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Stemcor’s services
span every step in the
steel supply chain.

We are one of the world’s largest
Independent steel traders

We aim to be the partner of choice
for producers and purchasers of steel
in every part of the world.

We strive to achieve this by nurtunng
strong business relationships, by
continuously IMproving our processes
and by adding value at every step -
from minehead to factory floor




Highlights

www stemcorcom

e HRMCOr Corn

Stamecor Holdings Limitsd
2012 Report & Accounts

Chief executive officer appointed

Profitable performances in Mining, Distnbution and Stockholding

Pre-tax loss largely attnbutable to International Trading

Tonnes traded remained constant

Leaner balance sheet with reduced stock and debtor positions

Working capital decreased by 20%

Extemal borrowangs reduced by 10%
Crvarview Governance
Highghts 44 Board of drectars
Our busness at a glance 40 Officers, achisors and princepal bankers.
Our roke 11 the stodl supely chan 48 Report of the ciectons
Our focatons 51 Corporate govemance
Global steal market outiook,
Oy strategy and buraness modd
54 hdependant auctcr's report
e 55 C profit and loss scoount
Chewrman’s. statemerntt 58 Consoldated bolanco
Clust smecuthve oficer's statermend 57 Company belance sheet |
Cparating reviaw 58 Conschaated stal
Cperating and fnoncial statshcs 59 Notes to the Tnancel siaterents
Francal review
Prncpal nska and nsk midgants
Gorporate responaitllty |




Stemeor Holdings Limited
2012 Report & Accounts

Overviev_v
Our business
at a glance

Stemcor I1s an independent steel trader
Through our network of business units In
45 countnies across the globe, we offer a
range of value-added services spanning
every step in the steel supply chamn

Sieal producers and stasl end users are at
oppasits ands of the value chain Stermncor
bridges the gap and piays a pivotal role In
facilitating the flow of product friom producers 1o
consurers, a role that Is no different from that
played by exporters & importers, wholesale
distributors, procassors and retallers In other
industries

Stemncor's breadth of axpertise — from minehead
ta factory floor — enables us 1o offer both

stand alons services and intsgrated supply
chan solutions delivering competitive
advamtage 1o producers and purchasars of tee!
We invest In mining and procassing fecllities for
raw materials We buy and ssfl raw materizals
and steel We ship break buik, act as wholeszis
stockists and manage Inland distribution YWe run
retall stockholding and pr ing operations
delbvering steel products direct to end-user
premisas. We support our courterparties with
financial project management and hedging
services.

“Our independence ensures
that we are objectve In
matching exact customer
needs”

Stemcor was formexi in London in 1951 end isa
privately owned company We an not owned by
nor do wa control, any stsel producers Our
independence ensuras that we are objective In
matching axact customsr needs in terms of
quality, specificattons financial terms and
delivery The majority of shares are heid by the
Cppenheimer tamily represented on the Board
by Relph Oppenheimer (Chairman) and Phillp
Edmonds (Deputy Chairman) with the balance
of sharaes held by other directors and
employses




Core competences
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Mining & Raw Materials Trading

+ Stemcor supplies stesl producens with
raw matsrials used in the production
process Thess inciude iron ore plg
Iron, HBUDR, coal, coke, feoalioys
and scrap

* Much of our rew materal trading
involves the use of off-take agreements
whereby the sale of raw materials toa
mill Is Enked to tha purchasa of steel
products produced by that mill

+ This part of the business s supported
by Stemcor's iron ore mining and

Stoe! Treding

* For steel producers Stemcor offers
cost-effactive marketing logistical and
financial services to secura customer
business

* For purchasers of steel, Stemcor offers a
rekable and floble sourcing channel
with financial support. Our internatronal
network of offices enables us to establish
a direct presence in marty markets.

* The goods we trade inciude long
flat, tubular and seml-fimshed products
We also trade specialised products such

processing interesta in Indla, in addition

1o other raw materlals Imterests In
Australla and Indenesia,

Logistica

Pruject Management

&3 eng g steols sleats
and steel procucts for the oli and
gas industry

+ Financial services including structured trade finance project finance, offset and countertrade

Distribution

* Stemcor's distribution activitles serve
customers who wish 1o purchase steel
on a duly paid bagls, deliversd 10 their
premises on open tenms.

¢ Orders ane taken for substantial quantities
for forward dellvery with transport often
from distant producers by ship Stemcor's
function i3 to ensure that the servics
provided o customers is at lsast e good
as that of domestic producers, aven
delivery ks from further afield.

* Customers Include stociholders, service
Canings and large end users Pra-sold
stock can be held for such customers
and defivered on a fust-n-tme basis

Stockholding & Service Centrea
= Stermncor's stackholding and service

contre activites meet the needs of
customers who purchase In amaller
quantites for prompt deftvery This
regulres the halding of unsold stock
across a pianned rangs with good
availability off the shelf

In close proximity to our customers

our stockholding outlets offer immediate
avallability of 8 wide rangs of steek
products and delivery of mixed loads
from different suppliers,

Our servica centras offer a processing
service for talloring 1o exact customer
neads such as surface finishing
decolling, cutting to langth slitting
and profiing

+ Innovative contract structuras anabling suppliers end customers o bettsr manage raw material and steel price voletility !

Inland distribution

* Investments, capital rasing, jou verture partnerships equipment supply and advisory services

Complete logistics service compnsing safe handling loading, shipping, breaking bulk, storage, Insurance inspection and
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Overview
Qur role in the steel
supply chain

Stemcor’s services span every step
In the supply chain, from the provision
of raw matenals to producers nght
through to the delivery of processed
steel to end users
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QUR COMPETITIVE STRENOTHS

TRACK RECORD

Trusted partrer with reputation for
contract fulfiment

PEOPLE

High caliwe people at every level,
with low staff tumover

DIVERSE BASE

Leong standng producer and
custornar relationsheps sparring
tha globe

QONE-STOP SHOP

Wide range of steel sorvices from a
single supply chan partner |

INDEPENDENCE

Open cultura Ndependent from mills
FLEXBILTY

Guick reaction to market movements:
FINANCIAL STRENGTH

Transactonal finance faclites with
504+ world laading banks and
substantial syndicated Revohing
Credit Facitias

RIGOUR

Rigorous risk managerment —
controls reportng  mtigaion
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Overview.
Our locations

Aberdeen Brishane Chorley
Adelade Brownhits Crewe
Antwerp Sucharest Dnepropetrovsk
Amnens Buenas Aras Duba
Auckiand Caro Disseloort
Bangaiuny Gesablanca For! Lauderdale
Bangkok Cheadle Gan

Bangor Chermmitz Gdansk

Beyng Chesterhald Glasgow

T

Mumbar
New York
Nottingham

Odessa
Pang

Peterborough

Santzgo
Scunthorpe

Skope

Strigan
Suttan Coktfield
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Project finance to
upgrade capial
equipment

Steal mills often tum to Stemcor for help in
upgrading their capital equipment, which
generally requires iarge scale financing. One
receni exampls is a stainiess steal cold-rolled
znneal & pickle line to be built In China.
Stemcor's project finance agreements fund
such axpenditure on capltal assets, aching as
&n intermediary between the banka and
hormowers, The steel producer normally enters
into a long-term agreement with Stemcor,
whereby steel products of sufficient value to
meet the loan repayments (and Interest) are
daliversd to Stemeor Stemcor pays for the
steal by transferring funds into a specific
project acceunt to pay back the bank loan In
offect, Stemcor acts as a risk rubgant by
reducing the default risk.




Stemecor Holdings Limited
2012 Report & Accounts

Overview
Global steel
market outlook

Steel consumption is set to nse by

a modest 3—4% over the next two years,
driven by the construchon, ol & gas and
automobve sectors Longer term growth
will be fuelled by the developing world,
where per capita steel consumption 1s stil
only a third of the level In the EU Steel
consumption by the year 202015 forecast
to grow by 35% to 18bn tonnes

Short-term outiock

The world sconomy In 2013 and sarty 2014 s
Ekety to grow but recovery from the financial
crisis of 2008-2009 has besn and will rermain
slow The Intsmstonal Monetary Fund foracasts
that world GDP will grow by about 3 5% in 2013
and by a further 4 196 In 2014 compared to
32% In 2012 Much of this Increase will be
weightad towards emerging markets In Asia and
sizawhers In North America the pace will be
more moderate whilst In Europs most
forecasters snvisage Iittls or no Improvement in
2013 and parhaps 1-2% growth In 2014

Global steel consumption, in tum, will rise by
just over 3% in 2013 according to the latest
{October 2012} forecast of epparent steel use
from the World Stesl Association, this compares
with 8 2 1% Increase for 2012 This year's
increass |3 axpecied to Include some restocking
a8 wall as a risa in end-uaa consumption For
2014 consumption Is axpected fo risa by a
further 3-4%, Macquarie Commodities
Research forecasts 3 43

The sarty weeka of 2013 saw some restocking
Hut this is not expected tc last. However, the
aacond hatf of the yaar may sse & mon
substantial increase in end-use demand, and
that In tum may help replenish the pipeiine of
orders. Nevertheless, averall inventory levels ere
ltkkely to remain relatively low so long as the
market outiook for stesl demand is uncertain

The strongest growth, as in the recent past will
be in tha emenging and less developed
countzies Steel damand In Chuna which only
grew marginafly in 2012 |s expectsd 1o rise 8
kttle more this year as Beijing mddly shmulates
the courttry's scoromy The plcturs for 2014 Is
leas clsar as tha new governmant may — by then
= gtart to hift demand away from steeHmensive
irvestments which curmently represent just
under hat! the country’s GOP Urbanisation is
Ikaly to continue, but at a slower pace

in other developing countries, the dermand tor
construction stesl Is liksly to pick up in line with
an improving world econory and a resurgence
inInemationzl trade Africa in particular Is seen
as ane of the stronger markets for construction
staels for new infrastructure projects The
increasing Investment this year and next in ths
production of unconvertional oll and gas
{through fracking) especially In North America,
and of offshore deposits in Latn America, will
support growth in demand for construction
sels and pipes.

World vehicls production In both 2013 and 2014
is expected to rse turther with cheap consumes
credit heiping demand in China and the USA
offset weaker European markets in Europe,
apparent steel consumption is expected 1o
remain eround or even beiow levels prior to
2012

Longer-tarm outiook

In the long term, the rate of giobal aconomic
growth will be moderats and sasms unikely to
repeat the dazziing levals of the earty 2000s
However, agrsements on soma of the key
Irternational Issuss such as debt restructuring,
cumency volatiiity end climats changs could
improve business corfidence considerably The
consensus view s that the world aconomy over
the period 2015-2020 will grow at eround 3% a
ywer gt markat exchange rates.

By the year 2020, worid stesl consumption
could well have reached 1 8bn tonnes,
camparsd with 1 3bn tonnes in 2010 This
forecast Is based on annual sverage Increasss.
of about 3% over the period 2015-2020
Mecquaris |s forscasting annuai Increases of

3 1% in 2015, 3% In 2016 and 2 8% in 2017
World Stesl Dynamics Is less bulish, forecasting
a2 1% growth rate and 1 6bn tonnes
consumption by 2020



Case sty

Steel plate for wind
tower manufacturers

Many stesl Bervice centre customers in Spain
regularly purchase commercial grade stesl
plates for processing and onward supply for
the construrcton of wind towers Stemcor wall
typically receive a specification - including
length, quality and tolerance = for a project to
build a batch of 30 wind towers. Once the
material arrives at port, Stemcor classifies it
a3 per the customers instruction {eg by slze
and colour) Stemcor then armanges the plate
to be transported te the service centre
warahouse for cutting, shot blasting and
painting. Stemcor's expertise fills the gaps in
the supply chaln up to Dellver Duty Paid and
provides finance up to %) days fram ths
delivery date




Stemcor Holdings Limited
2012 Report & Accourits

Overview
Global steel
market outlook

Chinaze aconomic growth will continue to be
strong, but wil siow over the periad to around
€% a year from the double digits in the first yeas
of tha cartury Lower sconommic growth means
lass steal usa Elsewhers in developing East Asa,
economic growth will alse remain at ralatively
high levels, stuch Bx 5-6% a year But any decline
in the rats of growth in investments in China wil
have aconomic ¥npacts eisewhers in the reglon

China s new lsaders may well shift the emphass
in thedr sconomy awsay from infrastructure and
other investments to higher end manufacturing,
consumer goods and public sarvices. Such
changes would be gradual Howener, the
rebelancing would - In due course - Impact
other fast-growing economles, such as those In

In contrast in the longer term, much lower rates
of economic growth ane forecast for the OECD
courdries, typically around 1 5-2 5% & year
Howsver, stesl consumption in these regions is
expactad 1o inciude a higher proportion of value
added engineering steels for machine tools and
vehicles, as well Bs high end stesis for snemgy-
afficient electric motors Move resilient steels for
gutomotive body uses em being developad for
domestc car producars &s well as for export

Opportunities for steel trading

The Board expects Starncor to mainiain its overal
share of traded steal over the next few yasrs, on
tha back of increasad steel consumption end our
increasingty diversdiad role in the steel supply
chain This is despite two notable threats

South East Asia Africa and Latin America. The
slower rats of growth in China’s commodity
imports wouid have an adverss impact on
today s majar exporters of metals and minerals

1t smerms unlikaty that India, with its much
smafler manufacturing base, will offset the
impact of any decine in China Nevertheless, its
BcOnOMy is set to expand sigruficantly once
infrestructure bottianacks have been overcoms

Urbanisation and associated steel-Irtensive
infrastructure Invastments witl be a key volume
driver for the global stesl market In the years 1o
come Climate chenge will boost the demand for
steal products for renewabla snangy, wasts
disposal, urban reads and transport and saa
and flood controls Steel products are integral 1o
a low-carbon world

#er capita stesl consumption in much of the
developing world remalns (ow In the rangs of
20-100kg/head compered with 8 world sverage
af 215kg/head and en EU sverage of 310kg/head
{see charf] eccording to the World Steel
Associztion. Some of the lowest voiumes are In
sub-Saharan Africa, where urban infrastructure
developments are few and far between, Long-
term econamic grawth In the region, as well as
In the Middle East, 5 seen at 5-£% a year

dislrmer {the trand for steel milis to deal
direct with customers) and the risa of domestic
steal producers in developing economies.

There are substanial opportunities 10 courteract
these threats. New steal producers will need
traders to take surplus producton and with our
imternational network and established contacts,
Sterncor ia well placed to supply them with mw
materials a3 well as t¢ market their steal
products overseas Domestic steel marksts In
many developing reglons do not yet have o
downstream supply chain between the producer
gnd the end usar, opening up opportunities for
distribution, stockheiding and service centre
ventures 10 serve the growing number and
verying demands of stesl buyers. In developed
markets, Stemcor can Increass ts markst share
by focusing on high and steels and by providing
more added valus services such as steal sitting
and processing

Seurcer: CRU IMF Macquirs Coammoctbes Research, MEPS,
Matil Bulitn Steel Butiness Brafing Workd Stesl Association
Word Stesl Dyeasmice



Coass study

Partnenng with
an automotive
manufacturer

Stemcor supplies a European car producer
with 60,000 tonnes of engineering steels a.
year for making engine components. Stemcer
holds pre-zold stocks for the customer and
delivers on a just-in-time baals against
call-off When steel is delivered into the plant
it continues to remain Stemcor’s stock until it
has been utilized A fnk has been setup
between Stermcor and the customer's
respective stock control systems so that
entries mada Into one system are
automatically synchronised to the other The
negotiations with producers are held on a
transpearent basis betwean Stemcor, the
customer and the stesl producer Tha
producers are prepared to channel their

lles th h Stemcor b of the
valye-adding gervices that Stemcor provides,
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Overview
Our strategy and
business model

Stemcor’s am 1s to become the world's
rmost profitable trading, distnbution,
stockholding and processing group In
steel and steel-making raw materials

Vision

» To becorne tha most proftable ntermedary n the global steel supply chan

Business model

* Focus on one giobal ndustry — steal

s Sarve a critical role withn the steel supply cham

* Goenerate opporturities to add value Dy leveraging broad prasence
and

¢ Nomagor stakes n sted producion

Strategy

Buid around the establishad core intemnational trading business
Expand upstream n raw matenals meng & processing

Get clgser to steal producers

Expand downstream in steal distribution & stockhokdng

Get daser to steal end users

Expand financial & pnce nsk management senices

Faciitats trade throughout the chain

Drive organic greenfiekd and 2cquesitive growth

Be opportunste within set paramaters

Stemcor has a uniqua and sustainable business
model, basad on the substartial body of
expartise we have developad in the steel inCustry
We see oursaives g a lynchpin in the steel
industry a crftical source of support and stability,
providing supply chaln management to our steel
producing and consuming countarpartias. By
offering logistics administrative and financial
sarvces — end by taking positions to cut lasd

treding encouraging combinad purchasing within
the Group and providing our cross-border trading
teams with reguiar domsstic sales channels.

Geographically we are continually extending our
infrastructure particulary In emerging
economies We will look %o establish an office in
any country whara there is scope for us to
intermediate significant flows and where thera

tiroes — we generats vatue tor our courrtamparti
end free them up to concentrate on runring thefr
own businasses_ Qur strategy for growth i to
bulld on our core treding business expand both
up and down the supply chain and find innovatve
wiry® 10 Atk viius &% A Servics provider This
strategy is designed to cament cur role in the
supply chaln and create additonal revenus
streams from which to sam marging and fees.

Secure supply of raw materials for trading via
mintng imvestments

A kery part of Stemcor's strategy Is to Investin
mining and related assets in order to secure the
supply of raw materials to feed cur IMtemationa
trading activities As well as guaramesing supply
and volurmas such Investments halp nurture
symbiotic relationshps with steel mills

Ouwr mining operations in India have performed
strongly and our pellet plant in Indla is ready to
be commissloned Stemcor is focused on
gamenng and regvesting profits from these
Investments but considers other Investments
opportunities arise particularty Iron ere and coel
mining coke production faclites and phrysical
opergtions In scrap processing and handling

Dervelop the trading business

Thers I8 scops to develop our trading business
and expiet the synargles with our distribution
business. Our distribution business purchases
substarttial quantities of steel, breaks bulk and
forwants to stockhoiding and large end-user
customens, often competing with local milts 1t
makes commaigl sanses 10 bring it closer to

are prc for sustained growth Etsewhere
we are davaloping business through dedicated
staff who regulardy travel to establish and
nurture customer and suppiler relationships In
addition to new gecgraphic regions, suth as
Africa and South America, there are a!so product
areas that Stemncor intends to develop further,
Iinciuding tubes, stainfess steel, heavy sections
and merchant ber

In rew materials trading we continue to leverage
relationships with our stesl producing partners
offenng a dependable source of supply (i retum
for off-take arrangements. Our steel trading
business also benefits by ganing knowledge of
the input variables that affect steel prices and In
addition wa cfian derive extra Income from
structured finance packages There are still
opportunities to grow the raw matarials trading
business without necessarily making further
investments in fixed assets

Incrense distribution activities to end users
Historically Stemcor's domastic distribution
business has offered an essentlal feeder service
to third party stockholder customers, bringing
stoel from amywhera within our international
network, Our focus is now shifting towards large
global end users typically frmns serving the
construction Industry the ol and gas industries,
the whits and yellow goods Industries and the
sutomotive industry

Such relationships with end usars halp drive
regular demand for steel from Stemcor's
domestic distribution units through to the
Imernational trading business Marty end-user
customens erter Mo a framework agresmant



with Stemncor, which is then renewed svery year
When supplying 10 end users Stemoor can add
value by offenng warehousing inventory
management, Just-in-time defivery long-term
price contracts tabrication and Total Cost of
Ownership reduction

Gontinue to bulld & gobal network of
stockhoiders and servica centrea
Stockholding is the retad end of the Industry,
£supplying comparatively small batches of steel for
|ust-ir-tirma defivery to a broad customer base,
Steal stockholding and processing are growth
Irdustries, with their local presence coss to end
users, they are lgss lkely to be disintermadiated
The stronger Starncor is in stockholding the mons
direct placing power our trading and distribution
units can offer steel prochucers, Expansion
downsteam complaments Stemcor's existing
activities, snabdng us to use our purchasing power
as an intamational tracer to provids competithve
advartage both to our own stockhoiders and also
to our stockhoiding customers.

As our own stockholding network grows, thid
party stockholder customers will form
proportionately less of cur businass. Salss to
thess stockholders remein Important to us and
we will continue to serve them on an equal basis
to our own stocikholding outiets. Many of our
future stockholding investments am likely 1o be
of a wvirtual' nature, whersby warehcusing and
transportation ans outsourced 1o sidiled
spacialists, allowing us to concentrate an our
cors competencies and keep capital
expenditure low We will elso focus our growth
on sarvice carmres, processing adds valus to our
service offedng by taking steel a step closer to
ond users ectusl needs

Leverage Stemcor's financial expertise

N recent years, structuned trade financa has
supported Stemcor's growth. it witl continue 1o be
an imagrat part of Stemcor's strategy enhancing
our trading and distribution activites. Stermcor
doas not aspire to act &s an aranger or lender for
fts own sake Our mativation |5 1o secuns sources
of supply or preferertial sales reizbonships by
ieveraging our relationshlps with banks and our
understanding of financing techrgues.

Stamcor Hoklings Limited
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The credit crisis has made it more difficudt, even
for some top ber producers to atiract finance
from International banks. In this environment,
Sterncor ts well positionsd 1o take advantage of
the continuing nesd for such producers to raise
working capital

Furthermore Stemoor intends to grow our
stratagic allances 1o take advamage of the
nuUmernus opportunities In the steal products
and reioted row materiats derivatives markets.

13




$temoor HokSings Limeted
2012 Report & Accounits

Business review
Chairman’s statement

2012 was a brutal year for the steel
industry, although that does not excuse
our poor performance Stemcor paid a
pnce for having grown too rapidly over
recent years without having developed
adequate skills to manage a bigger
company The results were our worst ever,
but | am confident that we have leamed
from our mistakes and will return to profit
i1 2013 and in future years

Raigh Oppanheimer
Chairman

Our Group consists of a number of diverse
busingas nits spanning the steel world Many
of thesa units had an excelient year and
produced good profits, despite the fail In steel
prices and poor market condilons Regsttatly
we made substantial losses in cur internations
Trading Divislon This was our original primary
business and not an grea whemn we expacisd to
make such losses The division had performed
very well from the Inception of cur comparty In
1951 10 2010 More recantly In 2011 and 2012
there were adverse effects from politcal and
sconomic turmoll in some of our markets.

Our main problam however, |s that the world
has been changng rapudly and 1t s difficult to
malimain a rola wih our customers and
suppllers, unless we can be clearly shown o
add value Instead of reacting by re-emphasiaing
our raditional values of service and cusicmer
focus our Intematonal Trading Divislon sought
to malntain their role in the supply chein and
counteract the threat of dis!ntermediation by
meving more Into position trading and the
financing of stocks. Our growth into these
functions was not properly controlled and some
poox decisions were mada leading to
unexpectsd iosses Al the same time we
allowed our overheads to grow too fast. In my
interim report In August 2012 | reported 8
disappolrting six months for our international
Trading Division though | expected

periormancs
to improve in the second haif of the ysar After s

brief improvement we witnessad a collapse in
stesl prices compounded by some substarial
provisions that had to ba mads agamnst three
specic risk positions A a resuft, we posted
increased losses in this Divislon In the sscond
half of the yeer

Our strategy for the International Trading
Division geing forward is emp's We will get
back {0 basics We will concerntrats on
strengthening close relationships with our
counterparties basad on trust and service We
can edd vaiue through our global network and
our expertise In marketing logistics and finance
Thers Is stiil & rea function for our Intermational
trading business In emarging markets We are
reducing our overheads to a more appropriate
scals but wa are still committed 1o this division
and determined 1o Improve its performance

Qur Distribution Division business units in
Australla South Africa, the UK and the USA all
had excellent resutts Thess units have been
astablished tor many years and have proven
management anc a solld market presence
However we agan suffered unacceptable
iosses In our German and italian distributon
units Maragement has now been changed
thoxgh thess busineases cperate In very tough
and competitive markets and it will not b sasy
10 tum them round Neverthsiess | am hopetful of
& far better performance from both Germany
and italy In 2013 based on new menagement
and lmproved strategias going forward

Our Englneering Steel Division putin a
reascneble performance overa!l with the
exception of two units which had recenty
maved Into stainiess stesl in a substantial way
Hera we palid tha price of Inexperience Ina
sactor which was new for the management
concernad By contrast, a stainfess stee! unit
recently estabilshad in the UK under n
exparisnced managsr had B very successiul
ysar



In the last six years we have returned to the
soel g sactor | am pl d 10 report
that our General Steel Stockholding Division
mada satisfactory profits in what was a very
difficutt year for that industry We were
particularly plsased with the performanca of
Zirmmes Staal our heavy plate acquisition in
Belgium, end Stesl Plate and Sections, our 2007
acquision serving the offshore ofl and gas
Industry In the UK, Barcley and Methieson
mads a small joss, but this was largety
attributabys to set-up costs of new ventures
Including a greenfield stockholding depot in the
South of England Without thass naw activities
Barcay and Mathieson would have made &
reasonable profit and | am confident that thewr
2013 results will be better A new greenfield
stockhoiding verture in Paris is making some
progress but also taking longer than expecisd to
reach breakeven Our specializad enginsering
steal stockhalding business in Australla
performed wall The businass wae bought out of
liquidation In 2009 - now operating under the
name of Stemcor Special Steels with depots In
Oukal, Houston, Singapore and the UK —Is
Improving and | am hopeful thet it will at lsast
break even In the current ysar

Our Sarvice Centre Divisian grew in 20% 1 with
three acquisttions Ln Spain, Portugal and the UK,
though the latter is only a minority Investment In
2012 we addad a further sarvice centra in
Finland to our network. We also have a
substantial coil siiting operation in Germarmy
whers we acquired full control in 2006 The
retum on capital employed n 2012 i afl five of
thase sarvics centres was disappointing and we
still have much work 1o do ta rectify their
performance

Ln Indla we hava made two substantial
Investments In Odisha Erehmanl River Pellets
(BRPL) a greenfield pellet plant and Aryan
Mining (AMTC) an iron and mangarsse mina

BRPL has been delaysd In commissioning as a
resuft of new permissions having 1o be obtained,
but has completed the crucial and most risky
construction phase We expect thit we will
finally commence production in Aprl 2013
AMTC wes closed for sight months during the
calendar year due 10 a verety of mguiatory
issues We finally received permissions to
resume despatching in early February of this
year end we expect that AMTC will In
conssquence have a better yaar in 2013 In
order to promats the future of AMTC and BRPL
and the synergies between them we have
combined thess two companles through the
acquisition of BRPL by AMTG, in agresmant
with our (ndian partner

India has Incradible iron ore resources most of
which have not yet been developed dus to the
difficult regulatory ervironment and a lack of
Investment. Aa a resutt of new ragulations and
tha indian govermnment's understandable desirs
1o encourags the development of the domestic
steal industry, India’s Iron ore exparts have
racuced to a small fraction of what thay used to
ba and substantial quantities of iron ore are now
being imported The indian government is now
promating the upgrading end pellstisation of
won ore fines and wa are therefore confident that
our invesiment strategy In india s justfied and
in line with Indlan government objectives

The world sconomy |s generally looking mons
positive Stock markets have been strong the
USA Is growing and China has takan sansible
measures to keep growth on track. Within the
steal Industry the problem of over-capacity is
becorring worsa rather than better, 25 a result of
new miis and improvemernts In capacity and
productivity at existing mills, The stesl Industry
will therefore remain a difficult sector 1 the
future and veigtility In pricing s here to stay This
should not necessarily affect a trading company
varsely and | am 1t that despite the
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serious setbeck of 2012, Stemncor will return ta

profitability in 2013 New acqursitions and

greenfield ventures are however on hold wrtl

we are firnty back in profit and our management
is re- i

Jullan Verden was appointsd chisf axscutive:
officer as from 1 January thus year and has
sntered into his new responsibliities with vigour
and enthusiasm | remain &s chalrman. David
Faktor the Group managing director responsible
for our Intemational Trading Division, resigned
towards the end of 2012 [ would |ike to thank
him for 31 years of dedicated sarvice and wish
hirm all the best for the future Andrew Jones,
who is responsible for our distribution and
stockholding units sarving the oll and gas
industries, has been appoimed to tha main
Board

Stemcor's reputation for integrity s central to
our business model and the Stemncor name Is
trustad end respectsd throughout the steel
Industry This will stand us in good stead in 2013
n helping us return to profitabedity

My thanks are dus to all my colleagues for the:r
hard work and commitrnent and to our bankers
for their continued suppart.

Ralph Oppenheimer
Chaiman
22 March 2013
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Business revjew
Chlef executive
officer’'s statement

I am delighted to have been offered the
position of chief executive officer, which
| assumed in January 2013 My pledge
to all stakeholders is to bring the Group
back to profitability and build a
sustanable platform for growth

i Verden
Chind Exsouther Officer

Markat conditions have been depressed and
remam beansh for the first hatf of 2013 but 1, and
my managsment team, eccept the challange
with relish Althcugh the Stemcor mode! of
baing Involved In avery step of the steel supply
chain will ba maimained, there will ba some
sigrificant changes going forwand which § wil
mxplain In this statement 2033 will be & yeer of

| & ! ring while preserving
our global network and contming % Keep an
gye on the ever-changing world markets.

The first change is the restructunng of the
Group spiitting [tinto thres distinct divisions,
Trading 8 Distribution, Stockhalding and Indla
The spiit is both for management purposes - |
wart to increase the sanss of being part of 8
distinct Division as well as a Group rather than
simply a collection of businesses — and for
financing purpases — each Division showld be
able to be seif-financing. These three divisions
will be underpinned by strong cross-Group
support functicns.

One of the tundemental changes of the new
structure iz the bringing togather of Trading end
Distribution Our Distribution: businass
purchases substantal quantites of steel, breaks
bulk and forwards to stockheiding and large
end-yser customers, often competing with local
mis i makes commercial sensa to expioit the
synergies with Trading, ancouraging combined
purchasing within the Group and providing our
cross-border trading taams with reguiar
domestic sales channels

The ¢ynamics of the Stockholding & Service
Centre business 15 different 1n many ways from
the Group's traditional trading business and
requires different skill sets Consclidating this
business under a spaciafist tearn will help
strengthen menagement and Improve
operational best practice

Our Indian aperations - AMTC end BRPL -
reprasant a huge Investment for Stemcer and
feature accordingly in the new Group structurs




We are making stesdy progress and It remalns
our mtentign to float the combined business in
order to raise funds for new investments in Indla,
baoth upstream and downstirean Maanwhile we
will not be Investing in other assats as we
concentrate on our existing Indian verturss
which elthough they have proved challenging
have enormous potential and ane naw closs to
delivering rea) value

Tewards the end of 2012 we conducted a
strategic review of the Group's Imernational
Trading business Wa hava analysed the output
from thia review and come to the conctusion
that, in the recent past we have got toc invelved
in poshion trading, resufting In excesshe
expesure to risk. This will change We pride
oursstves on strong countsrparty relationships
and will contnue 10 look tor innavative ways to
support our stee! producing and purchasing
partners. Wa will mmain close to our custamers,
Listen to thelr needs end strive to go the extra
mile to dellver a first class service. We will be
transparent and nurture relationships bullt on
trust. However, we must evoid the complexities
of some of our past deals and assums risk
which is proportionats to the reward we am
sooking We will always honour our
commitments but must move away from
non-performing relationships and deals whem
the nak far outweighs the benefit.

My missicn Ia for Stemcor to become a back ta
basics stes) and raw matsrials rader tocusing
on cleanly structured business, well exacuted
doals and quaiity over quarntity In g | wer

Risk management is critical to Stsmcor's
success We have appropriate systems and
processas in place but have at times allowad
these to be circumvented Under my watch this
will stop We will be changing the culture &t
Stamcor such that there will be greater scrutiry
{rom the managemernt team and reduced
eppetits for risk. Trading desk heads will be
made more accountable for their own bottom
line ard balance shaet and will ba driven to
Identify and ralse risk issues sarly Performance
ptans will be used to set objectrves measure
performance end enforce accountabllity Whers
pessible, Stemcors dervatives team will be
working closety with traders to hedge risk, which
In turn allows us to offer innavative contract
stucturss to help counterparties manage raw
material and steel price volatiity All members of
the Board are committed to mairtaining a
peistine balance sheet by reducing surplus
assats stocks and debtors

Given the soverity of the current mcession itis
incumbent on the Group 10 rghtsize to fit the
business we have This consolidation will be
difficult but there 15 no doubt that it must be
done Thers ks room for improvernant in the
Group's successful and developing business
units, but for now we shall be focusing on
tuming eround cur non-parforming business
units Our goal Is to re-shape thess units without
damaging thesr future prospects.

Looking ahead my shor-term vislon for
Stemcor i to have threa warld class, profitable
2] that are independent and

will reduce trade whera we and up with risk due
o commitments where price or volumes are
fixed What we will do is work ever harder with
partriers where wa can davelop regular trade
flows and prices that are current to the day of
tracde We will mairain a broad spectrum of
courterparties and by ensuring our pressnca In
ol markets wil maximise our potential to edd
value between buyers and asilers.

saif-susteining Global steel consumption will
grow and, despile grester emphasis on locallsed
business, intemationally traded steel is hoiding
Ita own Our underfying business is strong After
stabilising the business in 2013 | am confidertt
that we can match and surpass previous levels
of profitatity and rasume both our organc and
acquisition growth ambitiona.

Longer term: | and my management team wil
stand by the aspirations outlined Ln cur 2020
Vision strategy especlally with nsgard to our
mast important asset. our pecple We will inject
more enenTy into fraining, leadership
development career planning and the
establishment of best practice across our
cperations By mvesting In our peopls and
systemns, we ars investing in our future

Lastly a message to all our staff Tha steel
industry in general has endured a dificult 18
months and Stemcor i8 No exception Whilst |
am optimistic about the tuture, we still face s
challanging time In the near tarm ! would ITke to
thank you alt for your suppart, on which | am
sure | can continua to rely and restsrate my
cemmitment to returning Stencor to being &
successtul end mewarding plece to work.

Jufian Varden
Chiaef Executive Officer
22 March 2013

Limited

Holcings
2012 Report & Accounta

17




Stamcor Holdings Limited
2012 Report k Accounts

Business review
Operating review

The 3 3% growth in GDP that the IMF
was forecasting for 2012 turned out to
be shghtly optimistic, the actual figure
reported in its World Economic Outlook
of January 2013 was 3 2%

18

Global stsel production, as rmportec by the World
Steal Asscciation (WSA) increased by 1 2% In
2012 to enother new al-time high of 1 548bn
tonnes, gthough the rate of growth was modest in
COMpertson to tha riss of £.8% the previous year

World export and Import patterns

[Source: ISSB and WSA}

China's steel exports agaln ross in 2012 whilst
Imports deciined December's axports were

4 5m metric tonnas, whilst cormesponding
Imports ware 1 1m tonnes This left China with
net experts of 37 Sm tonnes for the full year an
increase of nearly 32% over the privious ysar
sccording 1o data supplied by the Internationsl
Stesl Statistics Bureau (ISSB) Crude steel
producticn in China incregsad by 3% in 2012,
rising from 695m tonnes to 717mtonnas as a
percentage of steel produced exports in 2012
represantad almost 8% of Chinese steel
production (firushed steel equivaler?) slightly
higher than |n the previous year

The top steel exportars In 2012 atter China were
Japan the EU27 Scuth Korea, Russia and
Ukraine Whilst them wers cnly minor changes
In the positions of the sxparters, tha changes In
the top steel Importers In 2012 were more
dramatic The USA and Thallznd showed
signidicant increases in imported tonnage, whlst
the EU27 in partcular showed & marked decline
and 1o e lasser extent, South Konea end China
did too Thus left the top five importers as the
JGA, the EUZT South Korsa Thalland and
China

In the first decade of this century, according to
data suppbed by the WSA, finished steel exporis
{cross border trade) averaged just under 36% of
global production (firished steel equivalent) This
figure has been steacily falling since 2000 and
reached & low polnt In 2009 Since then thers
has been a slow cimb back. Revisad figures for
2011 showed total exports of 417m tonnes Gust
over 319 of production) and the provisional
data for 2012 suggests exports at eround 420rm
tonnes {just under 31% of produchon)

Pricing

Volatllity is inherent In stesl pricing and 2012
was no excoption although the rate wes lower
than in the previous yesar Tha chart produced
by CRU shows the Far East HRC {hot rolled
coll) GFR (Cost and Freight) prics for the period
January 2010 to December 2012 Pricea for
HRC surged In February 2011 only to end In
December 2011 at a siightly higher level than 12
menths before

Orther indices showed B simllar trend  After a
pramising start to the ysar the CRU global
prices Index started to turn In April and
continued to drep until September/October
before cllmbing egain

The averall picture Is one of Increesed supply in
cross border trade of steel, coupled with lower
price volatiity, both of which put the steel trader
at a digacvantage

Freight
Fresgitt continued 3o represent a major cost for
the Group In 2012 but pricing remained
subdued Tha Baltic Dry index (BD1), a miror of
ths whole world cry-bulk frefight market for
above 25 000mt cargo size had a flat year and
averaged 920 (1 549 over 2011) The index,
which reached its peak of 11 783 In March 2008
saw B new low of 847 In February 2072 alevel
not seen since the market 'halt’ follawing the
Lehman cnsis The deep-sea world fleet was
representsd by 6,604 ships 2t the end of 2007
and 9 275 ships by the end ot 2012 an increase
of 2,671 ships in 5 years Given the world
present forward order book, wa could possibly
sae another 1 000 new-buiid ships joining the
deep-sea dry cango fleet during 2013 By the
and of 2012 dry cargo volume had lncreased by
approximately 5% over the year ship supply in
Capesizs had Increased by over 14% and
Panamax by over 179% World over-supply of
vassais in the dry-bulk marken still therefors
remans the major tafkang point In the freight
market A recovery in prices |s not expecisd
In2013



Case study

Scrap for electric arc
furnace production

Stemcor Is the exclusive supplier of scrap to
an stectrie arc furnace producer of billets,
wire rod and reinforcing bars in Europe As
part of thig contract, scrap is supplied on
credit terms to help the counterparty with its
working capital requirements Stemcor |s
secured by a charge on tha stocka of scrap
and finlshed stesl, which at all imes must
axcead the credit extendad by Stemcor
Furthermore, Stemcer has a cherge on the
caunterparty's asasi of land buildings and
machinery In addition to supplying scrap,
Stemcor purchases bilets and other finished
products from the producer for export, This
parinership allows Stemeor to strengthen its
ralationghips with scrap matal merchants,
who have to export a good proportion of their
scrap where thers |z insufficient demand In
domestic markets
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“The average sales pnce per
mt fell by £77 in 2012"

Review of 2011 develcp

During 2011 the Group madas Investmerts In
Stockholding Enginsering Steais, Distribution,
Service Gentres and Raw Materials.

Tha Stockholding acquision, Zmmer Staal,
Involced &3 000t in 2012 and reported
satisfactory profits The comparny Is an integral
part of the Group's plate strategy In Gi Y

Az discussed sisswhera in the annual report, the
Board restructuring that took place late in 2012
will resutt In the Group being organised into four
divisions Trading & Distribartion, Stockholding &
Service Centres Indlan Operations, and Group
Management & Ancillary Services

The trading account
2z 0N 010 008 2008

and Northemn Ewrope, and s first year i the
Group rugurs well for the futune

In Enginsaring Steels the acqulsition of Stemcor
Special Steels in Houston resuttad In involcing
of 5 000mt high specification steei making
Inrpads Into the US oll end ges market with
contracts with some high profile oilfield service
companies [t also reporied a modest profit

‘Whthin the Distribution ecthvity the new
distribution cartre sstablished In Sac Pacio is
running &t low volumes while ft develops Its
market

The Service Centres — Semimetais, Servichap
and USS - did not perform a3 weit as had been
hoped, although there was significant tonnage

Within the Raw Matsrlals activity tha
Iinvestments in Pacific Coal and CMA produced
short-term losses as the valus of the shares
were marked to their listed stock exchange
values. Ascor Resources a joint venturs thermal
coal trading comparny sourcing materdal from
Indonesia, had very Iittla invoiced tonnage

New developments In 2012

The Group made very few investmernts this year
byt amongst thosa made wees the acqusition of
£ servicea centre in Finland, the start up of B new
Engineering Stesls distributor In Siovakda and
the start up of a general steels stockholder in
Northern France Fers ot Metaux Aspartofa
long-term work in progress for the development
of & pellet plant, the Group made an vestment
in an Indian company Crest Steel and Power

MT Invoicad

{m) 177 171 189 125 151
Tumovar

{£m) 5112 6254 5141 2540 6288
Gross profit

{£m) 15 243 242 102 218
Gross profit

{9%) a0 39 47 29 34
Rsturn on

squity {3%) (191) 90 210 (122 241

Ageinst a background of reduced price volatiiity
and cross-border movement of stee! et around
the 2011 lavels, the small Increzss In i involced
was while nct what was hoped for, at (east in
line with markst sentiment. Turmncver for the year
fell by 18%, this was a combination of & smal
increase i tonnes invosced as peincipal, offset by
the fall In prices during the year The aversge
sales price per mt fell by £77 per mt from £366
per mt in 2011 o £289 per mit In 2012 The mix
between stesl ard lower priced raw materials
remalned constant at 56% raw materials, 449
steel The gross profit margn fell as a number
of large and actverss tams hit the Irternational
Trading profit & foss account during the course
of 2012, but notably towards the end of the year
Within steel trading, 2 number of traditional
marksts in particuiar those of North Africa, had
recuced activities dus to the political instabllity
of the region



m2 12 20m 2om 200 e
Jul-Dwe Jui-Dec  Jan—kn JA-Dec  Jan-dun
Tonnes Invoiced (milllons) 25 a1 a0 81 a0 79
Turmnaver (Em) 2478 2,634 3078 3178 2,706 2,435
Average sales price per mt (€) 260 23 384 350 300 308
Gross profit % 26 3.4 a4 43 46 49
Inchude #rom nage and services axd refiects the Impact of provisions macts during the yeer.

Taxation

During 2012 there was an Increase in activity

in H2 Raw materials trading accounted for the
butk of the H2 incrafna In tonnage. However,
this Increasa in tonnage did not translate into an
Increase in turnover or profitabifity The H2 falt in
turnover and profitability affected most units in
the Group Business streams that wan? against
the trend in H2 wars the distribution units and
the stesl trading elements of Intermational
Trading, which did have better H2 profitabxfity

Ovorhoads

The aconomic climate In 202 has baen
stratching and the Group has kapt overheads
under close scrutiny Overell overheads
decreated by 1% The largest single component
of overhead costs is that of personned, closing
headcount ross from 1 819 employses at the
end of 2011 to 2 051 amployses at the snd of
2012 an increase of 7% There was, however

a significant reduction in personnel costs, as a
pary frdeze wis introduced end bonus peyrnents
eliminated in all non-profit making units

Interest

Interest axpense has fallen sightly, but by less
than the 8 6% drop in borrowing The Group
suffered rising interest costs as a result of an
increese In the Group B lenders cost of
bormowings fwhich am In tum passed on to the
Group) and the higher Interest margln on the
2012 Revolving Cradit Facility (RGF) A fall In
irterest income resuited In the nst intevest
chamge rumaining static

Although the Group has made a loss during

the yeer, corporate tax has still besn payabls

in Judsdictions in which the Group operates
profitably, suth as india, the USA and Australia,
‘whem corporate tax rates are higher than

the UK.

Minority intarests

There are now minonty interests in five of the
Group's subsidiaries, Anstesl Spain Ascor
Assources and Servichap are unchanged this
year A restructuring of the Group's Indlan assats
Is taking place This involves & shane exchangs,
swapping part of Stemcor's holdings in BRPL
with the minordty Interest holding in AMTC At
the year end ths minorty Intarest In Aryan has
recuced from 50% to 42% AMTC has acquirad
a 30% interest in BAPL, which gives an sffective
minerity interest In BRPL of 12 5% Raguiatory
#pproval s currerty baing sought in India fora
turther share swap which Hf approved will sea
BRPL bacome a 100% subsidiary of AMTC

end AMTC have e minority interest of 27%

Review of operating units

The Group's business can be analysed over five
principsl actvities. Mining and Raw Materials
Processing (ntematonal Tradlng in steel and
steel-maidng raw materials Distribution
Enginsering Steels and Stockholding & Service
Centros These flve activities form a matrix
which cuts across legal entities end geograpty
Within these acivities, trading in specialist
products and riche markets is sncouraged

and Is praving to be an engine for growth,

The Group's Mining and Raw Materials
Processing activity [s focused on companles

in india. There are two major assets in this
category Aryan Mining end Trading Corporation
(AMTC) an lron and manganese ore mine and
Brahman| River Pellats Ltd (BRPL) &

ber Y arvd 1 plant, Foll ]
& corporate rearganisation AMTG has a 30%
Interast in BRPL and tha Group's shamholding
in AMTC has increesed from 50% to 58% The
volumes invoiced by AMTC itself fell as a resuit
of lagal issuss some of which wers diracted at
AMTC and some of which closad all mining
Bchvity throughout the state of Odisha The mine
I3 now dispatching ence mors The construction
phass of BRPL sndad In 01 2013, not (n 2012
a3 had besn expacted when the pipieline
project was completed The pipefine connects
the beneficiation plart at Barbil with the
pelletsabon plant at Jajpur The Group also
maintalns an Interest in Mid East Integrated
Stsel Ltd (MISL) (10%) which a!so operates an
iron ore ming MISL1s now operating profitably
and hopes t0 be re-edmitted to Esting in 2013
and Sterncor Indla Pta Ltd the investing
company raceived a small dividend for the

first ime thus year

The Group algo maintains smalt strateglc
iMerests in listed imvestments to provide
materal to support iis trading activities and
has off-take agreernents with other mirung
enterprises It retains an lmerest in the sales of
the Sevage River iren ore mine and proceasing
plant, Grange Tasmania

The Group's Irtemational Trading In steel and
raw materials s centred on three hubs in
London, Dubal and Singapors Raw materials
continues o be the dominant element In the
tonnage statistics with Its total volume almost
twice that of stes! The Increasa in fonnes
inveiced was driven by raw materials with a
slight deciing in stesl volumes invoiced
International Trading had a difficut year Some
iong-term supply relationships were clossd out
too lzte to avoid substant/al losses, and some
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“The Group's oll and gas
sector business saw a net
Increase in tonnes nvoiced
this year”

long term customer relationships generated
losses a3 their iguidity problems Impacted on
Stemcor's axposures Ther has Deen a renvdew
ol the nature of the trading structures and
practices that this part of the Group had
adopted, and changes are being made to I
business model

in our Distribution activity the Continental
European businesses tared less well than last
year Perhaps surprisingly, given the state of the
European sconomy the most successiul of the
Continental Eurcpean businesses in terms ot
profitability was Ansteel the Group 3 Sparush
subsidiary Although both Hs tonnage and
profitability fell sightly 1t stilt reported very
respectabla numbets from a very difficutt
markat WS, a distributor based in Nurenbery,
was particu{arly badly hit by ths sconomic
turmoill in Eurcpe  During the year, bath WSK.
end Stemcor Flachstahl basad In Dusssidor

d their MDa. manag of these two
comparies is now unified and synerpes are
starting to emerge The business basec in
Switzerland showed a marked reduction In both
tonnes invoiced and profitability Distribution
businesses n the UK saw a small fall in volumes
but contnued profitability Stemcor Australia
Increased tonnage by elmost hatf, and alzo
increased profitabilty In South Africa the
businsss maintained its level of Invoiced
tonnage

Sterncor USA [SUSA) participates in most
phases of the steel supply chain that Stemcor
covers globally Baginning with raw matenals
trading at the start of the cycle, through
intemational trading distribution and finatly
stockholding The range of stesl products
axtends to speciallst engineering stesls SUSA
manages a matrix of trading activities from its
New York base with key offices located in
Calitornia, Fiorida, illinois, Ohlo and Mexico ity
Profitabla results wera produced again in 2012
on stable tonnes invoiced

Enginearing Steeis trading units ancompass
both distribution and stockholding Both sectors
reported a fall In involcad tonnage and
profitability Uldry Steel based n Vevey
Switzerand, ran counter to this trend, as did the
Stamcor Special Steels group of companies
Thay both reportsd improved tonnages and
profitability

The Group serves the oil and gas sector with a
range of speclalist products through SPS (plate
and eections) Sterncor AQ (casing, tubing, line
pipa drill pipa stainiess], Stemcor Special
Steels (bars, hexagons and slabs) and Uldry
{torgings and ssamiess rolled) Thesa
businesses have oparations in the UK
Switzeriand Dubai Singapore end the USA,
They saw a net increase in tonnes invoiced
this year

Stemcor's Stockhelding and Service Centre
activities are malnly cantared in Europs Their
European presenca wes enhanced In 2012 by
irvestments in Fers st Metaux in France and
Stemncor Finland Other European openartions ans
basad in the UK, France and Gemmany Outside
Europe there are stockholding operations in the
USA, Dubal, Singapom and Austrefia whers the
Group has a joint verture Overall Invoiced
volurmnes Increasad from the fevel set In 2011,
exciuding the contributions from new meambers
of the Group Profitability fell in 2012 as the
pracominanty Europesn aconomic snvironment
suffered



Specialist trading activities

Sterncor Trade Finance again led the renewal of
the Group's syndicated 384 day Revolving
Credit Facility In the London markst, which this
year ralsed USDB50m The syndicated
Revolving Gredit Facllity for Stemcor SEA,
Singapore, was renewed and Increased to
USD225m The Treesury team actively manages
the Group's significant cash resources in
additon to managng the bilateral financing
arrangeaments with our bankers end a new cash
pooling system to optimisa cash usage ansund
the Group was intlated The activitles of the
strycturad finance team shifted more in favour of
providing customer-lad financing solrtons as
the Group reduced its exposurs to pre-financing
of suppliers, and supported importam trading
relationships for the Group In GIS Indla,
Thalland and South Amarica After a successhul
2011 the offset teamn had a slower year as the
focus of its business tumed eastwards, but In
what is a project-orented business the team has
positionad Itssif welt to take advamage of
sigruficant new business opportunities over the
next two years.

Stamcor Risk Mznagement (SRM) has been
praviding the Group with a range of financial
Instruments to snable it to hedgs soma of its
axposune on phyelical steel and stesl-making
maw matarials trading books since 2007 The
derivatives merket place jor steel and
steel-making mw matsrials still remalns largely
Rliquid - with the notable exception of ron one
SWEPS - 50 opportunities to hedge am not
aiways available at the right Etme/prica Daspite
this Iack of volume, SRM has made some real
progress with hedging hot rolled colf using
swapa bassd on both United Statss end
Northem Europe Indices and merkst intenest Is
expected to continue growing here, The virtual
derniise of the LME billet contract has seen
marny users mave to the paper market instead
and SAM has been ective here too Other
products whars thers [3 a limited dertvatves.
market Inciude scrizp and coking coal, bath of
which SRM has been active In

Stemcor in the merketpisce

Stemcor's philosophy I8 10 work through small
sall-contained units, sach with its own
management and clearty defined areas of
responsibiiity Our local presence fosters the
development of close matations with producers
and customers, while our Intemational network
brings togsther geographically separated buyers
and sellers of steel and allaws us to offer global
solutions to customers who zr bullding up
operztons around the wardd Stemcor offices
combing the parsonal touch of smafl business
units with the strength of a large group
committed to comman objectives, shared values
and a urfied strategy

The quallty of our peopie our risk managemant
ablities our IT skills and our track record give
Stemcor considerabls reason for pnds These
gttributes, combined with ow knowledge of
compatitors, customens and suppllers giveus a
competitive acvantage in the markatplace

Specizlist product sxpsartise and a thorough
understanding of aur suppliers’ and customers'
busingsses form the heart of our trading
activithes Equally critcal are the financing
amangements that undenpin transactions and
the information tachnology that allows us to
communicate effactively control risks and
axecuts transactions woridwide

n 2012, the Group's fnance capabilities were
largety used to support our customers ancd
suppllers The Group continued to generate
business through structured trade finance
pancipally prefinance and toiktng-type
tranzactions The Group's trade finance and
freasury tsams work clotety with our traders to
monitor risk. Cortract frustration Insurance and
Bimited or non-recourse credit faciibes offered
by our bankara were succesafully usad to lmit
the Group's expasure to the performance risk of
peefinance contracts

Stemcor's In-houss trading and rade
eadministration software allows us to maximises
roth owr efficiency and the quality of our semce
to custorners and suppliers. Stemcor is
irvesting in a new Enterprise Resource Planning
System (based on Microsoft Dynamics AX) to
replace systems currently usad around the
Group for order processing logistics
documentatien finance and accounting This
custormised version of Microsoft Dynamics,
tranded AXiom , will mest the varied needs of
the Group's busiress on a single platform
Throughout 2012 the Group has continued to
develop this platform and the rodl out to
subsidiaries has commenced

Stemcor delegates decislon making to the unis
closast io the marketplace Within guidelines.
and limits set by the Risk Director, Individual
trading urits are able o generate trading
axposunes In line with thelr percaption of trading
conditions |n an uncertain market and even
more g0 when tha fortunes of our customers
have been volatie one of the principal rsks &
trader faces is that of holding unsold stock and
unsold forward purchased material Stemcor's
policy Is to minimise its unsold position Them
ars internal controls to ensure that the risks
faced by sach Individual trading unit are at an
acceptable level Much of Stamcor's business is
dor on a back-to-back basls where purchases
are matched to sates. However, in rapidty
changing rnarkets thare Is neverthelsss a risk
that such business does not run smoothly This
risk is as significant as the nsk ansing from
unsold positions Stemeor monitors sach of s
comyects continuatly so as to have earty warning
of any passible problems and to ensure that
counterparties perform.

Stemcors credit policy ia to minimise risk by
insisting on letters of credit, cred!t Insurance
guarantses or retantion of tite in the vast
maority of our trades

Stemecor Holdings Umited
2012 Report & Accounts
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Operating and
financial statistics

2008 2008 2090 20m 2012
Tennes Involced (000)
Steel 9,233 8209 7 453 7 440 7,739
Steel-making raw matarials 5834 6303 9483 9,652 9,024
Total 15,067 12,512 16 936 17092 17,663
Tonnes sold as agents {'000)
Steel 202 123 270 217 234
Steal-making rew materials 5148 2588 1,825 34 3
Total 5348 2741 2,085 5 7
Tonnes handisd {'000)
Stosl 8435 6332 7,723 7657 7873
Steel-making raw materlals 30,980 B8N 11308 10018 9,027
Total 20415 15,223 19 031 176873 17,600
Turnover (B'000)° 6 288 667 3,540,437 5,141,233 6253537 5,111,500
Profit/loss) on ordinary activities before tax (£'000)" 51918 {18557) B3, B9z 6520 (22,919)
GQroup sharsholders' funda {£'600) 234 319 185478 241,880 241,950 104,143

Tunover and proft? on ordinery activities befors Lax includs tumnover and profit trom

I mddition, orofit incluckes excectiondd berrs,




Case study

Fig iron supply
for pipe producer

In the USA, Stemcor stocks pig lron for use in
electric arc fumaces and keeps material at
naarby publlc terminats for dellvery to a steel
pipe producing customer by truck on a
just-in-time basis. The customer |s always
assursd that supply will be available at a
coimpetitive price, basad on a farmula set an
the published price of a wall-respectad
publicaticn The cusiomer s also offerad
extended credit terms to help with their cash
flow needs. Stemcor saurces the materials
from intermatlonal producers in South America
and the CIS Stemcor will often pay for the
material prier to shipment and will arrange
transportation vesssls by sea to the USA.
Stemcor then arranges customs clearance,
vassel discharge into bargea and barge
trangportation to the terminal using the
extensiva USA river system.
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Financial review

“Working capital has
decreased by 20%,
pnmarty as a resuft of
pnce movements”

Structure of the balancs sheet

Gross assats a1 31 December 2012 wers
£2,384m, £264m lower than the previous year,
with a decrease primarily In curment psssts
{-13%) offsetting grawih In fixed assets (+15%)
This reducton was primarly due to lower
averege prices oy a resutt of the mix of product
traded Net ssets fell by £58m to £215m

Fixed assets
Tangie assats on
Group tangible fixed assets as at

1 January 2012 a2
BRPL - construction of plarm 7
Additons and disposals 4
{rther mavemnsnts Including

depreclation and amortisation )]
Foreign axchange (12
Group tangible fixed assets as at

31 December 2012 33

BRPL 18 cummently being tested pror to final
commissioning end the commencemant of
volume pedlet production

The mining rights and other fixed assets at the
two sites in Odisha of Aryan Mining & Trading
Corporation (AMTC] ars held at cost lass
depreclation and emourt to £26m at 31
December 2012

The Board belleves that the economic values of
beth BRPL and AMTC are significantly above
the book values on the balance sheat Other
foxed assets are heid at cost less provision as
per the Group's eccounting podicy

Flixed asset investiments

The fixed asset investments beld by the Group
a3 at 31 December 2012 are included n the
belance sheet 81 £1m 2017 £Am), being the
cost lass any reduction In markst value below
cost

‘Working capital

Working capital has fallen by 20%, primarily es a
resuit of price movernents as discussaed in the
operaiing review

Our gearing ratio as measured by debt over
shareholders funds, averaged 5 78X throughout
tha yesr, Increasing to & B3X at the end of 2012
{2011 595X} Although net borrowings fell by
£158m from last year, this was outweighed by
the £58m fall in sharsholders funds which was
largely dus to an Increased leval of provisioning
taken at the year end

Stocks

Physical stock (evels fall towards the end of the
ysar to an squivalent of 31 days of asles (2011
35 days) Ot the £835m (2011 E665m) of stocks
shown Inthe balance eheet, 81% (2011 70%)
comprised pre-sold materdal Stocks are stated
atter making eppropriats provisions to reduce all
unsaid tems to the lower of cost or net
reallsable value Sales since the yaar end have
broadly confirmed the adequacy of these
provisions.

Debtors

Trads debtors of E871m ere 86% (2011 96%)
covered by some form of risk mitigation The
value of trade debtors coverad by cradit
Insurance was £420m (2011 £456m) Trade
debtor days rose to 62 days {2011 58) Debt
sacured by |etters of credit rose during the
period a3 a percentage to 1496 (2011 10%)
The percentage of debtors securad against
uther guarariess and deposits fell to 21%
{2011 24%) The balance of the 13% risk
mitigation is made up of sales on a cash against
documents basis.




Crao study

Customer service
in stockholding

in the USA, Stemncor has a stockholding
subsidlary involved in carbon and alloy steel
plate Typical customers Include OEMs and
fabricators m industries such as construction,
earth maoving equipment, energy, mining,
bridges, towars, mill equipment and general
engineering applications. Stemcor sources
from a number of mills and offers |t
customers a varaty of services from precise
{to the hour] just-in-time dellveries, to
consignment programmes, to fulty ‘open
book mill-supported contract pricing over
axtended periods, Customers have the abillty
to vary their order sizes, thus minimising
handling and scrap loss Each plats comes
with a mill test certificate and Is indhvidually
numbered for perfect traceability Stemcar’s
service allows the customer to concentrate on
their core business of adding value to the
matenal through processing, withou tying
thelr fi | eapltal and p | resources
to the job of susiaining and maneging
inventory
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Financial review

The Group has entersd Into a number of
arrangements for the prepayment of suppiters,
which are Inchrded within prepaymants in the
balance sheet only 10 the extent that there [s
recourse to the Group At 31 December 2012,
£100m (2011 £120m) Is included, of which 35%
is covered by risk sharing armangements All but
£17m of thesa advanca paymenn:s ara due for
satternent in 2012 (2011 £22m) The largest
single prefinance arrangement Is to a suppller of
fies to BRPL in connection with a long-term
supply agreement entarad Into In 2007

Other dabtors Include a gross amount of £19m
dus between 2013 and 2023 in connection with
the disposal of the Group's investment in the
Savaga River iron ore mine and processing
plant. This amount In other detrtors is reduced
bry & credit balance of £8m, reprasanting the
discount to present value to reflact the deferred
nature of this consideration This discourt |3
belng written back on 2 monthly besis &s tha
relevant dizcount factor unwinds over time

Current asset investments

The current asset Investments held by the Group
s at 31 December 2012 wera &l publicly
quoted and ame inctuded In the balance sheet

et £4m (2011 £4m) being the cost fess any
reduction in market value below cost

Not debt

Net debt decreasad during the yesar by £158m
1o £1 469m Average net debt was £1,547m,
an Increase of £109m from the prior yaar

Bank tactiities

The Group had total bank facilltea at 31
December 2012 of £3,788m {2011 £2 940m)
excluding foreign exchangs lines, Invoice
discourting facibbes, prefinance and other
special purpose facilities. Utlisation of thess
tacliities at that date amounted to £1,83%m
(2011 £2,330my Inctuding E462m of
documertary cradits and guarantees. This
rapresents & 51% utilisation level (2011 59%)

Ons third of the Group's banking facliities

e committed (£1,250m) and ths balance ane
uncommitted short-term trade finance facihtes
{£2,536m) used to aupport the trading assets
of the business Utilisation levels of these
uncommitted facllites as et 31 Decernber 2012
were 37% (2011 39%) The terms of thesa
uncommittad faciiities have remained
substantiafly unchanged during the year All
thess operating faclities ere simlarly structured
We work with more than fifty banks which
finance indwdual self-liquidating transactions
of varying terms on a case by casa basis within
overall tacility Imits. This allows us to allocats
Incfividual transactions to those barks which
have appetits for trensactions of this naturs

The committed tacilitias include unsecured
revolving credit fackiiiesg, assst backed
structures (bormowing bases) and bank debt
to finance long-term assets including BAPL

During 2012 the Group renewex the 384 day
etements of its European Revolving Cradit
Faciiity, s Asian Revolving Cradit Faciiity and its
Bomowings Basa facllity in Garmany and closed
a one ysar Borrowing Base facliity in France

The Group does not give any general security 1o
any banks except as coverad by UCC fillngs in
the USA, in bomowing bass transactions In the
UK, France and Germany and in connaction
with the BRPL project. The Group's objectve is,
s far a3 possible, to malntain all its bankers on
en aquel footing, with sacurity In tha individual
transactons that they finance

The Group Is gt an advanced stags of
discussions for the extansion of the LUSDA50m
364 day portion of its Revolving Cracit Fecility
end a one ysar extension of the USD227 5m
thres yaar Revoiving Credit Fecility and expects
the new facliity to be in place befors the exsting
facility matures in May 2013 As at the dats of
this report, the axtansions have credit approved
commiiments from the five Mandated Lead




Arrangers to participate at either the same level
or gt & highsr Isvel than their cumem
commitment

Shareholders’ funds

The loss for the year attributable to Group
sharsholders is £46m {2011 £22m attributable
profit) After adding the attributable loss to the
dividerd pard and translaton adjustments on
the consolidation of subsidiaries which account
in forsign currencies, Group sharsholders® funds
at 31 Decemnber 2012 amounted 1o £184m
down from £242m last year

Dividend

The Board I3 not rscommending a dividend
(2011 terdm 25p per £1 share final 15p per
£71 share)

Internal financial control

The Board of Directors has to the axtent
permittad by [aw delegated responsibility for
the Group $ system of internal financial control
16 the Audit Committse The Audit Committes
determines both the frequency and contert of
internal control audits rnd the parsonnel
nvolved in these audits report thew findings to
the Audit Committee Although no systern of
intemal financial control can provide absoiute
assurance against material misstatsment or
‘oss, the Group's system s designed to
provide reasonable assurance that problems
are kientified on a timety basis and dealt with
appropriately The principal siements of the
Group’s mternal financial control structunes.
are 3st out below

Matters reserved for the Board

The Board has a number of matiers reserved
tfor s approval including the appointment of
new diractors. The Board |3 responsibis tor
overall Group stritegy end for approving efl
Group budgets and plans. In batwsen Board
rmastings thers ars fquent meetings of Board
committees Certain key areas are subject

to regutar reporting to the Board including

propesed acquisitions trading and financial
axposures, tressury operations, the opening
of new offices and systems development.

Crganisational structure

There &3 2 defined organusational structure with
lines of responsibilty and deiegation of euthority
Thers are |aid down procedures for the approval
<f certain risks assoclyted with trading Clear
palicies ere In place 1o restrict and regulate the
abliity of employees %o allenate resources from
the Group and the circumsiances in which they
may do 20

Financiad control end reporting

Therme Is a comprehensive and Group-wide
systemn of pianning and budgeting with frequent
and timaty reporting of resuits 1o each ‘avel of
management a3 appepriats, Including monthly
reporting to the Board Quarterly budget reviews
by itive manag 1t ere followed up by
the executive directors and reported 1o the
Soard The executlve directors regularly review
the procedures In force for the identification and
assessment of the business and financial risks
Inherent in the activities of the areas of the
Group for which they ane responsible

Stemmcor Hokdings Limited
2012 Report & Accounts
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Principal risks and
risk mitigants

The Group seeks to achieve an appropnate
balance between generating acceptable
and sustanable retums for ts shareholders
and taking nsks. The identficaton,
assessment and management of those
nsks are key elements of the Group's
strategy and of its day-to-day management

“Stemcoer 1s proud of the
reputation it has bult over
its 60 year history”

The Group's approach to risk managemaent and
Imernal control i set out in the Corporats
Governance section on pages 51 to 53 The
ahis at the and of this review aats out in
summary the prncipal recurring risk categones
1aced by the Group in the execution of its
strateqy and the typical mitigants and controls
operated by the Group to manage those risks
The state of the econormy the markets In which
Stemcor trades and the business ervironment
In which It operates will, of necessity, inform the
Board's strategy and associated risk appetits
tram time to tima in respect of thosa risk
categories The paragraphs which follow set out
a more detalled anatysls of our principal risks

Reputationa! risk

Stsmcor Is proud of the reputation It has butit
up owver 115 60 year history as the world's largest
Independciant steal trader That reputation has
been built on the hard work of the directors and
amployess worldwide; bullding long-term
relationships with courterparties and
continuous improvemnent in customsr: service,
entrepraneunallsm and flair, a commitment to
the highest standards of sthics and corpomts
governance and systems of risk management
that have evolved to meet the changing risk
profile of the Group The Boand considers the
safsguarding of that reputation to be of
paremourt Imporiancs and its ethical,
governance and risk managsment practces will
contnue to be underminned by that objective

Strategic risk

Tha Group's success depands on pursuing
strategies that are responsive 0 the economic
emvironment in which it finds itseil As expected
2012 has proved to be a difficult year for the
industry characterisad by cver-capecity on tha
supply side exacerbated by lackiusire demand
in meny of the marksts in which the Group
operates This has resuitad in downward
pressura on prices and margin and a heightsned
risk of business falures.

Desplte a strong performancs from a number
of bustness unity, the Group has postad a
disappointng set of resuits particularty in s
Inteenational Trading divislon As & result, the
newly appointed chief executive officer and his
executive managament tsam have carried out a
tharough review of the Group's activities As
described sariier In this report, this has resulted
In & refocusing of the Group's trading activities
reflected in the new omganisational structure
The Board and the executive committee will
cominuousty monitor the resuits of this Infiigthve
to ensure tha strategic direction of the Group
remalins appropriate

Kay to the Group executing its srategy s its
abxlity 1o access the financing it requires to
trade As such, the Group | heavlly dependant
on the providers of such finance and s currently
working with its financing partners to develop
and exterxd the range of financing options open
to it. Nevertheless the majority of tha Group s
borrowngs finance individua transachions and
are at notice The fixed term borrowings finance
transactons where the finance providad will be
repa:d from the resutting cash flows Such
transactions offer important banefits 1o banks
Their very nature makes them considerably less
nsky to fnancial nsttutions so that, depending
on aach banic's own Implementation of the Basel
nins the gsk-waightsd capital aflocation
requirements can be much lower than those for
stralghtiorwand unsecunsd faciities. Tha Board
xpects to corntinue to meet a substartial
propertion of Stemeor's financing requirements
In this way, whilst axploring ways of diversitying
sourcas of funding

Stemcor's biggest long term strategic risk ig that
posed by competon A major component of
thrs risk 15 that of losing support from mator
commerclal counterpartias. This risk is
considerably raduced by the Group's global
reach and by the sheer number of relationships
it has formed and nurtured =0 that NG one
customer or supplier Is critical to tha continuad
growth of the Group In arder to manage this



Case study

Floating price
arrangements for the
volatile steel market

Tha volatility of the steel market and extended
lead timesa leave customers exposed to prica
changes between order dates and deltvery.
Holding stock i not atwaya an option as It
ties up working capital

Stemcor heipa by prowding customers with
regular just-in-time deliveries, sach one priced
in lIne with the prevalling market on a floating
basis.

Tha customer-gpecifiad stock is held ata
suitable nearby location and releasad in
pre-defined quantities. Each instaiment i
Invoiced based on the monthly price aa
reported by the agreed index.
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risk, the Group sncourages opsn candid
relationships, which enable

decisions to be mada n en atmosphers of trust
and mutual understanding Thess nilationships
are constantly monitoned and reviewad by the
directors 1o ansure that wa both understand end
mast the needs of our business partners

Starncor has macle a slzeable investment n
Its mining and pellstisation business In Indla.
Whilst the mine has meade a signficant
contnbution to Group profits ithasena
mumbet of occasions hed o cesss production
and/or dispatches aa a resuft of the
well-docurnenied chal'enges tacing iron ore
mines In the Odisha region The peliet plant
&t BRPL has taken consideraily longer than
planned to commission as a resutt of simitar
permitting and legal Issues Such obstacles
are A taature of daing business in India and
the Board has every sxpectation that the pellet
plant will commence operations in the very
near future and that the mine will cortinue to
be a significant source of revenue for the Group
The Board has esteblished a sub-committes
which has day to day responsiblity for
avertoelng the strategy and managing the
etsociated rsks of our Indian business and its
slster company in Dubal, known as the Duba
and India Steering Committes

The Group |8 condnually exploring new business
opporiunities, bath upstream and downstream,
with & view to protecting its position in the
mmarkat and protacting the redationships
meantioned above Exampies inciude: Investmen
In raw matarial opperturuties to offer contracting
services to thind parties, providing
pre-production firance to suppllers repayable
through off-take agreemnerts, and making
downstream Investments In distribution and

Furthermore, there |3 a reguiar porting procass
10 evaluate all significant business nsks both

In terens of the potental loss exposure ne
worst-case scanario and In s of the
probabliity of such a scenario coming to pass
The objective of this process is 10 provide
#surance that the Group has at all tmes an
appropriate level of aquity capital to absorb

the risks it runs.

An svalustion of acceptable bamawing ratios
forms part of this process, although borrowing
rabos in themselves offer only imperfect
guidance as 1o the extent of the risks baing run
or the severity of the dangers Inherent In such
risks. The Board of Directors considers a
geanng ratio of between four and sx times
shareholders equity as the normal rangs for

a trading company such as Stamcor with
variations within this range being driven by
market conditions and the Group's reaction

to these

Troding risks

Trading risks comprise markaet, credit and
counterparty nsks which are defined in the
tabie &t the end of this section Limits are st
to measurs thess risks, which are continuously
monttorad by the Group risk director and
reviewed formally both at the regular Risk
Commttas meetings and at Boand meetings
They am also rmonitored on an ongaing basis
by the Exscutiva Committee

As thers [, a3 yet, no practicable way to hadge
tha maority of the Group's exposures to price
movermants In the products [t trades, trading
exposures are a major risk category and one
that Is especially caretully monttored The Board
mansgas this risk by setting position llmits,
which are reguiarly reviewed in the light of

stockholding Arty new Initiath XpH the
Group 1o new risks with which it may not be
famillar The Group requires that such initlatives.
are subjected to rigorous analysts and due
dligence and e epproved by the Board or a
duly authorised committee of the Board

peavalling market circumstances. Net trading

P ans grnall pared to the Group's
trading vofumes. In addition Stemcor is actively
participating in the development of derivative
contracts finked to steel and mw material
products whather traded on regulated
exchangss or on the over-the-counter markets




The Board sesla to [imit cradit and counterparty
risk to the extent possible through the use of
risk transfer techniques such as cradit
insyrance, letters of crecit or bank guarantess
The Group will, however, accept a lowat laval of
risk mitigation If there is a strong business cass
and the exposure is considersd to be within the
risk appetite of the Group after appropriate
analysis

Operational risk

Tha Group is exposed to a wide range of
operational isks as a resuft of Its rapld growth
and the range and geographical spmad of Its
trading activities Operational risk s cumrently
managed at the business urkt level and subject
to Imternal audit scrutiny Tha Group IS making &
significant investment of tme and resources ina
rew fully Integratad Entsrprisa Resource
Planning systsm which wili permit us to develop
consistert standerds and processes across the
Group and provide & solid platform for recucing
operational risk as the Groyp grows Detivery of
thrs project is in eseif one of the principal nsks
tacing the Group on accourt of Its scale,
complexity and cast. We have eatabiished a
strong project team made up of expenenced
employsaa on full time secondment trom trading
and support functions and project management
staff with experienca of implamentng projects of
this nature This team adopts robust project
managemem methodologies and i3 cverseen by
a steering committes comprising sanior Group
directora

Funding end lquidity risk

The Group meintains tight controls over the
allocation and use of cash and credit facilities,
backad up by cash foracasting routines, nsh
anafyses and svalustions of the cash and credit
requiremants of the Group's budgets and
medium-term plans. The fundamental basis of
the Group's teasury poticy s always to match
financing as dosely as possible to the value
tanor and terms of the transactions being
financed

This af has the iderable advantage
that, providing trensactions ars appropriately
structurad they will attract bank finance which
greatly reduces tha sensithvity of liquidity risk to
fluctuations in market prices and trading
volumes The mona than fifty banks which
extend trangactional finance to Stemcor provide
a further dagres of protection against the
consequences of amy bank or banis becoming
unable or unwilling 10 provide trade finance

Treasury riska
The Group s treasury operations have a major
role in rrenimising financial nsk. Treasury
operations are conducted with the objective of
minimising both Imerest rate risk and liquidity
risk, by ensuring that the bank facilities avalable
to support the treding ectivities of tha Group are
adequate in size, appropriately priced and
structured The Group’s policy s to minimise
foreign exchange risk on trading transactions by
hadging sxposurss to foreign exchangs
movements and by matching borrowings and
the Group's capital structure to underying
operating cumencies wherever practicable

There Is, inevitably an interest rate risk axposurs
on the [ong-term slement an the Revolving
Cradit Faciity and on the various other
long-term facilities listed above This | nviswed
reguiarty and atemathes such as the use of

dert 1] ge this risk are |dered
bt have not to date been deemed appropriate

Stemcor Holdings Limited
2012 Report & Accounts
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Risk Type Description . . Mitigation . _ .
Strategic Risk Resuits from external factors Inciuding e economic ermuronmeant, market « Strategu: and budgetary planning procasses
dynarncs or compatiton and inadequate senior management * Board and Executive Committae oversight
that coukd lead 1o a signficant failure of the effectiveness of the strategy of the ¢ Expansion and diversification of up- and down-stream activities
Group as a whola or of its dvisions or businesses * Contnuous busmness development and pro¢ess improvemant
* Provizon of value added services
« Open relationships with counterparties
+ Rigorous new product and new business acceptance procedures
Market Risk The risk of kossa from steed and rew material prce movements on the value of the *+ Setting and enforcing strict unsold Emits, both in termms of volume and value
Group's stocks and s net positon of forward purchases and sales « [Increased utilsation of hedging instruments such as exchange traded futures or OTC optians
Credit Risk The risk of non-payment by customners for goods or services delivered * Use of risk mitigants on substantally all sales
by Stemcor or in the case of a supplier non-return of any prepayment = Detaled due diigence on new and exasting clients ang supplers
or prefinancing * Setting of credit and trading kmits based on due diigence and credit pokicy
» Divarsa customer base to $pread nsk
Counterparty Risk  The nsk that a customer or a supplier will attempt to cancel and not perform + Setting of credt and tradmg Lmits
ther contractad obligations * Emphasis on relahonship management with key suppliers and customers
« Strong in-house legal team
+ Risk miugaton where avadable/appropnate
Funding and The risk that the Group s unable 16 access the debt and equnty fundng that it = The Group restncts its gearing to a level typically batween four and s smes sharehoiders funds
Liquidity Risk recuires in order 10 exacute its strategy « Active funding policy and programme exacuted by the CFO and overssen by the Capital Raising

Committea

There is a substantial level of unused bilateral bank faciities

Total of more than 50 lending banks affords protechion against the congaquences of any bank
or banks ¢aasing to provide tunds

The ovarwhelming maonty of the Group 8 ransactions are self-lquicating, which greatly
reduces the exposurs to cash flow nsks

The Group 8 treasury function manitors the Group s cash flow and hguidity pos/bon on 8
constant basis




Risk Type

Foreign Exchange
Rizk

Description

The nsk that exchange rates negatvely impact Stemcor s trading profitability i
or net worth

Stemcor Holdings Limdted
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Mitigation . . .
* Group policy 15 to hadge all toregn axchange exposures frem N8 by using o

where practicable

As a matter of policy the Group does not hedge ita currency exposure 10 I1s overseas
subsidianes and currency nvastments

Interest Rate Risk

The risk that rising Interest rates negatively impact Sterncor s ovarall profitability

+ Gven the short-tarm nature of the majority of its trading activites, the Group does naot currently
hedge its interest rate nsk

The Group hes obtained a number of longer term debt facilities (eg to finance mining assets}

and is keeping the opportunity to hedge its interast rate nsk on such arangements under review

Opeorational Risk

The risk of logs or other materigl adverse impact resulting from inadequate or
failad internal systerns and processes from external events or human errar

* Expenenced and knowledgeable support staff

Audit and internal control processes

Strong T platkerm and imvestrnant in a new fully integrated Entarpnse Rasgurca Planning system
to consohdate all areas of operation and tighten nsk controls

Continugus review of core documents and polices by the Group s in-house legal team

Laga! and
Regulatory Riak

The risk of loss or sther material adverse impact resuling from a failure to
camply with tha legal and regulatory raguirements, including tax and financial
reporing which apply to the Company its dwvisions and busingsses

Quatfied and expenenced finance and lagal 1eams reporiing to matn Board diractors
Usa of external experts
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Business review
Corporate responsibility

Comporate responsibilty 1s an imtegral part
of Stemcor's business strategy Tobe a
successful business in the short, medium
and long term requires considered
management of nsks and opportunities that
may be termed ‘non-financial’ These can
have a matenal effect on our business and,
as such, we choose to report on Stemcor's
approach to and performance n these
areas in our annual report and accounts

Soms aspects of our approach to corporats
responsibility can have immediate ang highly
tanglble financial impacts such as our DuSiness
conduct practices o enengy savings Our
environmental performance is more difficult to
48 10 our bottom line but this area requires
careful management as it can affect our licence
1o operats in locations whers we have mining
and processing cperations. Wa value our
reputstion a3 a responsible business and this
helps us In attracting and rateining the best
people 2s does our focus on providing a
positive and heattiry working emvironment

Within this gection of our annual report we aim
to report the material corporete responsibilty
aspects of our businass that Impact alf key
stakshiolders. In our reporting, as with all
aspects of our business we work 1o Improve
year-on-ysar We welsome feadback from all gur
stakehciders and seek to report on what s most
material to them

Stemcor's Board believes that being a good
corporate citizen [s good for business  This
sentiment 13 reflected in our brand values

Qur bnng valuss
independance
‘Wa ars not owned by nor do we control,
any steel producers

Reporting corporate responsibiiity

Background

= Stemcor |s primarily a steel treder, with
Involvernaent in finance and logistics The
maonty of our work s office based

= At our stockholding operations, the health
and safety of our staff 13 a key issue and vital
1o our ability to function a8 & business

* ‘W own or part-own mining and processing
operations in india, whers health and safety,
snvironmental and aocial issues are primary
concarns The managemant of impacts and
opportunities relating to these assets could
affect the Group at largs

Kay corp f

and opportunities

* Ve have analysed our business and have
dentified Six core areas of impact and
oppartunity for our own internal corporate
responsibilty management and for reporting

ponsibility imp

purposes.

— Hea'th & Satety/Business Conduct/
Employees/Supply Chain/Environment/
Social

+ We bellove that the management of these slx
cora areas of impact and opporturity can

m iy affect owr position,
reputation, eccess 1o capital and tutum
business prospects

“\!hfl ey Mean lr‘libnc_l‘l—c. . .
Wae are objective in sacuring mutually beneficial

trading deals for suppllers and customers, which
offers competitive advantage

Transparency
Wve foster cpen, collaborative relationships

We nevar conceal our business practices and
treat &l counterparties falrly allowing us to
operats as a trusted long-term partner

Integrity
Once we have mads a commitment,
'we stand by it

Bacause we honour contracts even In adverse
market conditions we are regarcied as
dependabls people to do business with which
gives us access to new opportunities

Compatence
We dellver resuits and strive tor
continuous improvement

We seek to be efficient and innovative In what we
do and how we do It, thereby ensuring continued
customar satisfaction and rspest business




*  Wo bolisve that this grouping is curremtly the
best way to represent the corporate
responsibility related risks end epportunities
of our business.

R fiity for p rsts

p.ﬂ‘wmm and moniwrlnﬂ
Stemncor's Chief Executive Officer is
ultmately responslble for the Group's
corperate respansibllity performance

+ The corporate aftairs director supported by
the Board, is responsible for develaping

ity p and systems
md mtnuquonﬁy promuigating them
throughout the Group

+  Individual business units ans responsible for
the Implemantation of policies and systems,
and for reporting back 10 head office ina
tirnety and complete teshion

Targets

We alm for continuous improvement in &/l arsas

of our business. We have reviewad tha

sustainability dlagnostic conducted |ast ysar by

Deioitts LLC and set corporete responsibility

pufmmm targets for the coming ysar
A for zero fatalties, iryunes and incldents
at Stemcor locatdons and make safe
behaviour a condition of smpéoyrment

* Have zero fines or sanctons relating to
busirass conduct.

* Implement measures across the Group's
stockholding and service cantre operations.
to reduce ensrgy consumption by 109%

* Establish a centralised flight data capture
System and seek to reduce alr travel by 10%
{measured in hours)

St corporats r {biltty

policy highlights

* Stemcor's business conduct policy {Ethics
Pollcy) a&ms to snsure that wa conduct our
business honestly ransparently and faldy
‘We strive 1o uphcid the highest standards In
our dealings with suppliens, customen
contractors and reguiatory authorities, end
expect our partners o ebide by our cwn
standards.

» Qur snvironmental pollcy commits us to
comply with all relevant local and natlonal
reguiatory requirements, rssess the impacts
of ail our operations, conduct dislogue with
our staksholdars and aim for continucys.
Improvemat in our performance.

= ltis the Group's policy to ieks efl reesonable
staps to ensure the haalth and safety of all
staff and contractors as well as those wsiing
our workplaces

+ Qur empicyss policies give a framework
through which we aim to provide equal
opportunities within our organisation and &
worlplace free from buitying or harassment
of any kind

* Stemcor's trelning and development policy
provides our managemernt with the means to
help staff reach ther full potental by
encouraging them to gain recognisad
guaifications

Health & Satety

Background

= The health sa‘ety and wellbeing of our
empioyees and contractors remalns one of
our highest priorties.

* The Board believes that incldents can be
pr through the appropriate
management of health and safety ftis
Incumbent cn Stemcor 23 an smployer to
provide a sate working emdronmment for our
people, to learn from mistakes end to taks
correciive action to rectuce hazards We
understand the impact of accldents and
Injuries &t work the types of losses
assoclated with them and the effect they
have on tha peopls who work for us

* Most of Stemcor's business units are subject
1o local and imemztional reguiation. We are
fully awars thet amy breach of legislation
could resudt In a significant financeal Impact
on the Group as well ea damage to our
reputation and our ablfity to operate

Systems:
+ We operats to appropriate health and satety

standards across our busineas and we aspire

1o best practica Internationally We taks

European and US OSHA siandands as our

minimum requirements

Heelth and sataty performancea data is

collactad from 8li physical operations every

merth and reported to the Board on a

quarterty basis

The health and satety nsks faced by our staff

vary according to their role within the Group

— Asin previous years the majonty of ow
amployeas work in relativaty low-risk
environments, such as offices and our
HA tunciion provides guidance on
work-reiated heafth issuss We recogniss
that srgonomics, stress and work-related
1B-health are factors that can have a major
impact on our smployees

- Qur stockholding and service centrs
operations are reguiarty audited and
employees 8t these locations am trained
1o minimise the risks they fece Risk
assessments have been carrled out and
are reviewed regutarly

— Al our mining and processing operations
{current &nd coming on stream) in Indls,
'wea have developed robust aats of
site-spacific policies and systems and am
tor the best possibly performanca [n this
arsa Accident dzta is reported reguiarly
to Stemcor Group

= We are sware that in each country wher
we work thers will be differences in safety
culture and local attitudes so our Systems
taka thesa into accoumt Regardiess of
local conditions, Stemcor will atways
Ingist on & minlmum stendand and will
endeavour o overcome ary specific nsks
or barriers 1o 2 heatthy working
environmeet

Stemcor Hokiings Limited
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Highiights end objectives:
* In2012 Barclay & Mathieson in the UK

brought in a Safaty Manager who |3
mentored by the Group Health & Satety
Dimector

The UK businessss introduced a web-based
accident reporting system that will be rofled
out 1o European and other businesses during
2013

2012 the first year with complete data,
Stemncor businesses worldwide reported 118
irjury accidents invoiving employees, 33 of
which wera categorisad as ‘sarious’ a2 per the
RIDDOR definition 25 of the 39 serious
igunes and 49 of the total number occumed
within the Barclay & Mathieson UK
stockholding business and OKS sarvice
certre in Germany Satety performancs in the
overssas businesses was largely encouraging
howaver the total nurnber of lost days during
2012 {at slightty more than 1,600 across all
businesses) remains & matter for concem
The Barclay & Mathleson board of directors
and management are committed to driving
down tha accident rates further in 2013 and
will ensure thel esources are avallable within
the Group to drive that reduction In 2012 a
‘Goldan Rides of Health & Sataty’ bookist
was distributed 1o each smployee and safaty
pesters were dispfayed around each depot
The specific hazards anising in the Group s
nen-UK stockholding and service centre
businesses have been identified and will be
campaigred In 2013 with the aim of
sliminating empioyees’ risk exposure

AMTC received seversl safety awards during
Mines Safety Week Calabrations 2012, an
event organised by the Diractor General of
Mines Satety, Government of indla

BRPL, our ron ors beneficiaion and
pelistisation plant, has been working to a
construchon-specific health safety and
anvironment plan during 2011 2, and will move to
its operational ptan during 2013 This plan wil
ba monitored closely and regularly reviewad to
mprove its effectiveness where necessary
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Business review
Corporate responsibility

Business Conduct
Background

How wa work, and how we ere seen to work,
are highly material to the continued succesy
of Stemcor

Our reputation Is key to ensuring wa have
access 1o the best business opportunities
Cur approach to business conduct, as well
&s our broader CR approach, heips
stengthen our rputation as a trusted and
favoursd pariner with landing banks and
trading courterparties

Systems:

Stemcor's Ethies Pollcy covers all
employseas This and other related policles
ere avaiiable on our employse portal New
recrutts are given treining in Stemcor's
approach to sthical business conduct
The Board will not tolerate breaches of the
Ethics Policy
In 2012 a UK Bribery Act risk assszsment
was conducted 10 identity key arsas of
exposure 1o fisk and gaps in the Group's
} The

p "
which was devisaed with input from two
leading taw firms will be repeated every thiee

years,

The Group has clear whistisblowing
proceduras in place allowing employees 1o
rase concems in confidence and without fear
of mprisal

Cur legal department's expenence and
knowlsdge regarding contract law help
Stemcor bulld healthy working relstionships
with sveryone we do business with and halp
protect the Group from risks associated with
contractual prmangsments

Stamcor is a fufl corporate member of
Transparency intarnational

Highlights end cbijactives.

Stemoor recetved zero fines or sanctions
related to business conduct during the year
in 2012 atfter conductng the Bribary Act risk
asseassment, the Group Ethics Policy was
revised 1o ensure it upholds the antl-bribery &
cormuption and antl-money launderng
principles of the UK Bribery Act

As part of the revised Group Ethica Policy an
Agents & Associated Persons guideline was
created to officialty notity third partles of the
standard of conduct required for companies
and Individuals with whom Stamcor works.
In 2012 an e-leaming module was developed
for the UK Brbery Act

In 2013 a formal system will be put In place
to register ampicyses’ complation of the
Bnbery Act e-leaming module and to register
their compliance with the revised Ethics
Policy This will sarve to uphold the Bribery
Act's raquirements under the "Corporate
Offence for companies to have adequate
procedures [n place for the preverntion of
bribery

Empioyoes
Background-

Cur amplayees are central 1o the success of
our business, end 1t is Imperative that
Stemcor elms to stiract and retain the best
staff to give us a compettive advamage.
Policy govermning personnel (s set by the
Board and Implemented by each business
unit, taking local conditons into account.

Cur internal communications ensure that
employses are made aware of our policies,
strategy performance, investments and
future prospects Out empltryes portal is
used to disseminats news, information and
knowledge, whi'e an intemational
managsment confarance is held avery two
yoars 10 share views.



Symbiotic trading with
re-roling mill

Stemcor has a strong relationship with &
re-rolling mill located in East Asia, purchasing
plate for sale to customers in Europe North
America and Asia. Customera include thip
repairers, fabricators and producers of
presgure vesssls. Stemcor purchages either
on a back-to-back basis agunst orders from
its customers or, in viaw of the long lead tme
between placing of orders and armrival in
destination markets, wlll sormetmes purchase
unsold forward'

The mill buys approximately 250,000 tonnes
of glab per annum for re-rofling into plate The
mill negotiates directly with various slab
preducers and Stemcor acts as the sole and
exciusive contract partner, financing all
purchases and holding stocks of slab on
behalf of the mill An agreed, transparent
tormula | in place for cherging for this
service
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We beliave that diversity in the Group's staff
contributes 10 the success of the organisation
and we encourage job applications from
candldatea of any background sthnicity erd
gender

We encourage staf! to gain recognised
qualifications related to their function or
ambition within the business and provide
funding and peld (eave 1o assist tham in
doing 50

Wa employ talaned peopls and give tham
2cope for Individual responsibliity and ceneer
advancement. Seversl of our Board directoes
and maryy of our senior managers joned the
Group as graduate trainses

Compensation and benefits are designed to
Teward the achuevernent of

Thiouugh the Erployes Share Ownership Plan
{ESOF) employees can have a stake in the
profitability of the Group

Staff mambers are given training on
Stemcor's palicies on joning the Group and
all ralevant documents are avalable on tha
amployes portal

Highlights and objectives:
+ |n 2012 a Matching Share Offer attracted 372

new smplayse shareholders 28% of
amployees are cumreatly sharsholders.
through the ESOF 29% of the squity Is heid
by empioyees via the ESOP

Empluyee turnover rate was beiow industry
norms

In 2012 a Performance Pran system was
introduced to set clear annua objectves and
1o measum indlvidual employees
performance against those cbjectives

A Laaming & Developroent A ger was

In 2013 Stemcor plans to contract an
axtarnal consuttant to develop an smployss
angagement survey The intention Is 1o
impfemnent this survey as a pllat test In the
UKin 2014

Supply Chain
Background

We believa that a robust appmach to
corporate msponsibility in our supply chaln
can hetp minimise cur own exposure to risk
and Improve our meturms.

Stemncor deals with suppliars and customers
in countries with varying regulatory
environments and business cuitures, which
may expose the Group 1o certain supply
chaln related raks

Systems.

W am commitiad to working within the law
nat only providing e healthy and fair working
anvironment for cur own employses and
contrectors but also exiending this ethos
throughout our supply chain W strive to
promote imsmationally acceptad standards
within the raglons and cuttures where we do
business especially as regards the sducation
and welfars o chiidren iiving in poverty

We keep abreast of our supply chain and
corpotate responsibility-related
developments In relevant Industry sectors,
ensuring that we are eware of the issues our
suppliers and customers fzoe and areas in
which Sterncor should seer evidences of
reguietony complienca and partormance
monitering

hilghts and objectiy

appointed end a knowladgs b will be
launchad In 2013

An HR Systems Manager was appointad to
improve empicyee data intagrity and
collsction which will In turn enable better
tracking and analysis of diversity profiles,
sickness absance, grievances and career
advancement.

Stemcar did not have to take any action during
2012 relating to our supplers’ managemen of
corporate responsibiiity lssues.

Wa intend to instigate a suppher qualfication
procadure for eur pig iron suppllers in Brazl
This is to ensure that our suppliers are nat
using charcoal sourced from Hegsal
deforastation,



* Anincreasing number of and-user customers
are seeking assurances that Stemeor
adheres to high satety, sthical and
envipnmental performancs standards We
intend to use this Impetus to apply pressure
on gur own suppifers to raiss standards and
improve tenspansncy

Environmaent

Backgrourd,

= The majonty of our business activities do not
have & high environmental Impact and our
employees tend to work from managed
offices

+ W do not produce stesl, and as such we do
nat face the same challasnges as steel
producing companles or have direct
wifluence over the steel industry's carbon
footpdnt.

+ Qur mining, raw matertals processing and
steal sarvice centre cperations are
comparativaly maore energy=-intensive and
higher Impact than our treding operations.
We recogrisa that best practice
environemental management of these assets
contributes to our licence to operate and will
he!p snsure eccesa to business opportunitiss
in the future

* As 3 trader we may be affected by future

) y changey regarding greenhouss
gas amissions, end we monitor
developments in this field 10 ensure that we
are Informed and prepared for a varlety of
scenarios.

Bystems:

* Wa alim to operate as efficiently as possible
at 2ll sites and we [dentily waya in which
environmental imp: and !
cost savings can be made such as reduction
in energy usage

*  We expect all employees 1o contribute to
minlmising Stamcor's amdronmentat lerpact
and pruvide the necessary treining
opportunitiss whenever possible

When providing finance Stemcor works with
I3 steed-producing partnens to sncourags the
use of energy efficient manufacturing
technologles

Qur Indian mining subsidiary (AMTC) In
Odisha, indla, |s operational and its
environmental Impact is continuatty
monitored and benchmarked

Our Iron ore pallet plart (BRPL) in Odisha is
due to becoma opacational in 2013 and will
alz0 be moniteored continualty

Environmenmal Impact assessments wers
conducied for both projects in Odisha and
will be undertaken for any similar projects In
the future.

AMTC ard BRPL were and are sutject to
stringent snvircnmertal requirements and
wens required to comply with the Equater
Frinciples for project funding

Mitigation measures at AMTC includa
pariodic ground vibeation surveys ground
water Quallty anatysis and tree planting Dust
sipprassion systems Include wet drillng
methods, a dry fog system in the crusher
plant and reguiar water sprinkiing

Mitigation measures at BRPL include the
construction of a 230xm underground slurry
pipehne to reduce mad traffic and ambient
dust poftution between the beneficiation plant
and the pellet plant. GO, emissions am
reduced by 91% comparned to road transport
and 87% comparsd 1o rall transport Energy
consumption Is reduced by 97% compared
to road transport and 96% compared to rall

transport.
Other mitigation measures at BAPL induds
de-dusting stacks, an slectostatic
precipitater and melsture conditioning to
suppress dust, and the rmcircutation of
fumace gasss to conserve snergy

BRPL usas kow grade iron ore fines which
would gtherwise be dumpad as waste,
thereby conserving natural rescurces
Water drawn by the beneficiation plant at
BRPL is recycled for siury pumping No
affiuents ars discharged with used water

Highlights and objectives:

1n 2012 Sterncor sngagaed an snvironmentsl
consuitart WSF, 1o conduct a pilot energy
audlt 2t its SP5 subslidiary in the UK This
dentified average potential savings of 17% n
enargy consumption and 20% in associated
snergy costs Measures are to ba
implementad in 2013 1o redeem these
savings

in 2012 WSP designad and distributed a
questionnaire 1o capture enangy usage data
across the Group's stockhoiding and

service cantrs operations Moasures to
reduce energy consumption will be
Implamertad in 2013-2014 at the most
energy-inensive sites

AMTC and BAPL operate ta envircnmental
management plana devised by S5
Environics {India} Pyt Ltd en Independent
third party

5 S Environics also provides a monitoring
and reporting service mganding progresa and
compilance

in 2012 AMTC received an award for top soil
management and noise/bratian & scientfic
studiss during Mines Environment and
Mineral Consarvation Week, organised by the
indian Bureau of Mines Government ot Indla.
in 2012 BRPL engaged the State Pollution
Control Board to monitor ambient ar quality
at the pellet plant, which was confirmed to be
within d norms Tha beneficiation
plant will be YRON Cor |
BRPL has its own environmental anglneer to
conduct snvironmental monitoring at both
pPlants on & monthly basls.

¥e aim to increase capture of snvironmental
data yaar-on-ysar with a view to reporting In
[ine with the methodology adoptsd by the
Carbon Discloswe Project.
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Sacial
Backgrount:

Sterncor glms te be a good meighbour In afl
our locations, as our licenca to operate is
depeandent on good relatians with local
communities and authorities.

The Group (s expanding in developing
sconomins particulary In Hs mining activities
As such wo wil face certain expactations
and requiremernts regarding our soclal
Irrvastroent and will build on our experisnces
gainad in Indla

Our Group's work with socially focussd
organisations |3 themed on education, haalth,
housing disaster rellet and the environment
and Is designed to achleve far-reaching
Impeact In the argas In which we operata
W aim to eddress issues that can have an
impact in ereas relatsd to our core business
obfectives and seek measurable progress
reports regarding these projects
At our locations in India we have, since day
one, had an active involvement with local
staksholders and are committed to reguiar
ard constructive dialogue
AMTC and BRPL wera and are subject to
stringent requirements regarding social

and were required to comply with
the Equater Principles for project funding
Wa seek to employ local paople wherever
pessible and measure our provision of
opportunities to them. Wa provide sidils
tralning to heip ansure thess cpportunities
can be taken advantage of
Our employees in Ingia ans actively Imolved
in providing key servicea for local
communities, and wa approach such
provision as being part of our Ecence to
operate
We support communitias In India by bullding
new housing and schoots, renovating
temples and roads driling borewslls and
providing medical services.

41
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Highlights and objectives:

* AMTC end BRPL operate 1o soclal
managemer plans davissd by S S5
Environics {tndia) Pvt. Ltd  an independert
third party

* Mobile heelth cemp provided by AMTC twice
2 month in thrse locations ambwience
service provided 24/7 in caze of smergency
and free madicine distributed to local peopia

+ |n 2012 BRPLE social investment inltiatives
impeoved health power supply sanitation
and aducation in @ number of local villages

+ Stemricor's charftable dorations and social
investment In 2012 totallsc £40 000 In tha UK.

* We will continue to work with local
communities wherever we operate 1o address
thelr needs end will further develop our
approach to charitabla giving through closer
aignment with our usiness objectives

Weorking with charitable organizations
During 2012 the Group’s past genarous
spending on its charitable objectives faced
soms Imitations. Howsver, the Group was still
able to malntein its ongoing support for sGme
multi-year initiatives in the field of education In
particutar the Group is providing funds for
* The third and final tranche of a CARE
maneged girs education programmae In
Odisha India tit'ed Lezdara for Tomormow
The programme reaches about 4,500 girls
aged 10-14 from marginaiyed communities
in 45 special gng'e sax residantia) schools
The goal is to increass the number of girls
compisting primary school by snsuring aqual
accass to schools improving the quality of
their education and promoting giria'
leaderehip and rights

* In cooperation with Save the Chitdren, an
Earty Steps to School Success’ programme
in Impoverished rural communities in the
southern states of the USA. The programme
offers education senvices to children from
birth to age five gwes support 1o parents and
provides angoing training to community
od

ucators.

+ Sponsorship of science studerts from low
income familles In the UK via the
Irenmongers’ Foundation

+ The edministrative overheads of three
schools in Pakistan the construction of
which the Group has financed via The Girzen
Foundation

+ The Sanskardham Acadery In Mumbsd
India, for the education of hearing-impairad
autistic and orphaned children

« Continued sponsarship of a PhD study to
help eddress some of the anvironmental
conseguances of the steel production
process

Various emaller donations were also made
globally end matching grants wene providad to
staff members’ fundraising afforts for the benefit
ol deserving charitebls organisationa



Coated steel for
bulding applications

In tha UK, Stemcor supplies coated steel cotl
products for building and wall ladding
apphcations, The material can be used ta
manufacture sandwich panels’, an energy
efficient and rapid bulld system whereby two
sheets of pre-pamnted ateel are rolled into a
profiled shape with an Insulation foam
between them This bullding product is used
in &ll sorts of medern siructures from
supermarkets to stadiums, modern office
buildings and warshouses Stemcor fulfils
avery role in the supply chain, including
negotiating the purchass of the product from
sultable mill sources, taking care of initial
finance, shipment, vessel dischargs, port
storage and distnbutien to the customer's
plants according to thelr achedule. Material ia.
deilverad on a just-in-time basis with load by
{oad Involcing and credit tarms.




1 Michsel Broom BCom ACA (NZ} {551
Director, Chisf Financial Officer

various financial roles for
UK and Switzerland. He ks & citizen of New Zeatand

2 Gerry Craggs MA MSc (50}

Director, Far East

Genry jowed the Group m 1986 as B grachuate tranee
1 Londor. He maeved to Singapore as assistant
delegate in 1987 He was appointed managng

Far East, He was appontsd a drector of Sterncer in
2000

3. Grxharn Donnell BA, Solicitor {521
Director, Group Genesral Counsel

Graham joined the Group In Juna 2007 as Groug
general counsal and was appointed a director of
Stemcor in Decernber of the same year He holds
overall

mermational law firm Allen 8 Overy 12 as a partnar
and was managng partner of the firm's officas m
Warsaw, Pragua and Macdrid He i qualified asa
sohcrtor n England and Wakes and Hong Kong and 8
& member of the Gzech and Madrid bar essociations.

4 Philip Edmonds BA [S0)*

Deputy Chairman

Philip jomed tha Group n 1988 and was rtialy
responsibie for Groun treasury. From 1992 1o 1994
he rranagaed the Stemcer office m Johannesbury n
1894 he retumex! to London as a director of Stemcor
UK Limtod and was managing cirector of that
company fram 1995 untd 1999 n 1999 he was

vestrnents and kogistics He 19 8 past chearan of
the Internaticnel Steel Trada Assoclation He was
appanted a director of Stemcor in 1995 and deputy
chalrman in 2005

5 Steve Qrud BSc MA {52)*
Dwector, Trading and Distribution

Steve pnaed the Group n 1989 as an onginal
mermber of the newly formed Stermcor USAL A US
cten ha ks based in New York and snce 2005 has
been n charge of the Groug's North Amarican
busmess. In January 2013 he took responsiciity for
the Group's trading and distribution

Ha was appowted & dractor of Sterncor mn 2000

8 Ron Harvey (B4)

Director, Engineering and Stainleas Stasls

Ron omed Stemcor straght from collega In 1969
workang for the Eurosteel UK import business. Ha loft
1 1979 to run his own mmportng busness and
reyoned Stemcor n 1933 to establish the Group's first
spocialist trading actvity n engmeenng stodls. Since
then he has been the giobal product manager for
angmeentiy steets and s responsblo for tha
axpanson of the engneering and stankss steels
trading and stockhokding businesses, He was
appouted & drector of Stemcor n 2000

7 Colin Herltage BA MBA (53)
Director, Trade Fingnce

Colin joinad tha Group n 1953 from Bark of America,
having worked n specraksed amas of race finenca in
London since 1982, He has responsibiity for
Stemcor's structured trade finence frensachons end
advisng on financal nsk seUes, He alse
heads the prowsion of offsat related seraces to
extermal corporate clents. He was appointed a
director of Stemcor N 2000 Ha s charman of the
London Countartrade Roundtable

B. Andrew Jones [50)
Director, Oi) & Gas

Andraw joinad the Group 1 2007 upon the
acqusition of Stee! Plate & Sections He has been n
the steal Industry since joining Steel Plate & Sections
n 1986 He was appoirtad to the Board of Starmcor
In March 2013 and i responsibie for the Group's
businesses soling special steal products to the ol &
gas sector

9. Ralph Oppenheimer MA MSc (Ecorn) (T2)
Chairman
Ralph joined the Group in 1965 having preriously
workad as 8 government ecanomist Ho was
agpolntad a drector of Sterncor in 1972 and

end

exacutne oficer i Jarnuary 2013 ha has assumed
the rode of Charmnan wath B brief covenng strategy
and acquisitions.

10. David Poud MA FCA [83)

Non-executive Director

Dendd jonad the Group in 1884 as Group chiet
Bccountant and was epponted finance dvector in
1991 After 20 years as finence dractor ha mtred n
2011 and was apponted & non-exacuine Arector n
May 2012 Pnor to jorang Stemcor ha spent 12 years
working In audt forensie accounting and corporate
finance lor KPMG n Landon and Letin Amernca,

Stemcor Holdings Limsted
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11 Chris Rocker MA [B5)

Non-exacutive Director

Chyis joned the Board of Sterncor n 2006 asa
non-esacuthve deactor after working Bs a consultant
with the Group for 12 months, Prior to that ha held a
vanety of posttons dunng a 26-year career with The
Chaso Manhattan Bank, most moently a4 managing
drector and gicbal head of commedities & natural
resources. He subsequently joned the boeard of The
Vitad Group of Cornpares for Sox ysars a9 chet
financial atficer He 5 a citizen of both the UK and the
usa

12 Matthew Stock BSc [Econ) (46}

Director, Middle East and South Asla

Matthew joined Stemcor as a graduate trunee in
1981 working in London Mumbal Dubal and Hong
Kong betore establshing a new otffice for Stemcor n
Bangkok it 1994 In 1997 he becarma tha managing
diractor of Stemncor India and s responsible for the:
developrmant of the Group n the Middie East and
South Asza. He was appodiad a drector of Stemcor
n 2009

13, Julian Yerden (54"

Chief Executive Officer

Julian joined the Groue and was apporntsd a drector
of Sterncor n 1898 He has been i the steel Ndustry
&noe jpning Samac n 1978 and is a past charman
of the br al Steel Trade A jon. He was
appantad Group managing director N 2000 and chia!
exacutive officer n January 2013 In addition to s
responsiiites as chef executve officer he metans
direct responsibdity for the Group's stockhalding and
Senice centra busingsses.

14. Pau! Whitshesd BE (Chem.) (48)

Director, Australasia

After joning Sterncor 25 2 tamnee trader N London n
1888 Paul transtermad to Sydnay in 1981 and was
sppointed managing drector of Stemcor Austraka in
1998 Ha was apponted a diector of Stemncor n
2008, Ha has responsibirty for the development of

the Group's
New Zootand

Member of the Executive Committes
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Michael G Broom
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Philip M Edmonds

Oervid M Fakior (resigned 28 Docember 2012)
Staven M Gref

Ronald V G Harvey

Colin H Heritage

Andrew Jones {appoimed 21 March 2013)
Ralph D Cppenheimer

David J Peul

Christopher D Rockar

Matthew G Stock

Julien Verden

Paul S Whitehead

Secretary and registered office
Andrew S Goldsmith

CityPoint

Onme Acpemaker Street

London EC2Y 95T

Auditar

Emst & Young LLP

Chartered Accourtants and Statltory Auditor
London

Principsl banksrs

ABN AMRO

Bank of Tokyo-Mitsubishl UFJ
BNP Paribag

Barclays

Credit Agriccie

Credit Eurtpe Bank
Credit Sulsse

DBS Bank
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Nadbank

Rabobank

AB tntemational

Socléts Généralw
Standard Chartsrad Bank
Surnitomo Mitsui Banking Corp
UBs
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Complete solutions for
the railway industry

In Germany, Stemcor worka with a global
network of fabricators and service centres to
provide complete steel solutions for end-user
customers. One particular case involves
supplying the finished roofs for car
transportar wagons. Stemcor first discuzses
tha spacifications and design bafore sourcing
the primary materials Stemcor will then

b act further p ing including the
beading of plates, welding, bending and
cocating The Individusa! parts are assembled

rding to the ‘s original

specifications end delivered ready for
instaflation




Stemcor Holdings Limited
212 Reprort b Accounts

Governance
Report of the directors

Accounts

The directors prasent their annual report on the
2ftars of the Company and the Group with the
financial statements for the year ended 31
December 2012

Directors

The directors of the Company are listed on page
46 David Faktor resigned as a director of the
Company on 28 December 2012 Andraw Jones
was appointed a director of tha Comparny on

21 March 2013

The interasts of the directors in the share capital
of the Company, including thewr share options,
are shown in Nete 5 to the financia) stat

Tha directors are responsible for keeplng
adequate accowTing records that are sufficient
o show and explain the Company’s ransachons
and disciose with reasonable accuracy at any
time tha financial position of the Company and
enabie them to ensuwre that the financial
statements comply with the Comparues Act
2006 They are also responsible for saleguarding
the assets of the Company and hence for taking
rezsonable steps for the prevention and
detecton of fraud and other yregularthes

The dinectors are responsitie for the

maintenance and Integrity of the corporate and

financial infoermation included on the Compary's
bsite Legisl in the United Kingdom

Directors’ responsibilities

The annual report and the financial statements
are prepared In accordanca with applicable law
and regulatons.

The directors have elected to prepars the
fmancial statements in accordance with Uruted
Kingdom Generally Accepied Accounting
Practice (United Kingdom Accounting Standards

governing the preparation and dissermnation of
financial statements may differ from legistation
in other jurisdictions

Principal activity

Stemcor's services span every step in the steel
supply chain Principal actvities include miming,
steel and raw materials trading kogistics
distribution stockholding and finance

and applicabla law) The di 3 are satisfiad

that they give a true and fair visw of the state of

affars of the Company and of the profit or loss

of the Company for that period In preparing

these financlal statements the directors have

+ selacted suitable accounting policies and
applied them consisterty,

* made judgements and accounting estimates
that are reasonable and prudent

» stated whether applicable UK Accounting
Standards have been followed, subject to
any material departures disclossd and
expianed in the financial statementa, and

« prepared the financial statements on the
going concem basis

Bus! review

Datalls of the results for tha year are set out on
page 24 Raviews of the business activites of
the Group and of its future prospects and
development are given in the Charman s
Statenent cn page 14 and the Operating
Faview on pages 13 to 23 A Financial Review is
given on pages 26 to 28 which sets out the
Group s financial nsk management objectives
and policies A Corporate Responsibiity Aeport
Is grven on pages 38 to 42 Due to the diverse
nature of the Group's businass there are no
standard KP!s used for the Group




Dividends

The total amount paid out in 2012 by way of
dividend was £1 135 000 or 15p per £1 share
being the final dividend for 2011 of 15p per
share (2011 £4 519 000 or 60p per share being
the final dvidend for 2010 of 35p per £1 share
and the intenm dividend for 2011 of 25p per £1
share)

Share capital

On B May 2012 7 570 813 shares aof nominal
value £1 each in the capttal of the Company in
1s5ue were sub-divmded into 189 272 825 shares
of nominal value 4p each 114 400 new shares
were alotted to directors and/or employees
during the year

Employment poficies

The Employee Share Ownership Trust (ESOT)
has to date subscribed for 64,334 400 shares in
the Comparry After distibuting shares to
directors and empioyees the ESQT held

1010 700 shares a1 31 December 2012 (2011
18,475)

Detalls of optons exercised dunng the year are
to be found in Note 17

During the year the Company repaid an
unsecured loan from the ESOT of £1 000 000
plus interest of £14,581

Tax status

In the opxrwon of the directons the Company it a
cose company within the meaning of the
Corporation Tax Act 2010

Equal opportunities

The Group believes strongly in equal
opporturstes for all staff and poterttal recnits
regardiess of race religion, gerxder, sexual
orlentaton age or disabifity information about
tha Group s equal cpportunities policies are set
out in the Corporate Responsibility Report on
page 38

Digabind smploywes

Apphicatons for employment by disabled
persons are always flly considered bearing in
mind the aptitudes of the applicam concerned
In the event of members of staff becoming
disabled, every effort is made to ensura that
their employment with the Group continves and
that appropriate training Is aranged ftis the
poticy of the Group and Company that the
training career development and promotion of
disabled persons should, as far as posaible, be
identical to that of other employees

Employse consuitation and Invoh
The Group places considerable value on the
involvernertt of its employees and has continued
to keep them informed on matters affecting
themn as employses and on the vanous factors
affecting tha performance of the Group and
Company This {s achieved through formal and
inforrnal meetings and through the Group
intranet

The empioyee share scheme has been running
successiully since its inception in 1932
Employees are offered the chance to buy shares
on a regular basis The ESOT also buys shares
from employees

Indemnitios

The Comparny has agreed 1o indemrufy its
directors in respect of proceedings brought
aganst therm by third parties subject to the
Emstatons prondided in the Comparies Act, Such
qualifying thurd party indemmuty provisions were
In forca during the year and continue to be In
force as at the ¢tate of this report. The Company
has bought directors and officers Nability
Insurarice 1 order to minimise the potential
impact of any such proceedings.

Charitable dortions

Dunng the year the Group set asida £40 000 for
donations to charity In the UK (2011 €181 000)
No political donations wene made during the
year (2011 £nil)

Audltor

Each of the parsons who 15 a drector at the date

of approval of this repert confirms that

+ 5o far ag the director ts aware there is no
relevarit audit nformaton of whieh the
Company's auditor 1 unaware and

« the dinscior has taken all the steps that he
ought to have taken as a dweclor n order to
make hureself aware of any relevant audit
rforrnanon ard to establish that the
Company's auditor is awara of that information,

Thus confirmation is gver: and should be
interpreted in accordance with the provisions of
$418 of the Companies Act 2008

On 22 October 2012 Deloitte LLP resigned as
auditor and Ernst & Young LLP was appointed
as auditor Emst & Young LLP has expressed its
willingness to continue m office a3 auditor and a
resofution to reappoint it will be proposed at the
fortheoming Annual General Meeting of the
Company

Going concem

Sterncor finances its operations through &
combination of funds supplied by sharehoiders
and funds supplied by financal nstiutions. Of
the funds supplied by financial institutions
funds sourced from commtted faciibes play an
important part Facilfes amounting to £1 25bn
33% of the total, are commitied with expiry
dates rarggng from May 2013 1o May 2014 The
Group has covenarts governing these faclities
whuch, if breached would make the facilties
uncommiited and repayable on demand
Further details of tha covenants are detaled n
Note 15

Stemcor Holdings Lamited
2012 Report & Accounts
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The Group is currently i the process of
extending rts ons year RCF which expires in
May 2013, and its three year ACF which expires
n May 2014 Ag at the date of this report the
extensions have credit approved commitments
from the five Mandated Lead Arangers to
participate at either tha same level or at a hugher
level than their onginal commitment. The launch.
presentation took place on 13 March and since
then further credit approved commitments have
been received from a number of relationship
banks The level of renewal will possibly be
kower than the existing facility which is
oconsistent with the Group’s pian to reduce the
level of Group debt, The renewal process s
expected to condlude on 18 Apnl Based on
progress 1o date the directors are confident that

covenant. These steps will continue to further
improve the Group's compilance with
cavenants

The dinsctors have modelled a range of
scenarics to test the Group's ability to meet thewr
financial covenants The key assumptions that
the models are sensitive to are movements in
urut margn and debt matunty In the oprson of
tha directors the range of reasonably
{oreseeable scenarios modefled the mitigating
actons adopted and the results of the first two
maonths of the year have confirmed that events
that would cause a breach of a covenant am
unhkely The directors have therefore concluded
that the Group has sufficient financial resources
to continue in operational existence for the

sufficient fungs will Da raised via val of the
RCF axpinng in May 2013 to meet the Group's
ongoing funding needs

The directors consicer that there are two key
challenges to the Group s covenants, At year
end the Group is close to the Emit of its total net
worth vs indebtedness (gearing; covenart. In
addiion any amount of the three year RCF that
15 not extended will by increasing llabilides
faling due within one year reduce the headroom
the Group currently has in its minimum weorking
capital covenant.

To avond covenant beeaches the Group has
successfuly taken steps to reduce debt s:nce
the yaar end Following the strategic raview of
trading operations the strategy has refocused
on lower volurnes of lugher quality and taking
less risk In the first two menths of 2013 net
cash collection has been positive and this has
dnven down our geanng ratio Debt is aiso being
restnuctured to align the assets financed with
erther transactionally secured borrowings o
debt of a more appropnate maturity date
Matctung the matunty date of debot, with the life
of assets that those borewings finance will
increase headroom In the working capital

o ble future

Based on the directors expectation of renewing
the ACF at a sufficient level and maintaining
covenant compliance tha financial statements
have been prepared on a going concem basis
The financial statements do not inctude the
adjustments that would be required if the Group
was unahie to continue as a going concem.

Thus, they continue to adopt the geing concern
basis in preparing the financial statemnants

On behalf of the Board
Andrew Goldsmith

Compary Secretary
22 March 2013



Governance
Corporate governance

Ag a pavate company, Stemcor is not required
o comply with the provisions of the UK
Corporate Governance Code However the
Board of directors is committed to the prindples
of openness integnty and accountability
embodied In the Code

Board of Directors

The Board now compesing tweive executive
members and two non-exscutive members is
responsitle for the overall performance of the
Group

The charman is responsible for overseeing the
runming of the Board ensuring that no individual
o group dorminates the Board's dacision making
and ensuring that the non-axecutive directors
are properly briefed

The Board meets approximately three tmes &
year to discuss key areas of the Group's affars
including operational and financlal performance
major ransactions, nsk managemest and the
decimions and recornmendations of the vanous
Board commitiees

Tne nsk management objectives of the Group

Stencor Holdlngs Limited
2012 Report & Accounta

Committees of the Beard

Executive Committon (EC)

The EC is the principal executive arm of the
Board supporting the chief axecutive officer in
the day to day management of the Group The
EC consists of the chief executive officer
{Chairy the deputy chairman the Group general
counsel the chue! financial officer and the
director for international trading and distnbution.
1t meets at least once every two weeks, often
weekly by telephona conferance call The ECs
remitls to provide strategic direction to the
Group develop and review the objectives and
budgets of business units review and make
recommendations to the Board on the
appropriate organisational structure of the
Group oversee complianca with relevant
legistation and reguiations identify and prop
to the Board new business opporturuties and, if
approved implement such proposals consider
the current majer transactions Involving the
@Group and current issues facing the Giroup, and
review the market situaton and ensure that the:
Group's trading and risk pasiton is adjusted
accordingly

Remuneration & Pecple Committes

together with management’s et of the
pnncipa nsk axposwres are set out n the
Rnancia Review on pages 26 to 23

The Board deleg; specific resg ibility to
Board committees which all operate within
written terms of reference The committees have
standing members who are not on the Board

4 )

The Remcom comprises the chairman (Chain
the chief executve officer; the non-executve
directors, the chief financial officer the
operations director and the corporate affairs
director It meats at least twice a year to review
matters refating 1o equal opportumity diversity
remuneration policy, share options
perormance-related pay schemes and
exacutive directors remuneration

L1
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All executive directors are employed on a rofing

contract basis with no more than 12 maonths

notice Therr remuneration package consists of

* abas:c salary subject to annual review
reflectng the indvidual director's experlence
and responsibilities

* an anrual discretionary bonus which taxes

account of both indmvidual perforrmance and

the Group's results after charging for the use

of sharehe¢lders funds

benefits in kind,

anon-contributory pensicn scherme related

te basic salary

* share options - the Company operates
vanous shara opiion schemes Most of the
executive directors are eligible to partcipate
In these and at 31 December 2012, their
aggregate parhcipation in the vanous
schemes was as follows

Earflest
Name of shara option No.of date ot
scheme options exsrcine

Unapproved Share
Qption Scheme

1o which the degree of rotation of the audit
partner s a matter requinng reporting to
shareholders The AC meets at least twice a
year The Group internal auditor reports
functionally to the AC and administratively to
the nsk director During the year tha AC
recommencded a change of external auditors,
as a result of this Deloitte LLP resigned on
22 October 2012 and Ernst & Young LLP
were apponted

Investment Committes (1C)

The IC considers all investment propasals for
the Group The members of the IC are the trade
finance director {Cha), the chairman the
deputy chairman the chief executive officer; the
chief financial officer, the Group generat
counsel and the Group risk cirector The IC has
authonty to approve investments up to the value
of £3m Invesiments of a higher value are
referred by the IC to the main Board witha
recommendation to proceed or not The IC
meets at least monthly but usually more often
on an ad hoe basis to congider and approve

687500 0112 2009

75000 0106 201

1,000 000 25 02 2012

Benefits in kind for executive directors are
essentially the same as those awarded to sen.or
permanent employees in the locations where
each respective executive director 15 employed

Audit Committes [AC)
The AC comprising & non-executive director
[Chair) the other non-executive director the
chief financial officer and the Group nsk director
15 responsible for the relationship with the
Group's external auditor (cusmently Emst &
‘Young) and the review of the Group's financlal
reporbing and intemnal controls [t also reviews
the sndependence and objectisty of the external
auditor; in particutar, the AC maintains under
review the extent and nature of the provision of
non-audrt services by the auditor and the extent

specific Ir 1ts when needed

Risk Commlttee (RC)

‘The AC 15 made up of tha sk director {Chair}
and seven Board members representing
business units, together with the Greup's legal
and financiaf Gperabons and a non-executive
drector it Is charged wrth overseeing the
management of all business risks across the
Group with a partcular view to ensurng that
mitigating actions ama being performed and
overall nsks are minmised (see ponaipal nsks.
and mitigants section on pages 30 te 35) h
covers supplier prepayment limits customer
trading and credit imits, unsold position mits,
significant projects and structured trade finance
deals The RC sets nsk exposure limds {where
appropnate) in line with the Group s nsk appetite
as lad down by the main Board The RC meets
monthly to review risks at the strategic level and
on an ad hac basis to consider and approve
specific matenal transactions when needed




Business Ethics and Compliance
Committes BEC}

The BEC was established 1o ensure the highest
standards of business deal:ngs and business
ethics within the Group The BEC 1s responsible
tor monitonng and implementing policies, for
Instance complhance with anti-bribery legistation
and money jaundering legislation s members
are the Group nsk director {Charn) the Group
general counse! and one memiber of the
Executive Committee

Gontracting Committee {CC)

The GG was formed to approve monitor and set
policies and procedures for the Group’s growing
contracting business s members are the
Group nsk director (Chair) the director for the
Middle East and South Asia, tha operations
director; the Group trade finance director; and
the Group legal counsel

Dubai tnd!a Strategy Committes (DISC)

The DISC ¢ompnses the chaiman the chief
financial officer a non-executive director the
director for the Middle East arxt South Asia, the
Qperations director and the managers of the
Group's Dubal and Kolkata offices fts purpose
15 1o devise and implement a strategy for
managng the Group's assets and exposures in
India and to suppoert the cutvent management ir
India in executing that strategy, to provida
timely, streamiined decision making by
congldering and recommending to the
appropriate other commuittees of the Board
appropnate commercial opportunities in India, to
work with Group functions to mantan effectrve
Group eversight of commercial activity in India
n order to ensuma that risks are properly
understood and effectively mingated, to
consider the present and future legal and
ownershyp structure of Stemcor's Indian
business and propuse changes in the current
structure to the man Beard

Risk management and intamal

caontrol framework

The Board has responsibility for the Group's nsk
management framework legal and regulatory
compliance and systerns of internal control
Although no system of nsk management and
internal control can provide absolute assurance
aganst matenal misstatement or foss the nsk
management framework and associated
governance arrangements are designed to
ensure that there Is a clear orgamisational
structure with well defined transparent and
consistent knes of responsibility and effective
processes to dently report monitor and
manage the nsks to which the Group 15 or rmight
become exposed In partcular the Group's
systemns are designed o provide reasonable
assurance that problems are recogrised on a
timely basis and cealt with accordingly Several
elements of these systems are discussed in the
Financial Review on pages 26 o 29

A key prionty of tha risk and control framework
is to allow business opportunities to be
exploited while mamaring an appropriate
balance of risk and reward The Group's nsk
management framework Is designed to ensure
that the risks to which the Group is or may
become exposed are dentfied and that those
which the Group chooses to take are managed
controfled and where appropriate mitigated so
that the Group is not subject to unexpected
less

Identificaton measurement and management of
nsk are strategic pronties for the Group Cver
the past 12 months the Growup's nsk
management framework has continued to
evolve The Group rewiews and revises is nsk
appetite as part of the strategy setting process
and identifies its matenal nsks through this
process This aligns risk talung with the
achievement of sirateqic objectives

In common with most large orgarssations the
Group has adopted a sk management
framework based on the concept of three lines
of defence'

* Firstline of defence the Group's cperationa
management has ownership responsixity
and accountability for assessing controlling
and mitigating nsks

Second hne of defence the nsk function
together with other supporting functions -
pnncipally legal finance and treasury —
facditates and monitors the implementaton
of effectve nsk management practices by
cperational management provides Group
level oversight of nsks and assists the nsk
owners in reporbing adeguate nsk related
information up and down the orgarksation
Third line of defence the internal aucit
funcbon, reporting through the Audit
Committee provides assurance to the Board
and senior management on the effectiveness
of the Group's risk management and intemal
control arrangements

Stamcor Hokiings Limited
2012 Report & Accounts
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Independent auditor’s report
to the members of Stemcor Holdings Limited

We have audited the financial statements of
Stermcor Holdings Limited for the year ended

31 December 2412 which comprise the
Consolidated Profit and Loss Account, the
Consolidated and Company Balance Sheets

the Consolidated Cash Row Statement, the
Consolidated Statement of Total Recognisad
Gans and Losses and the Consolidated
Reconcliahon of Movernents in Shareholders'
Funds and the related notes 1 to 28 The financial
reporting framework that has been applied n
their preparation s applicable law and United
Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice}

Thus report is made solely to the company's
members as a body in accordanca with
Chapter 3 of Part 16 of tha Companies Act
2006 Our audit work has been undertaken so
that we might state to the company's members
those matters we are required 1o state to them in
an auditor's report and for no other pupose To
the fullest axtent permitted by law we do not
accept or assume responsibility to anyone other
than the company and the company’s members
as a body for cur audit woek, for ths report, or
for the opinions we have formed

Respective reaponsitilities of directers

and sudior

As explained more tully in the Directors'
Aesponubiities Statement set out on pages 48
10 50 the directors are responsible for the
preparation of the financial statements and for
being satisfled that they give a true and far view
QOur responsibility Is to audrt and express an
opinion on the financiy statements In
accordance with applicable law and
International Standards on Auditing (UK and
Ireland) Those standards requre uS 1o comply
with tha Auditng Practices Board's Ethical
Standards for Auditors

Scope of the audh of the financial statements
An audit involves obtaining evidence about the
amounts and disclosures m the financial
statemants sufficient to glve reasonable
assurance that the financial statements are free
from matenal messtatement, whether caused by
fraud or error This includes an assessment of-
whether the accounting policies are appropriate
to the group s and the parent compary's
circumstances and hava been conslstently
applied and adequately disclosed the
reascenableness of significant accountting
estimates made by the directors and the overall
presentation of the financlal statements In
addition we read all the financial and
nen-financial information in the Annual Report to
wdentfy matenal inconsistencies with the audited
financial statements i we become aware of ary
apparent materdal misstatements or
inconsistencies wa consider the impEcations

for our repart.

Opinion on financlal statements

In cur opinion the financial staterments

* give atrue and far view of the state of the
group’s and of the parent company’s affairs
as at 31 Decemnber 2012 and of the group's
foss for the year then ended

+ have been properly prepared in accondance
wath United Kingdom Generally Accepted
Accounting Practice and

+ have been prepared in accordance with the
raquremnents of the Companies Act 2006

Oplinion on other matter prescribad by the
Companiles Act 2006

In our apinicn the information given In the
Dwrectors’ Report for the financial year for which
the financial statements are prepared is
consistent with the financial statements

Matters on which we are required to report

by exception

We have nothing o report m respeact of the

following matters where the Companies Act 2006

raquires us to report to you if, in our opion

* gdequate accounting records have hot been
kept by the parent company or retums.
adequate for our audit have not been
recerved from branches not visited by us, or

* the parent company financial statements an
niot In agreerment with the accounting records
and retums or

= certam disclosunes of directors’ remuneration
specified by law are not made or

+ wa have not received all the information and
explanations we requrre for our audit.

David Ceuton (Sentor Statutory Auditor)
for and on behalf of Emst & Young LLP
Statutory Auditor

London, United Kingdom

22 March 2013
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Stemecor Holdings Limited

2012 Report & Actounts
Consolidated profit and loss account
for the year ended 31 December 2012
212 201

Notes £000 000
Tumover 2 5,111,599 8253537
Cost of sales {4958,53% (6 010,139}
Gross profit 153,066 243,308
Distribution costs (58,274) (59,077)
Administrative expenses (B87,411) 88 816}
Total operating profit 7,381 95 705
Share of operating profit from joint venturs and associates 392 462
Nat interest payable and gther similar charges 3 {30,693) {30,864}
{Less)profit on ordinary activities before taxation 4 (22,920) 85,203
Tax on (loss)profit on ordinary activities 7 (16,450) {26 902}
{Loss)profit on ordlnary activities after taxation (39,370) 38 301
Equity minority interests 20 (6,886) {18,587)
{Loss}/profit attributakle to shareholders for the financlal year (#5,2586) 2174
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Consolidated balance sheet
as at 31 December 2012

2012 20m
Notes 000 £7000 £ 600 £000
Flxed assets
Tangible fixed assets 10 322,723 271 81Mm
Joint venture and associates 4,305 4197
Investments 9 1,154 8243
324,182 284 311
Current assots
Stocks k] 634,708 644 528
Debtors ,225,669 1487 012
Less non-returnable procseds {3,940) 8 104}
12 4,221,729 1,480,908
investments 4 4,075 4225
Cash at bank and in hand 205,324 224 282
2,065,836 2373943
Creditors amounts faling dus within one year 15 (1,867,505) 2128118}
Net current assets 198,331 247 824
Tota! azsets less current llabilitiea 626,513 532136
Craditors amounts falhng due after more than one year 16 {211,479} (258 238)
Net assota 215,035 272 897
Capital and reserves
Called up share capital 17 18 7,575 75870
Share premium account 18 8,858 8776
Prafit and loss account 18 167,710 225 604
Sharsholders’ funds 18 184,143 241 950
Minority umerests 20 30,892 30 947
Total capital employed P 215,035 272,867

These financtal statemertts wers approved by the Board of girectorsbn 22 March 2013 and signed on its behalf by

J Varden M Broom
Chief Financlal

==
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2012 Report & Accounta

Company balance sheet
as at 31 December 2012

202 201
Notes £000 £ 000 £ 000 £000
Fixed assets
Tangible fixed assets 0 7,944 4,565
Investments g 1,154 8243
Investments in subsidianes a 265,131 302176
274,229 374 984
Current assets
Dabtors 12 31,165 43 456
Cash at bank and n hand 795 374
31,960 48 830
Creditors amounts falling due within one year 15 {122,046) {121 864)
Net current lisbilities {50,086) 73034
Total assets less current liabilities 184,143 241 950
Net assets 184,143 241,950
Capital and rasarves
Called up share capital 17 19 7,575 7,570
Share premium account 19 8,858 8776
Revatuation reserve 19 109,122 167 047
Qther raserve 19 7,890 633
Profit and loss account 19 50,698 57,924
Sharehciders’ tunda 19 184,143 241,950

These financal staternents of Stermcor Holdings Limited (registered number 1038435} were approved by the Board of directors on 22 March 2013 and signed on its behalf by

J Verden M Broom
Chief Executve Officer Chief Finangial Officer




Stemcor Holdings Limiéted
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Consolidated statements
for the year ended 31 December 2012

Consolidated cash flow statemnent Notes :2'3;: 5{,’3;
Net cash inflow/{outflow) from operating activities 24 251,704 (241 438)
Returns on investments and servicing of finance 25 (51,314) {61 279)
Taxation {24,252 {33 881)
Capital expenditure and financial investment 25 (36,045) (43,130
Acquisitions and disposals 25 - {11 140)
Dwvidend paid 8 (1,135) 451%)
Net cash inflow/(outflow) befare financing 120,954 (395 385)
Issue of ordinary share caprtal 17,18 87 474
Net {reduced)/new debt 26 {367,892} 312,451
Increase of net overdrafts 26 {227 .951) (82 480}
w2 2014
Consolidated statement of total recognised gains and losses Notes £'000 £ 000
{Loss)/profit attributable to shareholders for the financial year {46,256) 21,714
Currency translation differences 18 {9,790} (16 738}
Actuarlal loss relating to pension schemes 18 23 (620) {1174)
Deferrad tax on actuarial [oss relatng to pension schemes 18 {83 333
Total recognised (Josses)/gains relating to the year {56,759) 4135
Consolldated reconciliation of in sharehalders’ funds Nerterg gg’o: ezgz;;
Cpening shareholders funds 18 241,950 241 860
(Loss)\profit attnbutable ta sharehofders for the finanwal year (48,256) 21714
Dividend 7,18 {1,135) (4.519)
Retained (loss)/prefit for the year (47,39) 17 195
Charge an grant of share options 19 68 (98)
Shares 1ssued n the year 18 87 474
Other recognised losses iy the year i8 {10,571) (17 481)
Net [redustion¥addition to sharehakders' funds (57,807) x
Closing shareholders funds 184,143 241 950




Notes to the financial statements

1 Accounting policles
The principal accounting policles are summarised below They have all been consistently applied
throughout the current and preceding year

Basis of preparsation

Tha financial statements have been prepared under the historical cost convention modified to
includle the revaluation of certain investments and share-based payments and in accordance with
the Companies Act 2008 applicable English law and Urited Kingdom accounting standards

Qoing concern basly

Stemcor finances its operations through a cembination of funds supphed by shareholders and
funds supplied by financial Insttutions Of the funds supplied by financial institutions funds sourced
from commilited facilities play an important part Facilties amounting to £1 25bn 33% of the total
are committed with expiry dates ranging from May 2013 to May 2014 The Group has covenants
governing these facilities which If breached wodd make the facilites uncornmitted and repayable
ondemand Further details of the covenants are detailed in Note 15

The Group Is currently in the process of extending its one year RCF which exqures in May 2013 and
its threa year RCF which expires in May 2014 As at the date of this report, the extensions have credit
approved commitments from the five Mandated Lead Ammangers 1o partcipate at erther the same level
or at a higher lavel than their original commstment. The launch presentathon took place on 13 March
and since ther further credit approved commitments have been raceived from a number of relattonship
banks. The level of renewal will possibly be lower than the exdsting facility which is consistent wath the
Group's plan to reduce the kevel of Group debt. The renewal process ts expected to conclude on

18 Aprll Based on progress to date the directors are confident that sufficient funds will be raised via
renewal of the RCF expiring in May 2013 to meet the Group's ongomg funding needs

Tha dinsctors consider that there are two key challenges to the Group s covenants At year end the
Group is clase to the imit of its total net worth v indebitedness {gearing) covenant. in addition, any
amount of the three year RCF that is not extended will by increasing llabilites fafing due within one
year reduce the headroom the Group currently has in its minimum working capstal covenant

To avoid covenant breaches, the Group has successfully taken steps to reduce debt since the year
end Following the strategic review of trading operations the strategy has refocused on lower
volumes of higher quaiity and taking less risk. in the first two months of 2013 net cash collection
has been positive and this has driven down our gearing rato. Debt 1s also being restructured to
align the assets financed with either transactionally secured bormowings or debt of a more
appropriate matwity date Matching the matunty date of debt, with the life of the assets that thase
bormwangs finance will increase haatirom m the workung capital covenant. These steps will
centinue to further improve the Group 3 compliance with covenants.

Stermcor Holdings Limited
2012 Report & Accounts

“The directors have modelied a range of scenarios ta test the Qroup's ability to meet therr financial
covenants The key assurptions that the models are sensitive to ane movements in urut margin and
debt maturity In the opinion af the directors tha range of reasonably foresseable scenarios
modelied, the mitigating actions adopted and tha results of the first two months of the year have
confirmed that events that would cause a breach of a covenam are unlikely The directorg have
therafore concluded that the Greup has sufficlent financial resources to continue In aperational
exstence for the foreseeable future

Basad on the diractors axpectation of renawing the RCF at a sufficient level and mantaining
covenant compliance the financial statements have been prepared on a going concem basis The
financial statements do not include the adjustments that would be required if the Group was unable
to continue as a going concem

Basis of consolidstion
Tne Group financial statements consclidate the financial staterments of the Company and s
subsidlary undertakings drawn up to 31 December each year

Where subsidiary undertakings are acquired or disposed of dunng the year, the Group profit and
loss account includes their resuits only for the part of the year from or to the date on which control Is
passed Acquisitions have been acoounted for under the acquisition method

Turnover

Turnover represents the invoiced amount of goods sold and services provided to third parties net of
value added tax and trade discounts. Turnover arising from the sale of steel and steel-making raw
matenals is recogrised wher tha risks and rewands of ownership have substantially passed to

the customer

Tumover on services provided ks recognised when senvices to customers are compiated and invoiced

Tumnover and prefit on lorkg-term contracts is recognised in accordance with the underlying
contracts and the vaive of work performed 1o date a3 a proportion of the total contract vadue As
with trading transactions, any foreseeable loss is recognised 23 soon as it ¢an reliably be estmated

Pensiona

The Group operates several money purchase pension schemes, Including the “Stemcor Group
Retirement Scheme™ which are defined contribution schemas Contributions to these deflned
contnbution schemas are chargad 1o the profit and loss account as they are payable
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Notes to the financial statements continued

1 Accounting policles contnued

The Group also cperates three defined benefit pension schemes The assets of the defined benefit
schemes are held separately from those of the Group  Pension schemes® assets are recorded at
market vadua Pension schemes' fabilites are measured using a projected Lrut methed and
digcounted at the current rate of return on a high quallty corporata bond of equivalent term and
currency to the Fability The persion scheme surplus to the extent thatt s recoverable or the
deficit Is racognised in full on the batance sheet et of deferred tax Arry cument or past service cost
i3 recognised within operating profit. The net of the expected increase in the present value of the
schemes llabilities, and the Group s long-term expected return onits schemes assets is included
In the profit and loss account as other finance Incorne or expense Any difference arising from
experlence or assumption changes and differences between the expected retum on assets and
thase actually achieved are recognised in the staternent of total recognised gang and losses

Fareign exchangs
The results of subsidiary undertakings that report in foreign currencies are transiated urto Sterfing &t
the year's average rates and therr assets and lablities at the rate of exchange ruting at 31 Decernber

Exchange differences arising on the retransiation of the operung share caprtal ant reserves of such
undertakings are taken to reserves and are reported in the Group's statement of total recognised
gans and losses together with the differences arising when the profit and loss accounts transiated
at average rates are compared with rates rufing at 31 December

Exchange gains or losses on foreign currency borrowings used to finance an equnty investment
denominated in a foreign currency are offset against tha exchange difference ansing on the
retransiation of the nat investment, to the extent that they hedge the Group s investment in
such operations

Derivative financiaf Instrurments

The Group uses derivative financial Instruments to reduce to a minimum the exposuna to foreign
axchange risk and movements oh amounts recetvable and payable in cumencies other than the
functonal curmency of the contracting company

The Group aso uses denvative financial instruments to recuce the pice risk on some contracts
for the purchase or safe of steel and iron ore

The Group does not hold signdicart demvative inancal mstruments for speculative purposes

The Group recognises losses on onemus CONracta as they arise f the contract s profitable
profits are recogresed when the istrument 1s sold or expires

The Group Issues equsty-settied share-based payments to certan employees. Equety-seted
share-based payments are measured at fair vahwe at the date of grant The far value detesmined at
the grant date of the equity-settied share-based payments is expensed on a straight-line basis over
the vesting period, based on the Group s astimate of shares that will eventuafly vest and adjusted for
the effect of non market-based vesting conditions

Falr value s measured by use of the Black-Scholes modet The expected life used In the modsel has
been adusted based on management’s best estmate for the effects of non-transferabilty, exercise
restrictions and behavioural considerations

Bank borrowings

Interest-bearing bank loans are recorded at the proceeds recetved net of direct issue costs
FAnance charges including premiums payabie on settlament or redempton and direct Issue costs
are accounted for on: an accrual basis in the profit and loss account on a straight-line basis

Fixed asset investments
Rxed asset investments are shown at director's valuation including provision for impalmment
where appropnate

Joint verhures and associates

Investments in joint ventures and assoclates am accounted for under the equity method The
consclidated prafit and loss account includes the Group s share of joint verttures  and associates
profits less kosses whife the Group § share of the net assets of the jant vertures and associates
Is shown in the consolidated balance sheet.

Fixed assets and depreclation
Fixed assets are stated at cost less provision for depreciation and any provision for impairment

Interest costs associated with loans used exclusively to fund the construction of assets In the
course of construchon are capitahised

Land and assets in the course of construction am not depreciated

Depreciaton 1s provided to wnte off the cost. less estimated residual values of all tangible fixed
assets over ther expected useful lives

Buildings are depreciated using the straight-line method over periods ranging from 15 to 40 years



1 Accounting policies continued
Plant equdpment and vehicles are depreciated using the strafght-line method at rates ranging
from 4 to 10 years

Miréng rights ansing on mining assets which are cistently being explolted are included within

Stemcor Holdings Limited
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The Group 8 sutject o tax authonty enquiries i a small number of the jurisdictions iy which it

operates. Where thera is a quantifiable probabla exposure a provision is made The calcutation of
the Group's fotal tax charga necessarily involves a degree of judgment and therefore it is possible
that additional tax labillies may arise for the Group In future pencds a3 a result of such enqunes

tangible fixed assets and are stated at cost less ameortisation based on actual and
rates of depletion

Leasehold improvement costs incurrad In the pencd before the Jeased aszet is ready for use are
capitaiised Leasenoid improvernents ane depreciated using the straight-ine rnethod over the
Iife of the lease

Capitalized software cost - for internat use

Costs incurred in the application development stage until the softwars 15 subrstarbally complets are
capitalised and are amortised on a straight-ine basis over the estimated usefud ife of the scftware
typically ranging from 3 to 5 years

Stocks
Stocks are stated at the lower of cost and net realisable vatue Net reallsable value is basad on
astimated selling price less further costs expected to be incurred to completion and disposal

Current asset investments
Curment assst investments are shown at the lower of cost and net realisable vatue

Taxation

Current tax, nchuding UK corporation tax and foreign tax, 18 provided at amounts expected to be
paid {or recoverad) using the tax rates and laws that have been enacted or substantively enacted by
thé balance sheet date

Defamed taxation is provided In full on timing differences that result in an obligation at the balance
sheet date to pay more tax, or a right to pay less tax, at a future date at rates expected to apply
when they crystallise based on curent tax rates and law Timing differences anse from the inclusion
of items of Income and expenditune in taxaton computatons in penods different from those in whuch
they are inctuded in the financial statements Deferred tax a5sets ane recognised to the extent that it
Is regarded as more fikety than not they will be recovered Delerred tax assets and babilites are

0ot Sigtountad

in jes

The Comparty values its investment In subsidizries at their underlying net asset value No provision
has been madea for ary taxation on capital galns that might anse on the disposal of subsidianes at
the amount at which they are statad in the balance sheet,

Lazsed assois
The cost of operating leases 15 charged to the profit and loss account on a straght-hine basis over
the kfe of the lease

Limited recourse finance

The Group has entered into a number of limited recourse finance arangements wherg in some
cases there is no effective recourse io the Group To the extem that there |s recourse to the Group
the amounts of recourse concemed are included In prepayments and bank [oans in the

balance sheet.

Employea Share Ownership Trust
The Empioyea Share Ownerstup Trust is consdlidated

Holkiing Comparny result

As permitted Dy Sechon 408 of the Companies Act 2006 a separate profit and loss account dealing
with the results of the Company has not been presented The loss retained by Stemcor Holdings.
Limited was £6 081 000 (2011 profit £5 324 O00)

8
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Notes to the financial statements continued

2 Segmental analysis

The segmental analysis of tunover by location of the Stemcor Invoicing undertaking and of turncver

by destnation s as follows

4 Loss on ordinary activities bafore taxation
The less (2011 profit) on ordinary actvitles befors taxation is stated after charging/{crediting)

2012 2011
Tumower by location of Stemcor Notrs o Foo0
Kvaleng undertaking Tumnover by Depreclation 10, 24 8,106 7123
oo o el nt Operating leases - land and buidings 6,745 6605
QOperating leases - hire of other items 678 449
UK 1,632,729 2,113 661 343,065 525 851 Remuneration - Emst & Young LLP {2011 DelotteLLP)
Other EU 742,930 954 118 1,015,498 1438573 Audit of the financlal statements 465 542
Aest of Eurcpe 455,092 730,792 325,259 42141 a it of the subsidiaries BSS 1,007
Africa 66,548 75810 560,946 €99287  (Otnher assurance services 7 61
g:‘m ':'“m';”‘::: s:g';’: €73 10_2, m::‘s; gggg; Taxation comphance senices 18 291
i
g Corporate finance services 57 -
Asla 1.360,205 1549 556 1,745,905 2,078,862 Other non-audlt services 21 -
Australasia 184,897 156 493 185,430 162,920  pemuneration — other auditors 690 as2
5,111,599 6 253,537 5,111,598 6253 537 Charge arising on share aptions 17 18 65 o8
Profit on disposal of tangible fixed assats 24 i58) {86)
Fudl segmental information has not been disclosed above as permitted by Statement of Standard ;:ﬂ;m::w:t:::wm cur:er;t a“gt‘:::ﬂ:“m 2 20 (1,322
Accounting Practice No 26 Segmental Reporting In the opinion of the directors such disclosure asset Investment n/write down 14 (129 1544
1 be senously prejudicsal to the interests of the Compary Write down of fixed asset investment 9 7.089 -
3 Net Interest payable and other simllar charges 2012 2011
£000 £ 000 g' Directors
Interest recelvable and similar Income rectors smolumants wer as follows
Bank and shert-term deposits 2,664 4724 2012 2071
Gustomers and suppliers 13,991 13690 £ 200 £ 00
Executive remuneration 2,888 4575
16,955 16,414
Interest payabfe and simifar charges Penslon contributions 548 399
Interest payable on bank and other borrowings repayable within 3434 4974
five years 47,325) {49081}
Interest an loans repayable after more than five years () ~_ The emoluments of the highest paid director were £554,000 Including pension contributions of
{87,229) (49,081)  £30000 (2011 £1 050 000 including pension contributions of £16 Q00 Four direciors are members
Finance charges of associates {319) {317} of the Stemcor Group Retirement Scheme which is a defined contribution scherne (2011 eight}
Net Interest payable and other similar charges 130,693) (30 864) The highest paid director exercised share options during the year

Interest payable and simdar charges are shown net of interest capitalised, which during the year was

£20,881 000 (2011 £22 317,000

During 2011 the Group provided a director with an unsecured loan of £750 000 The loan is
repayable within four years from the date of disbursementt interest accrues on the loan at 4% above
Barclay's base rate As at 31 December 2012 no amounts had been repad
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5 Directors continued
The members of the Boans during the yvear and their interests together with the interests of their Inmediate families In the share capital of the Comparty were as follows.
Ordinary equity shares. Crptiony hekl
31 Decambar 8 My T May 31 Decamnber a1 December 7 May 31 Decemnber
2012 M2 2012 on 2012 2012 2012 M
A D Gppenheimear 84,074,500 93 771825 3750873 3750873 - - - -
M G Broom 937,550 937 550 37 502 37,502 187,500 187 500 7500 7500
G P ECraggs 4,643,750 4 843 750 185 750 185 750 - - - -
G J Donnell 485,000 435 000 17 400 17 400 75,000 125,000 S 000 5000
P M Edmonds 36,113,061 46 661 475 1866 459 1,866 459 - - - -
D M Faktor 8,862,500 8 862 500 354 500 354 500 - - - -
SMGraf 750,000 750000 30 00} 30 900 - - - -
RV G Harvey 575,000 575000 23 000 23,000 500,000 500 000 20000 20 000
C H Heritage 2,250,000 2 250,000 90 000 90 000 - - - -
D J Paul 3,112,500 3112500 124 500 125 000 - - - -
C D Rackar 187,500 187,500 7,500 7,500 - - - -
M G Stock 1,626,250 1526 250 #1050 61050 500,000 500 000 20,000 20 000
J Verden 10,456,225 10458 225 418 249 418 249 - - - -
P S Whitahead 500,050 500 050 20 20002 500,000 500 000 20000 20 000
The Cormpary is controlled by R D Oppenbelmer, the Chairman, and his relatrves In aggregate they have an amterest i 71% (2011 71%) of the issued share capital of the Company
On 8 May 2012 the orcinary shame capital of the Company was spit by a factor of 26
Ori 28 Decombar 2012 D M Faktor rasigned from the Board
G Employees
The total employment costs of 2l employees (Inciuding directors) were as foltows
w2z 2014
Notws 000 £009
Wages and salarias {including profit related bonus) 74,815 82 057
Social security costs 8,977 3,785
Other pensien costs 23 4,749 4399
Share baged paymants 18 20 68 68
88,609 95339
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Notes to the financial statements continued

6 Employees cominued
The average number of empioyees (including directors) dunng the year was as foflows
2012 2m
Numbar Number
Sales and administration staff 1,262 117g
Production and warehousing staff 47 681
2,009 1880
7 Tax on loss on ordinary activitiss P 20m
Nota £ 00 £00¢
UK corporation tax at 24 5% (2011 28 5%) on the results
for the year - 743
Overseas tax 18,617 26,533
Prior year adjustments
UK corparation tax 2 (586}
COverseas tax {238) 1,33¢
Current year tax charge 18,377 28,020
Deferrad tax - origination and reversal of iming differences 13 (1,927 1118}
Total tax on {oss)/profit on ordinary actimtes 16,450 26,902

There s no UK corporation tax payable for the year because cf the significant trading losses

gererated in the year by Stemcor UK.

2012 2011
£'000 £000
Factors affecting the tax charge for the year
{Loss)/profit on ordinary activities betore tax (22,820 £5,203
Tax (credif)/charge at the standard rate of UK corporation tax at
24 5% (2011 26 5%) 5,616) 17279
Effects of
Disallowable expenses and non-taxable iterns 1,114 238
Creationfutilisation) of tax losses In vangus countries 16,331 6217
Differing tax rates on overseas earnings 257 1719
Short-term timing differences 2 1178
Adustments to prior penods {240} 744
Indian dividend distribution tax 2611 are
Other 1,437 431)
Current tax charge for the year 18,376 28 020

64

8 Dividends

2012 2011
€ 000 £ 000

Firal dvidend inrespect of 2013 15p per £1 share (2010 35p per
£1 share) 1,135 2,638
Interim dividend paid 2012 nil per share {2011 25p per £1 share) - 1881
1,135 4,519

The directors do not propose payment of a final dvidend (2011 15p per £1 share)

9 Fixed asset investments

Comparty
shamn
Compary Subsidizry

Group Imvestmants undertakings

£ 000 £ 000 £ 000
At 1 January 2012 6,243 8243 302176
Wnta down of investment t¢ listed market value 7 089) (7,089) -
Addrbons 20 880
Revaluation of investment to net asset value - - (57 925}
At 31 December 2012 1,154 1,154 265 111

The Comparty has provided against the diminution in listed market value for its shares in CMA
Corporation Limited its fixed asset investment in a publicly isted company sn Australia.
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9 Fixed asset Investments continued
The principal subsidiary undertakings joint venture and associate of the Company at 31 Decamber 2012 all of which were included In the censolidated accounts, were as follows

Percentage cof ardinary shares and woling

Gountry of Incorporation Natura of main business rights heid at 31 Dacamber 2012
Aryan Mining & Trading Corporation Pvt Ltd India Iron and manganese mines* 58%
Brahmam River Pellets Ltd Indea Plant under construction* 87 5%
Barclay & Mathieson Ltd Scotlang Steel Merchants 100%
Eurosteel Products Ltd England Steel Merchants 100%
Glokal Meials Pty Lid Australia Steel Merchants® 50%
Kenilworth Steel Co usa Steel Merchants” 100%
OKS Otta Knauf GmbH Germany Stesl Marchants® 100%
Samac Stee] Supphes ple England Steel Merchants 100%
Semi-Produtos de Metais Limitada Portugal Steel Merchants 100%
Servi-chap 99 SL Spain Steel Merchants §7%
Steel Plate & Sectrons Lid England Steel Merchants 100%
Stemeor GmbH Germany Steal Merchants® 100%
Stemcor Australia Australia Internatlonal traders* 100%
Stemaor AG Switzerand International traders 100%
Stemgcor Flachstahl GmbH Germany Steel Merchants® 100%
Stemcor France SAS France Steel Merchants 100%
Stemeer India Pte Ltd India International traders” 100%
Stamcor Italia SRL Haly Steel Merchants® 100%
Stemcor MESA DMCC Dubal international traders 100%
Stemeor SEA Pie Lig Singapore International traders” 100%
Stemcer South Africa Pty Lid South Afnca International traders* 100%
Stemcor Special Steels Ltd England Steel Merchants 100%
Stemcor Special Steels LLC usa Steel Merchants 100%
Stemcor Trade Finance Ltd England Financial Services” 100%
Stemegor UK Lid England Internaticnal traders 100%
Stemecor USA Inc USA International traders 100%
Uldry Trading SA Switzertand Intermationa) traders” 100%
WSK GrbH Germany Steel Merchants* 100%
Zimmer Staal BVBA Belglum Steel Merchants 100%

Undertakings marked * are held through intermediate holding compearues A full Bst of the Group's comipanies wil be included in the Company's annual retum  No preference shares are held in subrsdary
undertakings. Advantage has been taken of the exempbon under Finanoal Reportng Standand § not to disclose transachons between entiies 80% or more of whose voting rights are controlied withm the Group

There are no matenal transactions with subsidiary undertalings where less than 100% of the voting nghts are controlled

On 29 May 2012, the Group acqured 100% of the issued share capital and management control of the SteefTeam Group and purchased &l of its thid party debts and former shareholder debts for total
consideration of £6 020,000
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Notes to the financial statements continued

10 Tangible fixed aasets

Group Compary
Land b Equpmentand  Asssis incourse  Equprment and
Total buikdings Mnng rights veliches  of construction verucies
£100a £000 £000 £400 £00¢ 600
Cost
At 1 January 2012 317194 55489 25841 54 591 181,273 7469
Addltlons 73,818 10618 707 15,144 47 347 4 285
Disposals (6 849) - - (3 902} (2947) (3 059)
Foreign exchange differencas {13 198) {986) (1302) (1175 {9735 —
At 31 December 2012 370,963 65,121 25246 64,658 215,838 8,685
Accumulated depreciation
At 1 January 2012 45322 11,320 sz 30 590 - 2904
Charge for the year 8106 1867 630 5,609 - 779
Digposals {3 504) - - (3 504} - (2,932}
Foreign exchange diffarances {1 684) {130) (185) {1 360} - -
At 31 December 2012 48,240 13,067 3,047 31,336 - 751
Net book value 31 Docomber 20ri2 322,723 52065 21,388 33,922 215,938 7,944
Net bogk value 31 December 2011 271872 44 169 22429 24 001 181273 4 565

Assets in the course of construction Inciude £70 158 000 (2011 £48,177 000) of iInterest capitalised the average capitalisation rate used was 8 93% |
Land and buiktings at net book value include £40 591 D00 (2011 £38 261 000) of freehold propertles and £11,368 D00 (2011 £5 302 000) of leasehold properties

11 Stocks

2012 2011

000 £000

Finished goods and goods for resale 634,708 B84 528
12 Debtors Group Group Company Company
22 2011 2012 201

000 €000 £ 000 £000

Trade debtors (net of non-returnable proceads} 967,855 996 579 - -
Amounts owed by subsidiary undertalungs - - 25,601 40 708
Taxation recoverable 5473 2748 2431 3808
Other debtors 124,21 134 892 219 2042
Prgpayments and accrued income 224,000 346 688 2100
121,79 1480 08 31,165 48,456




12 Debtors cortinued
Analyss of trade debtors.
Groap Group
2012 2011
£000 £ 600
Trade debtors under letters of cradit 127,598 98 053
Trade debtors covered by credit insurance and bank guarantess
subgect to discounting arrangements 141,936 69,380
Less non-returnable amounts raceved (3,940) (B 104)
137,996 63276
Trade debtors covered by creditinsurance and bank guarantees
not subject to digcounting arrgngements 278,764 475 897
Other trade debtors — the larger part is secured by guarantees
deposits and other forms of security 323497 358,348

867,855 996 579

Non-returnable proceads represent cash received under discount arrangements for certain Insurad
dabts which, under the terms of the discounting arrangements is not retumable The cash received
under these arrangements which is under certain circumstances, retumable, i3 shown within kans
and overdrafts due within one year

Included in prepayments and accrued Income of the Group is £17 212 000 (2011 £22 463 000} of
advances payments to supphers whach s dua i rore than one year

included in other debtors of the Group is £18,522 000 (2611 £21 883 000) of debtors due after
more than one year

13 Detferred tax

2012 01

L1000 £000
At 1 January 2012 3,324 2,415
Credit to the profit and loss account 1,927 1118
Exchange differences {45) 131
Qther 1,268 {340
At 31 Decamber 2012 6,474 3324

Stamcor Holkdings Limited
2012 Report & Accounts
Deferred tod rs provided as follows
212 2011
L 000 £000
Fixed asset timing differences (601) ©10)
Tax losses 5,348 1,530
Other tming differences 1,727 2704
Total deferred tax asset recognised 6,474 3,324

The deferred tax 13 inchuded withun other debtors in note 122

The abaove net deferred tax asset has been recogmsed as, In the directors opinion, it is more Ekely
than not that sufficient sutable profits (based on forecasts and histoncal performance) wall be
generated in the foreseeable future aganst which to recover the assets.

The Group has not recognised deferred tax assets on tax losses of £3687 110 000 {2011 £106 700 000)
under Financial Reportng Standard 19 as thera Is unceriainty as to whether there will be suitable
profits in the rear futun against which to offset them Further deferred tax assats In relation to intevest
payments of £20,100 000 (2011 £17 000 009 have not been recognised for the same reason.

There ars no material defermed tax assets or Eabiltes i Stemcor Holdings Lid at a compary only
level Thera is no binding contract in place to sedl any of Stemcor Holding Lid's revalued assets and
there 15 unEkely to be a deferred tax Eabdity in respect of these assets dua to avallable tax
exemphons

14 Current asset investments 2012 201

£000 £000
At 1 January 2012 4225 9 568
Addions - 1,310
Disposals T 2772
Foreign exchanga differences (199) 2337
Reversal of write down/{write down) of valve of current
asset investments 126 [1,544)
At 31 December 2012 4,075 4225

All current asset nvestments are hsted

The aggregate market value of these rvestments was £4,968,000 as at 31 December 2042
(2011 £4 225 000)
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Notes to the financial statements continued

15 Creditors amounts falling due within one year

Of the short-term and long-term bank loans £608 275 000 {2011 £672 000 000) and £137 764,000
(2011 £136 000 000} respectively, related to the Revolving Credit Facility (RCF) The interest margin

oo Sont b4 oo onthe RGF 13 2 25% to 2 75% above 3 month LIBOR Other borrowings are mostly at margins
£ 000 £000 000 £000  between 100% and 1 75% above 3 month LIBOR
Overdrafts and short-term borrowings 993,703 793 166 6,552 -
Bank loans 361,200 810 427 - - Included within other creditors 1s £8,836,000 (2011 £8 300 0C0) of creditors due :n more than
Trade creditors 263,963 198 465 218 2104 fiveyears
Amounts owed to subsidiary
undertakings - - 111,506 114345 17 Called up share capital, Group and Company 2011
UK and overseas tax payable 14,175 15287 - 188 2012 Restatad
Other creditors 60,076 82 DEB 152 1443 £ 0o £000
Qther taxes and soclal security 2,180 2476 669 830  Authonsed
Accruals and deferred sncome 152,208 224,230 2,289 3154 280 Q0C QB0 ordinary shares of £0 04 each 10,000 10 00
1,867,505 2,126,119 122,045 121864 10,000 10 00C
Allotted, called up and fully paid
Included in overdrafts and bank loans 1s £763 040 000 (2011 £929 898,000) of transactional finance 189 387 225 ordinary shares of £0 04 each {2011 189 272 525) 7,575 7570
secured on steck and debtors and £3 587,000 (2011 £2 041 000) secured on property 7.575 7,570

Both short-term and long-term bank loans are subject to covenants in relation to mimimum tangibls
net worth mumimum wodang capital and maemum andebtedness versus tangible net worth {geanng)

16 Creditors ameounts falling due aftsr more than one year

Grivp Broup

2012 2011

ot £ 000 £000

Bank loans 209,793 245715
Pension liability 23 2,342 3144
QOther creditors 9,344 10379

11,479 258,238

Included in bank loans is £136 592 Q00 (2011 £84 440 000) of debt secured via property

Bark leans are repayable as foflows £381 200 000 (2011 £810 428,000) within one year
£217,903 000 (2011 £6 114 000} between one and two years £79 531 000 (2011 £239 539,000}
between two and five years and £2 306,000 (2071 £nul} after more thar flve years

On 8 May 2012 the ordihary share capital of the Company was split by a factor of 25

Bunng the year 114,400 {2011 1,135 475} ordinary shares of £0 04 each were 1ssued for

considerabon of £88,384 (2011 £474,190)

Dunng 1957 the Company instigated
(h AnlInrland Revenue Approved Share Option Scheme (*the Approved Scheme™)

0 An unapproved Gompany Executve Share Option Scheme (“the Unapproved Scheme™)

The number of ordinary shares under option in each scheme as at 31 December 2012 was

[ Approved Scheme 114,075 (2011 S0,000)
i) Unapproved Scheme 2,853 290 (2011 2,837 500)



17 Cafled up share capital, Group and Company cortinued

The options wera granted at the following exercise pnces

() Approved Scheme £0 80 {exercise penod 1 July 2011 to 1 July 2014) £0 80 (exercise penod
26 September 2071 to 26 September 2014) B0 76 (exercise period 11 September 2016 to
11 Septernber 2079 £0 B8 (exercise period 12 Apnl 2016 to 12 Apnl 2019) and £1 00 {exercise
penod 18 January 2015 to 8 January 2018) per ordinary share

(i} Unapproved Scheme £0 40 (exercise penod 1 December 200% to 24 April 2016) £0 56 {exercise
period 25 February 2012 to 25 February 2015) ED 76 (exercise period 11 September 2016 to
11 September 2019}, £0 80 (exercise period 4 June 2011 to 1 June 2014) £0 B0 (exercise peried
2 July 2013 to 2 July 2016} arxd 21 00 (exercise penod 15 June 2016 to 15 June 2018) per
ordinary share

Analysis of share options
Restated options Ogtiom outstanding «1
outstandingat  Options grantad wotreiaed lagrsed ¥ Ducember
1 January 2012 in the year In the year In the year 2012
Approved at 20 76 - 39473 - - 39,473
Approvad at £0 80 50 000 - - - 50,000
Approved at £0 88 - 34075 - - 34,075
Approved at £1 00 - 30 000 - - 30,000
Unapproved at £0 40 687,500 - - - 687,500
Unapproved at £0 56 1,000,000 - - - 1,000,000
Unapproved at EC 76 - 85 790 - - 65,790
tUnapproved at £ 80 875 00 - {50 000) - 825,000
Unapprovad at £1 00 375,000 - - - 375,000
2,987,500 169 338 (50 000) - 3,108,838

Weighted average

exercise price 065 083 080 - 0.66

There were 2 062,500 (2011 1,112 500) optons exercisable at 37 December 2012

Sterncor Hoklings Limited
2012 Report & Accounts

The options outstanding 2t 31 Decermnber 2012 had exercise pnces in the range of £040to £1 00
and a weighted average contractual ife of three years and four months

The total expense recogrised in 2012 in connecton with Financial Reporting Standard 20 was
£68 000 (2011 £98 000) and the total carying amount at 31 December 2012 was £1 316 000 (2011
£1 248 000) which is included in profit and loss reserves in the balance sheet.

The inputs into the Black-Scholes model, used to caleulate the far value of the aptions granted
are a3 follows.

2012 2011
Weighted average share pnce (€ 15 18
Weighted average exercise pnce {€) 18 18
Expected volatility (3%} 30 40
‘Weighted average expected |ife (years} 5 5
Weighted average nsk-free rate () 1 1
Expected dividend ylelds (%) 1 3

Expected volatfity was deterrmined by calcuiating the histoncal volatility of the Group's share pnce
over the previous ten years

‘The expected iife used in the model has been adjusted based on management s best estimate to
reflact the effects of non-transferability exerclse restrictions and behavioural considerations
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Notes to the financial statements continued

18 Group reserves

Share
Cibed-up prackan Profitand  Shareholders
shiuw capital acoourt Toss account funds.
£000 £000 £'000 £ 000
At 1 January 2012 7570 8776 225 604 241 950
Shares i3sued in the year 5 82 - 87
Currency translation diferances - - {9 790) {9 790}
Actuarial loss relating to penslon schemes - - 820) (620}
Deferrad tax on actuarial logs relating to pension schemes - - 83 {93}
Loss for the financial year - - {46 256) (46 256}
Dnidend - - {1135 {1,135}
At 31 December 2012 1575 8,858 167,710 184,143
19 Company reserves Snare
Cabad-up premium Ravaluation Other Profit and ‘Sharsholders
shara capited reyerva resare loss accoont: funds.
£008 £000 £000 £000 £ 000 £°000
At 1 January 2012 7570 8776 167,047 633 57924 241 950
Shares issued In the year 5 az - - - 87
Revaluation of shares in subsidianes - - {57 825) 7189 - (50,736}
Movemant on grant of share options - - - -] - 68
Loss for the financial year - - - - 6 087) {6 091}
Dividand pald - - - - {1135 {1135}
AL31 December 2012 1575 8858 108,122 7850 50,698 184,143
20 Minarity interests £ 000
At 1January 2012 30947
Profit on ordinary actwities after tax 6 886
Change of gwnership 3089
Payment to minority {8 239)
Foreign exchange differences {1,791}
At 31 December 2012 30,892




21 Group financial commitments
Annual commitrments under non-cancellable operating leases for land and bunldings are as follows

Stemncor Holdings Limited
2012 Report & Accountts

Zurich Insurance Group and provides benefits in line with mandatory Swiss requirements. The UK
scheme 15 a funded scheme and has been chosed to new entrants since 2005 The German scheme
15 an unfunded scheme

2012 2m
£'000 £800
Gperating lezses which expire The amoumts recogrised in the balance sheet are as lollows
Withuin one year 2,095 1,047 2012 2011
In the second to fifth year inclusive 3,963 2094 £o00 £060
After five years 142 266 Prasent value of schemes habilities {20,735) {12 806)
6,200 5407 Fair value of schemes' assets 18,032 16,208
Deficit 2,703} {3 598)
Stemcor Heldings Limited had commitments under operating leasss of £nd at 31 Dacember 2012 eiated deferred tax asset 351 454
(2011 £481 000} Net pension liability {2,342 {3 144)
22 Contingent assets and liabiitles The amount ed in the Group profit and loss account are as follows
At 31 December 2012 the Group had no material contngent liabilites except as disclosed below Bmounts recogrised In the Kroup sa @
Stemcor Holdings Limitad has entered into guarantees in respect of the bank facilties of subsidiary 2012 glzg;;
undertakings, and has guaranteed certain other llabiiites of subsidiary undertakings Through its
control of the Group the Company has sufficient resources to meet these guarantses The existence  Current service cast 607 1018
of such guarantees has been considered in assessing the going concem of the Group as set out in Operating costs &07 1018
the Accounting Policies on pages 59 to 61 These guarantees have no financial effect on the Group  gxpected retum on assets (796} @51)
Interest on Labilities 762 872
23 Pensions f e e
The principal pension arrangsments in the Group are defined contribution schemas and other nancing cost B4 (119
money purchase schemes, tha assets of which are held separately from those of the Group In Total profit and loss account cost 513 899

independentty adrmurkstered funds The costs were charged to the profit and loss account as
incurmed Thera were Mo outstanding cortnbutions or prepaid contnbubions at erther the baginning oe
end of the financlal year

2012 201

£'000 2000

Defined contribution scheme 2,682 2332
Other monay purchase schames 1,260 1048
4,142 3381

In addition the Group operates three defined benefit schemes one in Swizertand one in Garmany
and one in the UK. The Group has accounted for the associated costs in accordance with Financial
Aeporting Standard 17 "Ratirament Benefits” The Swiss schema is a funded scheme operated by

The amounts recognised In the Group staternent of total recognised gans and losses am as follows.

2012 2011

£°000 £000
Astuanal gains/losses) on schemes assets 1,231 (1282
Experience {losses)V/pains on the schemes labiities {1,851) 108
Total gains and losses {620} (1174

The cumulative amount of net actuarial losses recognised in the consclidated statement of tatal
recogrused gains and kosses since the adophon of Financial Reporting Standard 17 1s £3,367,000
loss (2011 £2 159 000 loss)

n
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23 Penslons continuec
The principal actuanal assumptions used at the balance sheet date were as follows
202 2011
UK Bwiss German ux Swizy German
wxheme acherme scharme acheme schema cheme
Rate of salary increass na 1.50% 200% 300% 1 50% 200%
Rate of increase of pensions in payment 2.90% 010% 200% 280% 0.30% 200%
Discount rate 4.35% 2.00% 3.70% 470% 250% 490%
Expectad rate of return on schames’ assats na 0.00% nfa 657% 296% na
Inflztion assumption 2.00% 1.00% nfa 2 80% 100% 200%

The discount rates are determined by reference to the market yields on AA rated corporate bonds The overall expected rata of return is calculated by weighting the indrvidual returns expected from each

asset class (ses below) in accordance with the actual asset balance In the schemes investment portfolios

The mortality assumptions adopted for the UK schems are denved from PA 92 actuarial tables with medium cohort, published by the Institute of Actuares, projected forward and where appropriats,

adjusted to take account of the UK scheme's actual experience The resulting range of bfe expectancies in the UK scheme i as folkows current pensioners B7 years future pensioners 88 years

Assumptions in respect of the Swiss and German schernes are sét in accordance with advica from local actuaries

Changes in presert value of defined benefit schemes’ iabilibes

2012 2011

£000 £000
At t January 19,806 18,574
Foreign exchange differsnces 1,973 193
Current service cost o7 1018
Interest on liabllites 762 873
Contnbutions by employees 456 595
Net benefits paid out (3T {1 555)
Actuarial {lossy'gan {1,85%) 108
Settlemants (844) -
At 31 December 20,736 19,806




23 Penslons continved

The liapilities of the unfunded German scheme included above are £660,000 (2011 £634 000)

Amourts for the current and pravious four years ere as follows

Stameor Holdings Limited
20112 Report & Accounts

2012 2611 2010 2008 2008
£:000 £.000 2000 £ 000 £:000
Changas in fair vaiue of defined benefit schemes' assets Fair value of schemes
2012 2641 assets 18,032 16,208 16 796 14739 11 836
£900 £ 000 Prasent value of
At 1 January 16,208 16 796 schemes’ liabilities (20,735) {19.806) (18,579) (17,288) 14,877
Foreign exchange differences 41 {105) Deficit befora deferred
Expected retum on assets 796 291 t 508 1,77 54 841
Contributions by employer 459 765 1ax asse 2.103) @598 0.778) 2,549 een
Contributions by employees 4856 595 Experience
Benafits pald out (434 {1552) adjustments on the
Astuarial gainfloss) 1,231 {1,282) schemes' liabliities {1.851) 108 an {1149 (222
Setllements {218) - Experence
adjustments on the
At31 December 18,030 16208 hemes’ assets 120 {1 282) 1,171 1546 {1 238
Actual retum on schemes assets 558 n7
24 R lkation of operating profit to operating cash flows 2012 20m
The Group has made prepald penslon contributions of £321 000 (2011 £32t 000} in respect of the Nates 00 000
defined beneft pension schemes Operating prof 7381 5 705
The fair vatue of the schermes’ assels and the expected rates of netum as at 31 Decernber Depr bl f and mp charges in respect of 10 8106 7123
were as follows tangible fixed assets '
Revaluation of current asset Invesiments 14 (126) 1544
2012 2011 Profit on sale of current asset investment 4 {20 {1 322)
Expectsd rate Expctad raw of Write down of fixed asset investmant 9 7,089 -
ofretun  Markriyehoe mum Midatake  Sundry non-cash movements 553 (26)
Excess purchase consideration written off - 531
Equities 5.58% 9410 6.26% 9170 eharge on grant of share options 19 98
Corporats bonds 3.39% 6,641 365% 5536  profit on sale of tangible fixed assets 4 {58) (86}
Property 4.00% 400 375% 384 pacreasef(increase) in stocks 10,135 (239 520
Cash A58% 1,581 3 30% 1138 D i ) In debtors 210,123 (91 484)
At 3t December 18,002 16,208  Increase/{decraase) in creditors 8,453 {14018}
Nat cash inflow/{outflow) from operating activities 251,704 (241 436}

The expected rates of mturn above are the weighted average of the rates for each scheme

The schemes assets include nerther tha Group s own debt ner property occupied by the Group nar

other assets used by tha Group

The Group expects to ¢ontribute approximately £341 000 to its defined benefit schemes in 2013

(2012 £736,0000

73
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25 Analysls of cash flows for headings netted In the cash flow staternent

012 2011
£'000 £000
Returns on Investments and servicing of finance
Interest recerved 17,114 17941
Interest paid (70,189) (ro 923
Net paymants to minoritles {8,239) {8 207}
Net cash cutflow for returns on investments and servicing
of finance (61,314) (61,279
Capltal diture and fir lal invest
Payments to acquire tangible fixed assets 135,729 (39 056}
Payments to acquire fixed asset investments {n (8 243}
Procseds from sale of tangible fixed assets 628 1,392
Payments to acquire current assat investments - {1310
Proceads from disposal of current asset investments 59 4,087
Net cash outflow for ita) diture and fl tal b n (35,049 (43130
Acquisitions and disposals
Payments to acquire subsldiary undertakings - (14 440
Net debt acquired with subsidiary undartakings - 3 300
Net cash putflow trom isitions and disposal - {11,140}
26 Anzlysis and reconclilation of net debt a1 Foreign Atst
January axchange Decembaer
2012 Cash flow movemant oMz
£000 £00 000 £000
Cash at bank and 1 hand 224 282 (11,397 (7 561) 205,324
Overdrafts and short-term
bormewings* {793 166) (216 554) 18021 {993,699)
Nat overdrafta {568 884) (227 951} 8480 {788,375)
Bank loans due within one year {810427) 417 473 11754 {383,200
Bark loany: due after more than one year {245 715) (59 481) 5403 {209,793)
Total bank loans {1056 142) 357 992 17 157 {680,993}
Net debt {1625 026) 130041 25617 (1,469,368)

Cash at bank and n hand ncludes £13 605,000 (2011 £10 834 000) of cash depesited with a Bank
which is not withcrawable untll the beneficiation and pefletisation plants of BRPL become operahonal

& s rviate to
T4

2012 2011
£'000 £ 000
Net new debt Int the year {227,951) {82 460)
Change in net debt rasulting from cash flows {227,951} {82 480)
Translation difference 25617 39 569
Debt acguired with subsidiaries - (19,454)
Net new dabt 357,992 (312 451)
Increase in net debt for the year 155,658 (374 756)
Net debt at 1 January (1,625,026) {1250 230)
Net debt at 31 December (1,469,368 {1 625 026)
27 Dertvatives net included ot falr value
The Group has dervatives which ara not inckided at falr value in the accounts
Prircipal Far value

012 2011 7012 2041

oo £ oo 000 £000
Forward foreign exchange contracts {40,081) {99 447 671 4189
Commodity futures contracts 4,361 {1953 115 110
Swap contracts - iron ore 365 875 4 434
Swap contracts - steel 20,069 24 497 326 3706

Tha nature and extent of the dertvatives used by the Group are discussed in the Accounting

Polities note

28 Post balance theet events

On B8 March 2013 the Group requested z 3684 day extension of the existing 384 day USD850 milion
Revohng Credit Faciity supporting s general worlkeng capaial requerements

©On B March 2013 the Group requested a 1 year extension of the existing 3 year USD227 5 million
Revoiving Cradit Faality wiich would extend the matunty date from May 2014 to May 2015
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