•	The Hot Isostatic Pressing Product Fabrication (HIP PF) business unit revenues grew by over 60%, with expansion of activity
in all territories. Demand for HIP services from the aerospace and industrial gas turbine markets is buoyant and we expect
further growth in this area for some considerable time. As a result of the HIP PF growth and the HIP Services growth trends,
we are starting to see capacity constraints ahead. In response to this we have agreed to invest over $20m of expansion capital
to this area which will be deployed over the next eighteen months.
Opportunities to expand the business continue to surface at a high rate in our more established markets in Europe and North
America. A good proportion of these are as a result of technology changes driven by environmental factors such as elimination
of chrome plating or the pursuit of lighter vehicles with better fuel efficiency and lower emissions. The services and processes
we offer in these areas such as Corr‑I‑Dur® and low pressure carburising provide our customers with a very high value
proposition and consequently we are able to secure above average returns on investment.
The combination of the various elements of our strategy, in technology driven expansion, emerging markets expansion and
specific secular growth market expansion, leads to a higher demand for capital investment. Returns on investment in these areas
are all very attractive and we expect in the near term that the Group will invest in capital expenditure at a slightly higher level than
the depreciation charge.
Bodycote is now debt free and has strong cash generation. These characteristics enable us to consider enhancing our potential
for future profit growth by increased investment, both internally for organic growth and through selective acquisitions. We seek
a balance between gaining immediate returns, longer term growth prospects and limitation of risk. Our acquisition focus is
on achieving attractive returns on investment through ‘bolt‑ons’ to our existing business.
Taking into consideration the ongoing improvement in the Group’s results and its strengthened financial position the Board
is recommending a final dividend of 7.3p per share payable in May 2012 following shareholder approval at the AGM. Together
with the interim dividend of 3.6p per share paid in November 2011, the total dividend for the year will amount to 10.9p costing
£20.7m, which represents an increase of 25.3% when compared to the 2010 amount. If approved at the Annual General
Meeting, the dividend will be paid on 4 May 2012 to all holders on the register on 10 April 2012.
The macroeconomic environment may continue to be challenging, but with nearly half of the Group’s activity in areas which
have long‑term growth drivers that are less likely to be impacted by economic headwinds we believe there is a good prospect
that the business will continue to move forward in the coming year.
As you will see from the enclosed form of proxy, in addition to the ordinary business your Board is proposing four items of special
business as set out in resolutions 12 to 15. Briefly, these relate to: the renewal of the authority for Directors to allot shares;
the dis‑application of pre‑emption rights to permit limited allotment of ordinary shares for cash; the renewal of authority
for the Company to purchase its own shares; and authority for the Company to call General Meetings at 14 days’ notice.
You will find enclosed a form of proxy which, to be effective, you should please complete in accordance with the instructions
given and return so as to reach the Company’s registrar as soon as possible, but in any event not later than 48 hours before the
time of the meeting. The completion of the form of proxy will not prevent you from attending the meeting in person, if you wish
to do so.
Copies of the full notice of meeting and the 2011 annual report and accounts are available to read in full on the Company’s
website, together with the presentation made to City analysts.
Yours faithfully,

A.M Thomson
Chairman
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