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“The management team and
assets are fit for purpose and
set for growth.”

Dennis Proctor, Chief Executive
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Strength in Numbers

3,000

o +12%

Diluted EPS

5/.0p

+49%

£123.6m

8 44 +55%
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Operational Highlights

» Record operational performance. Revenue increasing 36% to £825 8m (2011 — £608 8m)
» Successful integration of recent acquisttions.

» Further international expansion into the US, UK and China

» Facilities footprint now exceeding 2 7m square feet

» New WEDGE-LOCK™ and SEAL-LOCK™ connection products introduced in the year

» Sale of Field Aviation completed in the year

» Planned strategic investment into South Africa to capture new geographic market share

Financial Highlights*
» Further record year of profits
> Underlying profit from continuing operations £128 8m (2011 — £81 Om}
b Reported profit from continuing operations £85 9m (2011 — £41 Om)
> Underlying diluted earnings per share from continuing operations 57 5p {2011 - 38 7p)
> Reported diluted earnings per share from continuing operations 40 Op (2011 - 20 3p)
» Strong cash flows generated in year with gearting reducing to 20% (2011 — 30%)
» Capital expenditure across global operations increasing to £61 6m {2011 — £58 Om}
» 27% wncrease in final dividend proposed of 14 Op (2011 - 11 Op), subject to approval by shareholders

* Underlying - results for the year, as reported under IFRS, adjusted for amortisation and exceptional items
Reported —results for the year under IFRS

Revenue

£3825.8m

+36%

Patents
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Hunting at a Glance

Hunting’s three man manufacturing divisions
cover the entire wellbore, from surface
equipment to fracturing, from the beginning
of the well’s life cycle to the end, with its
Well Construction, Well Completion and

Well Intervention business units

Meeting

market demand

Our Clients

We work with the international and
nattonal all compantes in all the mayor
producing regions of the world as well
as with all the major energy service
companies and independent operators
in the principal producing regions

Well Construction

We provide products and services related
to the initral driling and construction
phase of the wellbore This division
includes Hunting’s new Advanced
Manufacturing Group comprised of
Hunting Innova, Hunting Dearborn

and Hunting Doffing The division also
includes casing connection technologes
with premium propnetary threads,
annular pressure release systems, MWD/
WD components, roller reamer,
non-magnetic drill callars, vibration
dampening units and mud motors

The Group’s Prermium Connection
business manufactures a range of
connections including the Group's In
house designed SEAL-LOCK™ and
WEDGE-LOCK™ These proprietary
premium connections and associated
technologies are well surted to challenging
offshore environments and onshore

shale plays

Hunting’s Dnlfling Tools business
provides mud motors, shock tools,
non-magnetic drll collars and other
technologes that assist in the efficient
driling of oil and gas wells Demand

for these products 15 bemng driven by
shale dnlhng actities in North Amenica
and through international sales in

the Middle East and Asia Pacific

Casing & Connection
Technologies

Hunting Equipment Management
Services ("HEMS”) provides downhole
rental tools and equipment into the
European market and 15 pursuing
addmonal market opportunities n the
Middle East/North Africa region

Hunting's Oil Country Tubular Goods
(“OCTG") business includes casing
products and management services

The Group has key relationships with
steel manufacturers to facilitate just-n-
time logistics and inventory Hunting has
the technology, resources, established
mull relatonships and experience to
supply all tubular needs on tme,
anywhere in the world




Well Completron

This division 15 a global manufacturer
of accessones, premium tubing,
connections and OCTG-related products
and services that are manufactured at 41
centres around the world for the
completion phase of the wellbore The
division provides products, proprietary
technologies, engineenng expertise

and services below the wellhead The
acquistion of Hunting Titan puts the
Group nto the design, manufacture
and distribution of perforating systems,
energetics, associated tools and MWD/
LWD wireline logging equipment It
also provides a network of distnbution
centres to satisfy the short order
demand that charactense onshore

field operations

OEM

Premium tubing s supplied mto the
energy mdustry for both conventional and
unconventional extraction from the shale
plays of North Arnerica to the established
ofishore arenas and emerging regions,
ncluding East Afnca and the Middle East

Hunting’s Well Completion division also
ncludes a thread pratection group that
provides protection solutions including
Seallube™ thread compound, Preserve-
A-Thread corrosion protection and
CLEAR-RUN™ an environmentally safe
advanced tubular solution for use In zero
£MISSIoN envirenments

Well Intervention

This division manufactures equipment
for the maintenance and restoration

of producing wells to ensure the
optimum flow of oil or gas throughout
the well life cycle

Perforating

MWD/AIWD Tools &

Logging Equipment

Hunting PLC Annual Report 2012
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Organic growth and acquisition has
allowed for the integration of our
extensive range of pressure control
equipment technologies and wireline
and shckline products coupled with the
Group's expertise and expenence

The Group 15 widely regarded within
the oil and gas industry as one of

the leading providers of Thru-Tubing
services for downhole solutions for

the cotled tubing business Thru-Tubing
technology aligns with the suste of

well intervention tools that are now
packaged and deployed to operating
customers throughout the world

The Subsea technologies capability
includes chemical injection systems,
hydraulic valves and couphngs

Mud Motors
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Chairman’s Statement

“Despite the world economic
uncertainty, global demand for
energy continued to grow.”

The Group has had another successful
year of further expansion as management
integrate the activities of the comparues
acquired In 2011 and continue to nvest
substantial capital n new facilibes

Underlytng profit before tax from
continuing operations in 2012 was
£123 6m (2011 - £79 8m), a 55%
increase Reported profit before tax
from continuing operations was
£80 7m (2011 - £38 8m)

Despite the world economic unceriainty,
global demand for energy continued to
grow in the year The industry we serve
needs not only to provide for that growth
but also to replace rapidly depleting
reserves, leading to increasing demand
for our sophisticated and highly
engineered products

Within that general picture, the great
success of new methods of extracting
unconventional oil and gas (the shale
revolution’) has had extraordinary effects,
particularly n the US The resulting excess
supply of natural gas has led to low US
pnices for that commodity, but similar
dnlling and production methods are being
apphed to ‘shale oll' The result 15 that
crude ol production in the US 15 nsing
after many years of decline

The Group 1s well placed in the shale
revolution, particularly following the
2011 acquisition of Hunting Titan, and 15
actively exporting thetr tecﬁnology to
other areas of shale potential such as
Europe and the Far East

Activity i the Gulf of Mexico has fully
returned to the levels it enjoyed prior to
the tragic Macondo incident of 2010 Qur
facilimies serving that market are stretched,
with further expansion under way In
Furope, the North Sea 15 busy and, once
again, several of our recently expanded
facilities are experiencing high utilisation
Similarly, our activiies in South-East Asia
and in China are moving ahead strongly

Within Hunting Energy Services, Well
Construction activities had another
highly successful year — emphasising
the deep strength of several of the core
activities we have been developing
over many years Well Completion,
the largest cantributor, had a satisfactory
year wath profits well ahead of 2011

The smaller Well Intervention activity
reported continued volatiity i the year,
however actvity levels are anticipated
to improve across the coming year




For over 70 years, the Group has had
a small ail exploration and production
bustness in the southern US We have
decided to produce from existing
wells but not to invest further in new
exploration and production projects,
except as contractually committed

Gibson Shipbrokers, a world leader in its
industry, did well to produce fine results
n difficult and highly volatle markets

Shareholders of longer standing will
know that the Group once had many
aviation-related activities in its stable The
last of these, the Canadian company Field
Aviation, was sold dunng the year to the
management We wish the company
every success in the future

Capital expenditure on new and
replacement faciliies in 2012 was even
greater than in the previous year Despite
this, the Group generated more than
£54 6m of cash with the result that net
debt reduced by a simular amount The
balance sheet 1s :n excellent shape, with
financial gearing reduced during the
year from 30% to 20%

Underlymng diluted earrings per share
from continuing operations were 57 5p
{2011 — 38 7p), an mcrease of 49% on the
previous year Reported diluted earnings
per share from Contlnumg operatlons
were 40 Op (2011 — 20 3p)

“Capttal expenditure on new
and replacement facilities was
even greater n 2012 than in
the previous year”

We are recommending a final dividend
for 2012 of 14 Op per share, payable on

1 july 2013 to shareholders on the register
on 14 June 2013, giving a total of 18 5p
for the year, a 23% mncrease

Hunting PLC Annual Report 2012

Captions LR
Precision machining

Mulvple part assembly

Design engincering are
features of Hunting
products

Your Company has once agan had
a good year in strong markets and |
am confident we will be able to take
advantage of further developments
in this excittng mndustry

F thank all our staff throughout the
world for our continued success

Richard Hunting C B.E
Chairman
7 March 2013
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Growing our Global Presence

North Amenica
The engineening hub for the
development and testing of new
technologies and techniques suh
as those used to access the shale
plays Leveraging the benefits of an
extenstve field network through the
cross selling of products and the
concentration of manufacturing
services for both onshore and
offshore energy industnies

service and

distribution points

Extending and

integrating
our%each 66

‘ Hunting Energy Services
"We aim to grow market share through our has significantly broadened
expanding manufacturing and distribution its product offenng and
network around the world where new developed its international
demand has been identified. manufactunng presence

Dennis Proctor, Chief Executive through regional hubs.




Europe and Central Asia
Engineering services and
manufacturing brought together to
provide a focused presence for high
specification machining State of the
art pipe management facility with
high volume threading capability
servicing the expanded deep sea
and continental footpnnts

Muddle East and North Africa

A regrouping of business streams
nto one area with a regional focus
for high end services brought
together in a single regional facility
This brings a new impetus to
bring products to mature and

frontier projects

manufactu rng centres

As new products are added to the
inventory, skeps have been taken to
integrate and expand the local presence n
a tarlored and targeted fashion Perforating
products are now manufactured at
facdiies in Canada while regional
warehousing has been established
throughout the Group’s existing global
presence This allows for an mmediate
response to market needs

Coiled tubing tools and pressure control
equipment have been integrated beyond
thetr onginal acquisition sites to be
replicated in regional centres within North
Amenca and Asia Pacific Improved
manufactunng efficiencies have been
made and Lean Manufactuning pnnciples
embedded across our facilities to enhance
the Group's competitive position

Hunting PLC Annual Report 2012
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Asia Pacific

Expansion of regional manufactunng
base to incorporate new products
and underpin existing capability
with continued enlargement of
existing factlites and development
of new opportunities to meet local
demand Co-locatton of central
services n a regional hub

These actions will facilitate new revenue
opportumties and cost efficiencies as
the Group develops its offering from
established to new growth markets
Underpinning these strategic objectives
15 the commitment to manufacture and
deliver quality assured products with a
reputation for total customer satisfaction
under the Hunting brand
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Chief Executive’s Review

Introduction

Hunting has agan reported a record
set of fimancial results in a year where
the Group has progressed its strategy
to internationalise 1ts product portfolio
enhanced by the businesses acquired
In recent years 2012 has been a year
of integration, consolidation and
further organic expansion aimed at
maxtrmsing the enlarged Group’s profit
and margin potential Plans to further
grow the manufactunng footprint

are also under way as expansion
opportunities In new geographic
territories are considered

(2011 - 38 7p)

(2011 — 20 3p)

Reported profit from continuing
operations was £85 9m (2011 — £41 0m)
and reported diluted earnings per share
from continuing operations was 40 Op

to underlying profit from continuing
operations increasing 59% to £128 8m
(2011 — £81 0m) Underlyng diluted
earnings per share from continuing
operations increased by 49% to 57 5p

Qur results have been delivered agamst
a market backdrop where the energy

industry in North Amenca has seen

The Group has reported an annual

a shift in focus from onshore natural

increase n revenue of 36% to £825 8m
The increase in business momentum

gas dnlhing to liquids-focused targets,
resulting In a 13% decline i the number

seen 1n the first quarter of the year,
and generally consistent demand for
our products throughout 2012, led

Group Income Statement

of active onshore ng units in the year
This has been partially offset by a 19%
increase n the number of offshore active

Underlying Reported
2012 2011 Change 2012 2011 Change
£m £m %o £fm fm %
Continuing operations
Revenue 8258 6088 36 8258 6088 36
EBITDA 1543 1025 51 1447 772 87
Profit from operations 1288 810 59 859 M0 10
Profit before tax 1236 798 55 807 388 108
Profit for the year 890 573 55 62 8 315 99
Discontinued operations
Profit for the year - 07 69 2 507
Total profit for the year 89 0 580 53 1320 822 61
Diluted EPS - continuing
operations 575p 387p 49 400p  203p 97

units drilling in the Guif of Mexico, further
supported by a 6% increase in other
regions where Hunting operates
nternationally The WTI crude oil price
has also been relatively stable throughout
the year ensuning that capital expenditure
by the major energy exploration and
services companies has been sustained
These factors have enabled many of
Hunting’s businesses to achieve
outstanding operating results

In the year Hunting Titan products and
components began to be manufactured
at a number of Hunting’s North
American locations to maximise cost
benefits and plans are n place to
commence manufacturmg n China
during 2013 Hunting Titan’s sales reach
has been extended to Europe, the Middle
East and Asia Pacific, with personnel
being appointed at our key regional
facilities, extending sales opportunities
for perforating systems and accessories
nto a wider international custormer base

Hunting's efforts to further extend its Well
Construction, Well Completion and Well
Intervention product offering throughout
all of tts ntemnational operating hubs

15 also producing results This includles
combining sales and manufacturing
capabilties of the new acquisitions into
our Canadian, European and Asia Pacific
markets and also broadening the existing
product and service lines offered by

our UK operations into larger North
American markets where new demand
has been identified




In parallel to these integration initiatives,
Hunting continues to Increase its
international presence Hunting Specialty
has broadened rts manufacturiny

and sales reach into Canada and the
Advanced Manufacturing Group ts
planning internatronal expansion with
new markets being developed n Asia
Pacific over the coming year

Our European and Middle East
operations continued strong recruitment
efforts during the year, supporting the
opening of our expanded facility at
Badentoy, Scotland and relocation of our
Muddle East operations to new enlarged
facilies aliowing service and reparr
functions to be undertaken Hunting has
also commenced a greenfield imbative in
sub-Sahara Africa, dniven by increasing
sales into West Africa and strong ol and
gas exploration activities in East Africa
In November 2012, a new management
team based n South Afreca joned

the Group and were tasked to develop
further sales across the continent and

to develop plans for establishing a
manufacturing presence in the region
While this inttiative will take time to
develop, it marks a further step in the
Group’s strategy to further expand tts
international manufacturing capabilives
into new geographic terrtories

In a globally tighter regulatory
environmenit and with an increasingly
diverse operating landscape Hunting
continues to focus on new product
nnovation and development In the
year, the Group integrated its global
engineenng operations, with centres

of excellence Eelng focused at our
Aberdeen and Houston facilities The
engineenng group has a clear pipeline
of new connection products under
development with new WEDGE-
LOCK™ and SEAL-LOCK™ designs
etther continuing or completing testing
inthe year As part of the coordinated
dnive to be the independent supplier of
choice for premium connection product
lines, the Group has sanctioned the
construction of a new development and
testing facility in Houston This 1s targeted
at accelerating approval timescales for
new product Iines and reducing reliance
on third party laboratory testing

Eisewhere tn the Group, in April 2012
we concluded the sale of Field Aviation
Company Inc, for a total consideration
of £75m

With this disposal, the last of its aviation
entries, Hunting 15 now a mare focused
energy services group

The Group continues to recrurt key
personnel in all of ts mayor business
units, strengthening its core
manufacturing, sales, human resources
and finance functions, with the global
workforce mcreasing 12% to 3,866 by
year-end (2011 — 3,453)

With these encouraging initiatives and
achievements, Hunting 1s well positioned
as an integrated global energy service
group driven by mnovation for our
international customer base

Health, Safety and Environment
Dunng 2012 Hunting Energy Services
recorded 8 44m personnel hours, with
82 recordable incidents anising in the
year There were no fatalitres in the year
2011 —nl)

QOutlook

Our view for 2013 15 a slow start with an
improving second half This conclusion 1s
derived from discussions with major oil
and gas companies, independents and
OEM clients about their capital spend
forecasts Further, order intake in Q4
2012, current backlogs, facility
expansions, product introductions and
nquiry levels are blended to conclude
that 2013 wilt be a year of progress

Activity levels within our three core
reporting divistons, Well Completion,
Well Construction and Well Intervention
will be driven by factors within each of
the geographic regions they operate In

North Amenica

The current ng count for the US and
Canada 1s 11% below this period in
2012 Forecasts are evenly split between
a nsing versus a falling ng count for the
year Our belief 15, with strong oil prices
prevailing, it will improve modestly
onshore and remain strong offshore
Further improvements in dnlling and
completions will provide increasing
activity and product usage desprte a
lagging ng count

Prermium Connections will benefit from
the offshore demand Accordingly, new
capactty will be added throughout the
year Mud motor usage will lag i some
regions, climb in others but wilf offer little
growth due to slower natural gas
development

Hunting PLC Annual Report 2012 11

Within the Advanced Manufactuning
Group a number of praduct lnes stil
retain an 11 to 12 month backlog
resufting in expansion plans for the
second half of the year

The Subsea division waill return to
expected profitability following a year of
“re-certfication” Its backlog has grown
sigmificantly with major call off from
clients expected Q2 213 onward

Our manufacturing and accessories
activity will benefit from a new facility
in Houma, Louisiana and the

offshore growth

UK and Europe

A doubling of ng activity 1n offshore UK

combined with renewed and new supply

contracts, Hunting 1s optimistic about

year-over-year growth in this region New

faciliies for fracking equipment and |
explosives bunkenng are In place with |
steady inquiries resulting Agamn, some
product demand exceeds our ability to
supply and efforts are underway to solve
the Issue

Middle East and Asia Pacific

Both regions expect growth N rig count
and both regions will be providing a
larger complement of Hunting products
Fracking equipment and explosives
distribution will be in place with
manufacturing n China Addittonal
capaaity has been placed in Singapore
with new sales efforts in Australa,
Indonesia, Pakistan and Indha

The Board 1s mindful of the geopolitical
and economic issues which can
negatively impact our markets Further,
the ahility to hireftrain key personnel
rerams a difficult task inherent to all in
the oil and gas industry Clients change
plans, projects are delayed and
competition can become hungner
Aganst a backdrop which s robust and
where tmings remain unclear, the Group
is well posttioned for further international
exparsion and business growth
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Five Years of Progress

Over the past five years, Hunting PLC has been transformed from

a group of companies trading in diverse

of the energy

sector with local geographies and vanous brands. Following a

programme of targeted divestment, aoquistion and expansion,
the Group has become a focused leader in the prowvision of

equipment to the upstream energy industry, united under the

Hunting brand.

2008
Sale of Gibson Energy

This was the single biggest step

on the road to becoming a pure
upstream energy services Group

The disposal marked the exit from
the mid and downstream sectors that
spanned trucking, pipeline, refining
and retail operations in Canada

2009

Acquisition of Welltonic,
PT SMB Industri and National
Coupling Company

The European, Astan and North
American aperations were bolstered
by Eurchases which added depth

to the manufactunng base and
broadened tts technical offerng
within the wellbore With these
purchases, entry was gained into the
colled tubing rmarket to reinforce the
existing well interventton business and
advanced manufacturing techniques
for the subsea arena

Sale of Hunting
Energy France

A group of regional companies
that provided a range of
equipment to the French mid
and downstream markets

2010
Acqusition of Innova Extel

The related dwersification into
electronics and volume cormponent
manufaciunng at the heart of MWD/
LWD tools used m directional dnlling
Ths allowed for the backward
integration of printed crcuit boards
Into existing tools and systems

£710m

Acquisitions




2011

Acquisition of Dearborn, W.L.
Doffing and Specialty Supply

A deep strengthening of the Group’s
core capability in precision machinin
of cntical tolerance components useg
in crucial MWDAWD applications
Hunting Innova, Hunting Dearbomn
and Hunting Doffing form the
businesses within the Advanced
Manufactuning Group

2011

Acquisition of the
Titan Group

The largest acquisiion in Hunting's
hlstoryias allowed the Group to
become an industry leader n
perforating systems, energetics and
well logging equipment It broadens
the pr(ﬁjcl range and simphfies the
single source offering of equipment
essential to the successful
development of the wellbore
Manufactunng of subcomponents
has been optimised with existing
facilittes and taken to a global

stage, while the field distnbution
network has benefited

existing Hunting products

2012
Sale of Field Aviation

This historic event marks the
completion of the Group's jourmney
from nunt conglomerate at the tum
of the Millennium to an energy
services provider today

Hunting PLC Annual Report 2012 13

£130m

Expansion capital expenditure

“I am confident we will be able

to take advantage of further
development m this exciting

industry.”

Richard Hunting C B E, Chairman
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Operating Review

Business Strategy
The key elements of the Group's business
strategy to delver long-term shareholder
value remain
¢ To deliver both acquisitive and organic
growth across all of the Group's core
operations
¢ To invest and develop the business
platforms to augment
— Propnetary products and services,
— Increased market share strength,
~ Enlarged global footpnnt, and
— Capture of synergies from the
opportunities thus created

Underpinning these stratﬁglc ohjectives
5 a commitment to manufacture and
deliver the highest quality products and
services with a reputation for rehability
and on time delivery under the
Hunting brand

Business Model

The key features of the Group's business

model which seeks to delver its strategic

objectives are

* A decentralised management structure
allowing local management to wdentify
and react to custormer or local market
requirements

¢ Close monitonng, support and
direction from the centre

¢ Short chains of command allowing
for faster decision making

* Framework of controls with
discretionary hmits and powers for
local management

* Flexible cost structures which can
adapt to market conditions

» Common standards for quahty, health
and safety across global operations

Maintaiming high operational standards
across all of the Group's activities 15

Segmental Results

viewed as one of the building blocks in
delvening a strong financial performance

Hunting Energy Services

Hunting Energy Services manufactures
and distnbutes high quality precision
engineered products and components
that enable the extraction of oil and gas
Qur custorners include international
energy companies, national ol
companies and mid to large oil services
groups Hunting continues to position its
technical expertise and operating
footprint to meet the requirements of
these customers who are developing
increasingly complex energy resources
and operating In ever increasingly
challenging conditions and locations

Dunng 2012 Hunting Energy Services
reported a 38% increase In revenue

to £793 4m (2011 - £574 6m) and a

63% increase in underlying profit from
continuing operations to £126 7m (2011 ~
£776m) Reported profit from continuing
operations was £31 0m (2011 — £49 4m)

This growth has been driven by a full
year contribution from the acquisitions
made in 2011, sustained onshore drilling
activity in North America, increased
dnlling in the Gulf of Mexico where ng
counts have now returned to pre-2010
levels, and a general improvement in
international rig counts particularly in the
North Sea where rigs have recovered
from the histonic lows seen n 2011

Well Construction

Hunting's Well Construction division
includes businesses that are positioned in
the itial drifling and construction phase
of the wellbore This division reported
revenue of £279 3m {2011 - £194 5m),

with underying profit from continuing
operations increasing n the year to

£45 7m (2011 — £28 5m) Reported profit
from continuing operations was £40 6m
(2011 —£207m)

The dvision operates globally and
compirises six business areas

Premum Connections, Dalling Tools,
Ol Country Tubular Goods (“OCTG”),
Trenchless, Advanced Manufactunng
Group and Hunting Specialty

Premium Connections

Hunting’s Premium Connections
business has delivered an excellent result
in the year, with demand supported

by shale related activity and increasing
global offshore drilling Natural gas
programmes in North America slowed
during the year impacting demand

in the Marcellus, Haynesville and

East Texas gas-prone shale basins The
switch to iquids-focused drilling

by many operators helped offset some of
the decline in momentum, as projects
continued within the Bakken, Eagle Ford
and Williston shale areas Further to this
anshore activity, renewed dnlling n the
Gulf of Mexico also supported demand
for Hunting’s connections product lines
In the year, sales of Hunting’s proprietary
‘Annular Pressure Release Systemns’
increased compared to 2011, with

sales to customers globally

The Group reports through a divistonal structure arranged nto the followng operating segments

2012 2011
Profit from Profit from
Revenue operations Revenue  operations
£m £m Margin £m £m Margin
Hunting Energy Services
Well Construction 2793 457 16% 1945 285 15%
Well Completion 4574 741 16% 3272 412 13%
Well Intervention 567 69 12% 529 79 15%
793 4 1267 16% 5746 776 14%
Other Actmvities
Exploration and Production 49 05 10% 82 17 21%
Gibson Shipbrokers 275 16 6% 260 17 7%
Group 825.8 128 8 16% 608 8 810 13%
Amortisabion and excephional items 429 400
Group profit from contmuing operations 410

859




Product Excellence

Hunting undertakes high Frecnsmn Hole drilling, trepanning and boning
machining to extremely close diameters vary from 0 05into 12in

tolerances for components in the in lengths up to 32ft This frequently
global MWD/tWD industry involves exotic and expensive nickel

or titarmum alloys
Critical service applications include
prototype, ﬂrst{rass specialist
production and delivery of products
to exacting requirements This requires
dedtcation, innovation and exemplary
quality assurance

Qualty assurance of the highest calibre

Hunting PLC Annual Report 2012 15
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Creative
Solutions

The Group provides an innovative
and complete service throughout the
tubular cycle Sales, management

of pipe and stock inventory are
combined with full capability for
threading premium connections

and accessories

State of the art handling facilities have
been built to operate 24/7 to fulfill
exacting customers just-in-time needs




Operating Review continued

Drilling Tools

While the Group’s Drilling Tools
business has delivered its best result
since 2008, the unit has experenced a
volatile year, as the industry moved from
gas to hquids-focused shale reglons

As the effects of this shift across North
Amenica were realised, management
responded by redeploying people and
its mud mator fleet to the busier regions,
which included the opening of a new
facility m Williston, North Dakota, to
service the dermand from the Bakken
oil shale play Management have also
iihated Lean Manufacturing protocols
across a number of the unit’s faciliies
which will contribute to further
efficiencies going forward Hunting's
Driling Tools are now recognised as
|ndustrr leaders with equipment
regularly being utilised to dnll lateral
sections of a wellbore in excess of
10,000 feet during a single dnlling cycle

OCTG

Hunting’s OCTG business includes casing
products and management services

for customers The Group has key
relattonships with steel manufacturers

to facilttate just-in-time logstics

Trenchiess

Hunting’s Trenchless business delrvered a
good result in the year, as sales benefited
from a wider distnbution network drving
growth n demand for the unt’s dnll stems
The business 15 now planning further
international expansion with South
America and Afnca identified as regions
offenng good sales opportunities for its
products which includes drl stems,
premium tubing threads and mud
motor drilling components

Extremne close tolerance

machining

Advanced Manufactuning Group

The businesses within the Advanced
Manufactunng Group have reported
excellent results during 2012, with Hunting
Dearbomn and Hunting Innova both
delivering record results dnven by strong
dermand for MWD/LWD tools

Hunting Innova manufactures and
assernbles pnnted arcuit boards which are
utilised in MWDAWD mieasuning tools

In the year, Hunting Innova continued to
attract new customers which helped
delver record revenues and ncome

Plans to develop new markets for the unit’s
MWDAWD tools include the establishing
of a sales and manufactunng presence m
Asia Pacific in the corming year

Hunting Dearborn manufactures the
precision engineered housings for MWD/
LWD tools A programme to expand the
facility was completed i the first half of
the year which will see improved lead
times for 1ts specialist product lines

In the year, the Advanced
Manufactunng Group made good
progress with its ‘sole supplier’ concept,
combining the capabilities of Hunting
Innova, Hunting Dearborn and Hunting
Doffing The concept has been well
receved by a number of major
intermational service groups

Hunting Specialty

Hunting Specialty manufactures
precision machined MWD parts used
in directional dnfling markets, including
steering tools and gyro systems and
delivered an excellent result in the
year, with the business operating at
near—c.'j)acny Hunting Specialty has
focused 1its expansion plans on
increasing sales 1n Canada during

the year In the future the business
will be drving further international
growth through Hunting’s regronal
manufacturing hubs

Hunting PLC Annual Report 2012
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Well Completion

Hunting’s Well Completion diviston
provides products to customers dunng the
completion phase of an ol and gas well
The division reported revenue of £4574m
in 2012 (2011 - £327 2m) with underlyng
profit from operations totalling £74 1m
{2011 — £41 2m) Reported profi from
continuing operations was £44 Tm (2011
—£214m)

The dviston operates globally and

comprises four business areas Hunting
Titan, Premium Tubing, Manufacturing
and Accessories and Thread Protection

Hunting Titan

Hunting Titan manufactures perforating
gun systems, shaped charges and
associated instrumentation for the global
hydraulic fracturing market and operates
through three business lines, Perforating,
Energetics and Instrumentatton Dunng
2012, the umit’s results were impacted by
the switch from natural gas to hquids
dnlling in North America and increased
competition in the short perforating gun
segment of its markets While dnilling in
the o1l focused regions offset some of this
reduced demand, management adapted
by shifting inventory to the busier shale
regions This strategy included the
opening of two new distrbution centres
i the US, with a further two planned in
Canada i the short-term During 2012,
Lean Manufactunng initriatives were
introduced at a number of the umit’s
facilities, which has improved production
efficencies Development of Hunting
Titan’s international markets made
excellent progress in the year, as sales
personnel were added throughout the
Group's internatronal manufacturing
hubs, and plans to produce key Hunting
Titan products were progressed in
Mexico, Canada and China In 2012,
Hunting Titan sold products to 52
countries around the world, with
management confident of generating
addtional sales from these regions
going forward

Premium Tubing

Hunting’s Premium Tubing urut, which
machines and sells prermium alloy pipe,
reported a good result for 2012, despite
increased volatility due to the shift from
natural gas to liquids drifling While the
short-term outlook for the unit 1s softer

Control panels and switchgear designed
for harsh field conditions

when compared to 2012, with
increased levels of inventory being held
across the industry, Hunting remains a
key just-in-time supplier of premium
pipe product lines supporting mcreased
activity in the Gulf of Mexico and the
liquids-focused shales

Manufacturing and Accessones
Hunting’s Manufacturing and Accessones
unit has seen a record performance
during 2012, with the majonty of the
unit's facilities operating at capacity
driven by the increase in ofishore dnlling
in the Gulf of Mexico and other
international dniling markets, mcluding an
improving North Sea In the final quarter
of the year, our deepwater-focused facility
in Houmna, Lowsiana was commussioned
which will pnmanly service clients in the
Gulf of Mexico and warehouse a number
of Hunting Titan product lines

Thread Protection

Hunting’s thread protection platform
provides protection solutions including
Seall.ube™ thread compound, Preserve-
A-Thread cormosion protection and
CLEAR-RUN™, ts envtronmentally
friendly advanced tubular solution The
unit reported a good result in the year,
dniven by new product lines being
introduced and qualified for use with a
number af key customers

Well Intervention

Hunting’s Well Intervention division
supplies a range of products and
services required throughout the life
of a well to enhance and maintain
production and in 2012 reported

an underlying profit from operattons
of £69m (2011 — £79m) Reported
profit from continuing operations was
£6 3m (2011 — £73m)

The dvision operates globally and
compnses two business areas Hunting
Subsea and Hunting Welltonic

Hunting Subsea

Hunting Subsea manufactures and
distributes precision engtneered subsea
valves, couplings and ciemtcal injector
systems In 2012, the Subsea business
continued to report mixed trading, as
efforts to complete the recertification of
the valves and chemical injector product
lines for use i the Gulf of Mexico
extended throughout the year Lookn:§
forward, the Subsea business 1s poise
for a year of good growth dniven by
increased offshore global ng counts

Hunting Welltonic

Hunting Welltonic provides well
intervention technologies, services and
pressure control systems, to maintan and
enhance the productivity of an ol and
gas well Duning 2012, the unit continued
to grow Ris International revenue streams
as North Sea drilling activity decreased in
the early part of the year The business
has successfully entered markets in the
US, where demand for Thru-Tubing and
pressure control products has been
identified across the varous shale
regions in the country The business has
established a presence at Hunting's
Conrae, Texas facility in the US and is
now exploring sales growth opportunities
in the Canadian market




Other Operating Dwisions

Exploration and Production

Hunting’s Exploration and Production
dviston has interests in the southem LIS
and offshore Gulf of Mexico, holding equity
interests in over 50 production properties
On a Net Equivalent Barrel (“NEB”) bass,
production n the year was 131,000 NEB
(2011 — 252,000 NEB), with proven reserves
at year end being 11m NEB (2011 - 12m
NEB) Due to disruptions in the region’s

gas pipeline system, pamanly as a result

of inspection and maintenance work,
production volumes in the year were
sigruficantly reduced, leading to lower
revenues and income  Addibonally, the
continuing depressed natural gas pnce in
the US contnbuted to lower revenues
Based on these operating conditions, the
bustness reported an underlying profit from
operations of £0 5m 2011 — £1 7m) The
reported loss from continuing operations
was £6 7m (2011 - £0 7m profit)

Dunng 2012, the business participated in
12 onshore wells and three offshore
wells, with eight of the onshore wells and
one offshore well finding reserves,
contributing to the reserve base at year
end Costs of £2 Om associated with
wells deemed to be uncommercial have
been witten off as dry hole costs

Following a year end valuation of
reserves, which requires individual oll
and gas properties to be imparred when
the realisable value 15 less than the book
value based on future production and
commodity prices, the business has
taken an impairment charge of £5 2m
reflecting lower gas prices

The Board of Hunting has reviewed
the strategic ratonale of the Exploration

and Productton division and from 2013
will not be making any new capital
investment, beyond where the division
has contractual commitrents The
diviston will in future focus on producing
out its remaining reserves, with a view to
winding down the operation As a result,
Exploration and Production s now
presented within other operating divisions

Gibson Shipbrokers

Gibson continues to be one of the
foremost global shipbroking businesses
and now employs 165 personnel in the
UK, Norway, Singapore and Hong Kong,
an increase of 11% compared to 2011
During the year, despite continuing
hostle trading conditions, progress
has been made across the business with
fixing volumes increasing 18% year on
year leading to an increase tn revenue
of 6% to £27 5m 2011 ~ £26 Om)
Underlying profit from operations
decreased 6% to £1 6m (2011 - £1 7m)

The business continues to be a leading
broker in crude ol, fuel o1l and clean
petroleum products The gas dvision
covers LNG and LPG broking The
5ﬁeua||sed dwision focuses on smaller
shipments of chemicals, bicfuels,
vegoll, palm oil and lubes The dry
bulk division focuses on Panamax and
Cape hftings of iron ore, grain and ceal

The offshore division has also grown
its subsea, seismic and renewable
energy broking activities and the sale
and purchase division rernains active
covenng newhuilds, resales, scrap and
valuations A world class consultancy
department works closely with all the
divisions and undertakes commission
work for existing and new clients

Exploration and Production — Oil and Gas Reserves (NEB 000°s)

1 January Reserve 31 December

2012 Maovement Production 2012

Qi 579 73 (58) 594
Gas 642 (70) (73} 499
Ol and Gas 1,221 3 (131} 1,093
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Operating Review continued

Performance Measures

A nurmber of performance measures are used to compare the development, underlying busness performance and postton of the
Group and its business segments These are used collectively and perodically reviewed to ensure they remain appropniate and

meaningful monitors of the Group's performance

Key Performance Indicators 2012 201
Revenue £8258m  £608 8m
EBITDA* £1543m  £102 5m
Profit from operations® £128 8m £81 Om
Diluted earnings per share (“EPS”)* 57 5p 38 7p
Dividend per share (“DPS”) 18 5p 15 0p
Return on average capital employed (“ROCE")* 14% 15%
Gearing ratio 20% 30%
Free cash flow £86 5m £38 9m
Capital expenditure £616m  £58 Om
Inventory and WIP days 107 days 112 days
Trade recewvable days 64 days 73 days
* These performance measures are based on underlying results for the year

Cther Performance Measures 2012 2011
Number of employees — year end 3,866 3,453
Number of recordable incidents 82 26!
1 Ths does not include recordable inadents from the acquisiions made in 2011

Indicators of future Group performance closely monitored by management include

Key Market Indicators 2012 201
Drilling ng activity {North America) — year end 2,137 2,432
Drilling g activity (International) — year end 1,253 1,180
WTI Ol price (per barrel) - year end US$9180 US$98 83
Henry Hub Natural gas price (mcf) — year end US$3 44  USS2 96
Exchange rates US$/£ — average 159 160
Exchange rates US$/£ — year end 163 155




Hunting Advanced Manufacturing Group

The Advanced Manufacturng Group 1s This customer defined platform 1s targeted

the strategic combination of Hunting 10 provide a single source MWDLWD

Dearbom, Hunting Doffing and Hunting capability to the global oif and gas

Innova capabilities under the one mdustry It features a single part or whole

Hunting brand 100! capabiiity that unites precision
machining, electrical manufactunng
with product assembly

Hunting PLC Annual Report 2012
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Financial Review

Overview

The 2012 annual report reflects another
year of strong earmings growth and
improving margins underpimned by a full
year contribution from the acquisitions
completed during 2011

The Group’s bafance sheet continues to
strengthen, net assets are now I excess
of £800m, providing a sound financial
base from which to support further
expansion through organic and
acquisttive growth Resolution of a
legacy tax dispute during the year is of
particular note providing a release of
provisions and an inflow of cash which
together with strong free cash flow from
the Group’s global operations results in
net debt improving to £163 8m from
£218 4m at 31 December 2011 The
Group’s geanng has improved as a
consequence and 1s now 20%

Given the increased scale and
geographic footprint of the Group and
the ongoing programme of growth, the
framewark of internal and financial
controls continues to be enhanced with
appropriate investment i [T and ceniral
management resource

Revenue
Group revenues increased 36%, or
£2170m, to £825 8m in 2012 2011 -

£608 8m) The year on year effect of the
acquisitions made n the latter part of
20M added £155 2m to revenue The
remaining £61 8m of revenue growth
from existing businesses resulted from
like-for-like growth of 11%

Well Construction was the strongest
performing division, with revenue up
A4% to £279 3m 2011 — £194 5m) This
dvision has benefited from a full year
contnbution from the Hunting Dearborn,
Hunting Doffing and Hunting Specialty
acquisimons which collectively added
£49 1m of revenue growth Like-for-like
growth in the dvision was 20% Despite
volatile conditions caused by the change
i focus for onshore dnlling from gas to
oil, the Dnlling Tools business performed
very well supported by the opening of
new facilites The Prerium Connections
business faced similar challenges onshore,
but was supported by increasing global
offshore activity The other key strong
performer in this division was Hunting
Innova which forms part of the Advanced
Manufacturng Group

Well Completion revenue was up 40%
to £457 4m (2011 — £327 2m) with the
full year impact of the Hunting Titan
acquisiion adding £106 1m o?revenue
The base businesses also performed
well with like-for-like revenue up 9%

The Manufacturing and Accessories
unit set a record performance driven
by improving global offshore markets

The Well Intervention division has
recovered to some extent after recent
declimes post-Macondo Revenue grew
by 7% to £56 7m (2011 - £52 9m} Our
Subsea business experienced modest
year on year revenue growth in 2012
with an improved outlook for 2013 as
the sector recovers and we benefit from
the extension of our Stafford facility
The Hunting Welltonic businesses
increased revenues by developing

new markets in the US

Revenue from other divisions fell by a

net £1 8m Exploration and Production
revenues fell by £3 3m due to pricing and
lower productton volumes This was
partly offset by a £1 5m improvement
from Gibson Shipbrokers on higher
trading volumes




EBITDA from Continuing Operations
Underlying EBITDA increased to

£154 3m for 2012 and was £51 8m
ahead of 2011 largefy dnven by the full
year contribution from businesses
acquired in 20N

Prefit from Continuing Operations
Underlying profit from continumng
operations increased by £47 8m, from
£81 0m in 2011 to £128 8m i 2012
with £35 2m resulting from the year

on year effect of acquisittons made in
201 Operating margins also increased
from 13% to 16% as a result of the
improved product mix following the
201 acquisitions

Well Construction’s underlying profit
from operations was up 60% to £45 7m
{2011 — £28 5m) driven by the benefit
of acquisttions and improved trad|n§ mn
Prermum Connections, Dnilling Tools
and at Hunting Innova The division’s
operating margin also improved from
15% tn 2011 to 16%

In Well Comptetion, underlying profit
from operations increased by 80% to
£741m (2017 — £41 2m) predommantly
due to the full year contribution from
Hunting Titan, which was acquired in
Septerber 2011, with the division’s
margin improving from 13% in 2011

10 16% n 2012 as a result of this

In Weli Intervention, whilst there was a
modest increase i revenue, underlying
profit fell by £1 Om following the
previously reported 1ssues associated
with the tighter regulations i the Gulf
of Mexico which adversely affected the
results of our Subsea operation

Amortisation and Exceptional Items
Intangible asset amortisation charges
increased from £12 2m i 2011 to £28 Im
In 2012 due to the full year effect of the
acquisitions made 10 2011

The following exceptional charges

arose in the year

* Unwinding of the fair value uphft
apphed to nventory taken on with
the 2011 acquisitions has resulted in
a £7 6m charge reflecting acquired
stock sold in the period The
remaning upliit of £2 6m s
expected to be charged in 2013

* The final charges under employee
retention schemes put in place as
part of the 2017 acquisittons were
incurred 1n 2012 and totalled £11m

* The Exploration and Production
division incurred charges of £7 2m
as a result of £5 2m of mparments
to its oIl and gas capitalised
expenditures largely due to future
commaodity price expectations and
dry hole costs of £2 0m

* £11m has been credited to the
income statement reflecting the
release of amounts provided on the
Hunting Doffing acquisition for profit
related earn-outs

Reported profit from operations in 2012
for the Group was £85 9m which was
£44 9m better than 2011 This increase
was similar to the underlying improvement
with amortisation and exceptional rtems
relatively consistent year on year

Taxabion

The Group's underlying tax rate for 2012
has remained at 28% (2011 — 28%),
resulting in an underlying tax charge of

Hunting PLC Annual Report 2012

£34 6m 2011 — £22 5m} The tax rate
reflects the weightng of profits in lower
tax jurisdictions, together with a reduced
UK corporate tax rate The underlying
tax rate for 2013 is currently expected to
reduce to 27% as a result of reductions
in global corporate tax rates i the
countnies where we operate, however,
the actual rate will be dependent on the
regional mix of profits

Amortisation and exceptional stems in
the year aftracted tax credits of £16 7m
to give a net tax charge on continuing
operations 1n 2012 of £179m {2011 -
£7 3m)

Net Finance Costs

Net reported finance costs in 2012
were £6 2m (2011 - £3 2m) increasing
in line with higher average levels of
debt followmng the 2011 acquisition
programme

Underlying Profit from Operations 2011 to 2012 (£m)
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Earmings per Share

Underlying difuted earnings per share
for continuing operations increased
49% or 18 8p over 2011 to 57 5p in
2012 Reported diluted earnings per
share for continuing operations at 40 Op
was 19 7p above 2011

The weighted average number of shares
used in calculating the diluted earnings
per share in 2012 was 149 5m
compared to 140 1Tm in 2011, with the
increase mamly due to the full year
effect of the 13 2m share placing
completed In August 2011

Discontinued Operations

The reported profit for the year from
discontinued operations was £69 2m
{2011 — £50 7m) and was entirely
exceptional The main feature of the
profit was a £56 9m gain relating to the
resolution of a legacy tax dispute in
Canada following the sale of Gibson
Energy in 2008, Hunting established
provisions for tax indemnities given to
the purchaser in respect of two tax

disputes with the Canadan tax
authorties The larger of the two
disputes has been settled resulting in
the gain which comprises

* The refund of tax payments from the
tax authorty totalling £17 2m receved
n December 2012

* The refund of related tax payments
from provincial authorities totalling
£8 7m, which was recerved on 28
February 2013

* The release of provisions totalling
£307m {see note 13)

* Movements on other Gibson related
provisions totalling £0 3m

Pravisions totalling £7 7m have been
retained relating to the smaller dispute

In addition a £1 4m gain was realised on
the sale of Field Aviation Company Inc
in Aprtl 2012 (see note 13)

Cash Flow

The free cash flow generated in 2012
was £86 5m compared to £38 9m in
2011 The underlying improvement in
EBITDA from £1(2 5m to £154 3m was
the key dnver of this Working capttal
movements absothed £18 6m, with
finance costs and taxation paid absorbing
£5 2m and £15 Tm respectively

Replacement capital spend increased
from £12 8m to £270m largely due to
equipment replacement in the Drilling
Tools business, general machine
replacement projects across the Group,
together with £5 5m (2011 - £2 3m)

spend within the Exploration and
Production division

Expansion capital expenditure in the
year was £34 6m (2011 — £45 2m)
Facility expansion projects across the
Group absorbed £15 7m, including key
projects at Stafford, Houma and Hunting
Dearborn Total capital expendhture for
2012 was £61 6m compared to £58 Om
n 201

Payments of £2 2m were made in respect
of final pnce adjustments and eam-out
arrangements related to the acquisittons
made n 2011 Further payments of £1 2m
are expected n 2013 after which the
potential habilities will be extinguished

As described above, a £17 2m repayment
of tax was received from the Canadian
tax authonties on the resolution of a
legacy tax dispute relating to our former
si%mdlary Gibson Energy

Total dvidends paid during the year
were £241m (2011 ~ £18 Om)

Dvidends paid to ecl:my shareholders of
£22 6m were 35% ahead of 2011 and
reflects the Board's confidence in the
strength of the Group

Movements in foreign exchange rates,
particularly the US$ against £-sterling,
which moved from 1 55 at 31 December
2011 to 163 at 31 December 2012,
benefited the cash flow by £94m

{2011 — £4 Om outflow) This s mamly
attnbutable to the retranslation of the
Group’s US$ borrowings at the year end

Cash Flow
2012 200
fm fm
EBITDA before amortisation and exceptional items 1543 1025
Working capital movements (18 6) (332
Interest paid and hank fees (52) (76)

Tax pad
Replacement capital expenditure

Other operating cash and non-cash moverments

{151 (15 5)
(27 0) (12 8)
(19 55

Free cash flow
Expansion capital expenditure
Purchase of subsidianes

865 389
(34 6) (452
(22) (5725)

Acquisttion costs - 86
Equity placing - 835
Gibson Energy 172 853
Dwidends to equity holders and non-controlling mterests 24 1) (180)
Foreign exchange 94 40
Other 43 78
Cash flows related to discontinued operations (19) 22
Movement in net debt in the year 546 (4306)




Financial Capital Management

2012 was a year of integrating the
acquisiions made in 2011 into the
Group and in making our final strategic
disposal, being that of the Field Avation
business This combined with the
decision to cease Investing in the
Exploratton and Production business
leaves the Group a more focused
supplier of products and services to
the energy sector

The Group’s financtal postion remains
robust, with total credit facilities of
£416 2mn place (2011 — £423 6m) of
which £375 Om (2011 — £375 Om} 1s
commutted The commutted facility

15 a £375 Om multi-currency revolving
credit facility from a syndicate of 10
banks which extends to August 2016
Further details regarding the facifity
can be found in note 30

Net debt has reduced significantly in

the year with geanng falling o 20% at

31 December 2012 2011 - 30%) with

an adequate level of headroom remaining
compared to the Group's committed
credtt facilires providing management with
ongong financral flexibility Our bank
facility covenants (nate 36) require EBITDA
to cover relevant finance charges by a
minimum of 4 times and net debt to
adjusted EBITDA has a current maximum
of 3 5 times Both key bank covenant
meincs at year end were well covered

Balance Sheet

The maximum net debt to EBITDA
perrmtted will reduce to 3 tmes i June
2013 and will remain at that level untl
the facility expires in 2016

Return on average capital employed s a
KPI management use to assess business
unit performance The Graup's return on
average capital employed has fallen from
the 15% reported in 2011 to 14% for
2012 due to the year on year impact

of the 2011 acquisitions

The Board considers each ordinary
drvidend proposed based on the ments
of the information available to 1t at the
ume Consideration 1s grven to the
fmancial projections of business
performance and capital investment
needs, together with feedback from
shareholder discussions

The Group operates a centralised
treasury function with policies and
procedures approved by the Board
These cover funding, banking
relationships, foreign currency, interest
rate exposures, cash management and
the mvestment of surplus cash Further
detail on financial risks 1s provided
within note 30

The Group bas significant foreign
operations and hence results originate
in a number of currencies, particularly
m US dollars As a result, the Group’s
financial statements, which are reported
in sterling, are subject to the effects of
foreign exchange rate fluctuations with
respect to currency conversions
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Currency exposure on the balance sheet
15, where practical, reduced by financing
assets with borrowings in the same
currency Spot and forward foreign
exchange contracts are used to cover
the net exposure of purchases and sales
n non-domestic currencies

Balance Sheet

Whilst foreign exchange rates used in
the translation of results have rematned
very similar between 2011 and 2012,
there has been a more significant
change in the closing rates used for US
dallar denominated assets and habilites
with 2011 at US$1 55 and 2012 at
Us$1 63 10 £1

Foreign exchange 1s the only reason for the
mavement 10 goodwill Other intangible
assets have also been impacted by foreign
exchange but the principal movement 1s
the amortisation charge of £28 1m
reflected in the year 2011 — £12 2m)

Property, plant and equiprment has
increased by £17 3m with £63 4m of
additions, offset by £25 5m of depreciation,
disposals of £6 8m, Impaimment of £5 2m

in Exploration and Production assets and
foreign exchange of £8 bm

Working capital has increased by

£10 6m reflecting mcreased activity
levels including a year on year increase
in the number of Group operational
facilities - now at 66 Inventories at the
year end include £2 6m of fawr value
uplift expected to be charged to the
income statement m 2013

2012 201

£fm fm
Goodwill 3045 3179
Other intangble assets 1852 2208
Property, plant and equipment 2485 2312
Working capital 2718 26112
Taxation (current and deferred) (22 8) (33 7)
Provisions (29 6) (60 5)
Other net assets 200 135
Capital employed 977 6 950 4
Net deht (1638) (2184
Net assets 8138 7320
Non-controlling interests (18 3) (16 8)
Equity attnbutable to owners of the parent 7955 7152
Gearing 20% 30%
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Provisions have reduced by £309m
during the year following resolution of

a Canadian tax dispute as described
above This settlement 1s also the major
contributory factor to the increase in
other net assets of £6 5m, which includes
the £8 7m further tax repayments due
from Canadian provincial authonities,
recerved on 28 February 2013

Overall, capital employed m the Group
has remained steady at £9776m (2011 -
£950 4m)

Thanks to strong free cash generation,
the overall cash inflow in 2012 of
£54 6m has reduced net debt to
£163 8m at 31 December 2012

Net assets at 31 December 2012 were
£813 8m which, after non-controlling
interests of £18 3m, result in equity
sharehalders’ funds of £795 5m This
15 an increase of £80 3m over 31
December 2011, which reflects the
retained result for the year of £128 9m,
exchange losses of £27 3m, offset by
£22 6m dividend payments together
with other gains of £1 3m

Critical Accounting Pohicies

The Group accounts are prepared using
accounting policies In accordance with
IFRS The principal accounting policies
are set out in note 45

The preparation of these accounts
requires the use of estimates, Judgements
and assumpttons that affect the reported
amount of assets, habiliies, revenue and
expenses and the disclosure of contingent
assets and habilities Directors’ estimates
are based on historical experience,
consultation with experts and ather
methads that they believe are reasonable
and appropriate

Amortisation and Exceptional Items

In additron to presenting reported IFRS
GAAP results in its Income statement, the
Group discloses results on an underlying
basis 1e before amortisation and
exceptional tems This s the basis on
which the Directors assess the business in
internal reporting [In the Directors’ view
this 1s necessary to obtain a clear
understanding of the underlying
performance of the business More details
on arnortisation and exceptional items
can be found i note 7

Goodwill

The carying value of goodwill held on
the balance sheet 1s reviewed for
impairment at ieast annually The review
compares the carrying value with the
estimated future cash flows from the cash
generabing unit to which the goodwall
relates The cash flows are based on
management’s view of future trading
prospects Any shortfall identified 1s
treated as an impairment and written off

Property, Plant and Equipment and
Other Intangible Assets

The Group's property, plant and
equipment and other intangible assets are
subject to annual rates of depreciaton
intended to spread the cost of the assets
over their estimated service life These
rates are regularly reviewed The rates
currently in use are set out on page 112

In additton #, in management’s
judgement, events or circurnstances
indicate a potental imparment may have
occurred, then a review of the carrying
value of the asset will be carried out

Provisions

Provisions amounting to £29 6m are held
on balance sheet at the year end These
are based on Directors” estimates of the
future cost of current obligations The
main element of provisions 15 i respect
of onerous lease obligations on premises
not occupted by Group entities where
assessments have been made as to the
penod properties are likely to remamn
vacant and what market rents can be
achieved upon occupancy

Taxation

The effective tax rate for the full year 1s
28% and 1s the combined rate ansin
from the regional mux of Group results
The rate takes into account the estimated
future utilisation of tax losses and the
agreements with regional tax authorities
of corporate tax computations

Deferred Tax

Deferred tax assets and habilities are
recorded within the financial statements
at 31 December 2012 at £72m and

£25 7m respectively These balances are
derived from assumptions which include
the future utifisation of trading losses and
provisions at assumed tax rates and
eligibnlity for offset within a tax
junschction

Share-based Payments

The estimated cost of grants and awards
of equity Instruments to Group
em;ioyees is spread evenly over the
vesting period The actuanal assumptions
used in determuning the charge to ncome
are set out n note 38

Retirement Benefits

The Group operates a defined benefit
penston scheme in the UK, which was
closed to new entrants with effect from 31
December 2002, as well as a number of
defined contnbution schemes within the
Croup The defined benefit scheme 1s
accounted for under IAS 19 and the main
actuanal assumptions used are shown
within note 32 and in the table below

Actuanal Assumptions
012 2011
Rate of inflaton 31% 32%
Discount rate 43% 47%
Expected future Iifetime
(years)—male 245 243
Expected future Iifehme
(years) — female 259 258

Expected future lifetime 15 the number of
years a 65 year old s expected to ive
based on current mortality tables




Review of Principal Risks and Uncertainties

The Group has an established nsk
management monitoring and review
process described in the Corporate
Governance Report on pages 40 to 43
The process requires all businesses

to identify, evaluate and monrtor risks
and take steps to reduce, eliminate or
manage the nsk Group risks are
formally reviewed by the Board at least
three imes a year and are discussed at
every Board meeting The pnincipal risks
dentified through this process that
Hunting 15 exposed to, which could
have a matenal adverse impact are hsted
below, together with the steps the
Group has taken to mitigate agamst
these nsks Some arise from the specific
activities undertaken by the Group
whereas others are common to many
international manufacturing compantes

Risks Specific to the Nature of
Hunting Group Businesses

Shale Dnlling

The Group provides products to the ail
and gas shaFe drilling industry There
may be considerable future resistance to
further oif and gas shale exploration and
development from significant sections of
the public, and a drilling moratorium or
new laws and regulations may
unfavourably impact the industry

The Board monitors public and political
opinion and mamtains an awareness of
the potential for changes to legislation
especially with regard to the US where
the Group 1s mainly exposed

Raw Matertal Commodity Prices
Although not under the Group's control,
a matenal movement in oll or gas
commodity prices could impact demand
for the Group’s products and services

Working capital and in particular
inventory levels are closely managed
to mitigate against exposure to
commodity price movement

Acquisttions and Capital Investment
Acquisitions are an integral part of the
continuing Group's recent strategy of
expanston and development While
recent acquisiions made by the Group
have integrated well, the Board 15
conscious of the potential disruption to
both the Group and acquiree, of an
acquistion process and subsequent
integration

The Board 15 actively involved in
monitoring, approving and assessing
acquisitions through post acquisttion
apprasals to mitigate the nisk of poor
investment decisions  All acquisitions
require Board approval prior to
commitment

The Group continues to seek
opportunities for organic growth and
maintains an active capital nvestment
programme The programme
encompasses Investments in new
territories, buildings, production
equipment, rental equipment and IT
systems There 1s a range of risks
involved n such programmes, including
poor financial returns, management
distraction, facility disruption and nsk
of IT systems failure

The Board and sermor management
follow a rigorous process of approving,
managing and monitoring caprtal
investments along with planning for
contingencies All capital expenditure
above discretionary limits requires
Board approval prior to commutment

Hunting PLC Annual Report 2012

Relationships with Key Customers

The Group's success 1s defined by
relationships with sts key customers A
material reduction in orders from a major
customer, whether through competitive
action, contractual dispute, business
consolidation or change n strategy could
impact the Group’s financral performance
and prospects The Group s also reliant
upon the conduct of its custormers, given
its products are exported by those
customers across the world and used in a
range of environments, including deep
sea exploration and production Senior
management maintans close relatonships
with key customers and seeks to maintain
the highest level of service to preserve
Hunting's reputation for quality

Product Quality and Rehability
Product quality and reliability 1s cntical to
the Group's reputation with its customers

Quality assurance standards are
monitored, measured and regulated
within the Group under the authority of a
Quality Assurance Director, who reports
directly o the Chief Executive
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Review of Principal Risks and Uncertainties continued

Other Risks Common to International
Manufactunng Businesses

Economucs and Geopohtics

The economic and pofitical environment
in the geographic areas in which the
Group operates impacts demand for
energy and therefore the Group's range
of products and services

Management and the Board closely
monitor trading results, forecasts, poltical
developments and projected economic
trends in order to match capacity to
demand and, where possible, minimise
the impact of adverse trends on the
Group In addition overheads are
monitored regularly to ensure the

cost base 1s actively managed

Key Executives

The Group s highly reliant on the
continued service of its key executives
and serior management, who possess
commercial, engineening, technical and
financial skills that are cntical to the
success of the Group Remuneration
packages are regularly reviewed to ensure
they are remunerated in line with market
rates External consultants are engaged to
provide guidance on best practice

Failure to retain suitably qualified
individuals, or to attract and retamn strong
management and technical staff in the
future, could have an adverse effect
upon the Group and the results of its
operations Senior management
regularly review the availability of the
necessary skills within the Group and
seeks to iind surtable staff where they
feel there 15 vulnerability

Health, Safety and Environmental
(HHS&E”)

The Group 1s subject to a number of
HS&E laws and regulations that affect
its operations, facilities and products in
each of the junsdictions in which rt
operates The Group 15 commutted to
operatmg in compliance with all HS&E
laws and regulations relating to its
products, operations and business
activities However, there 15 a risk that
it may have 10 incur unforeseen
expenditures to cover HS&E liabilities,
to maintain comphance with current or
future HS&E laws and regulations or to
undertake any necessary remediation

It 1s difficult to estmate with any
reasonable certanty the future impact
of HS&E matters, including potential
habilities, due to a number of factors and
especially the lengthy time intervals
often tnvolved m resolving them There
i1s regular HS&E compliance reporting to
the Board

Effective Control Over Subsidianes
Group subsicharies operate within a
control framework with a degree of
autonomy vested tn local management
The control framework has been
enhanced with addiional central staff in
areas such as finance and taxation, the
introduction of new IT systems and
stronger co-ordination of IT activittes The
operations of subsidianes are subject to
regular checking by management through
board and management meetings, regular
reporting and contact together with
external and internal audit

Fluctuation in Currency

Exchange Rates

The Group has significant overseas
operations, hence results are
denominated 1n a vanety of currencies
As a result, the Group’s financial
statements, which are reported in sterling,
are subject to the effects of foreign
exchange rate fluctuations with respect
to currency conversions

The Group maintains a strategy of
financial hedging to mitigate such nisk,
subject to the availability of suitable
products at the night cost

A4

Dennis Proctor
Chief Executive

Peter Rose
Finance Director
7 March 2013




Corporate Social Responsibility Report

“Our commitment to
shareholders, employees
and other key stakeholders
Is to create a sustainable
organisation capable of
delivering long-term
positive returns.”

Introduction

Hunting 15 an mnternational energy
services company, which manufactures
and supplies products and services to the
global energy industry

The Group aperates from 66 facilities in
the key energy producing regions of the
world Being at the forefront of delivering
energy solutions to many customers,
Hunting 1s commutted to developing
relationships with key stakeholders —
employees, shareholders, customers,
suppliers and communities within the
areas we operate

This report describes the policies and
responsibiliies which the Group has
adopted as a responsible global
corporate citizen

Financial Metrics

Hunting 15 committed to a business
strategy which targets long-term growth
in the value of the Group’s assets We
are committed to nvesting capital to
maintain our organic growth proftle,
while acquiring complementary
businesses which deliver similar growth

Hunting PLC AnnualReport2012 - 3G

Aberdeen staff rarsed £12,000 for the Scottish Community Foundation through vanous activities including

a 54 mide highland hike

Selected key performance
ndicators include

* Revenue

* Profit from operations

* Dduted earmings per share
* Free cash flow

* Return on capital employed
¢ Gearing

* Dmdends per share

The Business Strategy and Business
Model are outlined on page 14 of this
Annual Report The strategy of the
Group 1s to provide value added
products and services, focusing on
proprietary technologies and know-
how, incorporating product ines which
capture market share within each
product segment i which we invest

Our commitrment to shareholders,
employees and other key stakeholders
Is to create a sustainable organisation,
capable of delivering long-term positive
returns and providing stability to our
employees

Shareholders

Communicating with the Company’s
shareholders 15 of key importance to

the Directors The methods of
communication to our shareholders

and employees nclude press releases
issued to the London Stock Exchange,
institutional Investor presentations, which
are published on the Group's webstte
and other communications including the
in-house corporate publication, the
Hunting Review, which 1s published
twice a year

The Chief Executive and Finance
Director meet with major shareholders
at least twice a year, following the
announcement of the Group’s half

and full year results, and whenever
requested by a shareholder The
Chairman and the Senior Independent
Director also meet with major
shareholders annually to discuss strategy,
governance and other matters

The Company 15 Iisted on the London
Stock Exchange and 1s subject to
regulation by the Financial Services
Authority in the United Kingdom as well
as compliance with UK Company Law
The Group 15 also subject to the laws
and regulations of the junsdictions n
which 1t operates
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Corporate Social Responsibility Report continued

“The Group 15 commutted
to mutually developing an
environment of honesty,

integrity and respect.”

Above and left Hunting PLC and Texas staff have entered inte a two year commement to support New Danville,
a selfl sustaining community to help adults with imiting disabilies Over $100,000 was donated n 2012

Employees

Qur people are our most valuable asset
and the Group recognises that its success
and reputation depends upon ther
efforts, ntegrity and commitment Our
people create Hunting’s competitive edge
and we aim to ensure that our customers’
expectations are met and exceeded
Responsibility for employees hies with
local management, which allows local
cultural issues to be appropnately
managed and the necessary development
programmes to be structured accordingly

The location of our employees reflects
the global nature of the ol and gas
industry and the geographic diversity
of the Group's activities

At 31 December 2012, the Group has
3,866 employees (2011 ~ 3,453) with
the geographical split shown i the
chart above

The Group seeks to adhere to all
relevant local and junsdictional laws
about employment equality and
minimum wage legislation

As a responsible employer, full and fair
consideration 1s given to applications for
positions from disabled persons and to
therr traming and career advancement
Every effort 1s made to retain In
employment those who become
disabled while employed by the Group

It 1s important for the Group to retain key
employees, as well as attracting high
quality ndividuals This remains a major
challenge for the il and gas mdustry
Hunting has developed a supportive
work environrment that promotes
development, learning and advancement
to ensure that its employees realise ther
potential Long service 15 a feature of the
Group’s employees and recognition 1s
given through service award prograrmes
across the Group Forty years’ service 15
nat an uncommon attribute

Hunting believes that employing the nght
peaple i only the start of the relationship
between an employee and employer
The Group 15 commutted to mutually
developing an environment of honesty,
integrity and respect for its staff and for
those people and companies we work
with daily The Group 15 also commutted
to abiding by all international and local
laws and regulations on employrment and
has a no child labour policy

The Group encourages and promotes an
awareness of the financial and econamic
factors affecting the perfarmance of the
Group and shares information on cument
activities through regular communication
and consultation




Through the Group's Code of Conduct,
published on the Company’s webstte, the
Group sets out its equal opportunities
thmes and zero tolerance approach o

arassment within the workplace The
Group’s gender diversity policy, which
also seeks to promote farr and equal
opportuntties, 15 also published on the
Company’s website

The Group believes that providing
additional benefits to stag encourages
the best performance from our people
Therefore, most employees are offered
Earthpat:on in schemes which pravide
ealthcare and post-retirement benefits
and, i certain nstances, participation in
bonus arrangements when
outperformance in terms of operational
excellence has been achieved Hunting
has share award schemes in place as
a longer term incentive whereby staff
can participate in the ownership of
the Company

The Board has an established “whistle-
blowing” procedure in place for any
employee wishing to raise, In confidence,
any concemns they may have about
possible financial improprieties, or other
matters, with the Semor Independent
Director Details of the procedure are
regularly commuricated to all

employees

Health and Safety

The Group s cormmitted to achieving
and maintaining the highest standards
of safety for 1s employees, customers,
suppliers and the public Hunting has
a proven culture of aiming for best
practice and employs nigorous health
and safety practices

Health and Safety policies include

* Regular audit and mamtenance
reviews of facilities, equipment,
practices and procedures to ensure
comphance wath prevailing standards
and legislation and a safe environment
for all those who work within and
around our factlities

* Seeking accreditation and aligning
long standing company programmes
and procedures to internationally
recognised Quality Assurance
standards

* Monttoning, which 1s a management
task, s documented and reported at
each Board meetng

* Approprale traiming and education
of all staff
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The Group has published its combined
policy on health, safety and
environmental matters, which can

be found on the Group’s website

Hunting’s Director of Health, Safety and
Environment reports directly to the Chief
Executive and a report 15 considered by
the Board of Directors at each meeting

The Group's target 1s to achieve zero
recordable incidents Each local business
Is re(?mred to develop tallored policies
to reflect its dardy business These
incorporate the Group's approach to
putting safety first and, at a minimum,

to comply with local regulatory
requirements Traiming 1s given to every
employee, whether they are on the
shop fr(;or or working from a desk

During the year, there were no fatalities
across the Group’s operations with
82 recordable maidents

In 2012, the Group continued its
programme to introduce Lean
Manufacturing processes into glabal
operations This resulted in efficiency
gams i a number of key business units

Environment

The Group 15 committed to the
protection of the environment and
developing manufacturing processes
and procedures, which ensure that any
adverse effects on the environment are
kept to a practicable minimum We take
the view that sustainable development 15
in the interests of all our stakeholders
and nclude environmental 1ssues i

our planning and deciston-making

Staff and management volunteers have teamed up to
raise funds for two local orphanages in Indonesia

The Group’s environmental policy

15 to look for opportunities and adopt
practices that create a safer and cleaner
environment It 1s particularly sensitive to
the challenges for the industry in which
it operates The Group has programmes
tn place to monitor the environmental
impact from its operational activities
and remains focused on ensuring
environmental consideration 15 at the
forefront of its bustness practices
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The winner of the $50,000 Hunting Art Prize,
Michael Bise

Key aspects of our environmental

policies include

» Keeping any adverse effects on
the environment to a practicable
minimum

¢ Encouraging the reduction of waste
and emissions and promoting
awareness of recycled matenals and
use of renewable resources

» Fach operating unit developing and
implementing their own procedures
while conducting regular reviews to
ensure that they are maintained and
refined

» Encouraging employees to pay special
regard to environmental ssues and
requirements in the communities i
which the Group operates

* Incorporating health, safety and
environment considerations into the
design of new facilities

With the am of mantaming standards a
number of the Group’s operating facilities
are 150 or AP! registered or subject to
other sirmilar registrations or industry
qualifications In 2012, 7 facilies (2011

— &) within the Group were 1SC 14001
compliant indicating a recognised
environmental management system being
in place and 2 facilities being 1SO 18001
compliant (2011 — 1), indicating that health
and safety systems have been reviewed
and formally certified More facilities
across the Group are working towards
these accreditations, continuing the
Group's commitment to monitoring and
reducing the environmental impact of its
operations and increasing HSE standards

The Group continues to monitor and
collect data relating to its carbon
emissions from across its operations

For 2012, each business urit across the
Group has reported scope 1 and 2
emusstons to provide a consolidated total
of each source of greenhouse gas
ermssions Total emissions are then
converted to a carbon dioxide equivalent
figure, using converston factors published
by DEFRA at www defra govuk The
following table details Hunting's scope 1
and 2 emssions, excluding vehicle
muleage and fuel consumption

CO, equwvalent enissions (tonnes)

%

2012 2011 change

Scope 1 3,644 3,064 12

Scope 2 36,149 22,636 60
Total gross
controlled

emIssIons 39,793 25,700 54

The increase in carbon dioxide ermissions
between 2011 and 2012 1s primanly
attnbuted to the acquisitions completed in
2011, where the operational scate of the
Group matenally increased Including
vehicle mileage and fuel consumption
data, Huntmg’s 2012 scope 1 emissions
would be 9,061 tonnes of carbon dioxide,
leading to a scope 1 and 2 total of 45,210
tonnes of carbon dioxide emissions

Natural gas, electnaty and mains water
usage across the Group's facilities are
shown mn the chart above

A number of Group facilities in the US
are supplied by on-site wells — water
sourced from these wells 15 not included
m the data presented

Operational Excellence and Research
The Group continues to develop rts
relationships wath academic instituttons
and dunng 2012 Hunting collaborated
with the University of Plymouth in the
UK to research ways of improving safety
and relability dunng ol and gas extraction

The Group continuously strives to gain
leadership in areas of technology relevant
to the Group's products and at the
year-end had 350 active patents

(2011 -316)

within its industry sector, Group

compantes hold membership of the

following organisations

« Amencan Petroleum Institute |

* Soctety of Petroleum Engineers |

* The Intervention and Coiled
Tubing Association

* Leading Cil and Gas Industry
Competitiveness

* Investors n People

|
In order to promote its engagement |
|




Community and Charntable Donations
Hunting’s commitment to the
communities in which it operates extends
on many fronts The Group participates
m a number of imitiatives and I events
which raise money for chartties around
the world In 2012, Hunting employees
partcipated in local chantable events,
including comporate support through
sponsorship of a number of events

The Group’s major charitable event,

the Hunting Art Prize 1s an annual event
which supports and recognises the

local community in Houston, Texas

In 2012, the Art Prize supported the
chanty New Danville, a self-sustaining,
master-planned community dedicated
to providing adults with intellectual

and developmental disabilities an
opportunity to live, work, and grow with
their non-disabled peers In Aberdeen,
employees from Hunting Energy
Services participated in the Caledorian
Challenge, raising funds for the Scottish
Community Foundation, an organssation
which distnibutes funds to smalf chanties
and community projects in Scotland

The Group also makes donations to
chanties through the Chairman’s
charitable trust committee, which
compnises the Chairman and former
Hunting employees In 2012, assistance
was granted to 32 chanities

During 2012, the Group donated
£182,000 (2011 — £162,000) to charnties
In accordance with Group policy, no
poliical donations were made in

the year (2011 — £nil)

Business Ethics

The Group's Directors and employees
promote high standards of honesty and
integrity in the way it goes about its
bustness, recognising that the Group's
reputation 1s of cnitical importance in
the ndustry in which we operate

Thraugh the Group’s Code of Conduct
and compliance with the UK Bribery
Act, the Group has policies and controls
in place detailing procedures on how
the Group interacts with customers,
suppliers and governments around

the world

Customers and Suppliers

The Group's Code of Conduct has been
arculated to all of the Group’s employees,
key customers and suppliers and agents
The principles in the Code of Conduct
lay out our responsibilities to all external
associates and also incorporates
anti-bribery and corruption policies
addressed by the UK Bnbery Act

Dennis Proctor
Chief Executive
7 March 2013
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“The Group continuously strives
to gain leadership in areas of
technology relevant to the
Group’s products.”

In the US, employees led a food drive in support of
the Wyorming Food Barnk of the Rockies
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Board of Directors

L-R John Nicholas, Peter Rose, Dennis Proctor, Richard Hunting, John Hofmesster and Andrew Szesaila

Board Subcommittee Membership

Audit Nomunation  Remuneration

Committec Commuttee Committee
Executive Directors
Dennis Proctor - v -
Peter Rose - - -
Non-executive Directors
Richard Hunting — v ~
lohn Hofmesster v v v
John Nicholas v v v
Andrew Szescila v v v




Richard Hunting C.B E
Non-executive Chairman

Was elected an executive Director and
Deputy Chaiman on the formation

of Hunting PLC in 1982 and has been
Charrman of the Board since 1991

In 2011, Mr Hunting moved from an
executive to a non-executive role
Charman of the Nomination Committee
He 15 a non-executive director of the
Royal Brompton & Harefield NHS
Foundation Trust

Dennis Proctor

Chief Executive

Was appointed a Director in 2000 and
Chief Executive in 2001 He was chief
executive of Hunting Energy Services
from March 2000 after joning the Group
in 1993 He 15 a US aitizen based n
Houston, Texas and has held serior
positions i the ol services industry in
Europe, Middle East and North Amertca

Peter Rose

Finance Director

Was appointed to the Board as
Finance Director in 2008 A Chartered
Accountant, he jomed Hunting PLC

in 1997 prior to which he held senior
financial posittons with Babcock
International

John Hofmeister

Non-executive Director

Was appointed a non-executive
Director in 2009 and appointed the
sentor independent director of the
Company n 2010 A US atizen resident
in Houston, Texas He 15 the founder
and chief executive officer of the
Washington D C regstered not-for-profit
Citizens for Affordable Energy Inc, and a
non-executive director of US quoted
Lufkin Industries Inc and Camac Energy
Inc He 1s the former President of Shell
Ont Company and a former Group
Dwrector of Royal Dutch Shell PLC in
The Hague, Netherlands

John Nicholas

Non-executive Director

Wias appointed & non-executive Director
in 2009 and 15 chairman of the Audat
Committee He 1s a Fellow of the
Association of Chartered Certified
Accountants and 1s a member of the UK
Financial Reporting Review Panel He i1s
cumrently a non-executive director of
Rotork PLC and Mondi plc He was
formerly the Group Finance Director of
Tate & Lyle plc and pnor to that Group
Fmance Director of Kidde pic

Andrew Szesala

Non-executive Director

Was appointed a non-executive Director
i 2011 and 1s chairman of the
Remuneration Commuttee A US ciizen
resident in Destin, Flortda He 15 currently
a non-executive director of UK quoted
Frontera Resources Corporation He was
formerly the Chief Operating Officer of
Baker Hughes Inc
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Report of the Directors

The Directors present ther report, together with the audited
financial statements for the year ended 31 December 2012

Principal Activities and Business Review

Huntln% PLC is a halding company whose subsidianes are
primarily involved n the manufacture and distnbution of
products that enable the extraction of oIl and gas for the
world’s leading energy companies

The Company 1s UK domiciled and incorporated in England
and Wales Details of the Company’s principal subsicharies
and associated undertakings are set out In note 44

The Business Review, encompassing the Chief Executive’s
Review, Operating Review, the Financial Review and Review
of Principal Risks and Uncertainties on pages 10 to 33,
together with the Chairman's Statement on pages 6 and 7,
reports on the principal activities of the Group and its
performance dunng the year ended 31 December 2012,
along with likely future developments in its operations This
information, together with a description of financial capital
management (page 25), details of the Group’s policies on
employment, health, safety and the environment, which are
contained within the Corporate Social Responsibility Report
on pages 29 to 33, and the Corporate Governance Report on
pages 40 to 43, are incorporated nto this report by reference

Results and Dividends
The results of the Group are set out in the Consolidated
Income Statement on page 55

The Directors, subject to approval by sharehalders at the
Annual General Meeting of the Company to be held on 17
Aprtl 2013, recommend a final dividend of 14 Op per share
(2011 - 11 Op), which together with the mtenm dividend of
4 5p (2011 — 4 Op), takes the total dividend for the year to

18 5p per share (2011 - 15 Op), an increase of 23% The final
dividend will be paid on 1 July 2013 to shareholders on the
register at the close of business on 14 June 2013

Changes in the Group and its Interests During the
Financial Year

On 27 April 2012, the Group disposed of Hunting Canadian
Aurport Holdings Ltd and its subsidiaries, including Field
Aviation Company inc Further detals can be found in note 43

Post Balance Sheet Events
There have been no disclosable post balance sheet events

Directors

The biographies of the Directors of the Company as at

31 December 2012 are set out on page 35 of this report
As recommended by the UK Corporate Governance Code,
all Drectors will submut themselves for re-election at the
Company’s Annual General Meeting

On 29 August 2012, both John Hofmesster and John Nicholas
were reappointed as non-executive Directors for a second
three year term Mr Hofmeister will continue as the Semior
Independent Director of the Company and Mr Nicholas will
continue as Chairman of the Audit Committee

No Director during the year had a material interest in any
contract of significance to which either the Company or any
of its subsidiartes were a party Directors’ interests in the
shares of the Company are shown on page 49 As at 31
December 2012, no Director of the Company had any
beneficial interest in the shares of subssdhary compantes

Directors’ and Officers’ Liability Insurance

The Company mamtains insurance against certain habilites,
which could arise from a negligent act or a breach of duty by
its Directors and officers in the discharge of thewr duties This
is a qualifying third party indemnity provision, which was in
force throughout the financial year

Annual General Meeting

The Annual General Meeting of the Company will take place
on Wednesday 17 April 2013 at The Royal Automobile Club,
89 Pall Mall, London, SW1Y 5HS, commencing at 10 30am
At the meeting, as well as routine matters, members will be
asked to receive the Report of the Directors and Accounts, to
approve the 2012 Remuneration Comrmttee Report and to
give authority to the Directors to reappoint the Group's
external auditors and determine their remuneration

Further details of the resolutions are set out in the letter
concerning the Annual General Meeting, which
accompanies the Notice of the Annual General Meeting

Powers of the Directors

Subject to the Company’s Articles of Association, UK
legislation and any directtons prescribed by resolution of the
Company in general meeting, the business of the Company 1s
managed by the Board The Directors have been authonsed
to allot and issue Ordinary shares and to make market
purchases of the Company’s Ordinary shares These powers
are exercised under authorutr of resolutions of the Company
passed at its Annual General Meeting

During the financial year ended 31 December 2012
733,055 Ordinary shares were 1ssued pursuant to the
Company’s various share plans

Share Capital

The Company’s issued share capital comprises a single class,
which 1s divided into Ordinary shares of 25p each, details of
which are set out in note 33 of the financial statements As at
31 December 2012, there were 147,049,241 Ordinary shares
inissue The rights and obligations attached to these shares
are summarnsed on page 37 and are detaled m the Articles of
Association of the Company, copies of which can be
obtained from Companies House in the UK, or by waniting to
the Company Secretary at the registered office of the
Company Subject to applicable statutes, shares may be
issued with such rights and restrictions as the Company may,
by ordinary resolution, decide, or (f there 1s no such
resolution or so far as it does not make specific provision) as
the Board may decide The movements in share caputal
during the year are detailed in note 33 of this report

The Directors have the authority to allot shares and to disapply
statutory pre-emption nights This authonty 1s renewed
annually at the Annual General Meeting The Company has




authonty, renewed annually, to purchase up to 14 99% of the
issued share capital, equating to 22,042,681 shares at 31
December 2012 Any shares purchased will either be
cancelled, and the number of Ordinary shares in issue reduced
accordingly, or held in Treasury The Directors will be seeking
a new authority for the Company to purchase its Ordinary
shares at the Annual General Meeting

The Company holds 986,731 shares in Treasury (2011 —
1,072,186), used to satisfy a proportion of the shares under
award to employees who participate in the share-based
incentive schemes currently run by the Company This number
of shares 1s deducted from the Company’s equity The Company
has a policy to purchase shares in the market or 1ssue new
shares to meet future requirements of these incentive schemes
During the year, the Company, through the Employee Share
Trust, purchased 85,558 Treasury shares with an aggregate
nominal value of £21,390 The total consideration was £797,016
Details of the employee share schemes can be found in the
Remuneration Commnuttee Report on pages 45 and 46 and In
note 38

The nights to such shares are restncted in accordance with the
Companies Act 2006 and, in particular, the veting and
dividend nghts attaching to these shares are automatically
suspended

Voting Rights and Restrictions on Transfer of Shares

On a show of hands at a general meeting of the Company,
every holder of Ordmary shares present in person or by proxy,
and entitled to vote, has one vote, and, on a poll, every member
present in person or by proxy and entitled to vote has one vote
for every Ordinary share held Further details regarding vating
at the Annual General Meeting can be found in the notes to
the Notice of the Annual General Meeting None of the
Ordinary shares carry any special rights with regard to control
of the Company Proxy appontments and voting instructions
must be received by the Company’s Regstrars not later than
48 hours before a general meeting

Shareholders may submit votes electronically at

www sharevote co uk A Voting ID, Task ID and Shareholder
Reference Number will be required to complete this method
of voting, these details are included on shareholders’ voting
proxy cards To be valid, an electronic proxy must be recerved
by no later than 48 hours before a general meeting Any
shareholder having difficulty submitting ther voling
nstructions electronically should contact the Company’s
Registrars immedtately

A shareholder can lose his entilement to vote at a general
meeting where that shareholder has been served with a
disclosure notice and has falled to provide the Company with
mformation concerning interests in those shares Shareholders
rights to transfer shares are subject to the Company’s Articles
of Association

Transfers of uncertificated shares must be camed out using
CREST and the Directors can refuse to register a transfer of an
uncertificated share in accordance with the regulations
governing the operation of CREST
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The Directors may decide to suspend the registration of
transfers, for up to 30 days a year, by closing the reguster of
shareholders The Directors cannot suspend the registration
of transfers of any uncertificated shares without obtaining
consent from CREST

There are no restrictions on the transfer of Ordinary shares in

the Company other than

* certain restrictions may from time to time be imposed by
faws and regulations, for example insider trading laws,

* pursuant to the Company’s share dealing code whereby
the Directors and certain employees of the Company
require approval to deal in the Company’s shares, and

* where a shareholder with at least a 0 25% interest in the
Company’s certificated shares has been served with a
disclosure notice and has falled to provide the Company
with information concerning mterests n those shares

The Company s not aware of any agreements between
shareholders that may result in restrictions on the transfer
of Ordinary shares or on voting nghts

Research and Development

Group subsidiaries undertake, where approprate, research
and cﬁavelopment to meet particular market and product
needs The amount incurred and written off by the Group
during the year was £1 7m (2011 — £0 6m)

Chantable and Political Contributions

During the year, the Group donated £57,000 (2011 -
£48,000) to UK charitable organisations and £125,000 (2011
- £114,000} to overseas chanties 1t 1s the Group's policy not
to make political donations, accordingly there were no
politcal donations made during the year (2011 - £nil)

Property, Plant and Equipment
Details of movements in property, plant and equipment are
shown in note 15 to the financial statements The Directors
are of the opimion that the net beok value of Hunting's
roperties at 31 December 2012 exceeded their market value
gy approximately £5 3m No impairment has been recorded
as the Directors are of the opinion that the expected future
profits and cash flows generated from the properties support
the net book values as at 31 December 2012

Registrar

The address and contact details of Equiniti Limited, the
Company’s Registrar, are listed on the inside back cover
of this report Equiniti 1s the Company's single alternative
inspection location, whereby individuals can inspect the
register of members Individual shareholders may view
their personal shareholder information online, through
the www shareview co uk website

Articles of Association

The Company’s Articles of Association may only be amended
by special resolution at a general meeting of shareholders
Where class nghts are varied, such amendments must be
approved by the members of each class of share separately
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Report of the Directors continued

Significant Agreements

The Company 1s a party to a revolving credit facility in which
the counterparties can determine whether or not to cancel
the agreement where there has been a change of control of
the Company

The service agreements of the executive Directors include
provisions for compensation for loss of office or employment
as a result of a change of control Further details of the
Directors’ service contracts can be found in the
Remuneration Committee Report on pages 47 and 48

Policy on the Payment of Creditors

The Company’s and Group’s policy 1s to pay all creditors in
accordance with agreed terms of business The Company
itself has no substantial trade payables The total amount of
Group trade payables falling due within one year at 31
December 2012 represents 41 days’ worth (2011 — 45 days),
as a proportion of the total amount invoiced by supplers
during the year ended on that date

Statement of Disclosure of Information to Auditors

In accordance with the Companies Act 2006, all Directors in
office as at the date of this report have confirmed, so far as
they are aware, there 15 no relevant audit information of which
the Group's auditors are unaware and each Director has taken

Substantial Interests

all reasonable steps necessary in order to make himself aware
of any relevant audit information and to establish that the
Group'’s auditors are aware of that information This
confirmation 1s given and should be interpreted in accordance
with the provisions of Section 418 of the Compames Act 2006

Gomng Concern

The Group's business activities, together with the factors
Iikely to affect its future development, performance and
position are set out in the Chief Executive’s Review and the
Operating Review on pages 1010 21 The financial position
of the Group, its cash flows, hiquidity position, borrowing
faciities and financral capital management are described on
pages 24 to 26 and the principal risks and uncertainties facing
the business are described on pages 27 and 28 The notes
to the financal statements include the Group's objectives,
policies and processes for managing its capital (note 36), its
financial nsk management objectives inote 30), details of its
fiancial instruments (note 29), hedging activities inote 28)
and sensitivity analysis (note 31} and its exposures to credit
nisk and hquidity risk (note 30)

The Group has access to considerable financial resources
including a £375m commutted bank faciity The main
financial covenants (note 36) attached to this facility are (1)
EBITDA should not be less than four imes net finance

As at 31 December 2012, pursuant to the Disclosure and Transparency Directive, 1ssued by the Financial Services Authonty,

the major shareholders of the Company are as follows

Percentage

Number of of issued

Ordinary Orchnary

Notes shares shares

AXA group of companies (v} 15,002,781 102
Hunting Investments Limited (An) 10,884,743 74
Threadneedle Asset Managerment 8,985,167 61
M&G investmenl Management (vi) 8,944,131 61
Mirabaud Investment Management 8,123,430 55
BlackRock group of companes vy 6,745,747 46
Slaley Investments Limited 6,411,679 44
F Godson — as trustee (uyfvin) 5,861,575 40
Legal & General Investment Management 4,852,848 33
Standard Life Investments 3,877,605 26
JA Trafford — as trustee (v 3,680,686 25
Norges Bank Investment Managers 3,457,059 24
Cooperative Insurance Soctety 3,319,647 23
Royal London Asset Management 3,071,984 21
David RL Hunting 199,910 01
—as trustee () 2,549,117 17
- other beneficial () 2,484,583 17

Notes

1 Included in this holding are 9,437,743 Ordinary shares held by Huntridge Limited, a wholly-owned subsidiary of Hunting Investments Lirmited  Nexther of these

companies 1s owned by Hunting PLC erther directly or indirectly

u  After ebminaton of duplicate holdings, the total Hunting farmily trustee interests shown above amount to 6,165,269 Ordinary shares

- Anse because David RL Hunting and his children are or could become beneficianes under the relevant famuly trusts of which David RL Hunting 1s a trustee

v Richard H Hunting and Dawd RL Hunting are both directors of Hunting Investments Limited

v On 21 February 2013, AXA group of companies notified the Company that it had increased tts shareholding to 17,016,457 QOrdinary shares, representing 11 6% of the

1ssued share capital

v On 7 February 2013, ME&G Investment Management disclosed to the Company that its total shareholding had decreased to 8,388,201 Ordinary shares representing
5 7% of the 1ssued share capital On 21 February 2013, M&G Investment Management informed the Company that therr holding had reduced to below 5% of the

15sued share capital
Vi

1ssued share capital

On 22 February 2013, BlackRock group of companies disclosed to the Company that its total shareholding had increased to 7,875,629, representing 5 4% of the

vin On § March 2013, the Company was informed that, in therr roles as trustees, Messrs Godson's and Trafford’s interest in the Company's Ordinary shares had reduced

by 18,900 shares




charges, and (2) net debt should be no more than three-and-
a-half times adjusted EBITDA In accordance with the terms
of the facihty agreement, the net debt covenant ratio changes
to three times EBITDA in 2013 EBITDA, for covenant test
purposes, 15 based on the previous rolling twelve month
period, measured twice yearly at 30 June and 31 December

The Group has a broad range of products and services and a
diverse, global customer and supplier base and meets its
day-to-day working capital requirements through its cash and
debt facilities

The Group continues to have imited exposure to the Euro
zone or other reglons that are perceived as high nisk or
exposed to the direct impact of austenty measures The Group
also retains hrmted exposure to credit sk as 1t has strong,
well-developed relationships with its major customers and
maintains insurance cover for 95% of its trade recervables

The Group’s results are exposed to currency risk, as a major
portion of earnings is generated In several currencies, In
particular the US dollar, prior to translation into sterling at the
peniod’s average exchange rate Movements in these rates do
affect the Group’s results and n response to this the currency
impact on forecast results s monitored closely and certain
dervatives are purchased to mitigate ths risk

The Group’s forecasts and projections, taking account of
reasonably possible changes in trading performance, show that
the Group 15 well placed to manage its business successfully
i the current economic climate Accordingly, the Directors,
having made appropnate enquiries, are satisfied that the Group
has adequate resources to meet the Group's operational
requirements for the foreseeable future and consequently
continue to adopt the going concern basts of accounting in
preparing these consolidated financial statements

Auditors

PricewaterhouseCoopers LLP has indicated its willingness to
continue in office as auditors A resolution to reappoint them
as auditors to the Group will be proposed at the Annual
General Meeting to be held on 17 Apnl 2013

By Order of the Board

Peter Rose
Company Secretary
7 March 2013
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Corporate Governance Report

“It is with great pleasure that | infroduce
to you our Comorate Govemance
Report for 2012. During the year
the Board appointed extemal
facilitators to undertake its annual
performance evaluation and in the
final quarter of the year completed
the exerase, with the feedback
being considered by the Board
at its December meeting.

“Hunting continues to comply with the
UK Corporate Govermnance Code and
wherever possible seeks to enhance its
govemance practices and disclosures
As part of this ongoing development,

I am pleased to highlight a report
from the Audit Committee as
recommended by the new Code.”

Richard Hunting C B E, Charrman

UK Corporate Governance Code

This statement, which has been approved by the Board,
reports on the Company’s compliance with the UK
Corporate Governance Code (“the Code”) as issued by the
Financial Reporting Council (“FRC”) in 2010 and how the
principles of the Code have been applied during the year

The Company was fully comphant with the Code’s provisions
throughout the year

Compliance with the principles relating to Directors’
remuneration is reported within the Remuneration
Committee Report on pages 44 to 51 and the activities of the
Audit Commuttee are reported on pages 52 and 53

Board Composition and Committee Membership

The Board of Directors currently comprises the non-
executive Chairman, Chief Executive, Finance Director and
three independent non-executive Directors All independent
non-executive Directors are appointed to the Company’s
Normination, Audit and Remuneration Committees

This composthion, with a separate Chairman and Chief
Executive, ensures a balance of responsibilities and
authonties Non-executive Directors’ letters of appomntment
nclude details of their duties and expected time
commutments required The Directors, together with brief
biographical details, are dentfied on pages 34 and 35

Excluding the Chairman, 60% of the Board is currently
comprised of independent non-executive Directors

Mr Hunting, the Company’s non-executive Charman, 1s not
regarded as independent, given his former executive position
since joining the Company 1n 1989

The Company has procedures in place to deal with potential
conflicts of interest whereby actual and potential conflicts of
interest are reviewed, and approprate authorisation sought,
prior to the appointment of any new Director or if a new
conflict anses In accordance with the Articles of Association,
only non-conflicted Directors are involved n the
authonsation process The Board 1s of the view that these
procedures operated effectively throughout the year The
Group operates a decentralised management structure to
allow for rapid responses to business matters A framework of
controls with discretionary hemits and powers for local
managernent 1s contamned within a group manual

Appomtment and Replacement of Directors

Rules for the appomntment and replacement of Directors are set
out in the Company’s Articles of Association Directors are
appointed by the Company by ordinary resolution at a general
meeting of Ordinary shareholders or by the Board on the
recommendation of the Nomination Committee The Company
may also remove a Director Additional detals of the workings
of the Nomuination Committee are set out on pages 42 and 43

Following the Code’s guidance on the election of Directors, all
members of the Board submit themseltves for re-election at
each Annual General Meeting of the Company




The non-executive Directors are intially appomnted for a three
year term with subsequent reappointment conditional upon an
appraisal and review process Letters of appontment for each
of the independent non-executive Directors are available from
the Company upon request and their terms of appointment are
summansed on pages 47 and 48 Details of the executive
Directors’ service contracts are set out on page 47

Prior to the appomtment of a non-executive Director, the
Nomination Committee undertakes an evaluation of the
Board's requirements to ensure the balance of skill and
experience 1s maintained to fulfil the Group’s strategy In the
case of a non-executive Director being reappointed, the Code
recommends a particularly ngorous evaluation with particular
consideration being given to the need to regularly refresh the
Board and to continued independence On 29 August 2012
John Hofmerster and John Nicholas were both reappointed as
non-executive Directors of the Company for a second three
year term of office, following an evaluation exercise and
recommendation by the Nomation Committee Neither Mr
Hofmeister or Mr Nicholas participated in the evaluation or
decision to propose their respective appointments to the
Board Both Mr Hofmeister and Mr Nicholas contmue to
remain independent in judgement and free from any conflicts
of interest Mr Hofmester also continues his role as the
Company’s Senior Independent Director and Mr Nicholas
continues as Chairman of the Audit Committee

On appointment to the Board, each Director receives
comprehensive induction tallored to their experience and
needs All Directors have access to the Company Secretary
and to independent professional advice, at the Company’s
expense, in the furtherance of therr duties Directors are
encouraged to maintain therr skills and knowledge to best
practice standards and, where appropnate, attend update
training courses on relevant topics Durng the year, the
Chairman held meetings with the non-executive Directors
without the executive Directors being present and also met
each individual Director to discuss training and development
requirements The Company Secretary, through the Chairman,
15 responsible for keeping the Board informed of Corporate
Governance developments and mamtaining corporate
awareness of legislative and regulatory changes The
appointment and removal of the Company Secretary 1s a
matter reserved for the Board
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Annual Performance Evaluation

Duning 2012, the Board appointed IDDAS (www iddas com), a
specialist advisory practice as external facilitators to complete a
performance evaluation exercise as recommended by the UK
Corporate Governance Code As part of the evaluation process,
each individual Director completed a detailed governance and
evaluation questionnare and were interviewed by IDDAS,
covenng Board and subcommittee procedures

IDDAS briefed the Chairman on the results of the evaluation
who in turn provided feedback to the Board and to the
individual Directors IDDAS also subrmitted a final report on
the process which was presented to the Board at the Meeting
of Directors on 5 March 2013

IDDAS has no connection with the Company other than being
engaged to undertake this exercise

This externally facilitated evaluation will be undertaken every
three years with the exercise being conducted internally for the
intervening years

Separately to the above process, the performance of the
Chairrman was evaluated by the non-executive Directors in
March 2013 as recommended by the UK Corporate
Governance Code

Board and Committee Meetings

The Board normally holds six formal meetings each year, of
which one is held in North America Meeting dates are set a
year in advance Attendance by each of the Drrectors al
Board or commnttee meetings 1s detailed below

The duties and responsibilities of the Board and its

subcommitiees are formally agreed by the Board in writing

In addition, the division of responsibilities between the

Chairman and Chief Executive 1s set out in writing and

agreed by the Board Matters specifically reserved for the

Board include, but are not imited to, the following

+ comphance with UK Company Law and the UKLA's
Listing Rules,

» review of the Group’s system of risk management, mnternal
control and assess its effectiveness,

» approve all Stock Exchange announcements,

e approve the full and half year financal statements,
including the declaration of dwvidends,

Audit Nomination  Remuneration

Board Committee Commuttee Committee

Number of meetings held in 2012 6 4 1 4
Number of meetings attended

Richard Hunting [ - 1 -

Dennis Proctor 6 - 1 -

Peter Rose 6 - - -

lohn Hofmerster 6 4 i 4

John Nichiolas 6 4 1 4

Andrew Szescila 3 4 1 4

Board papers are always circulated in advance of meetings These include detailed financial reports on the Group's activities,
reports on each operating division, health and safety, risk management and investor relations reports In addttion, the meetings
held in March and August focus on the full and half year results respectively and the meeting in December focuses on the

budget for the following financial year
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¢ consider the Group's commercial strategy and appraval of
the annual budget,

* consider recommendations of the Board subcommittees
including Board remuneration, appointments and thewr
terms of reference

Institutional Shareholders

The Company uses a number of Erocesses for communicating
with shareholders, including stock exchange announcements,
the annua! and half year reports, interim management
statements 1ssued twice a year, and the Annual General
Meeting to which all shareholders are invited In addition, the
Chief Executive and Finance Director meet on a one-to-one
basis with all principal shareholders at least twice a year,
following the Group's half and full year results, or when
requested to update them on Group performance and strategy
The Board 1s in turn briefed by the Chief Executive, when
appropriate, on matters raised by shareholders

Duning the year, the Charman and Senior Independent
Director met with a number of shareholders to discuss strategy,
governance and other matters Their comments were passed
on to the Board by the Charman The non-executive Directors
are also available to meet shareholders

The Company’s major shareholders are listed, together with the
information required under the Disclosure and Transparency
Rules 72 6, within the Report of the Directors on page 38

Internal Control

The Board acknowledges its responsibility for monitoring the
Group’s system of internal control, for reviewing its
effectiveness and for compliance with the Turnbull guidance
The internal control system, which has been in place
throughout 2012 and up to the date of approval of these
accounts, 1s an on-going evolutionary process designed to
identify, evaluate and manage the significant nisks to which
the Group 1s exposed These systems of internal control are
designed to manage rather than eliminate risks, therefore they
only provide reasonable, but not absolute assurance aganst
malerial misstatement or loss in the financial statements and
of meeting internal control objectives

The Directors have reviewed the effectiveness of the Group's
system of internal control for the period covered by these
financial statements, the key features of which are as follows

Management Structure — within operational parameters set
by the Board, management is delegated to the executive
Dwectors Subsidiaries operate within clearly defined policies
and authorities contained within a group manual under a
decentralised management structure All senior management
changes require the prior approval of the Chief Executive

Reporting and Consohdation — all subsidianes submut
detailed financial nformation in accordance with a pre-set
reporting timetable This includes weekly, bi-monthly and
quarterly treasury reports, monthly management accounts,
annual budgets and two-year plans, together with ha'f year
and annual statutory reporting The Group’s consolidation
process s maintamed and upEated with regular communication,
mncluding distnbution of a group manual to all reporting units

The Group monitors and reviews new UK Listing Rules,
Disclosure and Transparency Rules, accounting standards,
interpretations and amendments and legislation and other
statutory requirements  Subsidiary reporting entities are
supported by instruction from Group and structured traiming
All data 1s subject to review and assessment by management
through the monitoring of key performance ratios an
compatison to targets and budgeis The content and format of
reporting 15 kept under review and periodically amended to
ensure appropriate information 15 available

Strategic Planning and Budgeting — strateélc plans and
annual budgets containing comprehensive financial projections
are formally presented to the Board for adoption and approval
and form the basis for monitoning performance Clearly
defined procedures exist for capital expenditure proposals

and authonsation

Quality Assurance — most of the business sectors within
which the Group operates are highly regulated and substdianes
are invariably required to be accredited, by the customer or an
industry regulator, to national or international quality
organisations These organisations undertake regular audits
and checks on subsidiary procedures and practices ensuning
compliance with regulatory requirements

Board Commuttees
The Board has three mamn committees to which it delegates
responstbility and authonity

Nomination Committee

Members of the committee are Richard Hunting (committee
chairman), Dennis Proctor and the independent non-executive
Drwectors The commitiee convened once duning the year and
has written terms of reference approved by the Board, which
are published on the Group’s website The role of the committee
includes leading the process for Board appomtments and
determining the terms of new appointments The commuttee
also considers succession planning which takes into account
the expenence and skills required of Board members

On 28 August 2012 the committee met to consider the
reappointment of john Hofmerster and John Nicholas and to
approve new committee terms of reference Following an
evaluation exercise, both Mr Hofmesster and Mr Nicholas
were each reappointed from 29 August 2012 for a second
three year term of office

The Board has considered the recommendations of the Davies
Report (Women on Boards) and in 2012 1ssued its gender
dlverSI?f policy for Board appointments Given the current size
and balance of expenence of Hunting’s Board and the recent
refreshing of the Board’s independent non-executive Directors
it 15 unlikely that Hunting will be compliant wath the
recommendations of the Davies Report in the short term
However, in line with the Davies Report's recommendations,
Hunting’s diversity policy commuts the Group to
* An embedded culture of equal opportunities for all
employees, regardless of gender,
* Require external recrutment consultants to submit their
diversity policies to the Group prior to appointment,




* Ensure that external consultants appomted by Hunting
submut candidate shortlists compnising of an appropriate
gender balance for constderation by the Normination
Commuttee,

* A target of at least one female Director of the Company
when practicable,

* An annual review by the Normination Committee of its
progress complying with the Davies Report's
recommendations

Remuneration Commuttee

The Remuneration Committee (“the Commuttee”) comprises
solely the independent non-executive Directors of the
Company and 1s charred by Andrew Szescila Detalls of the
Remuneration Committee’s activities are contained within its
report on pages 44 to 51

The Committee convened four times duning the year and has
written terms of reference approved by the Board which are
published on the Group's website During the year, the
Committee reviewed its effectiveness and the Chatrman
reported these findings to the Board

Audit Committee

The Audit Committee comprises exclusively of the
independent non-executive Directors of the Company and 1s
charred by John Nicholas Details of the Audit Commuttee’s
activities are contained within its report on pages 52 and 53

Statement of Directors’ Responsibilities

The Directors are responsible for prepanng the Annual Report,
the Remuneration Commuttee Report and the financial
statements in accordance with applicable laws and regulations

Company Law requires the Directors to prepare financial
statements for each financial year Under that law, the
Drirectors have prepared the Group and parent Company
firancial statements 1n accordance with Internatlonala
Fiancial Reporting Standards (“IFRSs”) as adopted by the
European Union (“EU”) Under Company Law, the Directors
musl not approve the financial statements unless they are
satisfied that they give a true and far view of the state of
affairs of the Group and the Company and of the profit or
loss of the Group for that penod

In preparmg these financial statements, the Directors are

required to

¢ select suitable accounting policies and apply them
consistently,

¢ make judgements and accounting estimates that are
reasonable and prudent,

* state whether applicable IFRSs as adopted by the EU have
been followed, subject to any matenal departures
disclosed and explained i the financial statements, and

* prepare the financial statements on the going concern
basis, unless it 15 inappropriate to presume that the
Company will continue in business
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The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain the
Group’s and Company’s transactions and disclose with
reasonable accuracy at any tme the financial position of the
Group and the Company and to enable them to ensure that
the financial statements and the Remuneration Committee
Report comply with the Compames Act 2006 and, as regards
the Group financial statements, Article 4 of the IAS
Regulation The Directors are also responsible for
safeguarding the assets of the Group and the Company and
for taking reasonable steps for the prevention and detection
of fraud and other irregularities

The Directors are zlso responsible for the maintenance and
integrity of the Group’s website, www huntingplc com
Legistation n the United Kingdom governing the Freparatlon
and dissemination of finanaal statements may diifer from
legislation in other junsdictions

Pursuant to the Finanaial Service Authonty’s Listing Rules,
Disclosure and Transparency Rules and the UK Corporate
Governance Code, each of the Directors, whose names and
responsibiliies are hsted on pages 34 and 35, confirm that, to
the best of therr knowledge and belief

* the financial statements, prepared n accordance with 1IFRSs
as adopted by the EU, give a true and fair view of the assets,
habifittes, financial position and profit of the Group and of
the Company,

* the Business Review on pages 10 to 33 includes a farr
review of the development and performance of the Group's
operations and the positton of the Group and the Company,
together with a description of the principal nisks and
uncertainiies they face

By Order of the Board

Peter Rose
Company Secretary
7 March 2013
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Remuneration Committee Report

“The work of the Remuneration
Committee during 2012
ncluded reviewing the
remuneration structures within
the Group; approving base
salaries, cash bonuses and
long-term incentive awards
for the executive Directors;
and determining awards
to executives under the
Performance Share Plan.”

Andrew Szescila, Remuneration
Commuttee Chairman

Introduction

Hunting operates in the international energy arena, supplying
to global comparmes Recruiting, retaining and appropriately
Incentivising our senior management remains a clear focus
for the work of the Remuneration Commitiee The following
report summanses the Committee’s work and outlines
forward policies for remuneration

Comphance

This report has been prepared in accordance with Schedule 8 of
the Large and Medium-sized Companies and Group {Accounts
and Reports) 2008 and the relevant provisions of the Companies
Act 2006 The report also satisfies the relevant requirements of
the UKLA's Listing Rules and describes how the Board has
apphied the principles relating to Directors’ remuneration in the
UK Corporate Governance Cade It has been approved by the
Board and will be presented to shareholders for approval at the
Annual General Meeting on 17 April 2013

Remuneration Committee

Role and Composition

The Remuneration Commuttee {the “Committee”} is responsible
for determining the remuneration of the non-executive
Chairman and the executive Directors, including the setting of
competitive salanes, annual performance targets and participation
in the Company’s executive share-based incentive plans The
Committee alsa takes account of remuneration policy for the
Group's senior executives generally

The constitution and operation of the Commuttee durning the
year has complied with the UK Corporate Governance Code’s
gudance on Directors’ remuneration The terms of reference
of the Committee are pubhished on the Group’s website and
are avatlable from the Company on request

The Commuttee compnises the independent non-executive
Directors of the Company Andrew Szescila (Commuttee
Chairman), John Hofmerster and John Nicholas

The Committee met four times in 2012 wath all members
attending all meetings

Work During the Year

The Commuttee’s principal activities during 2012 included

* review of the remuneration structure vis-a-vis business needs,

« consideration and approval of executive Directors’ salares,
bonuses and awards under the Performance Share Plan
(HPSPH)’

» measurement of the performance conditions and
determination of vesting levels in respect of awards under
the Long-Term Incentrve Plan (“LTIP”) and the PSP,

= approval of grants under the PSP, and

e approval of the Remuneration Committee Report

Advice

Dunng the year, New Bridge Street (a trading name of AON
Hewtt Limited), Pear) Meyer & Partners and Towers Watson
provided advice and assistance on remuneration for Hunting’s
Directors, executive incentive plans and share scheme matters
None of these advisers provided any other service to the
Group dunng 2012







The Comnuttee also consulted with and received information
from the executive Directors during the year but not in
respect of ther own remuneration

Remuneration Policy

The Group aims to ensure that remuneration, generally, and
incentives i particular, provide a clear link between individual
performance and shareholder mnterests The policy 1s to
provtde competitive remuneration packages enabling the
Group to attract, motivate and retain executives of high ability,
experience and commitment

The Commuttee’s on-gong approach s to set base salaries
within competitive market ranges, combined with realistic
reward potential for performance that is outstanding Executive
Directors’ remuneration packages consist of an annual salary,
health cover, car and fue! benefits, hfe and disability insurance,
an annual performance-linked cash bonus plan, pension
contributions, participation in performance linked share plans
and a long-term incentive plan Performance-related elements
should form a significant proportion of total remuneration
packages and performance targets are established to achieve
conststency with the interests of shareholders, with an
appropriate balance between long and short-term goals

In setting the remuneration of indvidual Directors, the
Commuttee takes account of their role, responsibilities, skills,
performance and references credible and established market
pay studies The Committee reviews such studies with caution
in view of the risk of an upward ratchet in remuneration levels
The Commuttee also has the discretion to take account of
social and corporate governance 1ssues when setting the
remuneration of the executive Directors

Consistent with policy on service contracts, executive
Directors’ service contracts are subject to termination on one
year's notice by the Company or the executive

The Committee believes an appropriate balance should be
maintained between fixed and variable performance-related
remuneration, with the current balance approximately 26%
derving from salary and benefits and 74% from varable
Incentives

Set out below are the key elements of the policy, which will
apply in 2013 and subsequent financial years Whilst ne major
changes to policy are being implemented, the Committee
considers that an effective policy needs to be kept under
review m order to reflect future changes to business needs and
the environment in which the Company operates and,
therefore, the policy may be amended in future

Base Salaries

Base salanes are reviewed annually In constderg appropriate
salary levels, the Committee takes into account the remuneration
paid by comparable compantes tn terms of asset size, revenues,
profits, the number of employees, market capitahsation and the
complexity and international spread of the Group's operations,
as well as applicable rates of inflation The Company’s practice
15 to target base salanes at the mud-market level in the
appropriate market for an executive position In determining
executive salaries, consideration s given to their expenence
and general personal performance
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The Comrmttee 1s also mindful of pay and conditions for the
wider employee population when determining executive
remuneration

Annual Bonus

An annual performance-linked cash bonus plan 1s in

place for the executive Directors The plan, which 15 not
pensionable, 1s designed to provide an incentive reward for
performance and reflects the competitive markets in which
the Group conducts its business

Denris Proctor and Peter Rose are eligible for a bonus under
the scheme when 80% of the Group’s underlying budgeted
profit before tax and budgeted return on capital employed 15
achieved Below this level no bonus is payable Further, the
bonus 1s weighted with 70% to achieving the budgeted profit
before tax and 30% to the budgeted return on capital
employed

The amount payable under the scheme, when these budgeted
targets are achieved, s 100% of base salary for Dennis Proctor
and 75% of base salary for Peter Rose When actual results
achieve 120% of these performance targets Denrus Proctor and
Peter Rose are entitled to a maximum cash bonus of 200% and
150% of base salary respectively The amount of borus payable
accrues on a straight-hine basis when actual results achieved are
between 80% and 120% of performance targets

Bonws schemes are in place for the majority of the Group’s
employees with the choice of performance metrics dependent
on the indidual roles

Long-Term Performance Related Incentives

The Group operates three long-term plans all of which target
to align the incentive package of executives with that of the
long-term interests of shareholders

1. Performance Share Plan (“PSP”)

Awards under the PSP are granted annually and only vest 1f
demanding performance conditions based on returns to
shareholders are met Awards granted under the PSE, which
are subject to a three year vesting period, are based on the
Group's total shareholder return performance relative to the
constituent members of the Dow Jones US Oil Equipment and
Services and the Dj STOXX TM Onl Equipment and Services
sector indices and if the Committee determines the Group’s
financial performance to be satisfactory These indices are
considered by the Committee to be appropnate as they
compare the Group's performance against other companies
in the o1l and gas services sector

Awards vest subject to the schedule outlined betow

Group's Total Shareholder Return (“TSR”) against the TSR
of the members of the Comparator Group

% of the award that vests

Upper quartile 100%
Between upper quartile On a straight-line basis

and median between 40% and 100%
Median 40%
Below median 0%
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The plan allows for a maximum of share-based awards with
a face value at grant equal to 200% of annual salary In 2012,
awards to the value of 100% and 80% of base salary were
granted to Dennis Proctor and Peter Rose respectively

The PSP awards granted in 2009 were measured by Towers
Watson against the performance target up to 28 Apnl 2012
The results were a below median performance and
accordingly none of the 2009 awards vested

The PSP awards granted in 2010, were measured by New
Bridge Street on 25 February 2013 and resulted in a partial
vesting of 65 9% of the 2010 share awards granted

2. Long-Term Incentive Plan (“LTIP”)
The LTIP 1s intended to link key executives’ remuneration to
the long-term success and performance of the Group

The LTIP 15 a performance-linked plan with an incentive pool,
which 1s calculated using the sum of the Group’s after tax
operating income after deducting a charge for the after tax cost
of caputal, which for 2012 15 a rate of 7% on average
shareholders’' funds Determination of the incentive pool
incorporates two components, the first being 2% of the
absolute value added, and the second being 5% of the
incremental value added These performance conditions align
the interests of the executives with those of the Group and its
shareholders and will only produce value to the participants if
value 15 created for the Group

Awards are determined for each participant at the begmning of
a three year performance cycle and are settled at the end of
each cycle erther in shares or in cash The award for each
participant 15 calculated as a percentage of the incentive pool
resulting from the performance of the business over the
performance cycle, as deterrmined by the Commitiee

The pool available for distribution was £5 7m at 31
December 2012 compared to £14m at 31 December 2011
The aggregate amount of the pool distnbutable to
participants for 2012 was £3 8m (2011 — £1 3m)

Following vesting, the amount payable under any single award
may not exceed a certain multiple of the base annual salary of
each participant The maximum award fevels under the LTIP
rules as a muliple of base salaries are 3 5 times annual salary
for Denris Proctor and 1 75 times annual salary for Peter Rose

3 Executive Share Option Plan

The Group operated an Executive Share Option Plan
(“ESOP”) between 2001 and 2008 to prowide long-term
centives for executive Directors and executives of the
Group From 2009, executive Directors are granted share-
based awards under the PSP in place of grants under the
ESOP No further grants will be made under the ESOP

Directors’ Shareholding Requirements

In order to align the interests of the executive Directors with
that of shareholders, each executive Director 1s required to
build up and maintain a holding in the Company’s shares
with a market value equivalent to not less than one times
their annual salary

Performance Graph

The graph below compares the total shareholder return for
an investment in Hunting PLC Ordinary shares, with the
return for the same investment in the Dow Jones US Oil
Equipment and Services and D} Stoxx TM Gl Equipment,
Services and Distrnbution indices commencing on

31 December 2007

Total shareholder return performance of Hunting PLC vs DJGL US O1l Equipment & Services and Stoxx TM Oil

Equipment, Services & Distribution Indices

(TSR rebased to 100 at December 2007 and measured on a 3-month average basis in Local Currency)

140

70

0
2007 2008 2009 2010 2011

s Hunting PLC ===D]GL US O1l Equipment & Services

2012

= Stoxx TM Oil Equipment, Services & Distribution

Source Datastream

In the opinion of the Directors, the Dow Jones US O1l Equipment and Services and D] Stoxx TM Oil Equipment, Services and
Distnibution indsces are the most appropriate indices against which the shareholder return of the Company’s shares should be
compared because they comprise other companies in the oil and gas services sector, In addition to being the comparator

group for the Group’s Performance Share Plan




e




Hunting PLC Annual Report 2012

Director Service Contracts

Executive Directors

The Company’s policy on executive Directors’ contracts 15 to comply with guidance contained in the UK Corporate
Governance Code

All Directors’ Service Contracts are rolling one year agreements and contain standard provisions allowing the Company to
terminate summanly for cause, such as gross misconduct

Denrus Proctor entered into an Employment Agreement with Hunting Energy Services Inc, a wholly-owned subsidiary of the
Group, on 7 February 2001 This Agreement 1s governed by the laws of the US State of Delaware Under the terms of the
Agreement both Hunting Energy Services Inc and Dennis Proctor are required to give one year's notice of termination

The Agreement contains a pay in ieu of notice clause, which provides for payment of base salary, performance bonus and
vacation pay based on an annual entitlemment of four weeks There are special provisions on a change of control These
provide for payment of one year's base salary together with an amount equal to the average performance bonus paid of the
previous two years In additton, Dennis Proctor would be entitled to continue to participate in the Group insurance
programmes for one year following the change of contro! and, unless otherwise provided in the relevant option agreement, all
share-based awards granted to him will vest at the date of the change of control

Peter Rose entered into a Service Agreement with the Company on 23 April 2008 Under the terms of the Service Agreement
both the Company and the Director are required to give one year’s notice of termination The Company reserves the right to
pay Peter Rose in lieu of notice (whether given by the Company or by him) which comprises his salary and bonus The
Company also has the option to put Peter Rose on paid leave of absence following payment of a sum equivalent to salary and
bonus {based on the previous twelve month period), subject to him complying with the terms of his Service Agreement These
conditions also apply on termination following a change of control In addition, Peter Rose would be entitled to an acceleration
of all share-based awards which would immediately vest at the date of the change of control

The Company has authonsed the executive Directors to undertake non-executive directorships outside of the Group provided
these do not interfere with their primary duties During the year neither Denmis Proctor nor Peter Rose held any extemal posttions

Non-executive Directors

Non-executive Directors are initially appointed for a fixed term of three years and thereafter, subject to approval of the Board,
for a further three year term On 29 August 2012 John Hofmeister and John Nicholas were both reappointed for a second
three year term, following a recommendation from the Normnation Committee

In the event of early termination by the Company, the independent non-executive Directors are not entitled to recewve
compensation for loss of office Ther letters of appointment are available for inspection by shareholders during normal
business hours at the Company’s registered office or at the Annual General Meeting

Date of first appointment or Unexpired term from
Non-executive Drrectlor subsequent rcapposntment Term of appointment 7 March 2013
John Hofmeister 29 August 2012 Three years 30 months
John Nicholas 29 August 2012 Three years 30 months
Andrew Szescila 16 September 2011 Three years 18 months

Non-executive Director fees are determined by the Board as a whole on recommendation of the executive Directors following
receipt of external salary information and an assessment of the ime commitment and responsibilities involved Fees are
reviewed annually in December each year The non-executive Directors do not participate in the Group’s share plans or
receive any other benefits

The table below shows fees payable to non-executive Directors for the year to 31 December 2012 as well as fees applying from
1 January 2013

2012 2013
Annual fee £60,000 £60,000
Additional fees per annum
Senor Independent Director £10000  £10,000

Committee Chairman (Audit and Remuneration) £10,000 £10,000
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Remuneration Committee Report continued

In 2011, Richard Runting, the Company’s Chairman, moved from an executive 10 a non-executive Director role Mr Hunting was
appointed for a fixed term of three years and his letter of appomtment contains details of his remuneratton and expected time
commitments As at 7 March 2013, Mr Hunting's unexplrecrt?erm was 17 months The appontment can be terminated by the
Company of Mr Hunting with esther party giving three months’ notice Mr Hunting’s remuneration was reviewed by the Board in
December 2012 and, following advice from New Bridge Street, his annual fee from 1 January 2013 was unchanged at £193,500
The advice received included benchmarked data on fees and benefits comparing companies of a smilar size and profile to
Hunting PLC

Emoluments (audited)
Emoluments received by each Director dunng the year were as follows

Salary and Annual 2012 20m
Fees Bonus Benefits Total Total
£000 £000 £000 £000 £000
Non-executive Chairman
Richard Hunting* 194 - - 194 229
Executives
Dennis Proctor 468 702 37 1,207 1,355
Peter Rose 233 300 21 554 51
Non-executives
David Barr (to 8 April 2011} - - - - 14
George Helland (tc 30 September 2011) - - - - 42
John Hofmeister 70 - - 70 53
John Nicholas 70 - - 70 56
Andrew Szescila (from 16 September 2011) 70 - - 70 16
Total remuneration 1,105 1,002 5B 2,165 2,271

*  Richard Hunting’s 2011 emoluments included salary of £112,895 and benefits of £29,642 relating to the period 1 January 2011 to 31 July 2011 as executive Chairman
and fees of £80,625 from 1 August 2011 to 31 December 2011 as non-executive Charman

Salary and Annual 2012 20m

fees honus Bencefits Total Total

Analysed as £000 £000 £000 £000 £000

Executive Dhrectors 701 1,002 58 1,761 2,009

Non-executive Directors 404 - - 404 262

Total remuneration 1,105 1,002 58 2,165 2,271
Denris Proctor’s remuneration 15 paid in US dollars as follows

Annual

Salary bonus Benefits Total

Analysed as US$000 Us$ooD US$000 US5000

2012 742 1,113 57 1,912

201 710 1,420 42 2,172

Benefits include the provision of a company car and fuel benefits, subscriptions, health cover, Ife and disability insurance

The emoluments for George Helland shown i the table above are to the date of his retirement from the Board In the case of
David Barr, his emoluments are from the date of his appointment on 1 January 2011 up to the date of his resignation from the
Board on 8 April 2011




Directors’ Share Interests (audited)

The nterests of the Directors in the ssued Ordinary shares in the Company are as follows

At31 December2012
(or cessation date}
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At 31 December 2011
{or cessation date)

Non-executive Charrman
Richard Hunting
as trustee
as director of Hunting Investments Limited

Executives
Dennis Proctor
Peter Rose

Non-executives

George Helland (as at 30 September 2011)
John Hofmeister

John Nicholas

Andrew Szescila

678,306 743,306
1,105,339 1,105,339
10,884,743 10,884,743
1,220,472 1,075,144
43,196 38,196

- 18,750

5,000 5,000
5000 5,000
5,000 -

On 5 March 2013, the Company was notified that Richard Hunting’s interest as trustee had reduced to 1,086,439 Ordinary
shares The market price of the Ordinary shares at 31 December 2012 was 790 5p The highest and lowest mid-market prices

during the year were 968 Op and 688 Op respectively

Directors’ Options and Awards over Ordmary Shares (audited)

The interests of executive Directors over Ordinary shares of the Company under the Executive Share Option Plan (“ESOP*)

and the Performance Share Plan (“PSP*} are set out below

The vesting of options and awards are subject to performance conditions set out within the remuneration policy statement on

pages 45 and 46

Optrons/ Options/ Optrens/ Interests Date from

Interests at awards awards awards at31 which

1January  grantedin exercised in lapsed December Exerase  exercisable/
2012 year year nyear 2012 pricep vesting  Expiry date Scheme
Dennis Proctor 181,622 -~ (181,622) - - 1674 150405 140412 ESOP
309,705 - - - 309,705’ 1169 310307 300314 ESOP
171,742 - - - 171,742 2207 090308 0B0315 ESOP
104,178 - - - 104,178 3830 080309 070316 ESOP
64,688 - - - 64,688 6400 060310 050317 ESOP
55,449 - - - 55449 7845 040311 030318 ESOP
38,863 - - (38,863) - ni 280412 - Psp
70,751 - - - 70,751 nl 260213 - PSP
57,295 - - - 57,295" ml 250214 - PSP
- 52103 - - 52103 ml 170415 - PSP
Peter Rose 29,454 - - - 29,454 2207 090303 080315 ESOP
18,277 - - - 18277 3830 080309 070316 ESOP
15,000 - - — 15000* 6400 060310 050317 ESOP
21,670 - - - 21,6700 7845 040311 030318 ESOP
15,000 - ~ (15,0000 - ml 280412 - PSP
29,129 - - - 29129 ml o 260213 - PSP
23,241 - - - 232941 ml 250214 24022 PSP
- 20953 - - 20,953 nl 170415 160422 PSP

+ Vested and currently exercisable
A Not yet vested/exercisable
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Under the PSP scheme rules, awards may be granted as share awards or share options In 2012, Dennis Proctor was granted
52,103 ml cost share awards and Peter Rose was granted 20,953 nil cost options

Dennis Proctor exercised 181,622 options on 8 March 2012 The share price on the date of exercise was 856p, representing a
notional gain of £1,250,649

In 2012 the awards under the PSP made to the executive Directors in 2009 falled to pass the plans' performance conditions
Accordingly none of the 2009 PSP awards vested

The measurement of the performance conditions for the PSP awards granted in 2010 resulted in a 65 9% partal vesting On 7
March 2013, 46,625 shares vested to Dennis Proctor and 19,196 shares vested to Peter Rose from the awards granted in 2010

Directors” Awards Under the Long-Term Incentive Plan (audited)

Interest in three ycar Interest in three year Interest in three year
performance cycle awarded performance cycle awarded performance cycle awarded
February 2010 and vesting February 2011 and vesting March 2012 and vesting  Value of award in respect of three
31 December 2012 31 December 2013 31 December 2014 year performance cycle vested
{at1 January 2012) {at 1 January 2012) {at 1 January 2012 31 December 2012
Denmis Proctor 35% 35% 35% £1,638,272
Peter Rose 15% 15% 15% £407,925

Executive Directors and some senior executives are invited to participate in the Company’s LTIP, with all awards subject to the
performance conditions outlined on page 46 Awards are settled at tﬁe end of each performance cycle iy cash or shares The
determination of whether to deliver benefits under the LTIP in cash or shares is not made until after the awards vest This apphed
to the performance cycle that vested on 31 December 2011 with Denrs Proctor receving 63,706 shares and Peter Rose
receiving 27,302 shares

The mid-market price of an Ordinary share on 25 February 2010, the date of the award, for the cycle vested 31 December 2012
was 579 5p and the price on the date of vesting, 31 December 2012, was 790 5p

The mid-market price of an Ordinary share on the date of the most recent LTIP award, 8 March 2012, was 856 Op

Pensions (audited)

Peter Rose and Richard Hunting are members of the Hunting Pension Scheme (the “Scheme”), which 15 a defined benefit pension
scheme The retirement age for the Directors under the Scheme 15 60 and they are entitled to, subject to certain mits, a pension
of up to two thirds of final salary Pensionable salary 1s the annual salary less an amount equal to the State Lower Earnings Limit

Richard Hunting contributed 8 5% of his pensionable salary up until his Scheme retirement date of 31 July 2006 Peter Rose
contributes a simular proportion of his salary to the Scheme The Scheme provides all members a lump sum death in service
benefit of four umes base salary and a spouse’s pension of two thirds of the member’s pension on the member’s death Bonuses
and benefits do not qualify as pensionable salary

Dennis Proctor ts a member of a deferred compensation scheme in the US, which 1s a defined benefit pension scheme In 2012,
the Company contnbuted £110,866 (2011 — £91,622) He also participates in a US 401K Tax Deferred Savings Plan and in 2012
the Company contnbuted £9,463 2011 — £9,162)

Directors’ Pension Benefits (audited)
Set out below are details of the penston benefits to which each of the Directors 15 entitled

Increase Increase

Total accrued n accrued inacoryed  Transfer value  Total acerued

Pensionable pensionat  pensionduring  pension during of increase penston at

service at 31 December 2012 including 2012 exdluding  less Diwectors 31 December

31 December Normeal 201 inflation inflation contributions 2012

Name of Director 2012 retrernent age Accrual rate £000 pa £000 pa £000 pa £O00 £000 pa
Richard Hunting 35 years 60 1/50th 132 nl nil il 127

Peter Rose 199 years 60 1/50th 81 nil 4 214 85
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Transfer value at Transfer valve at Difference in transfer values

31 December 2012 31 Decernber 2011 less Directors’ contributions

Name of Director £000 £000 £000
Richard Hunting 3,618 3,746 {128)
Peter Rose 2,566 2,628 87

Notes

1 The total accrued pension shown 1s that which would be paid annually on retirement for Iife based on service to 31 December 2012 Peter Rose’s accrued pension at
31 December 2012 includes a temporary pension of just over £5,000 per annum

n  The transfer vakies at 31 Decermnber 2012 have been based on estmated insurance company pricing terms, reflecting the fact that most of the benefits are covered by
insurance pohicies

w  Richard Hunting’s normal retirement date was 31 July 2006 No further benefits have accrued to him since that date The pension figure at 31 December 2012 shown

above 15 his pensian in payment The year-end transfer value reflects only the value of the pension shown above and does not include the value of any benefits he
received dunng the year

The information starting on page 44 and ending on page 48 of this report 1s not audited and the information starting on page
48 and ending on page 51 1s audited

By Order of the Board
Andrew Szescila

Chairman of the Remuneration Committee
7 March 2013
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Audit Committee Report

“The work of Hunting’s Audit
Committee follows best
practice guidefines issued by
the Financial Reporting
Counail and adopts an annual
programme of work covening
the recommended aspects
of monitoning and review.,
During the year, the
commuttee met four times,
recetved and reviewed reports
from management, met with
the Company’s external and
internal auditors, reviewing
detailed reports on therr
respective activities and
monitored the internal controls
active across the Group”

John Nicholas, Audit Committee
Chairman

Composition and Frequency of Meetings

The commuttee compnises the independent non-executive
Directors of the Company John Nicholas committee
chairman), John Hofmeuster and Andrew Szescila Mr Nicholas
has recent and relevant financral expenence, details of which
can be found in his biographical summary set out on page 35

The committee met four times during the year and operates
under written terms of reference approved by the Board,
which are published on the Company’s website The
committee normally meets in March, Apnl {to concide with
the Annual General Meeting of the Company), August and
December and the attendance of committee members
during the year 1s noted on page 41 The Chairman, Chref
Executive, Finance Director, internal and the external auditors
are normally invited to attend meetings During the year, the
commuttee reviewed its effectiveness and the committee
Chairman reported these findings to the Board

Responsibilities

The responsibilities of the Audit Commuttee include to

* monttor and review reports from the executive Directors,
including the Group's financial statements and Stock
Exchange announcements,

+ monitor and review the Group’s systems of internal control,

s review reports from the Group’s external auditors,

* review reports from the Group’s internal auditors including
details of the internal audit programme and 1its scope,

* monitor any corporate governance and accounting
developments,

« monitor the Group's bribery act comphance procedures,

* consider and recommend to the Board the reappointment
of the external auditor,

* agree the scope and fees of the external audit,

* monitor and approve engagements of the external auditor
to provide non-audit services to the Group,

* review of the external auditor’s independence and
effectiveness of the audit process and assess the level
and quality of service in relation to fees paid

Traimng

During the year, the commutiee received presentations on
accounting and governance developments pertinent to the
Company's listed status

External Audit

The external auditors present reports at the March, April,
August and December meetings for consideration by the
commuttee In March, a full year report 1s considered ahead

of the publication of the Company’s annual results, in Apnl an
internal control report 15 presented following the year end
audit, and in August an mtenm report 1s presented which
includes the proposed full year audit scope and fee The Audtt
Commuttee considers the reappontment of the auditors annually
in August and makes a recommendation to the Board The
commuttee normally meets with the auditors without executive
Drwrectors present at the end of each formal meeting




The external auditors’ full year report includes a staternent on
their independence, their ability to remain objective and to
undertake an effective audit The commuittee considers and
assesses this independence statement on behalf of the Board
taking into account the leve! of fees paid particularly for
non-audit services The commuttee considers the effectiveness
of the audit by reviewing and taking account of Financial
Reporting Council reports on the auditors, input from
executive management, consideration of responses to
questtons from the audit commuittee and the audit findings
reported to the commuittee

PncewaterhouseCocpers LLP and its predecessor firms
have been the Group’s auditors for many years The Audht
Commuttee 1s satishied with therr effectiveness and ther
independence and has not considered 1t necessary to
require an independent tender process

Duning the year, the Company engaged the services of Deloitte,
KPMG and Emst and Young to undertake non-audt assignments
in order to reduce relliance on PricewaterhouseCoopers LLP for
the provision of non-audit services

The committee closely monitors fees paid to the auditors in
respect of non-audit services, which are analysed within note
8 on page 70 In 2012, fees for non-audit services totalled
£11m and included taxation services amounting to £0 9m
and other services £0 2m The scope and extent of non-audit
work undertaken by the external auditor 1s monitored by,
and, above certamn thresholds, requires prior approval from
the commuittee to ensure that the provision of such services
does not impair their independence or objectivity

The Board received copies of all reports subrmitted to the
Audit Committee

Internal Audit

The Audt Commuttee receives reports from the Internal
Audit department and reviews the internal audit process and
effectiveness, as part of the Group’s internal audit and risk
assessment programme  An annual programme of internal
audit assignments 1s reviewed by the Audit Committee, in
addition to progress on improving the control environment
across the Group

Internal Controls

The Group has established an internal control environment
which was in operation throughout the year The Audit
Committee monitors these arrangements on behalf of the
Board, which includes a report submitted three times a year on
the principal risks facing the Group and the rmitigating controls
against those identified key nisks The Group level report 1s
based on submissions from all subsidiaries of the Company
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All subsidiaries undertake formal self-assessment risk reviews

a mmimum of three times a year on their internal control
environment These: reviews are available to the Audit Committee
and encompass the dentification of the key business, financial,
complance and operational nsks facing each unit, together
with an assessment of the controls in p%ace for managing and
mitigating these risks Additionally, nsks are evaluated for ther
potential impact on the business

Bribery Act Comphance

In comphiance with the UK Bnbery Act, Hunting has procedures
in place including the publication of Bribery and Corruption
policies and detailed guidelines on interacting with customers,
supphers and agents, including specific pohcies for gifts,
entertainment and hospitality Senior managers across the
Group are required to report ther compliance activities
including an evaluation of risk areas The Group has completed
a screening exercise to determine refevant employees who
face a heightened risk of bribery with all relevant personnel
completing a formal traiming and compliance course, in hne
with the Group’s procedures The Audit Committee reviews
the compliance procedures related to the Bribery Act at its
April and December meetings, which incorporate a risk
assessment completed by each business unit and gifts and
entertainment disclosures made duning the reporting penod
The Group’s internal audit function reviews local comﬁhance
to the Bribery Act and provides recommendations to the Audit
Committee where appropriate

Code of Conduct

The Group’s Code of Conduct contains policies and
procedures covering how the Group conducts business and
maintains its relationshtps with business partners The Code
of Conduct 1s avalable on the Group’s website

Whistleblowing

The Senior Independent Director, John Hofmeister, s the
pnma?r omt of contact for staff of the Company to raise,
in confidence, concerns they may have over possible
improprieties, financial or otherwise All employees have
been notified of this arrangement through the corporate
magazine, Group notice boards and the Group’s website

John Nicholas
Chairman of the Audit Commuttee
7 March 2013
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Report of the Auditors

Independent Auditors’ Report to the Members of Hunting PLC
We have audited the financial statements of Hunting PLC for
the year ended 31 December 2012 which compnise the
Consolidated Income Statement, Consolidated Statement of
Comprehensive Income, Consolidated Balance Sheet,
Company Bafance Sheet, Consalidated Statement of Changes
in Equity, Company Statement of Changes in Equity,
Consolidated and Company Statement of Cash Flows and the
related notes The financial reporting framewaork that has been
apphed in their preparation 1s applicable law and International
Financial Reporting Standards (“IFRSs”), as adopted by the
European Union and, as regards the parent company financial
statements, as applied in accordance with the provisions of the
Companies Act 2006

Respective Responsibilities of Directors and Auditors

As explained more fully 1n the Statement of Directors’
Responstbilities set out on page 43, the Directors are
respansible for the preparation of the financial statements and
for being satisfied that they give a true and farr view Our
responstbility 1s to audit and express an opinion on the
financial statements in accordance with applcable law and
International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

Thus report, including the opimions, has been prepared for and
cnly for the Company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for
no ather purpose We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other
person to whom this report 1s shown or into whose hands it
may come save where expressly agreed by our pnor consent
In writing

Scope of the Audit of the Financial Statements

An audit mvolves obtaining evidence about the amounts and
disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free
from matenal misstaterment, whether caused by fraud or error
This includes an assessment of whether the accounting
policies are appropriate to the Group’s and the parent
Company’s circumstances and have been consistently apphed
and adequately disclosed, the reasonableness of significant
accounting estimtates made by the Directors, and the overall
presentation of the financial statements In addition, we read
all the financial and non-financial information 1n the Annual
Report to identify matertal inconsistencies with the audited
financial statements If we become aware of any apparent
material nusstatements or inconsistencies we consider the
tmphications for our report

Opinion on Financial Statements

In our opinion

¢ the financial statements give a true and fair view of the state
of the Group’s and of the parent Company’s affairs as at
31 December 2012 and of the Group’s profit and Group's
and parent Company’s cash flows for the year then ended,

* the Group financial statements have been properly
prepared in accordance with IFRSs as adopted by the
European Union,

* the parent Company financial statements have been
properly prepared in accordance with IFRSs, as adopted by
the European Union and as applied in accordance with the
provistons of the Comparses Act 2006, and

= the financial statements have been prepared n accordance
with the requirements of the Companies Act 2006 and, as
regards the Group financial statements, Article 4 of the IAS
Regulation

Opmnion on Other Matters Prescribed by the Companies

Act 2006

In our opinion

» the part of the Remuneration Committee Report to be
audtted has been properly prepared in accordance with the
Compames Act 2006, and

» the information given in the Report of the Drrectors for the
financial year for which the financial statements are
prepared 1s consistent with the financial statements

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

you if, in our opinion

= adequate accounting records have not been kept by the
parent Company, or returns adequate for our audit have not
been received from branches not visited by us, or

e the parent Company financal statements and the part of
the Remuneration Commuttee Report to be audited are not
in agreement with the accounting records and returns, or

* certain disclosures of Directors” remuneration specified by
law are not made, or

e we have not received all the information and explanations
we require for our audit

Linder the Listing Rules we are required to review

e the Directors’ statement, set out on pages 38 and 39, in
relation to going concern,

¢ the parts of the Corporate Governance Report relating to
the Company’s compliance with the nine provisions of the
UK Corporate Governance Code specified for our review,
and

» certain efements of the report to shareholders by the Board
on Drrectors” remuneration

Charles van den Arend

{Sentor Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Audhitors
London

7 March 2013




Hunting PLC Annual Report 2012 BB

Consolidated Income Statement
For the Year ended 31 December 2012

2012 20M1
Before Amortsation Before  Amortsation
amorbsation and amartisation and
and  exceptional and  exceptional
excephiohal terns exceptional iterns
items {nole 7} Total items. {note 7} Total
Notes Em £m £m Em im im
Revenue 4 8258 - 8258 608 8 - 608 8
Cost of sales (562 2) (148 (5770) {4282 (139 (4421)
Gross profit 2636 (14 8) 248 8 180 6 (139 1667
Other operating income 5 40 11 51 33 - 33
Operahing expenses 6 (1388) (292) (1680} (1029 (261) (1290
Profit from continuing operations 8 128 8 (42 9 859 8i0 400 110
Finance income 1] 17 - 17 35 - 35
finance expense 11 79 - (79 (57) (10 67)
Share of associates’ post-tax profits 10 - 10 10 - 10
Profit before tax from continuing operatrons 123 6 (42 9) 807 798 410) 388
Taxation 12 (34 6) 167 {17 9) {22 5) 152 {73
Profit for the year from continming operations 890 (26 2) 628 573 (25 8) 315
Profit for the year from discontinued operations 13 - 692 692 07 500 507
Profit for the year 890 43.0 1320 58 0 24.2 822
Profit attributable to
Owners of the parent 35 859 430 1289 549 242 791
Non-controlling interests 31 - 31 31 - 31
890 430 1320 58 0 242 822
Earnings per share
Basic  —from continuing operations 14 58 9p 40 9p 396p 207p
— from discontinued operations 14 - 47 5p 05p 370p
Group total 58 9p 88.4p 40 1p 57 7p
Diluted — from continuing operations 14 57 5p 40 0p 387p 203p
- from discontinued operations 14 — 46 3p 0 5p 36 2p

Group total 57 5p 863p 392p 56 5p
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Consolidated Statement of Comprehensive Income
For the Year ended 31 December 2012

2012

20m

Notes Em im
Comprehensive income
Profit for the year 1320 822
Components of other comprehensive income after tax
ltems that may be reclassified subsequently to profit or loss
Exchange adjustments (27 4) 66
Fair value gains and losses
~ gain on avallable for sale financial investment ansing during the year 34 - 353
— gains transferred to iIncome statement on redemption of available for sale financial investment 34 - (532
— gains ongmating on cash flow hedges anising during the year 34 04 40
— losses transferred to income statement on disposal of cash flow hedges - 08
— gans transferred to goodwill on disposal of cash flow hedges - {5 5)
(270) (120}
ftems that have been reclassified to profit or loss
Release of foreign exchange adjustments on disposal of subsidiary 34 23 -
fterns that will not be reclassified to profit or loss
Actuanal losses on defined benefit pension schemes 35 {10) (13
Other comprehensive expense after tax (30 3) {133)
Total comprehensive income for the year 1017 689
Total comprehensive income attnbutable to
Owners of the parent 98 7 651
Non-controlling interests 30 38
1017 689
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Consolidated Balance Sheet
At 31 December 2012

Restated
2012 20m
Notes £m fm
ASSETS
Non-current assets
Property, plant and equipment 15 248 5 2312
Goodwill 16 3045 3179
Other intangible assets 17 1852 2208
Investments tn associates 68 59
investments 18 40 02
Retirement benefit assets 32 60 48
Trade and other recervables 20 37 22
Deferred tax assets 21 72 49
7659 7879
Current assets
Inventonies 22 2406 2310
Trade and other receivables 20 1710 174 2
Current tax assets 65 64
Investments 18 32 24
Cash and cash equivalents 23 1017 688
Assets classified as held for sale - 136
5230 496 4
LIABILITIES
Current lilabiliies
Trade and other payables 24 1327 146 8
Current tax habilities 108 253
Borrowings 25 813 43 2
Provisions 27 125 423
Liabiltties classified as held for sale - 85
23713 2661
Net current assets 2857 2303
Non-current habilities
Borrowngs 25 1874 248 3
Deferred tax habilities 21 257 197
Provisions 27 171 182
Other payables 24 76 -
2378 286 2
Net assets 8138 7320
Equity attnbutable to owners of the parent
Share capital 33 368 366
Share premium 33 885 871
Other components of equity 34 127 411
Retained earmings 35 6575 550 4
7955 7152
Non-controlling interests 183 168
Total equity 813 8 7320

The notes on pages 62 to 115 are an integral part of these consolidated financial statements The financial statements on pages 55
to 115 were approved by the Board of Directars on 7 March 2013 and were signed on 1ts behalf by

Denmis Proctor A Peter Rose
Director Director Registered number 974568
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Company Balance Sheet
At 31 December 2012
202 2011
Notes £m fm
ASSETS
Non-current assets
Investments i subsidiaries 19 3079 3124
Other investments 18 02 -
Other receivables 20 119 266
3200 3390
Current assets
Other receivables 20 197 87
Current tax asset 50 73
Cash and cash equivalents 23 14 07
261 167
LIABILITIES
Current labilities
Other payables 24 74 93
Borrowings 25 30 01
Provisions 02 -
106 94
Net current assets 155 73
Non-current liabilities
Other payables 24 41 -
Borrowings 25 537 715
Deferred tax liabilities 21 01 11
Provistons 04 -
583 726
Net assets 27712 2737
Equity attributable to owners of the parent
Share capital 33 368 366
Share premium 33 885 871
Other components of equity 34 78 70
Retained earnings 35 1441 1430
Total equity 2772 2737

The notes on pages 62 to 115 are an integral part of these consolidated financial statements The financial statements on pages 55
to 115 were approved by the Board of Directors on 7 March 2013 and were signed on its behalf by

o A= W

Dennis Proctor Peter Rose
Director Darector Registered number 974568
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Year ended 31 December 2012

Other Non
Share Share components Retamed controlling Total
capital premium of equity earnings Total interests equity
Notes £fm fm £m £m £m £m Em
At 1 January 366 871 411 5504 7152 16 8 7320
Profit for the year - - - 1289 1289 31 1320
Other comprehensive expense - - (29 2) 10) (30 2) on (303)
Total comprehensive {expense) iIncome - - (292) 1279 98 7 30 1m7
Transactions with owners
Dvidends - - - (22 6) (22 6) 15 (24 1)
Shares 1ssued
— share option schemes and awards 33 02 14 - - 16 - 16
Treasury shares
- purchase of treasury shares 35 - - - {0 8) (08 - (08)
Share options and awards
- value of employee services - - 25 - 25 - 25
— discharge - - (17 28 11 - 11
—taxation - - - (0 2) 02} - 02
Total transactions with owners 02 14 o8 (20 8) (18 4) (15) (199)
At 31 December 368 88 5 127 6575 7955 18 3 8138
Year ended 31 December 2011
Other Non
Share Share  components Retained contolling Totaf
capital peemium of equity earnings Total nterests equity
Notes £m £m £m im £m £m £m
At 1 January 331 858 522 4093 5804 14 2 594 6
Profit for the year - - - 791 791 31 822
Other comprehensive income (expense) - - (127 (13} (14 0) 07 (13 3)
Total comprehensive (expense) income - - 127 778 651 38 689
Transactions with owners
Dvidends - - - (16 8) {16 8) (12 (180)
Shares 15s5ued
— share option schemes and awards 33 02 i3 - - 15 - 15
— share placing 33 - 821 - 854 - 854
— share placing costs - - (19 - {19 - 19
Treasury shares
— purchase of treasury shares 35 - - - amn an - (11
— disposal of treasury shares 35 - - - 02 02 - 02
Share options and awards
—value of employee services - - 22 - 22 - 22
— discharge - - (0 6) 06 - - -
- taxation - - - 02 02 - 02
Transfer between reserves - - {80 2) 802 - - -
Total transactions with owners 35 13 16 633 697 (12) 68 5
At 31 December 366 871 411 5504 7152 16 8 7320




60

Hunting PLC Annual Report 2012

Company Statement of Changes in Equity

Year ended 31 December 2012

Other

Share Share components Retained
capital premium of equity eamings Total
Notes £m £m £m £m Em
At 1 January 366 871 70 143 0 2737
Profit for the year - - - 217 217
Transactions with owners
Dividends 37 - - - (22 6) (22 6)
Shares 1ssued
~ share option schemes and awards 33 02 14 - - 16
Treasury shares
— purchase of treasury shares 35 - - - ©8) @8
Share options and awards
— value of employee services - - 25 - 25
— discharge - - 17) 28 11
Total transactions with owners 02 14 08 (20 6) (18 2)
At 31 December 368 885 78 144 1 2772
Year ended 31 Decernber 2011
Other
Share Share  components Retaned
capital premium of equity eamings Total
Notes. £m im £m £m

At 1 January 331 858 56 840 2085
Loss for the year - - - 4n 41
Transactions with owners
Dividends 37 - - - (16 8} {16 8)
Shares 1ssued
— share option schemes and awards 33 02 13 - - 15
— share placing 33 - 821 - 854
— share placing costs - - 19 - (19
Treasury shares
— purchase of treasury shares 35 - - - an (an
— disposal of treasury shares 35 - - - 02 02
Share options and awards
—value of employee services - - 22 - 22
— discharge - - 06 06 -
Other - - (0 2} - o
Transfer between reserves - - (80 2} 802 -
Total transactions with owners 35 13 14 631 693
At 31 December 366 871 70 1430 2737




Hunting PLC Annual Report 2012

Consolidated and Company Statement of Cash Flows
For the Year ended 31 December 2012

Group Company
2012 201 2012 2011
Notes. £m £m im fm
Operating activities
Continuing operations
Profit (loss) from operations 859 10 71 50
Depreciation, amortisation and impairment 588 362 38 -
Profit on disposal of subsidianes - - (35) -
Loss on disposal of praperty, plant and equipment 8 30 14 - -
Proceeds from disposal of property, plant and equipment held for rental 31 31 - -
Purchase of property, plant and equipment held for rental (170) 202 - -
Increase in Inventornes (17 4) 141 - -
Decrease (increase) in recevables 76 (38 0) (11 3} 62
(Decrease) increase in payables 12 334 27 75
Increase (decrease} in provisions 22 on 06 -
Taxation paid (151) (15 5) 0 3) 33
Other non-cash flow iterns ] 11 28 27
Discontinued operations - 20 - -
Net cash inflow (outflow) from operating activities 104 8 303 19 44
Investing activities
Continuing operations
Interest receved 13 23 06 08
Diwvidends received from subsidiaries - - 167 04
Dividends received from associates 11 01 23 - -
Purchase of subsidianies 42 {22) (593 6) - -
Net cash acquired with subsidiaries - 269 - -
Proceeds from disposal of subsidiaries 13 31 875 31 -
Indemnity receipts in respect of disposed subsidianies i3 172 - - -
Net movement on loans to and from associates 41 07 (tn - -
Proceeds from disposal of property, plant and equipment 02 17 - -
Purchase of property, plant and equipment (44 6) {37 8) - -
Purchase of intangibles (15) 03) - -
(Purchase) receipt of bank deposit investments {0 8) ot - -
Discontinued operations - 02 - -
Net cash (outflow) inflow from investing activities 279 (118) 204 12
Financing activities
Continuing operations
Interest and bank fees paid (6 5 99) a2z (19
Equity dividends paid 37 (22 6} (16 8) (22 6) (16 8
Non-controlling interest dividend paid (15 12 - -
Share capital 1ssued 16 868 16 868
Costs of share 1ssue - {19) (19)
Purchase of treasury shares (08) an {0 8) {11)
Loan 1ssued - - - (16 4)
Loan 1ssued repard - - 16 4 -
Proceeds from new borrowings 45 2667 - 164
Repayment of borrowings (56 9) {16 3) (16 4) (28 4)
Net cash {(outflow} inflow from financing activities 822y 3063 (230 367
Net cash {outiflow) inflow in cash and cash equivalents B3 (1752 07N 335
Cash and cash equivalents at the beginning of the year 351 2120 06 (329
Effect of foreign exchange rates (0 8} 02 - -
Classified as held for sale - (19 - -
Cash and cash equivalents at the end of the year 290 351 {0 1) 06
Cash and cash equivalents and bank overdrafts at the end of the year comprise
Cash and cash equivalents 23 107 68 8 14 07
Bank overdrafts included in borrowings 25 (727) (337) (15 1)

290 351 (01) 06
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Notes to the Financial Statements

1 Basis of Preparation

The financial statements have been prepared in accordance with the Companies Act 2006 and those International Financial
Reporting Standards (“IFRS") as adopted by the European Union and IFRIC Interpretations The financial statements have been
prepared on a going concern basis under the historical cost convention as modified by the revaluation of available for sale
financial assets and those financial assets and financial habilities held at fair value through profit or loss

As permutted under IFRS 3, the balance sheet at 31 December 2011 has been restated to recognise addihonal goodwill of £1 4m
and a reduction in inventanes of £1 4m on the acquisition of Hunting Titan on 16 September 2011 The balance sheet at
1 January 2011 has not been presented, as there was no impact on the previous year's numbers from this adjustment

The 2011 Conschdated Balance Sheet deferred tax assets and deferred tax habilities have been restated to offset balances where
there 1s a legally enforceable right to offset The balance sheet at 1 January 2011 has not been presented as the figures previously
reported for deferred tax assets and deferred tax habilities do not require adjustment

In addition, the current tax assets and current tax habilibes have been restated in the 2011 Consolidated Balance Sheet to reflect
the underlying position within each tax junisdiction The balance sheet at 1 January 2011 has not been presented, as the figures
previously reported for the current tax assets and current tax habilities do not require adjustment

Where a change m the presentational format between the pror year and current year financial statements has been made dunng
the period, comparative figures have been restated accordingly

The principal accounting policies apphed in the preparation of these financial statements are set out in note 45 These policies
have been consistently applied to all the years presented

Adoption of New Standards, Amendments and Interpretations
There are na new IFRSs or IFRIC mterpretations that are effective for the first ime for the financial year beginning 1 January 2012
that have a matenial impact on the Group’s financial performance or position

The Group has early adopted the amendment to IAS T — Presentation of items of Other Comprehensive Income, 1ssued June
2011 The presentation of items n the consolidated statemrent of comprehensive income has been altered to show items which
will or might potentially be reclassified from other comprehensive income into profit or joss separately from those for which
reclassification 15 not permitted

Standards, Amendments and Interpretations Effective Subsequent to the Year End
IFRS 9 Financial Instruments*

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosure of Interests in Other Entities

IFRS 13 Fair Value Measurement

IAS 27 (revised) Separate Financial Statements

IAS 28 {revised) Investments i Associates and Joint Ventures

Amendment to IFRS 7 Financial Instruments Disclosures — Offsetting Financral Assets and Financial Liabilities
Amendment to 1AS 32 — Offsetting Financial Assets and Financial Liabilities
Amendments to IAS 19 Employee Benefits

Improvements to IFRSs 2009-2011 {May 2012)*

*  Not yet endorsed by the European Union

New requirements contamed within Intermational Reporting Standards, referred to above, are not expected to significantly impact
the Group’s results or financial position
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2 Critical Accounting Estimates and Judgements

The preparation of financial statements requires management to make judgements and assumptions about the future, resulting in
the use of accounting estimates These will, by definition, seldom equal the refated actual results and adjustments will
consequently be necessary Estimates are continually evaluated, based on experience, consultation with experts and reasonable

expectations of future events

Accounting esttimates are apphed in determining the carrying amounts of the following significant assets and lrabihties

Asset/liability

Nature of Estimates

Goodwill

The Group has capitalised goodwill of £304 5m at 31 December 2012 (2011 - £3179m), as
shown in note 16

The Group uses the present value of future cash flows to determine value in use In calculating
the value n use, significant management judgement 1s required n forecasting relevant cash
flows considenng factors such as long-term growth rates, future margins, timing and quantum
of future replacement capital expenditure, future tax rates and the selection of discount rates to
reflect the risks involved

Management believes that no reasonably possible change i any of the key assumptions would
cause the carrying value of any CGU to matenally exceed its recoverable amount

Other intang/ble assets

Other intangible assets include the Group's aggregate amounts spent on the acquisition of
customer relationships, patented and unpatented technology, trademarks and other intangibles
At 31 December 2012, intangible assets amounted to £185 2m (2011 — £220 8m), as shown in
note 17, and represented 23% (2011 - 30%) of the Group’s net assets

These assets have principally ansen from the Group's acquisttions

The relative size of the Group’s other intangible assets makes the judgements regarding the
mitial recognitton, useful economic lives and potentral impairments significant to the Group’s
frnancial position and performance The farr value of these assets 1s determined by chscounting
esttmated future net cash flows generated by the asset The use of different assumptions for the
expectations of future cash flows and the discount rate could change the valuation of the
intangible assets

Management also utilises judgement in estimating the lives of these assets and in constdering
whether any indicators of impairment have arisen

Provisions

The main components of the provisions relate to warranties, tax ndemnities and onerous
contracts, as shown in note 27

On the sale of Gibson Energy in 2008, accounting estimates and judgements were applied n
determining the amount of provisions held for tax indemnities Following the favourable
settlement of a legacy tax dispute by the relevant judicial and tax authorities in Canada, these
provisions have significantly reduced during the year The timing and amounts payable in
respect of retained provisions rematns uncertain

The Group has commitments in respect of leasehold properties, some of which are not used
for Group trading purposes and are vacant or sub-let to third parttes The provision for onerous
contracts reflects the uncertainty of future conditions 1n the sub-letting market

The Group uses the present value of future cash flows to determine the carrying value of
provisions Judgement is used n forecasting relevant cash flows

Deferred tax

Deferred tax balances are dernved from assumptions, which include the future utilisation of
trading losses and provisions at assumed tax rates

Share-based payments

A number of assumptions are made in determining the fair value of awards at the grant date
and at each subsequent reporting date for LTIPs, as shown in note 38

In making these estimates and assumptions, management considers advice provided by
external advisers

Post-employment
benefits

The Group’s accounting policy for defined benefit pension schemes requires management to
make judgements as to the nature of benefits provided by each scheme and thereby determine
the classification of each scheme For defined benefit schemes, management is required to
make annual estimates and assumptions about future returns on classes of scheme assets,
future remuneration changes, administration costs, changes tn benefits, inflation rates,
exchange rates, life expectancy and expected remarming periods of service of employees The
assumptions are shown in note 32 In making these estimates and assumptions, management
considers advice provided by external advisers, such as actuaries Where actual experience
differs to these estimates, actuarial gains and losses are recognised directly in equity
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Notes to the Financial Statements continued

3 Segmental Reporting

Group

The Group reports on seven operating segments, two of which are discontinued operations, it its internal management reports,
which are used to make strategic decisions The Group's segments are strategic business units that offer different products and
services to international ol and gas companies and the shipping sector

The discontinued operations compnise Field Aviation, which was sold on 27 Apnl 2012 and Gibson Energy, which was sold in
2008 Gibson Energy continues to generate accounting entnies due to sale related transactions and 1s required for reconciliation
purposes

The Well Construction segment provides products and services used by customers for the drilling phase of oIl and gas wells,
along with associated equipment used by the underground construction industry for telecommunication infrastructure build-out
and precision machining services for the energy, aviation and power generation sectors

The Well Completion segment provides products and services used by customers for the completion phase of ol and gas wells

The Well Intervention segment provides products and services used by customers for the production, mamtenance and
restoration of existing o1l and gas wells

The Exploration and Production segment includes the Group’s oil and gas exploration and production activities in the Sauthern
US and offshore Gulf of Mexico The Board of Hunting has reviewed the strategic rationale of the Exploration and Production
division and from 2013 will not be making any new capital investment, beyond where the division has contractual commitments
The diviston will in future focus on producing out its remaimng reserves, with a view to winding down the operation As a result,
Exploration and Production 1s now presented within other operating divisions

Gibson Shipbrokers is a global energy shipping broker headquartered in London Crude o, fuel oif and bio fuels are shipped
along with dry bulk such as coal, ron are and gran Gibson Shipbrokers 1s also involved in the shipping of hiquefied petroleum
gas (“LPG"), petrochemicals and liquefied natural gas (“LNG”)

The following tables present the results of the operating segments on the same basis as that used for internal reporting purposes
to the Chief Operating Decision Maker

The Group measures the performance of its operating segments based on revenue and profit from operations, before exceptional
items and the amortisation of intangible assets Accounting policies used for segment reporting reflect those used for the Group
Inter-segment sales are pnced on an arm’s length basis Costs and overheads incurred centrally are apportioned to the continuing
operating segments on the basis of time attributed to those operations by senior executives




Hunting PLC Annual Report 2012

3 Segmental Reporting continued
Results from Operations

Year ended 31 December 2012
Profit from
operations
before
amortsation  Amortisalion
nter- and and
Total gross segmental Total exceptional  exceptional
revenue revenue revence tems items Total
£m £m £m £m £m £m
Continuing operations
Hunting Energy Services
Well Construction 2841 @48 2793 457 (R} 406
Well Completion 468 6 12 457 4 741 (300} 441
Well Intervention 567 - 567 69 {0 6) 63
8094 (16 0) 793 4 126 7 (357) 91 0
Other Activities
Exploration and Production 49 - 49 05 (72) 67)
Gibson Shipbrokers 275 - 275 16 - 16
Total from continuing operations 8418 (160) 8258 1288 42 9) 859
Net finance expense 62) - 62)
Share of associates’ post-tax profits 10 - 10
Profit before tax from continuing operations 123 6 (42 9) 807

Discontinued operations

Gibson Energy - - - - 569 569
Field Aviation 101 - 101 - 12 12
Total from discontinued operations 101 - 101 - 581 581

- 111 111

Taxation

Profit from discontinued operations - 69 2 692
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Notes to the Financial Statements continued

3 Segmental Reporting continued

Year ended 31 Decomber 2011

Profit from !
operations
before !
amortisation Ameortisahion
Inter al and
Tonal gross segmental Totat  exceptional  exceptional
revenue evenue revenue ems items Total
Em £m £m £m £m £m 1
Continuing operations !
Hunting Energy Services
Well Construction 2008 6 3) 194 5 285 (78) 207
Well Campletion 3409 (13 7) 3272 412 (19 8} 214
Well Intervention 529 - 529 79 06 73
594 6 20 0) 5746 776 (28 2) 494
Other Activities
Exploration and Production 82 - 82 17 (10) 07
Gibson Shipbrokers 260 - 260 17 - 17
Total from continuing operations 628 8 (2000 6088 810 (29 2) 518
Exceptional items not apportioned to business segments* - (108 (108)
Profit from continuing operations 810 (40 0) 410
Net finance expense 22 {10 (32
Share of associates’ post-tax profits 10 - 10
Profit before tax from continuing operations 798 410 g8
Discontinued operations
Gibson Energy - - - - 550 550
Hunting Energy France - - - - 01 01
Field Aviation 259 - 259 08 - 08
Total from discontinued operations 259 - 259 08 551 559
Net finance income 02 - 02
Taxation 03 51 54 ‘
Profit from discontinued operations 07 500 507

*  Exceptional items not apportioned to business segments include acquisitron costs and head office property provisions
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3 Segmental Reporting continued

Other Segment ltems
2012 2011
Amortsabion Amortisation
ofmtangible of sntangible
Depreaation assets  Imparment  Depreciation assets Imparment
£m £m £m fm im
Continuing operations
Hunting Energy Services
well Construction 109 54 - 77 52 -
Well Completion 98 221 - 78 64 15
Well Intervention 31 06 - 27 06 -
238 281 - 182 122 15
Other Activities
Exploration and Production 15 - 52 31 - 10
Gibson Shipbrokers 02 - - 02 - -
Continuing operations 255 281 5.2 215 122 25
Discontinued operations
Field Aviation - - - 02 ~ -

Geographical Information

The Group mainly operates in five geographical areas The UK 15 the domicile of Hunting PLC  The table below shows revenues
from external customers, which are attributed to individual countnies on the basis of the location in which the sale ongmated
Information on the location of non-current assets 1s also preseated below Non-current assets exclude defined benefit assets and
deferred tax assets

External revenue Non-current assets
Restated
2012 20n 2012 20m
£m £m Em £m

Continuing operations

UK 1418 1342 52 4 525
USA 5002 3148 6418 6756
Canada 610 531 249 218
Rest of Eurape 178 152 28 27
Stngapore 816 824 92 60
Other 234 21 216 196

8258 6088 7527 7782
Discontinued operations
Canada 101 259 - -

8359 634 7 752.7 7782

Unallocated assets

Deferred tax assets 72 49
Retirement benefit assets 60 48
Total non-current assets 7659 7879

Non current assets 1n 2011 have been restated for the additional goodwill of £1 4m recogrused on the acquisibion of Hunnhng Titar on 16 September 2011 The additional goodwdl has
been included withm US non-current assets The deferred tax asset in 2011 has been restated to take into account the offsetting of balances where there 1s a legally enferceable nght
to offset

Major Customer Information
The Group had no customers (2011 — nif) who accounted for more than 10% of the Group's external revenue during the year
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Notes to the Financial Statements continued

4 Revenue
Group
2012 20
£m £m
Sale of goods 7247 5265
Revenue from rental equipment 664 499
Revenue from services 347 324
Continuing operations 8258 608 8

Revenue from rental equipment has now been shown as a separate category Prior year comparatives have been reclassified as
appropriate* Sale of goods includes revenue derived from the Group’s manufacturing processes Revenue fram services includes

revenue from shipbroking activities of £27 5m (2011 - £26 Om)

5 Other Operating Income

Group
2012 20m
£m im
Royalty income 19 12
Operating lease rental income 08 o7
Gain on disposal of property, plant and equipment 04 07
Foreign exchange gains 05 05
Other income 04 02
Other operating income before exceptional items 40 33
Exceptional items included in other income (note 7) 11 -
Continuing operations 5.1 33
6 Operating Expenses
Group
w01 20m
fm Em
Administration expenses before amortisation and exceptional items 126 0 971
Distribution costs 128 58
Operating expenses before amortisation and exceptional items 1388 1029
Amaortisation and exceptional items {note 7) 292 261
Continuing operations 168 0 1290
2012 2011
£m £m
Admirustrative expenses include
Farr value loss on non-hedging denvatives 02 =
Foreign exchange losses 13 —




7 Amortisation and Exceptional ltems

Group
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Dry hole costs

Fair value uphft to inventortes charge
Impairment of property, plant and equipment

Charged to cost of sales

Acquisition costs

Amortisation of intangtble assets {(note 17)

Retention bonuses for key employees of acquired businesses
impairment of goodwill {(note 16)
Property provisions {note 27)

Charged to operating expenses

Release of contingent consideration liability — credited to operating income

Amortisation and exceptional items
Unamortised loan facility fees written off — charged to finance expense
Taxation on amortsation and exceptional items {note 12)

Continuing operations

2012 201
£m £m
76 129
52 10
20 -
14 8 139
281 122
- 86
11 16
- 15

- 22
292 261
{n -
429 400
- 10
(16 7) (15 2)
26 2 258

Under IFRS, at acquisition, inventory values are adjusted from their carrying values (generally at cost of production) to a fair
value, which includes profit attnbutable to the degree of completion of the inventory This uphft is charged to the income
statement as the inventory 15 sold, thereby reducig reported operating profits In 2012, the charge was £7 6m relating to the four

acquisitions completed n the second half of 2011

The impairment charge of £5 2m (2011 — £1 Om) relates to the wrte down of oil and gas development expenditure, largely due to
sustained low natural gas commodity prices during the year and forecast for the foreseeable future The recoverable amount of oil
and gas development expenditure 15 based on value in use These calculations use discounted pre-tax cash flow projections based
on estimated oil and gas reserves, future production and income attributable to such reserves Cash flows are based on reserve

production lives varymg from one to fifteen years Cash flows are discounted using a pre-tax rate of 10% (2011 — 10%) The prices of

ol and natural gas are derved from published futures prices, with the long-term average oil price assumed to be US$98 13 bbl
(2071 — US$96 10 bbl) and the long-term average gas price at US$4 35 mcf (2011 — US$4 07 mcf) Natural declines in well
production rates, combined with low forecast product prices, materially decreased the present value of future cash flows and
rendered development and production of certain older offshore wells uneconomical, resulting 1n the impairment charge of £5 2m

Dry hole costs of £2 0Om have been incurred during the year from our Exploration and Production activities

A £11m charge for bonuses for key employee retention, relating to the 2011 acquisttions, has been recognised All relevant

employees have been paid their bonuses in the period and the Liability has been discharged

A credit of £1 Tm has been recogmised in the income statement for the Doffing contingent consideration arrangement, as the

future payments are not likely to be required

8 Profit from Continuing Operations

Grou

The following items have been charged n armving at profit from continuing operations

Staff costs (note 10)

Depreciation of property, plant and equipment

Amortisation of other intangible assets (included in operating expenses)
Impairment of goodwall (included in operating expenses)

impairment of property, plant and equipment (iIncluded in cost of sales)
Impawment of trade and other recevables (note 20)

Cost of inventonies recognised as expense (included in cost of sales)*

Write down in inventories

Net loss on disposal of property, plant and equipment

Operating lease payments

Research and development expenditure

212 20N
fm fm
1759 1349
255 215
281 122
- 15
52 10
08 09
4459 3468
23 07
30 14
69 60
17 06

*  The cost of inventonies recognised as an expense includes the release of the farr value uplift to inventones of £7 6m (2011 - £12 9m) included n exceptional items (note 7)
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8. Profit from Continuing Operations continued

Services provided by the Group’s auditor PricewaterhouseCoopers LLP and its associates comprised

Croup Compary
2012 2011 2012 2011
£m £m fm £m
Fees payable to the Company’s auditor and its associates
Audit of the parent company and consohdated financial statements 13 13 c4 03
Audit of the Company’s subsidianies 01 01 -
Total audit 14 14 04 03
Audit-refated assurance services 01 01 - -
Tax comphance services 06 07 01 03
Tax advisory services 03 03 01
Total services relating to taxation 09 10 02 03
Services relating to corporate finance transactions entered mnito by the Group 01 15 - o8
Other services 01 02 01
Total other non-audit services 02 17 01 08
Total fees 26 42 07 14
9 EBITDA
Group
2012 2011
£m Im
Total profit from continuing operations {page 55) 859 Nno
Add Amortsation and exceptional items (note 7) 429 400
Add Depreciation (note 15) 255 215
EBITDA 154 3 102 5
EBITDA 15 a non-GAAP measure and 1s defined as pre-exceptional profit from continuing operations before mterest, tax,
depreciation, amortisation and impairment to property, plant and equipment EBITDA s used by the Board as a measure of
performance of the Group
EBITDA includes a £G 8m charge in respect of acquisition related costs incurred during the year
10 Employees
Group
2012 201
Continuing  Discontinued Continung  Dhiscontinued
aperations operabons Tatal operations operations Total
£m £m £m £m fm im
Staff costs durning the year comprised
Wages and salaries 1511 37 1548 1123 85 1208
Social security costs 14 05 119 100 10 1o
Share-based payments (note 38) 70 - 70 69 - 69
Pension costs
- defined contribution schemes {(note 32) 42 02 44 37 05 42
— defined benefit scheme (note 32) 22 - 22 20 - 20
175.9 44 180 3 1349 100 1449
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2012
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201

Continuing  Ducontinued Coninuing  Discontinued
operations operations Total operations. operbons Total
The average monthly number of employees (including executive
Directors) comprised
UK 552 - 552 499 - 499
Rest of Europe 65 - 65 54 - 54
Canada 232 73 305 202 183 385
USA 2,224 1 2,225 1,487 5 1,492
Asia Pacific 653 - 653 480 - 480
Other 23 - 23 - - -
3,749 74 3,823 2,722 188 2,910
2012 201
Continwing  Discontinued Conrung  Discontinued
operations aperations Total operatons opetations Total
The average monthly number of employees (including executive
Directors) comprised
Well Construction 1,219 - 1,219 814 - 814
Well Completion 1,954 - 1,954 1,394 - 1,394
Well Intervention 359 - 359 314 - 314
Exploration and Production 4 - 4 4 - 4
Field Aviation - 74 74 - 188 188
Gibson Shipbrokers 155 - 155 149 - 149
Central 58 - 58 47 - 47
3,749 74 3,823 2,722 188 2,910
2012 20m
Continuing  Discontinued Continuing  Discontinued
operations operations Total operations operations Total
Actual number of employees at year end
Male 3,138 - 3138 2,785 166 2,951
Female 728 - 728 668 37 705
3,866 - 3,866 3,453 203 3,656
Key management comprises the executive and non-executive Directors only Therr compensation 1s
2012 201
£m im
Salaries and short-term employee benefits 22 23
Socral security costs 02 02
Post-employment benefits 03 03
Share-based payments 24 10
51 38

Salaries and short-term benefits are included within Emoluments on page 48 of the Remuneration Committee’s Report Post-

employment benefits comprise employer pension contributions  Share options exercised are disclosed on page 49 within

Directors’ Options and Awards over Ordinary shares in the Remuneration Committee’s Report

Company
The Company has no employees
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11 Net Finance Costs

Group
2012 xn
£m £m
Finance \ncome
Bank balances and deposits 10 21
Foreign exchange gains - 10
Other finance income 07 04
17 35
Finance expense
Bank overdrafts 09 (12
Bank borrowings “42 (16)
Bank fees and commussions 2n (18)
Other finance expense 07 {1n
Finance expense before exceptional tems 79) (57)
Unamortised loan facility fees written off — exceptional item (note 7) - (10
(79) 67)
Net finance expense — continuing operations {62 32
12 Taxation
Group
2012 201
Before Before
amorfisalion  Amortisation amortisaton  Amortisaton
and and and and
exceptionzl  exceplional exceptional  excepbonal
items Hems Total tems Items Tolal
£m £m £m Em £m £m
Current tax
— current year expense 335 (15 8) 177 269 30 139
— adjustment 1n respect of prior years 59 - 59 33 - (33)
276 (15 8) 18 236 (13 0) 106
Deferred tax
— origination and reversal of temporary differences 68 09 59 o (22 (32)
— change In tax rate 03 - 03 on - on
— adjustment 1n respect of prior years 01 - o - - -
70 09 61 an (22) 33
Total tax charged ta the income statement -
continuing operations 346 (16 7} 179 225 (15 2) 73

The weighted average applicable tax rate for continuing operations before amortisation and excephional items 1s 28%

(2011 - 28%)

The tax credit in the Income statement for amortisation and exceptional items principally comprises £10 8m (2011 — £3 8mj} for
amortisation, £19m (2011 — £0 3m) for the impanment of oil and gas development expenditure, £0 7m (2011 — £nil) for dry hole
costs, £ml (2011 — £2 5m) for acquisition costs, £nil {2011 — £0 5m) for property provisions, £0 4m (2011 — £0 6m) for retention
bonuses, £nil (2011 — £0 3m} for unamortised loan facility fees and £2 9 (2011 — £4 9m) for the fair value uplift to inventories

charge
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The total tax charge for the year 1s lower (2011 - lower) than the standard rate of UK corporation tax of 24 5% (2011 — 26 5%) for

the following reasons

2012

£m £m
Profit before tax from continumng operations 807 388
Tax at 24 5% (2011 - 26 5%) 198 103
Permanent differences 18 16
Recognition of previcusly unrecogrised deferred taxes 07 20
Non-tax deductible (untaxed) exceptional itemns ©2) 05
Higher rate of tax on overseas profits 29 03
Change n tax rates 03 o
Adjustments In respect of prior years 60 (3 3)
Tax charge for the year — continuing operations 179 73
Tax effects relating to each component of other comprehensive income
2012 1
Tax Tax
Before (charged) After Before {charged) After
tax credited tax tax credited tax
£m £m £m fm im £m
Exchange adjustments (29 3) 19 (27 4) 91 2 5) 66
Release of foreign exchange adjustments on disposal of subsichary @21 (02 (23 - -
Fair value gains and losses
— gain on avallable for sale financial investment ansing during
the year - - - 40 4 (CRY] 353
— gans transferred to income statement on redemption of
available for sale financial investment - - - (58 3) 51 (532)
— gans onginating on cash flow hedges ansing during the year 05 on 04 54 (14 40
— {gains) losses transferred to income statement on disposal of
cash flow hedges - - - (0 8} 16 08
— gamns transferred to goodwill on disposal of cash flow hedges - - - (5 5) - (55)
Actuarnial losses on defined benefit pension schemes (13) 03 10 {19 06 (13)
(32 2} 19 {30 3) {11 6) {17) {13 3)
Tax credited directly in equity
2012 2011
£m im
Share options and awards {02) 02

A number of changes to the UK corporation tax system were announced in the March 2012 Budget Statement, whereby from
1 Apnl 2012 the main rate of corporation tax was reduced to 24% The impact of this change has been recogmised in calculating

the effective rate of tax for the year ended 31 December 2012 Legislation to reduce the main rate of corporation tax from 24% to

23% 15 included in the Finance Act 2012, which recerved Royal Assent on 17 July 2012 Further reductions to the main rate are
proposed to reduce the rate by 2% per annum to 21% by 1 April 2014 The changes are not expected to have a materal impact

on the Group’s deferred tax balances
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13 Discontinued Operations
Group
The results from discontinued operations compnse the following

2012 20N
Hunting
Field Gibson Field Energy Gibson
Aviation Energy Total Aviation france Energy Total

Em Em £m £&m £m £m £m
Trading results
Revenue 101 - 101 259 - - 259
Cost of sales 96} - (9 6) 239 - - 239
Gross profit 05 - 05 20 - - 20
Other operating iIncome 08 - 08 24 - - 24
Operating expenses (13} - 13 (3 6) - - (3 6)
Profit from operations - - - 08 - - 08
Finance income - - - 02 - - 02
Profit before tax - - - 10 - - 10
Taxation - - - (0 3) - - 03
Profit for the year - - - 07 - - 07
Gain on disposal
Gain on sale before tax 12 569 581 - 01 550 551
Taxation 02 109 ni - - Gn 51
Gain on sale after tax 14 678 692 - 01 499 500
Total profit from discontinued operations 14 678 69.2 07 01 49.9 507

Gibson Energy
The sale of Gibson Energy Inc, Hunting’s midstream services operation, was completed on 12 December 2008

Following the sale of Gibson Energy, Hunting established provisions for tax indemnities given in respect of two 1ax disputes with
the Canadian Tax Authorities (“CRA”") The CRA have now ended thewr enquiry into the larger of the two tax disputes and have
dropped their challenge resulting 1n a gain to the income statement of £56 9m, compnsing of a release of £30 7m prowisions held
n respect of the dispute, a refund of approximately £25 9m n cash, for payments which were made in response to corporation
tax reassessments ssued by the CRA in respect of this tax dispute and other movements on Gibson Energy related provisions in
the year giving rise to a net credit of £0 3m

The refund of cash involves the Federal and Provincial tax authonties in Canada Receipt of the Federal portion, amounting to
£17 2m was received in December 2012 and receipt of the Provincial portion, approximately £8 7m, was received on 28
February 2013

On the sale of Gibson Energy 1n 2008, part of the consideration was deferred and held as a warrant until its receipt in full in
2011 Upon receipt, the proceeds were treated as a taxable revenue item and taxed accordingly In 2012, the UK tax authorities
agreed that the underlying nature of the transaction 1s capital The company has utilised capetal tax losses to offset the caprtal
gan arising on the warrant, resulting in a £nil tax charge on the warrant The tax charge previcusly recognised, together with
provisions, has been released

Field Aviation

On 27 Apnl 2012, the Group sold its aviation engineering services business, Hunting Canadian Airport Holdings Ltd and its
subsidianes, including Field Aviation Company Inc (together referred to as “Field Aviation”) Field Aviation 1s considered to be a
major operation of Hunting and as such the results have been presented as a discontinued operation

Hunting Energy France
On 22 December 2009, the Group sold Hunting Energy France SA, its French-based business
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14 Earnings per Share
Basic earmings per share (“EPS”) 1s calculated by dividing the earnings attributable to Ordinary shareholders by the weighted
average number of Ordinary shares outstanding dunng the year

For diluted earnings per share, the weighted average number of cutstanding Ordinary shares 15 adjusted to assume conversion of
all dilutive potential Ordinary shares The dilution in respect of share options applies where the exercise price is less than the
average market price of the Company’s Ordinary shares during the year and the possible 1ssue of shares under the Group's
long-term incentive plans

Reconciliations of the earnings and weighted average number of Ordinary shares used in the calculations are set out below

2012 0n
£m £m
Basic and diluted earmings attnibutable to Ordinary shareholders
From continuing operations 597 284
From discontinued operations 692 507
Total 128 9 791
Basic and diluted earnings attributable to Ordinary shareholders before amortisation and
exceptional items
From continutng operations 597 254
Add amortisation and exceptional items after taxation {note 7) 262 258
Total for continuing operations 859 542
From discontinued operations 69 2 507
Add exceptional items after tax (69 2) (50 0)
Total for discontinued operations - 07
millions millions
Basic weighted average number of Ordinary shares 1459 1371
Dilutive cutstanding share options 12 14
Long-term incentive plans 24 16
Adjusted wesghted average number of Ordinary shares 149 5 1401
pence pence
Basic EPS
From continuing operations 409 207
From discontinued operations 475 370
88 4 577
Diluted EPS
From continuing operations 400 203
From discominued operations 463 362
863 56 5
Earnings per share before amortisation and exceptional items
Basic EPS
From continuing operations 589 396
From discontinued operations - 05
389 401
Diluted EPS
From continuing operations 575 387
From discontinued operations - 05

575 392
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15 Property, Plant and Equipment

Croup
Year ended 31 December 2012
Land and buildings Odand gas Plant,
exploration machinery
Short and and molor
Freehold leaschold  development vehicles Total
£m £m £m fm £m
Cost
At 1 January 896 14 98 2 2088 3980
Exchange adjustments 2 6) 01 45) 64 (i3 6)
Additions 154 02 61 417 634
Disposals - on - {112 (13
Reclassification o1 23 - 24 -
At 31 December 1025 37 9938 2305 436 5
Accumulated depreciation and impairment
At 1 January 67 08 815 778 166 8
Exchange adjustments 01 o1n (3 8} 12 50
Charge for the year 18 04 15 218 255
Impatrment of assets (note 7) ) - - 52 - 52
Disposals - o1 - (44 {45)
Reclassification - 16 - (16) -
At 31 December 86 26 84 4 92 4 188 0
Net book amount 939 11 154 138 1 248 5

Oil and gas exploration and development includes expenditure on the exploration for and evaluation of mineral resources, which
15 recognised at cost and 1s not depreciated until production commences, or 15 impaired if the exploration of the mmeral
resources 15 not commercially viable The amount recognised in cost at 31 December 2012 1s £0 2m {2011 — £0 1m), including
additions during the year of £0 2m (2011 — £0 1m) and an impairment loss of £ril (2011 — £ntl)

Included in the net book amount 1s expenditure relating to assets in the course of construction of £0 3m 2011 — £6 4m) for
freehold land and buildings, £2 Tm (2011 ~ £2 6m} for ail and gas exploration and development and £6 3m (2011 — £4 2m) for
plant and machinery

Group capital expenditure committed, for the purchase of property, plant and equipment, but not provided for in these financial
statements amounted to £79m (2011 - £10 9m)
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15 Property, Plant and Equipment continued

Year ended 31 December 2011

Land and buldings Ol and gas Plant,
exploration machinery
and and motor
freehold leasehold  development vehicles Totat
£m £m fm fm £m
Cost
At 1 January 559 66 937 155 4 3116
Exchange adjustments 09 o1 11 24 45
Additions 180 - 14 382 596
Acquisttions 187 - - 267 454
Dlsposals 271 - - (9 5} (11 6)
Classified as held for sale - 549 - 61 (11 5)
Reclassification 18) 01 - 17 -
At 31 December 896 14 98 2 2088 3980
Accumulated depreciation and impairment
At 1 January 60 48 765 702 1575
Exchange adjustments - - 09 03 12
Charge for the year* 15 02 31 169 217
Impairment of assets - - 10 - 10
Disposals {0 8) - - (44) (52)
Classtfied as held for sale - 46) - 4 8) 9 4)
Reclassification - 04 - (WE: ) -
At 31 December 67 08 815 778 166 8
Net book amount 829 06 167 1310 2312

* Included in the charge for the year 1s £0 2m for discontinued operations

The net book amount of property, plant and equipment at 1 January 2011 was £154 1m
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16 Goodwill
Group
Restated
2012 20nm
£m Em
Cost
At 1 January 3393 1203
Exchange adjustments (13 6) 51
Additions - 2139
At 31 December 3257 3393
Accumulated impairment-
At 1 January 214 197
Exchange adjustments 02 02
Charge for the year - 15
At 31 December 212 214
Net book amount 3045 3179

As permitted under IFRS 3, goodwill for 2011 has been restated to recogmise additional goodwill of £1 4m on the acquisition of
Hunting Titan on 16 September 2011

The net book amount at 1 January 2011 was £100 6m

Impairment tests for goodwil!
Goodwifl 15 allocated to the Group’s cash-generating units (“CGUSs”), the individual business operations, as follows

Restated

202 20m

£m £m

Innova 423 442
Dearborn 157 164
Titan 176 6 1850
Welltonic 16 1ne
Hunting Stafford (formerly National Couphing Company) 201 210
Other cash generating units 382 397
At 31 December 304.5 3179

The recoverable amount of a CGUJ 1s determined based on value in use calculations The key assumptions for the value in use
calculations are fong-term growth rates and pre-tax discount rates The calculations use discounted pre-tax cash flow projections
based on the most recent financiat budgets approved by management covering a two year period and are based on past
experience and order books Cash flows beyond the two year period are extrapolated using estimated nominal long-term growth
rates of 6 8% and 8 0% and terminal growth rates of 2 7% and 3 0% for 2012 and 2011 respectively The growth rate reflects the
products, industries and countries in which the relevant CGU operates and will incorporate, whete relevant, projected ng counts
and the expected profile of drilling

Cash flows are discounted using nominal pre-tax rates between 10% and 15% (2011 — 11% and 15%} The cash flows for the
Titan CGU have been discounted using a normnal pre-tax rate of 11% (2011 — 11%) The discount rate best reflects cusrent market
assessments of the time value of money, the nisks associated with the cash flows and the likely external rate of borrowing of the
CGU Consideration has also been given to other factors such as currency risk, operational risk and country risk

The aperations of Well Intervention have been combined with the operations of Welltoric and so goodwill relating to Well
Intervention, which was previously disclosed separately, has been reallocated to the Welltonic CGU

Sensitivities
Having performed a sensitivity analysis on the value in use calculations, management believes that no reasonably possible
change 1n any of the key assumptions would cause the carrying value of any CGU to matenally exceed its recoverable amount
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2012

Customer  Unpatented
relationships  technology Patents  Trademarks Other Total
£m £m Em £m Em £m
Cost:
At 1 January 1593 344 130 194 m3 2374
Exchange adjustments 69 (15) 06) 09 05 (10 4)
Additions - - 01 - 14 15
At 31 December 1524 329 125 185 122 2285
Accumulated amortisation
At 1 January 89 10 11 23 33 166
Exchange adjustments 07) 0N on 02 {03 (14)
Charge for the year 165 34 13 40 29 281
At 31 December 247 43 23 61 59 433
Net book amount 1277 286 102 12 4 63 185 2
20n
Customer  Unpatented
relationships technology Patents  Trademarks Other Total
£m £m £m im fm fm
Cost
At 1 January 196 - 31 09 30 266
Exchange adjustments 29 06 0t 05 02 43
Additions - - - - 03 03
Acquisttions 136 8 338 98 180 78 2062
At 31 December 159 3 344 130 194 113 2374
Accumulated amortisation
Al 1 January 22 - 05 05 08 40
Exchange adjustments 01 - - 01 02 04
Charge for the year 66 10 06 17 23 122
At 31 December 89 10 11 23 33 16 6
Net book amount 150 4 334 119 171 80 2208

The net book amount of total other ntangible assets at 1 January 2011 was £22 6m

None of the Group’s intangible assets have been internally generated

All amortisation charges relating to intangible assets have heen charged to operating expenses

Allintangible assets are regarded as having a finite life and are amortised accordingly
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17 Other Intangible Assets continued
Individual Material Intangible Assets

Included n the table above are the following individual matenal intangible assets

2012

Customer Customer
relaionships  relationships
=Innova —Titan
im £m
Cost
At 1 January 174 1223
Exchange adjustments o8 54
At 31 December 166 1169
Accumulated amortisation:
At 1 January 29 36
Exchange adjustments 02 (0 5)
Charge for the year 21 120
At 31 December 48 151
Net book amount 11.8 1018
Remaming amortisation period at 31 December - years 57 88
18 Investments
Croup Company
2012 201 2012 20m
£m im £m Im
Non-current.
At 1 January 02 451 - -
Exchange adjustments 01 - - -
Additions 39 - 02 -
Fair value gain transferred to equity - 4C4 - -
Redemption of warrant - (85 3) - -
40 02 D2 -
The financial assets compnse
Group Comparny
2012 2011 2012 2011
£m fm fm im
Unlisted equity investments 03 02 - -
Listed equity investments and mutual funds 35 - - -
Environmental escrow 02 - 02 -
40 02 02 -
Group Company
2012 201 nmz 201
£m £m fm Em
Current-
Bank deposits maturing after more than three months 32 24 - -

The maximum exposure to eredit nsk at 31 December 2012 s the fair value of the financial assets of £72m (2011 — £2 6m),

see note 29
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Company

2012 20m

im £m

Cost
At 1 January 3144 3144
Disposals 07) -
At 31 December 3137 3144
Impairment
At 1 January 20 14
Charge for the year 38 06
At 31 December 58 20
Net book amount 3079 3124

The principal subsidianes are detalded i note 44

The impairment charge of £3 8m (2011 — £0 6m) relates to a non-trading subsidiary that has incurred losses and which the
directors do not expect to be recovered n the foreseeable future The investment has therefore been written down to the
subsichary’s net asset value, being the directors’ estimate of the recoverable amount

Investments in subsidianies are recorded at cost, which 1s the fair value of the consideration paid, less impairment The Directors
beheve that the carrying value of the investments 1s supported by therr underlying net assets

20 Trade and Other Receivables

Group Company

2012 20n 2012 201
£m fm £m Em

Non-current
Recervables from subsidiaries - - 103 266
Other recetvables 16 - 16 -
Prepayments 21 22 - -
37 22 119 266

Current

Trade recevables 1460 154 8 - -
Less provision for imparment of receivables (23) 22 - -
Net trade receivables 1437 1526 - -
Recervables from subsidiares - - 192 85
Receivable due from Canadian tax authonty 87 - - -
Prepayments 66 50 02 01
Accrued revenue 37 40 - -
Other recevables 83 126 03 01
1710 174 2 197 87

The amount receivable from the Canadian tax authorities was received on 28 February 2013
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20. Trade and Other Receivables continued

Group

Trade recetvables that are not overdue and not tmpaired are expected to be fully recovered as there 15 no recent history of default
or any indications that the customers will not meet thewr payment oblhigations At the year-end there are no trade recevables
(2011 — none) whaose terms have been renegotiated and would otherwise be past due or impaired

At 31 December 212, trade receivables of £61 6m (2011 - £52 Om) were overdue but not imparred The ageing of these
receivables at the year-end 1s as follows

Number of days overdue

2012 2m

£m £m

1-30 days 339 290
31--60 days 156 125
61-90 days 63 70
91-120 days 46 25
more than 120 days 12 10
Receivables overdue not imparred 616 520
Receivables not overdue and not imparred 821 1006
Recervables not overdue and impatred 11 10
Recewvables overdue and impaired 12 12
Impairment (23) (22)
Net trade receivables 143 7 152 6

Recervables that are overdue but not imparred relate to customers for whom there 1s no recent history of default

Imparred recervables manly relate to debtors in fmancial difficulty where defaults in payments have occurred or concerns have
been raised about the customer’s hquidity Trade receivables are impaired when there 15 evidence that the Group will not be able
to collect all amounts due according to the original terms of sale

Durning the year, a provision of £14m (2011 — £1 3m) for the impairment of recervables was recognised, £0 6m (2011 — £0 3m)
recetvables were written off and £0 6m (2011 - £0 4m) unused provisions were released After recognising foreign exchange
gains of £0 1m (2011 — £0 1m gasns), the provision for the imparment of trade receivables at the year end was £2 3m (2011 —
£2 2mj)

The other classes of financial assets within trade and other receivables do not contain impaired assets
Concentrations of crednt nsk with respect to trade recevables are hmited due to the Group’s wide and unrelated customer base
The maximum exposure to credit nisk 1s the fair value of each class of receivable, as shown in note 29

The Group does not hold any collateral as secunty and no assets have been acquired through the exercise of any collateral
previously held

Company

None (2011 - none) of the Company’s trade and other recervables were past due at the year end and the Company does not
consider it necessary to provide for any tmpairments The Company’s maximum exposure to credit risk 1s the far value of each
class of receivable, as shown in note 29 The Company does not hold any collateral as secunity and no assets have been acquired
through the exercise of any collateral previously held

Non-current receivables due from subsidiaries have no fixed term for repayment and are unsecured Interest charged 1s 1% above
UK Base Rate on sterling loans Current recevables due from subsidiaries are unsecured, interest free and payable on demand
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21 Deferred Tax -

Deferred income tax assets and habilines are only ofiset when there 1s a legally enforceable nght to offset and when the deferred
mncome taxes relate to the same fiscal authonity and there 15 an intention to settle the balance net The offset amounts are as
follows

Group Company
Restated
2012 2011 2012 201
£m £m £m £m
Deferred tax assets 72 49 - -
Deferred tax habilities (25 7} (19 7) on an
(18.5) (14 8) ©1) 11

The 2011 balance sheet deferred tax assets and habilities have been restated to offset balances where there 15 a legally
enforceable nght to offset

The movement in the net deferred tax liability 1s as follows

Group Company
Restated

2012 201 2012 2011

£m £fm £m £m

At 1 January {14 8) (170) an amn
Exchange adjustments 07 on - -
(Charge) credit to income statement* 40 14 09 -
Taken direct to equity - 10 - -
Transfers to current tax - (03 - -
Classtfied as held for sale - 01 - -
Change in tax rate** 0 4) 01 01 -
At 31 December (18.5) (14 8) {01 (11)

* Included in the credit to the iIncome statement 1s a £1 8m credil (2011 - £1 8m charge) relating to discontinued operations

** Included in the change i tax rate i1s a £0 1m charge (2011 — £rl} relating to discontinued operations

Deferred tax assets of £0 3m (2011 — £0 6m) have not been recognised as realisation of the tax benefit 1s not probable The tax
losses do not have an expiry date

Deferred tax assets of £2 0m (2011 — £2 Om) have been recogmsed as the Group has assessed that the realisation of the benefit 1s
prabable Deferred tax assets of £7 2m (2011 — £4 9m) are expected to be recovered after more than twelve months Deferred tax
liabilities of £25 7m (2011 — £19 7m) are expected to be released after more than twelve months

The movements in deferred tax assets and liabiliies, without taking into consideration the offsetting of balances within the same
tax junisdictions, are shown below

Group
(Charge)
At creditto At Net Net
1 January Exchange mcome  Taken direct Changein 31 December deferred  deferred tax
2012 adjustments statement o equity tax rates 2012 tax assels habihities
£m £m im £m £m Em £m £m
Tax losses 39 02) 23 - {01 13 13 -
Inventory 45 (02) a4 - 01 30 - 30
Goodwill and Intangibles 6 6) 03 amn - - (74) - (74)
Post retirement henefits {06 - 01 03 - 02 4 12
Asset decommssioning provision 10 1) 02 - - 11 - 11
Accummulated tax depreciation (20 5) 09 30} - (0 5) 23 1) 08 (239}
Share-based payments 53 - 14 02 - 65 65 -
Unrermitted earnings (an - 09 - 01 (R )) - on
Other 07) - 12 0 - 04 - 04

(14 8) 07 4 0) - (0 4) (18 5) 72 (257)
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21 Deferred Tax continued

Cha
At cred:lgg Classified At het Net
¥ January Exchange ncome  Taken direct Transfer to Change in asheld 31December deferedtax  deforred tax
2011 adjustments statement 10 equity current tax tax rates for sale 20n assets habilibes
fm £m £m im £fm im im fm fm £m
Tax losses 18 01 20 - - - - 39 - 39
Inventory 16 01 28 - - - - 45 - 45
Goodwill and
Intangibles (74) - 11 - 03 - - (6 6) - (6 6)
Post retirement
benefits {15) - 03 06 - - - (06) 12 06
Asset
decommissioning
provision - 01 09 - - - - 10 - 10
Accummulated tax
depreciation (11 8) (0 4) 8 4) - ~ - 01 (20 5) 07 (21 2)
Share-based
payments 31 - 20 02 - - - 53 53 -
Unremitted earnings (12 - - - - 01 - an - an
Other (16) - 07 02 - - - 07 01 {08
(17 0) (01) 14 10 (0 3) 0.1 01 (14 8) 49 (19 7)
Deferred income tax credited {charged) to equity duning the year comprised
Group
2012 20m
£m £m
Actuanal losses on defined henefit pension schemes 03 06
Losses origimating on cash flow hedges arnsing duning the year 010 {14)
Gans transferred to income statement on disposal of cash flow hedges - 16
Share options and awards 02) 02
- 10
Company
The Company had £0 1m (2011 — £1 1m) of deferred tax habilities relating to unremitted earnings at the year end
22 Inventories
Group
Restated
2012 20m
£m £m
Raw materials 673 713
Work in progress 429 43 4
Fiished goods 1372 1223
Less provisions for impairment {6 8) GAY
240 6 2310

As permitted under IFRS 3 inventonies for 2011 have been restated to reflect a reduction of £1 4m on the acquisition of Hunting Titan on 16 September 2011

Inventortes are stated at the lower of cost and farr value less selling costs The carrying amount of inventories stated at fair value

less selling costs 1s £4 5m (2011 — £6 Om)

The Group reversed £1 3m {2011 - £2 2m) of a previous inventory imparrment as the goods were sold during the year for an
amount greater than therr carrying value The amount reversed has been included in cost of sales in the income statement

23 Cash and Cash Equivalents

Group Company
02 2011 2012 20
£m fm Em fm
Cash at bank and in hand 1017 68 8 14 07
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24. Trade and Other Payables

Grop Company
2012 20m 2012 2011
£m im £m £m
Non-current:
Accruals 41 - 41 -
Other payables 35 - - -
76 - 41 -
Current
Trade payables 662 575 - -
Payables to subsidiaries - - 06 32
Social secunty and other taxes 51 35 - -
Accruals 511 706 64 57
Other payables 103 152 04 04
1327 146 8 74 93
Company
Current payables due to substdiaries are unsecured, interest free and payable on demand
25 Borrowings
Group Corpany
2012 201 2012 20m
£m £m £m fm
Non-current
Secured bank loans - 02 - -
Unsecured bank loans 1837 2430 - -
Other unsecured loans 37 51 - -
Amounts due to subsidiaries - - 537 715
1874 2483 537 715
Current
Bank overdrafts 727 337 15 01
Secured bank loans 02 02 - -
Unsecured bank loans 72 80 - -
Other unsecured loans 12 13 - -
Amounts due to subsidianes - - 15 -
813 43 2 30 01
Total borrowings 268 7 2915 567 716
Analysis of Borrowings by Currency
Group
The carrying amounts of the Group’s borrowings are denominated in the following currencies
Sterling US dollars Euro Total
m £m £m £m
Secured bank loans - 02 - 02
Unsecured bank loans - 1909 - 1909
Other unsecured loans - 49 - 49
Bank overdrafts 659 65 23 727
At 31 December 2012 659 2025 03 268 7
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25 Borrowings continued

Chinese

Steing  US dollans RMEB Total

£m Em m £m

Secured bank loans - 04 - 04
Unsecured bank loans — 247 4 36 2510
Other unsecured loans — 64 - 64
Bank overdrafts 295 42 - 337
At 31 December 2011 295 258 4 36 2915

Company

The Company has borrowings of £56 7m (2011 — £71 6m) at the year end, of which £56 7m (2011 - £55 3m) are denominated in
sterling and £ml (2011 — £16 3m) are denominated in Canadian dollars

Non-current borrowings due to subsidianes have no fixed term for repayment and are unsecured Interest charged 15 1% above

UK Base Rate on sterling loans

26 Changes in Net Debt

Group
The analysis below 15 provided v order to recencile the movement in borrowings (note 25) and cash and cash equivalents (note
23) duning the year
At Amorlisalion At
1 January Exchange  Duposal of ofloan 31 Decentber
2012 Cashflow  movements  subsidiares facility fees 2012
£m £m m £m m £m
Cash and cash equivalents 688 338 (09 - - 1017
Bank cverdrafts (337 (391) 01 - - 72 7)
351 (53 (0 8) - - 290
Current investments 24 08 - - - 32
Non-current borrowings (248 3) 519 98 - (0 8) (187 4)
Current borrowings {9 5} 05 G4 - - {8 6)
Classified as held for sale 19 07 - 12 - -
Total net debt 218 4) 47 2 94 (12) 08 (1638
27 Provisions
Croup
Asset
decom
mISSIcnINg
and Warranbes
Onerous remediation and tax
contracts  obligations indemnilies Other Total
Em £m £m Em £mn
At 1 January 2012 178 29 398 - 605
Exchange adjustments - 02 ©8) - (10
Charged to income statement 20 - 27 08 55
Charged to property, plant and equipment - 07 - - 07
Provisions utihsed (2 4) - - - (24)
Unutilised amounts reversed (24 - (329 {0 4) 357)
Unwinding of discount o1 01 - -~ 02
Change in discount rate 02 - - - 02
Reclassification from accruals - - - 16 16
At 31 December 2012 153 35 88 290 296
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27 Provisions continued
Prowvisions are due as follows

2012 01

£m im

Current 125 423
Non-current 17 1 182
296 605

The Group has commitments in respect of leasehold properties, some of which are not used for Group trading purposes and are
vacant or sub-let to third parties The provision for onerous contracts reflects the uncertainty of future conditions in the sub-
tetting market It 15 expected that £2 1m of the provision will be utihised in 2013, £1 9m in 2014 and the remairing balance of

£11 3m utihsed from 2015 to 2023 Prowvision i1s made on a discounted basis, at a nisk-free rate of between 0 25% and 1 8% pa, for
the net rental deficit on these properties to the end of the lease term

Asset decommussioning and remediation obligations relate to the Group’s obligation to dismantle, remove and restore sterns
of property, plant and equipment The provision reflects uncertainty in the tming and amounts of the costs expected to anse
In meeting this obligation  Provision 15 made on a discounted basis and 1s expected to be utihsed over a penod of one to
eighteen years

Following the sale of Gibson Energy in 2008, Hunting established provisions for tax indemnities given 1n respect of two tax
disputes with the Canadian Tax Authonties (“CRA”} The CRA have now ended their enquiry into the larger of the two tax
disputes and have dropped their challenge resulting in the release of £30 7m provisions held tn respect of the dispute Other tax
warranty provisions of £2 2m have also been released This has been shown as part of discontinued operations {note 13)
Provisions of £77m continue to be retained in respect of the smaller tax dispute and are expected to be utiised n 2013

28 Denvatives and Hedging

Group

{a) Currency Denvatives

The Group has used spot and forward foreign exchange contracts and average rate options to hedge its exposure to exchange
rate movements during the year

At 31 December 2012, the total notional amount of the Group’s outstanding forward foreign exchange contracts 1s £3 7m
(2017 - £159m)

Gatns and losses on contracts that are not designated in a hedge relationship are taken directly to the income statement Changes
in the fair value of currency denivatives not designated In a hedge relationstup amounting to a £0 2m loss (2011 - £0 1m) have
been recagrised in the income statement during the year for continuing operations

Certain highly probable forecast transactions have been designated in a cash flow hedge relationsbup and hedged using forward
foreign exchange contracts These forecast transactions are expected to occur at vanous dates dunng the next six months Gains
and losses recognised in the hedging reserve on forward foreign exchange contracts at 31 December 2012 will be recognised in
the income statement n the penod or periods during which the hedged forecast transaction affects the income statement

Losses of £0 5m (2011 ~ £5 4m gain) were recognised in the hedging reserve (note 34) during the year No gains or losses (2011
- £6 3m gains) were removed from equity during the year, with no gains or losses (2011 — £0 8m gains included in revenue)
ncluded in the income statement Ineffectiveness of £nil (2011 - £mil} arose on the cash flow hedges during the year

Fair values of derivative financial instruments

2012 201

Total Total Total

assels hatilities habwlties

Im £m £m

Forward foreign exchange — in cash flow hedges 01 - {04
Forward foreign exchange - not in a hedge - 01 -
01 {0 1) 04)

(b} Hedge of Net Investments in Foreign Operations
The Group has US dollar denormnated borrowngs, which it has designated as a hedge of the net investment n 1its US
subsidiaries At 31 December 2012, the carrying amount of net US dollar borrowings was £215 7m (2011 — £244 1m)

At 31 December 2012, foreign exchange gains of £10 1m (2011 - £4 7m losses) on translation of the borrowngs into sterling has
been recogrused in the cumulative translation reserve
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29 Financial Instruments Fair Values

The carrying amounts of each measurement category of the Group's financial assets and financial habilities are stated below,
together with a comparison of farr value and carrying amount for each class of financial asset and financial liability

Group
Yearended 31 December 2012
Carrying amount
Financial Denvatives
asset at Financial at farr value
Avaitlable fawr vatue labiditres Financeal through
for sale through  measured at Labiities equity
Loans and financial profit amorused held for (cash flow Faw value
recevables assets or loss cost trading hedges) Total total
£m £fm £m £m Em £m Em
Non-current assets
Unlisted equity investments (note 18) - 03 - - - - 03 03
Listed equity mvestments and mutual
funds (note 18) - - 35 - - - 35 35
Environmental escrow (note 18) - 02 - - - - 02 02
Other recevables (note 20) 16 - - - - - 16 16
Current assets
Net trade receivables (note 20) 143 7 - - - - - 143 7 1437
Receivable due from Canadian tax
authonty (note 20) 87 - - - - - 87 87
Accrued revenue {(note 20) 37 - - - - - 37 37
Other recewables 30 - - - - 01 31 31
Deposits maturing after more than three
months (note 18) 32 - - - - - 32 32
Cash and cash equivalents (note 23) 1017 - - - - - 1017 1017
Current habilities
Trade payables (note 24) - -~ - (66 2) - - 66 2) (66 2)
Accruals (note 24) - - - (50 6) - - (50 6) (50 6)
Other payables - - - 63 ©n - ® 4 64
Provisions - - - (125 - - (12 5) (125)
Current borrowings (note 25)
Bank overdrafts - - — 727 - - (72 7) (727)
Secured bank loans - - - 02 - - 02 02}
Unsecured bank loans - - — 78 - - (72 (72)
Other unsecured loans - - - (12) - - 12 (12
Non-current borrowings (note 25)
Unsecured bank loans - - - (183 7) - - (1837) (1837}
Other unsecured loans - - - (37) - - 37) (37}
Non-current habilities
Accruals (note 24} - - - 41 - - @1} @1
Other payables (note 24) - - - (35) - - (35 35}
Prowvisions - - - (13 6) - - (13 6) (13 6)
2656 05 35 (425 5) 01 01 (1559) (1559)

The farr value of forward foreign exchange contracts 15 determined by the deviation in future expected cash flows calculated by
reference to the movement in market quoted exchange rates The carrying values of available for sale unhsted investments are
based on the Directors’ best estimate of fair value as there 15 no active market in which these are traded The farr value of hsted
equities and mutual funds 1s based on therr current bid prices in an active market The fair values of the environmental escrow
and the promissory note are determined by discounting the expected future cash flows The farr values of non-sterling
denominated financial instruments are translated into sterling using the year end exchange rate
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29 Financial Instruments Fair Values continued

Year ended 3t Decermber 2011

Camysng amount
Financial Denvatives at
habilitres far valwe
Avallablefor  measured at through
Loans and  sale financial amorised  equity {cash Fair value
recervables assets cost  flow hedges) Total total
£m fm £m Em fm fm
Non-current assets
Unhsted equity investments {note 18) - 02 - - 02 02
Current assets
Net trade receivables {note 20) 152 6 - - - 1526 1526
Accrued revenue {note 20) 40 - - - 40 40
Other recewvables 102 - - - 102 102
Investments (note 18) 24 - - - 24 24
Cash and cash equivalents {note 23) 688 - - - 688 688
Assets classified as held for sale 79 - - - 79 79
Current habihities
Trade payables (note 24) - - (57 5) - {57 5) (575)
Accruals (note 24) - - (70 6) - (70 6) (70 6)
Other payables - - 10 4) {0 4) (10 8) (10 8)
Provisions - - (42 3) - 42 3) (42 3)
Liabihties classified as held for sale - - 53 - (53 (53
Current borrowings (note 25)
Bank overdrafts — - (337) - {337) {337)
Secured bank loans - - 02 - {02) 02)
Unsecured bank loans - - B0 - (8 0) (80)
Other unsecured loans - - (13) - {13) (13
Non-current borrowings (note 25)
Secured bank loans - - 02 - 02 02)
Unsecured bank loans - - (243 0) - (2430) (243 0)
Other unsecured loans - - 51 - 51 (R}
Non-current habilities
Provisions - - (15 3) - (15 3) (15 3)
245.9 02 (492 9) (0 4) {247 2) (247 2)

The inputs used to determine the fair value of unlisted equity investments and the environmental escrow are not based on
cbservable market data and therefore their farr value measurements can be categonised 1n Level 3 of the fair value hierarchy The
nputs used to determme the fair value of derivative financial instruments are inputs other than quoted prices that are observable
and so the fair value measurement can be categorised n Level 2 of the fair value hierarchy The fair value of histed equity
investments and mutual funds 1s based on quoted market prices and so the farr value measurement can be categorised 1n Level 1
of the fair value hierarchy

The table below shows a reconcihation of the fair value measurements in Level 3 of the fair value hierarchy

Available
forsale
finanoal
assels
fm

At 1 January 2012 02
Additions 03

At 31 December 2012 05

Additions of £0 2m relate to the environmental escrow account recognised on disposal of Field Aviation {note 43)
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29 Financial Instruments Fair Values continued

Company
Year ended 31 December 2012
Carrying amount
Financial
Available habilities.
forsale measured at
Loans and financial amortised Fair value
recenvables assels cost Total total
£m £m Em £m Em
Non-current assets
Environmental escrow (note 18) - 02 - 02 02
Receivables from subsidiaries (note 20) 103 - - 103 103
Other recevables (note 20} 16 - - 16 16
Current assets
Recewvables from subsidianies (note 20} 19 2 - - 192 192
Other receivables 02 - - 0?2 02
Cash and cash equivalents (note 23) 14 - - 14 14
Current habilities (note 24)
Payables to subsicharses - - 06) (0 &) (06
Accruals - - 64 64 64
Other payables - - 04 (0 4) 0 4)
Provisions — - {02) 0 2) 02
Current borrowings (note 25)
Bank cverdrafts - - (15 (15) (15)
Amaunts due to subsidiaries - - (15 (15} (15)
Non-current borrowings {(note 25)
Amounts due to subsidiaries - - (537) (537) (537)
Non-current habihties
Accruals (note 24) - - “@n 4n (41)
Provisions - - (04 o4 ()]
327 02 (68 8) (359) (359)

The fair values of the environmental escrow and the promissory note are deterrmined by discounting the expected future cash
flows The inputs used 1o determine the fair value of the environmental escrow are not based on observable data and therefore

the fair value measurement can be categonsed in Level 3 of the fair value hierarchy
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29 Financoal Instruments: Fair Values continued

Year ended 31 December 2011

Camyng amount
Financal
habifiies
measured at
Loans and amortised Faw value
recervables cost Total toxal
£m £m fm £m
Non-current assets
Recevables from subsidharies (note 20) 266 - 266 266
Current assets
Receivables from subsidiaries (note 20) 85 - 85 85
Other recevables {note 20) 01 - 01 01
Cash and cash equivalents (note 23) 07 - 07z 07
Current habilities (note 24)
Payables to subsidiaries - 32) 32 32
Accruals - 57 57 57)
Other payables - ()] 0 4) 04
Current borrowmngs (note 25)
Bank overdrafts - {0 1) on on

Non-current borrowings (note 25)
Amounts due to subsidianes - 715 (71 5) (715)

35.9 (80 9) (45 0) (45 0)

30 Financial Risk Management

The Group's activities expose 1t to certain financial nsks, namely market nsk (ncluding currency risk, fair value interest risk and
cash flow interest nisk), credit risk and hquidity sk The Group’s nisk management strategy seeks to mitigate potentral adverse
effects on its financial performance As part of its strategy, both primary and denvative financial instruments are used to hedge
certain risk exposures

There are clearly defined objectves and principles for managing financial risk estabhshed by the Board of Directors, with
policies, parameters and procedures covering the specific areas of funding, banking relattonships, foreign currency and interest
rate exposures and cash management

The Group's treasury function 1s responsible for implementing the policies and providing a centralised service to the Group for
funding, foreign exchange, nterest rate management and counterparty nsk management It 15 also responsible for identifying,
evaluating and hedging financial nsks 1n close co-operation with the Group's operating companies

{a) Foreign Exchange Risk

The Group's internattonal base 15 exposed to foretgn exchange nisk from 1its investing, financing and operating actvities,
parucularly in respect of US dollars Foreign exchange nisks arise from future transactions and cash flows and from recogmised
monetary assets and habiities that are not denominated in the functional currency of the Group's local operations

The Group’s mater:al foreign exchange rates are

LS dollar Canadian doflar
2012 20n 20M2 200
Average exchange rate to sterling 159 160 158 159

Year-end exchange rate to sterling 163 155 162 158
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30 Financial Risk Management continued

(1) Transactional Risk

The exposure to exchange rate movements in significant future transactions and cash flows is hedged by using forward foreign
exchange contracts and currency options Certan forward foreign exchange contracts have been designated as hedging
instruments of ighly probable forecast transactions Operating companes prepare quarterly rolling twelve month cash flow
forecasts to enable working capital currency exposures to be identified Currency exposures anse where the cash flows are not in
the functional currency of the entity Exposures artstng from committed long-term projects beyond a twelve month perod are
also identified The currency flows to be hedged are committed foreign currency transactions greater than £250,000 equivalent
per month and/or currency flows that in aggregate exceed £500,000 equivalent per annum

No speculative positions are entered into by the Group

The table below shows the carrying values of the Group’s financial instruments at 31 December, including dervative financial
instruments, on which exchange differences would potentially be recogmsed in the income statement in the following year The
table excludes available for sale financial assets, dernvatives designated in a cash flow hedge, borrowings designated in a hedge of
the net investment in its US subsidraries and loans to subsidiaries that are considered to be part of the net investment in a foreign
operation, as exchange differences ansing on these are recogmised in other comprehensive income

At 31 December 2012

Currency of denomination

Canadian Singapote Other
Sterling Us dollars dollars dollars Euro currencies Total
fm £m £m fm £m £m £m
Functional currency of Group’s entities
Sterling - 319 36 02 05 0 3) 355
US dollars 03) - - (0 5) - - (0 8)
Canadian dollars - 21 - - - - 21
Singapore dollars on 15 - - - - 14
Eurc 05 02 - - - - ©7)
Chinese RMB - 74 - — - - (74)
Other currencies - 03 - — - 01 04
09) 28 2 36 o7 05 ©2) 305

The US dollar denominated financial instruments consist mamly of cash balances, trade recevables and inter-group loans The
Canadhan dollar denominated financial instruments consist mamnly of inter-group loans, warranty provisions, the refund due from
the Canadian tax authority and the Field Aviation promissary note and environmental escrow

At 31 December 2011

Currency of denormination

Canadian Singapore Other

Sterling US dollars dollars dollars Euro curmencics Total
£m £m £m £m £m £m £m

Functional currency of Group's entities
Sterling - i1 (54 0) 02 08 ] 430)
US doliars - - 21 {07) - 02 16
Canadhian dollars - 45 - - - 03 48
Singapore dollars - 32 - - — - 32
Euro 21 21 - - — - -
Chinese RMB - {11 5) - - - - (15
Other currencies - 03 - - - - 03
21 97 (519 0 9) 08 {0 2) (44 6)

The US dollar denominated financial instruments consist mainly of cash and cash equivalents and recewvables and the Canadian
dollar denominated financial instruments conststs mainly of warranty provisions and inter-group loans




Hunting PLC Annual Report 2012 Q3

30. Fimancial Risk Management continued

{w) Translational Risk

Foreign exchange risk also anses from the Group’s investments in foreign operations Average rate options are used to reduce
translation nsk on the Group’s consohdated profit before tax by hedging the translation of approximately 50% of budgeted US
dollar earnings into sterling These derivatives are not designated as a hedge

The foreign exposure to net investments in foreign operations 15 managed using borrowings denominated in the same functional
currency as that of the hedged assets The borrowings are designated as a hedge of the net mvestment in foreign operatrons The
foreign exchange exposure primarily arises from US dollar denominated net investments

(b} Interest Rate Risk

Variable interest rates on cash at bank, deposits, overdrafts and borrowings expose the Group to cash flow interest risk and fixed
interest rates on loans and deposits expose the Group to fair value interest rate nsk The treasury function manages the Group’s
exposure to Interest rate nsk and has used interest rate swaps and caps, when considered approprate

(c) Cred:t Risk
The Group's credit sk anses from its available for sale financial assets, pension assets, cash and cash equivalents, investments,
denvative financial istruments and outstanding recevables

At the year end, the Group had credit nisk exposures to a wide range of counterparties Credit risk exposure 1s continually
montored and no individual exposure 1s considered to be significant in the context of the ordinary course of the Group's
activities

Exposure limuts are set for each approved counterparty, as well as the types of transactions that may be entered into Approved
institutions that the treasury function can invest surplus cash with all must have a minimum of an A1, P1 or F1 short-term rating
from Standard and Poor’s, Moody's or Fitch raling agencies and AAA rating for Money Market Funds

The majonty of cash and cash equivalents, which total £101 7m (2011 — £68 8m) at the year end, and investments of £3 2m
{2011 — £2 4m) have been deposited with banks with Fitch short-term ratings of F1 to F1+ All cash and cash equivalents and
investments are expected to be fuily recovered

The credit nsk of foreign exchange contracts 1s calculated before the contract 15 acquired and compared to the credit nsk imit set
for each counterparty Credit nisk 1s calculated as a fixed percentage of the nominal value of the instrument

Trade and other receivables are continuously moritored Credrt account limits are pnimartly based on the credit quality of the
customer and past expenence through trading relationships  To reduce credit nsk exposure from outstanding receivables, the
Group has taken out credit insurance with an external insurer, subject to certain conditions

The Company operates a pension scheme in the UK, which includes a funded defined benefit section with pension plan net
assets of £6 Om (2011 — £4 8m) The majonty of the Scheme’s deftned benefits are now covered by insurance company annuity
policies, meaning the pensions-related nisks have largely been eliminated The pension buy-in has been effected by using three
ingurers, so as to spread its credit sk The credit rating of these insurers 1s monttored

The Company also operates a defined benefit pension scheme in the US, which 1s unfunded Contributions are paid into a
separate investment vehicle and nvested in a wade portfolio of US mutual funds that are recognised by the Company as non-
current investments Investments at the year end amounted to £3 5m (2011 — £2 9m) and are expected to be fully recovered

(cf} Lrquudity Risk

The Group needs to ensure that 1t has sufficient iquid funds available to support its working capital and capital expenditure
requirements All subsidiaries submit weekly and bi-monthly treasury reports to the treasury function to enable them to monitor
the Group's requirements

The Group has suificient credit facilities to meet both its long and short-term requirements

The Group’s credit facilities are provided by a vanety of funding sources and total £416 2m (2011 — £423 6m) at the year end The
facilities comprise £375 0m (2011 - £375 Om) of commutted facilities and £41 2m (2011 — £48 6m) of uncommitted facihities Of
the uncommutted facihiies, £0 2m (2011 — £0 4m) 15 secured on the machinery that the loan was used to purchase and £41 Om
(2011 — £48 2m) 15 unsecured The £375 0m commutted facility ss unsecured

The commutted factliies comprise the £375 0m multi-currency loan facility from a syndicate of ten banks This facility expires on
5 August 2016 A commitment fee 1s payable on the undrawn amount
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30 Financial Risk Management continued
The Group’s treasury function maintains flexibility in funding by maintaining avatlability under commutted eredit faciliies The
Group has the following undrawn commutted borrowing facilities available at the year-end

2012 20m
£m fm

Floating rate-
Expinng between two and five years 187 2 128 5

Surplus funds are placed in short-term deposits with approved banks and with AAA rated Money Market Funds
The Group also has a letter of credit facility for £1 3m, which s secured by funds held on deposit of £0 8m

The tables below analyse the Group's and Company’s non-dervative fimancial hiabilities into relevant maturity groupings based
on the remaining peniod at the balance sheet date to the contractual maturity date of the financial liabilittes The amounts are the
contractual, undiscounted cash flows The carrying amounts in the balance sheet are the discounted amounts Balances due
within one year have been included m the maturity analysis at their carrying amounts, as the impact of discounting 1s not
significant

Group
2012
Ondemand Between
or within two and After five
one year five years years Total
£m £m £m £m
Non-dervative financial liabilities
Trade payables 662 - - 662
Accruals 506 41 - 547
Other payables 63 35 - 98
Provisions 125 124 61 310
Secured bank loans 02 - — 02
Unsecured bank loans 109 1973 - 2082
Other unsecured loans 12 37 - 49
Bank overdrafts 727 - - 727
2206 2210 61 4477
201
On dermand Between
or within two and After five
one year five years years Total
£m m fm £m
Non-derwvative financial habilihies
Trade payables 575 - - 575
Accruals 706 - - 706
Other payables 104 - - 104
Provisions 423 92 68 583
Secured bank loans 02 02 - 04
Unsecured bank loans 138 268 4 - 2822
Other unsecured loans 13 26 25 64
Bank overdrafts 337 - - 337
Liabihties held for sale 53 - - 53
2351 2804 93 5248

The Group had no net-settled financial habilities at the year end (2011 — none)
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The table below analyses the Group’s denvative financial instruments, which will be settled on a gross basis, nto matunity
groupings based on the penied remaining from the balance sheet date to the contractual matunty date The amounts disclosed n

the table are the contractual, undiscounted cash flows

On demand or within one year
2012 20m
£m £m
Currency derivatives — held for trading
- inflows 302 373
- outflows (301) (37 5)
Company
2012
On demand Between
or within iwo and
one year five years Total
fm £m £m
Non-dervative financial habities
Payables to subsidiaries 21 537 558
Accruals 64 41 105
Other payables 04 - 04
Provisions 02 04 06
Bank overdrafts 15 -~ 15

106 582 68 8

2011

On demand Botween

or within twao arud
one year {ive yeary Total
£m £m fm

Non-dervative financial habilities

Payables to subsidianies 32 715 747
Accruals 57 - 57
Other payables 04 - 04
Bank overdrafts Gl - 01

94 71.5 809

The Company did not have any dervative financial hiabilities

31 Financal Instruments Sensitivity Analysis

The following sensitivity analysis 1s intended to illustrate the sensitivity to changes in market variables on the Group’s and
Company’s financial instruments and show the impact on profit or loss and sharehaolders” equity Financial instruments affected
by market nsk include cash and cash equivalents, borrowings, deposits and denivative financial instruments The sensitivity

analysis relates to the position as at 31 December 2012

The sensitivity analysis has been prepared on the basis that the amount of net debt, the ratio of fixed to floating interest rates of
the cash and derivatives and the proportion of financial instruments in foreign currencies remain unchanged from the hedge

designations 1n place at 31 December 2012

The analysis excludes the impact of movements i market vanables on the carrying value of penston and other post-retirement

obhgations, provisions and on the non-financial assets and habulitres of foreign operations

The following assumptions have been made i calculating the sensitivity analysis

= Foreign exchange rate and interest rate sensitivities have an asymmetnic impact on the Group’s results, that 1s, an increase in

rates does not result in the same amount of movement as a decrease i rates

¢ For floating rate assets and habilities, the amount of asset or liabtlity outstanding at the balance sheet date 1s assumed to be

outstanding for the whole year

* Fixed rate financial instruments that are carried at amortsed cost are not subject to interest rate risk for the purpose of this

analysis

* The carrying values of financial assets and habiliies carned at amortised cost do not change as interest rates change

Positive figures represent an increase in profit or equity
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31 Financial Instruments Sensitivity Analysis continued

(1) Interest Rate Sensitivity

The sensitivity rate of 0 25% (2011 — 0 5%) for US interest rates represents managements’ assessment of a reasonably possible
change, based on histornical volatilty and a review of analysts’ research and banks’ expectations of future interest rates

Group
The table below shows the post-tax mpact for the year on the Group’s profit for an increase and decrease in interest rates, with
all other variables unchanged, at 31 December

2012 201

Income Income

statement staterment

fm £m

LS interest rates +0 25% (2011 +0 5%) o3 09
LS interest rates —0 25% {2011 -0 5%) 03 09

The movements in the income statement are mainly attnbutable to US dollar denommnated borrowings There 1s no impact on
equity for a change in tnterest rates

Company

The post-tax impact on the income statement, with all other vanables held constant, at 31 December, for an increase of 0 25%
{2011 - 0 25%} 10 the UK nterest rate, 1s to reduce profits by £0 1m (2011 — £01m) if the UK nterest rate were to decrease by
0 25% (2011 - 0 25%), then the post-tax impact would be to increase profits by £0 1m (2011 — £01m) The movements arise on
sterling loans from subsidiaries

There 1s no impact on equity for a change in interest rates

(1) Foreign Exchange Rate Sensitivity

The sensitivity rate of 10% (2011 — 10%) for US dollar and Canadian dollar exchange rates represents managements’ assessment
of a reasonably possible change, based on historical volatility and a review of analysts’ research and banks’ expectations of future
foreign exchange rates

Group
The table below shows the post-tax impact for the year of a reasonable change in foreign exchange rates, with all other variables
held constant, at 31 December

2012 201
Income Income

stalement Equity staternent Equity

£m £m £m £m

US dollar exchange rates +10% (2011 +10%) 34 (o (12 (84)
US dollar exchange rates —10% (2011 —10%) 40 137 15 103
Canadian dollar exchange rates +10% (2011 +10%) 02 12 26 (12}
Canadian dollar exchange rates -10% (2011 -10%) 03 14 33) 15

The movements in the income statement anse from cash, borrowings, receivables and payables where the functional currency of
the entity 15 different to the currency that the monetary items are denominated 1n

The movements i equity anse from net US dollar borrowings designated 1n a hedge of net investments in US subsicharies and
Canadian and US dollar denominated loans that have been recognised as part of the Group’s net mvestment in foreign
subsichianies
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31 Financial Instruments Sensitwity Analysis continued

Company

The table below shows the post-tax impact for the year of a reasonably possible change in the US dollar exchange rate, with afl
other varables held constant, at 31 December

2012 201
Income Income

statement staterment

£ £m

US dollar exchange rates +10% (2011 +10%) 10 04
US dollar exchange rates -10% (2011 —10%) 12 04
Canadian dollar exchange rates +10% (2011 +10%) ©1n -
Canadian dollar exchange rates —10% (2011 -10%) 01 -

The movement anises from US dollar denominated recevables and borrowings and Canadian dollar denominated recervables
There 15 no impact on equity from a change in the US dollar exchange rate

32 Post-Employment Benefits

Pensions

Within the UK, the Group operates a funded pension scheme, which includes a defined benefit section with benefits inked to
final salary and a defined contribution section with benefits dependent on future investment returns With effect from

31 December 2002, the defined benefit section was closed to new UK employees who are offered membership of the defined
cantribution section The majonty of UK employees are members of one of these arrangements

The majority of the Scheme's defined benefits are covered by msurance pohicies, meaning that pensions-related risks have largely
been eliminated This 1s demonstrated by the stability of the pension asset from year to year However, the obhgation ulimately
rests with the Group Duning the year, the Trustees pard additional funds into the existing insurance policies to secure further
benefits for members

A valuation of the defined benefit section of the Scheme was produced and updated to 31 December 2012 by independent
qualified actuaries

The main assumptions used for I1AS 19 purposes at 31 December were

2012 2011
Annual rates
Rate of increase n salanies 51% 5 2%
Rate of increase in pensions 31% 32%
Discount rate 4 3% 4 7%
Inflation {RPI) 3 1% 32%

The post-employment mortality assumptions allow for future improvements in mortality The mortality table imples that a 65
year old male currently has an expected future hifetime of 24 5 years 2011 — 24 3 years) and an expected future hifetime of 276
years (2011 - 27 4 years) for a male reaching 65 in 20 years’ time The mortality table implies that a 65 year old female currently
has an expected future fetime of 25 9 years (2011 — 25 8 years) and an expected future Iifetime of 27 8 years (2011 — 27 7 years)
for a female reaching 65 in 20 years’ time Based upon past experience, pension increases have been assumed to be in line with
RP! inflation

The expected rate of return on assets for the year ending 31 December 2012 was 4 6% pa based on financial conditions as at

31 December 2011 The expected rate of return on pension plan assets 1s generally determined as management’s best estirmate of
the long-term return on the major asset classes weighted by the actual allocation of assets at the measurement date The
expected rate of return on the insurance pohicies has been set equal to the discount rate

Other Information
The defined contribution section of the Scheme held assets, equal to its lrabihities, of £91m as at 31 December 2012
(2011 - £6 6m)
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32 Post-Employment Benefits continued

Scheme Assets

The proportions of the total assets in the defined benefit section of the Scheme for each asset class and the contributions
made were

2012 2011
Insurance annuity policies 100% 98%
Cash - 2%

100% 100%

Employer contnbutions made during the year to the defined benefit seciion of the Scheme (£m) 40 32

In accordance with IAS19, the insurance annuity policies held to match the obligations in respect of pensioners and deferred
pensioners of the Scheme have been valued by placing a value on them equal to the related obligations In accordance with
1AS19 and IFRS13, the msurance policy held to meet the obligations in respect of active members of the Scheme has been valued
by discounting the expected future payments from the policy using assumptions that are consistent with the assumptions used to
value the obligations for active members

During the year to 31 December 2012, contributions by the Group of £1 3m (2011 — £1 1m} were also made to the UK defined
contribution section of the Scheme For 2013, the Group will pay estimated contributions of £3 8m to the defined benefit section
of the Scheme Contributions to the defined contribution section of the Scheme are in addition

Surplus in the Plan
The following amounts were measured 1n accordance with 1AS 19

2012 on

fm £m
Total fair value of plan assets 2548 2380
Present value of obligations (2488) (2332
Asset recognised in the balance sheet 60 48
Movements in the Present Value of the Defined Benefit Obligation

20M2 201

£m £m
Change in present value of obhgation
Present value of obligation at the start of the year 2332 2184
Current service cost (employer) 20 21
Interest cost 108 116
Contributions by plan participants 04 04
Actuarial losses 132 1nz
Benefits paid {10 8) (10 5)
Present value of obligation at the end of the year 248 8 2332
Movements in the Fair Value of Plan Assets

2012 201

£m £m
Change in plan assets
Fair value of plan assets at the start of the year 2380 2239
Expected return on plan assets 108 1n7z
Actuarial gam on plan assets 124 93
Contributions by plan participants 04 04
Contributions by employer 40 32
Benefits paid (10 8) (10 5)
Fair value of plan assets at the end of the year 254 8 2380

For 2012, the actual return on the plan assets amounted to a gain of £23 2m (2011 — £21 O0m) The gain arising as a result of the
increase n the value placed on the insurance annuity policies s offset by a corresponding increase 1n the value placed on the
corresponding habilities This effect i seen in the actuanal losses on the defined benefit obligations stated above
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32 Post-Employment Benefits continued
Total Expense Recogmised in the Income Statement

2012 201

£m £

Interest cost 108 16
Expected return on assets {10 8) (117)
Net (ncome} recognised in net finance costs - 1
Current service cost (employer) — recogrised within operating expenses 20 21
Total expense included within staff costs (nhote 10) 20 20

In addition, employer contributions of £4 4m (2011 - £4 2m) for various Group defined contribution arrangements {including the
UK defined contribution arrangement referred to on page 97) are recognised in the income statement

Total Expense Recagnised in the Statement of Comprehensive Income

2012 20m
fm £m
Actuanal losses before tax 08 19

The cumulative actuarial gains and losses recognised mn the Statement of Comprehensive Income at 31 December 2012 15 a loss
of £37 7m (2011 — £36 9m)

Amounts to be Shown for the Current and Previous Periods

2012 2011 2010 2009 2008
Difference between the expected and actual return on plan assets
Amount (£m) 124 93 (23) 386 (353}
As a percentage of plan assets 5% 4% 1% 17% {19%
Experience (losses) and gains on obhigations
Amount (£m) on an 70 {02 {02)
As a percentage of the present value of the obligations 0% 0% 3% 0% 0%
£m £m £m im im
Present value of defined benefit obligation {2488) (2332 (2184 (2145 (1750
Fair value of plan assets 2548 2380 2239 2225 182 6
Surplus i the plan 60 48 55 80 76

Unfunded Defined Benefit Pension Scheme

The Group also operates a cash balance arrangement in the US for certam executives Members build up benefits in this
arrangement by way of notional contributions and notional mvestment returns Actual contnibutions are paid into an entirely
separate nvestment vehicle held by the Company, which 15 used to pay benefits due from the cash balance arrangement when
the member retires

Under IAS 19 the cash balance arrangement 15 accounted for as an unfunded defined benefit scheme At 31 December 2012,
total obligations arsing from the scheme were £3 5m (2011 — £2 9m) and movements duning the year comprised a service cost
{equal to the notiona! contributtons) of £0 Tm (2011 — £0 1m), an interest cost of £0 Tm (2011— £0 1m), an actuanal loss
(representing the excess of notional investment returns over the mierest cost) of £0 5m (2011 — £0 2m gan), benefits paid of £l
(2011 — £0 1Tm) and a foreign exchange gamn of £0 im 2011 — £0 1m loss)

Company
The Company has no employees and therefore does not participate in any of the above schemes, although 1t does guarantee the
contributions due by the participating employers
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33 Share Capital and Share Premium

Group and Company
2012
MNumber of
Ordinary Ordinary
shares of shares of Share
25p each 25p each premium
Number £m £m
At 1 January 146,316,186 366 871
Shares issued — share option schemes and awards 733,055 02 14
At 31 December 147,049,241 368 885
20m
Number of
Ordinary Orchnary
shares of shares of Share
25p each 25p cach premium
Number Em £m
At 1 January 132,519,924 331 858
Shares 1ssued — share placing (note 34) 13,175,838 33 —
Shares 1ssued — share option schemes 620,424 02 13
At 31 December 146,316,186 366 871

There are no restrictions attached to any of the Ordinary shares in 1ssue and all Ordinary shares carry equal voling rights, except
those shares which are held by the Company as Treasury shares The rights attached to the Company’s Ordinary shares are

summarised on page 37 All of the Ordinary shares in issue are fully pard

At 31 December 2012, the Group held 986,731 {2011 - 1,072,186) Treasury shares Detalls of the carrying amount are set out n

note 35

34 Other Components of Equity
Year ended 31 December 2012

Croup Company
Foreign
Cash flow currency Other
Other hedge  translation reserves
reserves reserve reserve Total total
£m £m £m £m £m
At 1 January 70 03 344 411 70
Exchange adjustments net of tax - - {27 3) (273 -
Release of foreign exchange adjustments on disposal of subsidiary
net of tax - - 23 z3 -
Fair value gains and losses
— gains ongmnating on cash flow hedges ansing during the year net of tax - 04 - 04 -
Share options
- value of employee services 25 - - 25 25
- discharge (17 - - a7 (17)
At 31 December 78 01 48 127 78
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Group Company
Foreign
Cash flow curmrency Other
Other Merger hedge translation reserves
reserves resetve reserve reserve Tota) total
£m £m £m £m im fm

At 1 January 233 - 04 285 522 56
Exchange adjustments net of tax - - - 59 59 -
Farr value gains and losses
— gain on available for sale financial investment arsing during

the year net of tax 353 - - - 353 -
— gamns transferred to income statement on redemption of

available for sale financial investment net of tax (53 2) - - - (532 -
— gains onginating on cash flow hedges arising during the year

net of tax - - 40 - 40 -
— gatns transferred to income statement on disposal of cash flow

hedges net of tax - - (06) - (0 6) -
- gawns transferred to goodwill on disposal of cash flow hedges

net of tax - - “41) - 41 -
Shares ssued
— share premium on share placing - az1 - - 821 821
— share placing costs - 19 - - (19 (19
Share options
— value of employee services 22 - - - 22
—discharge {06} - - - 22 (06)
Transfer between reserves - (80 2) - - (06) (80 2)
Other - - - - (80 2) (02}
At 31 December 70 - (0.3) 344 411 70

On 5 August 2011, a placing of 13,175,838 new Ordinary shares at a price of 648 Op took place, representing approximately

9 9% of Hunting’s existing 1ssued Ordinary share capital In accordance with Section 612 of the Companies Act 2006, the

prermium from the placing of £82 1m, along with costs of £1 9m, were recognised in the merger reserve The net proceeds of
£83 5m were used to fund, 1n part, the acquisition of Titan The merger reserve has been transferred to retained earnings as it has

become distnbutahle

Other reserves include share option reserves, capital redemption reserves and available for sale financial assets reserves

Company

The Company’s other reserves compnse the merger and share option reserves
pany P B P

35 Retained Earnings

Croup Company
2012 201 2012 20m
£m £m £m Im

At 1 January 5504 409 3 1430 840
Profit (loss) for the year 128 ¢ 791 217 “1
Actuanal loss on defined benefit pension schemes net of tax ao (3 - -
Dividends paid {22 6) (16 8) (22 5) {16 8}
Treasury shares
- purchase of treasury shares 08 an (08 an
~ disposal of treasury shares - 02 - 02
Share options and awards
— discharge 28 06 28 06
— taxation 02 02 - -
Transfer between reserves - 802 - 802
At 31 December 657 5 5504 1441 143 0

In respect of the tax on the actuanal loss on defined beneflit pension schemes, £0 2m (2011 — £0 5m) arises on the current year's

movement and £0 Im {2011 — £0 Tm} 1s due to a change in tax rates
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35 Retained Earmings continued
Retained earnings include the following amounts in respect of the carrying amount of Treasury shares

Group Company
2012 201 2012 201
£m £m £m fm

Cost

At 1 January 64 (55) (6 4) (55
Purchase of Treasury shares (0 8) an 08 (11
Disposal of Treasury shares 10 02 10 02
At 31 December (62 6 4) 6 2) 64)

The loss on disposal of Treasury shares duning the year, which 1s recognised in retained earnings, was

Group Company
2012 20m 2012 204t
£m £m £m £m
Loss on disposal (10 — {10) -

Company

In accordance with the exemption allowed by Section 408 of the Companies Act 2006, the Cempany has not presented its own
income staterment and statement of comprehensive income A profit of £21 7m (2011 — £4 1m loss) has been accounted for in the
financial statements of the Company

36 Capital Risk Management
The Group’s capital consists of equity and net debt

2012 201

£m £m

Total equity 813 8 7320
Net debt 163 8 2184
Capital employed 977 6 950 4
Gearing 20% 30%

Capital employed 1s managed with the aim of maintaining an appropriate level of financing available for the Group’s activities
The balance of debt and equity, as reflected in the geaning ratio, which 15 net debt expressed as a percentage of total equity, 15
managed having due regard to the respective cost of funds and therr availability

The Group's net debt 1s monitored on a daily basis and 1s managed by the control of working capital, dividend and capital
expenditure payments and the purchase and disposal of assets and businesses The level of net debt and related gearing ratio of
20% at 31 December 2012 15 considered comfortable, with adequate headroom remaining, grving management ongoing
flexibility

For debt funding, the Group ensures that banking and other borrowing covenants are complied with, and that appropriate
forecast headroom exists, to ensure that borrowing facilities remamn in place The main financial covenants attached to the £375m
committed bank facility require EBITDA to cover net finance charges by a mimmum of 4 times and net debt to be no more than
3 5 times adjusted EBITDA The maximum net debt 1o EBITDA perrmtted will reduce to 3 tmes in June 2013 and will remain at
that level until the facility expires in 2016 For bank covenant testng purposes, the Group’s EBITDA 1s adjusted to include the
share of associates’ post-tax results and exclude the fair value charge for share awards EBITDA, for covenant test purposes, 1s
based on the previous rolling twelve month pertod, measured twice yearly at 30 June and 31 December The covenants are
momttored on a monthly basis and all external covenant requirements were met during the year Both key bank covenant metrics
at year end were well covered

Return on average capital employed is a KPl management uses to assess business unit performance The Group return on capital
employed has fallen from 15% during 2011 to 14% 1n 2012 pnimanly due to the higher level of capital employed following the
acquisition programime

Changes in equity anse from the retention of earnings and, from time to time, 1ssues of share capital The Board considers each
ordinary dividend proposed based on the merits of the information avatlable to 1t at the time  Consideratton 15 given o the
financial projections of business performance and capital investment needs, together with feedback from shareholder discussions
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36 Capital Risk Management continued

The Group operates a centralised treasury function with policies and procedures approved by the Board These cover funding,
banking relatronships, foretgn currency, interest rate exposures, cash management and the investrnent of surplus cash Further
detall on financial risks 1s provided within note 30

The Group has sigmficant foreign operattons and hence results originate in a number of currencies, particularly in US dollars As
a result, the Group's financial statements, which are reported in sterling, are subject to the effects of foreign exchange rate
fluctuations with respect o currency conversions Currency options are used to reduce currency nsk movements on the Group’s
results, by hedging approximately 50% of each year’s budgeted US dollar eamings into sterling Currency exposure on the
balance sheet 15, where practical, reduced by financing assets with borrowings in the same currency Spot and forward foreign
exchange contracts are used to cover the net exposure of purchases and sales in non-domestic currencies

37 Dividends Paid

Group and Company
9 20m1
Pence Pence

pershare £m per share £m
Ordinary dividends
2012 intertim paid 45 66 - -
2011 fmal pard 1m0 160 - -
2011 intenm paid - - 40 58
2010 fina! pad - - 83 10

155 226 123 168

A final dividend of 14 Op per share has been proposed by the Board, amounting to an estmated distribution of £20 4m The
proposed final dvidend 15 subject to approval by the shareholders at the Annual General Meeting to be held on 17 April 2013
and has not been provided for in these financial statements

38 Share-based Payments

Group and Company

{a) Executive Share Options

The Company used to operate an executive share aption scheme, which granted options to eligible employees Under this
scheme, the final granting of options occurred on 4 March 2008 and the subsequent final vesting of options ocurred on 4 March
2011 Vesting of options was subject to the achievement of performance targets over a three year peniod Thereafter the
employee, subject to continued employment, has seven years in which to exercise the option

Options were valued using an option pricing modet based on the binomial model, but adjusted for the particular features of the
ophons The assumptions used n calculating the charge to the income statement, which only related to options granted after
November 2002 as permitted by IFRS 2, were as follows

Date of grant 0403 2008
Exercise price (p) 784 5
Share price at grant (p) 784 5
Expected volatiity (% pa) 32
Dwvidend yield (% pa) 1
Risk-free interest rate (% pa) 43
Turnover rates (% pa) 5
Fair value at grant (p) 2949

The expected volatility was calculated as the historic volatihty of the Hunting PLC share return over the five years prior to each
grant date

The charge to the income statement attnbutable to Executive Share Options 15 £nil (2011 — £0 2m, recogrised as part of
operating expenses)
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38 Share-based Payments continved
Share Option Movements Duning the Year

2012

2011

Werghted Wensghted

average average

Number exercrse Number exervse

of options prce (p) of options price (B}

Outstanding at beginning of the year 2,539,424 338 3,205,151 322
Exercised dunng the year (524,918) 294 (626,145) 233
Lapsed during the year (8,263) 785 (39,582) 703
Outstanding and exercisable at the year end 2,006,243 348 2,539,424 338

Options were granted with an exercise price equal to the average closing mid-market price of the Company’s share price for the

three trading days prior to the date of grant
The weighted average share price at the date of exercise was 904 Op (2011 - 755 Op)

Share Options Outstanding at the Year End

2012 20N Exercise
Number Number  pnice range
of options of oplions P

Exerctse penod

Executive Share Options 2002 — vested 189,389 167 4

15 04 05-14 0412

Executive Share Options 2003 - vested 58,850 78,592 790 140306-130313
Executive Share Options 2004 — vested 562,964 637,728 1169 310307-3003 14
Executive Share Options 2005 - vested 493,820 564,511 2207 090308-080315
Executive Share Options 2006 - vested 350,168 420,142 3830 080309-070316
Executive Share Options 2007 — vested 273,602 334,228 6400 060310-050317
Executive Share Options 2008 - vested 266,839 314,834 7845 040311-030318

2,006,243 2,539,424

(b) Performance Share Plan (“PSP")

The Company continues to operate and grant share awards and options under its performance share plan Under the PSP, annual
conditional awards of shares and options may be made to executive Directors and senior employees Awards and options are
subject to performance conditions and continued employment during the vesting period The PSP 1s a share award scheme and

as such there 1s no exercise price

The PSP awards made in the year will vest subject to total shareholder return {(“TSR”) performance over a three year period from
the date of grant, relative to comparator companies from the Dow Jones US Ot Equipment and Services sector index and the D)

STOXX TM OIl Equipment and Services sector index

Details of the PSP awards and options movements during the year are set out below

2012

201

Number Number
of awards of awards
Qutstanding at beginning of the year 635,571 450,112
Granted during the year 309,924 249,323
Lapsed during the year {233,439) (63,864)
Qutstanding at the end of the year 712,056 635,571
Details of PSP awards and options outstanding at 31 December 2012 are as follows
Number Number
of shares of shares Normal
2012 2011 vesting date
Date of grant
29 Apnl 2009 - 155,541 28 0412
26 February 2010 248,453 264,717 260213
25 February 2011 202,214 215,313 250214
17 Apnl 2012 261,389 - 170415
Qutstanding at the end of the year 712,056 635,571
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38 Share-based Payments conunued
The fair value of the PSP awards and options granted in 2012 was calculated using the Stochastic prncing model (also known as
the “Monte Carlo” model), which incorporates the effect of the TSR performance condition

The assumptions used n the mode! were as follows

2012 201
Weighted average share price at grant 9060p 7745p
Expected volatility — Hunting PLC 353% 507%
Expected volatlity - Comparator group (average) 442%  714%
Risk free rate 0 5% 19%
Expected hfe 3years 3 years
Fair value 604 97p 525 89p

The expected volatility was calculated using historic weekly volatility over three years prior to grant, equal in length to the
performance penod at the date of grant The expected volatilittes of each constituent of the comparator group are calculated on
the same basis and input into the model indiwvidually and the average of these figures 1s shown in the table above

The expected life of the award has been calculated as three years, commensurate with the vesting peniod The risk free rate 15
based on the UK gilt rate commensurate with the vesting period prevailing at the date of grant

Participants are entitled to a dividend equivalent over the number of shares that make up thewr award It 1s accumulated over the
vesting penod and reteased subject to the achievement of the performance condition This 15 factored into the fair value
calculation and as a result the dividend yield assumption 1s set to zero

The itial accounting charge of the PSP incorporates an estimate of the number of shares that are expected to lapse for those
participants who cease employment during the vesting period The estimate of the expected forfetture rate 1s 2 5% per annum
The subsequent accounting charge for 2012 includes an adjustment to the initial accounting charge to allow for actual lapses
rather than estimated lapses

The charge to the iIncome statement attributable to the PSP 1s £1 Om (2011 — £0 8m), which 1s recognised in operating expenses

(c) Restricted Share Plan (“RSP”)

The Company continues to operate and grant share awards and options under its restricted share plan Under the RSP, annual
conditional awards of shares and options may be made to employees subject to continued employment duning the vesting
pertod There are no performance conditions attached to these awards and options The RSP 1s a share award scheme and as
such there 15 no exercise price

Details of the RSP awards and options movements during the year are set out below

2012 201
MNumber Mumber
ofawards of awards
Qutstanding at beginning of the year 618,570 432,419
Granted during the year 272,023 220,296
Vested during the year (208,137) {5,876)
Lapsed during the year (78,755) (28,269)
Qutstanding at the end of the year 603,701 618,570

The weighted average share price at the date of vesting, for awards vesting during the year, was 951 0p (2011 — 700 3p)

Details of RSP awards and options outstanding at 31 December 2012 are as follows

Number Nurnber
of shares of shares Normal
2012 201 vesting date
Date of grant
29 Apnil 2009 - 209,810 280412
26 February 2010 171,470 195,405 260213
25 February 20N 179,787 213,355 250214
17 April 2012 252,444 - 170415

Outstanding at the end of the year 603,701 618,570

105



106 Hunting PLC Annual Report 2012

Notes to the Financial Statements continued

38. Share-based Payments continued
The fair value of the RSP award granted i 2012 was calculated using the Black-Scholes pricing madel The assumptions used i
the model were as follows

2012 201
Weighted average share price at grant 9060p 774 5p
Expected volatility 353% 507%
Risk free rate 05% 19%
Expected life Jyears 3 years
Fair value 906 0p 774 5p

The expected volatility was calculated using historic weekly volatifity over three years to grant, equal in length to the remaining
portion of the performance perod at the date of grant

The expected fe of the award has been calculated as three years, commensurate with the vesting period The risk free rate 1s
based on the UK gilt rate commensurate with the vesting penod prevailing at the date of grant

Participants are entitled to a dividend equivalent over the number of shares which make up their award It 1s accumulated over
the vesting period and released subject to the employee remaining in employment This 15 factored into the fair value calculation
and as a result the dividend yield assumption 1s set to zero

The initial accounting charge of the RSP incorporates an estimate of the number of shares that are expected to lapse for those
participants who cease employment during the vesting period The estimate of the expected forfeiture rate 1s 2 5% per annum
The subsequent accounting charge for 2012 ncludes an adjustment to the initial accounting charge to allow for actual lapses
rather than estimated lapses

The charge to the income statement attributable to the RSP 1s £1 5m (2011 — £1 2m), which 1s recognised in operating expenses

(d} Long-Term Incentive Plan
The Group operates a Long-Term Incentive Plan (“LTIP*) for key executives LTIP awards may be settled in shares or cash Details
of awards made under thss plan are contained within the Remuneration Committee Report on page 46

The fair value charge to the income statement attnbutable to the LTIP 15 £4 5m (2011 - £4 7m) and the hability m relation to the
LTIP at the year-end 1s £8 Tm (2011 — £4 9m)

39 Operating Leases
The Group as Lessee
Operating lease payments mainly represent rentals payable by the Group for properties

2012 201t

Property Others Total Property Others Total
£m £fm £m fm £m £m

Operating lease payments recogmsed m income staterent
Lease and rental payments* 638 0.7 7.5 69 06 75

* Included in the charge for the year 15 £0 6m (2011 - £1 5m) for discontinued operations

Total future aggregate minimum lease payments under non-cancellable operating leases expinng

2012 2011

Property Others Total Property Cthers Total

£m £m £m £m £m im

Within one year 81 06 8.7 84 05 89
Between two and five years 203 09 212 247 11 258
After five years 72 - 7.2 141 - 141
Total lease payments 356 1.5 371 472 16 48 8

Included i the total future payments above, as at 31 December 2011, 1s £9 9m commutted to by Field Aviation, which was sold
on 27 Apri 2012 The Hunting Group’s obligation m relation to these leases ceased at this date
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39 Operating Leases continued

The Group as Lessor

Property rental earned durning the year was £1 7m (2011 — £2 8m), of which £0 9m (2011 - £2 1m) relates to discontinued
operations A number of the Group’s leasehald properties are sublet under existing lease agreements

Total future mimimum sublease income recevable under non-cancellable operating leases expiring

2012 201

Property Property

£m £m

Within one year 07 06
Between two and five years 04 08
Total lease income recewvable 11 14

40 Exploration and Evaluation Activities
The assets, habilities, Income, expense and cash flows ansing on the Group’s exploration for and evaluation of oil and gas
resources are as follows

The Group had £0 9m assets (2011 — £nil) and £2 2m labilities (2011 — £3 2m) relating to the exploration for and evaluation of all
and gas reserves

During the year income earned on exploration and evaluation activities was £nil (2011 — £ni1l) and expenses incurred for the year
were £2 0m (2011 — £nil), with tax relief of £0 7m (2011 — £nil) Expenses compnse £2 Om (2011 - £nil) for dry hole costs

Cash outflows from operating activities were £2 Om (2011 — £nil} and outflows from nvesting actvities were £ml (2011 — £0 1m)

The Group 1s comimitted to £19m (2011 - £0 3m) for expected drilling costs, but these have not been provided for in the
financial statements

41 Related Party Transactions

Group

The following related party transactions took place between wholly-owned subsidianes of the Group and associates during
the year

2012 201
£m £m
Transactions
Sales of goods and services 25 24
Purchase of goads and services on 03
Royalties recevable 06 05
Dwvidends received from assocrates 01 23
Movement on loans to and from assocrates
Loans from associates repaid 09 06}
Loans from associates - 01
Loans to associates 01 (D 6}
Loans to associates repaid 03 -
Year end balances
Interest beaning loans owed to associates - 09
Receivables from associates 06 08
Payables from associates 0N 0y

The outstanding balances at the year-end are unsecured and have no fixed date for repayment No expense has been recogrised
in the penod for bad or doubtful debts in respect of amounts owed by associates

All interests 1n assocrates are n the equity shares of those companies
The key management of the Company comprises the executive and non-executive Directors only The details of the Directors’

compensation are disclosed in note 10 The Directors of the Company had no matenal transactions ather than as a result of therr
service agreements
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41 Related Party Transactions continued

Company

The following related party transactions took place between the Company and wholly-owned subsidiartes of the Group during
the year

2012 2011
£m £m
Transactions
Royalties receivable 111 16
Management fees payable (0 6} 33
Recharges
Share options and awards 25 17
LTIP recharges 61 47
Administrative expenses 13 23
Loans received from subsidiaries - 220
Loan from subsidrary repaid {16 4) 28 4)
Loan to subsidiary - (16 4)
Loan to subsidiary repaid 16 4 -
Interest payable on inter-company loans (09) a3
Interest receivable on inter-company loans 02 04
Dwvidends received from subsidiaries 167 04
Year end balances
Amounts owed to subsidianes (54 3) (74 7)
Amounts owed by subsidianes 295 351

All balances between the Company and its subsidiaries have no fixed term for repayment and are unsecured

The Company also serves as the Group's intermediary for the provision of UK group tax relief, VAT and certain group insurances
At the year end, the outstanding balance recevable for these services was £6 8m (2011 - £6 Tm)

42 Acquisitions
Titan

Titan was acquired on 16 September 2011 On 9 January 2012, £2 Om was paid for adjustments specified in the sale and
purchase agreement

Doffing
W L Doffing £ P was acquired on 2 September 2011 On 30 January 2012, £0 2m was paid for working capital adjustments

A credit of £1 1m has been recognised in the Income statement for the contingent consideration arrangemenit, as the future
payments are not ltkely to be required (note 7)

Acguisition costs
During the year, acquisition related costs of £0 8m were incurred These have been charged to operating expenses and have not
been presented as exceptional
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43 Business Disposals

On 27 Apni 2012, the Group sold Hunting Canadian Aisport Holdings Ltd and its subsidianes, including Field Aviation Company
Inc (together referred to as “Field Aviation”) to Amavco Inc, through its subsidiary 1650614 Alberta Ltd , a group of companies
owned by a consortium of North American investors assembled by the current management team of Freld Aviation The agreed
selling price was £7 5m (Can$12 Om), with £2 5m (Can$4 Om) placed mto an environmental escrow account, £1 9m {Can$3 Om)
deferred in the form of an mterest-bearing promssory note and the remainder paid in cash Following fair value adjustments,
principally relating to amounts held in the environmental escrow, the fair value of the consideration was £5 0m

Details of the net assets disposed and consideration at fair value are set out below

£m
Property, plant and equipment 21
Deferred tax assets 02
Inventories 39
Trade and other recevables 56
Cash and cash equivalents 12
Current tax assets 02
Trade and other payables (77)
Provisions 03)
Delerred tax habilites 01
Net assets disposed 51
Release of foretgn exchange adjustments 21)
Costs of disposal 06
Profit on disposal , 14
Fair value of consideration 50
The fair value of the consideration comprised the following
Net cash proceeds 31
Promissory note 17
Environmental escrow 02
Fair value of consideration 50

Promissory note

As part of the consideration, the Group subscribed to a promissory note, which 1s carried as a receivable at amortised cost The
note 1s repayable by 31 December 2018, 1s unsecured and 1s subordinate to bank debt put in place by the purchaser Interest 1s
charged at an effective rate of 10 8% per annum on the note

Environmental escrow

Under the terms of the sale of Field Aviation, Hunting and the purchaser have agreed to establish an environmental escrow
account to pay for any potential environmental matters which may arise relating to Field Aviation’s hangar faciliies in Calgary
The escrow account will remain in place until the property lease expires in 2027 or until a time when such environmental
matters have been satisfactorily resolved The environmental escrow account was recognised at its fair value of £0 2m as an
available for sale financial asset No changes to the fair value have occurred since its initial recognition

109
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44, Principal Subsidiaries and Associates

Subsidianes and associates

Country of incorporahion and operations.

Business

Oil and gas activities
Hunting Energy Services Inc

Hunting Energy Services (Dnlling Tools), Inc
Hunting Energy Services (International) Limrted
Hunting Energy Services (UK) Limited (60%)
Hunting Energy Services Limited

Hunting Energy Services {(Well Intervention) Limited
Hunting Energy Services ({Canada) Ltd

Hunting Energy Services (Dnlling Tools) Ltd
Hunting Energy Services (International) Pte Ltd
Hunting Energy Services Pte Ltd

Hunting Energy Services (Wuxi) Co Ltd (70%)
Hunting Welltonic Limited

Natronal Coupling Company Inc

Hunting Innova, Inc

Hunting Titan, Ltd
Hunting Dearborn, Inc
Hunting Specialty Supply, L P

Other activities
E A Gibson Shipbrokers Limited

Tenkay Resources, Inc

Corporate activities

Hunting Energy Corporation

Hunting Energy Holdings Limited*
Huntaven Properties Limited

Hunting Knightshbridge Holdings Linuted*
Hunting U § Holdings, Inc

Hunting America Corporation

USA

USA

England and Scottand
Scotland and Netherlands
Scotland

Scotland, USA and Singapore
Canada

Canada

Singapore

Singapore

China

Scotland

USA

USA

USA and Canada
USA

USA

England, Hong Kong, Singapore
and Norway
USA

USA
England
England
England
USA
USA

Oilfield and trenchless drilling
products and services

Dunlling equipment

Qulfield services

Oulfield services

OQilfield services

Qilfield services

Oilfield services

Drilling equipment

Oilfield services

Oilheld services

Oulfeld services

Onlfield services

Onlfield services

Oulfield services electronic
component manufacturer

Ol and gas industry perforating
systems

Oilfield services — precision
engineering

Oulfield services

Shipbroking, LPG broking

Ol and natural gas exploration

Holding company
Holding company
Group properties
Finance

Holding company
Finance

Notes

1 Certan subsidiaries and 2ssociates have been excluded from the above where in the opiion of the Directors they do not have a matenial beanng on the profits or assets of the

Group

2 Except where otherwise stated companies are wholly-owned being incorporated and operating in the countries indicated

3 Interests in compames marked * are held directly by Hunting PLC

4 All interests in subsidianies and associates are in the equity shares of those companies
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45. Prinaipal Accounting Policies
The Group's principal accounting policies are described below

(1) Consolidation
¢ The Group accounts include the results of the Company and its subsidiaries, together with its share of associates
* Uniform accounting policies have been adopted across the Group

(2) Subsidiaries

¢ Subsidarnies are entities over which the Group has the power to govern the financial and operating polictes irespective of the
percentage of voting nights owned

¢ Subsidiartes are consolidated from the date on which contro! 1s transferred to the Group and are de-consolidated from the date
control ceases

¢ The Group uses the acquisiion method of accounting for business combmations Consequently the consideration 1s determined as
the fair value of the net assets transferred to the vendor and includes an estimate of any contingent consideration The net assets
acquired are also measured at their respective fair values for initial recogrition purposes on the acquisitton date

* Acquisition-related costs are expensed to the income statement as incurred

(3) Discontinued Operations

¢ A disconttnued operation 1s a companent of the Group that has either been disposed of or that 1s classified as held-for-sale,
which represents a separate major line of business or geographical area of operations and s part of a single coordinated plan
to dispose of a separate major line of business or geographical area of operations

* I[iscontinued operations are presented separately in the income statement and are shown net of tax

{4} Revenue

* Revenue 1s measured as the fair value of the consideration receved or receivable for the provision of goods or services in the
ordinary course of business, taking into account trade discounts and volume rebates, and 15 stated net of sales taxes

¢ Revenue from the sale of goods 1s recognised when the significant nsks and rewards of ownership have been transferred to the
customer, which s normally on delivery of the products

= Revenue from the sale of services 1s recognised when the services are rendered

¢ Revenue from the rental of plant and equipment 1s recogmsed as the income 1s eamned

(5) Exceptional ltems

¢ Exceptional items are regarded as items of ncome and expense, which should be separately disclosed by virtue of therr
significant size, maidence or nature to enable a full understanding of the Group’s financial performance Exceptional items
principally compnise profits or losses on the disposal of subsidharies, the impairment of assets, dry hole costs, movements on
provisions for warranties on the disposal of subsidiaries, refund from Canadian tax authortties, retention bonuses for
management of acquired businesses, acquisition costs, unamortised loan facility fees written off on early termination of the
facility, the charge to the income statement for the value uplift to inventcnes, provisions for onerous leases and the release of
contingent consideration habilities recognised on acquisition of subsidiaries

{6) Interest
* Interest ncome and expense 1s recogrised 1n the ncome statement using the effective interest method

{7) Foreign Currencies

{a} Individual Subsidianies” and Associates’” Accounts

* The financial statements for each of the Group’s subsidiaries and associates are prepared using their functional currency

* The functienal currency 1s the currency of the primary economic environment in which the entity operates

* Transactions denoted 1n currencies other than the functional currency are translated into the functional currency at the
exchange rate ruling at the date of the transaction

= Monetary assets and liabilities, except borrowings designated as a hedging instrument in a net nvestment hedge, dencted in
non-functional currencies are retranslated at the exchange rate ruling at the balance sheet date and exchange differences are
taken to the income statement

* Borrowings designated as a hedging instrument in a net mvestment hedge are retranslated at the exchange rate ruling at the
balance sheet dale and exchange differences are taken direct to equity

{b) Group Consolidated Accounts

* The presentation currency of the Group 1s sterling

* The net assets of non-sterling denominated subsidiaries and assocrates are transtated into sterling at the exchange rates ruling at
the balance sheet date

* The income statements of subsidianies and associates are translated into sterling at the average rates of exchange for the year

* Exchange differences are recogrised directly in equity 1n the foreign currency translation reserve, together with exchange
differences ansing on foreign currency loans used to finance forergn currency net investments

* The foreign currency translation reserve commenced on 1 January 2004 Amounts ansing prior to that date were re-set to zero

* On the disposal of a business, the cumulative exchange differences previously recognised in the foreign currency translation
reserve relating to that business are transferred to the income statement as part of the gan or loss on disposal
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45 Prinapal Accounting Policies continued

(8) Taxation

» The taxation charge in the income statement compnises current tax and deferred tax ansing on the current year’s profit before
tax and adjustments to tax arsing on pnor years’ profits

» Current tax 1s the expected tax payable arsing in the current year on the current year's profit before tax, using tax rates
enacted or substantively enacted at the balance sheet date, plus adjustments to tax payable in respect of prior years’ profits

¢ Deferred ax 15 the expected tax payable on the current year’s profit before tax ansing in a future year, using tax rates enacted
or substantively enacted at the balance sheet date that are expected to apply when the related deferred tax asset 1s realised or
the deferred tax hability 1s settled

e full provision 1s made for deferred taxation, using the hability methoed, on all taxable temporary differences Deferred tax
assets and habilities are recognised separately on the balance sheet and are reported as non-current assets in line with I1AS 1

= Deferred tax assets are recognised only to the extent that they are expected to be recoverable Deferred taxation on
unremitted overseas earnings 1s provided for to the extent a tax charge 15 foresesable

» If tems of income and expense are recogrused in other comprehensive income, then the current and deferred tax relating to
those tems 15 also recogmised in other comprehensive income

(9) Segmental Reporting

* Financial information on operating segments that corresponds with information regularly reviewed by the Chief Operating
Decision Maker 1s disclosed in the accounts

= Operating segments are components of the Group that are engaged in providing related products

* Geographical mformation 1s based on the location of where the sale originated and where the non-current assets are located

(10) Property, Plant and Equipment and Depreciation

(a) General

* Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in value Cost includes
expenditure that 1s directly atinbutable to the acquisition and nstallation of the asset

* Depreciation 1s charged so as to write off the cost of assets to therr residual value, over their estimated useful lives

* Land, pre-production oil and gas exploration costs and assets under construction are not depreciated

* With the exception of o1l and gas exploration and production equipment (see 10(b) below), assets are depreciated using the
straight-line method at the following rates
- Freehold buildings — 2% to 10%
- Leasehold buildings - Iife of lease
- Plant, machinery and motor vehicles — 6% to 33'5%

* The assets’ residual values and useful hives are reviewed, and adjusted 1f appropriate, at the end of each reporting period

* Assets in the course of construction are carried at cost, less any impairment in value and are included in the relevant asset
category Depreciation of these assets commences when they are ready for therr intended use In the case of a new
manufacturing facility, 1t 1s when the facility has been commissioned For larger facilities, this may occur in phases

= Compulter software integral to an item of machinery 1s capitahsed as part of the hardware

(b) Exploration Expenditure

* Ol and gas exploration and appratsal costs are inttially capitahised pending determination of the existence of commercial
reserves and are included in the asset category orf and gas exploration and development

* Upon determimation that commercially viable quantities of hydrocarbons are not found, the costs are charged immedately to
the income statement

* Depreciation of oil and gas expenditure commences when production commences The costs are depreciated using the umit
of production method

(11) Goodwill

* Goodwill arises when the fair value of the consideration paid for a business exceeds the fair value of the Group’s share of the
net assets acquired

* Goodwill 1s recognised as an asset and 1s camed at cost less accumulated impairment losses

* Goodwill is allocated to cash-generating umts for the purpose of imparirment testing The allocation s made to the cash-
generating units or groups of cash-generating units that are expected to benefit from the business combination in which the
goodwill arose

* On the disposal of a business, goodwill relating to that business that remams on the balance sheet at the date of disposal 1s
included in the determination of the profit or loss on disposal
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45. Principal Accounting Policies continued
(12) Other Intangible Assets
s Other intangible assets are stated at cost less accumulated amortisation and imparrment losses where applicable
¢ These assets have a finite hife and are amortised in accordance with the pattern of expected future economic benefits,
or when this cannot be reliably esumated, by using the straight-line method
* Intangible assets are amortised over the following periods
- Customer refationships — eight to ten years
— Patents — ten to twelve years
— Unpatented technology — ten years
— Trademarks and domain names - one to five years

(13) Impairments

* The Group performs goodwill impairment reviews at least annually

* The Group also assesses at least annually whether there have been any evenls or changes in crcumstances that indicate that
property, plant and equipment and intangible assets other than goodwill may be impaired An impairment review 1s carned
out whenever the assessment indicates that the carrying amount may not be fully recoverable

* For the purposes of impairment testing, assets are grouped at the lowest levels for which there are separately wdentifiable cash
flows

* Where impairment exists, the asset 1s written down to the higher of {a) 1ts fair value minus costs to sell, and (b} its value in use
Impatrments are recognised immediately in the income statement

= An imparment to goodwill 1s never reversed When applicable, an impairment of any other asset 1s reversed, but only to the
extent that the consequent carrying value does not exceed what would have been the carrying value had the imparrment not
onginally been made

(14} Inventories

* Inventortes are stated at the lower of cost and net realisable value

* Cost 15 determined using the first-in-first-out method and net realisable value 1s the estimated selling pnce less costs of disposal
in the ordinary course of business The cost of inventories includes direct costs plus production overheads

(15) Cash and Cash Equivalents
Cash and cash equivalents in the balance sheet comprise cash at bank and in hand and short-term deposits with a matunity of
less than three months from the date of deposit that are readily convertible to a known amount of cash

* Accrued interest 1s disclosed as part of the year-end balance

*» For cash flow statement purposes, cash and cash equivalents include bank overdrafts and short-term deposits with a maturity
of less than three months from the date of deposit In the balance sheet, bank overdrafts are shown within borrowings in
current habiliies

(16) Financial Assets

* The Group classifies its inancial assets principally into the following categones financral assets at fair value through profit or
loss and foans and receivables Management determines the classification of its investments at imtial recogmition and re-
evaluates this designation at every reporting date

* Financial assets are nttially recognised at fair value at the trade date which 1s normally the consideration paid, plus, n the case
of fmancial assets that are not measured at fair value through profit or loss, transaction costs

* The Group assesses at each balance sheet date whether a financial asset 1s impaired and if necessary the carrying amount 1s
reduced to the appropriate value The loss is recogmised immediately in the income statement

* Financial assets cease 1o be recognised when the night to receive cash flows has expired or the Group has transferred
substantially all the risks and rewards of ownership

(17) Loans and Receivables

* The Group’s financial assets are principally loans and recewvables, which comprise trade and other recervables and cash and
cash equivalents

* Loans and recewvables are carried at amortised cost using the eifective interest method If collection 1s expected in one year or
less they are classified as current assets, otherwise they are presented as non-current assets.

* By wvirtue of the nature of the effective interest method, interest ansing on loans carned at amortised cost 1s regarded as an
integral part of the loan balance and 15 therefore included within the carrying amount of the loan Consequently, interest
recervable within twelve months on loans due after more than one year 1s recognised within non-current assets
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45 Principal Accounting Peliaes continued

(18) Financial Liabihities

+ Financial liabiittes are initially recogmised at fair vaiue at the trade date which 1s normally the consideration received less, in
the case of financial lrabilities that are not measured at fair value through profit or loss, transaction costs The Group
subsequently re-measures all of its non-denvative financral liabilities, ncluding trade payables, at amortised cost

» Payables are classified as current liabiliies if payment 1s due within one year, otherwise they are presented as non-current
habilities

* By virtue of the nature of the effective interest method, mterest anising on loans that are measured at amortised cost using the
effective nterest method 1s regarded as an integral part of the loan balance and 1s therefore included within the carrying
amount of the loan Consequently, interest payable within twelve months on loans due after more than one year is recognised
In nen-current borrowings |

(19) Debt Issue Costs

» When 1t 1s probable that some or all of a loan facility will be drawn down, transaction costs are capitalised and presented as a
reduchon to the borrowed amount and subsequently amortised through interest expense using an appropriate effective
interest method

* When it s not probable that some or all of the [oan facility will be drawn down, the facility fee 1s capitalised as a prepayment
for services and amortised over the penod of the relevant facility on a straight-hine basis

* The amortisation charge 1s recogmised in the income statement as an interest expense

{20) Leases

* An operating lease 15 defined as a lease that 1s not a finance lease A finance lease 1s a lease that transfers substantially all the
risks and rewards of ownership of an asset to the lessee

* The rental costs incurred on operating leases are charged to the income statement as incurred over the life of the lease on a
straight-ine basis

* Operating lease income 1s recogmised in the income statement within other income as 1t 1s earned

(21} Provisions

* Provisions are llabilities for which the amount or iming of future expenditure 1s uncertain

* Provistons are recognised when the Group has a present obhigation as a result of a past event and 1t 1s probable that an
outflow of resources will be required to settle the obligation

* Whenever the time value of money 1s material, provisions are discounted to their present value

(22) Post-employment Benefits
{a) Defined Contribution Retirement Schemes
* Payments to definred contribution retrement schemes are charged to the income statement when they fall due

(b) Defied Beneht Retirement Schemes

» Payments to defined benefit retirement schemes are recognised as increments to the assets of the schemes

» The amount charged to the income statement with respect to these schemes, within profit from operations, 1s the increase in
the retirement benefit obligation resulting from the additional service provided by the participating employees duning the
current year, which 1s measured using the Projected Unit method

* Interest anising on the obligations and the expected return from the assets are also recognised in the iIncome statement, net,
within net finance costs

* Actuanal gains and [osses are recognised fully and immediately in the statement of comprehensive income

{23) Share-based Payments

* The Group ssues share-based payments (LTIP awards), which can be settled in either cash or equity, to certain employees as
consideration for services received from the employees A hiability ts recognised equal to the current fair value of the services
receved, determined at each balance sheet date The fair value of the liabulity 1s remeasured at each subsequent reporting date '
and at the date of settlement, with any changes in fair value recogrnised in the income statement

¢ The farr value 1s measured as the present value of the expected future cash flows

¢ The Group alsc 1ssues equity-settled share-based payments (PSP and RSP awards) to certain employees as consideration for
services received from the employees The fair value of the employees’ services 1s recognised as an expense in the income
statement on a straight-line basis over the vesting period based on the Group’s estimate of awards that will ultimately vest

* The fair value of employees’ services 1s determined by an external valuer, using the Monte Carlo rnodel for PSP awards and
the Black-Scholes model for the RSP awards, with reference to the grant date fair value of the options granted The fair value
includes market performance canditions in respect of the performance based awards and excludes the impact of any service
and non-rmarket performance vesting conditions

* The estimate of the number of awards likely to vest 1s reviewed at each balance sheet date and at the vesting date, where the
estimate 15 adjusted to reflect current expectations The adjustment 15 included as part of the underlying expense recognised in
the income statement No adjustment 1s made to the fair value after the vesting date
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45 Principal Accounting Policies continued

(24) Share Capital

= The Company's share capital comprises a smgle class of Ordinary shares, which are classified as equity

 Incremental costs directly attributable to the i1ssue of new shares are charged to equity as a deduction from the proceeds, net
of tax

(25) Treasury Shares

* Treasury shares are stated at cost and presented as a deduction from the equity attributable to owners of the parent
Consuderation received for the sale of these shares 1s also recognised directly in equity, with any difference between the
proceeds from the sale and the oniginal cost being taken directly to retained earnings

(26) Dividend Distributions

* Dividend distnbutions to the Company's shareholders are recognised as habdities in the Group's financial statements in the
period in which the dividends are approved by the Company’s shareholders and are dealt wath in the Statement of Changes in
Equity

* Intenm dividends are recognised when paid
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Financial Record*

(Unaudited)
Restated
2012 201 2010 2009 2008
£m £m £m Em £m
Revenue 8258 608 8 423 3 3099 3711
EBITDA 154 3 102 5 626 42 8 738
Depreciation and non-exceptional imparrment (25 5) (21 5) (17 6) (13 7) (16 1)
Profit from continuing operations 128 8 810 450 291 577
Finance {charges) income 6 2) (22 10 17 (4 0)
Share of associates’ post-tax profits 10 10 10 09 12
Profit before taxation from continuing operations 1236 798 470 3Nz 549
Taxation (34 6) (22 5) (14 0y 9 8) (18 2)
Profit for the year from continuing operations 890 573 330 219 367
Profit for the year from discontinued operations - 07 58 59 423
Profit for the year 890 580 388 27.8 790
Basic earnings per share
Continuing operations 58 9p 39 6p 231p 14 3p 25 5p
Continuing and discontinued operations 58 9p 401p 276p 18 8p 57 8p
Diluted earnings per share
Continuing operations 575p 38 7p 227p 14 1p 25 5p
Continuing and discontinued operations 575p 392p 271p 18 5p 578p
Dividend per share’ 18 5p 15 0p 12 0p 10 5p 990p
Total assets
Naon-current assets 7659 7879 3531 2383 2045
Net current assets 2857 2303 2857 3620 3860
1,0516 1,018 2 638 8 600 3 590 5
Financed by
Shareholders’ funds (including non-controlling interests) 813 8 7320 594 6 561 8 5573
Nen-current habilities 2378 286 2 442 385 332
11,0516 10182 6388 6003 5905

Net assets per share 5536p 5003p 4488p 4250p 4222p

&  Dwvidend per share is stated on a declared basts

Information 15 stated before exceptional items and amortisation of intangible assets

A Non-current assets and net current assets have been restated for the additional goodwall of £1 4m and a reduction n inventories of £1 4m recogmsed on the acquisinon of Hunting

Tifan on 16 September 2011 Non current assets and habilites have been restated by £15 8m following the offset of deferred tax balances where there 1s a legally enforceable night

to offsct
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17 April Annual General Meeting

1 July Final Ordinary Dividend Payment
August Announcement of Intenim Results
November Interim Ordinary Dividend Payment

In common with many public companies in the UK, the Company no longer publishes a printed version of its half year report
The half year report 1s only avaitable online from the Company’s website at www buntingple com

Analysis of Ordinary Shareholders

At 31 December 2012, the Company had 2,105 Ordinary shareholders (2011 - 2,137) who held 147 0 mitlion (2011 — 146 3

mullion) Ordinary shares analysed as follows

2012 2011

% of total % of total % of total % of 1otal
shareholders shares  sharchofders shares

Size of holdings
1-4,000 725 10 741 11
4,001-20,600 130 17 123 16
20,001-40,000 31 13 28 11
40,001-200,000 61 82 62 90
200,001-500,000 24 109 23 11
500,001 and over 29 769 23 761

Share Information

The Ordinary shares of the Company are quoted on the London Stock Exchange

The Company’s registrars, Equiniti, offer a range of sharehalder information and dealing services on www shareview co uk
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Glossary

AGM
AMG

API
Average gross capital employed
Basic EPS

bbl

boe

Board

Capital employed

Capital expenditure -"Capex”
Can

C% or Can$

CGu

co,

CO,c

CODM

Company

cel

DPS

Diluted EPS

Dividend cover

Downhole
DTR
EBITDA

EPS
ESOP
EU

Free cash flow

FSA
ETSE
FY
GAAP

Gearing

Annual General Meeting

Advanced Manufactunng Group — combines the precision engingernng and manufacturing
capabilities in the Well Construction segment for the Hunting Innova, Hunting Dearborn and
Hunting Doffing product ines Hunting s aiming to become a leading single source of
MWD/LWD taols

American Petroleum Institute
The monthly average of the aggregate of capital employed

Basic earnings per share 15 calculated by dividing the earnings from continuing operations
attnibutable to Ordinary shareholders by the weighted average number of Ordinary shares in
issue during the year

Barrel of il - ane barrel of oil equals 159¢ or 42 US gallons
Barrels of ol equivalent
The Board of Directors of the Company

The amount of capital available to the Group to invest tn its business and comprises the total
equity plus net debt

Cash spend on tangible non-current assets
Canada

Canadian dollar

Cash-generating unit

Carbon dioxide

Carbon dioxide equivalent

Chief operating decision maker

Hunting PLC

Consumer Price Index

Dividend per share — the amount in pence returned to Ordinary shareholders Figures shown
are calculated on an accruals basis

Diluted earnings per share — earnings from continuing operations before amortisation and
exceptional items, attnbutable to Ordmary shareholders, dwided by the weighted average
number of Ordinary shares in 1ssue duning the year, as adjusted for all potentially dilutive
Ordinary shares

An indication of the Company’s ability to maintan the level of its dividend and 1s calculated
as earnings from continuing operations attributable to Ordinary shareholders dwvided by the
cash dividend to be returned to Ordinary shareholders, on an accruals basis

Downhole refers to something that 1s located within the wellbore
Disclosure and Transparency Rules

Pre-exceptional earnings before share of associates’ post-tax profits, interest, tax,
deprecration, impairment and amortisation

Earnings per share
Executive Share Option Plan
European Union

Profit from continuing operations adjusted for working capital, tax, replacement capital
expenditure and interest

Financial Services Authonty

Financral Tunes Stock Exchange

The twelve months ending 31 December of a given year
Generally Accepted Accounting Practice

Net debt as a percentage of total equity




GHG
GoM
Group

Growth capital expenditure

H1
H2
HEMS

HS&E
Hunting
IAS
IFRIC
iFRS

Inventory and WIP days

1SO
KPI
LEAN or Lean

LHS
LIBOR
LLP

LNG

LPG

LTIP

m

m3

mcf
MENA
MWD/IWD
MWh
NEB

Net debt

ocCli
OCTG

p
PLC

PSP
R&D
RCF
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Greenhouse gas
Gulf of Mexico
The Company and tts subsidharies

Capital expenditure to grow the business from current operating levels and enhance
operating activity

The six months ended 30 June of a given financial year
The six months ended 31 December of a given financial year

Hunting Equipment Management Services — provide downhole too! rental equipment 1n the
Well Construction segment

Health, safety and environment

The Company and its subsidiaries

International Accounting Standards

International Financial Reporting Interpretations Committee interpretation
International Financial Reporting Standards

Inventory and WIP at the year end divided by revenue per day, adjusted for the impact of
acquisitions

International Standards Organisation
Key performance mdicator

A production practice that elimminates wasteful processes, thereby reducing production time
and costs, and tmproving efficiency

Left hand side

London Inter-bank Offered Rate
Limited Liabihty Partnership
Liquefied Natural Gas

Liquefied Petroleum Gas

Long-Term Incentive Plan

million

Cubic metre

1,000 cubic feet

Middle East and North Africa region
Measurement-while-dnlling/Logging-while-dnlling
Megawatt hours

Net equivalent barrels of ol

Bank overdrafts, current and non-current borrowings and finance leases less cash and cash
equivalents and investments

Other comprehensive income

Onl Country Tubular Goods — pipe and tubular goods and products used in the o1l and gas
industry, such as drill pipe, pipe casings and production pipes

UK pence

Public Limited Company
Performance Share Plan
Research and Development

Revolving Credit Facility

Replacement capital expenditure Capital expenditure necessary to matntain existing levels of operating activity
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GIOSS&I‘y continued

Reported
RHS
ROCE

RPI
RSP
Scope 1

Scope 2

£
Trade payable days

Trade receivable days

TSR
TSR %

Twh
UAE
Underlying

US or USA
Us$or$
UK

VAT
Wellbore

Well completion

Well construction

Well intervention

wip
Working capital

WTI

Results for the year as reported under IFRS
Right hand side

Return on average capital employed — measures profit before interest and tax before
amortisation and exceptional stems, as a percentage of average gross capital employed

Retail Price Index
Restricted Share Plan

Scope 1 emissions are direct GHG emissions from sources that are owned or controlled by
the entity Scope 1 emissions include fossil fuels burned on site, emissions from vehicles and
other direct sources

Scope 2 emissions are indirect GHG emissions resulting from the generation of electricity,
heating and cooling or steam generated off site but purchased by the entity

Sterling

The average number of days’ credit taken by the Group, calculated as trade payables at the
year end divided by cost of sales per day, adjusted for the impact of acquisitions

The average number of days’ credit given to the Group's customers, calculated as trade
recewvables at the year end divided by revenue per day, adjusted for the impact of
acquisitions

Total Shareholder Return — the net share price change plus the dividends paid duning that
period

Total Shareholder Return % = Share price end of period — Share price start of period +
Dmvidends paid — Share price start of period

Terawatt hours
The Federation of the United Arab Emirates

Results for the year, as reported under IFRS, adjusted for amortisation and exceptional items,
which 1s the basts used by the Directors i assessing performance

Urited States of America

Unuted States dollar

United Kingdom

Value Added Tax

The wellbore refers to the dnlled hole

Well completion refers to the processes of prepaning a well for production  This involves the
assembly of downhole tubulars and equipment required to enable safe and efficient
praduction from an ad or gas well

Well construction refers to the initial drilling and processes of constructing the wellbore i an
oll and gas well These processes typically include dniling and logging the hale, running,
cementing and logging the casing, hydraulic fractunng or stimulating the well and monitering
well performance and integrity

Well intervention refers to any operation carned out on an ol or gas well that mantains or
enhances the praduction of the well or provides well diagnostics

Work in progress

Trade and other receivables, excluding receivables from assoaates, derivative financial assets,
environmental escrow and promussory notes, plus inventories less trade and other payables,
excluding payables due to associates, derivative financial liabiliies, dividend habilities and
retirement plan obligations

West Texas Intermedsate - the price per barrel of Texas ight sweet crude oil
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