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Performance
KPI Strategic Importance of KPI FY16 performance Track record
enabler
Net Promoter 2 Third-party survey of how likely customers areto 4.2 Fvas |
Score (NPS) Score ‘promote’ HSS. The score shown for each year FY15: 36 1 36
Q is for the last research wave completed in each : 3]
year. A higher score indicates a better customer FY14: 25
experience. The benchmark for industrial services
from our provider, TNS, is 12.
See Corporate Responsibility 34
Utilisation (Core) al Useful measure as to how efectively we have 50% FYlG
employed capital invested in our Core hire feet. 5 15 a0
& Assessed over the last 12 months. Should be +2PP ‘ °
considered in tandem with ROCE to assess FY14. 47%
whether assets are being proftability deployed.
See Financial Review 26
Utilisation l Useful measure as to how efectively we have 75% G 5%
(Specialist) employed capital invested in our Specialist hire 1 o
I feet. Assessed over the last 12 months. Should (1Pp) Y| 6%
be considered in tandem with ROCE to assess FY14! 70%

whether assets are being proftability deployed.

See Financial Review 26

Average revenue o3
per account

Measure of the average customer spend with
the Group in each fnancial year. Useful measure

£8.7k
FY15: £8.1k

FY16 £8.7k

FY15 £8.1k

customer al of value generated per customer from which we
can generate shareholder returns. FY14! £7.7k
See Financial Review 26
Responsibility
KPI Strategic Importance of KPI FY16 performance Track record
enabler
RIDDORs 0 Widely recognised measure of safety in the 0 40 FY16 0.40
o workplace. Safety is at the heart of how FY15: 0.480 048
HSS operates. - FY1s] i
FY14/ 0.50

See Corporate Responsibility 34

Carbon emissions (Q
in our built
environment

(kg CO, per m?)

As we pursue our local branch roll-out strategy we
recognise we have the duty to do so in a manner
where our impact on the environment is minimised.
We therefore track our carbon emissions per m?.

See Corporate Responsibility 34

36
FY15:43

FY15 43

FY14. 42

Training days i
per colleague

People are at the heart of our Service oferings.
With training we can ensure that colleagues are best
prepared to help our customers in their projects.

See Corporate Responsibility 34

4.1 days
FY15: 4.3 days

FY15 4.3

FY14 4.3

(2) Due to the introduction of an enhanced accident reporting system in 2016, historical fgures have been restated to be comparable.
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Our Marketplace

Our market

HSS is a leading tool, equipment hire and related
services provider operating in a growing business
sector. Total turnover for the UK tool and equipment

hire market is estimated to be in the region of £5.7bn

in 2016, representing estimated growth of 2.8% from
2015. The market is highly fragmented with over 3,300
registered companies, the vast majority of which employ
less than 50 staf and are therefore most likely to focus
on serving their local and regional geographies.

Construction-related customers (residential, non-residential and
infrastructure) are estimated to account for ¢c. 60% of all UK equipment
hire market revenues. The service and industrial sectors constitute

the remainder of the market.

The Group’s main customer groups are in the facilities management,
retail operations, commercial ft-out, property, utilities and waste,
infrastructure and energy supply services sectors. We also work
with charities, government entities, house builders and construction
contractors.

The ERA notes that the ‘UK market is relatively concentrated’ but this
is in contrast to the fragmented and less mature markets of continental
Europe. It estimates that the larger rental players with between 50

and 250 employees are 50% of the UK market. In our view there is
room for further market consolidation to create scale rental players
able to deliver further efciency benefts for customers, and enhanced
returns to shareholders.

Our position in the market

We provide customers with a wide range

of equipment ranging from kit we own,

which includes smaller tools and equipment,
specialist heating and cooling equipment and
larger high-value equipment such as powered
access and power generators, to equipment
we don’t own, such as plant, which we
typically rehire on our customers’ behalf.

As a Group we are more focused on serving
the ft-out, maintenance and operation of the
built environment segments of the market than
the construction segments, although we do
provide some support to this area.

Through HSS OneCall, our rehire operation,
we provide diggers and dumpers and plant
for ground-up construction through a simple
one-stop-shop model. Our UK Platforms
and ABird and Apex generator businesses
also support a wide-range of construction
environments and our Trade Essentials
range is aimed at local tradespeople who
move between building and maintenance

of local domestic and commercial premises.

Within the non-construction segment of

the market we beneft from strong customer
propositions such as our Reintec business,
where we ofer hire, sales and service of
cleaning equipment through to our Managed
Service Provider (MSP) ofer where we
manage complex supply chains for some

of our largest customers, often using HSS
OneCall to supplement our hire feet ofering.

Taken as a whole, the Group is estimated

to be the second largest operator in the UK
tool and equipment rental market, with a

¢. 6% share of this highly fragmented and
competitive marketplace. The top fve largest
revenue businesses are estimated to account
for ¢. 24% of the market with the remainder

of the market split between a large number

of small local and regional suppliers.

We believe the Group is the second largest
provider of temporary power generation and
distribution equipment in the UK, as well as
being the second largest provider of powered
access equipment.

Number of rental companies by Market share 2016
employees size group 2013

> 250 employees| 18

50-249 employees| 76

1-49 employees 3,753

Source: European Rental Association (ERA) 2016
Equipment Rental Industry Report

Il Ashtead Group plc
(UK Revenue)

Il HSS Hire Group plc

Il Speedy Hire plc
(UK Revenue)

Il /P pic (UK Revenue)

Lavendon Group plc
(UK Revenue)

Others
(includes regional
and local independents)

Source: Calculated from publicly reported financial
accounts for each business using the latest available
12 months of reported revenue divided by the ERA
estimate of the total market size in 2016
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How we go to market
Our operation can be divided into two broad
segments: Rental and Services.

This includes the hire of all of our owned
equipment, ranging from small tools and
equipment through to large powered access
and generators through our UK Platforms
and ABird/Apex businesses respectively.
This includes the provision of directly related
elements such as transport.

Services

This includes the provision of specialist
complementary services to our customers.
The largest of these is rehire through our
HSS OneCall business where we source
equipment, most of which we do not own,
for our customers. This can be on an ad-hoc
basis or as part of a wider supply contract
where we ofer a one-stop-shop to our
customers to drive efciencies by managing
the entire hire process and all associated
administration. We also ofer over 250
specialist courses nationwide through

our HSS Training business.

Market drivers

Renting equipment ofers signifcant
advantages for customers compared

with ownership, particularly the opportunity
to outsource the time-consuming
management and administration associated
with equipment feets. Recognition of this
led to the development of our Managed
Service Provider (MSP) ofer where we
manage complex supply chains for some

of our largest customers, often using HSS
OneCall to supplement our hire feet ofering.

The key benefts for customers of meeting
their equipment needs through hire rather than
ownership can be summarised as follows:

- less large-scale capital outlay required
for equipment purchases, particularly in
times of uncertainty, such as those that
now exist with Brexit;

- access to a comprehensive range of
well-maintained, ready-to-use equipment;

- ‘justin time’ equipment supply, avoiding
the costs of idle feet;

- less exposure to variable and unpredictable
credit market conditions;

- lower costs for equipment storage,
maintenance and transportation;

- access to complementary support services
from the rental company, such as our MSP
ofering; and

- easier allocation and movement of
equipment across the country/regions
through rental company distribution
networks.

The operational innovation and changes

we have implemented through 2016 were

all designed to improve our capital and
operational efciency. These changes enable
us to drive increased feet availability to better
serve our customers with the right equipment
in the right place at the right time to support
their projects.

UK equipment rental market

[l Total turnover (Em) Growth (YOY)

10,000
9,000

20%

15%

8,000
7,000

10%

6,000

5%

5,000
4,000
3,000
2,000
1,000

2011A 2012A 2013A

5,438 5,432 5,585 SR 50
4,852 4,906
-10%
-15%
-20%
-25%
-30%

2014A

5,847 6,026 0%

2015E 2016E 2017F 2018F

Source: European Rental Association (ERA) 2016 Equipment Rental Industry Report, which includes

revisions to all years post-2012.

Market prospects

Rental turnover increased by an estimated
2.8% in 2016, and is expected to grow by
1.9% in 2017 and 3.1% in 2018.

Political uncertainty has had an impact on
the industry’s growth expectations, with the
unknown efects of the Brexit vote leading
the European Rental Association (ERA) to
revise their 2016 forecasts down from the
levels previously published in their 2015
Market Report.

The ERA reports that larger rental companies
are reacting to increasing pressure on hire
rates by streamlining feets and driving the
utilisation of their core rental feets.

They also note that rental companies

are reorganising their depot networks to
realise operational efciency, service quality
and control of logistic costs. HSS is at the
forefront of these developments in the UK.

Our resilience in this market is underpinned
by serving a diverse set of customers, from
consumers to blue-chip organisations, and,
importantly, the ability to supply more of their
equipment needs, through both our own
complementary brands and the efcient,
one-stop-shop rehire of other providers’
assets. Frequently, we are a major channel
to market for many of these members of our
supply chain and our customers beneft from
one point of contact and contract.
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Our Business Model

We aim to maximise the utilisation of our hire feet
by ensuring it is well maintained, safe, serviced and
available to our customers wherever and whenever
they need it. Our operational network, comprising
our Local Branches, Customer Distribution Centres
(CDCs) and National Distribution and Engineering
Centre (NDEC) allow us to deliver this value-creating

business model.

Our values

Our focus is on what matters most to our
customers

Safety

Value

Availability

Support

Our strategic enablers

Guided by our values, our strategy is realised

through a focus on our fve strategic enablers:

Ensure safe, sustainable working
Q environments for colleagues
and customers

Q Deliver value and quality to
our customers

lal  Focus on proftability and growth

& Drive availability and operational
efciency

ia Investinour colleagues

Our strategic priorities

Win new customers and deepen
existing customer relationships

Optimise our distribution and
branch network

Continue the development and
growth of our specialist businesses

Build long-term
relationships

Our customers

We work with a wide range of
customers from tradespeople to
large businesses operating across
the UK. At the heart of building and
developing these relationships is
recognition of what our customers
value and our ability to innovate our
service oferings to deliver mutually
benefcial outcomes.

Purchase and
source products

We invest in our hire feet throughout
the year, constantly reviewing product
developments, customer demand and
opportunities to refne our hire feet
ofering. This includes assessing
whether it would be more capital
efcient to purchase hire feet or source
it through a trusted rehire provider.

>90% > 37,000

B2B customers Live accounts

£133.9m

NBV of hire feet

Our suppliers

We work closely with leading
equipment suppliers to source the
broad range of tools and equipment
that our customers rely on for their
projects. The strength of these
relationships has resulted in product
innovation — including the development
of our award-winning anti-entrapment
device, Activ’ Shield, for our powered
access feet.

>200

suppliers

Our partners

We have developed strong long-term
relationships with other, typically
specialist, plant and equipment hire
businesses to support the rehire
services we ofer via HSS OneCall.
This enables us to expand the range
of products we ofer our customers
and drives sales for our partners.

> 350

partners

Build the
right team

QOur people are at the heart of our
business model, and key to the delivery
of our leading customer service
proposition. Our excellent customer
appreciation levels testify to the skill,
motivation and drive of our workforce
at all levels within our business.

42

NPS score

+ Find out more
Corporate Responsibility 34

+ Find out more
Our Board of Directors 42
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Maximise equipment
utilisation

We operate in a capital-intensive
industry where it is important to drive
asset utilisation, with sensible pricing
control and discipline, to generate
returns on our investment. The
innovation in our operating model
through 2016 is designed to help us
further enhance our utilisation rates.

50%

Core utilisation

/5%

Specialist utilisation

+ Find out more
Our Business in Action 18

Create added-value
services

In addition to our core rental ofering
we have developed value-added
services such as outsourced
equipment management, specialist
training courses and online
e-commerce and reporting systems
o support our customers.

> 250

industry recognised courses

+ Find out more
Our Business in Action 18

Drive operational

efciency

Through centralising our
high-volume engineering
activity into the NDEC and
separating branch fulfiment
from customer deliveries and
collections we aim to drive
further operational efciency
into the business.

+ Find out more
Financial Review 26

Drive capital

efciency

The efcient movement of
our hire feet from customers,
through the NDEC and back
to customers via our CDC
and Branch Network enables
us to target enhanced
utilisation rates. Combined
with the ‘recycling’ credentials
of our refurbishment centre,
this increases the returns

we can generate on our
capital investment.

+ Find out more
Financial Review 26

Deliver value

Customers

Our business model is designed to make sure
we deliver the right kit and services at the right
time and in the right place for our customers,
enabling them to focus 100% on their projects.

42

NPS score

Shareholders

Our focus on enhanced operational and
capital efciency means we can increase
proftability and drive shareholder returns.

£1.8m

Dividends to shareholders in 2016

Employees

Through our training and development
programmes, we ofer our people continued
personal development opportunities
regardless of their gender, background

or origin.

59%

staf promoted internally

Society

Equipment hire is inherently more sustainable
than individual ownership of tools and
equipment. By making our service ofering
increasingly cost efective and easy to use
we are contributing directly to society.

50%

Discount for local charities and armed
forces and emergency services personnel

Reinvest

Y
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Delivering i
equip /:li{”
| Ayt

Local Brgnches 4 Customer Distribution Centre

 Learnmore To scan the QR code you will frst need to download a QR

Short videos giving you an overview of our Customer reader on either the Apple App Store (for iOS devices) or
Distribution Centres, Local Branches and our Google Play (for Android devices) to your mobile device.
e-commerce ofering can be accessed by scanning Alternatively each of these videos can be accessed at

the QR code to the right. www.hsshiregroup.com/news-resources/media-centre/.
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_Our B_usiness
IN Action

We support our customers and their projects across
the breadth of the UK and Ireland. The following pages
give an overview of the variety of sectors we serve,

the exceptional service and products we constantly
seek to deliver, and examples of how we invest in

our colleagues and work to reduce our impact on

the environment.

=

1 | l |
|
. | cr*

b

ok |

Outstanding
training for
a leading
recruitment
provider

[t's good to know that your service to clients has been
exemplary. Particularly when the clients are themselves
a service operation.

HSS Training supplies all the training needs of Minstrell
Recruitment, one of the UK’s leading recruitment
specialists in the construction, engineering and

facilities management sectors. Gary Watson, training &
apprenticeship manager for this nationwide recruitment
company, knows good service when he sees it.

Gary recruits for every role you can think of in construction
—from groundworkers to site managers. And as all
construction employees now need technical and safety
accreditation, HSS Training smooth out any wrinkles in
the recruitment process.

Gary confrms: “HSS organise training and the necessary
certifcates and qualifcations with great insight and skill
once they know our requirements. If new recruits need

to take an accredited course, they’ll organise it for us.

“Their organisation and scope is outstanding. With 250
training centres nationwide, an excellent selection of
courses and a great attitude to client service, if we require
anything that’s not there, they’ll sort it out immediately.

“As well as that, all their prices are spot on. In the 3 years
I've dealt with them, it’s been a completely pain-free
relationship.”

00

HSS Training?
Their service has
been superb. It's
been absolutely
everything I've
wanted from
day one.

Gary Watson
Minstrell Recruitment
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Training

support fora
global player
In power and

energy supply

As well as being a global player in power and energy supply and
distribution, Engie is a major supplier of maintenance and facilities
support to industry, utility companies, defence and aerospace

contractors, telecoms and transport services.

With 16,000 UK employees, a team of fve training admin staf,
and up to 400 diferent types of training to organise Caroline
O’Connor, Engie’s learning and development admin manager,
needs all the support she can get from her training partners.

HSS Training has given her that support for the last ten years.

ole

What | like about
HSS Training is
their can and will
do attitude.

Caroline O’Connor
Engie

“They’re very reliable. They organise everything with no fuss,

and everything is dealt with quietly and efciently.

“80% to 90% of what we do is outsourced, and we often have to
organise training in courses that we've never come across before.

“HSS Training often acts as our research service. They listen
carefully to what we need, and help us to fnd the more

obscure courses.

“What | really admire is their resolve, and determination to solve
problems. If something goes wrong, they’re upfront and open

about it.

“We have very demanding clients — companies like BMW, EDF
and government departments such as the DWP. The last thing

I need s for clients to let us know about problems and setbacks
in our training and procedures that we didn’t know about.

“With HSS Training, one call seems to solve everything.
They're very reliable, very good at what they do, and we'll
continue to put a lot of business their way for all these reasons.”

Celebrating exceptional colleagues across the HSS Hire

Group and our commitment to the community.

# Find out more at heroesofhire.com

Business Unit of the Month:
UK Platforms

‘HBP hired two MEWPS, deliveries were fast and
efcient. Repairs were arranged with no hassle.

Phil Carter was a big help, and often sent courtesy
emails and calls to ensure everything was okay with
hire. Highly recommended.

&
Branch Winner:
Gateshead
“Tony at the Gateshead store was lovely and very
helpful, we needed the goods the next day and it was

done with no hassle. Would defnitely use HSS again
for all our hire needs.

4

Business Unit Winner:
Reintec

‘Richard Wakeley our account manager and his
engineer Kevin are both very helpful and provide us
with an excellent service that can't be faulted. If all
our suppliers gave the same service we wouldn’'t
experience some of the problems we tend to get.
Well done and thank you.

Branch Winner:
Kenley

‘A straightforward and knowledgeable service
provided with a friendly attitude. Staf in the branch
had my hire ready to go and in good order. The
paperwork was simple and gives good information
with on/of hire dates. What else does a person hiring
plant need? Nothing.

Y
©

Customer Delighter of the Month:
Mark Carlton Hyde,
Driver at Wrexham

‘Delivery and collection were on time and the driver
was extremely helpful in ofoading the goods.

The tools were used for a charity project at Hope
House Children’s Hospice and they and all of the
Redrow Graduates are extremely grateful to HSS for
organising the equipment, many thanks.’

Business Unit Winner:
Lauren Keough, HSS OneCall

‘We had a complicated and multi-faceted order to
process with a quick turnaround required. Lauren
was extremely helpful and endeavoured to deliver
everything we required, as a result we are enjoying
a successful and efcient installation. Thank you
Lauren for your hard work.’
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Our Business in Action
Continued

Flexible, 24/7
support

When Arcus Facilities Management
took on the new cleaning contract for
all 51 Sainsbury’s stores in Scotland,
they faced a few big challenges.

Not least, the fact that a diferent
approach to cleaning required a new
24/7 operations schedule, adaptable
specialised equipment for Sainsbury’s
individually designed stores, and an
intensive training programme for

200 staf across 35 locations.

In one week, HSS Reintec made
it happen.

A dedicated team of trainers, the
supply and mobilisation of over

200 large and small scrubber dryers
and a follow up programme of daily
reporting, 24/7 call out support and
client feedback were all put in place
by Reintec.

But what really impresses facilities
specialist Derek Quinn is the fact
that no equipment capital costs
were involved.

006

“Amazing fexibility” is how Derek
describes it. “Reintec substituted

43 individual pieces of equipment for
us within the frst fve months of our
contract starting in October 2016.

“Because of the new demands of the
contract, and the individual nature

of Sainsbury’s stores, we needed

a constant supply of bespoke
equipment. Only Reintec were fexible
enough to ofer us this service.

“They replaced equipment within
24 hours when it wasn't suitable

for specifc locations and tasks.
And best of all, there were no capital
costs involved.

“They’ve been fantastic. And they
ofer great value for money!”

o0

We're cleaning all
Sainsbury’s stores

in Scotland with no
capital outlay on new
equipment. Reintec gave
us the fexibility to do it.

Derek Quinn in partnership
with Arcus

Carearg ut HEE Hirw

Award-winning
employer initiative
Celebrating exceptional colleagues across the HSS Hire

Group and our commitment to the community.
# Find out more at hsscareers.co.uk

Award-winning employer brand initiative

During 2016 we focused on enhancing colleague
engagement, completing a thorough rebrand of colleague-
facing materials to create a strong brand concept that
refects our values, and the opportunities we ofer.

Award-winning results

The new branding was introduced across our recruitment
materials including the careers website and social media
channels. We created new designs, photography

and dynamic content to illustrate what it’s like to work at
HSS. This was then extended to all applicable touch points
for our existing colleagues, including benefts literature
and internal communications materials. These pieces
help to inform colleagues of the benefts and progression
opportunities available to them. Our employer branding
won the Best Employer Brand Award at The Drum’s
Recruitment Business Awards 2016, ahead of national
companies such as Asda, Costa and House of Fraser.

Longer-term goals

The new branding will develop further throughout

2017, creating a recognisable look to all colleague-
facing materials. During early 2017 we have focused

on our female colleagues in the build-up to International
Women'’s Day on 8 March, highlighting the diversity

of our workforce, and the support, progression and
benefts we ofer female colleagues.
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Making
equipment
available
for a world
leader in rail
engineering

006

Atkins is, amongst their many other capabilities, a world
leader in rail engineering, maintaining and developing
current networks as well as implementing new projects.
Phil Johnston is a facilities manager for Atkins, working
in Cornwall on projects for Network Rail including vital
signalling renewal and level crossing engineering
improvements.

His take on HSS Hire is simple: “I use them because of the
quality of their kit, their service and the good relationships
I enjoy with my HSS contacts.”

Phil has come to rely on the availability of equipment
from HSS: “Atkins have a lot of the equipment | need, but
it's often in exactly the wrong place at the time | need it.
One call to HSS, and | normally get anything | order the
next day.”

This could include all kinds of drills, various types of
scafolding or storage facilities. But the one thing that Phil
singles out is the engineering standard of the equipment
HSS supply: “Usually brand new kit, but more importantly,
it's tested and reliable.

“I haven’'t been let down by untested kit with HSS, unlike
other suppliers | could mention, who might be a touch
cheaper, but don't have HSS’s commitment to quality.”

OO0

HSS supply us
with anything and
everything we
need to maintain
a rail network.

Phil Johnston
Atkins
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Our Business in Action
Continued

Our Refurb Centre
extending the life
of our kit

Opened in late 2015, our purpose-built 36,000 sq. ft.
refurbishment centre in Manchester provides an
innovative and industry leading approach to equipment
refurbishment and has signifcantly increased our
capacity to extend the life of machines and drive an
efcient use of capital.

The main items that we refurbish are boom lifts, scissor
lifts and larger generators. As a minimum we aim to extend
the useful life of every machine by at least fve years.

Working closely with our supplier partners and equipment
manufacturers, the major mechanical, electrical and
hydraulic components on equipment can be fully
overhauled, refurbished or replaced to manufacturer
approved specifcations, at a lower cost than buying a
brand-new machine. In addition to increasing our capital
efciency, this means that there is less wastage of raw
materials in machines.

Operated on manufacturing and production principles
with particular consideration for the environment, the
refurbishment centre is consistent with our declared
values of equipment safety, quality and sustainability
through engineering excellence.

Goodsin

Equipment collected or delivered from
the network is unloaded and undergoes
a basic function test to confrm no major
equipment issues.

2

Strip down and assessment
Engineers strip and assess the
equipment removing stickers and
parts whilst inspecting the electrical
and mechanical components to
confrm the work required to complete
refurbishment. Units are then moved
to a specialist external partner for
media blast (e.g. shot) and painting.

©

Scissor lift refurbishment

This area is specifcally for the
refurbishment of our scissor lift products
with major mechanical and electrical
components being refurbished or
replaced. Equipment includes hydraulic
lifting and trestles for safe and

6

Boom lift refurbishment

The engineering team complete
refurbishment and fnal assembly of our
Booms range in a dedicated area which
includes hydraulic hose preparation
and component cleaning equipment.

comfortable working.
Goods out Communications cell

Once fnal inspection is passed,
equipment is transported back to
acustomer depot and immediately
available for customer hire.

Thisis a colleague engagement

and team communications area for
operational performance review and
planning to support efective operations.
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oo
When you are in the business of building clean and controlled % ﬁ‘j
environments for leading biotech, electronics and healthcare 25
companies, the quality of your hired-in tools and equipment % é
is |mportarjt. As is the quality of the service you expect from If we have an % 4
your suppliers. i 4o 33
For Clair Bone, administration manager at York-based specialist urgen nee r
MSS Clean Technology, HSS scores highly on both points. spemahsed o
H )
The range and availability of the equipment Clair hires for equuoment, they I i
sites all over the UK is a top priority too. As is the fact that all move heaven and 2
the }(lt delivered to what will be high-tech, highly controlled earth to get it. %
environments needs to be safe, modern, clean and ) 2
well serviced. Clair Bone =
- . . . I ) MSS Clean Technology 2
A re ad I I The staf in our local HSS ofce are incredibly impressive. We
y run our sites nationwide using just them and the HSS national o
- I b I network they’re plugged into”, says Clair. She goes on: “They’re 2
aval a e ran g e extremely reliable and helpful, and if they say it can be done, it will £
. be done. §
Of eq U I pl I Ie nt “If  have to get hold of specialist equipment quickly, the HSS N
OnecCall service always seems to fnd it and deliver it whenever
and wherever it's needed. And if some of our staf need special
training in materials handling or site technology, HSS Training
simply steps in and supplies it. 2
[y
“Also, once equipment goes of-hire, it’s important to us that it’s 3
collected quickly. HSS take equipment of-site as and when the %
hire period is complete. They often make four or fve collection g
visits to a site in a week! That’s exceptional for an equipment hire e
company. But then, the service we get from HSS is exceptional.” 55
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Overhead lifting Power generation refurbishment

Overhead cranes have been installed to
enable the safe movement of heavy
equipment or components e.g. large
generator sets or the top section of
boom lifts within the refurbishment area.

This is a designated area for the
refurbishment of power generation
equipment and as such includes
dedicated facilities for engine build
and external extraction equipment.

0

Product staging

Equipment that comes back from
being painted is stored with the
associated parts and then fed into
the refurbishment production against
a weekly production schedule.

8

Finalinspection

Final inspection of equipment,
including operational testing, takes
place here. All refurbishment work
undertaken is recorded against each
piece of equipment’s asset record
for future reference.

®

Production planning

Daily management of all workshop
activity to include weekly production
schedule and product movement.

12

Visitor gallery
Location which gives visitors, such as

suppliers or colleagues, a bird’s eye view

of the entire centre allowing us to explain

the refurbishment process and the many
purpose-designed features in the facility.

|
We love the fact that
our customers and
colleagues fnd it very
difcult to tell the

diference between
new and fully

refurbished machines.

Michael Pearce
Refurbishment Engineer
Manager

Moving into a purpose-
built centre has enabled
us to design the layout
from scratch thereby
increasing our
efciency and doubling
our capacity.

Amy Jagger
Refurbishment Engineer
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Our Business in Action
Continued

Next day
delivery, around
the country

006

As a senior facilities and logistics manager with Atkins,
Mark Schofeld has no time to micromanage suppliers.
“m all around the country from day to day, setting up sites
for rail and infrastructure projects. My ofce is my car. HSS? They’re

“I get a list of requirement from my site managers — everything you’d
including drills, cutters, lifts, scafolding, generators, tand
shelter, fuel —and with one call to my main HSS contact expectand more.

in Cardif, | know it will be there. | can’t fault them at all.
“It's very rare that they can’t deliver the next day. I'venever ~ Mark Schofeld
been disappointed by them. Just in time’, “Where the Atkins

hammer hits the anvil' —however you want to put it, they
get the equipment to my sites, fully serviced, checked,
documented and working, right there at the point of
impact, whenit’s needed.”

Moving from Cornwall, to Kent, to Surrey to
Wolverhampton, Mark faces endless pressure to
come up with equipment nationwide. He cannot

praise HSS enough for their network and the availability
of their equipment — even noting that if they don’'t have
the exact gear, they’ll source an alternative — often
higher spec — but still supply it at the same price.

“They stand by their pricing.”

As Mark says, “When you're looking for honesty,
straight dealing, extremely good service and fexibility,
with HSS you're pushing at an open door.”
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Partnerships in the
UK and abroad

Blackrow Engineering are specialists in equipment for the food
processing industry.

For example, this Grimsby-based company makes and installs
the dual hot water jacketed pipes that keep Thornton’s Chocolate
liquid as it fows into moulds, the rice cookers for Kellogg’s cereal
products such as Rice Krispies, as well as the trial production lines
for Walkers Crisps.

But for Richard Hudson, Blackrow procurement manager, HSS Hire
is the really essential ingredient for his day-to-day operations.

“We use pretty much everything that HSS ofer. Power, safety gear,
extractors, powered access, general tools, cutters, lifting and high
access gear, plus small and large plant of all types. They’re our
one-stop shop for all hired in and specialist equipment.

“We install our machinery all over the UK. Their network helps
massively. Because wherever you're working on an installation, you
can stand outside the factory front door and more or less touch a
local HSS branch. We also use them for their partnerships abroad,
and they are very supportive of our overseas operations.

“I really rate their customer service and their extreme helpfulness.
They're very knowledgeable about their products, and keep me up
to date on what’s available to help our operations run as smoothly
and efciently as possible.

“They understand the pressures of our business. Their online
real-time ordering service is brilliant too — it takes away the stress
of hiring equipment for me. | have a very good relationship with my
HSS team, and we've developed a very good rapport. There’'s a
real interaction. It’s like dealing with really knowledgeable friends!”

00

The food industry is extremely
time-critical. HSS Hire keeps
our operations up to speed.

Richard Hudson Blackrow Engineering

Essential business
support

UK Platforms are the HSS powered access specialists. Working at
height is one of the most closely regulated and dangerous areas of
construction, and UK Platforms has one of the largest feets of safe,
fully serviced, and up to date lifts, booms, platforms and masts in
the UK.

For Martin Hannan, buyer at Ashford Cladding, UK Platforms are
simply an essential part of his business. He is completely reliant on
the range of equipment that UK Platforms supply — like many UK
industrial roofng and cladding sub-contractors, his company holds
little or no height access equipment itself.

“Their range of equipment is superb — up to 20 metres in height,
they can’'t be beat. They’ve got everything.

“We have nine jobs on the go at the moment. From the biggest job
we've ever done, a Waste to Energy site in Hull, that needs the
biggest scissor lifters and booms that we've ever had to deal with,
to smaller but still considerable jobs in Birmingham, Wetherby,
and Skegness.

“If we had to buy and service the access equipment for all of it we'd
have an inventory to rival UK Platforms themselves!’

When asked about the attitude and customer support he gets from
UK Platforms, Martin is a man of few, but telling words.

“Availability of equipment? Customer support? Value for money?
National network? All ten out of ten. Their speed of delivery is spot
on too, as is the relationship we have with our local UK Platform
reps and senior management.

“When we need powered access to work at height, whatever we
need and wherever it is, it's there when we need it.

“And that’s all that | can ask for.”

o0

| pick up the phone and it’s
there —you can’t get much

better than that.
Martin Hannan Ashford Cladding

006
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Financial Review

o

2016 was a year of signifcant
change, laying down the
foundations for improved
customer experience

and shareholder returns.

Paul Quested
Finance Director

Revenue Operating proft/(loss)
£342.4m (£2.7m)
2015; £312.3m 2015; £6.8m
Adjusted EBITDA Adjusted EBITA
£68.6m £20.5m
2015; £71.0m 2015; £20.3m

Adjusted EPS (diluted)

2.98p
2015: 3.20p

Reported EPS (basic and diluted)

(11.18p
2015: (9.86p)

Core LTM utilisation

0%
2015: 48%

Specialist LTM utilisation

/5%
2015: 76%

Overview

| am pleased to be writing my frst report

as Chief Financial Ofcer of HSS Hire Group
plc. 2016 has been a year of signifcant
change for the Group, setting up our new
operating model with central distribution
and engineering capability. The scale and
complexity of this change has required
considerable investment and impacted on
performance.

Since joining the business in August, | have
taken the opportunity to meet colleagues,
customers and suppliers. This has reinforced
that the changes made in 2016 and the early
part of 2017 will enhance and diferentiate our
customer service through greater availability.

Whilst performance in 2016 is not where it
should be, | remain confdent that leveraging
this investment in the future will deliver
improved sustainable returns.
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Financial highlights

Rental £262.8m £262.9m £179.4m  £1821m
Services £79.6m £49.5m £10.3m £6.1m
Group £342.4m £312.3m £189.7m £188.2m

£68.6m £71.0m £20.5m £20.3m

(E2.7m)

£6.8m

(2) Contribution is defned as revenue less cost of sales (excluding depreciation and exceptional items), distribution costs and directly attributable costs (for each segment).
(2) These measures are not reported on a segmental basis because branch and selling costs, central costs and exceptional items (non-fnance) are allocated centrally rather

than to each reportable segment.

Revenue

Group revenue grew 9.6% to £342.4m (2015:
£312.3m) signifcantly ahead of the UK tool
and equipment hire market growth rate of
2.8% for 2016 as estimated by the ERA.

The main drivers of this result were:

- Continued strong growth in our Services
revenues, up 60.8% year on year to
£79.6m, mainly driven by performance
in our rehire business, HSS OneCall,
complemented with the continued
development of our HSS Training business;

- Signifcant increases in revenues from Key
Account customers, both new and existing,
with headline revenues of £148.1m, 43.9%
higher than in 2015. This includes revenue
from a number of new customers including
Amey; and

- Rental and related revenues remained
broadly fat, with growth amongst our
specialist brands, whilst small and
mid-sized customers of our core rental
ofering in particular were impacted
through the second half of the year by
the operational changes implemented.

Revenue and revenue growth is one of our
KPIs (see pages 10 and 11) as, combined with
estimates of market size and growth rates,

it provides us with a measure of our evolving
market share. Pleasingly we continued to
grow revenues at a faster rate than the UK tool
and equipment hire market, suggesting that
we continued to increase our market share.

As detailed in the Chief Executive Ofcer’s
Review, one of our three strategic objectives is
to win new, and deepen existing, customer
relationships. The simplest way to measure
this is to review our average spend (revenue)
per account customer. In 2016 average spend

per account customer increased to £8.7k
(from £8.1k in 2015), largely driven by strong
growth in our Key Account customers,
particularly new customers, during the year.
This is one of our KPIs (see pages 10 and 11).

Segmental performance

Rental (and related revenues)

Our Rental revenues were fat year on year
at £262.9m (FY15: £262.8m) and accounted
for 76.8% of Group revenue (FY15: 84.2%).
Performance in the second half of the year,
particularly amongst our small and medium
customers in England and Wales, was
afected by the implementation of our

new operating model.

Contribution, defned as revenue less cost of
sales (excluding depreciation and exceptional
items), distribution costs and directly
attributable costs of £179.4m was 1.5% lower
year onyear (FY15: £1821m) refecting the
change in revenue mix and growth in costs
as we worked through the implementation

of our new operating model.

LTM core utilisation improved to 50% (2015:
48%) and LTM specialist brand utilisation
remained in the mid 70s at 75% (2015: 76%).
These are both KPIs (see pages 10 and 11).
Our utilisation rates remain at the top end of
the industry range, with the performance of
the core business being particularly pleasing
given the seasonal nature of some kit and the
availability issues in the second half.

Inearly Q1 17 we put in place sales plans

to win back customers impacted by our
operational changes and to reinvigorate and
drive proftable growth amongst the smaller
and regional accounts. This has included
adding to our senior management team with
the appointment of a Chief Commercial
Ofcer to drive these initiatives.

Services

Services revenues increased 60.8% to
£79.6m (FY15: £49.5m) and accounted for
23.2% (FY15: 15.8%) of Group revenues.
This was principally due to strong growth in
HSS OneCall, but also due to the continued
development of HSS Training. Our Services
revenues benefted from existing and new
Key Account contracts where our one-
stop-shop ofering has provided clear
market diferentiation.

Contribution from Services grew 68.2%
t0 £10.3m (FY15: £6.1m), slightly ahead of
the revenue growth rate, refecting margin
improvement achieved using the existing
teams and infrastructure to support
increased levels of activity.

Costs

Our cost analysis set out below ison a
reported basis and therefore includes
exceptional investment associated with

our operating model change. Year on year
variances driven by such costs are identifed
in the commentary. Our cost of sales
increased by £24.3m (20.1%) during the year
to £145.2m, mainly refecting the growth in
our Services revenues (principally HSS
OneCall and HSS Training) and the associated
third-party supply costs incurred to support

this activity, together with £3.4m of exceptional

costs relating to the implementation of the
new operating model: £1.8m of NDEC parallel
running and a £1.6m write down of resale
stock. As part of the NDEC set-up and branch
and distribution centre closures, inventory
held for sale has been centralised into fewer
locations. Based on the excess quantity and
age profle of the consolidated inventory and
adecision to streamline certain stock ranges,
estimated future sales value is deemed to be
lower than cost. Accordingly an impairment of
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Continued

£0.9m has been recognised within cost of
sales. In addition, stock losses arising from the
centralisation of resale stock and associated
branch and distribution centre closures
amounted to £0.6m which is also included
within cost of sales.

Our distribution costs increased by £3.8m
(9.1%) from £41.3m to £45.1m. This is largely
due to the increased transport wages and
vehicle related costs driven by the phasing in
of the NDEC alongside the existing distribution
network through 2016. Distribution costs

in FY16 include £1.3m of exceptional costs
relating to the NDEC, £1.1m of which relates

to parallel running costs prior to Q4, and
£0.2m of which relates to redundancy costs.
As reported in our trading update in November
2016, as we intentionally delayed the
implementation of the new centralised
operating model in Scotland to Q1 17.

Our administrative expenses grew

£11.8m (8.2%) to £156.0m. Exceptional costs
accounted for a £13.5m increase: £7.0m relate
to the NDEC, with parallel running costs and
project management, design and set-up
costs accounting for the majority at £4.1m
and £2.6m respectively; £4.5m relates to the
recognition of onerous lease provisions in
relation to branches closed during the current
and previous years. These provisions
represent the discounted value of future rent
payments on properties we are not trading
from until lease expiry; and £1.6m relates to
the cost of implementing the cost reduction
plan during the year, moving to anew
divisional structure. Growth in administration
costs was slightly reduced as a result of cost
savings identifed and implemented through
the year.

Adjusted EBITDA and Adjusted EBITA
Our Adjusted EBITDA for 2016 was £68.6m,
3.4% lower than in FY15 (£71.0m) refecting the
mix of revenue and costs of the new network
from Q4, before the right sizing of the old
network takes place to mitigate this increase.
As a result, combined with the growth

in group revenue, the Group’s Adjusted
EBITDA margin for FY16 was 20.0% (FY15:
22.7%). Adjusted EBITDA and margin are
included in our KPlIs (see pages 10 and 11).

Our Adjusted EBITA grew 1.0% to £20.5m
(FY15: £20.3m). The smallincrease year on
year refects the positive contribution of our
Services revenue growth ofset by the parallel
running costs of the network in the fnal
quarter of 2016 at the point that these were
no longer classed as exceptional. The
Group’s resulting Adjusted EBITA margin
was 6.0% (FY15: 6.5%). Adjusted EBITA and
margin are included in our KPIs (see pages
10and 11).

Other operating income

Other operating income refects the income
received from the subletting of non-trading
stores. This increased by £0.3m year on year
as the portfolio of non-trading stores fully

or partially sublet continued to evolve. We
continually assess our portfolio to identify
revenue opportunities or to pursue attractive
lease surrender opportunities as and when
they arise.

Operating proft/(loss)

Our operating proft decreased by £9.5m,
from a £6.8m proftin FY15to a £2.7mloss
inFY16. The £8.5m growth in non-fnance
exceptional costs, to £17.0m (FY15: £8.5m),
accounts for the majority of this decline.

Finance costs

Net fnance expense (fnance expenses less
fnance income) reduced £6.0m year on year
to £14.7m (FY15: £20.7m). This reduction
principally refects the impact of the IPO and
partial repayment of the senior secured notes
in February 2015 and the associated £4.3m
early redemption premium paid on the senior
secured notes in 2015. The IPO resulted in the
conversion of investor loan notes into equity,
reducing the interest cost by £0.9m year on
year and the partial redemption of the senior
secured notes resulted in a £1.9m decrease
in debt issue costs and a £0.4m decrease in
interest from 2015 to 2016. Drawings on our
RCF and fnance leases increased during

the year to fnance the investment in the

new operating model and this led to a small
increase in the amount of interest payable

on both.

Taxation

The Group generated a net tax credit of £0.1m
in 2016 compared with a tax expense of
£0.4min 2015. The net tax creditin FY16
refects a tax charge for the Irish part of the
business and a release of deferred tax liability
relating to intangible assets caused by
announced future reductions to the main rate
of UK corporation tax. The FY15 tax charge
principally refected an Irish tax charge and
release of a deferred tax asset in respect of the
utilisation of prior year tax losses.

Reported and adjusted earnings

per share

QOur basic and diluted reported loss per share
increased to 11.18p (FY15: 9.86p). This was
due to the larger loss generated in the year,
partially ofset by an increase in the weighted
average number of shares from 144.5m to
155.1m shares. As a result of the placing
completed in December 2016 the weighted
average number of shares in issue will
increase in FY17.

Our basic adjusted earnings per share, being
proft before amortisation and exceptional
costs less tax at the prevailing rate of
corporation tax divided by the weighted
average number of shares, decreased from
3.20pin FY15102.98pin FY16. Our diluted
adjusted earnings per share, calculated in

the same manner as basic adjusted earnings
per share, but with the weighted average
number of shares increased to refect LTIP
and Sharesave options, decreased from
3.20pinFY15t0 2.94pin FY16. These refect
Adjusted EBITA growth and the broadly fat net
fnance costs in each period (pre exceptional
fnance costs) which was partially ofset by
the increase in the weighted average number
of shares year on year. Adjusted EPS (diluted)
is one of our KPIs (see pages 10 and 11) and is
also used to assess Executive Director
remuneration (see page 54).

Capital expenditure

Fixed asset additions in the year (excluding
any assets acquired on acquisition) were
£42.4m, a £41.6m or 49.5% decline year on
year. Within this £27.3m was spent on hire
feet (2015: £65.0m) refecting the managed
reduction of spend in these areas after two
years of signifcant expenditure. The remaining
£15.1m was spent on non-hire additions
(land, buildings, plant and machinery)

(2015: £19.0m). The changes to the Group’s
operating model implemented through 2016
and the actions and initiatives underway in
Q1 17 are designed to promote and support
enhanced capital and operational efFciency
across the Group. Executed efectively, this
should require lower levels of growth capital
expenditure to support further revenue
growth, although this will vary depending

on the evolution of the Group’s revenue mix
and the asset categories which are being
purchased. Fleet investment is one of our
KPls (see pages 10 and 11).

Return on Capital Employed (ROCE)
Our ROCE for FY16 was 9.7% compared
with 11.2% for FY15. ROCE is calculated as
Adjusted EBITA divided by the total of average
total assets (excluding intangible assets and
cash) less average current liabilities (excluding
current debt items). Whilst we grew Adjusted
EBITA 1.0% year on year, the average capital
employed by the Group increased 16.8%
from the level calculated at the end of 2015,
principally refecting the full-year impact of
signifcant fxed asset additions in FY15.

This is one of our KPIs (see pages 10 and 11)
and is also used to assess Executive Director
remuneration (see page 54).

Cash generated from/utilised in
operations

Cash generated from operations was £26.6m
for FY16, an increase of £34.0m over the prior
year (FY15: £7.4m cash utilised in operations).
This refects the planned reduction in hire
feet asset capital expenditure and the lower
associated cash settlement compared

with FY15.
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The changes to the
Group’s operating model
implemented through
2016 and the actions
and initiatives underway
in Q1 17 are designed to
promote and support
enhanced capital and
operational efciency
across the Group.

Leverage and net debt

Net debt (stated gross of issue costs)
increased by £1.3m to £219.4m (FY15:
£218.1m). This small increase refects the
signifcant investment in the new operating
model during 2016 ofset by the c. £13m
equity placing completed in December 2016.
As at 31 December 2016 the Group had
access to £42.2 million of combined liquidity
from available cash and undrawn committed
borrowing facilities. Our leverage, calculated
as net debt divided by Adjusted EBITDA,
increased marginally from 3.1xin FY15 to 3.2x
at the end of FY16. This was primarily due to
the lower Adjusted EBITDA generated in FY16.
Leverage or Net Debt Ratio is one of our KPIs
(see pages 10 and 11) and is also used to
assess Executive Director remuneration

(see page 54).

Use of alternative performance
measures to assess

and monitor performance

In addition to the statutory fgures reported

in accordance with IFRS, we use alternative
performance measures or (APMs) to assess
the Group’s ongoing performance. The main
APMs we use are Adjusted EBITDA, Adjusted
EBITA, Adjusted proft before tax, Adjusted
earnings per share, leverage (or Net Debt
Ratio) and ROCE, all of which are included in
our key performance indicators as set out on
pages 10 and 11.

We believe that Adjusted EBITDA, a widely
used and reported metric amongst listed
and private companies, presents a ‘cleaner’
view of the Group’s operating proftability in
each year by excluding exceptional costs
associated with non-recurring projects or
events, fnance costs, tax charges and
non-cash accounting elements such as
depreciation and amortisation.

Since our IPO we have listened to feedback
from analysts and investors who tend to
assess our operating proftability using

the Adjusted EBITA metric, which treats
depreciation charges as an operating cost to
refect the capital intensive nature of the sector
in which we operate. This metric is used to
calculate any annual bonuses payable to
Executive Directors.

Analysts and investors also assess our
earnings per share using an Adjusted earnings
per share measure, calculated by dividing

an adjusted proft after tax by the weighted
average number of shares inissue over the
period. This approach aims to show the
implied underlying earnings of the Group.
The Adjusted proft before tax fgure
comprises the reported loss before tax

of the business with amortisation and
exceptional costs added back. This amount
is then reduced by an illustrative tax charge
at the prevailing rate of corporation tax
(currently 20%) to give an adjusted proft
after tax. Adjusted earnings per share is
used as a performance metric for the vesting
of LTIP awards.

The calculation of Adjusted EBITDA and
Adjusted EBITA can vary between companies,
and a reconciliation of Adjusted EBITDA

and Adjusted EBITA to operating proft/(loss)
and Adjusted proft before tax to loss before
tax is provided on the face of the Group’s
income statement on page 72. A reconciliation
of reported loss per share to Adjusted
earnings per share is provided in note 10

of the accounts.

In accordance with broader market practice
we comment on the amount of net debt

in the business by reference to leverage

(or Net Debt Ratio), which is the multiple

of our Adjusted EBITDA that the net debt
represents. This metric is also used in the
calculation of any annual bonuses payable
to Executive Directors.

We use ROCE to assess the return (the
Adjusted EBITA) that we generate on the
average tangible fxed assets and average
working capital employed in each year.
We exclude all elements of net debt from
this calculation. This metric is also used
as a performance metric for the vesting

of LTIP awards.

Paul Quested
Chief Financial Ofcer
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Principal Risks
and Uncertainties

Managing risk

The Board sets the strategic priorities for the Group, the KPIs and
performance monitoring relating to these priorities, and establishes
the risk appetite.

Overall responsibility for the Group’s risk management lies with the
Chief Executive Ofcer (CEO) and Chief Financial Ofcer (CFO), who
have ownership of risk in reporting to the Board of Directors.

The Group then manages its risk through a group risk register which
is maintained by the Risk and Assurance Director. This is subject to
regular quarterly review by the Audit Committee, where changes to
the risk landscape, risk ratings (regarding likelihood and impact) and
assurance activity are documented.

Arisk-based internal audit programme is in place to ensure assurance
activity is targeted at key risk areas, as identifed below. Risk-based

assurance work is then reported to the Audit Committee on a quarterly

basis for review. In addition the Risk and Assurance Director reports to
the Executive Board and the senior management team on a monthly
basis to review the fndings of risk-based assurance activity and
investigation, provided by the Internal Audit and Health, Safety,
Environment and Quality (HSEQ) teams.

2016 risk management developments

Through 2016 the Group has continued to improve its
approach to the management of risk, with the following
developments:

- increased cross-working and improved sharing of
information across the assurance teams, including
Investigation Team expertise in relevant HSEQ issues
and closer working between the assurance and HSEQ
functions on external accreditation for the business;

- development and review of the potential fnancial impact
of key risks;

- introduction of risk trend analysis;

- further development of controlled risk self-assessment
(CRSA), consolidating the branch-based assurance
activity and establishing reporting summaries;

- development of automated reports to improve
information and identify emerging risk; examples include
HSEQ where trends in geographical or practice-based
incidents are identifed, and automated reports where
unusual transactional patterns are identifed to highlight
potential areas for investigation; and

- increased communication with industry peers and
police to share information and reduce fraud across
the hire industry.

Principal risks and strategy

The Board has carried out a robust assessment of the principal
fnancial and operating risks facing the Group, based on its three
strategic priorities, which are: to optimise our branch and distribution
network; to deepen our customer relationships and win new
accounts; and the continued development and growth of our
specialist businesses.

These risks, how they have changed and how they are mitigated are
shown in the table opposite.

The Board has identifed fve key strategic enablers which underpin
the achievement of these strategic priorities. These are as follows:

Ensure safe, sustainable working environments for

0 colleagues and customers

2 Deliver value and quality to our customers

' Focus on proftability and growth

& Drive availability and operational efciency

i Investinour colleagues

2017 planned improvements
to risk management process

The Group will continue to develop its risk
management process with the following:

- the Risk and Assurance Director holding regular
one-to-one sessions with the executive
management team to continually improve the
risk management culture across the Group;

- increased training to improve the ownership
of risk at executive Board level; and

- improvements in the monitoring of risk and
identifcation of risk trends by enhancing
measurable indicators on the key risks.
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Key risks Strategic  Description and impact Mitigation Risk change
enabler
. [l An economic downturn in the UK and Ireland ~ The Group focuses on the “ft-out, maintain @
Macroeconomic . may adversely afect the Group’s revenue and  and operate’ markets, which are less oronsed
conditions G operating results by decreasing the demand ~ cyclical, less discretionary and have a larger due to market
for its services and the prices it may charge. proportion of recurring spend than tge new- Tr?c Qcti;rs]ttryv
. build construction sector. While the Group '
The Bre>l<|t referenqum rgsult has (;aused is not isolated from the construction sector, caused by Brext
economic uncertainty with potential short- it focuses on the non-construction portion
term and ang-term efect§ on demand for of the market, with specifc exposure in the
services within the Group’s industry and tacilt : X
broad customer base. acilities management, retail, commmercial
ft-out, property, utilities and waste,
infrastructure and energy services markets.

. Ll The Group’s industry is highly competitive, The Group is ranked number two in its main @
Competitor 5 and competition may increase. The equipment - markets and the resulting economies of scale | "o eq
challenge " industry is highly fragmented, with enable it to be highly competitive, whilst the ¢

competitors ranging from national equipment  fragmented nature of the market may ofer

rental companies to smaller multi-regional consolidation opportunities enabling the

companies and small, independent businesses continued growth of the specialist

operating in a limited number of locations. businesses within the Group.

Competition in the market has led to frequent The Group's highly developed distribution

excess capacity and resultant pricing pressure. service model provides improved customer
availability and increases the efciency of
its operations.

. [l The provision of the Group’s expected The Group established a National Distribution a
Operational = service levels depends on its ability to and Engineering Centre (NDEC) in 2016 norensed in
disruption o transport its hire feet across its network which provides distribution of a number of 2016 during the

in a timely and cost-efective manner and key fast-moving products to the Customer transition to, and
on the successful operation of its distribution  Distrioution Centres (CDCs) and Branch R
centres and Branch Network. Network. There is fexibility built in below operating model.
this where CDCs can service the Group’s rggtczxﬁe%ﬁg ;08
customers if failure occurs. operating model
is refned.
. oy The Group requires an IT system that is The current IT system has been fully reviewed @
ITinfrastructure 6 appropriately resourced to support the to ensure that it is the best possible option Unchanaed
. business, managing the growing network to optimise the success of the Group’s ¢
and successful assimilation of any acquisitions.  strategy. This review also included assurance
Any IT systems malfunction or disruption at the ;ﬁ;ﬁﬁs;dpegoﬂ?ﬁg?ﬁfﬂ%ﬁ ;&s&groe
NDEC, any of the Group’s CDCs or ofces may Y ’
impact on the ability to manage its operations  Disaster recovery tests are carried out on
and distribute its hire feet to service its a regular basis including with our third-party
customers, afecting revenue and reputation. partners who run the NDEC.
A cyber security attack on the business Firewalls are in place to protect against
systems could lead to a potential loss of malicious attempts to penetrate the IT
confdential information and disrupt the environment. Penetration testing is carried
business’ transactions with customers out on a regular basis to detect weaknesses
and suppliers. inour IT and cyber security. Ongoing
investment takes place to ensure our
mitigating actions are updated to respond to
the changing sophistication of cyber attacks.
© Some of the Group’s customers may have The Group runs extensive credit checking @
Customer liquidity issues and ultimately may not be able  for its account customers and maintains Unchanoed
credit/ Supplier 4 o fulfl the terms of their rental agreements with  strict credit control over its diversifed ¢
payment the Group. Bad debts and credit losses can customer base.

also arise due to service issues or fraud.

Unauthorised, incorrect or fraudulent payments
could be made, leading to fnancial loss or
delays in payment which could adversely afect
the relationship with suppliers and lead to a
disruption in supply.

The Group’s investigation team conducts
proactive and reactive work in order to
minimise the Group’s exposure to fraud,
and all new staf are provided with training
in this area.

Payments and amendments should only
be made in line with a regularly reviewed
authorisation matrix.
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Principal Risks and

Uncertainties Continued
Key risks Strategic  Description and impact Mitigation Risk change
enabler
) g The reliable supply of safe and good-quality The Group makes every efort to evaluate its e
Equipment supply, ul equipment is critical for delivering our customer - counterparties prior to entering into signifcant | . = .
maintenance & : promise; unavailable or unreliable equipment  procurement contracts and seeks to maintain 2016 during the
availability ©&  canreduce potential revenue and drive arange of suppliers. tranTiﬂon T?yt?nd
o . . Implementation
additional costs into the business. The changes to the Group’s operating model  phase of, the geYv
The Group is dependent on its relationships  during the year, principally the opening of B o
with key suppliers to obtain equipment and the new NDEC, are designed to increase the  reduce in 2017 as
other services on acceptable terms. Any efciency and efectiveness of the Group’s Opeira:'”f% ”gdee'
disruption in supply could afect its ability to supply chain to ensure appropriate service s retned.
provide its customers with expected service standards are provided to its customers.
levels, increasing the risk of lost customers The 2017 feet plan is based on improving
or reduced trading levels. the availability of products, by efciently
The changes in the operating model impacted In;t?z?rr\]g tzgc?rlir\]/set dr%rptggis"ttrable demand
the availability of supply during implementation. P P Y-
23 A decline in the Group’s customer service The Group has developed extensive plans @
Customer o levels could result in a loss of customers as part of its regular planning process to Inerensed in
retentionand : and market share. The Group’s business improve availability, fexibility in service and 2016 during the
brand reputation i depends on strong brands and any failure delivery to promise, post the implementation tranTiﬂon T?t?nd
Implementation

to maintain, protect and enhance its brands
could have an adverse efect on its ability to
grow the business.

of the new operating model and on an
ongoing basis. Service levels are tracked
via the Group’s innovative Customer
Delight programme.

The Group invests substantially in areas
such as marketing, community relations
and colleague training, aimed at delivering
the highest standards of customer service
and colleague engagement.

The Group actively engages in print and
online advertisements, targeted promotional
mailings and email communications, and
engages on a regular basis in public relations
and sponsorship activities to promote its
brands and its business.

phase of, the new

operating model.

Risk expected to

reduce in 2017 as

operating model
is refned.
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Key risks Strategic  Description and impact Mitigation Risk change
enabler
. 0 The Group outsources certain activities of its ~ Outsourcing of services by the Group is @
Outsourcing business to third parties, with the NDEC being  subject to stringent procurement and service | =
of services the most signifcant. criteria and all contracts are subject to 2016 during the
< If any third parties become unable or refuse demanding ser\{ioe level agreements which t;"igslgﬁgr:?atlagr?
© to fulfl their obligations, or violate laws or are closely monitored and enforced. phase of, the new
regulations, there could be a negative impact  Performance and quality metrics and KPIs  pperaind Tiedel
on the Group’s operations or it could lead to are tracked throughout the life of contracts. reduce in 2017 as
adverse publicity and a decline in demand. operating model
is refned.
Inability to repair equipment will afect the ability
to manage demand, afecting revenue and
increasing costs of re-investment in equipment.

. al Turnover of members of the Group’s The Group has established and maintains @
Inability to < management and colleagues and its ability competitive pay and beneft packages, as Unchanaed
attractand ®  {o attract and retain key personnel may afect  well as the right working environment for ¢
retain personnel its ability to eFciently manage its business its colleagues. Training will be provided

and execute its strategy. within branches of excellence whilst
the Training Academy facility provides
development training for management,
a process that is mirrored at more senior
management levels by various tailored
development programmes.
The Group supports personal
development with the provision of
appropriate training courses.
A colleague survey was undertaken and
reported in 2016; this covered a wide
range of subjects considered important
to colleague satisfaction.
0 Failure to comply with laws or regulation, such  Robust governance within the Group, @
Legaland as the Companies Act, accounting regulations,  including a strong fnancial structure, with Unchanded
regulatory 4 health and safety law, Bribery Act or Road adequate assurance provision from internal ¢

requirements

Trafc Act, leading to material misstatement
and potential legal, fnancial and reputational
liabilities for non-compliance.

and external audit. Additional assurance
and support is provided by a fully skilled
HSEQ team and an internal group
investigation team.
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Corporate
Responsibility

1

- Economic performance
and governance

A responsible company generates and shares
wealth in order to perform for its stakeholders
—delivering a fnancial return for shareholders

¢ as well as ensuring continuity of supply

i and support for its customers and secure
employment and development for its
colleagues. As this Report details, HSS
generated revenues of £342.4m which
was shared as represented in the pie chart
amongst the various stakeholders in our

¢ business including our suppliers and their own

¢ supply chains, our colleagues and investors,
the government and our local communities
as well as a retained element to help fund
future investment and growth.

: Sharing of economic value
: - @ Operating costs
Employee

remuneration

@ Payments to/
(credits from) the
tax authorities

(O Payments to providers

As a large national company, we are aware that
we have responsibilities to our customers, our
colleagues and our local communities as well as L y of capital
. to the wider economy and the environment. We build | S Feonomic value
- on the sustainable nature of our business model with 1
an equally responsible approach to how we conduct

our business activities, both inside and outside of We operate with integrity and transparency to
ensure the highest levels of environmental and

our organisation. social governance with a strong management

- Our primary responsibility is, always, safety — of our - eamand robus! governance siielures n

: . ¢ place. VWe WOrk 10 —and are audited against —

: Colleagues, our Cu,StomerS and of th,e equment ¢ anumber of external accreditations, including
we hire —and makmg sure thqt HSS is a safe place the new British ISO standards for health and
for people to work in and to hire from. We are safety and the environment. We are Safe Hire
also focused on ensuring that we operate with aocreciea and members of the Biilisn Safety

) ) . . ouncil and Considerate Constructors

: transparency arjd integrity and on Q'e“Ve””g a i Scheme. We hold Investors in People status

: sound economic peerrmance whilst reducmg - as wellas FORS Gold Accreditation for our
our impact on the environment, supporting our commercial vehicle feet.
colleagues and our customers and playing a Full details of our corporate governance are
positive role in our local communities. set outin pages 38 to 65 of this Report.

~

¢ ™Y, INVESTORS
Y, IN PEOPLE

=t

Our full Corporate Responsibility Report is published at
www.hsshiregroup.com/corporate-responsibility and the
following pages summarise our activities and achievements.

N
BN Member

N
BRITISH SAFETY COUNCIL

38
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2

- Supporting our customers

¢ Being a responsible company includes
recognising that we are an integral part

of our customers’ supply chains and taking

: aresponsible approach to the way we work

¢ with them and the service we deliver to them.
¢ We provide a customer experience that

- focuses on the things they told us matter most

: —safety, value, availability and support —and
we measure customer feedback on a daily
basis to ensure continual improvement. In

i 2016, we were delighted to have achieved

i our highest ever NPS customer satisfaction
i score of 42.

i NPS score

i (2015:36)

3

- Reducing environmental ee
. impact through our &2
: R = 7))
product lifecycle )
3n
i We recognise that there are environmental § o
i and social impacts at every stage of the ®3
¢ product lifecycles of all the equipment in our

. feet so we are committed to a responsible o
i approach in the way that we purchase and =
dispose of this equipment, as well as to 3
extending the life of kit and reducing product 3
i waste. Our innovative, purpose-built %
¢ refurbishment centre has provided the g
¢ capacity for us to signifcantly increase =
: our previous refurbishment capability and @
i in 2016, we aimost doubled our refurbishment o
activity from a previous annual average of o)
: 315 units to 526 machines. g
: 2
{ 8

: machines

refurbished
through centre

ul
>
2
=3
[
3
S
3
3
2
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Corporate Responsibility
Continued

4

- Reducing environmental
impact though our operations

¢ We also work responsibly to limit any negative
i environmental impact that arises from our
day-to-day business operations. As well
as developing efciency and efectiveness
throughout our operations to optimise

our branch and distribution networks,

i we also drive energy efciency within our

i built environment too. We work to —and

: are accredited against — recognised
environmental standards and work hard
to regulate our use of natural resources,
reduce polluting emissions and minimise
waste. In 2016 we reduced our Group

i energy consumption by aimost 12%.

i HSSis fully compliant with both ESOS

and CRC reporting. In 2016 we commenced
reporting to level 3 Carbon Disclosure
Protocols and continue to be committed

to attaining ISO 50001 accreditation by

i 2018, including full International Performance
: Measurement and Verifcation Protocol
compliance.

Greenhouse Gas Emissions

The Group reports on all of the emission
sources required under the Large and
Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008
as amended in 2013. We use GHG Protocol
Corporate Accounting and Reporting
Standard data gathered to fulfl the reporting
requirements under the CRC Energy efciency
scheme and DEFRA conversion factors to
calculate all building and transport emissions
within the three reporting scopes:

- all direct greenhouse gas emissions from
sources owned or controlled by the
Company;

- indirect greenhouse gas emissions from
the consumption of purchased electricity,
heat or steam; and

- other indirect emissions; here we report
business travel.

Unless otherwise stated all data is provided
for the period 1 April 2015 to 31 March 2016.
This reporting period does not cover the same
period covered by the Financial Statements,
but has been adopted to allow the majority of
data used to be actual recorded data rather
than estimated consumption.

The total emissions produced by the
Group during this period was 28,116 TCO,
(2015: 21,972).

ESOS

The UK Government established ESOS

(the Energy Savings Opportunity Scheme) to
implement Article 8 (4 to 6) of the EU Energy
Efciency Directive (2012/27/EU). The ESOS
Regulations 2014 give efect to the scheme
and the Environment Agency is the UK
scheme administrator. ESOS is a mandatory
energy assessment scheme for organisations
in the UK that meet the qualifcation criteria.
The Group was required to carry out an
ESOS assessment in 2016, undertaken by
our energy and environmental consultants
Maloney Associates. It included a full review
of the energy use throughout our portfolio
and transport feet.

In March 2016 the Group was selected by the
Environmental Agency for an external audit of
ESOS compliance and it was confrmed that
we had conducted the review and produced
reports to an exceptionally high standard.

69 kWh/m?

Group electricity usage (2015: 78 KWh/m?)

36 68%

carbon emissions commercial waste
per m? diverted from landfll
(2015: 43) (2015: 67%)

2016 2015

"""""""""""""""""""""""""""""" Conversion Emissions Conversion  Emissions

Consumption factor (TCO,) Consumption factor (TCO,)
Scope 1 emissions ”
Fuel combustion 2,515,448 kWh 0.18407 480 931,100 KWh  0.184557 181
Company vehicles 4,956,014 litres 2.5839 12,829 5,243,586 litres 2.5839 13,549
Leeds bunkered diesel 209,000 litres 2.5839 540 196,822 litres 2.6024 509
Fugitive emissions 1,797 litres  0.21468 0.4 7,727 litres 2.6024 20
Scope 2 emissions
Purchased electricity 14,127,033 kWh  0.49636 7,012 14,917,614 kWh  0.49023 7,313
Scope 3 emissions
Business travel* 24,355,118 miles  0.293416 7,794  3,045916 miles 0.289469 909
Total greenhouse
gas emissions 28,116 21,972

The methodologies used to calculate the information in the greenhouse gas emissions table are

set out in the table.

Emission category Methodology

Fuel combustions (gas data ~ Based on CRC s
for HSS building portfolio)

Based on CRC statements provided by gas suppliers for the period
1 April 2015 to 31 March 2016.

Company vehicle emissions

Collated using data from fuel card provider and direct purchase

records for cars and commercial vehicles in litres converted according

to Defra guidelines.

Leeds bunkered fuel

Collated with the use of internal purchase order records converted

according to Defra guidelines.

Fugitive emissions

Collated with the use of internal purchase order records converted

according to Defra guidelines.

Purchased electricity
(for HSS building portfolio)

Based on CRC statements provided by electricity suppliers for the
period 1 April 2015 to 31 March 2016.

Business travel
to Defra guidelines.

Collated from expensed mileage claims and converted according

*The business mileage reporting approach was improved during the year resulting in the capture of more business
mileage than reported in 2015. Due to the way the data is collected it is not possible to restate the 2015 mileage.
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- Colleagues

: Central to the delivery of our business plan—

; and ultimately to our success —is our people.
i I'sthe people that really make HSS so we

: want to make sure that we have a diverse
workforce, representative of the communities
in which we operate and that they are happy
at work with the knowledge and support they
i need in order to deliver the best possible

i service to our customers. We put their safety
i frst, provide for and protect their wellbeing
and invest in their training and development
to ensure that they are both appropriately
skilled and motivated. In 2016 we were
pleased to see a 17% reduction in RIDDOR
occurrences and we kept our training days

i per colleague almost level at 4.1 days per

i colleague and 59% of managerial
appointments were given to internal
candidates, an increase of almost 44%.

We also extended our colleague engagement
i survey to all areas of the business and were

i delighted with the feedback.

i Asat 31 December 2016, 512 (17%) of all of
our employees were female, an improvement
of 13% from the level of 15% reported in
2015 but we recognise that we would like to
i develop this further still. At the Board level,

© one Non-Executive Director was female

. (representing 20% of the Board) and at the

: senior management level (excluding Board
members) 11 were female (14%). In both
Board and senior manager positions we
have improved from 2015 when we had

¢ ratios of 14% and 13% respectively.

040 41

RIDDOR training days
(2015:0.48) per colleague
: (2015: 4.3 days)
59% 17%
management women
promotions (2015: 15%)
(2015: 41%)
67%
colleague
engagement score

6

Communities

i Asalocal business with a national presence,
¢ we're aware of the role we play in the

i communities in which we operate and take

i aproactive approach to engaging with,

respecting and becoming part of our local
communities. Our long-running Heroes of
Hire programme provides a platform for us to

i share our skills, expertise and resources within
i those communities by volunteering on build
: and refurbishment projects and we support

charitable initiatives by ofering a discount
and holding fundraising events. In 2016 our
community activity was extended to include
an emphasis on training and support for

i employment skills. We also joined the London
Benchmarking Group to more formally record
: and report our activity in these areas.

1,000

hours’ work
experience

v

- Our commitments
- Weare pleased to report our progress against our long-term targets

50%

charity discount

Focus area 2018 target Measured by Current position
HSE Consistent year on year Weekly accident reporting 0.40
Q reduction in RIDDOR for executive team (2015: 0.48)
frequency ratio (2014: 0.50)
People 5.0 training days per CITB Grant and internally 4.1 days
p colleague per year audited training days (2015: 4.3 days)
A workforce that is 75% % internal promotions 59%
promoted from within Female % of workforce (2015: 41%)
and 33% women 17%
(2015: 15%)
EreclE: Reduce our product Stock write-of by value 14.0%
. wastage year on year as a % of total feet value (2015: 9.8%)
lifecycle through responsible
sourcing and extending
the products useful life
oDon Reduce energy consumption External measurement 64 kWh per m?
Bl A in Local Branches by 5% by Maloney Associates (2015: 63 kWh per m?)
reduction per annum when compared
with the overall foor area
occupied

Reduce energy consumption External measurement

across the group by 5% per
annum when compared with
the overall foor area occupied

Year on year reduction in
miles per job and miles
per branch

by Maloney Associates

Measured using internal
IT systems

69 kWh per m?
(2015: 78 KWh per m?)

13.4 miles per job

(2015: 12.8 miles per job)
38,782 miles per branch
(2015: 38,804 miiles per branch)

300 job seekers benefting
from the Heroes of Hire

Community ! i
commitment to building

Number of colleague
volunteering events per year

Number of HSS Training

a future for local communities events, up-skiling local

to be comparable.

communities

2 volunteering events

14 mock interview
sessions and work
experience placements

i * Duetothe introduction of an enhanced accident reporting systemin 2016, historical fgures have been restated

** Due to the strategic optimisation of our Branch Network in 2016, it is now more appropriate to measure the

energy consumption of the Group as a whole, rather than just Local Branches. We have reported both this
year but going forward will measure ourselves against Group targets.

Approval of the Strategic Report

The Strategic Report on pages 02 to 37 was approved by the Board
of Directors on 5 April 2017 and is signed on its behalf by:

J.B.Gill
Director
5 April 2017
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Chairman’s
Introduction

1

My fellow Directors and | frmly
subscribe to the vision that corporate
governance should form the
backbone of our culture and growth
strategy. We have established strong
governance structures through our
committees, systems and policies
and together these contribute to our
day-to-day activities, the protection
of our assets and the delivery of our
business plan.

Alan Peterson
Chairman

On behalf of the Board, | am pleased to
present the corporate governance report
for the 2016 fnancial year.

This part of the Annual Report provides an
overview of the Group’s existing approach

to corporate governance and how we
continue to evolve our corporate governance
structure(s) to better mitigate risk and ensure
compliance with prevailing legislation on an
ongoing basis. Reports from the Chairs of
each of the sub-committees of the Board
(the Audit, Nomination, Market Disclosure
and Remuneration Committees) are included
in the following pages and outline the work
and initiatives each has undertaken during
the year.

The main corporate governance issues
addressed by the Board or one of the four
sub-committees of the Board during the
year were as follows:

Operational change and trading
performance

Despite a period of signifcant transformational
operational change and investment in the
business, we delivered year on year revenue
growth through 2016 and made progress
against a number of our strategic objectives.
However, our earnings performance was
impacted by the scale and complexity of the
operational changes particularly amongst
our smaller and regional customers and we
therefore fell short of our initial expectations
for the year. The progress of the NDEC
implementation has been carefully and
continually monitored at Board level through
the course of the year, from March when
implementation commenced to its
implementation in Scotland in early 2017. Its
ongoing performance will continue to form

a key element of the materials reviewed by the
Board at each Board meeting as we continue
to learn from and refne our operating model.

The Board remains confdent that the changes
implemented will position the business to drive
improved earnings per share and shareholder
returns in the medium term. Our focus in

2017 is frmly on cost control, operational

and capital efciency and driving a clear
competitive advantage from our enhanced
customer proposition.
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Board evaluation

We completed our 2016 internal Board and
Committee evaluation in early 2017. Further
details on this process and its fndings are
provided in the Nomination Committee report
on page 52.

The Nomination Committee is recommending
that all Board Directors are re-elected at our
Annual General Meeting.

Board and senior management training
During the course of the year all Directors were
given training by the Company’s legal advisers
in respect of the Market Abuse Regulation.

A number of senior managers in the business
also attended professional development
courses at the Cranfeld School of
Management. The Group ensures that senior
managers beneft from a range of personal
and professional development programmes
designed to enhance and develop strategic
management skills.

Further detail on training provided to members
of the Board during the year is set out on
page 46.

Senior management reorganisation
During the course of 2016 we reorganised
our senior management structure to simplify
and shape the business to better match
how we operate and how we trade with

our customers. We have made further
appointments to our senior leadership team
in early 2017 including a Group HR Director
and a Chief Commercial Ofcer, the latter
being specifcally focused on reinvigorating
our core sales growth.

Legislative and regulatory change
There were notable developments in the legal
and regulatory landscape which took efect
during 2016. The Group has updated its
policies and procedures following the
introduction of the Market Abuse Regulation
on 3 July 2016. The Modern Slavery Act
became efective during 2015 and has been
implemented in the Group’s internal policies
and is referred to in the Group’s Code of Ethics
available on the corporate website (www.
hsshiregroup.com). The Modern Slavery

Act requires the Group to publish an annual
slavery and human trafcking statement

for each fnancial year that ends on or after
31 March 2016. The frst such statement will
be made available on the corporate website
during 2017 and will summarise the steps the
Group has taken to ensure that human slavery
or traffcking is not taking place in its supply
chains or its business.

Equality and diversity policy

The Group’s equality and diversity policy apply
across all levels of the business including at
Board level and are designed to refect the
importance that we believe promoting equal
opportunities and diversity plays in the
long-term success of HSS.

Currently we have one female Non-Executive
Director, meaning 50% of our Independent
Non-Executive Directors are female and

17% of the Board is female. Further detall

on the gender spilit for senior management
and employees is provided within the Strategic
Report on page 37.

Based on our annual Board evaluation we
believe that the current mix of experience,
background and perspectives amongst the
Directors contributes to the efectiveness of
the Board as a whole, however we recognise
that female representation and diversity at
Board and senior management levels remains
limited and both represent continuing
development opportunities for the Group.

As and when Director or senior management
appointments are being made or succession
planning is being undertaken, all candidates
are considered on merit and against objective
criteria, with due regard for the benefts of
diversity on the Board and amongst the senior
management team, including gender, whilst
also taking care that appointees have enough
time available to devote to the position.

Further details on our approach to equality
and diversity can be found on page 62 and
within our Corporate Responsibility report
available for download at www.hsshiregroup.
com/corporate-responsibility.

Looking ahead

The investment in and reorganisation of our
senior management team together with the
results of our 2016 Board evaluation process
give me confdence that we have assembled
a strong operational team and an experienced
Board, both of which together will drive the
long-term success of the business.

Following the completion of the NDEC
implementation in early 2017, we now

move into an exciting period where we can
consolidate the operational changes made
and drive continuous improvement and
efciency across our operations. As a Board
we remain confdent that the initiatives and
innovations we have implemented through
this period will position the business to drive
improved shareholder returns in what remains
a competitive and fragmented marketplace.

| once again look forward to meeting
shareholders at our next Annual General
Meeting, which will be held at Hilton Garden
Inn, Hatton Cross on 14 June 2017.

Alan Peterson
Chairman

5 April 2017

o0

During the course of 2016
we reorganised our senior
management structure to
simplify and shape the
business to better match
how we operate and how
we trade with our customers.

g%

Further details on our approach to equality
and diversity can be found on page 62 and
within our Corporate Responsibility report
available for download at www.hsshiregroup.
com/corporate-responsibility.
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Board of Directors

MD

.

A

Alan Peterson
Chairman

Alan Peterson has served as the Group’s
Chairman since December 2012. He also
served as the Group’s Chairman between
2004 and 2007. Alan’s experience over the last
25 years includes involvement in a number of
public and private equity-backed businesses
across the UK, Europe and North America.
He has held the role of chief executive ofcer
and chairman in a number of manufacturing,
industrial and retail companies, including
Enterprise Group plc, Azelis Holdings SA,
Rockware Group and Meyer International plc.
He is also the chairman of Pattonair Holdings
Limited and BBI Group Holding Limited.

Alan became 3i’s frst Industrialist in
Residence in 2001, serving until 2005. He is a
graduate of Loughborough University and is
a Companion of the Chartered Management
Institute.

Alan also chairs the Board’s Nomination
Committee.

John Gill
Chief Executive OFcer

John Gill joined the Group as Chief Financial
Ofcerin February 2009 and was appointed
Chief Operating Ofcer in 2014. In September
2015, John was appointed Chief Executive
Ofcer of the Group. Before joining the Group,
he served as fnance director at Screwfx
Direct Limited, a subsidiary of Kingfsher plc,
from June 2006. Prior to that, John held a
number of roles at Kingfsher plc, including
those of senior corporate development
manager, head of corporate development
and head of corporate strategy.

John worked for GE Capital between 1995
and 2000, ultimately serving as the fnance
director of the French operations of their asset
leasing company, European Equipment
Finance, and then fnance manager of
mergers and acquisitions for GE Capital.
He spent his early career in various fnance
roles at Cable & Wireless and BP. John
holds a bachelor’s degree in Chemistry
from University of Shefeld and is an
Associate of the Chartered Institute of
Management Accountants.

Paul Quested
Chief Financial Ofcer

Paul Quested joined the Group as Chief
Financial Ofcer in August 2016. Before
joining the Group, Paul was Chief Corporate
Development Ofcer for Electrocomponents
plc and had held a number of senior positions
within Electrocomponents, including those

of Global Strategy Director, General Manager
(RS UK) and Head of Finance (RS UK).

Prior to Electrocomponents, Paul worked at
InBev for ten years, where his roles included
Planning & Performance Management
Director. Before InBev, Paul worked at
Coopers & Lybrand where he was an

Audit Manager for FTSE 100 clients.
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Amanda Burton
Senior Independent
Non-Executive Director

Amanda Burton is the senior independent
non-executive director of Monitise plc and an
independent non-executive director of
Countryside Properties plc and Skipton
Group Holdings Limited. She chairs the
Remuneration Committee for both Monitise
plc and Countryside Properties plc and is
amember of the Remuneration Committee
at Skipton Group. Amanda is also the Chair
of the Battersea Dogs and Cats Home.

Until December 2014 she served as the
chief operating ofcer of Cliford Chance
LLP. She was also previously the senior
independent non-executive director of
Galliford Try plc and a non-executive director
of Fresca Group Limited.

Amanda is a member of the Board’s Audit
and Nomination Committees, and chairs
both the Remuneration Committee and the
Market Disclosure Committee.

Amanda holds a law degree from Durham
University and is also a qualifed solicitor.

Douglas Robertson
Independent Non-Executive Director

Doug Robertson retired as fnance director
of SIG plc on 28 February 2017. He was
previously fhance director of Umeco plc from
2007 until 2011, and fnance director of Seton
House Group Limited from 2002 until 2007.
He has also held a variety of divisional fnance
director roles within Williams plc and was
previously managing director of Tesa Group,
Chubb’s hotel security division.

Doug is amember of the Board’s Nomination
and Remuneration Committees, and chairs
the Audit Committee.

Doug holds a bachelor’s degree in Economics

from the University of Leeds and is a Fellow
of the Institute of Chartered Accountants.

Thomas Sweet-Escott
Non-Executive Director

Tom Sweet-Escott co-founded Exponent

in 2004. He is primarily responsible for
investments in the fnancial services sector
and also serves on the Board of Pattonair
Holdings Limited. He has previously served
on the Boards of Trainline plc, V. Group and
Lowell, and worked for 3iin London and in
Madrid. He has a master’s degree in Natural
Sciences from the University of Cambridge.

Key to Committees
A Audit Committee

MD Market Disclosure Committee
N Nomination Committee

R Remuneration Committee
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Corporate
Governance

Compliance with the Governance Code

The Board is committed to the highest standards of corporate
governance and as such has complied with the UK Corporate
Governance Code (the Code) during the FY16 reporting year,
noting the following:

The Code recommends that at least half the Board of Directors of

a UK-listed company, excluding the Chairman, should comprise
Independent Non-Executive Directors. Independence is determined
by ensuring that, apart from receiving their fees for acting as Directors,
Non-Executive Directors do not have any other material relationship
or transactions with the Group, its promoters, its management or

its subsidiaries, which in the judgement of the Board may afect their
independence of judgement.

Thomas Sweet-Escott, a Non-Executive Director, is not considered

to be independent for the purposes of the Code as he represents
Exponent Private Equity (Exponent) and related investors (the Exponent
Shareholders), who currently control 50.3% of the Company’s issued
shares. Mr Sweet-Escott stepped down from the Nomination
Committee in April 2016 to ensure the Committee had a majority

of independent members.

Code Provision B.1.2 provides that a smaller company should have

at least two Independent Non-Executive Directors. A smaller company
is one that is below the FTSE 350 throughout the year immediately prior
to the reporting year and to date, the Company has been outside the
FTSE 350 for the year immediately preceding the reporting year.
Therefore, as at 31 December 2016 the Company is compliant with
the requirements of the Code in this respect. On 22 January 2015,

the Company, Exponent and the Exponent shareholders entered into
a Relationship Agreement which regulates the ongoing relationship
between them. The principal purpose of this agreement is to ensure
that the Company and its subsidiaries are capable of carrying on their
business independently of Exponent and the Exponent shareholders
and that any transactions and relationships between them are at arm’s
length and on normal commercial terms.

The Code is publicly available at the following web address:
www.frc.org.uk/Our-Work/Publications/Corporate-Governance/
UK-Corporate-Governance-Code-April-2016.pdf

Leadership

Key roles and responsibilities

. Responsible for:
Chairman

Alan Peterson

> ensuring that the conduct of the Group is in accordance with the highest standards of integrity
and probity, and in accordance with all appropriate governance codes;

> the leadership and overall efectiveness of the Board, and ensuring that there is appropriate
delegation from the Board to executive management;

> ensuring a clear structure for the operation of the Board and its Committees;

> setting the Board agenda in conjunction with the Company Secretary, Chief Executive Ofcer

and Chief Financial OFcer;

> ensuring that the Board receives accurate, relevant and timely information about the Group’s

afairs; and

> ensuring clear two-way communication with shareholders.

) ) Responsible for:
Chief Executive Ofcer

John Gill implementing the agreed strategy;

> developing the Group’s strategy for consideration and approval by the Board;

>
> day-to-day management of the Group’s operations; and
> being accountable to, and reporting to, the Board on the performance of the business.

) Responsible for:
Senior Independent

Non-Executive Director
Amanda Burton

> being an alternative contact for shareholders at Board level other than the Chairman;
> acting as a sounding board for the Chairman;

> if required, being an intermediary for Non-Executive Directors’ concerns; and

>

undertaking the annual Chairman’s performance evaluation.

The Senior Independent Non-Executive Director carries out the duties of a Senior Independent Director
for the purposes of compliance with the Governance Code.

There is a clear diferentiation and division of responsibilities.

The Board focuses on:

leadership;

risk assessment and management;
strategy;

performance; and

Board and Committee
structure

\

>
>
>
>

monitoring safety, values and standards.

In addition there is a formal schedule of matters reserved for the Board.

The Committees each have full terms of reference which can be found on the Company’s website
at www.hsshiregroup.com/investor-relations/corporate-governance.

Non-Executive Directors

The number of Non-Executive Directors and their range of skills and experience is kept under review and was
formally reviewed as part of the Board evaluation (see page 53).
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Governance framework

Alan Peterson
Chairman

Role:

> Ensure efectiveness
of the Board

> Ensure corporate governance

> Ensure efective Board
Committee structure

> Ensure efective
communications

The Board

Comprises six Directors, of
which four are Non-Executive,
two of which, Amanda Burton
and Douglas Robertson,

are considered independent.
The Board is supported by
the Company Secretary.

Role:
> Lead the Group

> Oversee risk assessment
and internal controls
Oversee strategy

> Oversee the executive
management

Monitor performance

> Set values and standards

\%

\%

Audit Committee

Comprises Independent Non-
Executive Directors, chaired by
Douglas Robertson, supported
by the Company Secretary.

Role:

> Monitor fnancial reporting

> Monitor audit

> Monitor efectiveness of
risk management and
internal controls

Remuneration Committee
Comprises Independent Non-
Executive Directors, chaired by
Amanda Burton, supported by
the Company Secretary.

Role:

> Determine and review
appropriate Board and senior
executive remuneration
policies and structures

> Determine appropriate
remuneration packages for
Board and senior executives

Nomination Committee
Comprises Non-Executive
Directors, including two
Independent Non-Executive
Directors, chaired by Alan
Peterson, supported by the
Company Secretary.

Role:

> Advise the Board on
composition and membership
succession planning

> Advise the Board
on appointments

Market Disclosure Committee
Chaired by Amanda Burton,

plus the Chief Executive OFcer,
supported by the Company
Secretary.

Role:

> Ensure compliance with
disclosure requirements

Executive management
Chief Executive Ofcer;

Chief Financial Ofcer; Chief
Commercial Ofcer; Group HR
Director; and Managing Director
of Specialist Brands.

Role:
> Fulfl Group strategy

> Operational management
of the Group

Company Secretary
Daniel Joll

Role:

> Support the Board
and Committees

Attendance at Board and Committee meetings of which each Director is a member held between 27 December 2015 and 31 December 2016

Director Board Audit Committee  Remuneration Committee Nomination Committee
Executivéul‘)irectors """""""""""""""""""""""

John Gill 1717 - - -
Steve Trowbridge® 5/5 - - -
Paul Quested? 77 - - -
Non-Executive Directors

Alan Peterson 17 - - 3/3
Neil Sachdev® 7/8 3/3 3/3 2/2
Amanda Burton 1717 6/6 5/5 3/3
Douglas Robertson 16/17 6/6 5/5 2/3
Thomas Sweet-Escott? 1517 - - 2/2

(1) Steve Trowbridge resigned as a Director on 20 April 2016 and attended Board and certain Committee meetings up to that date.
(2) Paul Quested joined as a Director on 22 August 2016.

() Neil Sachdev resigned as a Non-Executive Director on 15 June 2016 and stepped down from the Committees on 28 April 2016.
(4) Thomas Sweet-Escott stepped down from the Nomination Committee on 28 April 2016.
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Corporate Governance
Continued

Election of Directors

Allthe individuals who were Directors as at 31 December 2016
ofer themselves for re-election at the next AGM of HSS Hire Group
plc to be held at 11.00am on 14 June 2017 at Hilton Garden Inn,
Hatton Cross.

The biographical details of each of the Directors, including details
of their other directorships and relevant skills and experience, are
on pages 42 and 43 of this Annual Report and are also set out in
the Notice of AGM.

The Board recommends that shareholders approve the resolutions to
be proposed at the AGM relating to the re-election of all of the Directors.

Terms and conditions and time commitments

The Chairman and Non-Executive Directors are all appointed pursuant
to formal letters of appointment which outline, amongst other details,
the remuneration and term of appointment for each Director.

The Chairman devotes such time to the afairs of the Company as

is required by his duties. In 2016 the Non-Executive Directors spent
on average 23 days carrying out their duties. There is no fxed period
required to be committed by the Non-Executive Directors, so this may
change over time as their various duties and commitments change

if required by changing circumstances.

In order to facilitate proper debate and consideration, all Directors are
expected to attend Board and Committee meetings to which they are
invited in person.

The Executive Directors of the Company may attend certain meetings
of the Committees at the invitation of the Chairman of the respective
Committee. These attendances are not recorded in the table set

out above.

The Market Disclosure Committee did not meet during the year.

Conficts of interest
Exponent and the Exponent shareholders currently control 50.3%
of the Company’s issued shares.

Thomas Sweet-Escott is a partner at Exponent and Alan Peterson has
along-standing business relationship with Exponent and is chairman of
Pattonair Holdings Limited, BBI Group Holding Limited, BBI Acquisition
Limited, EAGLE SPV 2 Limited and EAGLE SPV 3 Limited, all of which
are Exponent portfolio companies. The Group trades on an arm’s
length basis with certain Exponent portfolio companies.

Amanda Burton is a Non-Executive Director of certain existing
customers of the Group.

The Board has satisfed itself that none of these customers are material
enough to create a potential confict of interest. In the event that HSS’s
relationship with any customers or other companies where any of the
Directors are also appointed as Directors becomes material by virtue
of their trade with the Group or another business reason, the relevant
Director would be expected to declare their connection to the
customer/company and the Board would assess whether a confict

of interest arises and the appropriate action to be taken.

Save as set out above, there are no current or potential conficts
of interest between any duties owed by the Directors or senior
management to the Company and their private interests or other duties.

Any Directors’ conficts of interest are declared to the Board and
recorded by the Company Secretary.

Efectiveness

Board composition

The Board and Committees are considered to have an appropriate
range of experience, skills and knowledge to fulfl their duties.
Profles of each of the members of the Board are provided on
pages 42 and 43.

The four Non-Executive Directors, Alan Peterson, Amanda Burton,
Douglas Robertson and Thomas Sweet-Escott, represent a majority
of Board members and provide a broad range of skills and experience.

The two Executive Directors, John Gill and Paul Quested, bring a variety
of sector experience to the Board. Amanda Burton and Douglas
Robertson are considered independent. They are members of the
Audit and the Remuneration Committees of the Board. Both the

Market Disclosure and Remuneration Committees are chaired by

an Independent Non-Executive Director, Amanda Burton. The Audit
Committee is chaired by an Independent Non-Executive Director,
Douglas Robertson.

Appointments to the Board

The Nomination Committee, which is composed entirely of Non-
Executive Directors, will be responsible for any future appointments to
the Board. The Nomination Committee is chaired by the chairman of
the Board, Alan Peterson other than at such time when the Nomination
Committee is dealing with the appointment of a successor to the
Chairman. By virtue of the fact that the majority of its members are
Independent Non-Executive Directors, the Nomination Committee

is considered independent.

Overview of Board’s work during 2016
The Board met 17 times during 2016.
Regular agenda items for the Board included, and will include in 2017:

- operating and fnancial performance;

- health and safety;

- risk and the risk register;

- internal policies and procedures — introduction, review, monitoring;

- setting and approving strategy; and

- major capital expenditure; and evaluation of acquisition
opportunities.

Ad hoc and specifc items reviewed by the Board during the year
included, and willinclude in 2017:

- the Annual Report and Accounts;

- the Interim (half-year) Report and Accounts;

- the quarterly reporting required under the reporting requirements
of the Notes together with any associated trading updates;

- RNS releases relating to Directorate changes (as applicable); and

- approval of the annual budget.

The Board delegates authority to the following Committees:

- Audit Committee;

- Remuneration Committee;

- Nomination Committee; and

- Market Disclosure Committee.

Board evaluation
Internal evaluation of the Board and the our sub-committees has been
carried out as detailed on page 53.

Board training

Following the introduction of the Market Abuse Regulation, the
Company’s legal advisers provided training to the Board and changes
to Company policy and procedures were made as appropriate. As part
of induction, any new Directors receive training from the Company’s
sponsors/brokers in relation to their responsibilities as a Director of
alisted company. The Board also receives regular updates on legal
and regulatory developments through the course of a fnancial year.



HSS Hire Group plc 47
Annual Report 2016

Access to information and support

The Board is provided with an agenda and supporting papers and
documentation ahead of each Board and/or Committee meeting to
give them time to read, review and consider the information and
analysis presented. The Board also has access to the Company
Secretary and can request independent advice at the Company’s
expense where they believe it is appropriate and valuable to do so.
Senior executive management are also frequently invited to present
at Board meetings as deemed appropriate, and the Board can
access such colleagues at any time.

Accountability

Financial and business reporting

The Directors are responsible for preparing the Annual Report and
the Financial Statements in accordance with applicable law and
regulations, and as set out in the Directors’ Responsibility Statement
(see page 65), the Board considers that the Annual Report and
Accounts, taken as a whole, is fair, balanced and understandable
and provides the information necessary for shareholders to assess
HSS'’s position and performance, business model and strategy.

Risk management and internal control

The Board has overall responsibility for determining the nature and
extent of the principal risks it is willing to take to achieve its strategic
objectives and for establishing and maintaining a sound system of risk
management and internal control, and then reviewing its efectiveness.

The principal risks and uncertainties facing the Company and how
these are being managed/mitigated are detailed on pages 30 to 33.

The Group’s risk management and internal control system is designed
to manage the risks facing the Group and safeguard its assets. No
system of internal control can provide absolute assurance against
material misstatement or loss. The Group’s system is designed to
provide the Directors with reasonable assurance that issues are
identifed on a timely basis and are dealt with appropriately.

The Audit Committee (whose make-up, remit and report are set out

on pages 49 to 51) assists the Board in reviewing the efectiveness of
the Group’s risk management and internal controls, including fnancial,
operational and compliance controls and risk management systems.
This is carried out with the assistance of the Chief Financial Ofcer

and the Risk and Assurance Director in an annual review, which is
supported by the fndings of specifc projects/investigations completed
by the internal audit team, the fndings of which are presented to the
Audit Committee during the fnancial year.

Whistleblowing

The company has a formal whistleblowing process, whereby any
colleague may, in complete anonymity, contact certain nominated
members of senior management to raise any concerns. These
concerns are then investigated independently and the results shared
with the whistleblower for further discussion if appropriate. This process
is communicated to all colleagues annually to their home addresses,
and details are also made available to colleagues on a dedicated
section of the group intranet, HSS World. The whistleblowing policy
was updated during 2016 and approved by the Board.

Modern Slavery Act 2015

As aresult of the introduction of the Modern Slavery Act 2015, the
Group has introduced a Code of Ethics, a Modern Slavery Act
policy for colleagues and has rolled out training programmes for
staf. The Group has also increased its level of supplier due diligence.
The Group will publish its frst Modern Slavery Act statement on its
website during 2017.

Going concern and long-term viability statement

Note 1(g) of the Financial Statements sets out the basis on which the
Directors continue to adopt the going concern basis in preparing the
Annual Report and Accounts.

In summary, taking into account the adequacy of the Group’s debt
facilities, current and future developments and the principal risks and
uncertainties (see page 30), and after making appropriate enquiries,
the Directors have a reasonable expectation that the Group has
adequate resources to continue in operational existence for the
foreseeable future.

Accordingly they continue to adopt the going concern basis in
preparing the Financial Statements included within this Annual Report.

In accordance with provision C.2.2 of the UK Corporate Governance
Code 2014, the Directors have assessed the viability of the Group over
athree-year period, taking into account the Group’s current position,
strategic plans, and the potential impact of the principal risks and
uncertainties documented on pages 30 to 33. Based on this
assessment, and all other matters considered and reviewed at Board
level during the year, the Directors confrm that they have a reasonable
expectation that the Group will be able to continue in operation and
meet its liabilities as they fall due over the period to 28 December 2019.

Whilst the Directors have no reason to believe the Group is not viable
over alonger period they have determined that three years is the
appropriate time over which to provide the viability statement because:

- it refects a period over which the Directors can have a reasonable
view of the future in the context of the market environment in which
the Group operates; and

- itis consistent with the time covered by the Group’s current strategic
plans and model.

The Group’s annual budgeting and forecasting process involves the
preparation of an annual budget, and a rolling three-year strategic
model that also includes planned strategic actions and other specifc
assumptions regarding revenue growth, cost trends and capital
expenditure across the Group.

Where appropriate, sensitivity analysis is undertaken to test the
resilience of the Group to various scenarios. Whilst all of the principal
risks and uncertainties were considered, the following were considered
in greater detail during the sensitivity analysis: macroeconomic
conditions and competitor challenge, in addition to a changing

cost profle.

The principal efects assessed, together with theirimpact on the
Group’s Financial Statements, were therefore:

- reductions in revenue growth rates, and associated impacts
on capex and variable cost base;

- increases in costs/rates of cost growth — distribution, stock
maintenance, rehire costs and infation, independent of changes
to revenue profle/growth rates;

- change in capex costs and requirements; and

- changes in fnance cost - LIBOR increases, afecting RCF
service cost.

In addition to the mitigating factors identifed on pages 31 to 33, the
Board noted that: the Group has a diversifed customer base; a history
of winning new customers; and low customer concentration with no
single customer currently accounting for more than 10% of revenues
and the top 20 customers accounting for less than 25% of revenues.
Alongside this the Group has a continuous profle of lease expiries that
allows a material portion of the portfolio to be exited in any one year
and the Group’s ability to match capital investment to customer
demand acts to support cash generation.

With regards to sources of fnance, the Board has no reason to believe
the Group will not be able to re-fnance the Group’s existing £136m
senior secured notes and revolving credit facility before they become
repayable in 2019.
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Corporate Governance
Continued

Statement on disclosure of information to the auditor
The Directors who held ofce as at 5 April 2017 each confrm that:

a) so far as the Director is aware, there is no relevant audit information
of which the Company’s auditor is 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 auditor is aware of
that information.

This confrmation is given and should be interpreted in accordance
with the provisions of Section 418 of the Companies Act 2006.

Remuneration

The Remuneration and Audit Committees are composed exclusively
of Independent Non-Executive Directors, able to judge and achieve
an appropriate balance between incentivising Executive Directors
and the potential impact on the Company’s risk profie.

The Remuneration Committee (whose make-up, remit and
report are set out on pages 54 to 61) sets the policy for and detail
of Executive remuneration.

The Chair of the Remuneration Committee, Amanda Burton, has
signifcant prior experience on the remuneration committees of other
listed companies including, but not limited to, Galliford Try plc, Monitise
plc and Countryside Properties plc.

Relations with shareholders and other

capital providers

Shareholder engagement

The Board remains committed to communicating with shareholders
and stakeholders in a clear and open manner, and seeks to ensure
efective engagement through the Company’s website, its public
announcements, the AGM and other investor relations activities.

In addition to its ongoing reporting obligations, the Company
undertakes a programme of meetings with existing and/or potential
institutional investors and equity analysts, led by the Chief Executive
Ofcer and Chief Financial OFcer. These meetings, together with
investor feedback collected via our brokers, enable the Company to
assess prevailing analyst and investor sentiment and to obtain external
feedback on how the Group’s performance and strategy is perceived
and considered. A summary report on investor interaction and
feedback is provided to each Board meeting through the year to

keep the wider Board informed of these activities and fndings.

During 2016 there have been a total of over 50 such meetings/
presentations, one externally facilitated investor conference has
been attended and a HSS capital markets day was held at our
NDEGC, in Cowley.

As well as such meetings and announcements, teleconference calls
are held with institutional investors and analysts throughout the year;
copies of relevant presentation materials are made available on the
Company’s website to the extent they difer from the latest publicly
released results presentations.

All Directors are expected to attend the AGM, providing shareholders
with the opportunity to question them about issues relating to the
Group, either during the meeting or informally afterwards. The
Non-Executive Directors are available for discussion with shareholders
on matters under their areas of responsibility either in person at the
AGM or at any other time via the Company Secretary.

The Company reports its fnancial results to shareholders twice a year,
with the publication of its Annual and Half-Year Financial Reports.
Shorter, less detailed trading updates are also provided to the market
on a quarterly basis.

The Company also produces quarterly fnancial reports consolidated
at the Hero Acquisitions Limited group level to meet the reporting
obligations of the Notes issued in February 2014. The Notes are held
within HSS Financing plc, a wholly owned direct subsidiary of Hero
Acquisitions Limited, itself a wholly owned subsidiary of HSS Hire
Group plc. The quarterly reports are therefore principally of use to
noteholders as they provide information on the fnancial performance
of the Notes’ guarantor group rather than the Company and Group.
To aid shareholders’ understanding of the diference between Hero
Acquisitions Limited’s and HSS Hire Group plc’s consolidated resullts,
the Company provides the afore mentioned trading updates for HSS
Hire Group plc on a quarterly basis.

All'of the above mentioned reports are made available for download to
noteholders and shareholders in the investor relations section of the
Company’s website, www.hsshiregroup.com/investor-relations.

Signifcant shareholders

Based on TR-1 notifcations received, the parties who hold 3% or
more of the issued share capital of the Company as at 5 April 2017
are as follows:

Number of ordinary

Name shares of 1p % holding
Exponent 85681709  5034%
Toscafund Asset

Management LLP® 43,384,064 25.49%
Standard Life Capital

Partners LLP 13,958,979 8.20%

(1) Comprises shareholdings held by Exponent Private Equity Partners GP Ltd (UK)
and Exponent Havana Co-Invest Partners (UK).

(2) Comprises shareholdings held by the Tosca Mid-Cap fund, the Tosca Opportunity
fund and the Pegasus fund.

Details of Directors’ interests in the Company’s ordinary share capital
are provided in the Directors’ Remuneration Report on pages 54
to61.

Annual General Meeting

The Company’s Annual General Meeting will be held at 11.00am on
14 June 2017 at Hilton Garden Inn, Hatton Cross. All shareholders are
invited to the Company’s AGM, at which they will have the opportunity
to put questions to the Board. Details of the resolutions proposed

and being voted on are provided in the Notice of AGM provided to
shareholders and available for download at the Group website,
www.hsshiregroup.com.

Relations with other capital providers

As part of the reporting requirements of the Notes we report
consolidated results for the Hero Acquisitions Limited group to
noteholders on a quarterly basis. This includes a conference call,
where noteholders have the opportunity to speak with the Chief
Executive OFcer and Chief Financial Ofcer. During 2016 we also
invited other capital providers to the capital markets day at our
NDEC. The Board continues to recognise the contribution made
by noteholders, and all other providers of capital to the growth and
performance of the Group and welcomes the views of such parties
in relation to the Group’s approach to corporate governance.
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Audit Committee

Report

o0

In its frst full calendar year
of operation since IPO, the
Committee has undertaken
a broader range of activities,
including an increased
focus on the usage of, and
potential risks and mitigation
associated with, digital

technology across the Group.

Douglas Robertson
Committee Chairman

Dear shareholder,

On behalf of the Audit Committee (the Committee), | am pleased to
present our report for the 2016 fnancial year.

The Committee has reviewed the contents of the 2016 Annual Report
and Accounts and advised the Board that it considers the Report to
be fair, balanced and understandable and provides the information
necessary for shareholders to assess the company’s position and
performance, business model and strategy.

Roles and responsibilities

The Committee has responsibility for overseeing the fnancial reporting
and internal fnancial and risk management controls of the Group, as well
as maintaining an appropriate relationship with the external auditor of the
Group and reporting its fndings and recommendations to the Board.

The Committee’s full terms of reference can be found on the
Company’s website at www.hsshiregroup.com/investor-relations/
corporate-governance. A summary of its key responsibilities include:

- receiving and reviewing the Annual Report and Accounts and
half-yearly Financial Statements and all related public fnancial
announcements and advising the Board on whether the Annual
Report and Accounts are fair, balanced and understandable;

- receiving and reviewing reports from the external auditor;

- monitoring the external auditor’s efectiveness and independence
and approving their appointment and their terms of engagement;

- monitoring the efectiveness of the Group’s risk management system;

- reviewing the efectiveness of the Group’s system of internal fnancial
controls and internal control and compliance systems, and advising
the Board as appropriate; and

- overseeing the Group’s procedures for detecting fraud and
whistleblowing arrangements.

Activities
The Committee met six times in 2016. All members attended
these meetings.

The Committee’s core activities during 2016 included, and will
include in 2017

- planning agenda items and work schedule for the year;

- approving external auditors and audit plan;

- defning and approving the non-audit policy and subsequent
annual review;

- reviewing accounting policies;

- reviewing and enhancing disclosure in areas of judgement
of estimates within the notes to the Financial Statements;

- reviewing internal control systems;

- regular review of the work and fndings of the internal audit function;

- considering risk management systems; and

- reviewing the risk register.
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Audit Committee Report
Continued

Specifc additional work streams undertaken by the Committee during
the year included:

- reviewing the internal bespoke ERP system and associated risks;

- assessing the Group’s exposure to cyber risk;

- reviewing data protection regulation compliance;

- assessing the implications of the EU Market Abuse Regulation
(MAR); and

- completing an Audit Committee efectiveness review.

A more detailed explanation of each of these work streams is
provided below:

Reviewing the internal bespoke ERP system

The Group maintains a specialist, internally built and managed ERP
solution called Spanner. At the request of the Committee, the [T
Director presented a risk assessment of the system, highlighting its
strengths, development opportunities, risks of using the system and
the associated mitigating actions and the risks and limitations of moving
to an alternative third-party solution. Actions in relation to the upgrade
and further development of Spanner were recommended and the
proposed work streams will be reviewed during FY17.

Cyber risk assessment

At the request of the Committee, the IT Director presented a paper
outlining the potential cyber risks faced by the Group, the current
mitigating actions applied, giving specifc examples of the efectiveness
of these measures, and identifying areas where the approach to cyber
risk could be further enhanced. Specifc actions to continually improve
the Group’s approach to cyber risk were recommended and the more
detailed implementation proposals will be reviewed during FY17.

Reviewing data protection regulation compliance

During the year the Committee reviewed the Group’s compliance
with the eight principles of the Data Protection Act. A small number of
enhancements for existing policies and procedures, staf training and
internal audit workstreams were identifed and will be implemented
during FY17.

Assessing the implications of the EU MAR

The Committee considered the implications of the EU’s new Market
Abuse Regulation which took efect in July 2016, including the need for
suitable training for the Board and for appropriate and efective systems
and controls to be in place to ensure continued compliance with MAR.

Audit Committee efectiveness review

At the end of 2016, all Directors answered a Board evaluation
questionnaire which also covered the operation of each of the four
Committees. The questionnaire covered items including the suitability
of each Committee’s terms of reference and composition, its perceived
efectiveness and performance during the year. The Committee was
assessed to be functioning efectively. All comments from Directors
have been received and reviewed by the members of the Committee
and where appropriate integrated into the Committee’s 2017

planning schedule.

External fnancial reporting

The Committee is responsible for monitoring and reviewing the
Financial Statements and reviewing compliance with legal, regulatory
and statutory requirements, giving due consideration to the provisions
of the Combined Code.

The Committee reviewed the annual and interim Financial Statements
and trading updates released during the year with particular focus on
the following signifcant areas:

- hire stock existence and valuation;

- carrying value of goodwill and other intangible and tangible assets;

- revenue recognition — cut-of, sales rebates and credit
note provisions;

- onerous lease provisions; and

- exceptional items.

These areas are identifed as signifcant due to their complexity, size,
level of judgement required and/or potential impact on the Financial
Statements and our strategy.

An overview of each of these areas is set out below:

Hire stock existence and valuation

Rental income earned on materials and equipment held for hire which
is owned by the Group (hire stock) is a large component of the Group’s
revenues. As such the existence of hire stock is important to the
ongoing ability of the Group to generate revenue from its assets.
Certain of the Group’s funding arrangements are also linked to specifc
assets or asset classes. The Committee has therefore given careful
consideration to the controls in place to verify the physical existence
and appropriate valuation of hire stock together with the processes for
verifying the reliability of the accounting systems and records, and have
concluded that appropriate systems are in place.

Carrying value of goodwill and other intangible and tangible assets
The carrying value of goodwill, intangible and tangible assets was
reviewed at the year end. A consistent methodology is applied to each
of the individual cash-generating units, taking account of market
outlook, risk-adjusted discounted future cash fows, sensitivities and
other factors which may have a bearing on impairment considerations.
As aresult of this work the Committee has concluded that no
impairment provisions are required.

Revenue recognition - cut-of, revenue-related rebates and

credit note provisions

The Committee examined the procedures and controls in place to
ensure that the reporting and recognition of revenue, especially for
open hires over the year end, and also whether the recognition of any
revenue-related rebate accruals or credit note provisions is appropriate
and complete.
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Onerous lease provisions

The Committee reviewed with management the basis of property-
related provisions for properties that the Group no longer utilises
(dark stores), including the estimates and judgements applied by
management in assessing the existence and level of provision. The
Committee assesses that the approach adopted is reasonable.

Exceptional items

The Committee reviewed with management the expenses classifed
as exceptional during the year, which included costs relating to the
parallel operations of the Group’s new NDEC, the cost reduction plan
implemented during the year and onerous leases on dark stores.
The Committee assesses that the approach adopted in respect of
exceptional items is appropriate.

External auditor

The Committee oversees the Group’s relationship with the external
auditor (BDO) and formally reviews the relationship, policies and
procedures to ensure their independence. BDO also reports to the
Committee on the steps it has taken through the year to safeguard
its independence and to comply with the relevant professional and
regulatory requirements.

BDO has been auditor to certain companies within the Group for

13 years since its appointment in respect of the 2004 year end, with
the lead audit partner being rotated on a regular basis, most recently in
2015. The last tender for the audit of HSS Hire Service Group Limited
and its subsidiaries occurred in 2005.

BDO has been auditors to the Public Interest Equity, HSS Hire Group
plc for two years, following its incorporation in January 2015. Itis the
Group’s intention to put the Audit of the Public Interest Entity out to
tender at least once every ten years. The Company has therefore
complied with the relevant provisions of the Competition and Markets
Authority Final Order on the statutory audit market and The Statutory
Auditors and Third Country Auditors Regulations 2016 (SI 2016/649)
and the transitional arrangements therein for the year ended

31 December 2016.

During the year the Committee has reviewed and agreed the scope
of BDO’s work, its audit fees and terms of engagement for the half-
year interim results review and full-year FY16 audit. The fees for audit
services paid to BDO are set out in note 6 of the Financial Statements.

The Committee also reviewed the efectiveness of the external audit
process during the year. This assessment was based on the
Committee’s interaction with BDO at Committee meetings and through
feedback from the Group Finance team on their interaction with BDO.
As a result of this exercise, the Committee has satisfed itself that BDO
continues to provide an efective external audit service to the Company
and its subsidiaries and the Committee has made a recommendation
to the Board that a resolution for the re-appointment of BDO be
proposed at the AGM.

Non-audit work and independence

The Committee maintains a policy for non-audit services provided by
the Group’s external auditors which segregates services into Permitted
Engagements, Excluded Engagements and Potential Engagements.
The policy is available on the Group’s website at www.hsshiregroup.
com/investor-relations/corporate-governance. The policy is designed
to ensure that in the event the Group’s external auditors are engaged
to provide non-audit services the provision of those services does

not impair nor can it be to seen to impair the external auditor’'s
independence and objectivity.

In 2016, BDO did not provide any non-audit related services to the Group,
and as such, combined with a wider consideration of the interaction with
the auditors through the course of the year, the Committee concluded that
the independence of the auditors has not been compromised in any way.

Risk management and internal controls

An overview of the Company’s approach to risk, risk management and
internal controls through 2016, together with a summary of the principal
risks facing the Group, is provided on pages 30 to 33.

During 2016 the Committee reviewed the overall risk management
and internal control framework, the work and role of the internal audit
team and the underlying process for capturing and reporting risk and
control data. This assessment was assisted through the provision of
various documents through the year by the CFO, Risk and Assurance
Director and other senior personnel in the head ofce functions.
These documents include, but were not limited to: quarterly risk
management summary documents, which assess any changes in
risk profles, descriptions and ratings through the year; and quarterly
summaries of work completed and work planned by the internal audit
team, assessing both areas of risk and the existing controls in place.

As aresult of this review, and the workstreams undertaken through
the year, the Committee has satisfed itself that the Group has an
appropriate risk management and internal control framework in place.
This work will continue in 2017.

Whistleblowing

The Committee believes that appropriate arrangements and policies
are in place to facilitate the proportionate and independent investigation
of, and implementation of appropriate follow-up action in relation to,
confdential concerns raised by staf via the whistleblowing process
(see page 47).

Meeting schedule

The Committee meets at least three times a year at appropriate times
in the fnancial reporting and audit cycle. Additional meetings can be
scheduled where deemed necessary by the Chairman. The external
auditor, Chief Financial Ofcer and Risk and Assurance Director are
normally invited to attend a number of these meetings. Other members
of the senior management team attend as invited and as appropriate to
the content matter being discussed.

Douglas Robertson
Committee Chairman

5 April 2017
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Nomination
Committee Report

Market Disclosure
Committee Report

o

There were no circumstances
during the year where the
Market Disclosure Committee
was required to meet in lieu

i The Committee has played
: animportant role in the
: evolution of the Group’s
i organisational structure

of a full Board meeting. . during 2016 with changes
Amanda Burton : at both Board and senior
Committee Chair i management levels as we

: simplify and shape the

i business to better match

: how we operate and how we
On behalf of the Market Disclosure Committee (the Committee), trade Wlth our customers.

| am pleased to present our report for the 2016 fhancial year. i Alan Peterson
i Committee Chairman

Dear shareholder

Roles and responsibilities

The Committee’s full terms of reference can be found on the
Company’s website at www.hsshiregroup.com/investor-relations/
corporate-governance. A summary of its key responsibilities include:

- ensuring that the Company complies with its disclosure
requirements under the Disclosure and Transparency Rules; and

- considering certain information and deciding whether such
information is insider information and whether it gives rise to an
obligation to make an announcement.

Activities

The Committee did not meet in 2016. There were no circumstances
during the year where the Committee was required to meet in lieu of
afull Board meeting.

Meeting schedule

The Committee will meet as often as is deemed necessary. The
membership of the Committee is fexible in order to facilitate speed of ~ :
action in the event of market sensitive information arising at short notice.

Amanda Burton
Committee Chair

5 April 2017
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Dear shareholder

On behalf of the Nomination Committee (the Committee), | am pleased
to present our report for the 2016 fnancial year.

Roles and responsibilities

The Committee’s full terms of reference can be found on the
Company’s website at www.hsshiregroup.com/investor-relations/
corporate-governance. A summary of its key responsibilities
include overseeing:

- Board and senior management appointments, to evaluate the
balance of skills, knowledge, experience, independence and
diversity on the Board;

- Board composition, including the balance of Executive and
Non-Executive Directors;

- succession planning;

- strategic issues and commercial changes afecting the Group
and the market in which it operates; and

- Board and sub Committee performance evaluation.

Our approach

The Committee’s primary purpose is to ensure that the Group has
the best possible leadership and clear plans for Director succession.
Its primary focus is therefore to concentrate upon the strength of the
Board and the selection of the best candidates for posts, based on
objective criteria and with due regard to the benefts of diversity.

Policy on diversity

In performing its activities through the year, the Committee has applied
the Group’s equality and diversity policy, which it believes is appropriate
for application at all levels of the business, including Board and senior
management appointments and/or succession planning. Further detalil
on the Group’s equality and diversity policy is provided on page 62.

Activities

The Nomination Committee had three scheduled meetings in 2016
to deal with routine business, as well as liaising on ad hoc matters
(such as directorate changes) arising over the course of the year.

At the meeting held in January 2016, the fndings of the internal and
external Board evaluations in respect of FY15 were considered
and resulting actions, including the realignment of the Group’s
organisational leadership structure with the evolving operational
model, were approved. The March 2016 meeting then reviewed
the implementation of the actions agreed at the January meeting.

Following the resignation of Neil Sachdev from his role as an
Independent Non-Executive Director, which was announced on
20 April 2016 and which became efectively immediately in respect
of the Committee, in order to remain compliant with the Code,
Tom Sweet-Escott stepped down from the Committee at the

April 2016 Board meeting.

In the meeting held in September, the approach and timeline for the
2016 Board evaluation was agreed, senior management potential
and succession planning was discussed and the current externally
facilitated development programmes in use within the Group were
reviewed. The composition of the Board and the internal Executive
team was also reviewed and discussed. The Committee also
undertook a review of its terms of reference which were approved
without any changes required. The Committee’s terms of reference
can be found on the Company’s website at www.hsshiregroup.com/
investor-relations/corporate-governance.

The Committee also liaised on directorate changes during the course
of 2016, in particular in relation to the resignations of Steve Trowbridge
and Neil Sachdev and the subsequent appointment of an Interim Chief
Financial OFcerin April 2016 before the appointment of Paul Quested
as Chief Financial Ofcer which was announced in May 2016.

The Group engaged with Blackwood Recruitment LLP (Blackwood),
an external search consultancy frm, to assist in the search for each of
these individuals. The Group has previously engaged with Blackwood
in relation to other senior management roles and for the purposes of
the external Board evaluation conducted in 2015. The Group continues
to maintain an arm’s length relationship with Blackwood.

So farin 2017 one meeting has been held in March to discuss
the fndings and to agree the actions following the FY16 internal
Board evaluation.

Board evaluation

Following the use of external advisers as part of an evaluation of
Executive Directors and senior management from 2015 to 2016, the
Board elected not to appoint external advisers for the FY16 Board
evaluation. The FY16 Board evaluation therefore comprised an internal
evaluation of the Board using feedback collated from Board members’
responses to an evaluation questionnaire (the questionnaire). The
questionnaire addressed the key requirements of the Code in relation
to the Board and its sub-committees, including each Committee’s
terms of reference, composition and frequency of meetings.

In relation to the Board, additional questions focused on leadership,
the relationship between the Executive and Non-Executive Directors,
the role of the Chairman, issues of material importance concerning

the Group and information on the Group’s risk management systems.
The responses to the questionnaire were discussed by the Committee
and the Board, with the Committee determining any required actions
following the evaluation.

Following a discussion of the responses, the Committee considered it
appropriate to focus on the following four actions areas during 2017:

- Composition of the Board. Noting that the Group currently
complies with requirements in terms of number of Independent
Non-Executive Directors, the Committee nevertheless
acknowledged the benefts a further Independent Non-Executive
Director with the appropriate skill set could bring to the Board at an
appropriate stage to be determined in due course.

- Board meetings. Whilst both the Board and the Committee had
noted the need for the Board’s attention to be focused on operational
matters over the period of signifcant operational change in the
Group, the Committee noted the Board’s wish to include more
strategic discussion at Board meetings going forwards.

- Communication. Over the course of the year, the Board feedback
had shown that the nature and style of reporting made available to
the Board had improved. This could be improved further through
the provision of more concise and yet more frequent reporting to
the Board as and when required.

- Succession planning. The Committee noted that good progress
had been made, but noted the importance of continuing to build
talent through the Group to ensure greater strength in depth.

In addition to the 2016 Board evaluation, the Committee played

an integral role in reviewing and approving organisational changes
proposed by the Executive Directors to simplify and shape the business
to better match how we operate and how we trade with our customers.
These actions refected the conclusions drawn from the review of the
Blackwood Evaluation (completed in 2016 and referred to in the 2015
Annual Report), which focused on identifying talented individuals for
promotion and their specifc development needs.

Meeting schedule
In 2017, the Committee has scheduled meetings in March and July
and any additional meetings will be arranged as required.

Alan Peterson
Committee Chairman

5 April 2017
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Directors’ Remuneration
Report

The Committee has continued
to review the appropriateness
of the reward framework
through the year and has
made one change to the
measures attaching to the
annual bonus. We also
continued to exercise restraint;
no amount was awarded
under the personal objectives
element of our annual bonus
in recognition that the fnancial
targets were not met.

Amanda Burton
Committee Chair

Dear shareholder

| am pleased to present, on behalf of the Board, our Directors’
Remuneration Report in respect of the year ended 31 December 2016.

The Group’s Directors’ Remuneration Policy was approved at the
FY16 AGM with a vote in favour of 99.96% and can be reviewed in
the 2015 Annual Report available at hssannualreport2015.com.

The Annual Report on Remuneration, which provides details of the
remuneration earned by Directors in the year ended 31 December
2016 and how we intend to apply the Directors’ Remuneration Policy
in FY17, is available on page 56. At the FY16 AGM, to be held on

14 June 2017, the Annual Report on Remuneration will be subject

to an advisory vote.

The Committee’s terms of reference can be found on the
Company’s website at www.hsshiregroup.com/investor-relations/
corporate-governance.

How we link executive remuneration to our strategy

We take a disciplined approach to executive remuneration, ensuring
that we incentivise and reward the right behaviours to support

the overall strategy of the Group. Our executive remuneration
arrangements are designed to support the Company’s three strategic
priorities. In the summary below, we have highlighted how certain
elements of the remuneration policy are related to the strategic enablers
which underpin those strategic priorities.

Annual ) Focus on proftability and growth: The two

bonus principal performance measures for the annual
bonus are Adjusted EBITA, and Net Debt Ratio
(Net Debt/Adjusted EBITDA) refecting our focus
on cash generative proftability and growth and
a healthy balance sheet.

o Ensure safe, sustainable working
environments for colleagues and customers:
We use a health and safety measure as
the strategic objective for the annual bonus,
refecting that this is a key market diferentiator

for our customers.
Deferred () Focus on proftability and growth: The
Bonus deferral of any bonus over 50% of the maximum
Plan strengthens alignment between executive reward

and the longer-term proftability and growth of
the business.

LTIP u Focus on proftability and growth: The
Adjusted EPS element of the LTIP awards captures
long-term earnings growth and the delivery of
value to shareholders over the longer term.

@ Drive availability and operational efciency:
The use of ROCE refects the focus on operational
and capital efFciency.

All a0 Investin our colleagues: We adopted an
employee allemployee SAYE scheme at IPO (in 2015)
share to enable the wider workforce to share in value
plan created and strengthen a team ethos. The

scheme was launched during the Autumn of
2016, with payments by colleagues commencing
in December 2016.
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Our policy on executive remuneration is designed to promote the
long-term success of the Company, in line with our focus on proftability
and growth. The policy aligns the interests of shareholders and
executives by the use of shareholding guidelines. Alignment is further
enhanced by the deferral of part of the bonus under the Deferred Bonus
Plan and the two-year holding period applied to any LTIPs awarded by
the Company.

FY16 performance and annual bonus outcome

FY16 was the frst full year of operation of our Directors’ Remuneration
Policy. The policy was subject to a binding shareholder vote at the 2016
AGM and following approval by shareholders (a vote in favour of
99.96%) the policy became efective from that date.

The Group’s performance in FY16 is summarised on pages 26 to 29.
Whilst we continued to deliver strong revenue growth through the

year, signifcantly ahead of the growth fgures reported by the ERA

for the UK tool and equipment hire market, and largely completed our
transformational operational investment, our Adjusted EBITA only grew
1.0% year on year. Accordingly we did not meet threshold EBITA
performance and no fnancial element of the bonus has been earned.
In recognition of this and despite strong personal performance by

our executive, the Committee has decided that no amount under

the strategic element of the annual bonus will be paid.

The Company’s frst long-term incentive awards were granted
under the LTIP in April 2016 and therefore there was no vesting
during the year.

Reward for FY17

Executive Director salaries

Inline with the salary review timetable for all other employees, the
Executive Directors’ base salaries were reviewed during June 2016.
John Gill's salary was maintained at the same level as in FY15, whereas
salaries in the wider workforce grew by 0.9%. Our newly appointed
CFO, Paul Quested, did not receive a salary increase in 2016. This
timetable will be followed again in June 2017, with any changes taking
efect from 1 July 2017. Any increase is expected to be modest and
inline with the range of salary increases awarded to other employees
in the Group.

Annual bonus

The overall bonus opportunity will remain at 100% of salary. The
Committee reviewed the bonus measures and their relevance to the
business and the key areas of focus for the senior team over the next
12 months. As a consequence of this review we have introduced a new
fnancial metric alongside the Adjusted EBITA measure, of Net Debt/
Adjusted EBITDA (we refer to this as the Net Debt Ratio or NDR), with
equal weightings across both measures equating to 45% of the bonus
for each. The balance for personal objectives has been reduced to 10%
and the sole metric will be based on health and safety performance.
This re-balancing recognises that the cash generated by the business
has equal importance to the proftability, and that converting profts

into cash which can then manage our debt levels and the quality of

our capital base is particularly important.

While the Adjusted EBITA and NDR targets are not disclosed for
commercial confdentiality reasons, consistent with the approach
adopted for 2016, we will disclose them in full in the 2017 Directors’
Remuneration Report (DRR) when we report the performance
out-turn for 2017. The targets have been set by reference to the 2017
budget and require outperformance of the budget for the maximum
Adjusted EBITA and NDR elements of the bonus to be earned. The
personal objectives have been simplifed and refect one key area for
the business in terms of health and safety performance. No amount
can be earned under this element unless target EBITA is achieved.
The health and safety performance targets are similarly confdential.
We will report in the 2017 DRR on how we performed against these
targets and how any bonus earned for 2017 by reference to them
refects 2017’s performance.

LTIP

The frst awards under the LTIP were made in April 2016 and, taking into
account the prevailing share price, were at the level of 100% of salary
(with smaller awards for below board participants).

It is the Remuneration Committee’s intention to again grant a maximum
opportunity of 100% of salary in 2017, rather than the usual maximum
opportunity of 125% allowed under our policy, taking into account the
current share price, but this will be assessed at the time. Awards will
vest subject to performance over a three-year period ending with the
Company’s 2019 fnancial year. The performance conditions will be
based on Adjusted EPS (as regards 75% of the award) and ROCE

(as regards 25% of the award). The grant of awards under the LTIP

and the targets attaching are currently under review by the Committee.
Grants will be deferred until after our mid-year results by which time the
Committee consider it will be able to attach appropriate and stretching
EPS and ROCE targets. These will be disclosed in our interim results
RNS announcement and in the 2017 DRR in full.

The LTIP awards will continue to include a two-year holding period
following the end of the performance period, demonstrating our
commitment to shareholders and recognising the importance

of stewardship within our business.

I hope that you will agree that these proposals continue to refect

a sensible, disciplined approach to Executive Director remuneration
and that you will support the resolution being proposed at the FY16
AGM in relation to the Directors’ Remuneration Report.

Amanda Burton
Chair of the Remuneration Committee

5 April 2017

Ata glance summary: Executive
Directors’ remuneration

- No annual bonus to be paid in respect of FY16 (see page 57).

- No change in maximum bonus opportunity for FY17. Bonus will
be based on Adjusted EBITA (45%), Net Debt Ratio (45%) and
Health and Safety (10%) (see page 61).

- Salaries for FY17 will be considered in June at the same time as
for the wider workforce. Any increase will be in line with the range
of increases awarded to other employees.

- FY17 LTIP awards to be made later in 2017 but to be based on
Adjusted EPS and ROCE targets and which we are expecting
to continue to be scaled back to 100% of salary (lower for other
senior management) although this will be assessed at the time
(see page 61).

- Following its introduction for our frst awards in FY16, a two-year
holding period will again be applied to any FY17 LTIP awards
following the performance period (see page 61).

aouewlollad INO
pue ssauisng InQ

sanliqisuodsay N0

adueUIBAO0D

uolewIolU| [eIoURUIH

uonewIoU| 18410




56 HSS Hire Group plc
Annual Report 2016

Directors’ Remuneration
Report Continued

Annual Report on Remuneration
The following section provides detail in respect of remuneration paid to Directors during the year in line with the Remuneration Policy approved
by shareholders at the FY16 AGM.

Single fgure table
The following table sets out total remuneration for each Director in respect of FY16 and FY15:

Salary and fees Benefts Annual bonus LTIP Pension Total remuneration
£000 £000 £000 £000 £000 £000

FY16 FY15 FY16 FY15 FY16 FY15 FY16 FY15 FY16 FY15 FY16 FY15

Executive Directors

John Gilll® 326 289 22 20 - 21 - - 33 29 381 359
Steve Trowbridge®©® 68 214 10 100 (16) 16 - - 7 21 69 351
Paul Quested® 99 - 10 - - - - - 3 - 112 -
Non-Executive Directors

Alan Peterson 150 139 - - - - - - - - 150 139
Amanda Burton 50 49 - - - - - - - - 50 49
Douglas Robertson 50 49 - - - - - - - - 50 49
Neil Sachdev® 28 59 - - - - - - - - 28 59
Thomas Sweet-Escott” 40 40 - - - - - - - - 40 40
Total (Executive and

Non-Executive Directors) 811

(1) John Gillwas appointed as CEO on 25 September 2015. His FY15 salary therefore refects his role as both COO and CEO during the year.

(2) Steve Trowbridge resigned as a Director on 20 April 2016. The fgures in the table above for FY16 therefore refect his remuneration earned from the start of FY16 until the
date of his resignation as a Director.

(3) Steve Trowbridge’s FY15 benefts fgure includes a one-of payment equal to £78,645 in relation to the acquisition of Company shares prior to Admission.

(4) The FY15 Annual Report showed a bonus of £16k due to Steve Trowbridge. Following his resignation this bonus was not paid to Steve Trowbridge and his annual bonus
and total remuneration fgures in respect of FY16 have been adjusted accordingly in the above table.

(5) Paul Quested was appointed as CFO on 22 August 2016. His salary therefore refects his salary from this date until 31 December 2016.

(6) Neil Sachdev resigned as a Director on 20 April 2016, efective from 15 June 2016, the date on which the FY16 AGM was held. The fgures in the table above refect his
remuneration earned from the start of FY16 until the 15 June 2016, his efective date of resignation as a Director.

(7) Thomas Sweet-Escott’s fee is paid directly to Exponent.

The fgures in these single fgure tables above are derived from the following:

Salary and fees The amount of salary/fees received in the year (up to the date of resignation as a Director in the case of Directors
who left during the year or from the date of appointment for Directors who joined during the year).

Benefts The taxable value of benefts received in the year (up to the date of resignation as a Director in the case of Directors
who left during the year or from the date of appointment for Directors who joined during the year). These are principally
medical insurance, company car or car allowance and SAYE options granted during the year. SAYE options are valued
based on the diference between the market value of the shares at grant and the exercise price and, subject to the rule
of the scheme, will ordinarily vest on 1 January 2020 and be exercisable for a period of six months.

Annual bonus The annual bonus is the cash value of the bonus earned in respect of the year (up to the date of resignation as a Director
in the case of Directors who left during the year or from the date of appointment for Directors who joined during the
year). The bonus for the full fnancial year is disclosed below.

Pension The pension fgure represents the Company’s contributions to the defned contribution scheme and any cash payment
in lieu of pension contributions made in the year (up to the date of resignation as a Director in the case of Directors who
left during the year or from the date of appointment for Directors who joined during the year).

Additional disclosures in respect of the single fgure table
Base salary
Details of annual base salaries for Executive Directors for FY16 and FY15 are set out below.

Base salary at Base salary at
26 December 31 December
2015 2016
£000 £000

Executive Directors
John Gilll 326 326
Steve Trowbridge 218 -
Paul Quested - 260

(1) Steve Trowbridge resigned as a Director on 20 April 2016. Paul Quested was appointed as CFO on 22 August 2016.



HSS Hire Group plc 57
Annual Report 2016

FY16 annual bonus and Deferred Bonus Plan
Subject to performance against targets which support the strategic direction of the Group, the Executive Directors are eligible to earn an annual
bonus in respect of each fnancial year.

In our 2015 Annual Report the Executive Directors were awarded a maximum bonus opportunity equal to 100% of base salary and the
performance measures for any annual bonus awarded in respect of FY16 were defned as (1) Adjusted EBITA and (2) personal/strategic measures
in a weighting of 85%:15%.

Adjusted EBITA targets for future fnancial years are not disclosed for commercial confdentiality reasons, but are reported in respect of the
fnancial year being reported on to give context for any bonus amounts awarded. The personal and strategic measures are similarly confdential,
but tie directly into the Company’s strategy and support the strategic enablers which underpin the achievement of our strategic priorities.

Under the Deferred Bonus Plan (DBP), in the event that Executive Directors are awarded an annual bonus in excess of 50% of the maximum annual
bonus opportunity for that year, they are required to defer any annual bonus award earned in excess of 50% of the maximum award into shares
over a two-year period.

The Committee may decide to pay the whole of the bonus earned in cash where the amount to be deferred would, in the opinion of the Committee,
be so small as to make operation of the DBP administratively burdensome. Deferred shares will typically take the form of nil-cost share options

but may be structured as an alternative form of share award. Deferred shares are not subject to any additional performance metrics after the
application of the performance metrics which determines the amount of annual bonus award earned.

The following sections set out the bonuses earned by the Executive Directors for FY16 and how this refects performance for the year.
Adjusted EBITA element

Proportion
of bonus Bonus
determined Threshold Target Maximum Actual earned
Performance measure by measure performance performance performance performance (% of salary)
Adjusted EBITA 85% £28.3m £29.8m £32.0m £20.5m 0%

Strategic element

The strategic element of each Executive Director’s annual bonus opportunity was based on a number of diferent performance measures,

both qualitative and quantitative, refecting the Company’s strategic priorities and the strategic enablers which underpin them. The Executive
Directors delivered strong performance against key priorities which included: continued improvement in the Group’s NPS; continued reduction
inthe Group’s RIDDOR; and the continued development of the senior management team. However, after careful consideration, the Committee
determined that no amount should be paid in respect of this element of the bonus on the basis that fnancial targets were not met.

FY16 long-term incentives
The frst awards were granted under the Company’s LTIP in April 2016, in respect of FY16. The following table summarises those awards granted
to Executive Directors of the year during FY16.

Paul Quested’s FY16 LTIP Awards were granted in September 2016 following his appointment as CFO in August 2016. The awards were scaled
back to refect his reduced period of employment over the performance period.

Type of Number Market value Share price usedto % of award vesting Performance

award of shares atgrant  determine the award at threshold period

John Gill LTIP 388,095 £326,000 84p 25% 3 years
(100% salary)

John Gill CSOP® 35,714 £30,000 84p 25% 3years

Steve Trowbridge LTIP®@ 259,623 £218,000 84p 25% 3 years
(100% salary)

Steve Trowbridge CSOPMe 35,714 £30,000 84p 25% 3 years

Paul Quested LTIP 263,376 £202,800 77p 25% 3 years
(78% salary)

Paul Quested CSOPY 38,961 £30,000 77p 25% 3years

(1) Company Share Option Plan (CSOP) awards were granted in the form of HMRC tax-qualifying market value options and are subject to the same performance metrics as
apply to the LTIP awards. If the CSOP awards are exercised at a gain then LTIP awards will be reduced by the same value to ensure that the combined pre-tax value delivered
to Executive Directors is not increased by the grant of the tax-qualifying market value options.

(2) Both the LTIP and CSOP awards made to Steve Trowbridge during 2016 lapsed on the date of his resignation as a Director.

() The share price used to determine the award was the mid-market closing quotation on the day prior to grant. The date of grant for John Gill and Steve Trowbridge was
7 April 2016. The date of grant for Paul Quested was 28 September 2016.
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The FY16 LTIP awards are subject to EPS and ROCE performance metrics as follows:

Adjusted EPS element (as regards 75% of the FY16 LTIP awards)

ROCE element (as regards 25% of the FY16 LTIP awards)

FY18 Adjusted EPS  Vesting percentage FY18 ROCE*  Vesting percentage
ThreShdd 11p 25% ThreShO|d 165% 25%
Target 12p 50%  Target 17.4% 50%
Stretch 13.5p 75%  Maximum 18% 100%
Maximum 15p 100%

Straight-line vesting in between points.
No vesting below threshold performance.

*For these purposes, ROCE shall be calculated as:
Adjusted EBITA

average capital employed
(excluding cash and short-term debt)

No LTIP awards vested in respect of performance in the year.

Payments made to former Directors during the year
No payments were made to former Directors during the year.

Payments for loss of ofFce made during the year

As announced by the Company on 20 April 2016, Steve Trowbridge
did not receive a termination payment on leaving the Company, did not
receive any annual bonus payment in respect of FY15, will not receive
any annual bonus payment in respect of FY16, and his FY16 LTIP
awards have lapsed in full. The Company made a payment of £2,000
in respect of Steve Trowbridge’s legal fees relating to his resignation

as a Director.

Directors’ share interests

The Committee has adopted a shareholding guideline for Executive
Directors in accordance with which the Chief Executive Ofcer is
required to build up and maintain a shareholding in the Company at
least equivalent in value to 200% of annual salary, and other Executive
Directors are required to build up and maintain a shareholding in the
Company equivalent in value to 125% of annual salary. As shownin
the following chart, the Chief Executive OFcer held shares with a value,
based on the market value of a share on 31 December 2016 (81.5p),

Straight-line vesting in between points.
No vesting below threshold performance.

in excess of the requirement of the guideline. Since joining the Group

in August 2016 the Chief Financial Ofcer has built his shareholding in
the Company from 0% to 15% of annual salary and under the guidelines
adopted by the Group has until August 2021 to build his shareholding

to 125% of his annual salary.

Value of shareholding vs shareholding policy (% of salary)

Actual 373%
John Gill

CEO
Policy |
Actual I 15%
Paul Quested
CFO
Policy |
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The interests of the Directors and their connected persons in the Company’s ordinary shares as at 31 December 2016 (or, if earlier, the date
on which the Director resigned from the Board) were as follows:

ajueuwlollad InQ
pue ssauisng InQ

Unvested and Unvested and
subject to not subject to Total as at
Owned performance performance 31 December
Type outright conditions conditions 2016%
Executive Directors
John Gilll Shares 1,491,189 1,491,189 o
2016 LTIP (nil-cost share options)® 388,095 388,095 ?
2016 CSOP options® 35,714 35,714 E
%]
2016 SAYE options® 15,597 15,597 g
Steve Trowbridge® Shares 657,787  §
Paul Quested Shares 47,000 47,000 o
2016 LTIP (nil-cost share options)® 263,376 263,376 %
2016 CSOP options® 38,961 38,961 §
e}
2016 SAYE options® 15,597 15,597 ®
Non-Executive Directors
Alan Peterson Shares 937,217 937,217
Amanda Burton Shares 35,714 35,714 g
Douglas Robertson Shares 9,523 9,523 §
Neil Sachdev Shares 11,904 11,904 g
(1) Or, if earlier, the date of resignation from the Board, which applies to Steve Trowbridge and Neil Sachdev. g
(2) Steve Trowbridge’s LTIP awards and CSOP options lapsed on the date of his resignation as a Director. =
(3) LTIP awards will vest subject to performance over a three-year period ending with the Company’s 2018 fnancial year. S
(4) CSOP options issued at a market value of 84p per share. o
(5) SAYE options granted at an exercise price of 57.7p per share. =3
@
As at 5 April 2017, the Company has not been advised of any changes to the interests of the Directors and their connected persons as set out =
in this table. g
3
Thomas Sweet-Escott holds no direct interest in the Company’s ordinary shares. However, he has an indirect interest in the Company’s ordinary 2
shares as a result of his interest in Exponent. S

The disclosures on Directors’ remuneration set out on pages 56 to 59 have been audited as required by the Companies Act 2006.
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Performance graph and historical Chief Executive Ofcer remuneration outcomes

The graph below shows the total shareholder return (TSR) performance for the Company’s shares in comparison with the FTSE SmallCap

Index for the period from Admission to 31 December 2016. The Company is a constituent of this Index and as such it has been selected as an
appropriate comparator group. For the purposes of the graph, TSR has been calculated as the percentage change during the period in the market
price of the shares, assuming that dividends are reinvested. The graph shows the value, by 31 December 2016, of £100 invested in the Group over

the period compared with £100 invested in the FTSE Small Cap Index.
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The table below shows details of the total remuneration, annual bonus
and LTIP vesting (as a percentage of the maximum opportunity) for
the Chief Executive OFcer for FY15 and FY16. The table shows the
remuneration for Chris Davies in the period from the start of the FY15
until he resigned as a Director on 25 September 2015, and John Gill's
remuneration as CEO from that date until the end of FY15.

Annual bonus

Feb Apr Jun Aug Oct Dec
2016 2016 2016 2016 2016 2016

Spend on pay and distributions to shareholders

The following table sets out the overall expenditure on pay (as a

whole across the organisation) and the amount of distributions to
shareholders in the form of dividends and share buybacks in respect

of FY15 and FY16. As the Company was a newly listed company during
FY15, the FY15 dividend amount only includes one interim dividend,
whereas the FY16 dividend amount includes both a fnal dividend in
respect of FY15 and the interim dividend in respect of FY16. This

e radsa L TIR3sE  explains the signifcant growth in dividends between the two years

CEO £000 opportunity opportunity”  shown in this table, whereas the actual dividends paid per share have
FY15/Chr|s Da\nes [ 297 S N//.\ stayed fat over this period.

i [¢) Year ended Year ended
FY15/John Gil %0 71% N/A 26 December 31 December Percentage
FY16/John Gil 381 - NA 8000 s s change
(1) No LTIP vested in respect of performance in FY15 or FY16. Dividends 882 1,764 +100%
(2) John Gill's benefts as at the date of his appointment as CEO have been Ov .

: : erall expenditure
used for the purposes of calculating the percentage change in benefts.
purp gthep gechang on pay 90,529 92,485 +2.2%

CEO pay increase in relation to all employees

The table below sets out in relation to salary, taxable benefts and
annual bonus, the percentage change in pay for John Gill and the
average percentage change for the wider workforce. For these
purposes, the wider workforce includes all Group employees who
were continuously employed by the Group during FY16 and FY15
but excludes Executive and Non-Executive Directors.

CEO CEO Wider workforce

Salary® - 0.9%

Benefts®® 2.6% 4.7%
N/A®

Annual bonus

(1) John Gill's salary as at the date of his appointment as CEO has been used for
the purposes of calculating the percentage change in salary.

(2) John Gill's benefts as at the date of his appointment as CEO have been used for
the purposes of calculating the percentage change in benefts.

(3) Taxable value of benefts received in the year comprising medical insurance and
company car or car allowance. This does not include any SAYE options granted
inthe year.

(4) As no annual bonuses were awarded in respect of FY16.

N/A®

The Board is focused on reducing net debt and, after careful
consideration of the signifcant cash investments made during 2016
and the continuing optimisation of the network underway, believe it
is in the best interests of the shareholders for the Group to not pay a
fnal dividend in respect of 2016. As a result of this decision the total
dividend paid and payable by the Group in respect of FY16 totals
0.57p per ordinary share, refecting the interim dividend of 0.57p

per share paid in October 2016.

Implementation of Directors’ Remuneration Policy for the
fnancial year commencing 1 January 2017

Information on how the Company intends to implement the
Directors’ Remuneration Policy for the fnancial year commencing
on 1 January 2017 is set out below.

Salary/fees and benefts

In line with the salary review timetable for all other employees, the
Executive Directors’ base salaries will be reviewed during June 2017,
with any changes taking efect from 1 July 2017. Non-Executive
Directors’ fees will be reviewed during the year. Any increase to any
Executive Director’s salary or Non-Executive Director’s fee is expected
to be modest and will be in line with the range of salary increases
awarded to other employees in the Group.
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Annual bonus

The maximum annual bonus opportunity for FY17 will remain at
100% of salary. The bonus will be subject to stretching performance
conditions based on Adjusted EBITA as regards 45% of the overall
opportunity, Net Debt Ratio as regards 45% of the overall opportunity
and health and safety measures as regards the balance (10%).

The Committee considers that the EBITA performance targets, the
Net Debt Ratio (NDR) performance targets and the details of the
personal/strategic measures should remain confdential to the
Company as they give our competitors an insight into our plans
and expectations. However:

- the Adjusted EBITA and NDR targets (which have been set by
reference to the FY17 budget and require outperformance of the
budget for the maximum Adjusted EBITA and NDR elements of
the bonus to be earned) will be fully disclosed in the FY17 Directors
Remuneration Report on the same basis as the FY16 disclosure
set out on page 57; and

)

- the Committee intends that the sole personal objective and
performance in relation to the health and safety metric will
be disclosed in the 2017 DRR.

LTIP

Itis the Committee’s intention to grant any FY17 LTIP awards on the
same basis as the FY16 LTIP awards were made with the level once
again restricted to a maximum level of 100% of salary, as opposed
to the usual maximum opportunity of 125% of salary which is set out
in the remuneration policy although this will be assessed at the time.
FY17 LTIP awards will be subject to an Adjusted EPS performance
measure (as regards 75% of the award) and a ROCE performance
measure (as regards 25% of the award). Performance will be assessed
over a three-year performance period, and any awards which vest
by reference to that performance will be subject to a further two-year
holding period.

Adjusted EPS is currently the critical KPI for the Company supporting

our focus on proftability and growth and has, therefore, been chosen
as the primary LTIP metric. ROCE has been chosen as the secondary
LTIP metric and is aligned with our strategic focus on capital efciency
and the ongoing drive for operational efciency.

The performance targets attached to the award are still under
consideration by the Committee. It is anticipated that the award will
be made after the half-year results by which time the Committee will
be in a better position to set appropriate and stretching three-year
targets. Accordingly the targets will be disclosed in our interim report
announcement and in the 2017 DRRin full.

Statement of voting at last AGM

The following table sets out actual voting in respect of the resolutions to
approve the Remuneration Policy and Annual Report on Remuneration
at the Company’s 2016 AGM.

Votes % of Votes % of Votes

Resolution for vote against vote  withheld
Remuneration

Policy 113,407,717 9996 41,198 0.04 476
Annual Report on

Remuneration 113,424,930 9998 23985  0.02
Service contracts

Executive Directors’ service contracts are on a rolling basis and may
be terminated on 12 months’ notice by the Company or the Executive.
Service contracts for new Executive Directors will generally be limited
to 12 months’ notice by the Company.

As noted above, Paul Quested joined the Company as CFO on
22 August 2016. His service contract is in line with the provisions
on service contracts in the Group’s Remuneration Policy.

All Non-Executive Directors have initial fxed-term agreements with
the Company of no more than three years.

476

Details of the Directors’ service contracts and notice periods are set
out below:

Unexpired term of

Name Commencement Notice period service contract
Sal 9January e
P Quested 22 August 2016 12 months™ N/AD
A Peterson 9 January 2015 N/AR 374 days®
A Burton 9 January 2015 N/A® 374 days®?
D Robertson 9 January 2015 N/AR 374 days?
T Sweet-Escott 9 January 2015 N/A®) 374 days®¥

(1) Executive Directors’ service contracts are on arolling basis and have no defned
expiry date.

(2) Contracts expire 9 January 2018, subject to re-election at the AGM.

(3) Under the Relationship Agreement, Exponent is able to appoint a Non-Executive
Director to the Board for so long as the Exponent shareholders are entitled to
exercise or to control the exercise of 10% or more of the votes able to be cast on all
or substantially all matters at general meetings of the Company. Mr Sweet-Escott
is Exponent’s current appointee. His contract commenced on 9 February 2015
and therefore expires on 9 February 2018, subject to re-election at the AGM, or,
if earlier, at the point that the Exponent shareholders are entitled to exercise or to
control the exercise of less than 10% of the votes able to be cast.

(4) Calculated from 31 December 2016 to the expiry date of each letter of appointment.

Consideration by the Directors of matters relating to
Directors’ remuneration

The Remuneration Committee is composed of the Company’s
Independent Non-Executive Directors, Amanda Burton (Chair)
and Douglas Robertson.

The Remuneration Committee meets as often as is deemed necessary,
butin any event at least three times a year. The Committee’s key
responsibilities include:

- reviewing the appropriateness of the Group’s Remuneration Policy;

- considering all elements of individual remuneration for the
executive management group, including base salary, bonuses
and performance-related pay, discretionary payments, pension
contributions, benefts in kind and share options or their equivalents;

- formulating performance criteria in relation to performance-related pay;

- reviewing terms and conditions and ensuring clawback or other
provisions are in place so as not to reward failure;

- administering company share schemes as required; and

- ensuring compliance with Governance Code and
disclosure requirements.

Advisers to the Remuneration Committee

During FY16, the Committee received independent advice from
Deloitte LLP in relation to the Committee’s consideration of matters
relating to Directors’ remuneration. Deloitte’s fees for this advice during
the year were £40,860, charged on a time and disbursements basis or
fxed fee depending on the nature of the project. Deloitte also provided
advice to the Company during the year in relation to share plans.
Deloitte is a founder member of the Remuneration Consultants Group
and as such voluntarily operates under its Code of Conduct in relation
to executive remuneration in the UK. The Remuneration Committee is
satisfed that all advice received was objective and independent.

Approval
This Report was approved by the Board on 5 April 2017 and signed
onits behalf by:

Amanda Burton
Chair of the Remuneration Committee
5 April 2017
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Other Statutory

Disclosures

The table below details where certain other information, which forms
part of the Directors’ report, can be found within this Annual Report:

Location within

Information Annual Report

DiVidénds """ Chéirrhan;é Sfatefheht
(page 03)

Directors’ powers Page 62

Directors’ indemnities Page 62

Statement on disclosure of information
to the auditor

Corporate Governance
(page 48)

Greenhouse gas emissions Corporate
Responsibility
(page 36)
Political donations and expenditure Page 62
Financial instruments Page 62
Events and developments impacting
the Company Page 62
Branches outside the UK Page 62
Acquisition of own shares Page 62
Equality and diversity Page 62
Employee involverment Page 63
Impact of change of control/takeover bid Page 63
Directors’ interests Directors’
Remuneration Report
(page 59)

Share capital Note 20 to the Financial
Statements (page 104)

Restrictions on share transfers Page 63

Signifcant shareholders Relations with
shareholders (page 48)

Shares with special rights with regard

to control of the Company Page 63

Shares related to employee share schemes ~ Page 63

Voting rights and restrictions Page 63

Agreements between holders of securities Page 64

Appointment and replacement of Directors ~ Page 64

Amendments to the Company’s

Articles of Association Page 64

Directors’ powers

At the Annual General Meeting to be held on 14 June 2017,
shareholders will be asked to renew the Directors’ power to allot shares,
grant rights to subscribe for or to convert any security into shares or
buy back shares in the Company and to renew the disapplication of
pre-emption rights.

Directors’ indemnities

In addition to the indemnity provisions in their Articles of Association,
the Company and other Group companies have entered into a direct
indemnity agreement with each of the Directors and certain other
ofcers or senior employees of the Group. These indemnities constitute
qualifying indemnities for the purposes of the Companies Act 2006
and remain in force at the date of approval of this Report without any
payment having been made under them. The Company also maintains
Directors’ and ofcers’ liability insurance which gives appropriate cover
for legal action brought against its Directors.

Political donations and expenditure

At the Annual General Meeting held on 15 June 2016, the Company
and its subsidiaries were authorised to make certain political donations
or incur political expenditure. No political expenditure was made by
the Company or its subsidiaries during the FY16 year (FY15: £nil).

Financial instruments

Information on the Group’s fnancial risk management objectives
and policies and the exposure of the Group to market risk, credit risk,
liquidity risk and cash fow risk is provided in note 21 of the Financial
Statements on pages 98 to 100.

Events and developments impacting the Company

The likely future developments of the Company and Group are
referred to in the Chief Executive Ofcer’s Review on page 06 in
the Strategic Report.

Branches outside the UK
The Company has no branches outside the UK, as defned in
section 1046(3) of the Act.

Acquisition of own shares

At the Annual General Meeting held on 15 June 2016, the Company
was authorised to make market purchases of up to 15,476,190 or
10% of the current ordinary shares inissue. The Company has made
no purchases of its own ordinary shares pursuant to this authority.
This authority expires at the close of the 2017 AGM of the Company
on 14 June 2017. A special resolution will be proposed at this year’s
Annual General Meeting to authorise the Company to make market
purchases of up to 17,020,714 (10% of issued share capital of
170,207,142) ordinary shares.

Equality and diversity

The Group is committed to developing all colleagues and encourages
everyone to progress and develop. All training is based on each
colleague’s individual development needs and the requirements of
the role. Provisions are made to ensure that all part-time colleagues
have equal opportunities to undertake development and training.

The Group’s policy is to recruit and promote based on an individual’s
skills, qualifcations, experience and ability to do the job. No applicant,
whether internal or external, will be discriminated against in respect of
age, sex, sexual orientation, disability, race, religion, or beliefs, or on any
other criteria unrelated to an individual’s ability to performin the role.

If an employee becomes disabled during employment, the Group
makes every efort to enable them to continue in employment by
making reasonable adjustments in the workplace and providing
retraining for alternative work where necessary.

The Group is committed to ensuring that the abilities of all of
its colleagues are recognised and valued at all levels of the
organisation through:

- focusing on what people can do rather than on what they cannot;

- challenging stereotypes about people with disabilities; and

- making appropriate adjustments in the workplace to support
colleagues with disabilities to achieve their full career potential.

The Group will not include any discriminatory or subjective criteria in
job descriptions or job advertisements. All recruitment will be made
solely on the basis of competence and skill. Where an applicant
has a disability (as defned by the Disability Discrimination Act)
consideration will be given as to whether any adjustments can

be made to accommodate individual requirements.

The Group is committed to ensuring that the diversity of the
communities served is refected at all levels within the workforce
and that an understanding and awareness of diversity is promoted
in all training and development material.

Performance reviews are completed with every colleague and
focus on measuring job performance and each individual’s
training requirements.
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Employee involvement

The Company uses a combination of ways to communicate with
employees including, but not limited to, the intranet (HSS World) that

is regularly updated and available on PCs at all locations; its internal
newsletter (HIYA!), that reports on recent news, developments,
initiatives and events in the business which is circulated a minimum of
18 times annually, and delivered to all locations; a weekly email ‘bulletin’
supplements this with operational and functional information, that is
required to be printed and displayed on all notice boards where
colleagues may not have immediate access to email. Meetings and
conference calls also form a regular communication channel across the
Group. The method of information dissemination adopted depends on
the information being made available to employees and the associated
confdentiality requirements. The company also sends correspondence
of high importance by mail to employees’ home addresses.

Employees are consulted formally on issues where their interests are
afected via consultation processes led by management and are asked
to give feedback. Colleagues are also invited to raise issues via the
online communications forum ‘Yammer’ and receive feedback.

In June 2016 the Group implemented its frst Group-wide employee
engagement survey. Allemployees were asked to anonymously
populate an online or paper questionnaire which covered a wide
range of aspects of their lives as HSSers including, but not limited to,
their job, their safety, their team, their manager and the company.
Headline fndings of this survey were as follows:

- 70% of employees responded to the survey, with an overall
engagement score of 67% (higher than the national average
of 59.6%).

- 97% of respondents said they cared about the Company, 92% said
they are proud to work at HSS and 90% said that safety was at the
forefront of our business.

- Employees identifed that inter-departmental working and
communications were areas with opportunities for improvement.

A project called Simply HSS was introduced on the back of the

employee engagement results. The project aims to simplify and
improve internal processes, and remove barriers to make doing
business for all employees easier.

Employees are encouraged to send their ideas in via a Simply HSS
email, or via one of the Simply HSS branded ‘ideas boxes’ that have
beeninstalled at all locations.

Focus groups have also been carried out at key Group locations,
to discuss the employee engagement results, and gain more detailed
feedback from employees.

At a meeting of the Directors held on 28 July 2016, the Board agreed
to roll out a 3-year Sharesave scheme. This scheme was previously
referred to in the IPO prospectus and had been discussed and
approved in 2015, but was held back until such time that the Board
thought it appropriate to implement it.

The Company’s fnancial results and performance is regularly
communicated via two mechanisms: the update and provision of
information to senior colleagues on the same day that announcements
are made to investors at the half year and full year and supplements

in the company newsletter HIYA! At the senior colleague conference
calls, there is an opportunity to ask questions of the executive.

An announcement is also made company-wide from our CEO
providing the top-level results and factors involved in our performance
to colleagues via email.

Impact of change of control/takeover bid

There are no agreements between the Company and its Directors or
employees providing for compensation for loss of oFce or employment
(whether through resignation, purported redundancy or otherwise)

that occurs because of a change of control/takeover bid.

A number of the Group’s funding agreements contain change of control
provisions. These are summarised in the table below:

Funding agreement Summary of change of control provision

Senior secured notes Following a change of control the Group
would be required to ofer to repurchase

all outstanding Notes at a purchase price in
cash equal to 101% of the principal amount
redeemed on the date of purchase plus
accrued and unpaid interest, if any, to the

date of purchase.

Revolving credit facility Following a change of control all
outstanding amounts, together with
accrued interest would become

immediately due and payable.

Finance leases (from
various fnance providers)

Certain of the Group’s fnance leases have
conditions where a change of control
could lead to early repayment.

a) Certifcated shares

The Board may, in its absolute discretion, refuse to register the transfer
of a certifcated share which is not a fully paid share, provided that the
refusal does not prevent dealings in shares in the Company from taking
place on an open and proper basis. The Board may also refuse to
register the transfer of a certifcated share unless the instrument of
transfer is (i) lodged, duly stamped (if stampable), at the oFce or at
another place appointed by the Board accompanied by the certifcate
for the share to which it relates and such other evidence as the Board
may reasonably require to show the right of the transferor to make the
transfer; (i) is in respect of one class of share only; and {iii) is in favour
of not more than four transferees.

b) Uncertifcated shares

Subject to the provisions of the Uncertifcated Securities Regulations,
the Board may permit the holding of shares in any class of shares in
uncertifcated form and the transfer of title to shares in that class by
means of a relevant system and may determine that any class of shares
shall cease to be a participating security.

Shares with special rights with regard to control of the Company
There are no shares in issue with special rights with regard to control
of the Company.

Shares related to employee share schemes

No shares have been issued in relation to employee share schemes,
although options have been issued under the Sharesave scheme
(as detailed earlier).

Voting rights and restrictions

Subject to the rights or restrictions set out below or detailed in the
Notice of AGM, on a show of hands every member who is present in
person shall have one vote and on a poll every member present in
person or by proxy shall have one vote for every share of which he is
the holder.

No member shall be entitled to vote at any general meeting in respect
of a share unless all monies presently payable by him in respect of that
share have been paid.

If at any time the Board is satisfed that any member, or any other
person appearing to be interested in shares held by such member, has
been duly served with a notice under section 793 of the Act and is in
default for the prescribed period in supplying to the Company the
information thereby required, or, in purported compliance with such
anotice, has made a statement which is false or inadequate in a
material respect, then the Board may, in its absolute discretion at any
time thereafter by notice to such member direct that, in respect of the
shares in relation to which the default occurred, the member shall not
be entitled to attend or vote either personally or by proxy at a general
meeting or at a separate meeting of the holders of that class of shares
oronapoll.
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Other Statutory Disclosures
Continued

The Notice of AGM specifes deadlines for exercising voting rights and
appointing a proxy or proxies to vote in relation to resolutions to be
passed at the Annual General Meeting. All proxy votes are counted
and the numbers for, against or withheld in relation to each resolution
are announced at the Annual General Meeting and published on the
Company’s website after the meeting.

Under the FCA rules, the election or re-election by the shareholders
of an Independent Non-Executive Director must be approved by an
ordinary resolution of the shareholders and separately approved

by those shareholders who are not controlling shareholders (the
independent shareholders).

As aresult, by virtue of Exponent’s 50.3% shareholding in the
Company, any votes by Exponent on any resolutions relating to the
election or re-election of Independent Non-Executive Director(s) will
not be counted for the purposes of approving those resolutions.

Agreements between holders of securities

The Company is not aware of any agreements between holders of
securities that may result in restrictions on the transfer of securities
or on voting rights.

Appointment and replacement of Directors

Unless otherwise determined by ordinary resolution, the number
of Directors shall be not less than two but shall not be subject to
any maximum in number. Directors may be appointed by ordinary
resolution of shareholders or by the Board.

Under the Relationship Agreement, Exponent is able to appoint a
Non-Executive Director to the Board for so long as the Exponent
shareholders are entitled to exercise or to control the exercise of 10%
or more of the votes able to be cast on all or substantially all matters

at general meetings of the Company. Mr Sweet-Escott is the current
appointee. In addition, in accordance with the Relationship Agreement,
Exponent has appointed an observer to attend Board meetings.

At every Annual General Meeting all Directors at the date of Notice of
Annual General Meeting shall retire from ofce and resolutions for the
re-appointment of those Directors who wish to be re-appointed shall
be put to the meeting. All appointments are subject to the Company’s
Articles of Association and the annual re-election by shareholders.

The Company may remove any Director from ofce, and appoint
another person in place of a Director removed from ofce, both by
ordinary resolution.

A person ceases to be a Director as soon as:

a) he/she ceases to be a Director by virtue of any provision of the
Act or is prohibited from being a Director by law;

b) he/she is subject to a bankruptcy order or compounds with
his/her creditors generally;

¢) he/she becomes physically or mentally incapable of acting as
a Director and may remain so for more than three months;

d) he/she resigns or retires;

e) he/she is absent for more than six consecutive months without
permission of the Board from meetings of the Board held during that
period and the Board resolves that his/her ofce be vacated; or

f) he/she receives notice signed by not less than three-quarters of the
other Directors stating that that person should cease to be a Director.

Amendments to the Company’s Articles of Association
The Company’s Articles of Association may only be amended by the
passing of a special resolution at a general meeting of shareholders.

Daniel Joll
Company Secretary

5 April 2017

Disclosures required by Listing Rule 9.8

Listing Rule 9.8 requires that certain information is disclosed within
the Annual Report. The table below sets out the required information
and its location within this document, where applicable.

Listing Rule Information Location
LR 9.8.4(R)4) Long-term incentive Remuneration
schemes Directors’ Report
(pages 54 to 61)
LR 9.8.4(R)(14) Agreement Page 64 (see below)
with controlling
shareholders

No further LR 9.8.4 disclosures are required.

As required by LR 9.2.2AR (2)(a) the Company has entered into
a Relationship Agreement with Exponent (see page 44 for further
details on this agreement). The Board of Directors confrm that:

- the Company has complied with the independence provisions
included in this Relationship Agreement;

- so far as the Company is aware, Exponent and its associates have
complied with the independence provisions included within the
Relationship Agreement; and

- so far as the Company is aware, Exponent has complied with the
procurement obligation included within the Relationship Agreement.

This Statement in respect of LR 9.2.2AR (2)(a) was approved by the
Board of Directors on 5 April 2017 and is signed on its behalf by:

J.B.Gill
Director

5 April 2017
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Directors’ Responsibility

Statement

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

Company law requires the Directors to prepare Financial Statements
for each fnancial year. Under that law the Directors are required to
prepare the Group Financial Statements in accordance with IFRSs as
adopted by the EU and Article 4 of the IAS Regulation and have elected
to prepare the Company Financial Statements in accordance with
United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting standards and applicable law). Under company
law the Directors must not approve the Financial Statements unless
they are satisfed that they give a true and fair view of the state of afairs
of the Group and Company and of the proft or loss for the Group for
that period.

In preparing the 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 IFRSs as adopted by the EU have been followed,
subject to any material departures disclosed and explained in the
Financial Statements;

- prepare the Financial Statements on the going concern basis unless
it is inappropriate to presume that the Group or parent Company
will continue in business; and

- prepare a directors’ Report, a Strategic Report and Directors’
Remuneration Report which comply with the requirements of the
Companies Act 2006.

The Directors are responsible for keeping adequate accounting records
that are sufcient to show and explain the company’s transactions and
disclose with reasonable accuracy at any time the fnancial position of
the Company and enable them to ensure that the Financial Statements
comply with the Companies Act 2006 and, as regards the Group
Financial Statements, Article 4 of the IAS Regulation. 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 irregularities.

The Directors are responsible for ensuring the Annual Report and

the Financial Statements are made available on a website. Financial
Statements are published on the company’s website in accordance
with legislation in the UK governing the preparation and dissemination
of Financial Statements, which may vary from legislation in other
jurisdictions. The maintenance and integrity of the company’s website
is the responsibility of the Directors. The Directors’ responsibility

also extends to the ongoing integrity of the Financial Statements
contained therein.

Directors’ responsibilities pursuant to DTR4
Each of the Directors, whose names and functions are detailed on
pages 42 and 43, confrms that to the best of his or her knowledge:

- the Group Financial Statements have been prepared in accordance
with International Financial Reporting Standards (IFRSs) as adopted
by the European Union and Article 4 of the IAS Regulation and give
atrue and fair view of the assets, liabilities, fnancial position and
proft and loss of the Group; and

- the Annual Report includes a fair review of the development and
performance of the business and the fhancial position of the Group
and the parent Company, together with a description or the principal
risks and uncertainties that they face.

This Responsibility Statement was approved by the Board of Directors
on 5 April 2017 and is signed on its behalf by:

J.B.Gill
Director

5 April 2017

Approval of the Directors’ Report
The Directors’ Report on pages 38 to 65 was approved by the Board
of Directors on 5 April 2017 and is signed on its behalf by:

J.B.Gill
Director

5 April 2017
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