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Directors’ report

The directors present their annual report and Financial Statements for the year ended 31 December
2008.

Principal activity

The principal activity of the company continues to be the fabrication of steel and aluminium preducts for
the construction and engineering industries.

Key performance indicators
KPI's are expanded upon in the business review, but in summary

Financial KPI's = The company's aim is to grow revenue and profitability through a combination of price
and volume growth, organic expansion and acquisitions. Turnover for the same corresponding period is
up 12.9% to £13,840,000, and profit before tax is up by 8.0% to £1,756,000.

Non-financial KPI's — The company’s aim is to keep monitoring other areas such as health and safety,
energy efficiency, emissions, using recycled products and waste management.

Business review and future developments

Overview — The operating profit amounted to £1,643,000 (2007: £1,570,000), while turnover increased to
£13,840,000 (2007: £12,263,000).

Strategy — The company aims to promote its newly developed safety praducts in highway infrastructure.
In addition, the company continues to take advantage of opportunities in all markets, especially in ireland
and the Middle East and to build relationships with Government agencies and industry customers.
Development of steel gantry product for use in active traffic management has commenced and the
company believes this will be a promising product line.

Risk Management - The board is ultimately responsible for risk management and continues to develop
polices and procedures that reflect the nature and scale of the company’s business. These are designed
to identify, mitigate and manage risk. The board has identified the following key areas of risk to the
business. Loss of key employees; competition from altermative products; price and availability of raw
materials; and changes to worldwide highway standards.

Health and Safely - remains core to the company's business. The company is now part of Hill & Smith
Holdings PLC's Health and Safety Management System and benefits from the support of the Group's
health & safety function to place additional resource in this important area. Further details of the Group’s
health and safety activities can be found in the Hili & Smith Holdings PLC annual report.

Corporate Social Responsibility - The company recognises the importance of balancing the interest of key
stakeholders — employees, customers, shareholders, suppliers and the wider community in which it
operates. The company remains committed to a continucus improvement in its environmental
performance to ensure that its activities comply with environmental standards and legislation. Further
details of the Group’s CSR activities can be found in its annual report.

OQutiook - The Directors expect that the market will continue to be buoyant during the coming year, and
expects to benefit from the Government's financial stimulus in this sector.

Dividends
No dividend has been paid in the year {2007: £NIf).
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Directors’ report (continued)

Directors
The directors serving during the period were as follows:

D W Muir

M A Tonks

D V Copeland

| E Robinson

A J Everitt

T J Abrey

M Pegler (appointed 11 March 2008)
C J Burr (resigned 11 March 2008)

Creditor payment terms

it is the company's normal practice to agree supplier terms in advance of transactions, including payment
terms. Provided suppliers perform in accordance with the agreed terms, it is the company’s policy that
payment is made accordingly. Creditor days at the end of the year were 62 days (2007: 85 days).

Political and charitable donations

Charitable donations amounting to £1,000 (2007; £1,000) were made in the year. There were no political
donations.

Disclosure of information to auditors

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

Auditors

Pursuant to section 487 of the Companies Act 2006, the auditors will be deemed to be re-appointed and
KPMG Audit Plc will therefore continue in office.

By order of the Board

J B Humphreys Westhaven House
Arleston Way
Shirley
Solihull

B90 4LH

19 May 2009
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Statement of directors’ responsibilities in respect of the Directors’ Report
and the Financial Statements

The directors are responsible for preparing the Directors' Report and the Financial Statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare Financial Statements for each financial year. Under that
law they have elected to prepare the Financial Statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice).

The Financial Statements are required by law to give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period.

In preparing these Financial Statements, the directors are required to:
» select suitable accounting policies and then apply them consistently;
- make judgments and estimates that are reasonable and prudent;

- state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the Financial Statements; and

= prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that its Financial
Statements comply with the Companies Act 1985. They have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud
and other irregularities.
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Independent auditor’s report to the members of Variey & Gulliver Limited

We have audited the financial statements of Varley & Gulliver Limited for the year ended 31 December
2008 which comprise the Profit and Loss Account, the Balance Sheet, the Reconciliation of movements in
shareholder’s funds and the related notes. These Financial Statements have been prepared under the
accounting policies set out therein.

This report is made solely to the company’s members, as a body, in accordance with section 235 of the
Companies Act 1985. Qur audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditor’s report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume respensibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable law and
UK Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of
Directors’ Responsibilities on page 3.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985. We also report to you whether in our
opinion the information given in the Directors’ Report is consistent with the financial statements.

In addition we report to you if, in our opinion, the company has not kept proper accounting records, if we
have not received all the information and explanations we require for our audit, or if information specified
by law regarding directors’ remuneration and other transactions is not disclosed.

We read the Directors’ Report and consider the implications for our report if we become aware of any
apparent misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the company's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or other irregularity
or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information
in the financial statements.
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Opinion
fn our opinion:
= the Financia! Statements give a true and fair view, in accordance with UK Generally Accepted

Accounting Practice, of the state of the company's affairs as at 31 December 2008 and of its profit for
the year then ended,

» the Financial Statements have been properly prepared in accordance with the Companies Act 1985; and
= the information given in the Directors’ Report is consistent with the Financial Statements.

ebmyy foak Ple

KPMG Audit Plc 19 May 2009
Chartered Accountants

Registered Auditor

2 Cornwall Street

Birmingham

B3 2DL




Profit and loss account
for the year ended 31 December 2008

Turnover
Cost of sales

Gross profit

Distribution costs
Administrative expenses

Cperating profit

Interest receivable
Interest payable and similar charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

All operations are continuing.

VARLEY & GULLIVER LIMITED
Directors’ report and Financial Statements
for the year ended 31 December 2008

Note 2008 2007
£'000 £'000
2 13,840 12,263
{8,624) (7.563)
5216 4700
{6086) (486)
(2,967) (2,644)
1,643 1,570
119 67
{6) (11)
3 1,756 1,626
8 {497) (422)
1,259 1,204

There were no recognised gains or losses during the current or preceding year apart from the profit for the

financial year shown above.

There is no material difference between the results as shown in the profit and loss account and their

historical cost equivalents.




Balance sheet
as at 31 December 2008

VARLEY & GULLIVER LIMITED

Directors' report and Financial Statements

Note 2008 2007

£000 £000 £000 £000
Fixed assets
Intangible assets 9 757 918
Tangible assets 10 1,232 1,285
investments 11 - -

1,989 2,203

Current assets
Stocks 12 812 717
Debtors 13 5,600 4,041
Cash at bank and in hand 1,591 1,656

8,003 6,414
Creditors: Amounts falling due within one year 14 (3,589) (3,468}
Net current assets 4,414 2,946
Total assets less current liabitities 6,403 5,149
Provisions for liabilities and charges 15 (10) (15)
Net assets 6,393 5,134
Capital and reserves
Called up share capital 16 1,508 1,508
Revaluation reserve 17 171 171
Capital redemption reserve 17 2 2
Profit and loss account 17 4,712 3,453
Equity shareholder's funds 6,393 5,134

These Financial Statements were approved by the board of directors and signed on their behalf by:

| /

M A Tonks T J Alyrey
Director Direclpr

Date ‘3l§ , 0]




Reconciliation of movements in shareholder's funds
for the year ended 31 December 2008

Profit for the financial year

Increase in shareholder’s funds

Opening shareholder's funds

Closing shareholder's funds

VARLEY & GULLIVER LIMITED
Directors' report and Financial Statements
for the year ended 31 December 2008

2008 2007

£'000 £'000
1,259 1,204
1,259 1,204
5134 3,930
6,393 5134
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Notes
{forming part of the Financial Statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the Financial Statements.

Basis of accounting

The Financial Statements have been prepared under the historical cost convention and in accordance
with applicable Accounting Standards.

Cash flow statement

Under Financial Reporting Standard 1 (revised 1996) the company is exempt from the requirement to
prepare a cash flow statement on the grounds that a parent undertaking includes the company in its own
published consolidated Financial Statements.

Fixed assets and depreciation

Depreciation is provided to write off the cost less the estimated residual value of tangible fixed assets by
equal instalments over their estimated useful economic lives as follows:

Plant, equipment and vehicles - 4 to 20 years
Land and buildings - 50 years

Stocks and work in progress

These are valued on a “first-in, first-out” basis at the lower of cost and net realisable value. In respect of
work in progress and finished goods, cost includes all production overheads and the attributable
proportion of indirect overhead expenses.

Taxation

The charge for taxation is based on the profit for the year and takes into account taxation deferred
because of timing differences between the treatment of certain items for taxation and accounting
purposes.

Deferred tax is recognised, without discounting, in respect of all timing differences between the treatment
of certain items for taxation and accounting purposes which have arisen but not reversed at the balance
sheet date, except as otherwise required by FRS 19.

Foreign currency

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Sterling
at closing rates at the balance sheet date and the gains or losses on translation included in the Profit and
Loss Account.

Turnover

Turnover, which excludes value added tax and trade discounts, represents the invoiced value of goods
and services supplied.

Goodwill

Goodwill arising on acquisitions (representing the excess of the fair value of the consideration given over
the fair value of the separable net assets acquired) is capitalised as a fixed asset and amortised on a
straight line basis over its estimated useful economic life up to a maximum of 20 years.

Other intangible assets

Other intangible assets identified, such as licences, are valued at their fair value at the time of
acquisitions and are capitalised as a fixed asset which is amortised on a straight line basis over its
estimated useful economic life up to a maximum of 20 years.
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Notes (continued)

1 Accounting policies (continued)

Pension scheme arrangements

The company participates in the Hill & Smith Executive Pension Scheme and the Hill & Smith Pension
Scheme, as described in note 20.

As the company is unable to identify its share of the Group pension scheme assets in respect of the
defined benefit sections on a consistent and reasonable basis, as permitted by FRS 17 the schemes are
accounted for as if they are defined contribution schemes.

Contributions in respect of defined contribution schemes are charged to the profit and loss account in the
period to which they relate.

Leased assets

Assets held under leases which confer rights and obligations simitar to those attaching to owned assets
are capitalised as tangible fixed assets and the corresponding liability to pay rentals is shown net of
interest in the accounts as obligations under finance leases. Interest is calculated on the reducing
balance basis and is charged over the period of the lease.

All other leases are regarded as operating leases and the total payments made under them are charged
to the profit and loss account on a straight-line basis over the lease term.

Share based payments

The share option programme allows employees to acquire shares of the ultimate parent company Hill &
Smith Holdings PLC. The fair value of options granted after 7 November 2002 and those not yet vested
by 31 December 2004 are not recognised as an employee expense, those vested 1 January 2005
onwards are expensed with a corresponding increase in equity. The fair value is measured at grant date
and spread over the period during which the employees become unconditionally entitled to the options.
The fair value of the options granted is measured using an option pricing model, taking into account the
terms and conditions upon which the options were granted. The amount recognised as an expense is
adjusted to reflect the actual number of share options that vest except where forfeiture is only due to
share prices not achieving the threshold for vesting.

For cash settled share based payment transactions, with the exception of those awards settled before 1
January 2005, the fair value of the amount payable to the employee is recognised as an expense with a
corresponding increase in liabilities. The fair value is measured at grant date and spread over the period
during which the employees become unconditionally entitled to payment. The fair value is initially
measured at grant date and spread over the period during which the employees become unconditionally
entitled to payment. The fair value is measured based on an option pricing medel taking in to account the
terms and conditions upon which the instruments were granted. The liability is revalued at each Balance
Sheet date and settiement date with any changes to fair value being recognised in the Profit and Loss
Account.

Share-based payments are recharged by the ultimate parent company to participating subsidiary
undertakings on an annua! basis.

Where the Company's parent grants rights to its equity instruments to the Group’s or the Company’s
employees, which are accounted for as equity-settled in the consolidated accounts of the parent, the
Group or the Company as the case may be account for these share-based payments as equity settled.

Research and development

Expenditure on development activities is capitalised if the product or process is considered to be
technically and commercially viable and the Company has sufficient resources to compiete development.
The expenditure capitalised includes the cost of materials, direct labour and an appropriate proportion of
overheads. Other development expenditure is recognised in the Income Statement as an expense as
incurred. Capitalised development expenditure is stated at cost less accumulated amortisation and
impairment losses. Amortisation is provided equally over the estimated usefu} economic life of the assets
concermned currently up to 7 years.

10
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Notes (continued)

1 Accounting policies {continued)

Dividends on shares presented within shareholder’s funds

Dividends payable are accounted in the Financial Statements when the Company is committed to the
payment of the dividend. Dividends receivable are accounted for on a cash accounting basis.

Classification of financial instruments issued by the Company

Following the adoption of FRS 25, financial instruments issued by the Company are treated as equity (i.e.
forming part of shareholder's funds) only to the extent that they meet the following two conditions:

a) they include no contractual obligations upon the Company to defiver cash or other financial assets
or to exchange financial assets or financial liabilities with another party under conditions that are
potentially unfavourable to the Company; and

b)  where the instrument will or may be settled in the Company’'s own equity instruments, it is either a
non-derivative that includes no obligation to deliver a variable number of the Company’s own equity
instruments or is a derivative that will be settled by the Company’s exchanging a fixed amount of
cash or cther financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability.
Where the instrument so classified takes the legal form of the Company’'s own shares, the amounts
presented in these Financial Statements for called up share capital and share premium account exclude
amounts in relation to those shares.

11
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Notes (continued)

2 Turnover
The turnover of the company is derived from the following geographical markets:

United Kingdom
Rest of Europe
Rest of the world

In the opinion of the directors, there is only one class of business.

3 Profit on ordinary activities befere taxation

Profit on ordinary activities before taxation is stated
after charging:

Depreciation of owned assets
Amortisation of intangible assets
Operating leases:

Plant & machinery

Other assets
Auditor's remuneration
Research and development expenditure

after crediting:

Foreign exchange gain

2008 2007
£'000 £'000
8,805 8,589
3,717 2,776
1,318 898
13,840 12,263
2008 2007
£'000 £000
132 143
174 134
15 14
130 99
11 10
258 -
208 11

Fees paid to KPMG Audit Plc and its associates for non-audit services to the company itself are not
disclosed because Hill & Srnith Holdings PLC Group accounts are required to disclose such fees on a

consolidated basis.

12.



Notes (continued)

4 Remuneration of directors

Aggregate directors' remuneration for the year was as follows:

Emoluments
Company contributions to money purchase pension schemes

Directars who are members of defined benefit pension schemes

The remuneration of the highest paid director excluding pension contributions was £100,000 (2007:
£89,000). His accrued pension entitiement per annum at the year end was £Nil (2007: £Nif) .

5 Staff numbers and costs

VARLEY & GULLIVER LIMITED
Directors' report and Financial Statements
for the year ended 31 December 2008

2008 2007
£000 £'000
348 3
19 16
367 407
Number Number
1 1

The average number of persons employed by the company (including directors) all of whom were involved in

the principal activity was:

Production
Administration
Sales and distribution

The aggregate payroll costs of these persons were:

Wages and salaries
Share-based payment (see note 21)
Social security costs
Other pension costs

6 Interest receivable

Bank interest receivable
Deposit interest receivable
On loans to group undertakings

2008 2007
Number Number
67 53
6 6
5 5
78 64
£000 £'000
1,868 1,618
23 15
199 201
103 93
2193 1,927
2008 2007
£'000 £'000
18 21
- 2
101 44
119 67

13.



Notes (continued)

7 Interest payable and similar charges

Bank interest payable

8 Tax on profit on ordinary activities
Analysis of charge in year

UK corporation tax
Current tax on income for the year
Relating to the prior year

Current tax charge

Deferrod fax (see note 15)
Origination/reversal of timing differences
Relating to the prior year

Effect of change in tax rate

Total tax charge

Factors affecting tax charge for the year

VARLEY & GULLIVER LIMITED
Directors’ report and Financial Statements
for the year ended 31 December 2008

2008 2007
£'000 £:000
6 11
2008 2007
£'000 £:000
520 499
(18) -
502 499
m -
@ 1
- (78)
497 422

The effective current tax charge is higher (2007: higher) than the standard rate of corporation tax in the UK.

The differences are explained below:

Current tax reconciliation
Profit on ordinary activities before taxation

Profit on ordinary activities multiplied by the standard rate of corporation tax in the UK of

28.5% (2007: 30%)

Effects of:
Expenses not deductible for tax purposes

Difference between capital allowances for year and depreciation

Income and expenditure timing differences
Deductible items not charged against profit
Relating to the prior year

Current tax charge

2008 2007
£'000 £000
1,756 1,626
500 488
19 15

3 (4)
2 4

4) (4)
(18) -
502 499

14.




Notes (continued)

% Intangible assets

Cost

At 1 January 2008
Additions

At 31 December 2008
Amortisation

At 1 January 2008
Charge

At 31 December 2008

Net book value
At 31 December 2008

At 31 December 2007

VARLEY & GULLIVER LIMITED
Directors' report and Financial Statements
for the year ended 31 December 2008

Licences Capitalised
Goodwill and patents  development Total
£'000 £'000 £'000 £'000
273 65 898 1,236
- 10 - 10
273 75 898 1,246
106 9 203 318
14 7 150 171
120 16 353 489
153 59 545 757
167 56 695 918

15.
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Notes (continued)

10 Tangible fixed assets

Land Plant
and equipment
buildings and vehicles Total
£'000 £000 £'000
Cost or valuation
At 1 January 2008 923 1,456 2,419
Additions - 82 82
Disposals - o (7
At 31 December 2008 923 1,571 2,494
Depreciation
At 1 January 2008 113 1,021 1,134
Charge for the year 17 115 132
Disposals - 4 (4)
At 31 December 2008 130 1,132 1,262
Net book value
At 31 December 2008 793 439 1,232
At 31 December 2007 810 475 1,285

The gross book value of land and buildings includes freehold land of £250,000 (2007: £250,000).

The cost or vatuation figures for property include a valuation of £750,000 made in 1987, on an open market
value for existing use basis.

The amount of revalued property as determined according to the historical cost accounting rule is:

2008 2007
£'000 £000
Cost 605 605
Depreciation (79) (68)
526 537

11 Investments

The cost of investments at the beginning and end of the year were £40,000 (2007: £40,000) which have
been fully provided, giving a net book value at the beginning and end of the year of £Nii (2007: £Nif). The
investment represents a 19.9% stake in Advanced Aluminium Solutions Limited.

16.




Notes (continued)

12 Stocks

Raw materials and consumables
Work in progress

13 Debtors

Trade debtors

Amounts owed by group undertakings
Other tax and socia! security
Prepayments and accrued income
Other debtors

VARLEY & GULLIVER LIMITED
Directors' report and Financial Statements
for the year ended 31 December 2008

2008 2007
£'000 £'000
268 438
544 279
812 717

2008 2007

£'000 £'000
3,524 3,491
1,771 291

15 -
198 226
92 33
5,600 4,041

intercompany loans are unsecured and with no fixed repayment date. Interest is charged at a rate equivalent

to the Group’s average borrowing rate for the year.

14 Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other tax and social security
Accruals and deferred income

Other creditors

2008 2007
£'000 £1000
1,173 2171

685 90

521 519

217 217

874 441

19 30
3,589 3,468

Intercompany loans are unsecured and with no fixed repayment date. Interest is charged at a rate equivalent

to the Group's average borrowing rate for the year.

17.
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Notes (continued)

15 Provisions for liabilities and charges
Details of amounts provided for deferred taxation and movements in the year folllow:

At 1 January 2008
Profit and loss account

At 31 December 2008

Difference between accumulated depreciation, amortisation and capital allowances
Other timing differences

16 Called up share capital

Authorised
1,600,000 ordinary shares of £1 each

Allotted called up and fully paid
1,508,430 ordinary shares of £1 each

£000
15
%)
10
2008 2007
£'000 £'000
21 24
(11} ®)
10 15
2008 2007
£'000 £:000
1,600 1,600
1,508 1,508

18.
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Notes (continued)

17 Reserves

Capital
Revaluation redemption Profit and
reserve reserve  loss account
£'000 £'000 £000
At 1 January 2008 171 2 3,453
Profit on ordinary activities after tax - - 1,259
At 31 December 2008 171 2 4,712

18 Contingent liabilities

The company is a party to cross guarantees given for bank loans and overdrafts of the ultimate parent
company and certain fellow subsidiaries amounting to £176,254,000 (2007: £157,765,000) which are
secured on the assets of the Group.

The company has no other guarantees (2007 £Nii}

19 Commitments

At 31 December 2008 the company had annual commitments under non-cancellable other operating leases
as follows:

Other
2008 2007
£'000 £'000
Operating leases which expire:
Within one year 5 12
Within two to five years 99 96
At 31 December 2008 104 108

The company had capital expenditure contracted but not provided in the Financial Statements at 31
December 2008 of £Nil (2007: £Nif).

20 Pension scheme

The company is a subsidiary of Hill & Smith Holdings PLC and participates in the Hill & Smith Executive
Pension Scheme and the Hill & Smith Pension Scheme, the former provides benefits on a defined benefit
basis and the second scheme providing benefits that are on a defined benefit and a defined contribution
basis. Details of the schemes and their most recent actuarial valuation are contained in the Financial
Statements of Hill & Smith Holdings PLC.

The pension cost for the year represents contributions payable by the company to the fund and amounted to
£103,000 (2007: £83,000) .

As the company is unable to identify its share of the schemes’ assets and liabilities in respect of the defined
benefit sections on a consistent and reasonable basis, as permitted by FRS 17: Retirement Benefits, the
schemes are accounted for by the company as defined contribution schemes,

18.
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Notes (continued)

21 Share-based payments
Employees of the company have been granted various options in the ultimate parent company, which have
given rise to charges related to the implied share-based payments, the details of which follow:

Under Executive Share Option Schemes, options may be awarded at the discretion of the Committee to
acquire Ordinary Shares at an exercise price no lower than the market value of a share at the date of grant.
The options can only be exercised between three and ten years after the date of grant. Additionally options
may only be exercised if the growth in underlying earnings per share of the Company over a three year period
is not less than the increase in the Retail Price Index plus nine per cent, over the same period.

The ShareSave Schemes are open to all employees who have completed at least six months’ continuous
service. Under this scheme the Company can, if it thinks fit, grant options at a price up to twenty per cent
below the market price.

Options outstanding relating to the Company's employees over the Ultimate parent company’s shares

2008 2007
Number Option Number Option Date first Expiry

of shares price (p) of shares price (p)  exercisable date
2005 Executive Share Option Scheme
(granted October 2005) 42,553 205 42,553 205  40ct2008 4 Oct2015
2007 Executive Share Option Scheme
{granted April 2007} 70,000 350 70,000 350 13 Apr2010 13 Apr 2017
2008 grant of 2005 Savings Related Share
Option Scheme (granted January 2008)# 6,698 318 - - 1 Jan 2011 1 Jul 2011
2008 grant of 2005 Savings Relaled Share
Option Scheme {granted January 2008)# 21,087 318 - - 1 Jan 2013 1 Jul 2013
2005 grant of 1995 Savings Related Share
Option Scheme (granted January 2005)# 8,384 100 8,394 100  1Jan2010 1 Jul 2010
Qutstanding at the end of the year 148,732 120,947
Exercisable at the year end 42,553 -
Not exercisable at the year end 106,179 120,947

Qutstanding at the end of the year 148,732 120,947

# Options may be exercised early under the terms of this scheme if employees meet the criteria of 'good leaver’, which
encompasses circumstances such as retirement or redundancy.

20.
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Notes (continued)

21 Share-based payments continued

The fair value of services received in return for share options granted is measured by reference to the fair
value of the share options granted. The estimate of the fair value of the services received is measured based
on the Black-Scholes model. The contractual life is the life of the option in question and the growth in dividend
vield is based on the best current estimate of future yields over the contractual period.

2008 grant of 2005 grant of

2005 1995

Savings Savings 2007 grant of 2005 grant of

Related Related 2005 Share 2005 Share

2008 LTIP 2007 LTIP Share Option Share Option Option Option

Award Award Scheme Scheme Schemes Schemes

Fair value at measurement date 318p 328p 51p/49p 37p 59p 34p
Share price at grant date 330p 367p 394p 120p 351p 208p
Exercise prica op Op 318p 100p 350p 205p
Expected volatility 29% 22%  29%/27% 36% 22% 36%
Option life (years)} 3 3 3/5 5 3 3
Dividend yield 4.6% 3.7% 4.6% 37% 3.7% 3.7%
Risk free interest rate 4.0% 5.1% 4.0% 4.5% 51% 4.5%

The expected volatility is wholly based on the historic voiatility (calculated based on the weighted average
remaining life of the share options), adjusted for any expected changes to future volatility due to publicly
available information.

The total expense recognised for the period arising from share based payments is as follows:

20038 2007
£000 £000
Expensed during the year 23 15

22 Related party transactions

The company has taken advantage of the exemption available under FRS 8: Refaled party fransactions not to
disclose transactions that have been made between the company and cther fellow subsidiaries of Hill & Smith
Holdings PLC.

23 Uitimate parent company

The company is a wholly owned subsidiary of Hill & Smith Holdings PLC, a company registered in England.
Copies of the Group Financial Statements may be obtained from Group headquarters:

Westhaven House

Arleston Way

Shirley

Solihull

B90 4LH
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