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HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010
REPORT OF THE DIRECTORS

The Directors hereby submut their Report and the accounts for the year ended 31 December
2010

Principal activities

The principal activity of the Company 1s the provision of rental, finance lease and contract hire
services across a range of industries During the year the Company continued to write new
business and manage the leasing transactions underwritten 1n previous years

Business and performance review

The Company has had a highly successful 2010 and the Directors are expecting the right-sizing
work done 1n the last few years will lead to a future with healthy and growing profits and return
on assets

In 2010 the Company has turned around the large losses before tax of £18,976,000 1n 2009 to
an almost break even position 1n 2010 with a loss before tax of yust £301,000

Due to the nght sizing of the short term rental fleet, the Company has experienced a vast
improvement 1n our short term rental on-hires and utihisation This, coupled with the increasing
number of trucks on contract, the writing of trailer contracts to fair market value and a reduced
presence in the rental trailer market has lead to an increased return on operating lease assets

There has been a reduction 1n total asset value to £190,761,000 (2009 £238,807,000) This has
lead to lower hhabilities and therefore lower interest costs The assets sold have contributed
profits reflecting the prudent residual values being applied to own risk assets

There has been a continued focus on costs during the year and there has been a significant fall
1n total operating costs and administrative expenses from 2009 Administrative expenses fell by
17%

The work done over the last few years has put Hill Hire 1n a strong position to take advantage
of the opportunities in the market 1n 2011 and beyond and grow our profits and our return on
assets

Results and dividends

The results for the year are shown mn the Statement of Comprehensive Income on page 8. The
Directors do not recommend the payment of a dividend (2009 £nil)




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010
REPORT OF THE DIRECTORS
Key performance indicators (‘KPIs’)

The key revenue indicators can be seen below

2010 2009
Contract Truck numbers at end of year 2,159 1,983
Short term truck average on hires for year 1,584 1,485
Short term truck average utilisation for year 86% 67%
Short term trailer average utilisation for year 81% 61%

Also, at each monthly business meeting the Directors review management accounts and
consider performance measures {o assess year on year business results

These show performance against revenue, productivity, cost, cash and other bustness targets
The key measures include spot/contract revenue versus budget, spot on hires and rates, new
contracts signed and existing contracts re-signed, truck and trailer maintenance costs per vehicle
and the percentage of fleet that 1s available to rent These performance measures are also used at
individual rental depot level

Employees

There has also been a continued push to communicate better with employees and share business
performance wherever possible As well as the three newsletters per annum, there are now bi-
monthly reports sent to all staff from the Managing Director and monthly reports from the
Operations Director The Company has conducted a survey of all employees to take account of
their views Various commutiees have been set up from this and these surveys will continue to
be conducted annually One-to-one meetings with employees take place both informally and
formally on a monthly basis where information and views can be exchanged and objectives set
which will enable the employee to contribute towards the Company’s strategic aims

Our uitimate parent company, Lloyds Banking Group plc, belongs to the major employer
groups campaigmng for equality of opportunity for all members including the Employers’
Forum on Disability, Employers’ Forum on Age and Stonewall The Group 1s also represented
on the Board for Race Opportunity and the Equal Opportunities Commussion The Group’s
involvement with these organisations enables the 1dentification and implementation of best
practice for staff

Future developments

The Company remains commutted to the business of leasing and renting assets to third parties
and will write new business in future

Principal risks and uncertainties

The principal risks and uncertainties faced by the company are managed within the framework
established across Lloyds Banking Group These risks are discussed and minuted 1n monthly
nisk meetings and supplementary qualitative and quantitative information 1s provided in note 21
to the financial statements




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010
REPORT OF THE DIRECTORS
Going concern

As set out 1n the Basis of Preparation section (note 1) of the Notes to the Accounts, the
Directors are satisfied that the company has adequate resources 1o continue 1n business for the
foreseeable future and consequently the going concern basis continues to be appropriate 1n
preparing the accounts

Directors
The Directors of the Company during the year to 31 December 2010 were

A Mitchell

A Fairbotham

D Barlow

JF Rice

J Holme

IJM Mormssey (resigned 31 August 2010)
N Stead (appointed 1 September 2010)

Supplier Payment Policy

It 1s the Company’s policy that payments made to suppliers are made in accordance with those
terms and conditions agreed between the two parties The average number of days credit taken
at 31 December 2010 was 39 days (2009 40 days)

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year
Under that law the directors have prepared the financial statements in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Union Under
company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the company and of the profit or loss
of the company for that period In preparing these financial statements, the directors are
required to

select suitable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,

» state whether applicable International Financial Reporting Standards (IFRSs) as adopted
by the European Union have been followed, subject to any material departures disclosed
and explained 1n the financial statements, and

+ prepare the financial statements on the going concern basis unless 1t 1s tnappropriate to
presume that the company will continue 1n business




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010
REPORT OF THE DIRECTORS
Statement of directors’ responsibilities (continued)

The directors are responsible for keeping adequate accounting records that are sufficient to
show and explain the company’s transactions and disclose with reasonable accuracy at any time
the financial position of the company and enable them to ensure that the financial statements
comply with the Companies Act 2006 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and
other rregulanties

In accordance with Section 418 of Companies Act 2006, 1n the case of each director 1n office at
the date the directors’ report 1s approved, 1t 1s confirmed that

(a) so far as the director 1s aware, there 1s no relevant audit information of which the
company’s auditors are unaware, and

(b) he/she has taken all the steps that he/she ought to have taken as a director in order to
make himself/herself aware of any relevant audit information and to establish that the
company’s auditors are aware of that information

On behalf of the Board
RN
A ] Mitchell
Director
Charterhall House
Charterhall Dnive
CHESTER
CHS88 3AN




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF HILL HIRE PLC

We have audited the financial statements of Hill Hire pic for the year ended 31 December 2010
which comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement of
Cash Flows, the Statement of Changes 1n Equity, the Accounting Policies and the related notes
The financial reporting framework that has been applied 1n their preparation 1s applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the European Union.

Respective responsibilities of directors and auditors

As explained more fully 1n the Directors’ Responsibilities Statement (set out on page 5), the
directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view Qur responsibility 1s to audit and express an opinion on the
financial statements 1n accordance with applicable law and International Standards on Auditing
(UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s
Ethical Standards for Auditors

Thus report, including the opinions, has been prepared for and only for the company’s members
as a bedy 1n accordance with Chapter 3 of Part 16 of the Compames Act 2006 and for no other
purpose We do not, 1n giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report 1s shown or into whose hands 1t may come
save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial
statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error This includes an assessment of
whether the accounting policies are appropriate to the company’s circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the directors, and the overall presentation of the financial statements

Opinion on financial statements
In our opinion the financial statements

e give atrue and fair view of the state of the Company’s affairs as at 31 December 2010 and
of 1ts loss and cash flows for the year then ended,

e have been properly prepared in accordance with IFRSs as adopted by the European Union,
and

e have been prepared 1n accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors”™ Report for the financial year for which
the financial statements are prepared 1s consistent with the financial statements




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF HILL HIRE PLC
Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006

requires us to report to you if, 1n our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not
been recerved from branches not visited by us, or

o the financial statements are not 1n agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not recerved all the information and explanations we require for our audit

M o O

Mark Elhs (Semor Statutory Auditor)

for and on behalf of PnicewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Cardiff

lcr“\ AAT D o\




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

STATEMENT OF COMPREHENSIVE INCOME

Note 2010 2009

Reclassified

£°000 £°000

Operating lease income 2 113,727 115,607
Operating lease costs 3 (53,900) (35,300)
Depreciation (45,533) (57,850)
Gross profit 14,294 2,457
Interest income 3212 3,829
Interest expense and similar charges 4 (6,234) (8,808)
Net interest expense (3,022) (4,979)
Other operating income 270 20
Other operating expenses (677) (888)
Impairment of operating lease assets 292 (1,741)
Admnistrative expenses 5 (11,458) (13,845
Loss before taxation (301) (18,976)
Income tax {charge)/credit 8 (14,707) 5,534
Loss after tax, being total comprehensive (15,008) (13,442)

expense

The notes on pages 12 to 31 form part of the financial statements

There are no recognised gains or losses other than those shown 1n the income statement




HILL HIRE PLC

AS AT 31 DECEMBER 2010

BALANCE SHEET
Note

2010 2009
Reclassified
£°000 £°000

Assets
Property, plant and equipment 9 144,390 171,331
Finance lease receivables 10 17,618 21,305
Deferred tax assets 11 - 15,774
Total Non-Current Assets 162,008 208,410
Cash and cash equivalents 16 1,266 1,468
Finance lease receivables 10 8,057 10,056
Inventory 12 2,028 1,853
Amounts due from group undertakings 19 1,430 985
Other current assets 13 15,972 16,035
Total Current Assets 28,753 30,397
Total Assets 190,761 238,807

Liabilities

Amounts due to group undertakings 18 82,882 69,967
Deferred tax hability 11 5,360 -
Other habilities 14 1,550 2,451
Total Non-Current Liabilities 89,792 72,418
Amounts due to group undertakings 18 68,327 115,476
Current tax liability 4,243 8,424
Other habihities 14 17,001 16,083
Total Current Liabilitics 89,571 139,983
Total Liabilities 179,363 212,401

Equity
Issued capital 17 3,096 3,096
Share premium 17 9,695 9,695
Retamned Earnings 17 (1,393) 13,615
Total Equity 11,398 26,406
Total Equity and Liabilities 190,761 238,807

The financial statements on pages 8 to 31 were approved by the Board of Directors on 14
March 2011 and signed on 1ts behalf by

&qm
A J Matchell
Director




At 31 December
2008

Loss for the year
Capital injection

At 31 December
2009
Loss for the year

At 31 December
2010

HILL HIRE PLC

AS AT 31 DECEMBER 2010

STATEMENT OF CHANGES IN EQUITY

Share Share Retained Total
capital premium earnings

£°000 £000 £°000 £000

3,096 9,695 (37,943) (25,152)

- - (13,442) (13,442)

65,000 65,000

3,096 9,695 13,615 26,406

- - (15,008) (15,008)

3,096 9,695 (1,393) 11,398

10




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

STATEMENT OF CASH FLOWS

Note
2010 2009
£000 £000
Cash flows from operating activities
Loss before taxation (301) (18,976)
Adjustments for
Interest expense 4 6,234 8,808
Impairment 9 (292) 1,741
Depreciation 9 46,275 58,752
Movement 1n debtors 5,742 20,161
Movement 1n creditors 17 (8,382)
Movement 1n inventory a7s) 196
Profit on sale of property, plant and
equipment 3,148) (2,197)
Cash generated from operations 54,352 60,103
Interest paid (7,749) (12,575)
Income taxes received 2,246 193
Net cash from operating activities 48,849 47,721
Cash flows from investing activities
Purchase of property, piant and equipment 9 (36,708) (17,828)
Proceeds from sale of property, plant and 20,821 19,474
equipment
Net cash used in investing activities (15,887) 1,646
Cash flows from financing activities
Repayment of net borrowings from group
companics (33,164) (47.964)
Net cash used in financing activities (33,164) (47,964)
Net (decrease)/increase in cash and cash (202) 1,403
equivalents
Cash and cash equivalents at 1 January 1,468 65
Cash and cash equivalents at 31
December 16 1,266 1,468

The notes on pages 12 to 31 form part of the financial statements

11




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

1. Accounting Policies
Basis of preparation

Hill Hire Plc 1s a company incorporated and domiciled 1n England

The principal accounting policies applied in the preparation of these financial staternents
are set out below These policies have been consistently applied to all periods presented
unless otherwise stated

These financial statements have been prepared in accordance with International Financial
Reporting Standards (‘IFRS”) as adopted by the European Union and interpretations 1ssued
by the International Reporting Interpretations Committee (‘IFRIC’)

The financial statements have been prepared under the historical cost basis

The Company 1s rehant on funding ultimately provided by Lloyds TSB Bank plc
Notwithstanding the improvement 1in market liquudity during 2010, the Company's ultimate
parent company, Lloyds Banking Group plc, continues to be rehant on UK Government
sponsored measures to maintain 1ts wholesale funding position The directors are satisfied
that 1t 1s the intention of Lloyds Banking Group plc that its subsidianies, including the
Company, will continue to receive funding in the future and, accordingly, the financial
statements have been prepared on a going concern basis.

The following new IFRS pronouncements, where relevant to the Company, have been
adopted 1n these financial statements

(1) TAS 1 (revised) 'Presentation of financial statements’ The revised standard prohibits
the presentation of 1tems of income and expense (that 1s 'non-owner changes in equity')
in the statement of changes 1n equity, requiring 'non-owner changes in equity' to be
presented separately from owner changes in equity All non-owner changes in equuty
are required to be shown n a performance statement Entities can choose whether to
present one performance statement (the statement of comprehensive income) or two
statements (the imcome statement and the statement of comprehensive income) The
Company has elected to present one statement a statement of comprehensive income
The financial statements have been prepared under the revised disclosure
requirements, the application of this revised standard, which affects presentation only,
has not had any impact for amounts recognised 1n these financial statements

(1) Amendments to IFRS 7 'Financial Instruments Disclosures — Improving Disclosures
about Financial Instruments’ The amendment requires enhanced disclosures about fair
value measurement and liquidity risk In particular, the amendment requires disclosure
of fair value measurements by level of a fair value measurement hierarchy. As the
amendments only result in additional disclosures. the amendments have not had any
impact for amounts recognised in these financial statements

(u}Improvements to IFRSs (issued April 2009) Sets out mumor amendments to IFRS
standards as part of annual improvements process Most amendments clanfied existing
practice The application of these new interpretations has not had any mmpact for
amounts recognised 1n these financial statements except for the presentation of gains or
losses on disposal of operating leased assets

12
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HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

Accounting Policies (continued)

Details of those pronouncements which will be relevant to the Company, but which were
not effective at 31 December 2010 and which have not been applied 1n preparing these
financial statements are given 1n note 22

Financial assets and liabilities

Financial assets compnise cash and cash equivalents, finance lease receivables, amounts due
from group undertakings and other current assets Financial liabiliies comprise amounts
due to group undertakings and other habilities

Financial assets and lhiabilities are recogmsed when the company becomes a party to the
contractual provisions of the instrument Financial assets and habilities are derecognised
when the nights to recerve cashflows, or obligations to pay cashflows, have expired

Finance and operating leases

Assets leased to customers that transfer substantially all the nisks and rewards incidental to
ownership to the customer are classified as finance leases. They are recorded at an amount
equal to the net investment 1n the lease, less any provisions for impairment, within finance
lease receivables

All other assets leased to customers that do not transfer substantially all the risks and
rewards of ownership are classified as operating leases These assets, less any provision for
impairment. are separately disclosed in the balance sheet within property, plant and
equipment and are recorded at cost less accumulated depreciation

Finance and operating lease assets are regularly reviewed for impatrment

Once a financial asset or a group of similar financial assets has been written down as a
result of an impairment loss, interest income 1s recognised using the rate of interest used
to discount the future cash flows for the purpose of measuring the impairment loss

Income and expense recognition

Finance lease income 1s recogmsed over the lease term using the net investment method
so as to reflect a constant pertodic rate of return on the Company’s net investment n the
lease lnitial direct incremental costs attributed to negotiating and arranging the lease are
included 1n the nitial measurement of the finance lease and hire purchase receirvable thus
reducing the amount of income recognised over the lease term

When calculating the net nvestment, the future cash flows are estimated after
considering all the contractual terms of the agreement but not future credit losses The
calculation includes all amounts received or paid by the Company that are an integral
part of the overall return, such as acceptance fees and, where relevant, early settlement
fees as well as direct incremental transaction costs related to the acquisition, 1ssue or
disposal of a financial instrument and all other premtums or discounts

Operating lease rentals are recognised within operating income on a straight line basis
over the lease term The element of rentals relating to vehicle maintenance 1s recogrised
on a basis that reflects the profile of the related maintenance costs mcurred by the
company Deferred maintenance income s held within other hahilities




HILL HIRE PLC

YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

1. Accounting Policies (continued)

Proceeds from the sale of operating lease assets are included within operating lease
income with the related costs being recorded within operating lease costs.

Depreciation 1s calculated using a straight line method to allocate the difference between
the cost and expected residual value over the period of the lease  Future rates of
depreciation are re-assessed each year in light of changes to anticipated residual values,
and are amended as required

Interest income and expense are recognised in the statement of comprehensive income
for all other interest-bearing financial nstruments using the effective interest rate
method

The effective interest rate method 1s a method of calculating the amortised cost of a
financial asset or lhiability and of allocating the interest income or interest expense to a
period of account The effective interest rate 1s the rate that discounts the estimated future
cash payments or receipts over the expected life of the instrument to the net carrying
amount of the financial asset or financial hability

Fixed assets and depreciation
Property, plant and equipment 1s recorded at cost less depreciation and any impairment

Depreciation 1s calculated using the straight-line method to allocate the difference between
the cost and expected residual value over the assets’ estimated useful hves, as follows

Class Description Rate

Land & Buildings Freehold buildings 2% straight line
Plant & Equipment Computers 25% straight line
Plant & Equipment Fixtures & fittings 15% straight line
Plant & Equipment Motor vehicles 25% straight line
Plant & Equipment Plant & machinery 25% straight line
Operating Lease Assets Operating lease trailers 12-20% straight line
Operating Lease Assets Operating lease trucks 20-33% straight line

The value of land 1s not depreciated

Impairment provisions

The carrying amounts of the Company’s operating and finance lease assets are reviewed at
each balance sheet date to determine whether there 1s an indication of impairment If any

such indication exists, the assets’ recoverable amount 1s estimated

Impairment 1s assessed individually for financial assets that are mdividually significant and
individually or collectively for assets that are not individually sigmficant

Individual impairment 1s 1dentified at a counterparty specific level following objective
evidence that a financial asset 1s impaired This may be after a principal payment is missed

The recoverable amount of finance lease receivables 1s calculated as the present value of
future cash flows, discounted at the original effective interest rate 1n the lease

The recoverable amount of operating leases 1s the greater of their net selling price and value

14




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

1. Accounting Policies (continued)

in use In assessing value 1n use, the estimated future cash flows are discounted to therr
present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the nisks specific to the asset

If an asset’s recoverable amount 1s less than carrying value an impawrment allowance 1s
created for the difference resulting 1n a charge to the statement of comprehensive income

Collective assessment groups assets that share similar nsk characteristics and applies a
collective impairment methodology based on existing risk conditions or events that have a
strong correlation with a tendency to default

The reversal of an impairment loss for an asset 1s recognised 1immediately in the statement
of comprehensive income

Impairment loss calculations involve the estimation of future cash flows based on
observable data at the balance sheet date The company takes account of a number of
relevant considerations including historical experience, future prospects of the customer,
value of collateral held and reliability of information Sigmificant judgement 1s applied m
estimating the impact of these considerations on the expected future cash flows

The methodology and assumptions used for estimating both the amount and timing of future
cash flows are reviewed regularly to reduce any differences between loss estimates and
actual loss experience

Taxation, including deferred income taxes

Current tax which 1s payable or receivable on taxable profits or losses 1s recognised as an
expense or credit in the period in which the profits or losses arise

Deferred tax 1s provided in full, using the liability method, on temporary differences ansing
between the tax bases of assets and liabilities and their carrying amounts 1n the financial
statements  Deferred tax 1s determined using tax rates that have been enacted or
substantively enacted by the balance sheet date that are expected to apply when the related
deferred tax asset 1s realised or the deferred tax liability 1s settled

Deferred tax assets are recognised where 1t is probable that future taxable profit will be
available against which the temporary differences can be utilised The tax effect of losses
available for carry forward are recognised as an asset when 1t 1s probable that future taxable
profits will be available against which these losses can be utilised

Tax assets and lhabilities are offset where they arise 1n the same tax reporting group and
where there 1s both a legal right of offset and the intention 1s to settle on a net basis or to
realise the asset and settle the hability simultaneously

Cash and cash equivalents

Cash and cash equivalents comprise cash and deposits at bank held at call or within three
months notice or less and bank overdrafts




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

1. Accounting Policies (continued)
Inventory

Inventory consists of fuel, tyres and other consumables and 1s held at the lower of cost and
net realisable value

Critical accounting estimates and judgements in applying accounting policies

The preparation of the financial statements in conformuty with generally accepted
accounting principles requires the use of estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period Although those estimates
are based on management's best knowledge of the amount, event or actions, actual results
ultimately may differ from those estimates

The key areas of judgement relate to impairment and resydual value estimates as detailed
above

2. Operating lease income

2010 2009

Reclassified

£000 £7000

Operating leasec income 93,580 96,206
Proceeds from sale of operating lease assets 20,147 19.401
113,727 115,607

In respect of the prior year, there has been a reclassification of £2,000,000 from other operating
income to operating lease income Operating lease income and operating lease costs have also
been grossed up by £1,500,000 to reflect the net book value associated with the assets disposed
of in the routine course of business

3. Operating lease costs

2010 2009

Reclassified

£000 £7000

Fleet maintenance 32,675 33,766
Road fund tax 2,173 2,162
Fuel and delivery 1,088 1,617
Net book value of operating lease assets sold 17,269 17,225
Other 695 530
53,900 55,300

In respect of the prior year, as referred to 1n note 2, operating lease income and operating lease
costs have been grossed up by £1,500,000 to reflect the net book value associated with the
assets disposed of in the routine course of business

16




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

4. Interest expense and similar charges

2010 2009

£000 £°000

Intra group interest 6,234 8.808
5. Administrative expenses

2010 2009

£000 £000

Staff related expenses 6,041 8,044

Property related expenses 2,676 2,633

Plant and equipment depreciation 582 739

Insurance 722 696

Other expenses 1,437 1,733

11,458 13,845

Fees payable to the Company's auditors for the audit of the financial statements of £50,000
(2009 £49,000) have been borne by the immediate parent undertaking, Bank of Scotland

plc

6. Staff numbers and costs

The average number of persons employed by the Company was as follows

Number of employees

2010 2009
Number Number
302 390

The aggregate payroll costs of these persons were as follows
£000 £°000
Wages and salanes 9,363 12,359
Social security costs 1,075 1,347
Other pension costs 26 105
10,534 13,811

Other pension costs comprise amounts paid by the company into a money purchase

scheme for employees and directors There were no prepaid or accrued amounts at 31

December 2010 (2009 £mul)

Staff costs are included within both administrative expenses (note 5) and fleet
maintenance costs within operating lease costs (note 3)

17




HILL HIRE PLC

YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS
7. Directors’ emoluments
Year ended Year ended
31 December 31 December
2010 2009
£000 £°000
Directors emoluments 661 605
Company contributions to money purchase 32 32
pension schemes

Charge from immediate parent for contribution to 40 38

final salary pension scheme
733 675

The aggregate emoluments of the highest paid Director were £226,000 (2009 £202,000),
and Company pension contributions of £40,000 (2009 £38,000), were made to a final

salary scheme on his behalf

One director 1s accruing pensions under a defined benefit scheme (2009 1)

8. Income tax charge/(credit)

2010 2009
£000 £°000
Current tax
Corporation tax charge for the year 4,243 13,260
Corporation tax credit in respect of earlier years (10,670) (159)
(6,427) 13,101
Deferred tax (note 11)
Deferred tax credit for the year (4,516) (18,493)
Deferred tax charge/(credit) in respect of earlier 25,650 (142)
years
21,134 (18,635)
Total income tax charge/(credit) in income statement 14,707 (5,534)




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

Reconciliation of effective tax rate

The tax assessed for the year 1s higher (2009 higher) than the effective rate of
corporation tax 1n the UK of 28% (2009 28%) The differences are explained below

2010 2009

£°000 £°000
Loss on ordinary activities before taxation (301) (18,976)
Loss on ordinary activities multiplied by standard (84) (5.313)
rate of corporatton tax in the UK of 28% (2009
28%)
Effects of
Expenses not deductible for corporation tax 10 80
purposes
Adjustments to tax in respect of previous pertods 14,980 (301)
Impact of future change in rate of corporation tax (199
(see note 11) ) )
Total tax charge/(credit) for the year 14,707 (5,534)
Effective rate (4,886%) 29 16%




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010
NOTES TO THE ACCOUNTS

9. Property, plant and equipment

Land & Plant and Operating Total
Buildings Equipment Lease Assets

£000 £°000 £000 £°000
Cost
Balance at 1 January 2010 14,575 7,381 383,753 405,709
Additions 42 220 36,446 36,708
Disposals (448) (209) (81,530) (82,187)
At 31 December 2010 14,169 7,392 338,669 360,230
Depreciation and impairment
losses
Balance at 1 January 2010 2,994 5,878 225,506 234,378
Depreciation charge for the year 157 585 45,533 46,275
Impairment (292) (292)
Disposals (55) (19%) (64,268)  (64,521)
At 31 December 2010 3,096 6,265 206,479 215,840
Carrying amounts
At 31 December 2009 11,581 1,503 158,247 171,331
At 31 December 2010 11,073 1,127 132,190 144,390

Rentals on operating lease contracts with a contingent element are £7,328,000 (2009
£8.068,000)

The Company leases a portfolio of commercial vehicles & commercial equipment to

private compantes under operating leases for varying lengths from short term periods of
1 day up to peniods of 9 years
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YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

10. Finance lease receivables

2010 2009
£000 £°000

Gross investment in finance leases, receivable
No later than one year 10,445 12,999
Later than 1 year and no later than 5 years 19,619 23,783
Later than 5 years 72 29
30,136 36,811
Unearned future finance income on finance leases (4,461) (5,450)
Finance lease receivables 25,675 31,361

. The net investment 1n finance leases may be analysed as follows

2010 2009
£000 £000
No later than one year 8,057 10,056
Later than 1 year and no later than 5 years 17,546 21,277
Later than 5 years 72 28
Net investment 1n finance leases 25,675 31,361

Rentals on finance lease contracts with a contingent element are £2,643,000 (2009

£1,164,000)

The company provides a range of finance lease options n connection with the financing
of trucks and trailers The leases run for periods of up to 7 years and include a guaranteed

buy back with the suppliers
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YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS

11. Deferred tax asset and liability

Deferred tax hability
Deferred tax asset

Net position

HILL HIRE PLC

2010 2009
£000 £°000
5,379 -

(19 (15,774)
5,360 (15.774)

The movement for the year in the Company’s net deferred tax position was as follows

At 1 January

Charge/(credit) to income for the year (note 8)

Balance carned forward as at 31 December

Deferred tax liability

At 1 January 2010
Charge to income for the

year

Balance carried forward as at
31 December 2010

Deferred tax asset

At | January 2010

Charge to income for the
year

Balance carried forward as at
31 December 2010

2010 2009
£000 £7000
(15,774) 2,861
21,134 (18,635)
5,360 (15,774
Capital

allowances on
assets leased to

customers

£°000

5,360

5,360

Capital Allowances Other Total
on assets leased to
customers

£°000 £000 £°000

(15,750) (24 (15,774)

21,129 5 21,134

5,379 (19) 5,360

Finance (No 2) Act 2010 which was substantively enacted on 20 July 2010 proposed a
reduction to the main rate of corporation tax from 28% to 27% Accordingly the deferred
tax lhiability has been recognised at 27%
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12. Inventory

2010 2009
£000 £000
Fuel and consumables 2,028 1,853

13. Other current assets
2010 2009
£000 £°000
Trade debtors 11,968 11,192
9 Other assets 4,004 4843
15,972 16,035

Trade debtors are stated net of impairment allowances of £998,000 (2009 £771,000)

14. Other liabilities

2010 2009
£7000 £000

Current
Trade creditors 2,882 2,277
Taxation and social security 1,671 1,923
Customer payments 1n advance 1,551 546
Deferred income 6,309 7.406
Other creditors 4,588 3,931
17,001 16,083

. Non Current

Customer payments 1n advance 1,363 2,351
Other creditors 187 100
1,550 2,451
18,551 18,534

15. Operating lease minimum lease receipts

The future minimum rentals receivable under non cancellable operating leases are as

follows
2010 2009
£000 £000
Less than one year 31,907 34,831
Between one and five years 32,435 46,413
More than five years 530 1,956
64,872 £3,200
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NOTES TO THE ACCOUNTS

16. Cash, cash equivalents and bank

2010 2009
£000 £°000
Cash and cash equivalents 1n the statement of cash flows 1,266 1,468
17. Capital and reserves
Share Capital 2010 2009
£000 £°000
Authorised
38,450,000 Ordinary shares of £0 10 each 3,845 3,845
Allotted, called up and fully paid
30,096,000 Ordinary shares of £0 10 each 3,096 3,096
Share capital Share Retained Total
premium earnings
£°000 £000 £°000 £000
At 31 December 3,096 9,695 (37,943) (25,152)
2008
Loss for the year - - (13,442) (13,442)
Capital injection 65,000 65,000
At 31 December 3,096 9,695 13,615 26,406
2009
Loss for the year - - (15,008) (15,008)
At 31 December 3,096 9,695 (1,393) 11,398
2010

Note, that in the prior year, equity included a capital reserve of £65,000,000, with retained
losses of £51,385,000 This 1s because, on 25 June 2009 the immediate parent company,
Bank of Scotland plc, agreed to waive debt due from the company to the value of
£65,000,000 The waiver was accounted for as distributable capital contribution resulting in
an crease 1n the distributable reserves of the company by £65,000,000 The company has
shown these as a net amount in the current year as both are distributable reserves
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HILL HIRE PLC

YEAR ENDED 31 DECEMBER 2010

NOTES TO THE ACCOUNTS
Amounts due to group undertakings
2010 2009
£000 £7000
Non-current liabilities
Amounts due to group undertakings 82,882 69,967
Current labilities
Amounts due to group undertakings 68,327 115,476
On Demand 37.862 32,143
Within one year 30,465 83,333
Between one and five years 82,882 69,967
151,209 185,443

Of the above amounts, £37,862,000 (2009 £32,143,000) 1s repayable on demand
£25,500,000 (2009 £19,700,000) bears a variable interest charge of 0 15% above base
rate The remaining amount repayable on demand 1s non-interest bearing The remaining
£113,347,000 (2009 £153,300,000) 1s repayable over the next 5 years 1in line with the
HBOS Treasury loans terms as follows

Date 2010 2010 2009

Fixed rate £°000 £000
Repayable during 2010 83,333
Repayable during 2011 278 30,465 13,300
Repayable during 2012 4 68 63,612 56.667
Repayable during 2013 305 5,650 -
Repayable during 2014 378 7,470 -

Repayable during 2015 424 6,150 -

25
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NOTES TO THE ACCOUNTS

19. Related parties

Key management personnel, being the directors and senior management, and members of
their close families have not undertaken any transactions with Hill Hire ple

The Company had the following reportable transactions with its parent There were no
reportable transactions with subsidiaries or other related parties

Income Statement Description 2010 2009
£000 £°000

Interest expense & stmular  Intragroup interest (note 4) 6,234 8,808

charges

Administrative expenses Mgmt charge, rent, rates, 2,010 1,561

due to fellow group telephone charges & car hire

undertakings

Balance Sheet Deseription

Non-current liabilities Amounts due to group 82,882 69,967
undertakings (note 18)

Current habilities Amounts due to group 68,327 115,476
undertakings (note 18)

Current assets Bank balance (note 16) 1,260 1,461

Current assets Amounts due from group 1,430 985
undertakings

20. Parent undertaking

The Company’s immediate parent company 1s Bank of Scotland plc The company regarded
by the directors as the ultimate parent company 1s Lloyds Banking Group plc, a limited
liability company incorporated and domictled in Scotland, which 1s also the parent
undertaking of the largest group of undertakings for which group accounts are drawn up and
of which the Company 1s a member Bank of Scotland plc 1s the parent undertaking of the
smallest such group of undertakings Copies of the group accounts of both companies may
be obtained from Group Secretariat, Lloyds Banking Group plc, 25 Gresham Street, London
EC2V 7HN.
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NOTES TO THE ACCOUNTS

21. Financial Instruments

(a) Credit risk

Credit risk 1s the nisk of financial loss from a counterparty’s failure to settle financial
obligations as they fall due Credit exposures arise n the normal course of the
Company's business, principally from leasing activities. Management has a credit policy
in place and the exposure to credit risk ts monitored on an ongoing basis Credit
evaluations are performed for all customers.

The table below sets out the maximum exposure to credit risk at the balance sheet date

2010 2009

£'000 £'000

Finance lease receivables (note 10) 25,675 31,361
Trade debtors (note 13) 12,966 11,963
38,041 43,324

Individual impairment 1s 1dentified at a counterparty specific level following objective
evidence that a financial asset 1s impaired

The maximum exposure to credit risk relating to finance lease receivables 1s shown
above All receivables are neither past due nor impaired and of good or satisfactory
quality

Collateral held against receivables 1s compnsed of trucks and trailers Due to the nature
and volume of the assets held as collateral 1t is impractical to estimate the fair value of all
collateral held at the year end 1n respect of finance lease receivables and trade debtors
During the year the company repossessed collateral of £552,000 in respect of defaulted
debt (2009 £1,378,000)

The tables below set out the impairment information and internal credit ratings 1n respect
of rentals receivable (shown as trade debtors above) The exposure 1s UK based spanning
many 1ndustnal sectors, with the predominant concentration within the property,

transport and communication sectors

Trade recervables, maximum exposure

2010 2009

£°000 £°000

Neither past due nor impaired 10,665 10,217
Past due but not impaired 641 733
Impaired 1,660 1,013
12,966 11,963

Amounts stated above are gross of impairment provisions of £998,000 (2009 £771,000)

Trade receivables which are neither past due nor impaired

2010 2009

£000 £000

Good quality 5,657 5,048
Satisfactory quality 3,768 3,534
Lower quality 1,062 1,348
Below standard, but not impaired 178 287
10,665 10,217




HILL HIRE PLC
YEAR ENDED 31 DECEMBER 2010
NOTES TO THE ACCOUNTS

21. Financial Instruments (continued)
(a) Credit risk (continued)

Trade receivables which are past due but not impaired

2010 2009
£000 £000
Past due up to 30 days 504 600
Past due from 30-60 days 110 63
Past due more than 60 days 27 70
641 733

Past due 1s defined as a failure to make a payment when 1t falls due

Allowance for trade receivables which are impaired

2010 2009
£000 £000
Brought forward at 1 January 7 761
Advances written off 327) (334)
Charge for year (including recoveries) 683 549
Recoveries of prior advances written off (129) (205)
At 31 December 998 771

During the year the Company did not renegonate any trade recervables to customers
which would otherwise have been past due or impaired (2009 £nil)

(b) Market risk

Market risk 1s defined as the potential loss 1n value or eamings of the Company ansing
from changes in external market factors such as

» Interest rates (1nterest rate risk)

* Foreign exchange rates (foreign exchange risk)

Interest rate risk

Interest rate risk exists where the Company's financial assets and habilities have interest
rates set under different bases, or which reset at different imes The Company has fixed
rate agreements with customers where the customer 1s committed to pay interest at a
fixed rate for the term of the agreement

The Company 1s exposed to interest rate risk in relation to fixed rate agreements
However, this 1s managed at the intermediate parent Company level where exposures are
hedged

Interest rate exposure is concentrated entirely within the UK money markets The
principal internal control metric 15 the Net Interest Income (NII) sensitivity which
measures how much of the current projection for the next 12 months' NII would alter 1f
different assumptions are made about the future levels of interest rates.

The table below sets out the sensitivity of the Company's net interest income (NII) over a
12 month period to an immediate up and down 100 basis points change to all interest
rates as at the balance sheet date

2010 2009
£000 £000
Impact of +100 bps shift 538 119
Impact of - 100 bps shift (538) (119)
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21. Financial Instruments (continued)

The measure, however, 1s ssmplified 1n that 1t assumes all interest rates, for all currencies
and maturities, move at the same time and by the same amount Also, 1t does not
recognise the impact of management actions that, in the event of an adverse rate
movement, could reduce the impact on NII

Foreign exchange risk
The Company does not have any exposure to foreign exchange nsk as all assets and
liabilities are denominated 1n Sterling

(¢) Liquidity Risk

Liquidity risk 1s the risk that the Company does not have sufficient financial resources to
meet 1ts obligations when they fall due, or will have to do so at excessive cost This risk
can arise from mismatches in the timing of cash flows relating to assets and liabilities.
The Company's short term hiquidity requirements are supported by a facility with another
Lloyds Banking Group Company subject to internal limits Overall hiquidity of the
Lloyds Banking Group 1s managed centrally

The table below sets out the cash flows payable by the Company in respect of financial
liabilities, by remaining contractual undiscounted repayments of principal and interest at
the balance sheet date Please note that the other habilities figures differ from the balance
sheet by the deferred income figure of £6,309,000 (2009 £7,406,000)

As at 31 December 2010
Upto 1 1-3 3-12 1-5yrs  Over Total

month  mths mths Syrs
£000  £000 £000 £000  £000 £000
Amounts due to 41,539 701 30,057 85,771 - 158,068
group undertakings
Other liabilities 6,342 1,720 2,630 1,524 26 12,242
Total 47,881 2421 32,687 87,295 26 170,310
As at 31 December 2009
Uptol 1-3 3-12 1-5yrs  Over Total
month mths mths Syrs
£000  £000 £000 £000  £000 £000
Amounts due to 32,701 4,396 84,191 73,943 - 195,231
group undertakings
Other Liabilities 4,412 3,746 519 2,372 79 11,128
Total 37,113 8,142 84710 76,315 79 206,359

(d) Fair values
All financial assets and habilities are reported on an amortised cost basis and there 1s

considered to be no material difference between the balance sheet carrying amount and
fair value
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21. Financial Instruments (continued)

(e) Residual value risk

The leasing portfolio includes agreements where the company has a risk 1n respect of
residual value of the assets  This area of credit policy 1s monitored by senior
management on an ongoing basis where they consider the exposure taking into

account current and projected industry trends in addition to the company's own risk
management data This 1s also covered by the nisk commuttee which meets on a monthly

basis

22. Future Developments

The following pronouncements will be relevant to the Company but were not effective at
31 December 2010 and have not been applied 1n preparing these financial statements.

Pronouncement

Improvements to IFRSs
(1ssued May 2010)

IFRS 9 Financial
Instruments Classification
and Measurement'

IAS 24 Related Party
Disclosures

Nature of change

Sets out minor amendments
to [FRS standards as part of
annual improvements
process

Simplifies the way entities
will classify financial assets
and reduces the number of
classification categories to
two, fair value and
amortised cost The existing
available for sale and held-
to-maturity categories have
been eliminated
Classification will be made
on the basis of the objectives
of entity's business model
for managing the assets and
the characteristics of the
contractual cash flows

Simplifies the defimition of a
related party and provides a
partial exemption from the
disclosure requirements for
government related entities

1 - At the date of this report this pronouncement 1s awaiting EU endorsement

Effective date

Dealt with on a standard by
standard basis but not earlier
than annual periods
beginning on or after 1
January 2011

Annual periods beginning on
or after 1 January 2013

Annual periods beginning on
or after 1 January 2011

The full impact of these pronouncements 1s being assessed by the Company However, the
initial view 1s that none of these pronouncements are expected to cause any matenal
adjustments to the reported numbers in the financial statements
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NOTES TO THE ACCOUNTS

Capital commitments

The Company has contracted capital commitments of £37,000,000 (2009 £26,000,000) at
the year end 1n respect of the purchase of fleet assets which the ultimate parent company,
Lloyds Banking Group plc has commutted to funding

Capital disclosures

The Company’s objectives when managing capital are to safeguard the entity’s ability to
continue as a going concern, provide an adequate return to its shareholders through
pricing products and services commensurately with the level of risk and, indirectly, to
support the Group’s regulatory capital requirements

The Company’s parent manages the Company’s capital structure and advises the board
of directors to consider making adjustments to 1t in the light of changes in economic
conditions and the risk characternistics of the underlying assets In order to maintain or
adjust the capital structure, the board of directors may adjust the amount of dividends to
be paid to shareholders, return capital to shareholders, issue new shares, or sell assets

The Company’s capital comprises all components of equity, movements in which appear
in the statement of changes in equity The Company receives 1ts funding requirements
from 1its fellow group undertakings and does not raise funding externally
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