e .
(&g%

-

- . - - . v e
- ; . .
g A s 2 A

.
-

o

12025911

-

<

o




Contents

The Year

Key Financial Figures 2011

e}

Market Leadership Positions TS
4 Product Range ‘é‘i]thﬁd»usé? 7
CRH: Sustainable and Responsible
g Chairman’s Staiement
11 Chief Executive’s Review

Finance Review
21 Group Operations
24 CRH Executive Management Team

26 Operations Reviews

Governance
38 Board of Directors
40 Corporate Governance Report

48 Report on Directors’ Remuneration

Directors’ Report

Financial Statements
59 lndependém Auditors’ Report
650 Consolidated Financial Statements
G4 Accounting Policies

Notes on Consolidated Financial Statements

Other Information
112 Shareholder information
T Group Fiﬁanciai éummary
? Ménagement
18 Principal Subsidiary Undertakings

124 Principal Joint Venture Undertakings

Principal Associated Undertakings




Key Financial Figures 2011

Mait Prove
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€ million

Sales 1 8,081 +5%

%

WTEB'TDA 1 ,656 +3%

Operating profit (EBIT) 871 +25%
Profit before tax 71 1 +33%

cent

Earnings per share 82-6 +35%
Cash eamnings per share 1 94-0 no change
Dividend per share 62-5 no change

times

Net Debt/EBITDA 2 " 1
EBITDA/Net interest cover 6 u 4
EBIT/Net interest cover 3 ® 4

Dividend cover 1 n3




An international, national and regional leader
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Our diverse product range services the breadth of construction needs

Infrastructure 35%, residential 35% and non-residential 30% (EBITDA)
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New construction 55% (EBITDA) Repair, maintenance and improvement 45% (EBITDA)

.
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CRH: Sustainable and Responsible

CRH's strategic visionis clear and consistent - to be a responsible international
leader In - bullding materials delivering “superior performance and - growlh.
To achieve this, CBH has-embedded - the -twin-concepts - of sustainabllity
and  corporate social “responsibility (C8R) throughout its -activities.  CRH
is committed 1o managing, in ‘a-sustainable and: responsible  mannet, all
aspects of its operations relating to employees, customers, nelghbours; local
communities, shareholders and other stakeholders:

Sustainability Strategy

CRHs sustainability and. responsibility commitments -are focussed on four
specific areas of business. These are: health and safety; environment :and
climate change; corporate governance and social performance. In each of
these areas, CRH has: clearly defined policies; -objectives, implementation
programmes, review procedures and reporting machanisms.

During 2011, CRH further developed its platforms on sustainable development
and C8R. CRH firmly believes that making progress 0 these areas is edsential
for: continued ~ strong - corporate  performance. - and provides significant
opportunities for growth.

Health and Safety

The health and safety of all those working for CRH continues to receive the
highest priority. CRH is-fully committed 1o maintaining the safety, health and
walfare of employees and contractors at all locations.

During the year, many new:inifiatives were implemented to-augment existing
systems in-areas of contractor safety, transport safety, -operational safety,
maintenance safety and others,

Despite these safety improverents;, CRH deeply regrets that seven falalities
{four employess - and - three -confractors) “ocourred - in Group subsidiary
companies durng 2011, Each fatality is a tragedy, not anly for the immediate
family, but: also for the broader CRH community, During .the year, we have
intensified our efforts 1o eliminate fatalittes from our -operations; and have
introduced revised proceduresto ensure that circumstances surrounding such
avents are promptly-identified; and that lessons learined are communicated
throughout the Group-as a matter of urgency. The elimination of fatalities
remains:a-key priority-across CRH,

Environment and Climate Change

CRH continues to-focus on-achiaving the highest standards of environmental
management and ‘control. Environmental reporting across the Group s 1o
globally recognised - guidelines. Many of our locations have indeperidently
accredited environmental management systems:

CRH remaing fully comimitted 10 addressing the challenges of climate change.
Ongoing programmes - to. improve -energy efficiency, increase the use of
alternative fuels, ‘optimise water use; reduce waste and increase recyeling
are core 10 the Group's dctivities. In addition,  product devélopment. and
innovation, with emphasis onlower carbon products, s increasingly a priority.




CRH remains on target to meet its commitment to reduce specific cement
plant carbon emissions by 15% on 1990 levels by 2015,

CRH continues to work on the restoration of worked-out pits and quarries and
is cornmitied to maintaining biodiversity in the locations in which it operates.

Corporate Governance

CRH is widely recognised as operating to the highest levels of corporate
governance. At Board level, CRH complies fully with the requirements of
the 2010 UK Corporate Governance Code and also with the provisions of
the Sarbanes-Oxley Act in so far as they apply to CRH. A detailed review of
corparate governance is provided on pages 40 to 47 of this Report.

Social and Community

ORH believes that continued sustainable business success depends on the
excellent relationships maintained with stakeholders - employees, customers,
suppliers, neighbours and others.

CRH provides significant employment at its 3,600 locations worldwide and
contributes significantly to local econormies and communities. In addition to
local purchasing, use of local services and payment of local taxes and rates,
ORH supports a variety of local community and social intiatives. In 2011,
rmany CRH locations hosted open days so neighbours could see at first hand
the sustainable nature of CRH production processes and products.

Dow Jones
Sustainability Indexes

Mambier 2041/12

FTSE4Good

Communications

CRH attaches great importance to communications with all stakeholders and
in 2011 maintained its open door policy on stakeholder engagement. During
the year, CRH communicated regularly with key stakeholder groups on a broad
range of issues, including its sustainability and responsibility commitrernts
and performance.

Full details of CRH's sustainability and responsibility performance are published
in separate annual CSR Reports, which are available for download from
www.crh.com. CRH continues to ensure full independent verification of its
reporting In these areas to the Global Reporting initiative (GRI) A+ level. The
verified 2011 CRH Sustainability and CSR Report will be available by mid-2012.

External Endorsements

In 2011, CRH maintained its distinguished record of being ranked among
sector leaders by leading Sustainable and Responsible Investment (SRI) rating
agencies. CRH continues as a constituent member of several sustainability
indices including the Dow Jones Sustainability Indexes and the FTSE4Good
Index. In addition, many Group locations have won high-ranking accolades for
excellence in sustainability achievements.
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Chairman’s Statement

The global financial and economic crisis continued to impact trading conditions
in our main markets during 2011, Against this background the Group recorded
a profit before tax ‘of €711 million ‘and earnings: per share of 82.6¢ after
restructuring and impairment -costs.  The profit and sarnings per share out-
turns represent increases of 33% and 35% compared with the 2010 cutcome
of €634 million and 61.3¢ respectively. We regard this as a good result in' the
prevailing clrcumestances.

Detalls of the challenges faced by the Group -during 2011 and of the
performances of the separate business segments are given in the Chief
Executive’s Review and in the Finance and Operations Reviews which follow,

Dividend

The Board decided in August last to maintain the interim -dividend at 18.5¢.
Taking into account the 2011 profit out-turn and strong balance sheet, and
having regard to-the. current. economic: and -trading -outlook; -the :Board . is
recommending-a-final dividend of 44¢ per share which, if approved &t the
Annual General Meeting in May, will maintain the full year dividend at 62.5¢;

Development Activity

Total acquisition spend for 2011 was €610 milion (2010: €567 million) which
included 45 traditional bolt-on transactions.” First-half expenditure included
acquisitions across al six operating segments, strengthening” our - existing
rarket positions and adding valuable and well-located aggregate reserves. The
second-half saw a step-up in the pace of development activity with expenditure
of €447 million on 28 acquisitions including the VWM Group, an important
strategic add-on for our existing Benelux-based. Gementbouw ‘business,
adding two cement grinding mills in Belgium with-a .combined capacity of 1.5
million tonnes plus two readymixed concrete plants in Belgium and- France;
We also continued to expand our footprintin developed markets in the United
States and Europe and to invest further in northéastern China through our 26%
holding in Yatai Building Materials.

Portfolio Review

In my staterment last year | referred to the continuing re-evaluation’ of ‘the
Group’s portfolio which led to agreements to dispose of a number of businesses
where we did not see potential for CRH to gain market leadership positions or
which were non-core businesses for the Group. The vy Steel business in the
United States was sold in late 2010 and -the Insulation-and  Climate Contral
divestments in BEurope were completed in the first half of 2011, In Sepiamber
2011 we sold Prermier Periclase, our-seawater magnesia operation In reland,
During the year we also disposed of our 35% associate investment in the Trialis
distribution business in France.

Share Listings

in Novermber 2011, CRH announced: the reclassification ofits Ordinary Shares
frombeing primary-listed 1o being secondary-listed onthe Irish Stock Excharige
(I5E). The Group retained its premium listing on the London Stock Exchange
(LSE), which it has had since the 1970s, although with effect fromi & November
2011 CRH Ordinary Shares listed in London are traded in Sterling pence rathier

a8 GRH

than:in suro: These changes facilitated the inclusion of CRH in the FTSE 100
and the FTSE All-Share indices: Trading continues in eurc oh the 1SE.and we
continue 1o be a member of the Dow Jones EURO STOXX 50 Index which
comprises 50 of the leading blue chip companies in the Eurazone,

The changes represent a logical progression for CRH given the international
nature of our business and the fact that the majority of trading in the Group’s
shares ‘has-been-on the LSE for some ‘years. I believe” the’ naéw 1isting
arrangerments will increase the Group's attractiveness 1o a wider international
investor base,

Corporate Governance

The Board is responsible for the leadership, oversight, contral, development
and long-term success of the Group. The Board and management are
committed to- maintaining very high standards of corporate governarice and

ethical business conduct and are satisfied that appropriate risk management
and internal controls are-in- place throughout the Group:.: Risk management
has, quite: correctly, been the sublect of far more attention’in the past few
yearsinthecontext of the recessionary environment and high profile failires of
fisk systems in:global organisations. The Board has delegated responsibility
for. the monitoring -of -risk rmanagement and [internal-controls 107 the Audit
Commitiee. Inaddition, management has undertaken a significant raview of
{he Group’s risk management framework to ensure thal-the systems in place
arg-appropriately robust and reflect the organisation structure and diversity
of the Group. . :

Areport on CRHYS key governance principles and practices is provided on
pages 40 1o 47-This report sets out in detail how the Board operates and
leads the Group. It also outlines-how the 2010 UK Corporate. Governance
Code, which applies ‘1o the: Company, is implemented,  As - Chairman,



| am satisfied that the Board operates effectively. Board meetings are
characterised by open debate and positive interaction between executive and
ron-executive Directors. The internal mechanisms in place to evaluate Board
performance, which are set out in detail in the Corporate Governance Report,
provide a robust means to verify this sach year. The Board has decided to
erihance the intemal review process through the appointment of an external
service provider 1o facilitate the Board evaluation avery three years. The first
externally-facilitated evaluation will take place later in 2012,

Board and Senior Management

Liarm O'Mahony retired from the Board on 31 December 2011 after over 40
years with the Group and 20 vears as a Board member, including eight years
as an executive Director, followed by nine years as Group Chief Executive
and the past three years as a non-executive Director. Liam has made a huge

contribution to the growth and development of CRH during his outstanding
career in all of these roles. On behalf of the Board, | thank him for his valued
advice, wise counsel and commitment to the interests of shareholders.

The Directors and | are committed to ensuring that the Board is sufficiently
diverse and appropriately balanced, and these are core elements taken
into account by the Nomination & Corporate Governance Committee when
it makes recommendations on Board appointments. The renewal policy is
described in detail on page 40. The recent appointments of Ermst Bértschi
and Heather Ann McSharry are very much in keeping with these principles,
continuing the process of board renewal at a pace which is consistent with
the maintenance of the Board's teamwork and core values.

Ernst Bartschi was co-opted to the Board on 26 Qotober 2011 as a non-
axecutive Director. Ernst, who is a Swiss national, is a former Chief Executive
of Sika AG, a manufacturer of specialty chemicals for construction and general

industry. Over the course of his career he has gained extensive experience in
India, China and the Far East generally.

Heather Ann McSharry was co-opted to the Board on 22 February 2012 as a
non-executive Director, Heather Ann is Chairman of the Board of Trustees of
Rark of lreland Pension Fund and is & director of IDA Ireland and the Institute
of Directors. Sheis a former Managing Director of Reckitt Benckiser and Boots
Healthcare in Ireland and was previously a director of Bank of Ireland and
Enterprise Ireland.

Both Ernst and Heather Ann bring valuabie experience to the Board. | have
agreed a tailored induction programme with each of them, which over the
course of their first year on the Board will provide them with an in-depth
understanding of the Group.

The individual members of the CRH Board have the skills, knowledge and
experience, including international experience, to lead the Company. | have
conducted a formal evaluation of the performance of all Directors. This process
covers the training and development needs of individual Directors, where
appropriate. | can confirm that each of the Directors continues to perform
effectively and to demonstrate strong commitment to the role. In accordance
with the policy adopted in 2011, the Directors will retire at the Annual General
Meeting on 9 May 2012. | strongly recommend that each of them be re-elected.

At the conclusion of the Annual General Meeting on 9 May 2012, | wil
step down as Chairman and from the Board. I would like to express my
personal appreciation to my colleagues on the Board, to our shareholders,
to management and to the staff of CRH for the support and goodwill they
have extended to me since | joined the Board in 1998, and particularly since |
became Chairman in 2007. | consider myself as very fortunate to have had the
company of such outstanding people and the opportunity to be part of such
an exceptional company.

| am particularly happy that the Board has chosen Nicky Hartery to succeed
me as Chairman. His experience, capabilities and commitment will ensure that
the Board continues to lead the Company in a responsible and effective fashion
in the years ahead.

Management and Staff

The strength and depth of our management team has been demonstrated once
again by our ability to achieve resilient returns even in the current exceptionally
difficult economic and trading environment. | thank Myles Lee and all CRH
employess for their contribution and commitment to the success of the Group.

Conclusion

Management's views on the outlook for 2012 are set out in the Chief Executive’s
Review and the various Operations Reviews. The overall trading outlook for
2012 remains challenging. There is uncertainty about the future of the global
economy and consequently about the recovery of construction markets, given
the lag effect for our sector. Against the background of this environment, the
hasic fundamentals of our strategy are as valid today as they were pre-crisis.
We will continue to focus relentlessly on ensuring that our businesses are well-
positioned to deal with whatever trading conditions present themselves.

Kieran McGowan
27 February 2012
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Chief Executive’s Review

Key Aspects of 2011 Results

Sales increased by just over 5% to €18.1 billion (2010:
€17.2 billion). Underlying like-for-like sales advanced
by just under 5% while incremental sales arising from
2010/2011 acquisitions outweighed the impact of
business disposals and adverse exchange

translation effects.

EBITDA amounted to €1,656 million, a €41 million
increase on the €1,615 milflion reported for 2010.
EBITDA is stated after charging costs of €61 million
(2010: €100 million) associated with the Group’s
ongoing restructuring initiatives.

Operating profit increased by 25% to €871 million
(2010: €698 million) after restructuring and impairment
charges of €82 million (2010: €202 million).

Profit before taxation of €711 million (2010: €534
million) showed an increase of 33% after charging
total restructuring and impairment charges (including
associates) of €93 million (2010: €224 million).

Earnings per share up 35% to 82.6¢ (2010: 61.3¢) with
dividend per share maintained at 62.5¢. Dividend cover
improved to 1.3 times from 1.0 times.

Year-end net debt of €3.5 billion was in line with
December 2010. CRH continues to have one of the
strongest balance sheets in our sector with year-end net
debt to EBITDA of 2.1 times and 2011 EBITDA to net
interest ratio of 6.4 times.

My thanks to our world-wide team across 36 countries
for their ongoing commitment and dedication
throughout a challenging year.
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Chief Executive’s Review continued

2011 Operations

Trading in the early months of 2011 benefited from a much more favourable
weather backdrop than at the start of 2010. Reported sales revenue for the
first half increased by 7%, -on a like-for-like basis, excluding the impact of
acquisitions, divestmerits and translation, underlying sales increased hy 5%.

With increased strains in financial markets, the pace of underlying growth,
particularly in core Burozone markets, slowed through the third quarter while
heavy September rainfall in parts of the United States also had an adverse
impact. However, a strong finish to the year with mild November/December
weather conditions resulted in a 4% second-half sales increase (5% underlying).

Overall sales revenue. for the year.of €18.1 billion was ahead of 2010. The
underlying increase of 5% comprised a volume increase of approximately 3%
and an increase of approximately 2% in-average selling prices. This level of price
increase, achieved in highly competitive markets, was not sufficient to recover
the higher input costs experienced across the Group.

Europa Materials delivered improved overall profits despite energy input cost
challenges and lower benefits from trading in CO, allowances. Results from
operations in‘developing and stable regions, which account for roughly 85% of
this segment’s EBITDA, were generally positive and benefited from acquisitions;
however trading remained tough in the “austerity economies” of Ireland, Spain
and Portugal, which together generated roughly 15% of segment EBITDA,

Europe Products made good overall progress in 2011, although with increasing
uncertainty in Eurozone financial markets in the second half of the year sales
momentym slowed compared with the first half. Higher restructuring costs and
the absence of earnings from buginesses disboéed of resulted in a slight decline
i overall EBITDA; however, with fower impairment charges operating profit
showed a significant increase.

Europe Distribution had a {andmark year ‘as, assisted by acquisitions, sales
revenue -exceeded the €4 billion level for the first time whils margins moved
ahead.-Although demand moderated in the second half, this segment’s Repair,
Maintenance and Improvement (RMI) exposure mitigated the slow-down.

The full year-out-turn for Americas Materials was better than projected in our
November: trading staternent as a favourable end to the construction season
weather-wise enabled us to out=perform our earlier expectations. Total energy-
related - costs; including liquid: asphalt, diesel, gasoline and fuel oils, as &
proportion of segment sales, increased by over 2 percentage points, Against
this backdrop, and with-highly competitive markets; limiting the margin decling
farthis business 1o less than 1% was a considerable achieverment.

Americas Products delivered improved results and areturn to operating profit
following signifficant impairment costs and tough trading in 2010. With higher
fuel and -other-input ‘costs, -and the costs associated with the rofl-out of the
Building -Solutions programme; - like-for-like results in North America were
below 2010, Lowerprofitability in Argentinaled to a reduced contribution from
South America:

ubic metres o

Americas Distribution enjoyed good sales-growth in 2011 and finished the year
strongly. Although markets ‘were competitive and product costs rose sharply,
margins moved ahead at both EBITDA and operating profit level.

The cost reduction and operational excellence inftiatives which commenced in
2007 continued in 2011 and cumulative annualised savings-from these actions
over the five years to 2011 now stand at €2 billion. The incremental savings
generated in 2011 amounted to €154 million but were more than offset by input
cost increases that were not recovered in pricing.

Development

Total development spend amounted to €0.6 bilion in 2011 of which
approximately 74% was invested in materials operations, 16% in distribution
and 10% in products activities.

Our Europe Materials Division acquired the VWM Group of businesses whose
main operations include two cement grinding mills in Belgium with a combined
capacity of 1,6 million tonnes. This transaction represented an important strategic
opportunity for our existing Cementbouw cement trading and readymixed concrete
buginess in the Benelux and also complements our Products operations in the
region which encompasses: structural, landscaping and infrastructure products
in concrete. The Division also completed two transactions in Ukraine which




enhance our market presence when combined with our recently commissionad
state-of-the-art cement plant in western Ukraine.

Americas Materials had an active year with the investment of approximataly
US$0.3 billion on 19 transactions which added over 0.5 billien tonnes of fong-
term reserves and expanded our geographic footprint across 15 states.

Furopean Distribution continued the bulld-out of its Sanitary Heating and
Plumbing (SHAP) activities in Belgium doubling to 20 the number of stores
operated in the country. We see SHAP as a growth sector for the Group in
Europe with opportunities to further expand our existing positions in Belglum,
MNorthern Germany and Switzerland.

Americas Distribution was also active in adding 1o its branch network, particularly
in its exterior products segment. The most significant transaction was the
acquisition of a 15-branch exterior products distributor in the Northern Plaing
region with branches in Minnesota, Wisconsin, the Dakotas and Nebraska. This
acquisition brings our total branch network in this region to 26,

Development spend in the Products segments remained subdued throughout
2011 as acquisition targets in these activities continued to face challenging
new-bulld construction markets. As a result, CRH adopted a very selective
approach to transactions in this business segment.

Our ongoing approach to portfolio review was reflected in the completion of
a number of business divestments during 2011. These combined with the
ongoing disposal of surplus land, plant and equipment across our various
activities generated total proceeds from disposals of aimost €0.5 hillion.

Organisation and People

With effect from January 2011, as part of an organisational afignment to
accelerate the capture of market growih opportunities while streamlining
common business processes and functions, the Architectural, Precast and MMI
groups within Americas Products were combined to form a new product group
- Bullding Products — under the leadership of Keith Haas.

This reorganisation has proved very successful and we have now further re-
aligned our management structure in the Americas. With effect from 20 February
2012, Doug Black, previously Chief Executive Officer (CEOQ) of Americas
Materials, took on the role of President and Chief Operating Officer (COQ} of
Qldcastle, Inc. (holding company for CRH's operations in the Americas) reporting
to Oldeastle CEQ, Mark Towe, Randy Lake took over from Doug as CEO of Americas
Materials, again with effect from 20 February 2012. Keith Haas took on expanded
responsibilities with the absorption of our BuildingEnvelope™ operations into
the Building Products structure. Randy and Keith, together with Bob Feury, CEO
of Americas Distribution, all report to Doug in his role as COO, Oldcastle.

Francisco lrazusta joined Europe Products & Distribution in early 2011 and
has assumed responsibility for our Products operations reporting to Erik Bax,
Managing Director, Europe Products & Distribution.

With these changes | believe we have an experienced and highly skilled team
positioned to deliver for CRH in the years ahead.

In July 2011 Bill Sandbrook resigned from our US operations 1o take up a
position elsewhere in the industry. We thank Bill for his long and commitied
service over many years.

Group Strategy

CRH strategy is to sustain and grow a geographically diversified business with
exposure to all segments of construction demand, enabling CRH to achieve its
vision of being a respansible international leader in building materials delivering
superior performance and growth.

CRH's Business Model

CRH outperforms in its business operations, develops its people and builds
reglonal market leadership positions across an actively managed portfolio,
while a federal structure effectively combines large company resources
and local company entrepreneurship. The portfolio is well balanced across
geographies, sector end-uses, and both new and RMI construction, thus
providing exposure to multiple demand drivers which help smooth the effects
of varying economic cycles,



Chief Executive’s Review continued

With a rigorous approach to capital allocation and a strong focus on cash
generation, CRH reinvests in its existing assets and acquires well-run, value-
creating businesses while seeking exposure 1o new development opportunities
and creating platforms for future growth. In a fragmented industry, CRH typically
acquires small to mid-sized companies which complement the existing network;
however this is augmented from time to time with larger transactions where
we see compelling value. This sustainable business model and overall strategic
approach has enabled CRH to deliver superior long-term performance through
the business cycle.

Developed Economies

In the developed world, CRH's strategic focus is to continue to reinvest in its
established platforms for operational efficiency, product quality and customer
service. The development of these businesses is primarily through bolt-on
acquisitions which enhance vertical integration, bolster our strong long-term
permitted reserves positions and fill out regional and product level positions.
In Western Europe -and North America CRH has built a balanced portfolio of
businesses which sewice the breadth of building materials demand from
the fundamentals of heavy materials and elements to construct the frame,
through value-added exterior products that complete the building envelope, to
distribution channels ‘which service construction fit-out and renewal. In many
of its regions, CRH'’s diverse business base is uniquely positioned to provide a
broad product offering to the construction industry, While our heavyside building
materials operations support the Group’s exposure to new-build construction,
the lightside of our product range enables CRH to participate in the growing RMI
markets of mature economies.

Daveloping Economies

In emerging regions, CRH's strategy is to target premium assets as an initial
footprint, usually in cement and often in partnership with strong local established
businesses. We identify entry platforms that have well-located quality
operations and good regional market positions and which have the potential
to develop further downstream into integrated building materials businesses as
construction markets become more sophisticated over time. In the mid-1990s,
ORH applied this approach to its entry into the Polish market and today the
Group is the leading integrated building materials company in Poland. CRH is
now replicating this approach in its platforms in Ukraine, India and China. As
these markets develop, more sophisticated construction methods will emerge
and, as has been our experience in Eastern Europe, a wide range of value-
added construction products will be required, enabling CRH to roll out & broader
range of products over time across the industry.

2012 Qutiook

In Europe, the European Central Bank's Long Term Refinancing Operations
which commenced in late December have eased the pressures on funding
in the Eurozone banking sector. However, the banking sector remains highly
leveraged and continuing reductions in bank balance shests are leading to lower
corporate and personal lending. These factors are contributing to the current
uncertainty in relation to the growth outlook for Europe in 2012,

In the Americas, the flow of economic data in the US has been incrementally
positive since the third quarter of 2011, with ongoing favourable job creation
numbers and an improving growth outlook after a soft patch in the economy
in mid-2011. These indicators suggest that the US should avoid a double-dip
recession with some commentafors now projecting more robust GDP growth in
2012 than that achieved overall in 2011,

It is still too early to assess the effect of recent financial market volatility on
European construction prospects for 2012 although first half demand seermns
likely to suffer some impact. Nevertheless, for the year as a whole we currently
expect resilient demand in Poland and Germany and only modest declines
from a strong 2011 in Finland and Switzerland (these four countries accounted
for roughly a quarter of 2011 Group sales), while our recently-commissionead
cement plant in Ukraine will vield major operational improverments, Activity in our
other European markets is likely to be more subdued than in 2011, While the
outlook for the Benelux and France (together almost 20% of 2011 Group sales)
has weakened, our significant RMI exposures in these countries should: once
again support performance in 2012,

In the Americas, indications of a likely pick-up in new housing activity in the US
have strengthened over recent months while there is increasing evidence that
non-residential markets are beginning to bottorm out. With the current extension
to the Federal Highway Funding programme expiring at end-March, political
debate on a renewed programme, or on further extensions to the existing
programme; has intensified. Our expectation is that an extension at a funding
level close 10 that provided for 2011 will eventually be agread for 2012,

Assuming ro-major economic or energy. market dislocations, -we-expect to
generate further like-for-like revenue growth in: 2012 ‘with the ‘achievement
of targeted price increases a key priority. This-combined with benafits from
acquisitions ‘completed in 2011 Jeads us to expect further progress in the
year ahead.



* Total Shareholder Return calculated at each period end on an initial €100 investment in 1970, The Group has delivered superior
long-term growth in total shareholder return, averaging 15.8% per annum since the Group was formed in 1970.
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Finance Review

Overall like-for-like sales for the year were 5% ahead of
2010, the first annual organic sales increase for the Group
since 2007.

With higher sales revenue, improved efficiencies and
lower restructuring costs, EBITDA was ahead of last vear,
although the impact of significant energy-related cost
increases, particularly on our materials businesses in
both Europe and the Americas, limited the increase to
€41 million (+3%). The full year depreciation and
amortisation expense, before impairment charges, was 6%
lower than last year at €764 million (2010: €815 million);
this, combined with a €81 million reduction in impairment
charges, contributed to a 256% improvement in operating
profit. Group operating profit margin improved to 4.8%
(2010: 4.1%), the first increase in this metric since 2007,

Year-end 2011 net debt of €3.5 billion was in line with year-
end 2010. Net debt/EBITDA improved to 2.1 times (2010:
2.2 times) and EBITDA/net interest cover for the year was
6.4 times (2010: 6.5 times).

The Group remains in a very strong financial position
with €1.3 billion of cash and cash equivalents and liquid
investments at year-end; 99% of the Group's gross debt
was termv/bond debt or drawn under committed term
facilities, 91% of which mature after more than one year.

In August 2011, the Group completed a new €1.5 billion
syndicated 5-year facility with 13 major international
banks. At year-end 2011, total undrawn committed bank
facilities amounted to €1.9 billion; this, together with cash
and liquid investments of €1.3 billion at that date, leaves
the Group with significant liquidity and one of the most
flexible balance sheets in the sector. Since year-end, the
Group has issued €500 million in 7-year Eurobonds at a
coupon rate of 5%, the Group’s lowest ever coupon for a
maturity greater than & years.,

in December 2011, changes in the Group’s listing
arrangements facilitated the inclusion of CRH in the

FTSE 100 and FTSE All-Share indices, a move which we
believe will increase the Group's attractiveness to a wider
international investor base. CRH continues to be included
in the MSCI Euro indices, the EuroStoxx indices and in the
ISEQ 20 and ISEQ Overall indices, among others.




Finance Review continued

Key Components of 2011 Performance

Table 1 analyses the change in results from 2010 to 2011, Additional detail
on the sales, EBITDA and operating profits for each of CRH's six reporting
segments is set-outin the reviews on pages 26 to 37,

Currericy moverents had arelatively minorimpact on 2011 results, with a 12%
strengthening of the average Swiss Franc exchange rate versus the euro partly
offset by the weaker average US Dollar {-5%) and average Polish Zloty (-3%)
rates.

Acquisitions. completed: in - 2010 -and 2011 contributed incremental sales
revenue of €805 millior and operating profit of €49 millior in 2011, The impact of
divested activities was a negative €469 million in sales, and, as these operations
generated net losses in 2010, the disposal impact at operating profit level was
a contribution of €16 million.

We continue to review and, when required, extend our cost reduction
programme. Costs of €61 million incurred in 2011 to implement these savings
waere €39 million lower (2010: €100 million).

Impairment charges for 2011 at €32 million were significantly lower (2010; €124
million), and included €11 million (2010: €22 million) refated to our investmert
in associates.

Revenue from ongoing operations increased by €815 million (+5%) on a like-
for-like basis in 2011, with the Europe segments accounting for 70% of the
increase. Despite the recovery in sales, price competition remained intense and
higher input costs; especially energy-related costs, were not fully recovered and
as a result organic operating profit declined by €8 million.

Net finance costs of €257 million were slightly higher than 2010.

Financial Performance Indicators

Some key financial performance indicators which, taken together, are a measure
of performance and financial strength are set out in Table 2 opposite.

The Group EBITDA margin declined by 0.2 percentage points as the significant

increase in input costs was not fully recovered in selling prices. Operating profit
margin however improved by 0.7 percentage points.in 2011 to 4.8%, reflecting
the lower impairment charges this year. Management believes that the EBITDA/
Net interest cover ratio is useful to investors because it matches the earnings
and -cash generated by the business to the underlying funding costs. With
similar levels of EBITDA and interest in both 2010 and 2011, interest cover was
Iittle changed at 6.4 times (2010: 6.5 times).

The effactive tax rate of 16% of pre-tax profit was lower than 2010 (17.8%),
primarily reflecting the lower non=tax-deductible impairment charges.

The share price at 31 December 2011 was €15.36, 1% lower than the 2010
closing price (€15.50); however, with the 2011 dividend at 62.5¢, the net return
for shareholders for the year was a positive 3%: This follows returns of ~16% in
2010 and +22% in 2009. With effect from 16 Decemiber 2011, CRH is included
inthe FTSE 100 and FTSE All Share indices. At yearsend 2011, CRH's market
capitalisation -was €11.0 bilion- (2010:-€11.0" billion), ranking the Group at
number three in its building materials peer group (see page 49).

Total shareholders’ equity increased by €0.2 billion to €10.6 billion during 2011,
with the ret.comprehensive income for the year of €0.5 billion and share issue
proceeds of €0.1 billion offset by dividends of €0.4 billion. Year-end net debt
of €3.5 bilion was also broadly in fine with year-end 2010, and accordingly
the percentage of net debt 1o total equity remained at 33% at year-end 2011,
With year-end market capitalisation broadly inline with year-end 2010, the debt/
market capitalisation percentage also remained in line with 2010 at 32%.

Liquidity and Capital Resources

Table 3, opposite, summarises the main cash flows for 2011 and 2010.

Cash flows from operations

Total operating cash inflows amounted to €1,335 million in 2011, a reduction
of €372 million compared with 2010, fargely as a result of net working capital
movements, Working capital. levels are driven by trends in overall sales and
also by seasonal weather patterns. The organic sales growth achieved in 2011,
combined with the strong finish to the year as a result of better weather in

18 ORH



November/December 2011 (compared with the same period in 2010), resulted
in a net working capital outflow of €161 million in 2011 (2010: inflow of €256
mition). Despite this net outflow, our working capital metrics for 2011 remained
in tine with 2010, maintaining the strong progress achieved in 2009 and 2010,

Operating cash outflows increased to €1,309 milion (2010: €1,042 million)
mainly due to higher capital expenditure, which at €576 milion represented
3.2% of Group revenue (2010: 2.7%; and amounted to 78% of depreciation
(2010 59%). “Other” outflows reflect the elimination of non-cash items (such as

share of associates’ profits, profit on disposals and share-based compensation
expense) which are included in arriving at profit before tax; together with
payments made 1o -address pension deficits In the Group's defined benefit
schemes.

Cash flows fromrinvesting and financing activities
The Group completed 45 acquisitions and -investment transactions in 2011
spending a total of €610 million (2010: €567 million).

Proceeds (including net debt assumed by purchasers) from disposal of non-
current assets and businesses amounted to €492 miillion (2010: €188 miflion),
reflecting the divestment of our European Insulation and Climate Control
businesses, Premier Periclase in Ireland and our 35% associate investment in
the Trialis distribution business in France.

Net proceeds from share issues include €135 million (2010: €140 milfion) arising
on the take-up of shares in lieu of dividends, together with proceeds of €6
million (2010: €45 million) from issues under the Group's share option and share
participation schemes.

Exchange rate movernents during 2011 increased the euro amount of net
foreign currency debt by €59 million principally due to the 3% strengthening in
the year-end exchange rate of the US$ versus the euro, from 1.3362 at end-
2010 to 1.2939 at end-2011.

Borrowings and Credit Facilities

An analysis of the components of net debt, together with information on the
currency and maturity profile of our debt and on the interest rates applicable to
that debt, are sst out in notes 22 to 25 to the financial statements.

In August 2011 CRH completed a new 5-year €1.5 billion committed revolving
facility provided by 13 international banks and cancelled €0.6 billion of shorter-
dated facilities. CRH believes that its current facilities are sufficient to meet its
capital expenditure and other expenditure requirements for 2012,

The Group’s major bank facilities and debt issued pursuant to Note Purchase
Agreements in private placements require the Group to maintain certain financial
covenants, details of which are set out in note 23 to the financial statements.

CRH remains committed to maintaining an investment grade credit rating.

CRH does not have any off-balance sheet arrangements that have, or are
reasonably fikely to have, a current or future material effect on CRH’s financial
condition.

Financial Risk Management

The Board sets the treasury policies and objectives of the Group, which include
controls over the procedures used o manage financial markst risks. Details
of these policies are set out in note 21 to the financial staternents. With the
significant volatility and uncertainty in the Eurozone during 2011, the Group has
made appropriate adjustments to its cash transmission, collection and holding
policies in order to minimise the associated risks.

Sarbanes-Oxley Act

For the year ended 31 December 2010, management concluded that internal
control over financial reporting was effective; Ernst & Young audited the
effectiveness of these controls and issued an unqualified opinion thereon. The
2011 assessment and related auditors’ report will be included in the 2011
Annual Report ort Form 20-F which will be filed with the Securities and Exchange
Commission by the end of the first quarter of 2012.
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Group Operations

The continuation in 2011 of the difficult trading conditions experienced
since the start of the global financial crisis required that we remained
focussed on the short-term imperative of streamlining our businesses and
sizing our operations for near-term demand levels. At the same time we
continued 1o investin our-business and our people in order to maintain
our strong business model, and we used the full breadth of cur portfolio
to build our business where opportunities existed.

As always safety is our first priority. Throughout 2011 we continued to
refine our strategies to ensure awareness of and adherence to the safest
working practices throughout our Group. As we expand our presence in
emerging markets, the challenges facing the Group in improving safety
in these regions are sighificant. We are committed 1o extending and
developing the training and education programmes which we know will
help foster a culture of safety and an improved safety performance in
these regions.

CRH has a strong record of productivity and continuous improvement,
and a culture across the Group of sharing ideas that help improve our
performance. We know that finding better, faster and more productive
ways to run our businesses has been a vital contributor to the success
of the Group. In 2011 we continued to robustly manage our operations
to improve our operational performance and enhance our competitive
position. We responded to the challenges of the year through disciplined
price management, a relentless focus on cost reduction and the delivery
of greater operational efficiencies: We continue to strive for higher
outputs, improved productivity and lower costs, in the knowledge that
these competitive improvements will be key to ensuring that we meet our
operational and financial targets in the future.

2011 saw a continuation of the upward trend in commodity prices in all
our markets. During the year we built further on the existing Group-wide
initiatives to reduce our energy consumption and to leverage better the
benefits of global procurement. These closer inter-divisional linkages allow
the Group to develop a more integrated and comprehensive approach to
address inflationary cost challenges and to contribute to initiatives that are
benefiting the Group.

We have taken the necessary actions to protect CRH during this
recessionary cycle. We are confident that measures taken during this
crisis will build long-term value in our business. We know that our
operations teams have worked hard during this past year to make the
right decisions that will benefit the Group and help build momentum for
our businesses for the future.

G
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CRH operational snapshot 2011

Financials Geography and products (EBITDA)
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Sector exposure and end-use (EBITDA)
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* Excludes CRH share of cement {c. 8.9m tonnes)
and reaclymixed concrete {c. 0.7m cubic metres)
attributable to associates, Unitand in Spair (26%),
Mashav in Israel (25%) and Yatai Building Materials
in-China (26%).




CRH Executive Management Team

Maeve Carton was appointed
Finance Director and became a
CRH Board Director in May 2010,
Since joining CRH i 1988, she has
held a number of roles inthe Group
Finance area and was appoirted
Group Controfler i 2001 and Head
of Group Finance in January 2009,
She has broad-ranging experience of
CRH's reporting, control, budgetary
and capital expenditure processes
and has been extensively involvad
in CRH’s evaluation of acquisitions:
Prior to joining CRH, she worked for
anumber of years as a chartered
accountant in an international
accountancy practice,

Myles Lee was appointed a CRH
Board Director in-Novermber 2003, He
joined CRH i 1982, Prior to this he
worked in a professional accountancy
practice and in the oil industry. He
was-appointed General Manager
Finance in 1988 and to the position
of Finance Directorin Novembar
2003, A civil engineer. and chartered
accountant, hehas 30 years!
axperience of the building materials
industry-and-of CRHs international
axpansion. Hewas appointed Group
Chief Executive with effect from
January 2009,

Albert Manifold was appointed
Chief Operating Officer of CRH and
to-the CRH Board with effect from
January 2009 He joined CRHin
1998, Prior {o joining CRH he was
Chief Operating Officer with a private

‘equity group. He has held a varisty

of senior positions, including Finance
Director-of the Europe Materials
Division-and Group Development
Director-of CRH. Prior o his current
appointment; he 'was Managing
Director, Europe Materials.




Daug Black, a BS in Mathematical
Seience/Civil Engineering and MBA,
‘oined CRH in 1995 as Vice-President
Business Development and in
1996 helped establish Oldcastle
Digtribution with the acquisition
of Allied Building Products. Doug
was President of Oldcastle Precast
Southeast from 1996 to 2000, was
promoted to Chief Operating Officer
Qldcastle Architectural in 2000 and
was President and Chief Executive
Officer (CEQ) Oldcastie Architectural
from 2002 to July 2006. Doug was
appointed CEO Americas Materials
in 2008 after two years serving as
President of this Division and became
President and C;hié‘f Operating Officer,
Oldeastle, Inc. (the holding company
for CRH's operaiions in the Americas)
in February 2012,

Henry Morris, a mechanical

engineer and MBA, joined Irish
Cement Limited as a graduate. He
held @ number of operational roles in
CRH’s cement business prior to his
appointmeant as Managing Director
of CRH'’s Aerobord business in 1990,
Henry left the Group 1o join Barlo
Group plc in 1993 and returned to
CRH in 2001 as Regional Director,
Finland and Switzerland. He was
appointed Chief Operating Officer
Europe Materials in 2007 and
Managing Director of the Division in
January 2009,

Erik Bax, a building & construction
neer and MBA, joined CRH in
1984 as Manager, New Business
Vaculux and was appointed
Managing Director Vaculux in 1993,
He subseguently held a number of

senior positions in Europe Products &

Distribution. Erik became Managing
Director CRH Europe Bm ding
Products in 2003 and Managing
Director CRH Europe Distribution in
2007. He was appointed Managing
Director of CRH Europe Products &
Distribution in 2010,

Mark Towe was appointed a CRH
Board Director with effect from July
2008, A United States citizen, he
joined CRH in 1897 In 2000, |
appointed President of Oldcastle
and becarme the Chief
f this Divisio

he was

Materials, Inc.
Executive Officer o
2006. He was appointed 1o
current position of Chief Executive
Officer of Oidcastle, Inc. (the holding
ny for CRH's operations in

July 2008, With

" of experience

compa
the Americas) in
approximately 40 years
in the building materials
he has overall responsibility for the
Group's aggregates, asphalt and
readymixed concrete operations in
the United States and its products
and distribution businesses in the

industry,

Americas.




Operations Review - Materials
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Europe Materials

isposals
10; €53 millon);

PO Impaiment cher

Like-for-like sales increased by 9% in 2011, with improved construction activity
in the more stable European economies and stronger growth in the developing
aconomies to the east more than offsetting declines in western and south-
western Europe. With the benefit of contributions from acquisitions, profits
were ahead of last year; however good improvements in pricing as the year
progressed, together with greater alternative fuel usage, did not offset the
impact of lower benefits from trading of CO, allowances and margins declined.
Excluding the impact of CO, allowances (€38 million in 2011 compared with
€67 million in 2010), underlying EBITDA increased by €11 million for the year
{and by €33 million in the second hal), EBITDA margin was stable and our
operating profit margin improved.

2011 saw a further pick-up In acquisition activity with €232 million spent on a
total of 7 transactions, of which the most significant was the expansion of the
Division’s activities in Benelux with the acquisition of VWM, a cement grinding
and readymixed concrete business in Belgium. We continued to invest in our
associate Yatal Building Materials as it expanded its presence in northeastern
China. In 2011 we sold Prernier Periclase, our Irish seawater magnesia operation,

Ireland, Portugal, Spain (15% of EBITDA)

In lreland, activity again fell and cement volumes were 16% lower than 2010,
Qur cost and capacity reduction -programmes continued during 2011, With
lower restructuring charges operating losses reduced compared with 2010, 10
Portugal, activity levels, particularly in the public sector, fell steeply and cement
volumes were 15%: lower. Our 49% joint venture, Secil, was impacted by the
reduced domestic construction activity, although prices improved and Secil
malntained a high level of exports. Overall operating profit was down on 2010, In
Spain, construction activity fell by a further 19% with declines across all sectors
and results were lower than 2010.

Switzerland, Finland, Benelux {45% of EBITDA)

Construction -activity- in -Switzerland remained robust in 2011; however, the
strength of the Swiss Franc contributed to some pricing pressures in the second
half of the year. With the help of acquisitions, volumes in both our cement and
aggregates operations ‘continued to be strong and operating profit improved.
Construction output.in Finland grew by almost 3%, led by increased activity
i the fesidential sector. Non-residential construction recovered slightly, while
infrastructure volumes were steady. Overall cement volumes increased by
14%: and this, combined with good volurmes i our downstream businesses,
ongoing: cost reduction programmes . and increased use of alternatives fuels,
led- 16 increased -operating profit. - In -the 'Benelux, -our readymixed - congrete
and aggregates business benefited from™ higher volumes; in an Incréasingly
cormpetitive ‘environment underlying operating profit was. marginally - ahead of
2010, WM, acquired inAugust 2011, has traded in line with expectations.

Central and Eastern Europe, Eastern Mediterranean, Asia
(40% of EBITDA)

In Poland, construction activity was very strong particularly in the second
half of the year. Our cement. volumes were.up 16%, and -aggregates and
concrete volumes were also well ahead of 2010 mainly due 1o completion of
infrastrutture projects inadvance of the European football championship in rmid-
2012, Activity in the residential market started 1o recover after two wealk years,
Some price improvamernt was achieved which, combined with the increased
volumes, resulted in.a significant improvement in operating profit. 17 Ukraine,
cement volumes were up 17%. Although clinker production from the new kiln
commenced in the second half, results were -affected by the:higher running
costs of the-old plant and the averall-operating result- was: fower. I Turkey;
while'domestic cement volumes for our 50% joint venture i the Asgean fegion
increased by 20% compared with 2010, export volumes fell, resulting in-atotal
net volume increase of 7% Operating profit was higher than 2010, In southern
India, market demand weakened across our 50% cement joint venture's core
markets;  however, price improvements  delivered higher operating - profit, /In
China, further growth in” construction; - driven: primarily by improved residential
activity ‘and -a continued roll-out of major infrastructure” projects, saw cemeant
demand grow by over.10% in the northeastern region, where our wholly-owned
and-26% associate operations are located: In this environment; volumes, seling
prices and profitability moved ahead strongly.

Outlook

The outlook: remains  challenging for Ireland, Portagal “and: Spain. Flowever,
capacity: reduction; cost efficiencies -and improved use of  alternative fuels
should helprour businesses 1o maintain marging: We expect & modest desline in
overall-construction activity in-Switzerland; Finland and the Benelux. The pace
of construction-demand in Poland ‘and Ukraine should be robust in tha run up
to the EURO 2012 foothall championship while a full year's contribution from
our-new -cement plant in Ukraine will result incost efficiencies and. Improved
margins. Cement demand is expacted to continue to grow in both of our Asian
markets, albeit at a slower rate as tighter government fiscal strategy impacts the
level of construction activity,



Americas Materials

While sales revenue remained stable, energy cost increases and pricing
pressures presented considerable challenges throughout 2011, Aggressive
actions to reduce variable and fixed costs moderated the decline in operating
profit. Overall US Dollar EBITDA was 2% lower than 2010 with operating profit
down 4%.

Americas Materials completed 19 acquisitions in 2011 with a total spend of
€218 million, adding 23 quarries (538 million tonnes of reserves), 13 asphalt
plants and 9 readymixed concrete plants with annual production of 5.5 million
tonnes of aggregates, 1.6 million tonnes of asphalt and 0.3 million cubic metres
of readymixed concrete.

Energy and Other Costs: The price of bitumen, a key component of asphalt
mix, rose by 14% in 2011 following a similar increase in 2010. Prices of diesel
and gasoline, important inputs to aggregates, readymixed concrete and paving
aperations, increased by 30% and 28% respectively. The price of energy used at
our asphalt plants, consisting of fuel ofl, recycled ail, electricity and natural gas,
increased by 19%. As a result, energy costs as a proportion of sales rose by over
two percentage points, Against this backdrop and with ongoing competitive
pressures, we continued to improve efficiency, reduce cost, increase the use
of recycled materials, and raise quality and service levels to customers while
maintaining price discipline. As a result, our overall margin decline was limited to
less than one percentage point.

Aggregates: Like-for-like volumes increased by 4%, with total aggregates
volumes including acquisitions up 10%. Volume gains were driven primarily by
an increase in sales of lower value materials on a number of large projects.
Accordingly, average like-for-like prices fell by 1% reflecting the lower value
product mix. Operating profit improved as gains in efficiency more than offset
higher energy costs, resuiting in a 2% reduction in unit production costs.

Asphalt: Like-forlike volumes wers 1% lower than in 2010. Including
acquisitions, volumes were flat. Unit cost increased 8% with higher bitumen
and burner fuel cost more than offsetting the benefit of greater recycled asphalt
usage. Challenging trading conditions fimited our like-for-like asphalt price
increase to 5% and accordingly our overall margin for this business declined.

Readymixed Concrete: Volumes increased by 10% ona fike-for-like basis with
total volume including acquisitions up 13%. In a very competitive environment
average prices declined by 1% on a like-for-like basis and, with a 1% increase
in unit cost, margins declined. With better volumes however, profitability was
similar to last year.

Paving and Construction Services: While sales revenue remained broadly
unchanged, margins were lower due to continued severe competition for
infrastructure projects and rising input and energy costs.

Regional Performance

East (65% of EBITDA)

The East region, comprising operations in 22 states, is organised into four
divisions; the most important states in the region are Ohio, New York, Florida,
Michigan, New Jersey, Pennsylvania and West Virginia. Overall operating profit
was lower than 2010. Performance in our Mid-Atlantic division continued to
be strong in 2011, Despite continuing weak markets in the Southeast, the
operating result was higher than 2010 as restructuring initiatives positively
impacted performance. Operating profit in our Northeast and Central divisions
was only moderately lower than in 2010 despite significant margin pressures
and particularly adverse weather conditions in the spring and autumn.

West (35% of EBITDA)

The West region also has operations in 22 states, the most important of which
are Utah, Texas, Washington, Missouri, lowa, Kansas and Mississippi, and is
organised into three divisions. Overall operating profit was lower. In our Central
Wast division, which experienced disruptions to first-half construction activity in
certain markets caused by the flooding of the Mississippi river and its tributaries,
operating profit was lower than in 2010 as both public and private activity
declined. Our Mountain West and Northwest divisions benefited from large jobs
and moderately improved market demand lsading to increases in volume. Both
of these divisions delivered improved profits.

Qutlook

The US housing market appears to have stabilised and we have seen some
expansion in commercial activity underpinned by growth in the manufacturing
and energy sectors. Overall we expect commercial and residential demand to
pe flat to slightly up in 2012, The most recent extension of the federal highway
programme expires on 31 March, 2012, We anticipate a new bill or further
extensions 10 be achieved over the coming months with funding for highways
close to that in 2011, Ongoing state and local government fiscal pressures
coupled with the roli-off of the federal stimulus bill will likely result in moderately
lower Infrastructure volume for the year as a whole.

Overall, we expect 2012 volume for our mix of business to be refatively flat with
2011, Our focus for 2012 is therefore to achieve further price increases and
afficiency improvements against a continuing challenging input cost backdrop.
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Europe Products

Qverall, Europe Products experienced belter trading conditions in 2011
although it was a mixed picture across our various businesses, and reported
results were impacted by divestrments completed during 2011, The first half was
helped by significantly better weather conditions, particularly in the early months
of the vear, and like-for-like sales grew & y 8%. The second half saw the rate of
growth in organic sales maoderate to 4% as weakening consumer confidence
and further austerity rneasures in he Euro/one economies contributed 1
negative sentiment. With lower restructuring and impalrment charges, sec md»
half operating profitimproved versus 2010

2011 saw the completion” of the divestment of ow Insulation and Climate
Control businesses, in addition to some smaller business disposals. The table
above reflects the impact in 2011 of the disposal of these businesses, which
had incurred a net loss in 2010 and which accounted for €48 million of the total
54 million restructuring charges in2010.

Congcrete Products (50% of EBITDA)

Activity levels in 2011 were supported by more benign winter weather conditions
in the first and fourth quarter compared with 2010, Against this, weakening
consumer sentiment in the second half of the year, togather with the impact
of government austerity measures and higher energy input costs, resulted in
slower activity in the Netherlands. This was partly offset by resilient demand in
Germany and an improved performance in Denmark. With the strong first and
fourth quarter performance, operating profit for the full year was significantly
higher than 2010,

Our Architectural operations (tiles, pavers, blocks) were impacted by weaker
consumer confidence in the second half of the year, in particular within the garden
segment in Benelux, and revenues were lower than 2010, In the Netherlands,
weaker yoveﬂmm‘f and municipal spending had a negative impact on demand.
ons, -where we have invested in three additional plants,
s-showea a strong performance in 2011, Overall operating profit was ahead of
2010, Qur Structural operations reported operating profit well ahead of 201000
the back of restructuring initiatives in previcus vears in all markets. In Derimark,
ourresults advanced strongly. Our sand lime block business in the Netherlands
and our Belglan specialty business, which supplies the residential, industrial
and agricultral sector, continued to deliver strong results, Within central and
eastern Europe, Hungary. experienced a recovery and trading conditions in
Poland remained -positive. With lower restructuring costs, operating profit for
the structural business was well ahead of last year.

Our German operatic

Clay Products (15% of EBITDA)

In the UK new house . completions increased during 20117 ‘however, “this
improverment was partly offset. by a decline in-housing repair and maintenance
activity,"and industry brick: volumes: were largely in line with 2010, Although
delays in recovering significant energy cost increases impagted our. business,
averall operating profit was ahead of 2010 as atesult of-eficiencies and once-
off-gaing resulting from our restructuring programme. - In- Mainland: Europe: our
mérkets remained challenging. Operating profit was lower than 2010 as 4 resuft
of significant production cutbacks to reduce stock levels and two further plant
closures iy Germany.

Building Products (35% of EBITDA)

This group reported.a 3%:increase in sales: from conrtinuing: businesses for
the ymax Volurries increased slightly, however market pressure on sales prices

higher: raw material input costs negatively - affected - marging, causing
operaﬁﬁg profit from continuing businesses 1o be marginally behind fast vear,
Qur Construction Accessories businass, which is the market feader in Westerm
Europe, started the year well with-increased volumes in the first half Due to
the economic uncertainty, volumes fell in the second half and, with: increaging
pressure on marging; overall-operating profit for the year was broadly in'line
with 2010. The Qutdoor Security business; specialising in‘entrance controland
perimeter protection solutions, showed a mixed picture. Fencing had 1o cope
with wealer volumes and fierce competition, resulting in'a lower aperatiig profit
outcome. Qur Shutters & Barlers business did very well in the beginning of
2011, but faced a more difficult second half with lower volumes than last vear;
however, with tight cost control; and @ 'good market position, results wers ahead
of last year.

Outlook

Qur Products businesses, which dre predominantly iocated in tha Netherands,
Germany, Belgium and ‘France, are éxposed 1o new construction. Given the
most recent economic. developments in the Earozone, we arg’ more cautious
1 relation to the outlook for2012. A rapid and continuing decling of consurtier
confidence, low activity Jevels in residential and non-residential ‘markets and
further. austerity ‘measures announced by governments to: reduce ‘budget
deficits, “make for an uncertain outlook in 2012, However, the German -and
Ranish rarkets continue to be robust and 1o -perform well and we expect
benefits from our ongoing restructuring meastres.




Americas Products

2011 saw the pace of decline in our markets moderate significantly, and we
saw some top-line growth in the year. Overall like-for-like sales were 2% ahead
compared with 2010. Organic profits and margins were impacted by higher
fuel and other input costs, and by costs associated with the first-year roli-out
of our Building Solutions programme. However, higher sales, together with the
benefit of ongoing cost reduction initiatives, lower restructuring and impairment
costs and a full year of our reorganised Building Products group, resulted in a
significant improvement in overall operating profit to €42 million (2010: loss of
€24 million).

Our Building Products group completed 4 bolt-on transactions during 2011, The
acquisition of a leading paving manufacturer in Canada in May was the largest
fransaction; this complements and strengthens our existing business in eastern
Canada. In our masonry business, we acquired a small block manufacturer and
distributor in Indiana in July. Our Lawn and Garden business closed on a small
mulch and soils supplier serving the greater Boston market in December, while
our Pracast business unit acquired a Florida-based highway barrier and specialty
precast manufacturer in the first half of 2011.

The impact of divestments shown in the table above reflects the effect of the
disposal in late 2010 of the loss-making ivy Steel business acquired as part of
the 2006 MMI acquisition.

Building Products (75% of EBITDA)

With effect from January 2011 our architectural products and precast
groups, together with the retained MMI construction accessories and fencing
businesses, were combined to form the Building Products group. This group has
been successful in capturing market growth opportunities while saving costs by
applying common business processes and functions.

With the benefit of acquisitions, our Architectural Products business showed
modest sales growth in 2011, against a background of continuing soft residential
and non-residential markets, Qur Canada business, which had held up well in
recent years, slowed in 2011, However, we benefited from continued stability
across the full breadth of architectural products in our businesses which supply
both the DIY and professional RMI segments. Cost reduction and rationalisation
measures partly offset the impact of higher input costs. Results from the fencing
business improved, and significantly reduced losses were recorded. Qverall, this
business recorded an increase in underlying operating profit for the vear.

Our Precast business again suffered from weak demand and competitive pricing
pressures across its markets, Further declines in the commercial sector in
particular impacted results, and full-year volumes were flat compared with 2010.
Our enclosures business, which had been challenged in recent years, showed
a welcome improvement in profitability; however, this was more than offset by
margin declines in our traditional precast activities. The construction accessories

usiness (formerly part of MMI) was successfully absorbed into the precast
organisation and losses reduced. Overall operating profit was lower, despite
further progress in reducing costs.

BuildingEnvelope™ (20% of EBITDA)

Non-residential sector activity was again depressed in 2011, providing another
year of very challenging markets for this group. Despite these market conditions,
we were able to increase sales by 9% and improve our competitive position
in our traditional Architectural Glass and Storefront business. Our ongoing
efforts to maintain market share, together with tight cost controls and improved
processes, resulted in improved operating profit in this business after a poor
2010. Our Engineered Glazing Systems business also improved and continued
to generate favourable marging through strong execution on some large jobs
which were completed in 2011,

South America (6% of EBITDA)

While our Chile businesses continued to perform well, operating profit in our
Argentina operations was much lower. Our ceramic tile business suffered from
significant price competition, cost inflation pressures, and periodic production
disruptions caused by natural gas shortages. Overall, while sales were higher,
operating profit in our South American operations was significantly lower.

Qutlook

There are increasing signs that residential construction activity has finally
stabilised, while the rate of decline in the non-residential sector has slowed.
Against this backdrop we expect further modest sales growth in 2012, This
combined with further progress on, and benefit from, the cost and streamiining
measures mentioned above, gives cause for cautious optimism for an improved
operating profit outcome for 2012.

ORH a8



Operations Review - Distribution




nis

ing/siding

ldé?ﬁ mﬂmha

i

.
pIY Stdreé'
, :Roaf

A
S

-

-

- .
- :

=

.

ity
ot
i
R

-

o

i



Europe Distribution

2011 saw satisfactory like<for-like sales growth in most of our markets with both
the new residential-and RMI sectors benefiting from benign winter conditions
at the beginning and end of the year, While the first half of the year saw a 7%
increase in like-for-like sales, this moderated in the second half to bring the full
year organic sales increase to 4%. Overall operating profit and marging for the
vear improved asg a result of better cost control and our focus on commercial
excellence and procurement optimisation.

Recent acquisitions  have enhanced the geographic balance of FEurope
Distribution’s business: in 2011, approximately 35% of Europe Distribution's sales
arose in the Benelux, with Switzerland accounting for almost 30%, Germany for
approximately 20% and other countries, mainly France and Austria, accounting
for the remaining 15%. The December 2010 acquisition of an additional 50%
of Bauking in Germany, and the full-year inclusion of Sax Sanitair in Belgiurn
{acquired in August 2010), contributed strongly tothe increase in overall operating
profit: In 2011 Europe Distribution acquired three Belgian specialist merchants in
SHAP materials, adding atotal of 10 branches to Sax Sanitair's existing network,

Professional Builders Merchants (55% of EBITDA)

With 418 locations-in six countries, Professional Builders Merchants has strong
market positions in-all its regions. Overall operating profit for this business
improved in 2011,

While markets i Benelux remained stable, both sales and operating profit
increased during 2011, Sales levels in France increased significantly compared
with 2010; despite-some pressure on marging, profitability improved strongly
reflecting the impact of the festructuring actions initiated in 2010, Our operations
in Switzerland had another good year as a result of strong margin management
and the roll-out of various excellence programmes. Austria, which has seen a
tumaround in performance in recent years, delivered a good increase in sales
and a strong Improvement in both margin-and operating profit. In Germany, fike-
for-like sales in Bauking improved significantly during 2011, with strong market
growth and integration benefits positively impacting operating profit.

Sanitary, Heating and Plumbing (15% of EBITDA)

Our-SHAR business in Germany and Switzerland again proved to be a stable
performer i 2011 with robust sales -and further improved operating - profit
performance. Qur. business in Belgium performed strongly and exceeded
expectations. With & total of 103 branches in three countries, our expanded
SHAR business. is taking shape in line with our strategy to build a European
platform in the: growing repair, maintenance and improvement focussed SHAP
market.

(SR

DIY (30% of EBITDA)

Qur DIY. platform in Europe operates a network of 241 stores under four different
brands; Gamma and Karwel in the Benelux, Bauking in Germany and MaxMat
in Portugal, With lower restructuring costs in 2011, overall DIY operating profit
was ahead of 2010,

In the-Netherlands, weakening consumer confidence as the year progressed
resulted in lower sales-in 2011, Despite this market development, we were able
o maintain our operating profit- with-better marging as a resull of a successiul
purchasing programme, our strong focus on efficient store operations and cost-
control programmes: In Belgium our network of 19 stores reported stable sales
but better operating profit. With increasing consumer confidence and contintied
strong focus on costs, operating profit for Baukings 47-store DIY nétwork in
Germany improved to satisfactory levels. The economic enviroriment iy Fortugal
became more difficult and sales declined further; operaling results remained at
the level of 2010.

Outlook

After a successful 2011 we believe that market circumstances may deteriorate
somewhat in 2012, We continue to have favourable expectations with our strong
footprint:in the Gennan, Austrian, Swiss and Belgian markets; however, for the
Netherlands and France the outlook has weakened: With 65% end-uss sector
exposure 16 -RMI and with continting operational excellence programimes. we
expect to seean improvement in 2012.



Americas Distribution

Americas Distribution, trading as Allied Building Products (Allied), showed good
growth in 2011, Activity levels in both segments of our business improved and,
although gross margins came under some pressure as suppliers implemented
price increases, operating profit improved significantly over 2010

Alied’s organisation structure was further streamiined in 2011, providing
opportunity to consolidate its market footprint and position the group for future
opportunities. The business has continued its focus on purchasing, logistics and
pricing initiatives and rationalisation of administrative and geographic oversight
functions, thereby increasing efficiency, control and profitability. This aggressive
operating approach again benefited 2011 operating results.

After three years of curtalled development activity during which the business
responded to the difficult macro-economic environment with organisational
changes and other cost saving initiatives, Allied had a busy year in 2011 with the
cornpletion of six acquisitions. The largest transaction, the acquisition of United
Products, a 15-branch exterior distributor headquartered in Minnesota, and with
branches in Minnesota, Wisconsin, North and South Dakota and Nebraska, was
completed in December. United brings our network of branches in the Northern
Plains to 26, and is expected to improve significantly the operational efficiency
and effectiveness of our existing businesses while increasing our sales footprirt
in the region. In September, the acquisition of Pacific Source, a four-branch
distributor providing Hawaiian builders with a broad range of products required
to complete building projects, extended Allied's existing footprint in Hawail while
providing the opportunity to generate significant fixed cost synergies. The other
transactions included a four-branch distributor in Philadelphia, a two-branch
business in Detroit and two single-branch opportunities in Atlanta and Austin,

TriBuilt, Alied’s proprietary private label brand, continued to gain strength as new
products were added and market acceptance grew. The TriBuilt label has helped
to differentiate Allied in the market while building an exclusive brand identity, In
addition, a merchandising initiative was launched to enhance the look and feel of
branch showrooms and increase the number of products available to contractors
at point of purchase. The reconfigured showrooms provide a one-stop-shop for
sustorners while increasing sales of higher margin tools and accessories.

Exterior Products (85% of EBITDA)

Allied is one of the top three roofing and siding distributors in the United States.
Demand is influenced by residential and commercial replacement activity (75%
of sales volume is RMI-related) with key products having an average life span of
25 years. Volumes improved in line with national shipments of asphalt shingles
up 13% in the year; this was however from a very low 2010 base. Regionally,
the Northeast, Mid-Atlantic, Upper Midwest and California markets have held
up better and the Exterior Products division recorded further sales growth and a
good advance in operating profit for the year, despite costs associated with flood
damage arising from substantial September rainfall in the Northeast.

Interior Products (15% EBITDA)

This business sells wallboard, steel studs and acoustical celling systems to
specialised contractors, and has low exposure to weather-driven replacement
activity, however, it is heavily dependent on the new commercial construction
market. Allied is the third largest Interior Products distributor in the US. The new
construction market appears to have stabilised at historically low activity levels;
shipments of wallboard, a good barometer of market activity, were generally
unchanged for the year in Allied’s market areas. Sales and operating performance
improved, with notable recovery in some of our Western markets, helped by an
increase in market share, improved cost base and the consolidation of smaller
and underperforming locations.

Outlook

With good indications that we have finally reached a trough in residential activity,
we look fo continuing improved performance in our RMI-focussed Exterior
Products business. However, commercial construction activity continues to
decline modestly, impacting the short-term outlook for our Interior Products
segment. Overall, with the benefit of the consolidation and cost reduction
measures outlined above, we are looking to a year of further progress in 2012.



Board of Directors

Executive Directors

M. Lee BE, FCA
Chief Executive
(Aged 58)

A. Manifold FCPA, MBA, MBS
Chief Operating Officer
(Aged 49)

M. Carton MA, FCA
Finance Director
(Aged B3}

M.S. Towe

Chief Executive Officer
Oldcastle, Inc.

(Aged 62)

Biographies of the Executive
Directors are shown on pages 24
and 25

Nor-executive Directors

E.J. Bartschi LIC.OEC.HSG

st Bértschi became a non-
executive Director in October 2011,
A Swiss national, he was until 31
December 2011 Chief Executive of
Sika AG, a manufacturer of speciality
chemicals for construction and general
industry. Prior to joining Sika, he
worked for the Schindler Group and
was Chief Finance Officer betwesn
1997 and 2001. Over the course of
his career he has gained extensive
experience in India, China and the
Far East generally. He is a member of
the board of Bucher Industries AG, a
mechanical and vehicle engineering
company based in Switzerland.
{(Aged 59).

W.P. Egan

Bill Egan became a non-executive
Director in January 2007. A United
States citizen, he'is founder

and General Partner of Alta
Communications and Marion Equity
Partners LLC, Massachusetts-based
venture capital firms,:He is a director of
the Irish venture capital company Delta
Partners Limited. He also serves on
the boards of several communications,
cable and information technology
companies, He is past Chairman of
Cephalon Inc.; and past President

and Chalrman of the National Venture
capital Assaciation. {(Aged 66).

U-H. Felcht

Utz:Helimuth Felcht became a non-
executive Director in July 2007, A
German national, he was, untll May
2006, Chief Executive of Degussa
AG, Germany’s third largest chernical
company. He is a partner in the private
equity group One Equity Partners
Europe GmbH, Chairman of the
German rail company Deutsche Bahn
AG, and a member of the Supervisory
Board of Jungbunzlauer Holding AG.
He was until May 2011 Chairman of
the Supervisory Board of Std-Chemie
Aktiengesellschaft. (Aged 64).

N. Hartery BE, GEng, FIEl, MBA
Chairman Designate

Nicky Hartery became a non-
executive Director in June 2004 and
was appointed Chairman Designate
in February 2012. He was Vice
President of Manufacturing and
Business Operations for Dell Inc.’s
Europe, Middle East and Africa (EMEA)
operations from 2000 to 2008, Prior
to joining Dell, he was Executive
Vice President at Eastman Kodak
and previously held the position

of President and Chief Executive
Officer at Verbatim Corporation,
based in the United States. He is
Chief Executive of Prodigium, a
consulting company which provides
business advisory services, He is
also a non-executive director of
Musgrave Group plc, a privately
owned international food retailer, and
Eircom Limited, a company which
provides telecommunications services
in Ireland. (Aged 60).

J.M. de Jong

Jan Maarten de Jong became a non-
executive Director in January 2004.
A Dutch national, he is a member of
the Supervisory Board of Heineken
N.V. He is a former member of the
Managing Board of ABN Amro Bank
N.V. and continued o be a Special
Advisor to the board of that company
until April 2006, He is also a director
of a number of European barking,
insurance and industrial holding
companies, including AON Groep
Nederland B.V. and KBC Bank N.V.
{Aged 66).

JW. Kennedy MSc, BE, CEng,
FIEE

John Kennedy became a non-
executive Director in June 2009, He is
past Chairman of Wellstream Holdings
ple. v &40 year career, he has

served ag Executive Vice President

of Halliburton Gompany, President

of Dresser Enterprises and Chisf
Operations Officer of Brown and Root
Services. He'is a director of Integra
Group and is non-executive Chairman
of Maxwell Drummond International
Limited, Hydrasun Holdings Limited,
Welltec &/8 and Bif-old Group Limited.
He is also a past director of the UK
Atormic Energy Authority. (Aged 61).

K. McGowan
Chairman

Kieran McGowan became Chairman
of CRH in 2007 having been-a non-
executive Director since 1998, He is
a director of Elan Corporation plc and
Charles Schwab Worldwide Funds plc
and is Chairman of Property Industry
freland (PHY Limited and Business in
the Community Ireland. He was Chief
Executive of 1DA Ireland (reland'’s
inward investment promotion agency)
from 1990 10 1998 and has served
as President of the Irish Management
Institute and as Chairman of the
Governing Authority of University
College Dublin. (Aged 68).

H.A. McSharry BComm, MBS

Heather Ann McSharry became a
non-executive Director in February
2012, 8he is Chairman of the Board
of Trustees of the Bank of Ireland
Pension Fund and is a director of
Ergonomics Solutions International,
IDAIreland and the Institute of
Directors.-She s a former Managing
Director.of Reckitt Benckiser-and
Boots Healthcare in reland and was
previously a director of Bank of lrefand
and Enterprise Ireland. (Aged 50},

DLN. O'Connor BComm, FCA

Dan Q'Connor became a non-
executive Director in June 2006, He is
a former President and Chief Executive
Officer of GE Consumer Finance -
Europe and a former Senior Vice-
President of GE. He was until October
2010 Executive Chairman of Allied Irish
Banks, plc, (Aged 52).
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Corporate Governance Report

CRH, which is incorporated in reland and subject
to lish Company Law, has & premium listing on the
London Stock Exchange, a secondary fisting on
the lrish Stock Exchange and its American
Depositary Shares are listed on the New York
Stock Exchange.

Corporate governance is the system by which
companies:are directed and controlled; it is
concerned with the-way In which a board opsrates
and sets the values for a company, rather than with
the day-to-day operational management of a
cormpany by full-time executives. As the Chairman
sets out inhis Statement on page 8, the Directors
and management of GRH are committed to
maintaining very high standards-of corporate
governance and ethical business conduct, and this
Report describes CRH's govermnance principles and
practice and the Group's risk management and
internal control systems. The Report also sets out
how CRH applies the main and supporting
principles of the 2010 UK Corporate Governance
Code (the 2010 Code) which; with effect from 1
January 2011 for CRH, replaced the June 2008
Combined Code on Corporate Governance. This
Feport also takes Into account the disclosure
requiremants set out in the corporate governance
annex to the listing rules of the Irish Stock
Exchange, The Chairman’s Statement on pages 8
and 9 contains further commentary on governance
issues, including in refation to the renewal and
effective operation of the Board and risk
management,

Acopy of the 2010 Gode can be obtained
frormthe Financial Reporting Council's website,
WWWLIre.orgLuk.

Board of Directors

o i

Role.of the Bogrd

The Board is collectively responsible for the
leadership,; control; development and long-term
success of the Group. We are also responsible for
instiling the appropriate culture, values and
behaviour throughout the organisation. Therels a
formal schedule-of matters reserved 1o the Board
for consideration and decision, Thisinciudes Board
appointiments; approval of the Annual Report; the
Interim Results and the annual budget, major
acquisitions,-significant capital expenditure and
approval of strategic plans for the Group. The
Giroup’s strategy, which'is regularly reviewed by the
Board, and its business model are summarised on
pages 13:and 14:

The Board has delegated responsibility for the
management of the Group, through the Chief
Executive; fo executive management. [thas been

our practice since the formation of the Group in the
1970s that the roles of Chairman and Chief
Executive are not combined. There is a clear
division of responsibilities, which is set out in
writing and has been approved by the Board,
between the two roles. The responsibilities of the
Chairman are covered in detail on page 41. The
Chief Executive has full day-to-day operational and
profit responsibility for the Group and is
accountable o the Board for alf authority delegated
to executive management. His overall briefis to
execute agreed strategy, 1o co-ordinate and
oversee the profitable growth of a-diverse group of
international businesses and to maximise the
contribution of senior management 1o business
planning, operational control and profit
performance:

Non-executive Directors are expected 1o
constructively challenge management. proposals
and to examine and review managernent
performance In meeting agreed objectives and
targets. In addition, they are expected o draw an
their experience and knowledge inrespect:of any
challenges facing the Group and inrelation to the
development of proposals on strategy.

The Board has delegated some ofits
responsibilities to Committees of the Board, The
work of each Committes is set out on pages 42 to
46 of this Report. While responsibility for monitaring
the effectiveness of the Group's risk management
and internal control systems has been delegated to
the Audit Comimittee”, the Board retains ultimate
responsibility for determining the Group's. “risk
appetite” and annually considers @ report in relation
to the manitoring, - controlling and reporting of
identified risks and uncertainties. In-addition, the
Board receives regular reports from the Ghairman
of the Audit Committee i relation to-the work of
that Commitiee inthe area of risk management.

Individual Directors-may seek independenit
professional advice, at the expense of the
Compary, in the furtherance of their.duties as a
Director.

The Group has a Directors’and Officers fiability
insurance policy In place,

It is our practice that-a majority-of the Board
comprisas non-executive Directors, considered by
the Board to be independeant, arid that the
Chairman isnori-executive. At present, there are
four execttive and nine non-executive Directors.
Biographical details are set out-on'pages 24, 25
and 38, While there is an.ongoing process of
planned refreshiment and renawal, we consider the

“I accordarnce with Section 91{6)(b) of the EC (Directive 2006/43) Regulations 2010

current size and composition of the Board to be
within a range which is appropriate, We also
believe that the current size of the Board is
sufficiently large to enable its Committess to
operate without undue reliance on individual
non-executive Directors, while being dynarnic and
responsive tothe needs of-the Company. The
spread of nationalities of the Directors reflects the
geographical reach -of the Group and we consider
that the Board as a whole has the appropriate
blend of skills, knowledge and experience, from a
wide range of industries; regions and backgrounds,
necessary 1o lead the Company.:Directors are
appointed for specified terms: and-arg subject 1o
annual re-election at the Annual General Meeting
and 1o the Memorandum and Articles of
Association of the Company.

None of the exacutive Directors is a-non-executive
director of a listed company.

Asoutlined below, the Nomination & Corporate
Governance Committes s responsible for keeping
the "bench-strength™ of the Board; and tha need
for refreshment and renewal; under review:

anddiver

ECESSION 3

The Board plans for-its own succession with the
assistance of the Nomination & Corporate
Governance Commiftee. Independent conaultants
are engaged to search for suitable candidates to
gerve as non-executive Directors.

Werarg commiitted 1o ensuring that the Board is
sufficiently diverse and appropriately balanced. I
its- work:in the area of Board renewal; the
Normination & Corporate Governance Committes
looks at four criteria when considering candidates:
() international business experience; particularly.in
the regions in‘which the Group operates orin
which it intends to expand; (i) skills, knowledge
and expertise in areas relevant to theoparation ot
the Board; {iif) diversity, including natichality and
gender; and {iv) the need for artappropriately sized
Board: During the ongoing process of: Board
renewal, each;, or a-combination; of these factorg
can take priority, Consequently, 1o date the Board
has not set-specific objectives inralation to
diversity,

Theindependence of Board members s
considered annually. The Board is-assisted i this
by the annual review carried ot by the Senior
Independent Director which addresses the
independence of the individual - members of the
Board (see Performance appraisal and Board
evaluation section overleaf), and by the work of the
Nomination & Corporate Governance Gommittes,



which annually reviews each Board member’s
directorships and considers any relevant business
relationships between Board members. We have
concluded that all of the Directors bring
independent judgement to bear on issues of
strategy, performance, resources, key
appointments and standards, and have determined
that each of the non-executive Directors is
independent. In reaching that conclusion, we
considered the principles relating to independence
contained in the 2010 Code, together with the
guidance provided by a number of shareholder
voting agencies, and have taken the view that
independence is determined by a Director’s
character, objectivity and integrity. Those principles
and guidance highlight a number of factors that
might appear to affect the independence of
Directors, including former service as an executive,
extended service on the Board and cross-
directorships, while making it clear that a Director
may be considered independent notwithstanding
the presence of one or more of these factors.

Chairman

Kieran McGowan, who has been Chairman of the
Group since May 2007, will retire as Chairman and
from the Board at the conclusion of the 2012
Annual General Meeting. On his appointment as
Chairman, Mr. McGowan met the independence
criteria set out in the June 2006 Combined Code.
The Board has appointed Nicky Hartery as
Chairman Designate. Mr. Hartery, who was
appointed to the Board in June 2004 meets the
independence criteria set out in the 2010 Code.
The process used for the appointment of the new
Chairman is set out on page 45.

The Chairman is responsible for the efficient and
effective working of the Board. He ensures that
Board agendas cover the key strategic issues
confronting the Group, that the Board reviews and
approves management’s plans for the Group and
that Directors receive accurate, timely, clear and
relevant information. He oversees the search for
new Board members and is available to meet with,
and hear the views of, institutional investors. While
Mr. McGowan holds a number of other
directorships (see details on page 38}, the Board
considers that these do not interfere with the
discharge of his duties to CRH.

Senior Independent Director

Nicky Hartery has been the Senior Independent
Director since May 2008. The Board has decided
that Dan O'Connor will take on the role of Senior
Independent Director when Mr. Hartery assumes
the role of Chairman in May 2012.

Company Secretary

The appointment and removal of the Company
Secretary is a matter for the Board. All Directors
have access to the advice and services of the
Company Secretary, who is responsible to the
Board for ensuring that Board procedures are
complied with.

Terms of appointment of non-executive Directors

The standard terms of the letter of appointment of
non-executive Directors are available for inspection
at the Company'’s registered office and at the
Annual General Meeting.

Induction, training and development of Directors

New Directors are provided with extensive briefing
materials on the Group and its operations, the
procedures relating to the Board and its
Committees and their duties and responsibilities as
Directors under company law. The Chairman
agrees a tailored and comprehensive induction
programme with each new Director. The aim of the
programme, which generally covers the first year of
a new Director’s appointment, is to provide them
with a detailed insight into the Group. The
programme involves meeting with the Chief
Executive, Chief Operating Officer, Finance
Director, Company Secretary and key senior
executives at Head Office and Divisional level. It
covers areas such as strategy, development
priorities, acquisition evaluation, organisation
structure, succession planning, financing,
corporate social responsibility, compliance and
ethics, investor relations and risk management.
New Directors also meet with the Senior
Independent Director to discuss the most recent
Board evaluation exercise and, after approximately
six months, a session is organised with the
Chairman to review progress. All Directors can also
avail of opportunities to hear the views of and meet
with the Group’s investors and analysts. Directors
regularly receive copies of research and analysis
conducted on CRH and the building materials
sector. The Board receives regular updates from
the external auditors in relation to regulatory and
accounting developments. Updates in relation to
other relevant matters, for example, changes in
company law, are provided from time to time.

Throughout the year, Directors meet with key
executives and, in the course of twice-yearly visits
by the Board to Group locations, see the
businesses at first hand and meet with local
management teams.

For newly-appointed members of the Audit
Committee, training arrangements include meeting
with the key members of the external audit, internal

audit and finance (Head Office and Divisional)
teams and where required, relevant financial
courses are provided. Committee members also
receive details of relevant conferences organised
by external parties. New members of the
Remuneration Committee meet with the
Committee’s remuneration consultants in the year
of their appointment to the Committee.

Remuneration of Directors

Details of remuneration paid to the Directors are
set out in the Report on Directors’ Remuneration
on pages 48 to 55. The 2011 Report on Directors’
Remuneration will be presented to shareholders
for the purposes of an advisory non-binding vote
at the Annual General Meeting to be held on

9 May 2012.

Ownership and dealing by Directors in CRH
securities

Details of the shares held by Directors are set out
on page 50. CRH has a policy on dealings in
securities that applies to all Directors and senior
management. Under the policy, Directors are
required to obtain clearance from the Chairman
and Chief Executive before dealing in CRH
securities. Directors and senior management are
prohibited from dealing in CRH securities during
designated prohibited periods and at any time at
which the individual is in possession of inside
information (as defined in the Market Abuse
(Directive 2003/6/EC) Regulations 2005). The
policy adopts the terms of the Model Code, as set
out in the Listing Rules published by the UK Listing
Authority (which has been amended in relation to
Irish company law and taxation references).

Performance appraisal and Board evaluation

The Senior Independent Director conducts an
annual review of corporate governance, the
independence of Board members, the operation
and performance of the Board, and its Committees,
the effectiveness of Board communications and the
performance of the Chairman. This is achieved
through discussion in one-to-one sessions with
each Director. The meetings, which cover specific
topics and allow for free-ranging discussion,
provide a forum for an open and frank discourse.
The Senior Independent Director circulates a written
report to the Board each year, which summarises
the outcome of the review and sets out any
recommendations from Board members in relation
to areas where improvements can be made.
Consideration of the Senior Independent Director’s
report is a formal agenda item at a scheduled
Board meeting each year. This evaluation process
will be facilitated in 2012 by a third party expert in
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this area. This is dealt with further in the Nomination
& Corporate Governance Committee section on
pages 44 and 45.

A review of individual Directors’ performance is
conducted by the Chairman and each Director is
provided with feedback gathered from other
members of the Board. Performance is assessed
against a number of measures, including the
ability of the Director to contribute to the
development of strategy, to understand the major
risks affecting the Group, to contribute to the
cohesion of the Board, to commit the time
required to fulfil the role and to listen to and
respect the views of other Directors and the
management team. As part of that review process
the Chairman discusses with each individual their
training and development needs and, where
appropriate, agrees for suitable arrangements to
be put in place to address those needs.

Directors’ retirement and re-election

All Directors retire at each Annual General Meeting
and, unless they are stepping down from the
Board, submit themselves to shareholders for
re-election. Re-appointment is not automatic.
Directors who are seeking re-election are subject
to a performance appraisal, which is overseen by
the Nomination & Corporate Governance
Committee.

Board meetings and time commitment

There were eight full meetings of the Board during
2011. Details of Directors’ attendance at those
meetings are set out in the table on page 44.
Each year, additional meetings, to consider
specific matters, are held when and if required.

The Chairman sets the agenda for each meeting,
in consultation with the Chief Executive and
Company Secretary. In addition to the Group
budget, trading results, large acquisitions,
financial results and reports and regular Board
matters, during the course of the year the Board
receives updates on heaith and safety, with a
particular focus on the Group’s fatality elimination
programme, environmental issues, human
resources and the Company's investor relations
programme. A report on the performance of
acquisitions against the original Board proposal
following three years of Group ownership is also
considered by the Board. In July, the Board
meeting is held over two days, with the main
focus being on Group strategy. The Chief
Executive regularly updates the non-executive
Directors, in sessions at which other executive
Directors are not present, regarding succession
planning for senior management in each Division.

Board papers are circulated to Directors in
advance of meetings. Directors can, if they wish,
obtain their papers electronically by way of a
secure application for portable electronic devices.

Two visits are made each year by the Board to
Group operations; one in Europe and one in North
America. Each visit lasts between three and five
days and incorporates a scheduled Board
meeting. In 2011, these visits were to The
Netherlands in Europe and to the Michigan area in
the United States.

The non-executive Directors met twice during
2011 without executives being present.

Prior to their appointment, potential non-executive
Directors are made aware of the calendar of
meetings and are asked to confirm that they are
able to allocate sufficient time to meet the
expectations of their role. The agreement of the
Chairman is required before accepting additional
commitments that might impact adversely on the
time they are able to devote as a non-executive
Director of the Company.

Committees of the Board

The Board has established five permanent
Committees to assist in the execution of its
responsibilities. These are the Acquisitions
Committee, the Audit Committee, the Finance
Committee, the Nomination & Corporate
Governance Committee and the Remuneration
Committee. Ad hoc committees are formed from
time to time to deal with specific matters.

Each of the permanent Committees has terms of
reference, under which authority is delegated to
them by the Board. The terms of reference are
available on the Group'’s website, www.crh.com.
The Chairman of each Committee reports to the
Board on its deliberations, and minutes of all
Committee meetings are circulated to all
Directors.

The current membership of each Committee, and
each member’s length of service, is set out on
page 38. Attendance at meetings held in 2011 is
set out in the table on page 44.

Chairmen of the Committees attend the Annual
General Meeting and are available to answer
questions from shareholders.

During the year each of the relevant Committees
reviewed its performance and terms of reference.

Acquisitions Committee

The role of this Committee is to approve
acquisitions, divestments and capital expenditure
projects within limits agreed by the Board.

Audit Committee

This Committee consists of four non-executive
Directors, considered by the Board to be
independent. As at the date of this Report, the
Board has determined that Mr. Jan Maarten de
Jong and Mr. Dan O’Connor are the Committee’s
financial experts. It will be seen from the Directors’
biographical details, appearing on page 38, that
the members of the Committee bring to it
experience and expertise from a wide range of
industries, including the financial services sector.

The Committee met nine times during 2011. While
its terms of reference, which were last updated in
2010, remained unchanged, the Committee
reorganised its calendar of meetings in 2011
resulting in a reduction in meetings (from 14 in
2009 and 2010). The Finance Director and the
Head of Internal Audit normally attend meetings of
the Committee, while the Chief Executive and
other executive Directors attend when necessary.
The external auditors attend the majority of
Committee meetings and report on any issues
they believe should be brought to the attention of
the Committee; in addition, they have direct
access to the Committee Chairman at all times.
During the year, the Committee met with the Head
of Internal Audit and with the external auditors in
the absence of management.

In 2011, the Committee reviewed, and discussed
with management the content of, the Company’s
interim management statements, the 2010
preliminary results announcement/Annual Report
and financial statements, the 2010 Annual Report
on Form 20-F, which was filed with the United
States Securities and Exchange Commission, and
the interim report for the period ended 30 June
2011. In February 2011, the Committee approved
the annual internal audit plan and, in July, the
external auditors presented their audit plans for
the 2011 audit. In February 2012, at the meeting
at which the 2011 year-end financial statements
were considered, the Committee received a report
from the external auditors in relation to the audit
process. Each year, the Committee also considers
a report from the external auditors containing their
observations and comments on issues that arose
during the audit.

Throughout the year, the Committee received
reports and updates from the Head of Internal
Audit in relation to internal audit reviews, Section
404 of the Sarbanes-Oxley Act 2002' and the
arrangements in place to enable employees to
raise concerns, in confidence, in relation to
possible wrongdoing in financial reporting or
other matters.

' A copy of Section 404 of the Sarbanes-Oxley Act 2002 can be obtained from the US Securities and Exchange Commission’s website, www.sec.gov.
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Assessments of the Internal Audit function are
carried out periodically by management and
validated by an independent third party assessor.
The most recent assessment was conducted in
late 2009, during which no major weaknesses were
identified; the assessment did result in a number of
recommendations, most of which have been
implemented, and the Committee receives updates
on the status of the implementation of the
remaining recommendations. The Committee
approves Internal Audit’s charter and any
amendments thereto.

In 2011, the Committee met with senior finance
personnel from the Group’s operations to discuss
inter-alia, internal audit review findings, the
implementation of resulting changes to control
structures, work in relation to improving the control
environment and culture in each Division,
co-ordination with the work of the external
auditors, actions being taken to prevent fraud and
the harmonisation of IT platforms, where
appropriate, across the Group.

As part of its response to the difficult trading
conditions in recent years, the Group has
implemented a programme of cost savings and
has periodically announced updates on the
annualised savings under that programme. The
Head of Internal Audit reviews these savings, and
the related implementation costs, and reports his
findings to the Committee.

During the year, the Committee reviewed the
workings in relation to goodwill impairment testing
and the sensitivity analysis referred to in note 15 to
the consolidated financial statements and
discussed the outcome of the process with
management and the external auditors in the
context of developments in the wider industry.

The Board has delegated responsibility for
monitoring the effectiveness of the Group’s risk
management and internal control systems to the
Audit Committee. Further details in relation to the
Committee’s work in this area are set out in the
section on Risk Management and Internal Controls
on page 47.

The Committee regularly reviews the position in
relation to the implementation of plans to mitigate
the Group’s pension scheme liabilities. The
Committee also regularly reviews the structures in
place to ensure the Group complies with its
obligations, particularly under competition and
anti-corruption legislation throughout the world.

Under its terms of reference, the Audit Committee
makes recommendations to the Board in relation to
the appointment of the external auditors.

A number of factors are taken into account by the
Committee in assessing whether to recommend
the auditors for re-appointment or to seek other
competitive bids for the audit. These include the
quality of reports provided to the Audit Committee
and the Board and the quality of advice given; the
level of understanding demonstrated of the Group’s
business and industry; the objectivity of the
auditors’ views on the financial controls around the
Group and their ability to co-ordinate a global audit,
and the results of formal evaluations of the
auditors.

Ernst & Young have been the Group's auditors
since 1988. Following an evaluation carried out in
2009, the Committee recommended to the Board
that Emnst & Young be retained as the Group’s
external auditors. There are no contractual
obligations which act to restrict the Audit
Committee’s choice of external auditor. The
Committee has decided that such evaluations
should be carried out at least every five years, with
periodic interim reviews, and it monitors the
implementation of the recommendations made as
part of the evaluation process. The Committee
considers the risk of withdrawal by Ernst & Young
from the market and the potential impact on the
Group, were that eventuality to materialise.

The Committee has put in place safeguards to
ensure that the independence of the audit is not
compromised. Such safeguards include: seeking
confirmation from the external auditors that they
are, in their professional judgement, independent
from the Group; obtaining from the external
auditors an account of all relationships between the
auditors and the Group; monitoring the Group's
policy prohibiting the employment of former staff of
the external auditors, who were part of the CRH
audit team, in senior management positions until
two years have elapsed since the completion of the
audit, monitoring the number of former employees
of the external auditors currently employed in
senior positions in the Group and assessing
whether those appointments impair, or appear to
impair, the auditors’ judgement or independence;
considering whether, taken as a whole, the various
relationships between the Group and the external
auditors impair, or appear to impair, the auditors’
judgement or independence; and reviewing the
economic importance of the Group to the external
auditors and assessing whether that importance
impairs, or appears to impair, the external auditors’
judgement or independence.

The Group has a policy governing the conduct of
non-audit work by the auditors. The policy, which
was updated in 2011, is available on the CRH

website, www.crh.com. Under the policy, the
external auditors are prohibited from performing
services where they may be required to audit their
own work, participate in activities that would
normally be undertaken by management; are
remunerated through a ‘success fee’ structure,
where success is dependent on the audit; or act in
an advocacy role for the Group. Other than the
above, the Group does not impose an automatic
ban on the external auditors undertaking non-audit
work. The external auditors are permitted to
provide non-audit services that are not, or are not
perceived to be, in conflict with auditor
independence, providing they have the skill,
competence and integrity to carry out the work and
are considered by the Committee to be the most
appropriate to undertake such work in the best
interests of the Group. The engagement of the
external auditors to provide any non-audit services
must be pre-approved by the Audit Committee or
entered into pursuant to pre-approval policies and
procedures established by the Committee. The
pre-approval policy specifies the services that are
prohibited and the services which have general
pre-approval. The Committee has delegated to the
Finance Director responsibility for confirming
whether a service, which has general pre-approval,
can be provided by Ernst & Young. The Finance
Director reports regularly to the Committee on
services which have been approved.

In 2011, the external auditors provided a number
of audit-related and non-audit services, including
Sarbanes-Oxley Section 404/regulatory reporting;
services in relation to Securities and Exchange
Commission registrations in the United States;
work associated with bond and treasury issues;
and due diligence services associated with
proposed acquisitions. They were also engaged
during 2011 in a number of jurisdictions in which
the Group operates to provide help with local tax
compliance, advice on taxation laws and other
related matters; assignments which typically
involve relatively small fees. The Audit Committee
is satisfied that the external auditors’ knowledge
of the Group was an important factor in choosing
them to provide these services. The Committee is
also satisfied that the fees paid to Ernst & Young
for non-audit work, which amounted to circa 20%
of the consolidated audit fee, did not compromise
their independence or integrity. Details of the
amounts paid to the external auditors during the
year for audit and other services are set out in
note 4 to the consolidated financial statements
on page 74.

The Group external audit engagement partner is
replaced every five years.
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Attendance at Board and Board Committee meetings during the year ended 31 December 2011

Board Acquisitions Audit Finance Nomination Remuneration
A B A B A B A B A B A B
E.J. Bartschi * 2 2
M. Carton 8 8 3 3 4 4
W.P. Egan 8 8 4 4 7 7
U-H. Felcht 8 6 9 7 4 4
N. Hartery 8 8 4 4 7 7
J.M. de Jong 8 8 9 9
J.W. Kennedy 8 8 4 7 6
M. Lee 8 8 3 3 4 4
K. McGowan 8 8 3 3 4 4 4
A. Manifold 8 8 3 3
D.N. O'Connor 8 8 3 3
J.M.C. O’Connor ** 2 2
W.I. O'Mahony *** 8 8 3 2 4 3
M.S. Towe 8 8

Column A - indicates the number of meetings held during the period the Director was a member of the Board and/or Committee.

Column B - indicates the number of meetings attended during the period the Director was a member of the Board and/or Committee.

Mr. Felcht was unable to attend some meetings during the course of 2011 due to diary confiicts and personal circumstances.

* Appointed on 26 October 2011
** Retired on 4 May 2011
*** Retired on 31 December 2011

Finance Committee

This Committee, which advises the Board on the
financial requirements of the Group and on
appropriate funding arrangements, considers and
makes recommendations to the Board in relation to
the issue and buy-back of shares and debt
instruments and to the Group'’s financing
arrangements; considers and makes
recommendations to the Board in relation to
dividend levels on the Ordinary shares; keeps the
Board advised of the financial implications of Board
decisions in relation to acquisitions; assists
management, at their request, in considering any
financial or taxation aspect of the Group's affairs.

During 2011, the Committee considered a review
of the Group’s listing arrangements, which resulted,
in December 2011, in the re-classification of CRH's
listing of Ordinary shares on the Irish Stock
Exchange from a primary listing to a secondary
listing (the “Listing Re-classification”). CRH retained
the premium listing of its Ordinary shares on the
London Stock Exchange and there was no change
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to its listing of American Depositary Shares on the
New York Stock Exchange. The Listing Re-
classification facilitated the Group’s inclusion in the
FTSE 100 and FTSE All Share indices.

Nomination & Corporate Governance Committee

This Committee consists of four independent
non-executive Directors. The Committee has
recommended to the Board that, in accordance
with evolving governance norms in some regions,
the Nomination & Corporate Governance
Committee should be made up entirely of
non-executive Directors. Accordingly, the Chief
Executive stepped down from the Committee in
February 2012. Mr. Lee continues to be consulted
on issues related to Board, senior management
succession and corporate governance
developments and is invited to attend meetings of
the Committee when appropriate. The Committee
is responsible for assisting the Board in ensuring
that the composition of the Board and its
Committees is appropriate to the needs of the
Group; for keeping corporate governance

developments under review and recommending
changes, where appropriate, to the Board; for
monitoring compliance with governance codes;
and for reviewing the content of the Corporate
Governance Report to shareholders.

In 2010, the Committee recommended to the
Board that the Company appoint an external
service provider to facilitate the evaluation of the
performance of the Board at least once every three
years. The first evaluation will take place in 2012
and will supplement existing processes and
reviews carried out by the Chairman and the Senior
Independent Director (as outlined in the
Performance appraisal and Board evaluation
section of this Report on pages 41 and 42). A
number of potential providers based in Ireland and
the UK were considered. The provider which the
Committee recommended to the Board, and which
was subsequently engaged, is based in the UK
and has an extensive record in facilitating Board
evaluations in large listed companies both in Ireland
and the UK. While the provider is part of an



organisation which also supplies software solutions
to the Group, the Committee is satisfied that the
annual value of the relevant contracts is not
material to either party. The Committee has agreed
the terms of reference for the evaluation and will
review the results.

The factors taken into account by the Committee in
considering the composition of the Board are set
out in the policy for Board renewal which is detailed
on page 40. The Committee establishes processes
for the identification of suitable candidates for
appointment to the Board and oversees
succession planning for the Board and senior
management. Non-executive Directors are typically
expected to serve two three-year terms, although
they may be invited to serve for a further period.
The Committee keeps the tenure of Board
members under review, with the aim of ensuring
phased renewal and refreshment, particularly when
a number of non-executive Directors are appointed
in any one year.

During 2011 and in the year to date, the
Committee identified, and recommended to the
Board, two suitable candidates for appointment as
non-executive Directors, Ernst Bartschi and
Heather Ann McSharry.

To facilitate the search for suitable candidates to
serve as non-executive Directors, the Committee
uses the services of independent consultants.
When prospective candidates have been identified,
each member of the Committee meets with them.

The Committee led the succession process for the
appointment of Mr. McGowan'’s successor as
Chairman and, having sought the views of each
Director in relation to the filling of this position,
recommended to the Board that Mr. Hartery be
appointed as Chairman Designate. The Committee
was, in the absence of Mr. McGowan and Mr.
Hartery, chaired by Mr. Egan when considering its
recommendation. The Committee set out the
duties, responsibilities and time commitment
required by Mr. McGowan'’s successor and
determined that, due to the calibre of internal
candidates, there was no requirement to seek
external candidates. Consequently, the position of
Chairman was not advertised and external
consultants were not engaged. Mr. Hartery is a
non-executive Director of Musgrave Group plc (an
unlisted public limited company), Eircom Limited
and is a business consultant.

As referred to above in the section on
Independence of Directors, each year the
Committee reviews details of the non-CRH
directorships of each Director, including any
relationship between those companies and the
Group. The Committee also reviews any business
relationships between individual Board members.

Remuneration Committee

This Committee consists of three non-executive
Directors considered by the Board to be
independent and is chaired by the Senior
Independent Director. The Directors’ biographical

details, on page 38, demonstrate that the
members of the Committee bring to it a wide range
of experience in large organisations and public
companies, including experience in the area of
senior executive remuneration. The Committee
receives advice from Mercer, a leading
compensation and benefit consultant. The Chief
Executive is fully consulted about remuneration
proposals. A statement regarding other services
provided by Mercer to the Group is available on the
CRH website, www.crh.com.

In 2011, the Committee determined the salaries of
the executive Directors and the level of awards
made under the performance-related incentive
plans, which were based on measured targets. The
Committee set the remuneration of the Chairman
and reviewed the remuneration of senior
management. It also approved an award of share
options to the executive Directors and key
management under the 2010 Share Option
Scheme, which was approved by shareholders in
May 2010 (the 2010 Scheme), and the conditional
allocation of shares under the 2006 Performance
Share Pian. In addition, the Committee approved
the partial release of awards made under the 2006
Performance Share Plan in 2008 and released
deferred shares awarded in 2008.

The Committee oversees the preparation of the
Report on Directors’ Remuneration, which contains
details on pages 48 to 55 of the Group’s
remuneration policy, the structure of executive

Substantial Holdings

As at 31 December 2011, the Company had received notification of the following interests in its Ordinary share capital:

Name

31 December 2011

31 December 2010 31 December 2009

BlackRock, Inc.*

Capital Group International

Capital Research and Management Company (CRMC)**

The Growth Fund of America (GFA)**
Harbor International Fund

Norges Bank (The Central Bank of Norway)
Templeton Global Advisors Limited*

UBS AG

Since 31 December 2011, the Company has not been advised of any changes in the holdings set out above.

Holding/Voting % at year Holding/Voting % at year Holding/Voting % at year
Rights end Rights end Rights end
28,961,677 4.02% 28,235,082 3.98% - -

- - - - 20,863,228 2.98%

69,367,916 9.64 % 77,242,667 10.89% 34,997,266 5.01%

- - - - 28,597,372 4.09%

21,999,275 3.05% - - - -
21,543,277 2.99% 21,707,149 3.06% - -
21,503,171 2.99% - - - -
26,380,604 3.66% 26,380,604 3.72% 26,380,604 3.77%

* BlackRock, Inc. and Templeton Global Advisors Limited have advised that their interests in CRH shares arise by reason of discretionary investment management
arrangements entered into by them or their subsidiaries.

** In early 2010, CRMC advised the Company that, with effect from 1 January 2010, it had been granted proxy voting authority by various Capital Group funds,
including the GFA, which previously voted independently from CRMC.
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Directors’ remuneration, awards made under the
Group's share incentive plans, the factors taken
into account when assessing the level of vesting
under the Performance Share Plan and executive
Directors’ pension arrangements.

Following the Listing Re-classification referred to on
page 44, the Committee determined that it
remained appropriate for CRH, as an Irish
incorporated company, to continue to have regard
to the guidelines and recommendations of the Irish
Association of Investment Managers (IAIM) in
relation to share incentive plans. In early 2012, the
IAIM approved amendments to the performance
criteria in respect of the grant of options under the
2010 Scheme in 2012. Subsequently, the
Chairman of the Remuneration Committee wrote to
the Group's major shareholders in relation to the
changes. Further details in relation to the
performance criteria for the 2010 Scheme are set
out on page 49 in the Report on Directors’
Remuneration. In addition to the guidelines of the
IAIM, the Group takes cognisance of remuneration
guidelines issued by institutional shareholders and
the provisions of Schedule A to the 2010 Code will
be followed in relation to the design of
performance-related incentive schemes.

A Committee of the Chairman and the executive
Directors makes recommendations to the Board in
relation to the remuneration of the non-executive
Directors. In accordance with the Articles of
Association, shareholders set the maximum
aggregate amount of the fees payable to
non-executive Directors. The current limit was set
by shareholders at the Annual General Meeting
held in 2005.

On the recommendation of the Nomination &
Corporate Governance Committee, the
Committee's terms of reference were updated in
2010 to the effect that the Group’s Chairman may
be a member of the Committee provided his/her
tenure on the Board does not exceed 12 years.
Accordingly, Mr. McGowan ceased to be a
member of the Committee in 2010. He is consulted
on Remuneration matters and is invited to attend
meetings of the Committee when appropriate. Mr.
Hartery, who was appointed to the Board in 2004
will remain a member of the Committee when he
becomes Chairman in May 2012.

Communications with Shareholiders

Communications with shareholders are given high
priority and we communicate with shareholders in
a number of ways. There is regular dialogue with
institutional shareholders and proxy voting
agencies, as well as presentations and webcasts at
the time of the release of the annual and interim
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results. Conference calls are held following the
issuance of interim management statements and
major announcements by the Group, which afford
Directors the opportunity to hear investors’
reactions to the announcements and their views on
other issues. Interim management statements are
issued in May and November. Major acquisitions
are notified to the Stock Exchanges in accordance
with the requirements of the Listing Rules. in
addition, development updates, giving details of
other acquisitions completed and major capital
expenditure projects, are usually issued in January
and July each year.

During 2011, the Board received and considered
reports on the issues raised by investors in the
course of the presentations and meetings.

The Group’s website, www.crh.com, provides the
full text of the Annual and Interim Reports, the
Annual Report on Form 20-F, which is filed annually
with the United States Securities and Exchange
Commission, the CSR Report, interim management
statements and copies of presentations to analysts
and investors. News releases are made available in
the Media section of the website immediately after
release to the Stock Exchanges. Webcasts of key
investor briefings are broadcast live and are made
available as recordings in the Media section.

In addition, we respond throughout the year to
numerous letters from shareholders on a wide
range of issues.

The Chief Executive presented an overview of CRH
strategy to shareholders at the 2011 Annual General
Meeting. The presentation, which also set out
management’s response to the market challenges of
recent years, is available on the CRH website.

Corporate Social Responsibility

Corporate Social Responsibility (CSR) is embedded
in all CRH operations and activities. Excellence in
governance, environmental (including climate
change), health and safety and social performance
is a daily key priority of line management. Group
policies and implementation systems are
summarised on pages 6 and 7 and are described
in detail in the CSR Report on the Group's website,
www.crh.com. During 2011, CRH was again
recognised, by several leading socially responsible
investment (SRI) agencies, as being among the
leaders in its sector in this area.

Code of Business Conduct

The CRH Code of Business Conduct, which was
updated recently to ensure it continues to be at the
forefront of best practice in this area, is applicable
to all Group employees. The updated Code will be
published and available on the Group’s website,

www.crh.com during the first quarter of 2012 and
will be available on the website in 20 languages
during the course of 2012. Regional hotline
facilities are in place, to enable employees to report
suspected breaches of the Code.

Memorandum and Articles of Association

The Company’s Memorandum of Association sets
out the objects and powers of the Company. The
Articles of Association detail the rights attaching to
each share class; the method by which the
Company’s shares can be purchased or re-issued;
the provisions which apply to the holding of and
voting at general meetings; and the rules relating to
the Directors, including their appointment,
retirement, re-election, duties and powers. Details
of transactions in the Company’s own shares are
included on pages 57 and 58 of the Directors’
Report.

At the 2012 Annual General Meeting, shareholders
will be asked to approve minor changes to the
Articles of Association. Further details in relation to
the proposed changes are set out in a letter to
shareholders which is available on the CRH
website.

A copy of the current Memorandum and Articles of
Association can be obtained from the Group’s
website, www.crh.com.

General Meetings

The Company's Annual General Meeting (AGM),
which is held in Ireland, affords individual
shareholders the opportunity to question the
Chairman and the Board. All Directors attended the
2011 AGM. The Notice of the AGM, which
specifies the time, date, place and the business to
be transacted, is sent to shareholders at least 20
working days before the meeting. At the meeting,
resolutions are voted on by means of an electronic
voting system. The votes of shareholders present
at the meeting are added to the proxy votes
received in advance and the total number of votes
for, against and withheld for each resolution are
announced. This information is made available on
the Company’s website following the meeting.

All other general meetings are called Extraordinary
General Meetings (EGMs). An EGM called for the
passing of a special resolution must be called by at
least 21 clear days’ notice.

A quorum for a general meeting of the Company is
constituted by five or more shareholders present in
person and entitled to vote. The passing of
resolutions at a meeting of the Company, other
than special resolutions, requires a simple majority.
To be passed, a special resolution requires a
majority of at least 75% of the votes cast.



Shareholders have the right to attend, speak, ask
questions and vote at general meetings. In
accordance with Irish company law, the Company
specifies record dates for general meetings, by
which date shareholders must be registered in the
Register of Members of the Company to be entitled
to attend. Record dates are specified in the notes
to the Notice of a general meeting. Shareholders
may exercise their right to vote by appointing a
proxy/proxies, by electronic means or in writing, to
vote some or all of their shares. The requirements
for the receipt of valid proxy forms are set out in
the notes to the Notice convening the meeting and
in the notes on the proxy form. A shareholder, or a
group of shareholders, holding at least 5% of the
issued share capital of the Company, has the right
to requisition a general meeting. A shareholder, or a
group of shareholders, holding at least 3% of the
issued share capital of the Company, has the right
to put an item on the agenda of an AGM or to table
a draft resolution for inclusion in the agenda of a
general meeting, subject to any contrary provision
in trish company law.

The Group’s website, www.crh.com, contains
answers to questions frequently asked by
shareholders (FAQs), including questions regarding
shareholder rights in respect of general meetings.
The FAQs can be accessed in the Investors section
of the website under “Equity Investors”.

Risk Management and Internal Control

The Board has delegated responsibility for the
monitoring of the effectiveness of the Group’s risk
management and internal control systems to the
Audit Committee*. Such systems are designed to
manage rather than eliminate the risk of failure to
achieve business objectives and, in the case of
internal control systems, can provide only
reasonable and not absolute assurance against
material misstatement or loss.

The consolidated financial statements are prepared
subject to oversight and control of the Finance
Director, ensuring correct data is captured from
Group locations and all required information for
disclosure in the consolidated financial statements
is provided. An appropriate control framework has
been put in place around the recording of
appropriate eliminations and other adjustments.
The consolidated financial statements are reviewed
by the CRH Financial Review and Disclosure Group
prior to being reviewed by the Audit Committee
and approved by the Board of Directors.

The Directors confirm that the Group’s ongoing
process for identifying, evaluating and managing its
principal risks and uncertainties (as outlined in the
Directors’ Report on pages 56 and 57) is in

accordance with the updated Turnbull guidance
(Internal Control: Revised Guidance for Directors on
the Combined Code) published in October 2005.
The process has been in place throughout the
accounting period and up to the date of approval
of the Annual Report and financial statements.

Group management has responsibility for major
strategic development and financing decisions.
Responsibility for operational issues is devolved,
subject to limits of authority, to product group and
operating company management. Management at
all levels is responsible for internal control over the
business functions that have been delegated. This
embedding of the system of internal control
throughout the Group’s operations ensures that the
organisation is capable of responding quickly to
evolving business risks and that significant internal
control issues, should they arise, are reported
promptly to appropriate levels of management.

During the year, the Board and Audit Committee
received, on a regular basis, reports from
management on the key risks to the business and
the steps being taken to manage such risks and
considered whether the significant risks faced by
the Group were being identified, evaluated and
appropriately managed, having regard to the
balance of risk, cost and opportunity. In addition,
the Audit Committee met with internal auditors on
a regular basis and satisfied itself as to the
adequacy of the Group's internal control system,
met with the Chairman of the Remuneration
Committee to ensure that the Group's
remuneration policies and structures were in line
with the Group’s “risk appetite” (which the Board
has determined to be low) and reviewed the
principal risks and uncertainties outlined in the
Directors' Report.

The Audit Committee also met with, and received
reports from, the external auditors. The Chairman
of the Audit Committee reported regularly to the
Board on all significant issues considered by the
Committee and the minutes of its meetings were
circulated to all Directors.

The Directors confirm that, in addition to the
monitoring carried out by the Audit Committee
under its terms of reference, they have reviewed
the effectiveness of the Group’s risk management
and internal control systems up to and including
the date of approval of the financial statements.
This had regard to all material controls, including
financial, operational and compliance controls, that
could affect the Group’s business.

* In accordance with Section 91(B)(b) of the EC (Directive 2006/43) Regulations 2010

Going Concern

The Company’s business activities, together with
the factors likely to affect its future development,
performance and position are set out in the Chief
Executive’s Review and in the Directors’ Report on
pages 11 to 14 and pages 56 to 58. The financial
position of the Company, its cash flows, liquidity
position and borrowing facilities are described in
the Finance Review on pages 17 to 19. In addition,
notes 21 to 25 to the financial statements include
the Company’s objectives, policies and processes
for managing its capital; its financial risk
management objectives; details of its financial
instruments and hedging activities; and its
exposures to credit, currency and liquidity risks.

The Company has considerable financial resources
and a large number of customers and suppliers
across different geographic areas and industries. In
addition, the local nature of building materials
means that the Group’s products are not usually
shipped cross-border.

Having assessed the relevant business risks, the
Directors believe that the Company is well placed
to manage these risks successfully and have a
reasonable expectation that the Company, and the
Group as a whole, have adequate resources to
continue in operational existence for the
foreseeable future. For this reason, they continue to
adopt the going concern basis in preparing the
financial statements.

Compliance

In the period under review, CRH complied with the
provisions of the 2010 Code. The Company also
complied with the rules issued by the United States
Securities and Exchange Commission to
implement the Sarbanes-Oxley Act 2002, in so far
as they apply to the Group.

CRH 47



Report on Directors’ Remuneration

The Remuneration Committee

The Remuneration Committee of the Board consists
of independent non-executive Directors of the
Company. Under its terms of reference, which are
available on the CRH website www.crh.com, the
Remuneration Committee is responsible for
determining the Group’s policy on executive
remuneration and considering and approving
salaries and other terms of the remuneration
packages for the executive Directors. The
Remuneration Committee also recommends and
monitors the level and structure of remuneration for
senior management. It receives advice from leading
independent firms of compensation and benefit
consultants, when necessary, and the Chairman
and the Chief Executive attend meetings except
when their own remuneration is being discussed.
Further details regarding the members of the
Remuneration Committee, including their length of
service and biographies are set out on page 38.

Remuneration Policy

CRH is an international group of companies, with
activities in 36 countries. CRH'’s policy on Directors’
remuneration is designed to attract and retain
Directors of the highest calibre who can bring their
experience and independent views to the policy,
strategic decisions and governance of CRH.

Executive Directors must be properly rewarded and
motivated to perform in the long-term interest of the
shareholders. The spread of the Group’s operations
requires that the remuneration packages in place in
each geographical area are appropriate and
competitive for that area. In setting remuneration
levels, the Remuneration Committee takes into
consideration the remuneration practices of other
international companies of similar size and scope,
trends in executive remuneration generally, in each
of the regions in which the Company operates, and
the EU Commission’s recommendations on
remuneration in listed companies. Extensive reviews
of the structure of executive remuneration were
carried out in 2005 and in 2009.

The EU Commission’s recommendations were
published in December 2004 in a document entitled
“fostering an appropriate regime for the
remuneration of the directors of listed companies”
and those recommendations were supplemented
by additional recommendations issued in 2009. The
Remuneration Committee supports the general
objectives of the EU’s recommendations and the
broad issues they aim to address. This is reflected
in the detailed disclosures in this Report and in the
Corporate Governance Report in relation to the
composition of the Remuneration Committee, the
Group’s remuneration policy, the elements of
executive Directors’ remuneration (including bonus
structure, deferred bonus arrangements and share
incentive plans), the collective and individual
remuneration of Directors and pension entitlements.
The Company believes that shareholders are
entitled to have a “say on pay” and, accordingly, the
Report on Directors’ Remuneration is presented to
shareholders each year for the purposes of an
advisory vote. In 2011, 96.4% of the votes on this
resolution were cast in favour. A number of the EU
Commission’s recommendations, some of which
are the subject of ongoing consideration at
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government level and in investment associations,
have not been implemented by the Remuneration
Committee. Those areas will continue to receive the
Remuneration Committee’s active consideration
and their relevance and practicality in the business
context in which CRH operates will be assessed on
an ongoing basis.

Performance-related rewards, based on measured
targets, are a key component of remuneration.
CRH’s strategy of fostering entrepreneurship in its
regional companies requires well-designed incentive
plans that reward the creation of shareholder value
through organic and acquisitive growth. The typical
elements of the remuneration package for executive
Directors are basic salary and benefits, a
performance-related incentive plan, pension
arrangements and participation in the performance
share and share option plans. It is policy to grant
participation in these plans to key management to
encourage identification with shareholders’ interests
and to create a community of interest among
different regions and nationalities. The Chairman of
the Remuneration Committee meets with the Audit
Committee annually to review the Group’s
remuneration structures and ensure they are in line
with its risk policies and systems.

The Group also operates share participation plans
and savings-related share option schemes for
eligible employees in all regions where the
regulations permit the operation of such plans. In
total there are approximately 6,750 employees of all
categories who are shareholders in the Group.

Executive Directors’ Remuneration

Basic salary and benefits

The basic salaries of executive Directors are
reviewed annually having regard to personal
performance, company performance, step changes
in responsibilities and competitive market practice
in the area of operation. Employment-related
benefits relate principally to relocation costs, the
use of company cars and medical/life assurance.
No fees are payable to executive Directors.

Performance-related incentive plan

The performance-related incentive plan is totally
based on achieving clearly defined and stretch
annual profit targets and strategic goals with an
approximate weighting of 80% for profits and cash
flow generation and 20% for personal and strategic
goals. At target performance, payout is 80% of
basic salary for Europe-based participants and 90%
of basic salary for US-based participants. A
maximum payout of 1.5 times these levels is
payable for a level of performance well in excess of
target.

The four components of the plan are:
(i) Individual performance

(i) Profit before tax and earnings per share growth
targets

(i) Cash flow generation targets
(iv) Return on net assets targets

Up to one-third of the bonus in each year is payable
in CRH shares and the entitlement to beneficial
ownership of the shares is deferred for a period of

three years (the Deferred Shares), with the individual
not becoming beneficially entitled to the Deferred
Shares in the event of departure from the Group in
certain circumstances during that time period.
Deferred Shares are awarded in respect of the
portion of any bonus payout that exceeds target
performance. The principal objective of the deferral
element is to tie a portion of the annual award to
the longer-term performance of the CRH share
price. In 2011, the Remuneration Committee
authorised the release of the Deferred Shares
awarded to Mr. Lee in 2008.

In addition to the annual performance incentive
plan, the Chief Executive, Mr. Lee, has a special
long-term incentive plan (LTIP) incorporating targets
set for the five-year period 2009-2013. The plan,
the structure of which is the same as for LTIPs put
in place for previous CRH chief executives,
incorporates challenging goals in respect of Total
Shareholder Return by comparison with a peer
group, growth in earnings per share and the
strategic development of the Group, with a total
maximum earnings potential of 40% of aggregate
basic salary. While accruals are made on an annual
basis, there is no commitment to any payment until
the end of the period. Any payments under the plan
will not be pensionable. Details of the manner in
which the earnings are provided for under the plan
are set out in note 2 to the table of Directors’
remuneration on page 51.

Performance Share Plan/Share Option Scheme

Long-term incentive plans involving conditional
awards of shares are a common part of executive
remuneration packages, motivating high
performance and aligning the interests of executives
and shareholders. The Performance Share Plan
approved by shareholders in May 2006 is tied to
Total Shareholder Return (TSR). Half of the award is
assessed against TSR for a group of global building
materials companies and the other half against TSR
for the constituents of the Eurofirst 300 Index.

The maximum award under the Performance Share
Plan is 150% of basic salary per annum in the form
of conditional shares and the vesting period is three
years. The awards lapse, if over the three-year
period, CRH'’s TSR is below the median of the peer
group/index; 30% of the award vests if CRH’s
performance is equal to the median while 100%
vests if CRH's performance is equal to or greater
than the 75th percentile; for TSR performance
between the 50th and the 75th percentiles,
between 30% and 100% of the award vests on a
straight-line basis.

When approved by shareholders in 2008, the
Performance Share Plan incorporated an earnings
per share (EPS) growth underpin of the Irish
Consumer Price Index plus 5% per annum, a
requirement of the Irish Association of Investment
Managers (IAIM) at the time. The circular issued in
2006 in connection with the proposed adoption of
the Performance Share Plan advised shareholders
that the “Committee may modify the EPS
performance condition if, following agreement with
the Irish Association of Investment Managers, it is
satisfied that there are valid reasons to do so or
where such requirement has ceased to be a
requirement of the Irish Association of Investment



Managers”. In 2009, the IAIM advised that it did not
regard this financial test as an additional hurdle but
rather as a mechanism to assist the Remuneration
Committee in determining whether TSR reflected
performance. Following discussion with the IAIM,
the rules of the PSP were amended to delete the
underpin requirement, substituting in its place the
condition that no award, or portion of an award,
which had satisfied the TSR performance criteria
would be released unless the Remuneration
Committee had confirmed the validity of the TSR
performance and reviewed EPS performance to
assess its consistency with the objectives of the
assessment.

During 2011, the Remuneration Committee
determined that 46.21% of the award made under
the Performance Share Plan in 2008 had vested.
The Company’s TSR performance, which was
verified by the Remuneration Committee’s
remuneration consultants, was between the 50th
and the 75th percentiles referred to above when
assessed against the building materials sector,
while TSR performance was below the median in
relation to the Eurofirst 300 Index. Prior to making
its vesting determination in each case, the
Remuneration Committee satisfied itself that the
TSR outcome was valid and had not been
significantly affected by unusual events or
extraneous factors.

The peer group against which the Performance
Share Plan was measured for the 2008 award was:

Boral Kingspan Group
Buzzi Unicem Lafarge

Cemex Martin Marietta
Ciments Francais Materials
Cimpor Saint Gobain

Grafton Group Titan Cement

Heidelberg Cement Travis Perkins

Holcim Vulcan Materials
Home Depot Weinerberger
Italcementi Wolseley

Participants in the Plan are not entitled to any
dividends (or other distributions made) and have no
right to vote in respect of the shares subject to the
award, until such time as the shares vest. Details of
awards to Directors under the Plan are provided on
page 54.

2010 Share Option Scheme

At the 2010 Annual General Meeting, shareholders
approved the introduction of the current share
option scheme (the 2010 Scheme) by a vote of
97.5% to 2.5%. Options are granted annually,
ensuring a smooth progression over the life of the
scheme, at the market price of the Company’s
shares at the time of grant. To ensure transparency,
grants are made after the final results
announcement. The Scheme currently has
approximately 650 active participants, over 50% of
whom are US employees.

It was indicated in the circular to shareholders in
connection with the introduction of the 2010

Scheme that, for the most senior executives in the
Group, the combination of awards under CRH's
share incentive plans would be biased towards the
TSR-based Performance Share Plan. Awards in
2010 and 2011 were made on this basis and it is
intended to maintain this approach. The maximum
allocation to any executive under the 2010 Scheme
was 150% of basic salary; the maximum allowable
under the rules is 200% of salary (including bonus
and benefits-in-kind).

The 2010 Scheme is based on one tier of options
with a single vesting test. The performance criteria
for the scheme are EPS-based. Vesting only occurs
once an initial performance target has been
reached and, thereafter, is dependant on
performance. In considering the level of vesting
based on EPS performance, the Remuneration
Committee also considers the overall results of the
Group. Performance targets for the initial grant of
options were agreed with the IAIM, which also
approved the Scheme, and were as follows:

* the option award lapses if EPS growth over the
three year target period is less than 12.5%
compounded over the period,;

o 20% of the option grant shall be exercisable if
compound EPS growth is equal to 12.5%, while
100% shall be exercisable if compound EPS
growth is equal to 27.5%;

* subject to any reduction which the Remuneration
Committee deems appropriate, options vest
between 20% and 40% on a straight line basis if
compound growth is between 12.5% and
17.5%; and vest between 40% and 100% on a
straight line basis if compound growth is
between 17.5% and 27.5%, which provides for
proportionately more vesting for higher levels of
EPS growth.

The above criteria were also applied for the second
grant of options under the scheme in 2011. In
setting the criteria in March 2010, the Remuneration
Committee took into account the steep fall in CRH
EPS arising from the global financial crisis and also
an expected rebound in economic growth in CRH'’s
primary markets. Events over the past two years
have led to a much weaker economic recovery and
in retrospect these targets have proved much too
demanding. As a result, the incentive element in the
Scheme has been severely eroded.

Accordingly, the Committee has reviewed the
performance criteria in the light of the current
economic circumstances and trading backdrop
and, with the approval of the IAIM, has adjusted the
targets to apply for the option grant in April 2012,
as follows:

* the option lapses if EPS growth over the three
year target period is less than 10% compounded
over the period;

e 20% of the option grant shall be exercisable if
compound EPS growth is equal to 10% while
100% shall be exercisable if compound EPS
growth is equal to 20%;

* subject to any reduction which the Remuneration
Committee deems appropriate, options vest
between 20% and 40% on a straight line basis if

compound growth is between 10% and 13%;
and vest between 40% and 100% on a straight
line basis if compound growth is between 13%
and 20%, which provides for proportionately
more vesting for higher levels of EPS growth.

The targets that applied to the 2010 and 2011
option grants remain in place.

The Chairman of the Remuneration Committee has
written to major shareholders regarding the change,
the rationale therefor and the consultation process
with the IAIM.

The Remuneration Committee will review the
targets for future grants in 2013 and subsequent
years in the light of economic and industry
developments.

The Remuneration Committee has discretionary
powers regarding the implementation of the rules of
the 2010 Scheme. These powers have not been
exercised since the adoption of the Scheme. A
summary of the principal features of the 2010
Scheme was included in the circular sent to all
shareholders, with the Notice of the 2010 Annual
General Meeting. The circular is available on the
CRH website, www.crh.com. Under the rules of the
2010 Scheme, the Committee has discretion to
introduce “clawback” provisions on a retrospective
basis for options granted, if such provisions are
required by law or any applicable code of corporate
governance.

The percentage of share capital which can be
issued under CRH share schemes, and individual
share participation limits, comply with institutional
guidelines.

Non-executive Directors’ Remuneration

The remuneration of non-executive Directors,
including that of the Chairman, is determined by the
Board of Directors as a whole. In determining the
remuneration, the Board receives recommendations
from the Remuneration Committee in respect of the
Chairman and in respect of the non-executive
Directors from a committee of the Chairman and
the executive Directors. Remuneration is set at a
level which will attract individuals with the necessary
experience and ability to make a substantial
contribution to the Company'’s affairs and reflect the
time and travel demands of their Board duties. They
do not participate in any of the Company’s
performance-related incentive plans or share
schemes.

Pensions

Ms. Carton, Mr. Lee and Mr. Manifold are
participants in a contributory defined benefit plan
which is based on an accrual rate of 1/60th of
pensionable salary for each year of pensionable
service and is designed to provide two-thirds of
salary at retirement for full service. There is provision
for Ms. Carton, Mr. Lee and Mr. Manifold to retire at
60 years of age.

The Finance Act 2006 established a cap on pension
provision by introducing a penalty tax charge on
pension assets in excess of the higher of €5 million
(in the Finance Act 2011, this threshold was
reduced to €2.3 million) or the value of individual
accrued pension entitlements as at 7 December
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2005. As a result of these legislative changes, the
Remuneration Committee decided that Ms. Carton,
Mr. Lee and Mr. Manifold should have the option of
continuing to accrue pension benefits as previously,
or of choosing an alternative arrangement — by
accepting pension benefits limited by the cap — with
a similar overall cost to Group. They have chosen to
opt for the alternative arrangement which involves
capping their pensions in line with the provisions of
the Finance Act 2006 and receiving a
supplementary taxable non-pensionable cash
allowance in lieu of pension benefits foregone.
These allowances are similar in value to the
reduction in the Company’s liability represented by
the pension benefits foregone. They are calculated

based on actuarial advice as the equivalent of the
reduction in the Company's liability to each
individual and spread over the term to retirement as
annual compensation allowances. The allowances
for 2011 are detailed in note (jii) on page 52.

Mr. Towe participates in a defined contribution
retirement plan in respect of basic salary; and in
addition participates in an unfunded defined
contribution Supplemental Executive Retirement
Plan (SERP) also in respect of basic salary, to which
contributions are made at an agreed rate, offset by
contributions made to the other retirement plan.

Since 1991, it has been the Board’s policy that
non-executive Directors do not receive pensions.

Directors’ Service Contracts

No executive Director has a service contract, has a
notice period in excess of 12 months, or is entitled
to any benefits on termination of employment.

Directors’ Remuneration and Interests in
Share Capital

Details of Directors’ remuneration charged against
profit in the year are given in the table on the next
page. Details of individual remuneration and
pension benefits for the year ended 31 December
2011 are given on page 52. Directors’ share
options are shown on pages 54 and 55; Directors’
share-holdings are shown below.

Directors’ interests in share capital at 31 December 2011

The interests of the Directors and Secretary in the shares of the Company as at 31 December 2011, which are beneficial unless otherwise indicated, are shown
below. The Directors and Secretary have no beneficial interests in any of the Group’s subsidiary, joint venture or associated undertakings. The Company’s Register
of Directors’ interests contains full details of Directors’ shareholdings and options to subscribe for shares.

Ordinary 31 December 31 December
Shares 2011 2010
Directors
E.J. Bértschi 2,000 -
M. Carton 42,343 38,521
W.P. Egan 16,112 16,427
- Non-beneficial 12,000 12,000
U-H. Felcht 1,285 1,285
N. Hartery 1,302 1,285
J.M. de Jong 14,672 14,036
J.W. Kennedy 1,009 1,009
M. Lee 372,401 348,340
K. McGowan 22,744 22,001
A. Manifold 29,215 21,525
D.N. O'Connor 15,883 15,328
M.S. Towe 55,405 44,644
Secretary
N. Colgan 9,174 11,348
595,545 547,749

There were no transactions in the above Directors’ and Secretary’s interests between 31 December 2011 and 27 February 2012.

Of the above holdings, the following are held in the form of American Depositary Receipts:

31 December 31 December

2011 2010
W.P. Egan 15,000 10,000
- Non-beneficial 12,000 12,000
M.S. Towe 3,397 3,397

Ms. H.A. McSharry became a Director on 22 February 2012 and her holding at that date is set out below. There were no transactions between 22 February and

27 February 2012.

22 February
2012

H.A. McSharry

* Holding as at date of appointment.

3,556
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Notes

Directors’ Remuneration

2011 2010

€000 €000
Executive Directors
Basic salary 3,398 3,443
Performance-related incentive plan
- cash element 1,559 952
— deferred shares element - -
Retirement benefits expense 1,727 1,602
Benefits 135 164

6,819 6,161
Provision for Chief Executive long-term incentive plan 460 460
Total executive Directors’ remuneration 7,279 6,621
Average number of executive Directors 4.00 4.00
Non-executive Directors
Fees 578 635
Other remuneration 659 667
Total non-executive Directors’ remuneration 1,237 1,302
Average number of non-executive Directors 8.52 9.34
Payments to former Directors 47 56
Total Directors’ remuneration 8,563 7,979

Notes to Directors’ remuneration
See analysis of 2011 remuneration by individual on page 52.

As set out on page 48, the Chief Executive has a special long-term incentive plan tied to the
achievement of exceptional growth and key strategic goals for the five-year period 2009 to
2013 with a total maximum earnings potential of 40% of aggregate basic salary. While accruals
are made on an annual basis, there is no commitment to any payment until the end of the five-
year period.

Consulting and other fees paid to a number of former directors.
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Individual remuneration for the year ended 31 December 2011

Incentive Plan

Basic Retirement
salary Cash Deferred benefits Other
and fees element shares expense remuneration Benefits Total Total
0] (ii) (ii) (iii) (iv) (v) 2011 2010
€000 €000 €000 €000 €000 €000 €000 €000
Executive Directors
M. Carton (vi) 550 255 - 232 - 13 1,050 489
G. Culpepper (vi) - - - - - - - 381
M. Lee 1,150 534 - 980 - 25 2,689 2,443
A. Manifold 800 371 - 335 - 31 1,537 1,385
M.S. Towe 898 399 - 180 - 66 1,543 1,463
3,398 1,559 - 1,727 - 135 6,819 6,161
Non-executive Directors
E.J. Bértschi (vii) 11 - - - 4 - 15 B
W.P. Egan 68 - - - 52 - 120 120
U-H. Felcht 68 - - - 37 - 105 105
N. Hartery 68 - - - 56 - 124 121
J.M. de Jong 68 - - - 71 - 139 139
J. W. Kennedy 68 - - - 37 - 105 90
K. McGowan 68 - - - 337 - 405 405
T.V. Neill (viii) - - - - - - - 36
D.N. O'Connor 68 - - - 22 - 90 90
J.M.C. O'Connor (ix) 23 - - - 8 - 31 90
W.I. O'Mahony 68 - - - 35 - 103 106
578 - - - 659 - 1,237 1,302

(i

(i

(iv]

(vi

Basic salary and fees Salary levels for Irish-based executive Directors were unchanged in 2011 as were fee levels for non-executive Directors. Mark Towe
received a 2011 salary increase in US Dollars which was broadly in line with trends in senior executive remuneration in the United States. The Remuneration
Committee reviewed salary levels in early 2012 and determined that salary levels for Irish-based executive Directors, and fees for non-executive Directors,
should remain unchanged for 2012. The Committee agreed a 2012 salary increase for Mark Towe in line with continuing trends in the United States.

Performance-related Incentive Plan Under the executive Directors’ incentive plan for 2011, a bonus is payable for meeting clearly defined and stretch
targets and strategic goals. The structure of the 2011 incentive plan is set out on pages 48 and 49. The 2011 plan payout levels reflect progress on strategic
goals and improved earnings per share delivery. For 2011 the bonus is payable entirely in cash.

Retirement benefits expense The Irish Finance Act 2006 effectively established a cap on pension provision by introducing a penalty tax charge on pension
assets in excess of the higher of €5 million or the value of individual prospective pension entitlements as at 7 December 2005. This cap was further reduced by
the Irish Finance Act 2011 to €2.3 million as at 7 December 2010. As a result of these legislative changes, the Remuneration Committee has decided that
Executive Directors who are members of Irish pension schemes should have the option of continuing to accrue pension benefits as previously, or of choosing
an alternative arrangement - by accepting pension benefits limited by the cap - with a similar overall cost to the Group. Myles Lee and Albert Manifold chose
to opt for the aiternative arrangement which involves capping their pensions in line with the provisions of the Finance Acts and receiving a supplementary
taxable non-pensionable cash allowance, in lieu of prospective pension benefits foregone. Prior to 2011, Maeve Carton continued to accrue pension benefits
as previously but for 2011 opted for the alternative arrangement and now receives allowances as described above. These allowances are similar in value to the
reduction in the Company’s liability represented by the pension benefit foregone. They are calculated based on actuarial advice as the equivalent of the
reduction in the Company’s liability to each individual and spread over the term to retirement as annual compensation allowances. For 2011 the compensation
allowances amount to €980,000 (2010: €980,000) for Myles Lee; €335,195 (2010: €354,081) for Albert Manifold and €231,954 for Maeve Carton.

Other Remuneration Inciudes remuneration for Chairman, Board Committee work and allowances for non-executive Directors based outside of Ireland. In
the case of Liam O’Mahony payments for services unrelated to Board and Committee work are also included.

Benefits These relate principally to relocation expenses, housing allowance, the use of company cars and medical/life assurance.

Maeve Carton became a Director on 25 May 2010 while Glenn Culpepper resigned as a Director on the same date and as an executive on 30 June 2010.
Maeve Carton’s remuneration for 2010 is stated from date of appointment while Glenn Culpepper’s remuneration for that year is for the period up to his date
of resignation as a Director.

(vil) Ernst Bartschi became a Director on 26 October 2011.
(viil) Terry Neill retired on 5 May 2010.

()
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Joyce O’Connor retired on 4 May 2011.
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Pension entitiements - defined benefit

Increase in
accrued Transfer value Total accrued
personal of increase in personal
pension dependants’ pension at
during 2011 pension year-end
@i (i) (i
€000 €000 €000
Executive Directors
M. Carton - 5 266
M. Lee - - 287
A. Manifold - 28 273

() As noted on pages 49 and 50, the pensions of Myles Lee, Albert Manifold and Maeve Carton have been capped in fine with the provisions of the Irish Finance
Acts. However, dependants’ pensions continue to accrue resulting in Greenbury transfer values which have been calculated on the basis of actuarial advice.
These amounts do not represent sums paid out or due, but are the amounts that the pension scheme would transfer to another pension scheme in relfation to
benefits accrued in 2011 in the event of these Directors leaving service.

(i) The accrued pensions shown are those which would be payable annually from normal retirement date.

Pension entitlements - defined contribution

The accumulated liablilities related to the unfunded Supplemental Executive Retirement Plan for Mark Towe are as follows:

As at 31 2011 As at 31
December 2011 notional Translation December
2010 contribution interest adjustment 2011
€000 €000 €000 €000 €000
(iii)
Executive Director
M.S. Towe 1,217 173 63 58 1,511

(i) Notional interest, which is calculated based on the average bid yields of United States Treasury fixed-coupon securities with remaining terms to maturity of

approximately 20 years, plus 1.5%, is credited to the above plan.

Deferred Shares (iv)

New Shares

Awards of allotted under the

Number at Deferred Scrip Dividend Number at
31 December Shares Scheme Released 31 December
2010 during 2011 during 2011 during 2011 2011
Executive Director
M. Lee 10,449 - - 10,449 -

(iv) Under the executive Directors’ incentive plan, up to one third of the bonus in each year is payable in CRH shares and the entitlement to beneficial ownership
of the shares is deferred for a period of three years, with the individual not becoming beneficially entitled to the shares in the event of departure from the Group

in certain circumstances during that time period.
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Directors’ awards under the Performance Share Plan ())

Market
31 December Granted in Released in Lapsedin 31 December Performance Release price in euro
2010 2011 2011 (i) 2011 (i) 2011 period date on award
M. Carton 4,436 - 2,049 2,387 - 01/01/08 - 31/12/10  March 2011 23.45
14,000 - - 14,000 01/01/09 - 31/12/11  March 2012 17.00
10,000 - - - 10,000 01/01/10 - 31/12/12  March 2013 18.51
- 42,000 - - 42,000 01/01/11 -31/12/13  March 2014 16.52
28,436 42,000 2,049 2,387 66,000
M. Lee 27,725 - 12,811 14,914 - 01/01/08 - 31/12/10  March 2011 23.45
70,000 - - - 70,000 01/01/09 - 31/12/11  March 2012 17.00
75,000 - - - 75,000 01/01/10 - 31/12/12  March 2013 18.51
- 88,000 - - 88,000 01/01/11 -31/12/13  March 2014 16.52
172,725 88,000 12,811 14,914 233,000
A. Manifold 27,725 - 12,811 14,914 - 01/01/08 - 31/12/10  March 2011 23.45
47,500 - - - 47,500 01/01/09 - 31/12/11  March 2012 17.00
55,000 = B - 55,000 01/01/10 - 31/12/12  March 2013 18.51
- 62,000 - - 62,000 01/01/11 - 31/12/13  March 2014 16.52
130,225 62,000 12,811 14,914 164,500
M.S. Towe 23,289 - 10,761 12,528 - 01/01/08 - 31/12/10  March 2011 23.45
76,000 - - - 76,000 01/01/09 - 31/12/11  March 2012 17.00
60,000 - - - 60,000 01/01/10 - 31/12/12  March 2013 18.51
- 68,000 - - 68,000 01/01/11 - 31/12/13  March 2014 16.52
159,289 68,000 10,761 12,528 204,000

() Performance Share Plan This is a long-term share incentive plan under which share awards are granted in the form of a provisional allocation of shares for
which no exercise price is payable. The shares scheduled for release in March 2012, March 2013 and March 2014 will be allocated to the extent that the
relative TSR performance conditions are achieved. The structure of the Performance Share Plan is set out on pages 48 and 49.

(i)  On 2 March 2011, the Remuneration Committee determined that 46.21% of the 2008 award vested and that portion of the award was released to participants.
The balance of the 2008 award lapsed.

Directors’ share options

Details of movements on outstanding options and those exercised during the year are set out in the table below:

Options exercised during 2011

Weighted Weighted
average option Weighted average
price at average  market price
31 December Granted in Lapsed in Exercisedin 31 December 31 December exercised at date of
2010 2011 2011 2011 2011 2011 price exercise
€ € €
M. Carton 55,831 - - - 55,831 (a) 25.75 - -
39,924 - 7,763 - 32,161 (b) 14.61 - -
35,000 42,500 - - 77,500 (c) 17.29 - -
1,752 - - - 1,752  (d) 18.39 - -
M. Lee 318,435 - - - 318,435 (a) 19.32 - -
138,625 - 27,725 - 110,900 (b) 14.45 - -
85,000 90,000 - - 175,000 (¢ 17.36 - -
1,752 - - - 1,752 (d) 18.39 - -
A. Manifold 166,445 - - - 166,445 (a) 21.97 - -
48,796 - 6,654 - 42,142 (b) 14.36 - B
60,000 62,500 - - 122,500 (c) 17.36 - -
1,752 - - - 1,752 (d) 18.39 - -
W.I. O'Mahony 576,680 - 138,625 - 438,055 (a) 18.88 - -
277,250 - 166,350 - 110,900 (b) 17.75 - -
M.S. Towe 243,981 - 27,725 - 216,256 (a) 20.75 - -
155,260 - 27,725 - 127,535 (b) 14.44 - -
70,000 70,000 - - 140,000 (o) 17.39 - -
2,276,483 265,000 402,567 - 2,138,916
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Options by Price

31 December Granted in Lapsedin Exercisedin 31 December Earliest

€ 2010 2011 2011 2011 2011 exercise date Expiry date
16.4830 166,350 - 166,350 - - (a)
16.4830 236,217 - 236,217 - - (b)
17.7454 138,625 - - - 138,625 (a) March 2012 April 2012
17.7454 182,985 - - - 182,985 b) March 2012 April 2012
11.8573 110,900 - - - 110,900 (@) March 2012 April 2013
11.8573 72,085 - - - 72,085 (b) March 2012 April 2013
11.9565 27,725 - - - 27,725 (@ March 2012 April 2013
11.95656 49,905 - - - 49,905 (b) March 2012 April 2013
15.0674 66,540 - g - 66,540 (a) March 2012 April 2014
15.0674 68,758 - - - 68,758 b) April 2014
15.0854 27,725 - - - 27,725 (a) March 2012 April 2014
15.0854 49,905 - - B 49,905 (b) April 2014
18.7463 72,085 - - - 72,085 (a) March 2012 April 2015
18.8545 27,725 - - - 27,725 (a March 2012 Aprit 2015
26.1493 105,355 - - - 105,355 () April 2016
22.3892 221,800 - - - 221,800 (@ June 2016
29.4855 86,502 - - - 86,502 (a) April 2017
29.8643 36,043 - - - 36,043 (a) April 2017
21.5235 143,997 - - - 143,997 (a) April 2018
16.58 130,000 - - - 130,000 (a) April 2019
18.39 250,000 - - - 250,000 © May 2020
16.38 - 265,000 - - 265,000 (c) April 2021
18.3946 5,256 - - - 5,256 (d) July 2013 December 2013

2,276,483 265,000 402,567 - 2,138,916

The market price of the Company's shares at 31 December 2011 was €15.36 and the range during 2011 was €10.50 to €17.00.

(a) Granted under the 2000 share option scheme, these options are only exercisable when EPS growth exceeds the growth of the Irish Consumer Price Index by
5% compounded over a period of at least three years subsequent to the granting of the options.

(b) Granted under the 2000 share option scheme, these options are only exercisable if, over a period of at least five years subsequent to the granting of the options,
the growth in EPS exceeds the growth of the Irish Consumer Price Index by 10% compounded and places the Company in the top 25% of EPS performance
of a peer group of international building materials and other manufacturing companies. If below the 75th percentile, these options are not exercisable.

(c) Granted under the 2010 share option scheme. Vesting will only occur once an initial performance target has been reached and, thereafter, will be dependent
on performance. The option will lapse if EPS growth over the three year target period is less than 12.5% compounded over the period. 20% of the option will
be exercisable if compound EPS growth is equal to 12.5%, while 100% will be exercisable if compound EPS growth is equal to 27.5%. Subject to any reduction
which the Remuneration Committee deems appropriate, options will vest between 20% and 40% on a straight-line basis if compound growth is between
12.5% and 17.5%; and vest between 40% and 100% on a straight-line basis if compound growth is between 17.5% and 27.5%.

(d) Granted under the 2000 savings-related share option scheme.
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Directors’ Report

The Directors submit their report and financial
statements for the year ended 31 December 2011.

Accounts and Business Review

Sales revenue for 2011 of €18.1 billion was 5%
higher than 2010 (€17.2 billion). Operating profit for
the Group increased by 25% to €871 million after
restructuring and impairment charges totaling €81
million (2010: €202 million). In CRH’s European
segments operating profit increased by €123
million to €520 million, an increase of 31%, due
mainly to better trading in more normal weather
patterns. In the Americas, operating profit
increased by €50 million (17 %) to €351 million.
Overall operating profit margin for the Group
increased to 4.8% (2010: 4.1%). Profit on disposal
of non-current assets at €55 million was in line with
2010 (€55 million) and included €27 million in
respect of the disposal of a number of businesses
by the Group.

Profit before tax amounted to €711 million, an
increase of €177 million (+33%) on 2010. After
providing for tax, Group profit for the financial year
amounted to €597 million (2010: €439 million).
Basic earnings per share amounted to 82.6¢
compared with 61.3c in the previous year, an
increase of 35%.

Comprehensive reviews of the financial and
operating performance of the Group during 2011
are set out in the Chief Executive’'s Review on
pages 11 to 14, the Finance Review on pages 17
to 19 - which includes Key Financial Performance
Indicators on page 19 - and the separate
Operations Reviews for each of the business
segments on pages 26 to 37. The treasury policy
and objectives of the Group are set out in detail in
note 21 to the financial statements.

Events since the end of the financial year

In January 2012, the Group issued €500 million in
7-year Eurobonds at a coupon rate of 5%, the
Group’s lowest ever coupon for a maturity greater
than 5 years. No other important events have
occurred since the end of the financial year which
would have a material effect on the Group’s results
for the year ended 31 December 2011 or on its
financial position at that date, or which would have
a significant impact on the Group’s operations or
outlook for 2012.

Dividend

An interim dividend of 18.5¢ (2010: 18.5¢) per
share was paid in October 2011. The Board is
recommending a final dividend of 44¢ per share, in
line with the final dividend for 2010. This gives a
total dividend of 62.5¢ for the year, maintaining last
year’s level. It is proposed to pay the final dividend
on 14 May 2012 to shareholders registered at the
close of business on 9 March 2012. A scrip
dividend alternative will be offered to shareholders.

Development Activity

Total acquisition spend for 2011 amounted to €610
million (2010: €567 million) on a total of 45 bolt-on
transactions which will contribute annualised sales
of approximately €500 million, of which €157
million has been reflected in our 2011 results.

56 CRH

Expenditure of €163 milion in the first half included
22 acquisition and investment initiatives across all
six operating segments strengthening our existing
market positions and adding valuable and
well-located aggregates reserves. The second half
of the year saw a step-up in the pace of
development activity with expenditure of €447
million on 23 acquisitions including the VWM Group
in Belgium, an important strategic add-on for our
existing Benelux-based Cementbouw business. We
also saw a return to development activity in our
Americas Distribution business which added a total
of 24 branches in 4 transactions in the second half
of 2011.

Total proceeds from completed disposals in 2011
amounted to €492 million. The previously
announced divestments of Europe Products’
Insulation and Climate Control businesses, together
with the disposal of our 35% associate investment
in the Trialis distribution business in France, were
completed in the first half of the year, while the
second half saw the sale of our seawater magnesia
operation in Ireland. The sales impact of these
disposals, and of the disposal in November 2010 of
our Ivy Steel business in the United States, was a
negative €469 million in 2011.

The Group's strategy and its business model are
summarised on pages 13 and 14.

Outlook 2012

In Europe, the European Central Bank’s Long Term
Refinancing Operations which commenced in late
December have eased the pressures on funding in
the Eurozone banking sector. However, the banking
sector remains highly leveraged and continuing
reductions in bank balance sheets are leading to
lower corporate and personal lending. These
factors are contributing to the current uncertainty in
relation to the growth outlook for Europe in 2012,

In the Americas, the flow of economic data in the
US has been incrementally positive since the third
quarter of 2011, with ongoing favourable job
creation numbers and an improving growth outlook
after a soft patch in the economy in mid-2011.
These indicators suggest that the US should avoid
a double-dip recession with some commentators
now projecting more robust GDP growth in 2012
than that achieved overall in 2011.

It is still too early to assess the effect of recent
financial market volatility on European construction
prospects for 2012 although first half demand
seems likely to suffer some impact. Nevertheless,
for the year as a whole we currently expect resilient
demand in Poland and Germany and only modest
declines from a strong 2011 in Finland and
Switzerland (these four countries accounted for
roughly a quarter of 2011 Group sales), while our
recently-commissioned cement plant in Ukraine will
yield major operational improvements. Activity in our
other European markets is likely to be more
subdued than in 2011, While the outlook for the
Benelux and France (together aimost 20% of 2011
Group sales) has weakened, our significant Repair,
Maintenance and Improvement (RMI) exposures in
these countries should once again support
performance in 2012.

In the Americas, indications of a likely pick-up in
new housing activity in the US have strengthened
over recent months while there is increasing
evidence that non-residential markets are beginning
to bottom out. With the current extension to the
Federal Highway Funding programme expiring at
end-March, political debate on a renewed
programme, or on further extensions to the existing
programme, has intensified. Our expectation is that
an extension at a funding level close to that
provided for 2011 will eventually be agreed for
2012.

Assuming no major economic or energy market
dislocations, we expect to generate further
like-for-like revenue growth in 2012 with the
achievement of targeted price increases a key
priority. This combined with benefits from
acquisitions completed in 2011 leads us to expect
further progress in the year ahead.

Corporate and Social Responsibility

As set out in the Corporate Social Responsibility
(CSR) section on pages 6 and 7, the Group is fully
committed to operating ethically and responsibly in
all aspects of its business relating to empioyees,
customers, neighbours and other stakeholders.
Details of CRH’s policies and performance relating
to the Environment and Climate Change, Health &
Safety and Social & Community matters are set out
in the separately published annual CSR Reports
which are available on the Group’s website at www.
crh.com.

Principal Risks and Uncertainties

Under Irish Company law (Regulation 5(4)(c){i} of the
Transparency (Directive 2004/109/EC) Regulations
2007), the Group is required to give a description of
the principal risks and uncertainties which it faces.
The principal risks and uncertainties, which reflect
the international scope of the Group’s operations
and the Group’s decentralised organisational
structure, are as follows:

Economic, strategic and operational

¢ CRH operates in cyclical industries which are
influenced by global and national economic
circumstances and the level of construction
activity. Severe weather can reduce construction
activity and lead to a decrease in demand for the
Group’s products in areas affected by adverse
weather conditions. The Group's financial
performance may also be negatively impacted by
declines in governmental funding programmes
{largely for infrastructure), unfavourable swings in
fuel and other commodity/raw material prices and
by lowered sovereign creditworthiness and
related austerity measures. The adequacy and
timeliness of management response to
unfavourable events is critical.

¢ As an international business, CRH operates in
many countries with differing, and in some cases
potentially fast-changing, economic, social and
political conditions. Changes in these conditions
or in the governmental and regulatory
requirements in any of the countries in which
CRH operates, and in particular in developing
markets, may adversely affect CRH's business



thus leading to possible impairment of financial
performance and/or restrictions on future growth
opportunities amongst other matters.

CRH faces strong volume and price competition
across its activities. Given the commodity nature
of many of its products, market share, and thus
financial performance, will decline if CRH fails to
compete successfully.

Existing products may be replaced by substitute
products which CRH does not produce or
distribute leading to losses in market share and
constraints on financial performance.

Growth through acquisition is a key element of
CRH’s strategy. CRH may not be able to continue
to grow as contemplated in its business plan if it
is unable to identify attractive targets, execute full
and proper due diligence, raise funds on
acceptable terms, complete such acquisition
transactions, integrate the operations of the
acquired businesses and realise anticipated levels
of profitability and cash flows.

CRH does not have a controlling interest in
certain of the businesses (i.e. associates and joint
ventures) in which it has invested and may invest;
these arrangements may require greater
management of more complex business partner
relationships. In addition, CRH is subject to
various restrictions as a result of non-controlling
interests in certain of its subsidiaries.

Given the decentralised structure of CRH, existing
processes to recruit, develop and retain talented
individuals and promote their mobility may be
inadequate thus giving rise to difficulties in
succession planning and potentially impeding the
continued realisation of the Group's core strategy
of performance and growth.

Financial and reporting

¢ CRH uses financial instruments throughout its

businesses giving rise to interest rate, foreign
currency, credit/counterparty and liquidity risks. A
downgrade of CRH's credit ratings may give rise
to increases in funding costs in respect of future
debt and may impair the Group's ability to raise
funds on acceptable terms. In addition, against
the backdrop of the heightened uncertainties, in
particular in the Eurozone, insolvency of the
financial institutions with which CRH conducts
business (or a downgrade in their credit ratings)
may lead to losses in CRH's liquid investments,
derivative assets and cash and cash equivalents
balances or render it more difficult either to utilise
the Group's existing debt capacity or otherwise
obtain financing for the Group’s operations.

CRH operates a number of defined benefit
pension schemes in certain of its operating
jurisdictions. The assets and liabilities of these
schemes may exhibit significant period-on-period
volatility attributable primarily to asset valuations,
changes in bond yields and longevity. In addition
to future service contributions, significant cash
contributions may be required to remediate past
service deficits.

In its worldwide insurance programme, the Group
carries appropriate levels of insurance for typical
business risks (including product liability) with

various leading insurance companies. However, in
the event of the failure of one or more of its
insurance counterparties, the Group could be
impacted by losses where recovery from such
counterparties is not possible.

e CRH's activities are conducted primarily in the
local currency of the country of operation resulting
in low levels of foreign currency transactional risk.
The principal foreign exchange risks to which the
consolidated financial statements are exposed
pertain to adverse movements in reported results
when translated into euro (which is the Group's
functional and reporting currency) together with
declines in the euro value of the Group’s net
investments which are denominated in a wide
basket of currencies other than the euro.

¢ Significant under-performance in any of CRH's
major cash-generating units may give rise to a
material write-down of goodwill which would
have a substantial impact on the Group’s income
and equity.

Compliance and regulatory

¢ CRH is subject to stringent and evolving laws,
regulations, standards and best practices in the
area of Corporate Social Responsibility
{comprising corporate governance, environmental
management and climate change (specifically
capping of emissions), health and safety
management and social performance) which may
give rise to increased ongoing remediation and/or
other compliance costs and may adversely affect
the Group’s reported results and financial
condition.

s CRH is subject to many laws and regulations
(both local and international) throughout the many
jurisdictions in which it operates and is thus
exposed to changes in those laws and
regulations and to the outcome of any
investigations conducted by governmental,
international and other regulatory authorities,
which may result in the imposition of fines and/or
sanctions for non-compliance.

As demonstrated by CRH's proven record of
superior performance and strong Total Shareholder
Return, the Group management team has
substantial and long experience in dealing with the
impact of these risks. The mechanisms through
which the principal risks and uncertainties are
managed are addressed in the “Risk Management
and Internal Control” section of the Corporate
Governance Report.

Report on Directors’ Remuneration

Resolution 3 to be proposed at the Annual General
Meeting deals with the Report on Directors’
Remuneration, as set out on pages 48 to 55, which
the Board has decided to present to shareholders
for the purposes of a non-binding advisory vote.
This is in line with international best practice and the
Directors believe that the resolution will afford
shareholders an opportunity to have a “say on pay”.

Board of Directors

Ms. J.M.C. O'Connor retired from the Board on
4 May 2011. Mr. W.I. O’'Mahony retired from the
Board on 31 December 2011.

Mr. E.J. Bartschi was appointed to the Board on
26 October 2011. Ms. H.A. McSharry was
appointed to the Board on 22 February 2012.

Mr. K. McGowan will retire from the Board at the
conclusion of the Annual General Mesting to be held
on 9 May 2012.

Under the Company's Articles of Association,
co-opted Directors are required to submit
themselves to shareholders for election at the
Annual General Meeting following their appointment
and all the Directors are required to submit
themselves for re-election at intervals of not more
than three years. However, in accordance with the
provisions contained in the 2010 UK Corporate
Governance Code, the Board has decided that all
Directors eligible for re-election should retire at each
Annual General Meeting and offer themselves for
re-election.

Disapplication of Pre-emption Rights

A special resolution will be proposed at the Annual
General Meeting to renew the Directors’ authority to
disapply statutory pre-emption rights in relation to
allotments of shares for cash. In respect of
allotments other than for rights issues to ordinary
shareholders and employees’ share schemes, the
authority is limited to Ordinary/Income Shares
{including Treasury Shares) having a nominal value
of €12,374,000, representing 5% approximately of
the issued Ordinary/Income share capital at

27 February 2012. This authority will expire on the
earlier of the date of the Annual General Meeting in
2013 or 8 August 2013.

Transactions in Own Shares

On 3 January 2008, the Company announced the
introduction of a share repurchase programme of
up to 5% of the 547,227,194 Ordinary/Income
Shares, with a nominal value of €0.32/€0.02
respectively, then in issue and the intention to hold
the repurchased shares as Treasury Shares. Under
the programme, the termination of which was
announced in November 2008, 18,204,355
Ordinary/Income Shares were purchased,
equivalent to 3.3% of the Ordinary Shares in issue
at 31 December 2007, at an average price of
€22.30 per share. During 2011, 287,950 (2010:
2,981,725) Treasury Shares were re-issued under
the Group’s Share Schemes. In addition, 150,330
Ordinary Shares were transferred to the Trustees of
the CRH plc Employee Benefit Trust at €16.35 per
Ordinary Share for the purpose of satisfying the
release of an award, made under the CRH 2006
Performance Share Plan, which vested in 2011. As
at 27 February 2012, 8,889,535 shares were held
as Treasury Shares, equivalent to 1.24% of the
Ordinary Shares in issue (excluding Treasury
Shares).

Special resolutions will be proposed at the 2012
Annual General Meeting to renew the authority of
the Company, or any of its subsidiaries, to
purchase up to 10% of the Company’s Ordinary/
Income Shares in issue at the date of the Annual
General Meeting and in relation to the maximum
and minimum prices at which Treasury Shares
(effectively shares purchased and not cancelled)
may be re-issued off-market by the Company. The
minimum price which may be paid for shares

CRH 57



Directors’ Report continued

purchased by the Company shali not be less than
the nominal value of the shares and the maximum
price will be 105% of the average market price of
such shares over the preceding five days. If
granted, the authorities will expire on the earlier of
the date of the Annual General Meeting in 2013 or
8 August 2013.

Special resolutions will also be proposed at the
2012 Annual General Meeting, which, if approved,
will allow for purchases of the Company’s shares to
be made on the London Stock Exchange and
enable the minimum and maximum prices referred
o above to be calculated by reference to trading in
Sterling (GB) pence on the London Stock Exchange.
Under the existing provisions in the Articles of
Association this can only be done by reference to
trading in euro on the Irish Stock Exchange.

As at 27 February 2012, options to subscribe for a
total of 24,766,479 Ordinary/Income Shares are
outstanding, representing 3.44% of the issued
Ordinary/Income share capital (excluding Treasury
Shares). If the authority to purchase Ordinary/
Income Shares was used in full, the options would
represent 3.83% of the remaining shares in issue.

The Directors do not have any current intention of
exercising the power to purchase the Company's
own shares and will only do so if they consider it to
be in the best interests of the Company and its
shareholders.

Amendments to Articles of Association and
Annual General Meeting

On 27 March 2012, a circular will be issued to
shareholders which will outline proposed minor
changes to the Company’s Articles of Association,
including the changes referred to in the
Transactions in Own Shares section above. The
circular will also contain the Notice of the 2012
Annual General Meeting.

Auditors

The Auditors, Ernst & Young, Chartered
Accountants, are willing to continue in office and a
resolution authorising the Directors to fix their
remuneration will be submitted to the Annual
General Meeting.

Corporate Governance

For the purpose of Statutory Instrument 450/2009
European Communities (Directive 2006/46)
Regulations 2009, as amended by Statutory
Instrument 83/2010 European Communities
(Directive 2006/46/EC) (Amendment) Regulations
2010, the Corporate Governance report is deemed
1o be incorporated in this part of the Directors’
Report.

Details of the Company’s employee share schemes
and capital structure can be found in notes 8 and 29
to the financial statements on pages 76 and 77 and
102 and 103 respectively.

Regulation 21 of Sl 255/2006 EC (Takeover
Directive) Regulations 2006

For the purpose of Regulation 21 of Statutory
Instrument 255/2006 EC (Takeover Directive)
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Regulations 20086, the Company’s Memorandum
and Articles of Association, which set out the rules
that apply in relation to the appointment and
replacement of Directors and the amendment of the
Articles of Association and which are available on
the CRH website, are deemed to be incorporated in
this part of the Directors’ Report.

The Group has certain banking facilities and bond
issues outstanding which may require repayment in
the event that a change in control occurs with
respect to the Company. In addition, the Company’s
share option schemes and Performance Share Plan
contain change of control provisions which can
allow for the acceleration of the exercisability of
share options and the vesting of share awards in the
event that a change of control occurs with respect
to the Company.

S1277/2007 Transparency (Directive 2004/109/
EC) Regulations 2007

For the purpose of Statutory Instrument 277/2007
Transparency (Directive 2004/109/EC) Regulations
2007, the report on Corporate Social Responsibility
as published on the CRH website is deemed to be
incorporated in this part of the Directors’ Report,
together with the following sections of this annual
report: the Chairman’s Statement on pages 8 and 9,
the Chief Executive’s review on pages 11 to 14, the
Finance Review on pages 17 to 19, the Operations
Reviews on pages 26 to 37, the details of earnings
per Ordinary Share in note 13 to the consolidated
financial statements, details of derivative financial
instruments in note 24, the details of the re-issue of
Treasury Shares in note 29 and details of employees
in note 7.

Statement of Directors’ Responsibilities

The Directors, whose names are listed on page 38,

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

Company law in the Republic of Ireland requires the
Directors to prepare financial statements for each
financial year which give a true and fair view of the
state of affairs of the Parent Company and of the
Group and of the profit or loss of the Group for that
period (consolidated financial statements).

In preparing the consolidated financial statements,
the Directors are required to:

— select suitable accounting policies and then apply
them consistently;

- make judgements and estimates that are
reasonable and prudent;

— comply with applicable International Financial
Reporting Standards as adopted by the European
Union, subject to any material departures
disclosed and explained in the financial
statements; and

- prepare the financial staternents on the going
concern basis unless it is inappropriate to
presume that the Group will continue in business.

The Directors are also required by the Transparency
(Directive 2004/109/EC) Regulations 2007 and the
Transparency Rules of the Irish Financial Services

Regulatory Authority to include a management
report containing a fair review of the business and a
description of the principal risks and uncertainties
facing the Group.

The Directors confirm that they have complied
with the above requirements in preparing

the 2011 Annual Report and consolidated financial
statements.

The considerations set out above for the Group are
also required to be addressed by the Directors in
preparing the financial statements of the Parent
Company (which are set out on pages 108 to 111),
in respect of which the applicable accounting
standards are those which are generally accepted in
the Republic of Ireland.

The Directors have elected to prepare the Parent
Company’s Financial Statements in accordance with
generally accepted accounting practice in Ireland
{Irish GAAP) comprising the financial reporting
standards issued by the Accounting Standards
Board and published by the Institute of Chartered
Accountants in Ireland, together with the Companies
Acts, 1963 to 2009.

The Directors are responsible for keeping proper
books of account which disclose with reasonable
accuracy at any time the financial position of the
Parent Company and which enable them to ensure
that the consolidated financial statements are
prepared in accordance with applicable International
Financial Reporting Standards as adopted by the
European Union and comply with the provisions of
the Companies Acts, 1963 to 2009 and Article 4 of
the IAS Regulation.

The Directors have appointed appropriate
accounting personnel, including a professionally
qualified Finance Director, in order to ensure that
those requirements are met. The books and
accounting records of the Company are maintained
at the principal executive offices located at Belgard
Castle, Clondalkin, Dublin 22.

The Directors are also responsible for safeguarding
the assets of the Group and hence for taking
reasonable steps for the prevention and detection of
fraud and other irregularities.

Subsidiary, Joint Venture and Associated
Undertakings

The Group has over 950 subsidiary, joint venture
and associated undertakings. The principal ones
as at 31 December 2011 are listed on pages 118
to 125.

On behalf of the Board,
K. McGowan, M. Lee,
Directors

27 February 2012



Independent Auditors’ Report

to the members of CRH public limited company

We have audited the Consolidated and Parent Company (“Company”) Financial
Statements (the “financial statements”) of CRH plc for the year ended 31
December 2011 which comprise the Consolidated Income Statement, the
Consolidated Statement of Comprehensive Income, the Consolidated and
Company Balance Sheets, the Consolidated Statement of Changes in Equity,
the Consolidated Statement of Cash Flows, the Accounting Policies, the related
notes 1 to 33 (Group) and the related notes 1 to 12 (Company). These financial
statements have been prepared under the accounting policies set out therein.

This Report is made solely to the Company’s members, as a body, in accordance
with section 193 of the Companies Act, 1990. Our audit work has been
undertaken so that we might state to the Company’s members those matters
we are required to state to them in an auditors’ report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the Company and the Company’s members as a body, for
our audit work, for this Report, or for the opinions we have formed.

Respective responsibilities of Directors and Auditors

The Directors are responsible for the preparation of the Consolidated Financial
Statements in accordance with applicable Irish law and International Financial
Reporting Standards (“IFRSs”) as adopted by the European Union, and for the
preparation of the Company Financial Statements in accordance with
applicable Irish law and Accounting Standards issued by the Accounting
Standards Board and promulgated by the Institute of Chartered Accountants in
Ireland (“Generally Accepted Accounting Practice in Ireland”) as set out in the
Statement of Directors’ Responsibilities.

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

We report to you our opinion as to whether the financial statements give a true
and fair view and have been properly prepared in accordance with the
Companies Acts, 1963 to 2009 and whether, in addition, the Consolidated
Financial Statements have been properly prepared in accordance with Article 4
of the IAS Regulation. We also report to you our opinion as to: whether proper
books of account have been kept by the Company; whether, at the balance
sheet date, there exists a financial situation which may require the convening of
an extraordinary general meeting of the Company; and whether the information
given in the Directors’ Report is consistent with the financial statements. In
addition, we state whether we have obtained all the information and
explanations necessary for the purposes of our audit and whether the Company
Balance Sheet is in agreement with the books of account.

We also report to you if, in our opinion, any information specified by law or the
Listing Rules of the Irish Stock Exchange regarding Directors’ remuneration
and other transactions is not disclosed and, where practicable, include such
information in our Report.

We are required by law to report to you our opinion as to whether the description
in the Corporate Governance Statement set out in the Directors’ Report of the
main features of the internal control and risk management systems in relation
to the process for preparing the Consolidated Financial Statements is
consistent with the Consolidated Financial Statements. In addition, we review
whether the Corporate Governance Statement reflects the Company's
compliance with the nine provisions of the UK Corporate Governance Code
and the two provisons of the Irish Corporate Governance Annex specified for
our review by the Listing Rules of the Irish Stock Exchange, and we report if it
does not. We are not required to consider whether the Board's statements on
internal control cover all risks and controls, nor to form an opinion on the
effectiveness of the Group’s corporate governance procedures or its risk and
control procedures.

We read other information contained in the Annual Report and consider
whether it is consistent with the audited financial statements. The other
information comprises only the Directors’ Report, the Chairman’s Statement,
the Chief Executive’s Review, the Operations Reviews, the Finance Review and
the Corporate Governance Statement. We consider the implications for our
Report if we become aware of any apparent misstatements or material
inconsistencies with the financial statements. Our responsibilities do not extend
to any other information.

Basis of Audit Opinion

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

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the Consolidated Financial Statements give a true and fair view, in
accordance with IFRSs as adopted by the European Union, of the state of affairs
of the Group as at 31 December 2011 and of its profit for the year then ended
and have been properly prepared in accordance with the Companies Acts, 1963
to 2009 and Article 4 of the IAS Regulation.

In our opinion the Company Financial Statements give a true and fair view, in
accordance with Generally Accepted Accounting Practice in Ireland, of the state
of affairs of the Company as at 31 December 2011 and have been properly
prepared in accordance with the Companies Acts, 1963 to 2009.

We have obtained all the information and explanations we consider necessary for
the purposes of our audit. In our opinion proper books of account have been
kept by the Company. The Company Balance Sheet is in agreement with the
books of account.

In our opinion the information given in the Directors’ Report is consistent with the
financial statements and the description in the Corporate Governance Statement
of the main features of the internal control and risk management systems in
relation to the process for preparing the Consolidated Financial Statements is
consistent with the Consolidated Financial Statements.

In our opinion, the Company Balance Sheet does not disclose a financial situation
which under section 40(1) of the Companies (Amendment) Act, 1983 would
require the convening of an extraordinary general meeting of the Company.

Breffni Maguire

for and on behalf of Ernst & Young
Dublin

27 February 2012
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Consolidated Income Statement

for the financial year ended 31 December 2011

Notes

1
3

1,4,6

1,5

11

13

Notes

28
24
11

2011 2010
€m €m
Revenue 18,081 17,173
Cost of sales {13,179) (12,363)
Gross profit 4,902 4,810
Operating costs (4,031) 4,112)
Group operating profit 871 698
Profit on disposals 55 55
Profit before finance costs 926 753
9 Finance costs (262) (255)
9 Finance income 33 37
g Other financial expense (28) (29)
Group share of associates' profit after tax 42 28
Profit before tax 71 534
Income tax expense (114) (95)
Group profit for the financial year 597 439
Profit attributable to:
Equity holders of the Company 590 432
Non-controlling interests 7 7
Group profit for the financial year 597 439
Basic earnings per Ordinary Share 82.6¢ 61.3c
Diluted earnings per Ordinary Share 82.6¢ 61.2c
All of the results relate to continuing operations.
Consolidated Statement of Comprehensive Income
for the financial year ended 31 December 2011
2011 2010
€m €m
Group profit for the financial year 597 439
Other comprehensive income
Currency translation effects 107 519
Actuarial loss on Group defined benefit pension obligations (278) (33)
(Losses)/gains relating to cash flow hedges (7 10
Tax on items recognised directly within other comprehensive income 58 4
Net {expense)/income recognised directly within other comprehensive income (120) 500
Total comprehensive income for the financial year 477 939
Attributable to:
Equity holders of the Company 470 927
Non-controlling interests 7 12
Total comprehensive income for the financial year 477 939
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K. McGowan, M. Lee, Directors
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Consolidated Balance Sheet
as at 31 December 2011

2011 2010
€m €m
Notes
ASSETS
Non-current assets
14 Property, plant and equipment 8,936 8,892
15 Intangible assets 4,488 4,305
16 Investments accounted for using the equity method 948 1,037
16 Other financial assets 239 149
24 Derivative financial instruments 181 194
27 Deferred income tax assets 290 385
Total non-current assets 15,082 14,962
Current assets
17 Inventories 2,286 2,187
18 Trade and other receivables 2,663 2,419
Current income tax recoverable 8 112
24 Derivative financial instruments 24 14
22 Liquid investments 29 37
22 Cash and cash equivalents 1,295 1,730
Total current assets 6,305 6,499
Total assets 21,387 21,461
EQUITY
Capital and reserves attributable to the Company's equity holders
29 Equity share capital 247 244
29 Preference share capital 1 1
29 Share premium account 4,047 3,915
29 Treasury Shares and own shares (183) (199)
Other reserves 168 147
Foreign currency translation reserve (119) (226)
Retained income 6,348 6,446
10,509 10,328
Non-controlling interests 74 83
Total equity 10,583 10,411
LIABILITIES
Non-current liabilities
23 Interest-bearing loans and borrowings 4,463 4,695
24 Derivative financial instruments 20 33
27 Deferred income tax liabilities 1,492 1,693
19 Trade and other payables 204 163
28 Retirement benefit obligations 664 474
26 Provisions for liabilities 252 253
Total non-current liabilities 7,095 7,311
Current liabilities
19 Trade and other payables 2,858 2,686
Current income tax liabilities 201 199
23 Interest-bearing loans and borrowings 519 666
24 Derivative financial instruments 10 54
26 Provisions for liabilities 121 134
Total current liabilities 3,709 3,739
Total liabilities 10,804 11,050
Total equity and liabilities 21,387 21,461

K. McGowan, M. Lee, Directors
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Consolidated Statement of Changes in Equity

for the financial year ended 31 December 2011

Notes

62

29

12
31

29

1

12
31

CRH

Attributable to the equity holders of the Company

Treasury Foreign
Issued Share Shares/ currency Non-
share premium own Other translation Retained controlling Total
capital account shares reserves reserve income interests equity
€m €m €m €m €m €m €m €m

At 1 January 2011 245 3,915 (199) 147 (226) 6,446 83 10,411
Group profit for the financial year - - - - - 590 7 597
Other comprehensive income - - - - 107 (227) - {120)
Total comprehensive income - - - - 107 363 7 477
Issue of share capital (net of expenses) 3 132 - - - - - 135
Share-based payment expense
- share option schemes - - - 9 - - - 9
- Performance Share Plan (PSP) - - - 12 - - - 12
Treasury/own shares reissued - - 16 - - (16) - -
Share option exercises - - - - - 6 - 6
Dividends (including shares issued in lieu of dividends) - - - - - (445) 9) (454)
Non-controlling interests arising on acquisition of subsidiaries - - - - - - (2) (2)
Acquisition of non-controlling interests - - - - - (6) (5) (11)
At 31 December 2011 248 4,047 (183) 168 (119) 6,348 74 10,583
for the financial year ended 31 December 2010
At 1 January 2010 242 3,778 (279) 128 (740) 6,508 73 9,710
Group profit for the financial year - - - - 432 7 439
Other comprehensive income - - - 514 (19) 5 500
Total comprehensive income - - - 514 413 12 939
Issue of share capital (net of expenses) 3 137 - - - 140
Share-based payment expense
- share option schemes - - 9 - - 9
- Performance Share Plan (PSP) - 10 - 10
Tax relating to share-based payment expense - - - - 2) 2)
Treasury/own shares reissued - 80 - - (80)
Share option exercises - - - - - 45 45
Dividends (including shares issued in lieu of dividends) - - - (438) ©6) (444)
Non-controlling interests arising on acquisition of subsidiaries - - - - - 6 6
Acquisition of non-controlling interests - - - - - 2 2)
At 31 December 2010 245 3,915 (199) 147 (226) 6,446 83 10,411

K. McGowan, M. Lee, Directors



Consolidated Statement of Cash Flows

for the financial year ended 31 December 2011

2011 2010
€m €m
Notes Cash flows from operating activities
Profit before tax 71 534
9 Finance costs (net) 257 247
10 Group share of associates' profit after tax (42) (28)
5 Profit on disposals (55) (55)
Group operating profit 871 698
3 Depreciation charge (including impairments) 742 786
3 Amortisation of intangible assets (including impairments) 43 131
8 Share-based payment expense 21 19
Other movements (109) (35)
20 Net movement on working capital and provisions (211) 142
Cash generated from operations 1,357 1,741
Interest paid (including finance leases) (239) (283)
25 Decrease in liquid investments 4 33
Corporation tax paid {96) (100)
Net cash inflow from operating activities 1,026 1,391
Cash flows from investing activities
5 Proceeds from disposals (net of cash disposed) 442 188
Interest received 32 35
Dividends received from associates 20 51
14 Purchase of property, plant and equipment (576) (466)
31 Acquisition of subsidiaries and joint ventures (net of cash acquired) (507) (436)
16 Other investments and advances (24) 67)
20 Deferred and contingent acquisition consideration paid (21) 27)
20 Decrease in finance-related receivables - 115
Net cash outflow from investing activities {634) (607)
Cash flows from financing activities
Proceeds from exercise of share options 6 45
Acquisition of non-controlling interests (11) 2)
Increase in interest-bearing loans, borrowings and finance leases 101 566
Net cash flow arising from derivative financial instruments (63) 82
Repayment of interest-bearing loans, borrowings and finance leases (552) (885)
12 Dividends paid to equity holders of the Company (310) (298)
12 Dividends paid to non-controlling interests (9) (6)
Net cash outflow from financing activities (838) (498)
(Decrease)/increase in cash and cash equivalents (446) 286
Reconciliation of opening to closing cash and cash equivalents
25 Cash and cash equivalents at 1 January 1,730 1,372
Translation adjustment 11 72
{Decrease)/increase in cash and cash equivalents (446) 286
25 Cash and cash equivalents at 31 December 1,295 1,730
Reconciliation of opening to closing net debt
25 Net debt at 1 January (3,473) (3,723)
Decrease in liquid investments 4) (33)
31 Debt in acquired companies (47) 37)
5 Debt in disposed companies 50 -
Increase in interest-bearing loans, borrowings and finance leases (101) (566)
Net cash flow arising from derivative financial instruments 63 (82)
Repayment of interest-bearing loans, borrowings and finance leases 552 885
(Decrease)/increase in cash and cash equivalents (446) 286
Mark-to-market adjustment (18) 18
Translation adjustment (59) (221)
25 Net debt at 31 December (3,483) (3,473)

K. McGowan, M. Lee, Directors
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Accounting Policies
(including key accounting estimates and assumptions)

Statement of Compliance

The Consolidated Financial Statements of CRH plc have been prepared in
accordance with International Financial Reporting Standards (IFRS) as adopted
by the European Union, which comprise standards and interpretations approved
by the International Accounting Standards Board (IASB). IFRS as adopted by
the European Union differ in certain respects from IFRS as issued by the IASB.
However, the Consolidated Financial Statements for the financial years
presented would be no different had IFRS as issued by the IASB been applied.
References to IFRS hereafter should be construed as references to IFRS as
adopted by the European Union.

CRH pic, the Parent Company, is a publicly traded limited company incorporated
and domiciled in the Republic of Ireland.

Basis of Preparation

The Consolidated Financial Statements, which are presented in euro millions,
have been prepared under the historical cost convention as modified by the
measurement at fair value of share-based payments, retirement benefit
obligations and certain financial assets and liabilities including derivative financial
instruments.

The accounting policies set out below have been applied consistently by all the
Group's subsidiaries, joint ventures and associates to all periods presented in
these Consolidated Financial Statements.

Certain prior year disclosures have been amended to conform to current year
presentation.

Adoption of IFRS and International Financial Reporting Interpretations
Committee (IFRIC) interpretations

IFRS and IFRIC interpretations adopted during the financial year

The Group has adopted the following new and revised IFRS and IFRIC
interpretations in respect of the 2011 year-end:

— |AS 24 Related Party Disclosures (amendment) effective 1 January 2011

— |AS 32 Financial Instruments: Presentation - Classification of Rights Issue
(amendment) effective 1 February 2010

— IFRIC 14 Prepayments of a Minimum Funding Requirement (amendment)
effective 1 January 2011

— IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments effective 1
July 2010

- Improvements to IFRS (May 2010) - amendments applying in respect of the
2011 financial year-end

The application of the above standards and interpretations did not result in
material changes in the Group's Consolidated Financial Statements.

IFRS and IFRIC interpretations effective in respect of the CRH 2012 financial
year-end

The Group has not applied the following standards and interpretations that have
been issued but are not yet effective:

- IFRS 7 Financial Instruments: Disclosures (amendment) effective 1 July 2011

- 1AS 12 Income Taxes (amendment) - Deferred Taxes: Recovery of Underlying
Assets effective 1 January 2012

The standards addressed above will be applied for the purposes of the Group
Consolidated Financial Statements with effect from the dates listed and their
application is not anticipated to have a material impact.

IFRS and IFRIC interpretations effective subsequent to the CRH 2012 financial
year-end:

- IAS 1 Presentation of Items of Other Comprehensive Income - amendments
to IAS 1 effective 1 July 2012

The amendment to IAS 1 changes the grouping of items presented in Other
Comprehensive iIncome. This change in presentation is not anticipated to have
a significant effect on the Group’s Consolidated Financial Statements and will be
adopted from 1 July 2012.
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— IFRS 10 Consolidated Financial Statements, |IAS 27 Separate Financial
Statements effective 1 January 2013

IFRS 10 builds on existing principles by identifying the concept of control as the
determining factor in whether an entity should be included within the
Consolidated Financial Statements of the Group. The Group has yet to assess
fully IFRS 10’s impact on its operations and will adopt it from 1 January 2013.

— IFRS 11 Joint Arrangements, 1AS 28 Investments in Associates and Joint
Ventures effective 1 January 2013

IFRS 11 replaces IAS 31 Interests in Joint Ventures. The Group currently uses
proportionate consolidation to account for its share of its joint ventures’ income
and expenses, assets and liabilities. Under the revised standard the option to
account for joint ventures {as defined under IFRS 11} using proportionate
consolidation has been removed and these arrangements will be accounted for
using equity accounting. The Group is in the process of assessing the impact of
this standard; however we do not envisage that it will have any effect on the
Group profit. The Group will adopt IFRS 11 from 1 January 2013.

- IFRS 12 Disclosure of Interests in Other Entities effective 1 January 2013

IFRS 12 includes the disclosure requirements for all forms of interests in other
entities, including joint arrangements, associates, special purpose vehicles and
other off balance sheet vehicles. The Group will adopt IFRS 12 from 1 January
2013.

- IFRS 13 Fair Value Measurement effective 1 January 2013

IFRS 13 provides guidance on how fair value accounting should be applied
where its use is already required or permitted by other standards within IFRSs.
The Group has yet to assess IFRS 13’s full impact and will adopt the Standard
from 1 January 2013.

- IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine effective
1 January 2013

IFRIC 20 provides guidance on the accounting treatment of stripping costs
incurred during the production phase of a surface mine used to extract mineral
resources. The Group has yet to assess the full impact of this interpretation and
will adopt IFRIC 20 from 1 January 2013.

— 1AS 19 Employee benefits (revised) effective 1 January 2013

IAS 19 was amended in June 2011, Under the revised standard interest cost
and expected return on plan assets will be replaced with a net amount that is
calculated by applying the discount rate to the net defined benefit liability (asset).
There are also additional disclosure requirements relating to the sensitivity of the
defined benefit obligation to changes in each significant actuarial assumption.
The Group has yet to assess the full impact of the amendment but as the Group
will no longer be permitted to take advanced credit for expected asset returns,
this will likely result in an increase in the 2013 net pension expense. The Group
will apply IAS 19 (revised) from 1 January 2013.

-IFRS 9 Financial Instruments - Classification and Measurement effective 1
January 2015

IFRS 9 addresses the classification and measurement of financial instruments
(Phase 1). The Board’s work on the other phases is ongoing and includes
impairment of financial instruments and hedge accounting. The adoption of the
initial phases of IFRS 9 will have an effect on the classification and measurement
of the Group’s financial assets and financial liabilities; which will be quantified in
conjunction with the other phases when issued.

There are no other IFRSs or IFRIC interpretations that are not yet effective that
would be expected to have a material impact on the Group.



Key Accounting Policies which involve Estimates, Assumptions and
Judgements

The preparation of the Consolidated Financial Statements in accordance with
IFRS requires management to make certain estimates, assumptions and
judgements that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses at the end of the reporting
period. Management believes that the estimates, assumptions and judgements
upon which it relies are reasonable based on the information available to it at the
time that those estimates, assumptions and judgements are made. In some
cases, the accounting treatment of a particular transaction is specifically
dictated by IFRS and does not require management’s judgement in its
application.

Management consider that their use of estimates, assumptions and judgements
in the application of the Group’s accounting policies are inter-related and
therefore discuss them together below. The critical accounting policies which
involve significant estimates or assumptions or judgements, the actual outcome
of which could have a material impact on the Group’s results and financial
position outlined below are as follows:

Provisions for liabilities — Note 26

A provision is recognised when the Group has a present obligation (either legal
or constructive) as a result of a past event, it is probable that a transfer of
economic benefits will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation. Where the Group anticipates that
a provision will be reimbursed, the reimbursement is recognised as a separate
asset only when it is virtually certain that the reimbursement will arise. The
expense relating to any provision is presented in the Consolidated Income
Statement net of any reimbursement. Provisions are measured at the present
value of the expenditures expected to be required to settle the obligation. The
increase in the provision due to passage of time is recognised as interest
expense. Provisions arising on business combination activity are recognised
only to the extent that they would have qualified for recognition in the financial
statements of the acquiree prior to acquisition. Provisions are not recognised for
future operating losses.

Rationalisation and redundancy provisions

Provisions for rationalisation and redundancy are established when a detailed
restructuring plan has been drawn up, resolved upon by the responsible
decision-making level of management and communicated to the employees
who are affected by the plan. These provisions are recognised at the present
value of future disbursements and cover only expenses that arise directly from
restructuring measures, are necessary for restructuring and exclude costs
related to future business operations. Restructuring measures may include the
sale or termination of business units, site closures, and relocation of business
activities, changes in management structure or a fundamental reorganisation of
departments or business units.

Environmental and remediation provisions

The measurement of environmental and remediation provisions is based on an
evaluation of currently available facts with respect to each individual site and
considers factors such as existing technology, currently enacted laws and
regulations and prior experience in remediation of sites. Inherent uncertainties
exist in such evaluations primarily due to unknown conditions, changing
governmental regulations and legal standards regarding liability, the protracted
length of the clean-up periods and evolving technologies. The environmental
and remediation liabilities provided for in the Consolidated Financial Statements
reflect the information available to management at the time of determination of
the liability and are adjusted periodically as remediation efforts progress or as
additional technical or legal information becomes available. Due to the inherent
uncertainties described above, many of which are not under management’s
control, the accounting for such items could result in different amounts if
management used different assumptions or if different conditions occur in future
accounting periods.

Legal contingencies
The status of each significant claim and legal proceeding in which the Group is
involved is reviewed by management on a periodic basis and the Group's

potential financial exposure is assessed. If the potential loss from any claim or
legal proceeding is considered probable, and the amount can be estimated, a
liability is recognised for the estimated loss. Because of the uncertainties
inherent in such matters, the related provisions are based on the best information
available at the time; the issues taken into account by management and factored
into the assessment of legal contingencies include, as applicable, the status of
settlement negotiations, interpretations of contractual obligations, prior
experience with similar contingencies/claims, the availability of insurance to
protect against the downside exposure and advice obtained from legal counsel
and other third parties. As additional information becomes available on pending
claims, the potential liability is reassessed and revisions are made to the
amounts accrued where appropriate. Such revisions in the estimates of the
potential liabilities could have a material impact on the results of operations and
financial position of the Group.

Retirement benefit obligations — Note 28

Costs arising in respect of the Group’s defined contribution pension schemes
are charged to the Consolidated income Statement in the period in which they
are incurred. The Group has no legal or constructive obligation to pay further
contributions in the event that the fund does not hold sufficient assets to meet
its benefit commitments.

The liabilities and costs associated with the Group’s defined benefit pension
schemes (both funded and unfunded) are assessed on the basis of the projected
unit credit method by professionally qualified actuaries and are arrived at using
actuarial assumptions based on market expectations at the balance sheet date.
The discount rates employed in determining the present value of the schemes’
liabilities are determined by reference to market yields at the balance sheet date
on high-guality corporate bonds of a currency and term consistent with the
currency and term of the associated post-employment benefit obligations.

When the benefits of a defined benefit scheme are improved, the portion of the
increased benefit relating to past service by employees is recognised as an
expense in the Consolidated Income Statement on a straight-line basis over the
average period until the benefits become vested. To the extent that the enhanced
benefits vest immediately, the related expense is recognised immediately in the
Consolidated Income Statement.

The net surplus or deficit arising on the Group’s defined benefit pension
schemes, together with the liabilities associated with the unfunded schemes,
are shown either within non-current assets or non-current liabilities in the
Consolidated Balance Sheet. The deferred tax impact of pension scheme
surpluses and deficits is disclosed separately within deferred tax assets or
liabilities as appropriate. Actuarial gains and losses are recognised immediately
in the Consolidated Statement of Comprehensive Income.

The defined benefit pension asset or liability in the Consolidated Balance Sheet
comprises the total for each plan of the present value of the defined benefit
obligation less the fair value of plan assets out of which the obligations are to be
settled directly. Plan assets are assets that are held by a long-term employee
benefit fund or qualifying insurance policies. Fair value is based on market price
information and in the case of published securities it is the published bid price.
The value of any defined benefit asset is limited to the present value of any
economic benefits available in the form of refunds from the plan and reductions
in the future contributions to the plan.

The Group's obligation in respect of post-employment healthcare and life
assurance benefits represents the amount of future benefit that employees have
earned in return for service in the current and prior periods. The obligation is
computed on the basis of the projected unit credit method and is discounted to
present value using a discount rate equating to the market vield at the balance
sheet date on high-quality corporate bonds of a currency and term consistent
with the currency and estimated term of the post-employment obligations.

Assumptions

The assumptions underlying the actuarial valuations from which the amounts
recognised in the Consolidated Financial Statements are determined (including
discount rates, expected return on plan assets, rate of increase in future
compensation levels, mortality rates and healthcare cost trend rates) are
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updated annually based on current economic conditions and for any relevant
changes to the terms and conditions of the pension and post-retirement plans.
These assumptions can be affected by (j) for the discount rate, changes in the
rates of return on high-quality corporate bonds; (i) for the expected return on
plan assets, changes in the pension plans’ strategic asset allocations to various
investment types or to long-term return trend rates in the capital markets in
which the pension fund assets are invested; (i} for future compensation levels,
future labour market conditions and (iv) for healthcare cost trend rates, the rate
of medical cost inflation in the relevant regions. The weighted average actuarial
assumptions used and sensitivity analysis in relation to the discount rates
employed in the determination of pension and other post-retirement liabilities
are contained in Note 28 to the Consolidated Financial Statements.

While management believes that the assumptions used are appropriate,
differences in actual experience or changes in assumptions may affect the
obligations and expenses recognised in future accounting periods.

Taxation — current and deferred — Notes 11 and 27

Current tax represents the expected tax payable (or recoverable) on the taxable
profit for the year using tax rates enacted for the period. Any interest or penalties
arising are included within current tax. Where items are accounted for outside of
profit or loss, the related income tax is recognised either in other comprehensive
income or directly in equity as appropriate.

Deferred tax is recognised using the liability method on temporary differences
arising at the balance sheet date between the tax bases of assets and liabilities
and their carrying amounts in the Consolidated Financial Statements. However,
deferred tax liabilities are not recognised if they arise from the initial recognition
of goodwill; in addition deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor
taxable profit or loss. No provision has been made for temporary differences
applicable to investments in subsidiaries and interests in joint ventures as the
Group is in a position to control the timing of reversal of the temporary differences
andit is probable that the temporary differences will not reverse in the foreseeable
future. Due to the absence of control in the context of associates (significant
influence only), deferred tax liabilities are recognised where appropriate in
respect of CRH’s investments in these entities on the basis that the exercise of
significant influence would not necessarily prevent earnings being remitted by
other shareholders in the undertaking.

Deferred tax is determined using tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet date and are expected to apply
when the related deferred income tax asset is realised or the deferred income
tax liability is settled. Deferred tax assets and liabilities are not subject to
discounting.

Deferred tax assets are recognised in respect of all deductible temporary
differences, carry-forward of unused tax credits and unused tax losses to the
extent that it is probable that taxable profits will be available against which the
temporary differences can be utilised. The carrying amounts of deferred tax
assets are subject to review at each balance sheet date and are reduced to the
extent that future taxable profits are considered to be inadequate to allow all or
part of any deferred tax asset to be utilised.

The Group’s income tax charge is based on reported profit and expected
statutory tax rates, which reflect various allowances and reliefs and tax planning
opportunities available to the Group in the multiple tax jurisdictions in which it
operates. The determination of the Group’s provision for income tax requires
certain judgements and estimates in relation to matters where the ultimate tax
outcome may not be certain. The recognition or non-recognition of deferred tax
assets as appropriate also requires judgement as it involves an assessment of
the future recoverability of those assets. In addition, the Group is subject to tax
audits which can involve complex issues that could require extended periods
for resolution. Although management believes that the estimates included in
the Consolidated Financial Statements and its tax return positions are
reasonable, no assurance can be given that the final outcome of these matters
will not be different than that which is reflected in the Group’s historical income
tax provisions and accruals. Any such differences could have a material impact
on the income tax provision and profit for the period in which such a
determination is made.
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Property, plant and equipment - Note 14

The Group’s accounting policy for property, plant and equipment is considered
critical because the carrying value of €8,936 million at 31 December 2011
represents a significant portion (42%) of total assets at that date. Property, plant
and equipment are stated at cost less any accumulated depreciation and any
accumulated impairments except for certain items that had been revalued to fair
value prior to the date of transition to IFRS (1 January 2004).

Repair and maintenance expenditure is included in an asset’s carrying amount
or recognised as a separate asset, as appropriate, only when it is probable that
future economic benefits associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repair and maintenance
expenditure is charged to the Consolidated income Statement during the
financial period in which it is incurred.

Borrowing costs incurred in the construction of major assets which take a
substantial period of time to complete are capitalised in the financial period in
which they are incurred.

In the application of the Group’s accounting policy, judgement is exercised by
management in the determination of residual values and useful lives. Depreciation
and depletion is calculated to write off the book value of each item of property,
plant and equipment over its useful economic life on a straight-line basis at the
following rates:

Land and buildings: The book value of mineral-bearing land, less an estimate of
its residual value, is depleted over the period of the mineral extraction in the
proportion which production for the year bears to the latest estimates of mineral
reserves. Land other than mineral-bearing land is not depreciated. In general,
buildings are depreciated at 2.5% per annum (‘p.a.”).

Plant and machinery: These are depreciated at rates ranging from 3.3% p.a. to
20% p.a. depending on the type of asset.

Transport: On average, transport equipment is depreciated at 20% p.a.

Depreciation methods, useful lives and residual values are reviewed at each
financial year-end. Changes in the expected useful life or the expected pattern
of consumption of future economic benefits embodied in the asset are
accounted for by changing the depreciation period or method as appropriate on
a prospective basis.

Impairment of long-lived assets and goodwill - Notes 14 and 15

Impairment of property, plant and equipment and gooawill

The carrying values of items of property, plant and equipment are reviewed for
indicators of impairment at each reporting date and are subject to impairment
testing when events or changes in circumstances indicate that the carrying
values may not be recoverable. Goodwill is subject to impairment testing on an
annual basis and at any time during the year if an indicator of impairment is
considered to exist. In the year in which a business combination is effected and
where some or all of the goodwill allocated to a particular cash-generating unit
arose in respect of that combination, the cash-generating unit is tested for
impairment prior to the end of the relevant annual period.

Property, plant and eguipment assets are reviewed for potential impairment by
applying a series of external and internal indicators specific to the assets under
consideration; these indicators encompass macroeconomic issues including
the inherent cyclicality of the building materials sector, actual obsolescence or
physical damage, a deterioration in forecast performance in the internal reporting
cycle and restructuring and rationalisation programmes.

Where the carrying value exceeds the estimated recoverable amount (being the
greater of fair value less costs to sell and value-in-use), an impairment loss is
recognised by writing down the assets to their recoverable amount. In assessing
value-in-use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset for which the future
cash flow estimates have not been adjusted. The estimates of future cash flows
exclude cash inflows or outfiows attributabie to financing activities and income
tax. For an asset that does not generate largely independent cash inflows, the
recoverable amount is determined by reference to the cash-generating unit to
which the asset belongs. Impairment losses arising in respect of goodwill are
not reversed once recognised.



Goodwill relating to associates is included in the carrying amount of the
investment and is neither amortised nor individually tested for impairment.
Where indicators of impairment of an investment arise in accordance with the
requirements of IAS 39 Financial Instruments: Recognition and Measurement,
the carrying amount is tested for impairment by comparing its recoverable
amount with its carrying amount.

The impairment testing process requires management to make significant
judgements and estimates regarding the future cash flows expected to be
generated by the use of and, if applicable, the eventual disposal of, long-lived
assets and goodwill as well as other factors to determine the fair value of the
assets. Management periodically evaluates and updates the estimates based
on the conditions which influence these variables. A detailed discussion of the
impairment methodology applied and key assumptions used by the Group in
the context of long-lived assets and goodwill is provided in Notes 14 and 15
to the Consolidated Financial Statements.

The assumptions and conditions for determining impairments of long-lived
assets and goodwill reflect management’s best assumptions and estimates,
but these items involve inherent uncertainties described above, many of which
are not under management’s control. As a result, the accounting for such
items could result in different estimates or amounts if management used
different assumptions or if different conditions occur in future accounting
periods.

Other Significant Accounting Policies
Basis of consolidation

The Consolidated Financial Statements include the financial statements of the
Parent Company and all subsidiaries, joint ventures and associates, drawn up
to 31 December each year. The financial year-ends of the Group’s subsidiaries,
joint ventures and associates are co-terminous.

Subsidiaries

The financial statements of subsidiaries are included in the Consolidated
Financial Statements from the date on which control over the operating and
financial decisions is obtained and cease to be consolidated from the date on
which the Group loses control. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered in determining
the existence or otherwise of control. A change in the ownership interest of a
subsidiary, without a change of control, is accounted for as an equity
transaction.

Non-controlling interests represent the portion of the equity of a subsidiary not
attributable either directly or indirectly to the Parent Company and are
presented separately in the Consolidated income Statement and within equity
in the Consolidated Balance Sheet, distinguished from Parent Company
shareholders’ equity. Acquisitions of non-controlling interests are accounted
for as transactions with equity holders in their capacity as equity holders and
therefore no goodwill is recognised as a result of such transactions. On an
acquisition by acquisition basis, the Group recognises any non-controlling
interest in the acquiree either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

Joint ventures — Note 2

The Group’s share of results and net assets of joint ventures (jointly controlled
entities which are entities in which the Group holds an interest on a long-term
basis and which are jointly controlled by the Group and one or more other
venturers under a contractual arrangement) are accounted for on the basis of
proportionate consolidation from the date on which the contractual agreements
stipulating joint control are finalised and are derecognised when joint control
ceases. The Group combines its share of the joint ventures’ individual income
and expenses, assets and liabilities and cash flows on a line-by-line basis with
similar items in the Consolidated Financial Statements.

Loans to joint ventures (after proportionate elimination) are classified as loans
and receivables within financial assets and are recorded at amortised cost.

Associates — Note 10

Entities other than subsidiaries and joint ventures in which the Group has a
participating interest, and over whose operating and financial policies the
Group is in a position to exercise significant influence, are accounted for as
associates using the equity method and are included in the Consolidated

Financial Statements from the date on which significant influence is deemed to
arise until the date on which such influence ceases to exist. Under the equity
method, the Consolidated Income Statement reflects the Group’s share of
profit after tax of the related associates. Investments in associates are carried
in the Consolidated Balance Sheet at cost adjusted in respect of post-
acquisition changes in the Group’s share of net assets, less any impairment in
value. If necessary, impairment losses on the carrying amount of an investment
are reported within the Group’s share of associates’ profit after tax in the
Consolidated Income Statement. If the Group’s share of losses exceeds the
carrying amount of an associate, the carrying amount is reduced to nil and
recognition of further losses is discontinued except to the extent that the
Group has incurred obligations in respect of the associate.

Transactions eliminated on consolidation

Intra-group balances and transactions, income and expenses, and any
unrealised gains or losses arising from such transactions, are eliminated in
preparing the Consolidated Financial Statements. Unrealised gains arising
from transactions with joint ventures and associates are eliminated to the
extent of the Group’s interest in the entity. Unrealised losses are eliminated in
the same manner as unrealised gains, but only to the extent that there is no
evidence of impairment in the Group’s interest in the entity.

Revenue recognition

Revenue represents the value of goods and services supplied and is net of
trade discounts and value added tax/sales tax. Other than in the case of
construction contracts, revenue is recognised to the extent that revenue and
related costs incurred or to be incurred are subject to reliable measurement,
that it is probable that economic benefits will flow to the Group and that the
significant risks and rewards of ownership have passed to the buyer, usually
on delivery of the goods.

Construction contracts

The Group engages primarily in the performance of fixed price contracts, as
opposed to cost plus contracts, and recognises revenue in accordance with
the percentage-of-completion method, with the completion percentage being
computed generally by reference to the proportion that contract costs incurred
at the balance sheet date bear to the total estimated costs of the contract.

Contract costs are recognised as incurred. When the outcome of a construction
contract can be estimated reliably and it is probable that the contract will be
profitable, contract revenue is recognised over the period of the contract.
When the outcome of a construction contract cannot be estimated reliably,
contract revenue is recognised only to the extent of contract costs incurred
where it is probable that these costs will be recoverable. When it is probable
that total contract costs will exceed total contract revenue, the expected loss
is recognised immediately as an expense. Revenue and/or costs in respect of
variations or contract claims and incentive payments, to the extent that they
arise, are recognised when it is probable that the amount, which can be
measured reliably, will be recovered from/paid to the customer.

If circumstances arise that may change the original estimates of revenues,
costs or extent of progress towards completion, estimates are revised. These
revisions may result in increases or decreases in revenue or costs and are
reflected in income in the period in which the circumstances that give rise to
the revision became known by management.

Segment reporting — Note 1

Operating segments are reported in a manner consistent with the internal
organisational and management structure and the internal reporting information
provided to the Chief Operating Decision-Maker who is responsible for
allocating resources and assessing performance of the operating segments.

Share-based payments - Note 8

The Group operates both Share Option Schemes and a Performance Share
Plan. Its policy in relation to the granting of share options and the granting of
awards under the Performance Share Plan together with the nature of the
underlying market and non-market performance and other vesting conditions
are addressed in the Report on Directors’ Remuneration on pages 48 and 49.
The Group's employee share options and shares awarded under the
Performance Share Plan are equity-settled share-based payments as defined
in IFRS 2 Share-Based Payment.
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Share options

For share option awards, the Group measures the services received and the
corresponding increase in equity at fair value at the grant date using the trinomial
model (a lattice option-pricing model in accordance with IFRS 2). Fair value is
determined on the basis that the services to be rendered by employees as
consideration for the granting of share options will be received over the vesting
period, which is assessed as at the grant date. The share options granted by the
Company are at market value at date of grant and are not subject to market-
based vesting conditions within the meaning of IFRS 2.

The cost is recognised, together with a corresponding increase in equity, over
the period in which the performance and/or service conditions are fulfilled. The
cumulative expense recognised at each reporting date until the vesting date
reflects the extent to which the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will ultimately vest. The
Consolidated Income Statement expense/credit for a period represents the
movement in cumulative expense recognised at the beginning and end of that
period. The cumulative charge to the Consolidated Income Statement is
reversed only where the performance condition is not met or where an employee
in receipt of share options leaves service prior to completion of the expected
vesting period and those options forfeit in consequence.

No expense is recognised for awards that do not ultimately vest, except for
share-based payments where vesting is conditional upon a non-vesting
condition which is treated as vesting irrespective of whether or not it is satisfied,
provided that all other performance and/or service conditions are satisfied.

Where an award is cancelled, it is treated as if it is vested on the date of
cancellation, and any expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting conditions within the
control of either the Company or the employee are not met. All cancellations of
awards are treated equally.

The proceeds received net of any directly attributable transaction costs are
credited to share capital (nominal value) and share premium when the options
are exercised.

The dilutive effect of outstanding options is reflected as additional share dilution
in the determination of diluted earnings per share.

To the extent that the Group receives a tax deduction relating to the services
paid in shares, deferred tax in respect of share options is provided on the basis
of the difference between the market price of the underlying equity as at the date
of the financial statements and the exercise price of the option; where the
amount of any tax deduction (or estimated future tax deduction) exceeds the
amount of the related cumulative remuneration expense, the current or deferred
tax associated with the excess is recognised directly in equity.

The Group has no exposure in respect of cash-settled share-based payment
transactions and share-based payment transactions with cash alternatives

Awards under the Performance Share Plan

The fair value of shares awarded under the Performance Share Plan is
determined using a Monte Carlo simulation technique and is expensed in the
Consolidated Income Statement over the vesting period. The Performance
Share Plan contains inter alia a total shareholder return-based (and hence
market-based) vesting condition; accordingly, the fair value assigned to the
related equity instruments at the grant date is adjusted so as to reflect the
anticipated likelihood as at the grant date of achieving the market-based vesting
condition. Awards are treated as vesting irrespective of whether or not the
market condition is satisfied, provided that all other performance and/or service
conditions are satisfied.

Business combinations - Note 31

The Group applies the acquisition method in accounting for business
combinations. The cost of an acquisition is measured as the aggregate of the
consideration transferred (excluding amounts relating to the settlement of pre-
existing relationships), the amount of any non-controlling interest in the acquiree
and, in a business combination achieved in stages, the acquisition-date fair
value of the acquirer’s previously-held equity interest in the acquiree. Transaction
costs that the Group incurs in connection with a business combination are
expensed as incurred.
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To the extent that settlement of all or any part of a business combination is
deferred, the fair value of the deferred component is determined through
discounting the amounts payable to their present value at the date of exchange.
The discount component is unwound as an interest charge in the Consolidated
Income Statement over the life of the obligation. Where a business combination
agreement provides for an adjustment to the cost of the combination contingent
on future events, the amount of the adjustment is included in the cost at the
acquisition date at fair value. Subsequent changes to the fair value of the
contingent consideration will be recognised in profit or loss unless the contingent
consideration is classified as equity, in which case it is not remeasured and
settlement is accounted for within equity.

The assets and liabilities (and contingent liabilities, if relevant) arising on business
combination activity are measured at their acquisition-date fair values. In the
case of a business combination achieved in stages, the acquisition-date fair
value of the acquirer’s previously-held equity interest in the acquiree is
remeasured to fair value as at the acquisition date through profit or loss. When
the initial accounting for a business combination is determined provisionally, any
adjustments to the provisional values allocated to the identifiable assets and
liabilities (and contingent liabilities, if relevant) are made within the measurement
period, a period of no more than one year from the acquisition date.

Goodwill - Note 15

Goodwill arising on a business combination is initially measured at cost being
the excess of the cost of an acquisition over the net identifiable assets and
liabilities assumed at the date of acquisition and relates to the future economic
benefits arising from assets which are not capable of being individually identified
and separately recognised. Following initial recognition, goodwill is measured at
cost less any accumulated impairment losses. If the cost of the acquisition is
lower than the fair value of the net assets of the subsidiary acquired, the
identification and measurement of the related assets and liabilities and
contingent liabilities are revisited and the cost is reassessed with any remaining
balance recognised immediately in the Consolidated Income Statement.

Goodwill applicable to jointly controlled entities is accounted for on the basis of
proportionate consolidation and is therefore included in the goodwill caption in
the Consolidated Balance Sheet, net of any impairment. The carrying amount of
goodwilt in respect of associates is included in investments in associates (i.e.
within financial assets) under the equity method in the Consolidated Balance
Sheet.

Where a subsidiary is disposed of or terminated through closure, the carrying
value of any goodwill which arose on acquisition of that subsidiary is included in
the determination of the net profit or loss on disposal/termination.

Intangible assets (other than goodwill) arising on business combinations
- Note 15

An intangible asset is capitalised separately from goodwill as part of a business
combination at cost (fair value at date of acquisition) to the extent that it is
probable that the expected future economic benefits attributable to the asset
will flow to the Group and that its cost can be measured reliably.

Subsequent to initial recognition, intangible assets are carried at cost less any
accumulated amortisation and any accumulated impairment losses. The
carrying values of definite-lived intangible assets (the Group does not currently
have any indefinite-lived intangible assets other than goodwill) are reviewed for
indicators of impairment at each reporting date and are subject to impairment
testing when events or changes in circumstances indicate that the carrying
values may not be recoverable.

The amortisation of intangible assets is calculated to write off the book value of
definite-lived intangible assets over their useful fives on a straight-line basis on
the assumption of zero residual value. In general, definite-lived intangible assets
are amortised over periods ranging from one to ten years, depending on the
nature of the intangible asset.

Amortisation periods, useful lives, expected patterns of consumption and
residual values are reviewed at each financial year-end. Changes in the expected
useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the amortisation period or
method as appropriate on a prospective basis.



Other financial assets - Note 16

All investments are initially recognised at the fair value of the consideration
given plus any directly attributable transaction costs. Where equity investments
are actively traded in organised financial markets, fair value is determined by
reference to Stock Exchange quoted market bid prices at the close of business
on the balance sheet date. Ungquoted equity investments are recorded at
historical cost and are included within financial assets in the Consolidated
Balance Sheet given that it is impracticable to determine fair value in accordance
with IAS 39. Where non-derivative financial assets meet the definition of “loans
and receivables” under |AS 39 Financial Instruments: Recognition and
Measurement, such balances are, following initial recognition, recorded at
amortised cost using the effective interest method less any allowance for
impairment. Gains and losses are recognised in profit or loss when the loans
and receivables are derecognised or impaired as well as through the
amortisation process.

Leases - Notes 4 and 30

Leases where the lessor retains substantially all the risks and rewards of
ownership are classified as operating leases. Operating lease rentals are
charged to the Consolidated Income Statement on a straight-line basis over
the lease term.

Inventories and construction contracts - Note 17

Inventories are stated at the lower of cost and net realisable value. Cost is
based on the first-in, first-out principle (and weighted average, where
appropriate) and includes all expenditure incurred in acquiring the inventories
and bringing them to their present location and condition. Raw materials are
valued on the basis of purchase cost on a first-in, first-out basis. In the case of
finished goods and work-in-progress, cost includes direct materials, direct
labour and attributable overheads based on normal operating capacity and
excludes borrowing costs.

Net realisable value is the estimated proceeds of sale less all further costs to
completion, and less all costs to be incurred in marketing, seling and
distribution. Estimates of net realisable value are based on the most reliable
evidence available at the time the estimates are made, taking into consideration
fluctuations of price or cost directly relating to events occurring after the end of
the period, the likelihood of short-term changes in buyer preferences, product
obsolescence or perishability (all of which are generally low given the nature of
the Group's products) and the purpose for which the inventory is held. Materials
and other supplies held for use in the production of inventories are not written
down below cost if the finished goods, in which they will be incorporated, are
expected to be sold at or above cost.

Amounts recoverable on construction contracts, which are included in
receivables, are stated at the net invoiced value of the work done less amounts
received as progress payments on account. Cumulative costs incurred, net of
amounts transferred to cost of sales, after deducting foreseeable losses,
provisions for contingencies and payments on account not matched with
revenue, are included as construction contract balances in inventories. Cost
includes all expenditure directly related to specific projects and an allocation of
fixed and variable overheads incurred in the Group’s contract activities based
on normal operating capacity.

Trade and other receivables — Note 18

Trade receivables are carried at original invoice amount less an allowance for
potentially uncollectible debts. Provision is made when there is objective
evidence that the Group will not be in a position to collect the associated debts.
Bad debts are written-off in the Consolidated Income Statement on
identification.

Cash and cash equivalents - Note 22

Where investments are categorised as cash equivalents, the related balances
have a maturity of three months or less from the date of acquisition and are
subject to insignificant risk of changes in value. Bank overdrafts are included
within current interest-bearing loans and borrowings in the Consolidated
Balance Sheet. Where the overdrafts are repayable on demand and form an
integral part of cash management, they are netted against cash and cash
equivalents for the purposes of the Consolidated Statement of Cash Flows.

Liquid investments - Note 22

Liguid investments comprise short-term deposits and current asset investments
of less than one year in duration. As the maturity of these investments is greater
than three months, these investments are treated as financial assets and are
categorised as either “held-for-trading” or “loans and receivables”. Where
relevant, the fair value of liquid investments is determined by reference to the
traded value of actively traded instruments.

Derivative financial instruments and hedging practices — Note 24

In order to manage interest rate, foreign currency and commodity risks and to
realise the desired currency profile of borrowings, the Group employs derivative
financial instruments (principally interest rate swaps, currency swaps and
forward foreign exchange contracts).

At the inception of a derivative transaction, the Group documents the relationship
between the hedged item and the hedging instrument together with its risk
management objective and the strategy underlying the proposed transaction.
The Group also documents its assessment, both at the inception of the hedging
relationship and subsequently on an ongoing basis, of the effectiveness of the
hedging instrument in offsetting movements in the fair values or cash flows of
the hedged items.

Derivative financial instruments are stated at fair value. Where derivatives do not
fulfil the criteria for hedge accounting, changes in fair values are reported in the
Consolidated Income Statement. The fair value of interest rate and currency
swaps is the estimated amount the Group would pay or receive to terminate the
swap at the balance sheet date taking into account interest and currency rates
at that date and the creditworthiness of the swap counterparties. The fair value
of forward exchange contracts is calculated by reference to forward exchange
rates for contracts with similar maturity profiles and equates to the quoted
market price at the balance sheet date (being the present value of the quoted
forward price).

Fair value and cash flow hedges

The Group uses fair value hedges and cash flow hedges in its treasury activities.
For the purposes of hedge accounting, hedges are classified either as fair value
hedges (which entail hedging the exposure to movements in the fair value of a
recognised asset or liability or an unrecognised firm commitment that could
affect profit or loss) or cash flow hedges (which hedge exposure to fluctuations
in future cash flows derived from a particular risk associated with a recognised
asset or liability, or a highly probable forecast transaction that could affect profit
or loss).

Where the 