 05
Past service costs - - - - 04 Q4
Charge to operating profit i 0.5 01 0.6 | 04 05 09
Expected return on pension scheme assets - {0.2) (0.2), - on 01
Expected interest cost on pension scheme obligations | - 0.2 02! - 02 02
Total charged to profit before tox | 05 0.1 0.6 . 04 06 10
Change in the present value of the defined benefit abligation
j"_‘" T 2012 | 2011
- Em Em
Opening defined benefit obligation - A7 15
Acquisitions of subsidianes - :" %oe- 26
Current service costs T -1 01
Past service costs . - 04
Expected interest cost 02 02
Actuanct losses i 05, 02
Benefits paid ’ (0 5)/ (01)
Employee contnbutions ] o (03)
Exchange adjustments {0.1) 01
Closing defined benefit obhigation 5.0 47
Changes in fair values of scheme assets
- 2012 2011
fm
Opening fair value of assets 01
Acquisitions of subsidiaries 24
Actuanal gains -
Expected return on assets 01
Benefits paid ¢ (0 3) 01}
Exchange adjustments V(O 1) 01
Closing fair value of assets ! “ 251 26
Actual return on scheme assets 03, 01
Expected employer contributions in the following year ' ;
Defined benefit schemes - -
Defined contnbution schemes ' 05 04
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Amounts recogmsed in the consolidated statement of comprehensive income
* % of schame i % of scheme % of scheme
assaty/ assets/ assets/
lichiirties 2012 liabilitses 01 labiities 2010
% £m % Em £m
Experienced loss on scheme obligations 2 01 - - {2) -
Difference between actual and expected return on | :
assets i 4 01 - - - -
Changes in assumptions underlying the ! '
present value of scheme obligations i {12) {06)! (%) 032) - -
Exchange rote adjustment on assets and i !
ligbiities . nfa -t n/g - nfa -
Amount recognised in the penod {04): (02} -
Total amount recogmised (10) (D 6) 04)
% of scheme % of scheme
ossets/ assets/
licbilites 2009 labilities 2008
% £m % fm
Experienced loss on scheme obligations 3 - {9} 01}
Changes in assumptions underlying the present value of scheme obligotions - - - -
Exchonge rate adjustment on ossets and Ligbiities nia 01 n/a (03)
Amount recogmised in the peniod 01 04)
Total amount recognised {04) {0 5}
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23 Accounting estimates, assumptions and judgements
The principal accounting estimates, assumptions and jJudgements emptoyed in the preparation of these cansolidated group financial statements
which could affect the carrying amounts of assets and liabilities at the balance sheet dote are as follows

Actuonal assumptions on pension obligations

In determuning the vatuation of the defined benefit pension deficit, certan assumptions about the scheme hove been made, notably the expected
return on assets, inflation, discount rates, mortality, salary increases and penston incregses The foctors affecting these assumptions are lorgely
outside the group's control (note 22)

Impairment of goodwill

The determination of whether goodwill and other indefinite fe intongible assets should be iImpaired requires the estimation of future cash flows
and growth factors odopted by each cosh generating unit Furthermore, discount rates opplted to these cash flows are determined by reference to
the markets in which they operate and are risk adjusted to reflect risks and opportunities existing for each cash generating unit These factors are
all offected by prevailing market and ecenormuc factors outside the group’s control Further information on this issue is included in note 10

Share-based payments

In valuing the share-based payments charged in the group’s accounts, the company has used the Black-Scholes calculation model where
vesting 15 based on non-market conditions or a Monte Carlo simulation where vesting 1s bosed on market conditions Both models make various
assumptions about factors outside the group’s controt, such as share price volatiity and risk free interest rates Details of the options and
assumptions used in deriving the share-based payments are disclosed In note 20

Environmental and dilapidation provisions

Estimated environmental and ditapidation costs have been derived on the basis of the most recent assessments of the likely cost Certain factors
concerning these costs are outside the group's control In making this assessment the group has sought the aid of independent experts where
appropriate Further information is included in note 18

Deferred toxation
Deferred tuxotion has been estimated using the best information available, including seeking the opinion of Independent experts where applicable
(note 12)

Valuation of intangible assets

Where an acquisition i1s of a significant size, it s reviewed by independent experts to assess the specific intangibles ansing from the acquisition
Brands and customner lists hove been identified as part of this process and are disclosed n note 10 The reasons for the residual excess of
consideration over net asset value are then identified to identify the reasons for goodwill ansing, which in the case of recent acquisitions, has
resulted mainly from ossembled workforce, technical expertise, know-how, market share and geographical advantages

Brands have been valued based on estimated royalty rates discounted over their usefut lives, which i1s normatly 20 years, but considered

indefirute for the US Voigt & Schweitzer and Carpenter & Paterson brands which have both been successfully trading for over 50 years Customer
relationships have been valued bosed on discounted forecast turnover rates and have been deemed to have useful economic lives of between five
ond ten years based upon the average expected length of relationships with customers

Construction contracts

In deterrmining the revenue and costs to be recogrused each year for work done on construction cantracts, estimates are made in relation to final
out-turn on each contract On major construction contracts, it 1s assessed, based on past experience, that their outcome cannot be estimated
rehably during the early stoges of the controct, but that costs incurred will be recoverable Once the outcome can be estimated reliably the
estimates of finel out-turn on each contract may include cost contingencies to take account of the specific nisks within each contract that have
been identified during the ecrly stages of the contract Management continually reviews the estimated final out-turn on contracts and makes
adjustments where necessary

24 Related party transactions
The key management are cansidered to be the board of directors of Hl & Srmuth Heldings PLC, whose remuneration can be seen in the directors’
remunergtion report on pages 45 to 53 The compensation In total for each category required by IAS24 1s as follows

2012 2011

.~ Em Em

Salaries and short term employee benefits i 14 10
Non-executive directors’ fees 02 02
Pension costs 02 01
Share-based payments 01 01

19 14
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Year ended 31 December 2012
Company Balance Sheet
Notes melr: : zu{tnl‘
Fixed assets
Tangible assets 3 0.1 01
Investments L 291.3 2913
2914 291 4
I ;
Current assets :
Debtors 5 253 | 199
253 ; 199
f ]
i
Creditors amounts falling due withun one year
Bank loans and overdrofts 67 {4 5) (50)
Other creditors 6 (103 0) {1105}
(107 5) {1t155)
Net current habidities (82.2) {95 6}
Total assets tess current habilities 209.2 1958
Creditors amounts folling due after more than one year 7 ? (4t.2). {46 0)
Net gssets | 16590 | 1458
[
Share capttal and reserves !
Called up share capital 9 193 192
Share premium 10 296 292
Capital redemption reserve 0 0.2 02
Profit and loss account 10 115.9 1012
Equity shareholders’ funds 165.0 149 8

Approved by the boord of directors on 12 March 2013 and signed on its behalf by
D W Muir @LW
Director

M Pegler
Director
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Year ended 31 December 2012

Company Reconciliation of Movements in Shareholders’ Funds

- Hiﬁq 2011

{ £m Em
Profit for the year i R T 30
Dividends ’ (10.2) 98
Credit to equity of share-based payments } 03 3 02
Satisfaction of long term incentive payments - ? (0 8)
Sheres 1ssued in the year 05} 01
Net increase/{decredase) in shareholders’ funds { 152 . (7 3)
Opening shareholders’ funds i 1498 ¢ 1571
Closing shareholders’ funds , 165.0 149 8
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Company Principal Accounting Policies

The following accounting policies have been applied consistently in dealing with items which are considered material in relotion to the company's
financia! statements, except os noted below

Basis of preparation
The company’s financial stotements have been prepared In accordance with cpplicable UK GAAP occounting standards and under the historical cost
accounting rules

Under Section 408 of the Companies Act 2006 the compoeny is exempt from the requirement to present its own profit end loss account

Under FRS1 cash flow statements, the company 1s exempt from the requirement to prepare a cash flow statement, on the grounds that the
company 1s included in 1ts own published consoltdated financal statements

The company has taken advantoge of the exernptions contained in FRS8 Related Party Disclosures and has not disclosed transactions or batances
with wholly owned subsidianes of the group Related party transections with the company’s key management personnet are disclosed in note

24 1o the group finoncial statements The company has adopted the requirements of FRS29 Financial Instruments Disclosures and has Laken the

exemption under thot standard from disclosure en the grounds that the group financiol statements contain disclosures in compliance with IFRS7

Investments In subsidiary undertakings
in the company’s financial stotements, investments in subsidiory undertakings are stoted at cost, less amounts written off for impairment They are
reviewed for imparrment whenever events or circumstances indicate that the carrying value moy not be recoverable

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transactien Monetary assets and liabilities
denominated in foreign currencies ore translated into sterling at closing rates at the balance sheet date and the gains or losses on translatron
included in the profit and {oss account Non-monetary assets and labilities are translated into sterling at historc rates of exchange end are not
updated to closing rotes at the balance sheet date

This policy applies to the company’s long term bank loans denominated in foreign currencies, which are monetary items, and ore therefore
tronstated into sterling at closing rates at the balance sheet date, with exchonge differences ansing possing through the prefit and loss occount

This policy also applies to long term amounts denerminoted in foreign currencies owed to subsidiory undertakings and to investments denominated
in foreign currencies in intermediary holding companies

However, the compony applies farr value hedge accounting where appropriate, in accordance with FRS265, in order to hedge loans denorminated

in foreign currencres aganst all, or part, of the foreign currency denominated investments Therefore, foreign exchange differences arising on
translation into sterling of both the hedging loans and hedged investments using the closing rates at the botance sheet date are taken to the profit
and loss account Any unhedged investrent balances continue to be held ot cost as descnbed above

Financial instruments
The company has adopted the requirements of FRS29 and has token the exemption under that standard from disclosure on the grounds that the
consolidated financial statements contain disclosures in complgnce with IFRS7 in note 19

Financial gssets and labilities are recognised on the company’s balance sheet when the company becomes a porty to the contractual provisions of
the instrument

In accordance with its treosury policy, the company does not hold or 1ssue derwative financial instrurents for trading purposes However,
dervatives thot do not quolify for hedge accounting are accounted for as trading instrurments

Bank loans and overdrafts are recognised imtially ot fair value tess attnibutable transaction costs Subsequent to inttial recogrution, bank loans and
overdrafts are stated at amortised cost with any difference between cost and redemption value being recogrised in the profit and loss account over
the period of the borrowings on an effective interest basis

Tangible fixed assets and depreciation
Depreciation s provided to wnite off the cost or valuation less the estimoted residual value of tangible fixed assets by equal instalments over their
estimoted useful economic lives as follows

Leasehotd improvements life of the lease
Plant, machinery and vehicles 4 to 20 years
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Leases
Assets acquired under finance leases are capitalised and the outstanding future lease obligations are shown in creditors Operating lease rentals
are charged to the profit ond loss account on o straight line basis over the period of the lease

Pension scheme arrangements

The company participates in the Hill & Smuth executive pension scheme and the Hill & Smith pension scheme, as described in note 22 As the
company 1s unable to identify its share of the group pension scheme assets in respect of the defined benefit sections on a consistent and
reasonable basis, the schemes are accounted for as if they are defined contnbution schemes, as permitted by FRS17 Contributions in respect of
defined contnbution schemes are charged to the profit and loss account in the period to which they relate

Share-based payments

The share option programme allows employees to acquire shares of the company The fair value of options gronted are expensed with a
corresponding increase in equity The fair value 1s measured at grant date and spread over the period duning which the employees become
unconditionally entitled to the options The fair value of the options granted 1s measured using an option pricing model, taking inte account the
terms and cond:tions upon which the optians were granted The amount recogrised as on expense Is adjusted to reflect the actual number of
share options that vest except where forfeiture s only due to share prices not ochieving the threshold for vesting

Where the company grants options over its own shares to the employees of its subsidiaries it recognises an increase In the cost of investment

n its subsidianies equivalent to the equity settled share-based payment charge recognised in 1ts subsidiary’s financial statements with the
corresponding credit betng recognised directly in equity This increase 1s offset in full by amounts recharged to the subsicdiary, which are recognised
as a reduction in the cost of investment in subsidiary

Income tox

The charge for taxation on the profit or loss for the year represents the surm of the tax currently poyable or recoverable and deferred tax This
charge 1s recogrused in the profit and loss account except to the extent that it relates to tems recognised directly in equity, in which case it is
recognised in equity

Current tax is the expected tox payable or recoverable on the taxable result for the year The taxable result differs from net profit or loss as
reported tn the profit and loss account because it excludes items of iIncome or expense that are not taxable or not deductible The company's
debtor or creditor for current tox s calculated using tax rotes enacted or substantively enacted at the balance sheet date, and any adjustments in
respect of previous years

Deferred toxation
Deferred tax 1s provided, without discounting, on timing differences between the treatment of items for taxotion ond accounting purposes as
required by FR519

Ordinary dwvidends
Dividends payable ore recogrised as a ltability in the peniad in which they are approved by the company's shareholders Dividends recewvable are
accounted for on a cash accounting basis

Financial guarantees

Where the company enters into financial guarantee contracts to secure the indebtedness of other comparues within its group, the company treats
the guorantee controct as o contingent liability untit such time as it becomes probable that the company will be required to make a payment
under the guarantee
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' T012 201
) fm | fm
The profit on ordinary activities 1s stated after charging '
Operating lease rentals - land and buldings 0.1 | 01

Fees paid to KPMG Audit Plc and 1ts associates for cudit and non-audit services to the company itself are not disclosed in the indwiduol financiot

statements of Hitl & Smith Holdings PLC because the group financial statements are required to disclose such fees on a consolidated basis

2. Dividends

Dwidends paid In the year were the pricr year’s intenm dividend of £4 2m (2011 £4 0m} ond the final dividend of £6 Om {2011 £5 8m) Dividends
declared after the balance sheet date are not recogrused as a liobility The directors have proposed a final dvidend for the current year, subject to

shareholder approval, as shown below

2012 2011
Pence Pence
par shara £m per sharg Em
Equity shares
Interim 58 45" 54 42
Final 92 71 78 60
Totol 150 116 132 102
3 Tangible fixed assets
Short leasehold Plaont, machinery
praperties and vehicles Tatal
£m £m fm
Cost or valuation
At 31 December 2011 01 03 04
Additions - - -
i At 31 December 2012 0.1 03 04 '
Depreciation
At 31 December 2011 - 03 03
Charge for the year - - -
At 31 December 2012 - 03 03
Net book value
At 31 December 2012 0.1 - 01
At 31 December 2011 01 - 01
4 Fixed asset investments
Sheres in Loons to
subsxdiary subsidiory Trade
undertokings undertakings investments Total
£m Em Em £m
Cost
At 31 December 2011 2799 238 08 3045
Return on capital - - - -
Additions - - - -
At 31 December 2012 2799 238 08 3045
Provistons
At 31 December 2011 111 13 08 132
Impaorment - - - -
At 31 December 2012 111 1.3 0.8 132
- Net book value
, At 31 December 2012 268 8 22.5 - 2913
At 31 December 2011 2688 225 - 2913
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Notes to the Company Financial Statements continuead

4 Fixed asset investments continued
A bist of the pnnaipol businesses owned by the compony 15 given on poges 115 to 117 Allof the compony’s subsidicnes are wholly owned

The company also holds o trade investrment of 19 5% in an unlisted company whose far value cannet be accurately measured and 1s fulty written
down

5 Debtors
T T e 2011
1 fm | Em
Amounts owed by subsidiary undertakings i 237 190
Corporation tax - 02
Deferred tax {note 8) 02 ! 02

|
|
Other debtors E 13 04
|
i

Prepayments and cccrued income 01 01
253 199
6 Creditors amounts fatling due within one year

T T 2011
£Em Em

Bank loans and overdrafts (note 7) i %
Bank overdrafts ) 45 50
45 50

Other creditors )

Trade creditors 14 15
Other taxation and sociol security 01 01
Corporation tax 03 -
Accruals and deferred iIncome { 24 21
Other creditors 12 11
Amounts owed to subsidiary undertakings 97.6 | 1057
| 103.0 | 1105

7 Creditors amounts falling due after mere than one year
The company's interest bearing loans and borrowings are detailed below Further information on the company's exposure to interest rate and
foreign currency risk s provided in nate 19 of the group financial statements

- 002 2011
i— = £m ] £Em
Long term bank loans } 4i2 | 460
| bh,2 | 460
The company’s bank loans and borrowings are also analysed below into the periods 10 which they mature
2012 2011
£m £m

Bank loans and overdraft
Amounts due within one year (note 6) 4.5 50
Amounts due after more than one year t
Between one and two years } - -
Between two and five years ht2 ) 460
[ . 442 460
| 487 510
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T 2012 2011

[ * # - &m £m
At 1 Jonuary ’ o2 (02
Credited for the yeor in the profit and loss account ! . -
At 31 December [note 5) (02), (02)
Qther timing differences (02) 02)

9 Colled up share capital

2012 011

£m £m

Allotted, colled up and fully paid ;

77 1m Ordinary Shares of 25p eoch (2011 77 Om) } 19.3 | 192

In 2012 the company 1ssued 0 1m shares under its various share option schemes (2011 0 1rm}, realising £0 5m {2011 £0 1m) Detalls of share
options and relgted share-based payments are contoined in note 20 to the group finoncial statements

10 Share premium and reserves

Copital Profit

Shore redemption and Loss

premum reserve Account

Em £m fm

At 1 January 2011 291 02 1086
Profit for the year - - 30
Dividends - - (5 8)
Credit to equity of share-based poyments - - 02
Satisfaction of long term incentive payments - - {08
Shares issued 01 - -
At 31 December 2011 29.2 0.2 101.2
Profit for the year - - 246
Dividends - - (102)

" Credit to equity of share-based payments - - 0.3
: Sgtisfu}:tlon of long term incentive payments - - -
! Shares Issued 04 - -
' At 31 December 2012 29.6 02 115.9

Details of share options and related share-based payments are contained in note 20 to the group financial staterments

Transactions of the group sponscred Employee Benefit Trust (EBT) are included in the company finoncial statements In particutar, the EBT's
purchase of shares in the company to satisfy shares oworded under the long term incentive plan 1s debited directly to equity
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11 Guarantees and other finoncial commitments
(a) Guarantees
The company had ne financial guarantee contracts outstanding (2011 £nil)

The company guarantees the bank loans and overdrafts of certain subsidiary undertakings The amount outstanding ot 31 December 2012 wos
£68 2m (2011 £76 6m)

{b) Operating lease commitments
Annuat commitments under non-canceliable operating leases expire In the penods as detailed below

{ 2012 1 2011
i Land and i Lond and
buildings Other j buldings Other
i £m £m £m £m
After five years i 01 - 01 -

12 Pensions

The company contributes to twe group pension schemes, one providing benefits accruing in the future on a defined benefit basis and a second
scheme providing benefits that are on a defined contribution basis Detalls of the schemes and their most recent actuarial valuations ore
coniained in note 22 to the group financial staterments Because the company 15 unable to identify its share of the scheme assets and labilities
on a consistent and reasonable basis, the schemes have been accounted for by the company as If they were defined contribution schernes, as
permitted by FR517 Retirement Benefits There are also separate personal pension plans

The pension cost for the year includes contnbutions payable by the company to the fund and amounted to £1 8m (2011 £1 5m), of which
odditional deficit contributions were £1 8m (2011 £1 4m), plus £nil (2011 £0 4m) for the reduced liablity In deferred defined benefit pensioners
detailed In nete 22 of the group's consotidated financial staterments There were no outstanding or prepaid contributions at erther the beginning or
the end of the financial year

Full details of the group schemes are given in note 22 to the group financial statements

13 Related party transactions
The cempany related party transactions are the same as those transactions disclosed for the group in note 24 to the group financict statements




Hill & Smith Holdings PLC Annual Report 2012 111

Financiol Statements

[ b [ Y

Five Year Summary

2012 ¢ 2011 2010 2009 2008

£m Em Im Em £m

Revenue 4407 406 2 3742 3897 4198
Underlying operating profit 46.0 . 415 459 470 47 4
Underlying profit before taxation 404 I 374 4212 422 389
Shareholders’ funds ) 162.4 1506 1521 1314 1182
o —_P:n:u—: Pence Pence Pence Pence

Underlying earnings per share : 388 | 345 390 383 322

Proposed dividends per share 15¢ 3 132 127 115 100
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Annual General Meeting 2013
Interm Manogement Statement
Ex-dwvidend date for 2012 final dividend
; Record date 2012 finol dividend
' Dividend Resnvestment Plan - last dote for election
. Fingl 2012 ordinary dividend payable
' Announcement of 2013 interim results
! Intenm Management Statement
Payrnent of 2013 intenm dwidend

15 May 2013
May 2013

29 May 2013
31 May 2013
14 June 2013

5 July 2013
August 2013
November 2013
Jonuory 2014
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Other Information

Shareholder Information

Shareholder base
Holdings of ordinary shares at 12 March 2013

www hsholdings com

Range of Shares Number of holders % Number of Shares %
1-500 589 2281 116,087 015
501 - 1,000 355 1375 279,227 036
1,001 - 5,000 924 3579 2,385,917 309
5,001 - 50,000 578 2239 7,874,226 1020
50,001 - 100,000 4 17 3,284,030 425
100,001 - 500,000 62 24 14,602,621 1891
500,001 - 1,000,600 10 038 7,667,923 993
Abave 1,000,000 20 078 41,026,532 5311
Totals 2,582 100 77,236,563 100
Shareholder type

Number of holders % Number of Shares %

Indmiduals 1,697 6572 6,742,802 873
Institutions 881 3412 70,451,699 9122
Other corporate 4 016 42,062 005
Totals 2,582 100 77,236,563 100
Dwvidend History - proposed dividends per share Fw ey 2011 3010 2009 2008
Interim 58 | 54 52 470 430
Final 92 78 75 680 570
Total ! 150 ! 132 127 1150 10 00

Communication with shareholders and analysts

Directors meet with major shareholders and potential investors
following interim and final results, and ot other imes if requested
Presentations for analysts are also held on the day of these
announcements and we keep n regular contact with analysts
throughout the year

Corporate information

The annual and intenm reports are the man forms of communication
with our shareholders We have updated our website to supplement
these reports with additional informatien The website address (s
www hsholdings com and includes share price information, investor
relations information and contact detaits

Annual General Meeting (AGM)

The AGM will be held on Wednesday 15 May 2013 ot 1100am at
The Village Hotel, The Green Business Park, Shirley, Solihull, B30 4GW
Full detais are contained within the Notice of AGM A proxy cord is also
enclosed with this statement for voting Alternatively you can vote
electronically as explained in the next paragraph

Electronic proxy voting

To lodge your proxy vote via the internet, log on to www
eproxyappointment com You will need the Control number,
Shareholder Reference number (SRN) and PIN number printed on your
Form of Praxy where you will find the full instructions

Shareholding online

Computershare Investor Centre gives access to view your holdings
online To register click on Investor Centre on the Computershare home
page www computershare co uk and follow the instructions You will
be able to

> View all your holding details for companies reqistered with
Computershare
>  View the morket value of your portfolio

Update your contact address and personal details online
Access current and histoncal morket prices

Access trading grophs

>  Add addiional shareholdings to your portfotio

WO N

Share dealing

Share dealing services are availabte through Computershare Investor
Services PLC Log on to www computershare com/sharedealingcentre
for internet share dealing and for telephone dealing nng 0870 703
0084

Dwidend Reinvestment Plan “DRIP” {Latest date for election 1s 14 June
2013)

The company offers shareholders the facility to reinvest their cash
dividends to buy more shares in the company

»  The semvice allows you to increase your shareholding in an easy
and converuent way

>  Online application process encbles you to porticipate easily and
securely, www investorcentre co uk

- Click on “Register” to sign up to the Investor Centre This will
allow you to carry out a number of share related transactions
onling, inctuding cpung for the DRIP

- You will be required to fill in your SRN and your postcede,
together with your e-mail address You will also be asked to
select a User name {ID) and passwerd of your choice

- Once registered select “Dividend Plans” from the left hand
menu and amend your current cash dividend instruction,
confirming acceptonce of the DRIP terms ond conditions

»  New shares will be purchased as soon as possible on or after the
dwvidend pay date

Shareholder helpline humber
There 1s a helpline for shoreholders who have enquiries about their
shareholdings The dedicated helpline number s 0870 707 1058




Principal Group Businesses

Infrastructure Products

Access Design and Engineenng (D)
Access covers, gantries, secunty products
and speciabist steelwork

Halesfield 18, Telford, Shropshire, TF7 4J5
Tel +44 (0) 1952 588788

Fax +&44 (0) 1952 685139
sales@access-design co uk

www access-design co uk

Asset International Limited

Weholite HDPE structured wall, large
diameter pipes, for use in the water and
construction sectors

Stephenson Street, Newport,
South Wates, NP19 4XH

Tel +44 (0) 1633 273081
Fax +44 (0} 1633 290519
sales@assetint co uk

www weholite co uk

Asset VRS (D)
(for oddress see Hill & Smith Lirnited)

Permanent and temporary solutions
for vehicle restraints

Tel +44 {0) 1902 499445
Fax +44 (0) 1902 402104
sales@asset-vrs co uk
www asset-vrs co uk

ATA Bygg-och Markprodukter AB*
Road sofety barners and road signage
Incorporated in Sweden

Box 7051, Stoffans vag 7, Sollentuna,
192 07, Sweden

Tel +46 (0} 8 58 80 70

Fox +46 (0) 8 29 25 15

ata@ata se

www ata se

Barkers Engineering Limited*
Secunty solutions and fasteners

Duke Street, Fenton, Stoke-on-Trent,
Staffordshire, ST4 3NS

Tel +64 (D) 1782 319264

Fax +&4 (0) 1782 599724
sales@barkersfencing com

www barkersengineering com

Notes

Bergen Pipe Supports India Private
Limited*

Monufacturer and supply of pipe supports
solutions, including constant and vanable
effort supports

Incorporated in Indio

No 720, Belerica Rood, Sector 22,

Sn Qity DTZ, Varadoiahpalern Manndal
Chittor District, Andhra Pradesh, 517 541
Tel +91 8576 305 666
swarminathan@pipesupports com

WWW Dipesuppors com

Bergen-Power Pipe Supports, Inc *
Manufacturer and supply of pipe supports
solutions, including censtant ond varable
effort supports

Incorporoted In the USA

484 Galiffa Drive, Donora,
Pennsylvania, 15033, USA

Tel +1(781) 935 9550

Fox +1(781)
bpwoburn®@bergenpower com
www bergenpower com

Bergen Pipe Supports (Jiangsu)
Limited*

Manufacturer and supply of pipe supports
solutions, including constant and variable
effort supports

Incorporated in China

West End of Fuyang Road,
South Developing District,
Jingjiang City, Jiangsu Province,
PRC, 214500, China

Tel +86 (0} 523 8462 1515

Fax +86(0) 523 8462 1536
bps@pipesupparts com cn
www plpesupports com

Berry Systems (D)
{for address see Hill & Srnith Limsted)

Car park and industriol barriers, spring steel
barners, protection bollards, speed ramps,
hondrail panels

Tel +44 {0) 1902 491100
Fax +44 (0) 1902 494080
sales@berrysystems co uk
www berrysystems co uk

Birtley Building Products Limited*
Golvomized lintels, balcones, structural
fittings for construction and doors
Mary Avenue, Birtley, County Durham,
DH3 1JF

Tel +44 (0) 191 410 6631

Fax +&4 {0} 191 410 0650
info@birtley-building co uk

www birtley-building co uk
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Bnfen (D)
tfor address see Hill & Smith Limited)

Wire rope safety fence vehicle
restroints

Tel +44 (0) 1902 499400
Fax +44 (0) 1902 499419
eng@brifen co uk
www bnfan co uk

Bristorm (D)
{for oddress see Hill & Srith Limited}

Anti-terronist security fenaing

Tel +44 {0) 1902 499400
Fax +44 (D) 1902 499419
info@bnistorm com
www bnstorm com

Bromford Lron & Steel Company
Limited*

Hot rolled steel flats, bars, sections and
profiles

Bromford Lane, West Bromwaich,
West Midlands, B70 7JJ

Tel +44(0) 121 553 6121

Fax +44(0) 121 525 0513
enquires@bromfordsteels co uk
www bromfordsteels co uk

CA Troffic Limted
Traffic monitenng equipment and number
plate recogrition

Griffin Lane, Aylesbury,
Buckinghamshire, HP19 88P
Tel +44 (0} 1296 333499
Fax +44(0) 1296 333498
sales@c-a co uk

www co-traffic com

Carpenter & Paterson, Inc*
Industriol hangers and fasteners
Incorporated in the USA

225 Mernmac Street, Woburn,
Massachusetts 01801, USA

Tel +1(781} 935 7036

Fax +1(781) 935 9555

www carpenterandpaterson com

Creative Pultrusions, Inc *

Manufacturer of fibre reinforced composite
profiles

Incorperated in the USA

214 Industnal Lane, Alurn 8onk,
Pennsylvoria, 15521, USA

Tel +1 (814} 839 4186

Fax +1(814) 839 4276
crpul@puitrude com

www creativepultrusions com

The above lists the company 3 subsidiary undertakings, except for some intermediate holding companies and certain other undertakings of munor importance Except where indicated, the
undertakings are subsidiones incorporated in Great Britain and the share capitol consists of ordinary shares only
* The company s effective interest s held indwectly for these undertokings

(D) Operating drision anly, not o imited company
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Infrastructure Products

Conimast International SAS*
Specialist steel ighting columns
Incorporated in France

Z1 Lo Sauniere BP70, 895600,
Saint Florentin, France

Tel +33(0)3 8643 8200
Fax +33{0) 386434108
contact@comimast fr

www conimast fr

Hill & Smath Limited

Highway and off-highway safety barners,
temporary highway barriers for workzone
protection Corrugated steel structures

Springvale Business and Industnial Park,
Bilston, Wolverhampton, WV14 0QL

Tel +44 (0) 1902 499400

Fax +44 (0) 1902 499419
info@hill-srmith co uk

www hill-smith co uk

Hill & Smuth, Inc *

Temporary road barrier solutions for
workzone protection

Incorporated in the USA

1000 Buckeye Park Road, Columbus,
Ohio, 43207, USA

Tel +1[614) 340 6294

Fax +1(614) 340 6296
info@hillondsmith com

www hillandsemith com

Hill & Smith Infrastructure Products
India Pvt Limited*

Road safety barner systems, traffic
monitenng and number plate recognition
systems

Incorparated in indio

292 Udyog Vihar, Phase 1V,
Gurgoon, Haryana, 122015, India
Tel +91 124 4009208

Fax +91 124 400 3408
enquirles@hstpi In

www hsiplIn

Hill & Smith Pty Limited*

Wire rope and fixed safety barrers
Incorporoted in Australia

Unit 10, 65 Business Street, Yotala,
Queensland 4207, Australia

Tel +61 {0) 7 3807 8050

Fax +61 (0} 7 3807 9189
hullandsmith com au

Notes

JA Envirotanks (D)
Large steel storage tonks

PQ Box 16, Charles Henry Street,
Birrmingham, B12 OSP

Tel +44(0) 121 622 4661

Fox +44 (0)121 622 1402
sales@jaenvirotanks co uk

www Jaenvirotanks com

Lionweld Kennedy Flooring Limited
Open steel flooring, handraitng and
ancillary preducts

Marsh Road, Middlesbrough, TS1 5J5
Tel +44 (0) 1642 245151

Fax +44 (0} 1642 224710
sales@lk-uk com

www tk-uk com

Mallatite Limited

Manufacturer of lighting calumns, bespoke
support structures, traffic sign columns,
posts and associoted highting products

Holmewood industrial Estate, Hardwick
View Road, Holmewood, Chesterfield,
Derbyshire, 542 554

Tel +44 (0) 1246 593280

Fax +44 (0) 1246 593281
sales@mallotite co uk

www mallatite co uk

Pipe Supports Limited*

Manufacturer ond supply of pipe supports
solutions, including constant and vanable
effort supports

Unit 22, West Stone, Berry Hill Industrol
Estate, Droitwich, Worcestershire, WR3 9AS
Tel +44 (0) 1905 795500

Fax +44 (0) 1905 794126
psi@pipesupports com

WwWw pipesupports com

Pipe Supports Asia Limited*
Manufacturer and supply of pipe supports
solutions, including constant and vanable
effort support, and cryogenic supports
Incorporated in Thailand

26/5 Moo 9, Soi Rattanaray,
Bangno-Trad Road Km 18 2,
Bangchalong, Bangplee, Sarmut Prakom,
10540, Thailond

Tel +66 (2} 312 7685

Fax +66 (2) 312 7710
psa@pipesupports com

WWw pIpESUpports com

www hsholdings com

Pipe Supports Group Trading

{Jingjiang) Limited*
(for address see Bergen Pipe Supparts)

Materiols and components trading
Incorporated in Chino

Redman Fisher Engineenng Limited*
Specialising in industnial flooring cnd GRP
plotforms

Halesfield 18, Telford, Shropshire, TF7 4J5
Tel +44(0) 1952 588788

Fax +4&44 (0) 1952 685117
sales@redmanfisher co uk

www redmanfisher co uk

Techspan Systems {D)
Electronic information messaging and
disploy systems

Gnffin House, Gotehouse Way,
Aylesbury, Buckinghamshire, HP19 8BP
Tel +44 (0) 1296 673000

Fax +44 (0) 1296 673002
enquinies@techspan co uk

www techspan co uk

V&S Utilities**
Electrical utiity products and services
Incorporated in the USA

1000 Buckeye Pork Road, Columbus,
Ohio, 43207, USA

Tel +1 (614) 449 8281

Fax +1 {614) 449 8851
info@vsschuler com

www vsschuler com

Varltey & Guiliver Limited
Vehicle and pedestrian parapets,
and passive sign supports

57-70 Alfred Street, Sparkbrook,
Birrmingham, B12 8JR

Tel +44 (0) 121 773 2441

Fox +&4 (0} 121 766 6875
sales@v-and-g co uk

www v-and-g co uk

The obove lists the company’s subsidiory undertakings, except for some intermedicte holding cempanies and certan other undertakings of minor importonce Except where indicated the
undertakings ore subsidianes incorporated i Greot Britain and the share copital consists of ordinary shares only
* The company's effective interest 15 held indirectly for these undertakings

** Trading rame for ¥&S Schulor Engineening V&S Schular Tubutar Products and v&S Clark Substations, oll indirectly heid ond all whally owned and incorporated in the USA

(D} Operating dmsion only, not a imited company




Galvanizing Services

France Galva SA*

Galvanizing and powder coaters of steel
Incorporated in France

Z 1 La Sauniere BP70, 89600

Saint Florentin, France

Tel +33(0)3 864382128

Fax +33(0) 3 86 4382 25
contact@galva fr

www francegalva fr

Notes

Joseph Ash Limited*
Galvanizing Services

Alcora Building 2, Mucklow Hill
Hatesowen, West Midlands, B62 8DG
Tel +44 (0) 121 504 2560

Fax +44 (0) 121 504 2599
sales@)josephash co uk

www Josephash co uk

Hill & Sraith Hotdings PLC Annual Report 2012
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Voigt & Schweitzer, LLC*
Galvanizing Services
Incorporated in the USA

1000 Buckeye Park Road, Columbus
Ohuo, 43207, USA

Tel +1 (614) 449 8281

Fax +1(614) 449 8851
info@hctdipgalvanizing com

www hotdipgalvanizing com

The above hists the cormpany s subsidiory undertakings except for some intermediate holding companies and certein other undertakings of riner mportence Except where ndicated the
undertokings ore subsidiones incorparcted in Great Bntoin and the share capital consists of prdinary shares only
* The cornpany s effective interest 1s held indirectly for these undertakings

{D) Operating dision only, not @ bmited compony
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Directors, Contacts & Advisors

Directors Contacts

W H Whiteley BSc, FCMA Hill & Srmuth Holdings PLC

{chowmon and non-executive) Registered Office
Westhaven House

D W Muir BSc, CEng, MICE Arleston Way

(group chief executive) Shirley, Solihull
West Midlands

M Pegler BCom, FCA 8950 4LH

{group finance director)

Tel +44 (0) 121 704 7430
J F Lennox CA Fax +44 (0) 121 704 7439
{non-executive)

Registration Details
C J Snowdon BA, FCA
{non-executive} Company Number 671474

Company Website
www hsholdings com

Company Secretary
John Humphreys FCIS

Registered in England and Wales

www hsholdings com

Professional Advisors

Auditors

KPMG Audit Plc

1 Snowhill

Snow Hill Queensway
Birmungham

B4 6GH

Brokers and Financial Advisers
Investec Investment Banking

2 Gresham Street

London

EC2V TQP

Principal Bankers

Barclays Bank Ple

Midlands Corporate Banking Centre
PO Box 3333

1 Snowhill

Snow Hill Queensway

Birmingham

B3 2WN

Lawyers
Wragge & Co

55 Colmore Row
Birmingham

B3 2QD

Silks Solicitors

Barclays Bank Chambers
Birmingham Street
Oldbury

B69 4EZ

Financial Public Relations
MHP Communrications

60 Great Portland Street
London

W1W 7RT
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Hill & Smith Holdings PLC

Westhgven House
Arleston Way
Shirley, Solihull
B90 4LH

United Kingdom

Tel +44(0) 121 704 7430
Fox +44 (0) 121 704 7439

www.hsholdings.com

Stock code HILS




