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CHAIRMAN'S LETTER

Fellow Shareholders,

This has been a far better year for Furmanite than the financial results in this report would indicate!
In 2012, we completed a pivotal year of change and action to prepare for significant and responsible
future growth. All key foundational elements of the transformation we began in 2010 are now in
place, positioning Furmanite as never before to effectively leverage our global footprint, premier
brands, extraordinary technical capabilities and rich history of excellence.

Our company has accomplished much to be proud of in our first 93 years, but we firmly
believe we are just beginning to address the significant unfulfilled potential before us! We are
in many ways a “New Furmanite,” with a motivated Global Team working together within a
vibrant, customer-focused culture to pursue the many exciting growth opportunities available
to us.

While we implemented a great deal of essential change and made substantive strategic progress
over the past three years, we have also shown steady revenue growth each year since we began
our transformation process. We have also been profitable each year, achieving solid earnings
growth in 2010 and 2011. Earnings in 2012, however, were significantly tempered by further
deterioration in the European economy and several important strategic accomplishments during
the year.

The continuing economic crisis in Europe required us to incur substantial direct restructuring
expense and associated operating costs to resize our operations in that region, which in turn
caused an unusually large negative tax effect on 2012 earnings. The primary strategic actions
that impacted financial results were the implementation of our new Global Organization,
relocating our corporate offices to Houston, launching a new Inspection service line and
integrating a number of strategic acquisitions. We are pleased that all of this strategic action
and restructuring is now behind us!

This has truly been a milestone year for Furmanite, the year in which we largely completed our
preparation to confidently move ahead as a “New Furmanite.” We have moved intentionally and
decisively to position our company for the future, ready to accelerate our momentum toward the
vision of world leadership in each of our service lines by the end of 2014. We believe we are entering
2013 with our team fully enabled and empowered to drive our growth toward that vision.

Our strong fourth quarter revenue and operating income results represent a very positive indication
that we have indeed done the right things; that we have a great Global Team; that we are on the
right course; and that we have good reason to anticipate remarkable future outcomes for our
customers, employees and shareholders!

Charles R. Cox
Chairman of the Board and

Chief Executive Officer

March 28,2013
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ANEW FURMANITE

In 2012, Furmanite completed “The Orange Way” implementation, its global organizational concept
focused on working together as One Global Team, with One Orange Code of Values, One Mission,
One Vision, One Company-Wide Culture and One Set of Financial Goals to become One Single,
Unified Organization Driving Global Growth.

To this end, Furmanite completed a reorganization of its Global Operations, a matrix linking
Furmanite’s worldwide service delivery centers, service lines and support operations to facilitate
growth. This modernized organization is a significant departure from the past structure, which was
based on independent operation of each geographical unit without linking support operations
or service line capabilities. The reorganization is designed to empower and operationalize organic
growth two ways ~ geographically and through Furmanite’s service lines.

Furmanite also completed its corporate relocation to Houston, Texas, the global center for the
industries we serve, creating the Houston Support Center. Furmanite is now favorably located near
our customers and to a large concentration of the industrial facilities serviced. The move also allowed
Furmanite to bring its senior management team together, instituting a true Global Organization,

improving efficiencies, communications and innovation synergies.

And while the company has experienced a cultural and organizational awakening, it remains one of
the world’s largest specialty industrial services companies, delivering a wide portfolio of inspection,
mechanical and engineering services which help monitor, maintain, renew and construct the global
energy, industrial and municipal infrastructures. With a footprint spanning six continents and more
than 70 locations, and a dedicated corps of technicians, Furmanite is relied upon by Fortune Global
500 corporations for non-discretionary projects that are complex and technically challenging.

ENERGIZING GROWTH

An exciting growth opportunity was realized with the establishment of a new Non-Destructive
Testing (NDT) and Inspection service line. Furmanite experienced strong demand for inspection
and NDT services throughout 2012, and with three strategic acquisitions, Furmanite has a team
of more than 200 highly skilled technicians, project managers and other inspection professionals
providing many NDT and inspection services in North America; including automated ultrasonic
testing; phased array; exchanger/condenser tube inspection; industrial radiography utilizing
conventional computed (CRT) and digital {(DRT) radiographic testing methods; visual inspectors
certified by APl and AWS; inspection program oversight; quality assurance; and project &
construction management. These services are being provided to operators and contractors in the
refining, chemical, power generation, mid-stream oil & gas, and manufacturing markets.




INNOVATIVE SERVICES AND TECHNOLOGY

Furmanite is the only true global provider of a full-range of engineering solutions — from routine
to the most challenging — across multiple service lines, customized to meet the local needs of each
customer. Serving a broad range of industry sectors - refining, offshore, sub-sea, pipeline, power
generation, chemical, petrochemical, pulp and paper, water utilities, automotive, mining, marine,
and steel manufacturing — Furmanite is the technology leader, holding more than 120 trademarks
and patents.

New Inspection Service Line ,

> NDT & Inspection — Providing the full range of NDT services from the routine daily activities
to advanced inspection techniques to support maintenance, turnarounds, outages and
construction projects.

Specialty Mechanical Service Lines

> Hot tapping/line intervention - Furmanite IPSCO™ equipment services can be performed
for line tie-ins, access points and insertion of probes or meters without the need to shut down
plant operations.

> Line isolation and localized weld testing — Enhancing the safety of welders and other local craft,
Furmanite’s single tool can isolate back pressure in open piping systems while flanges are welded
in place and then the tool can be directly utilized to provide a hydrostatic test on the new weld
to verify integrity.

> Heat treating — State-of-the-art, Furmanite-trademarked Supervisory Control & Data Acquisition
(SCADA) technology incorporates enhanced temperature control capabilities from ambient
to 2400 degrees Fahrenheit, reducing manpower needs, providing reliable encrypted record
keeping, increasing accuracy and safety during the entire thermal process.

> Technical bolting — Complete bolt torquing and tensioning services backed by qualified
procedures and a leak-free start up guarantee utilizing Furmanite’s pressurized system integrity
management system (PSIM) technology.

> On-site machining - When time and precision are critical, Furmanite brings the machine shop
to our clients. With our OEM line of SILK™ field machining equipment, Furmanite can provide,
with workshop-like tolerances, virtually any type of in-situ machining operations to virtually any
size in conjunction with our Self-Leveling Machine laser-guided technologies.

> Leak sealing — As the developer of the first on-line leak sealing services, Furmanite engineers
and manufactures compounds for repairing steam, hydrocarbons, gas, air, chemicals and
liquids for leaks from temperatures ranging from 1600 degrees Fahrenheit to cryogenic, and for
subsea applications.

> Composite repair — Code accepted pipe tank and vessel repairs with no interruption to plant
operations utilizing Furmanite’s in-house engineering in conjunction with certified fiberglass,
epoxy and carbon fiber composite materials.

> Valve repair — As the world’s largest single-owned valve repair company, Furmanite’s ValveOne™
program provides web-based, real-time monitoring of values in service or storage. Furmanite also
manufactures, assembles and distributes valves for some of the leading valve companies.

> Trevitest — A patented Furmanite diagnostic recorder allows testing of valves under normal
operating conditions, measuring pressure, lift, displacement and sound via acoustic detection.
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Other Services

v OEM equipment sales » Pipe freeze plugging services

» Customizeéd engineered solutions v Specialty polymer/concrete repair
Corrosion-management services v Patented method of tank roof repair

> OEM Wilson Snyder™ Coker switch valves  » Conductor chocking services (Smart Shim)

Looking long term, Furmanite’s Global Team is motivated and encouraged by its progress. Tough
decisions and hard work are paying off. All key foundational elements of the transformation began
in 2010 are now in place, positioning Furmanite as never before to effectively leverage its global
footprint, premier brands, extraordinary technical capabilities and rich history of excellence.
Furmanite remains steadfastly committed to reaching its full potential and delivering on its vision

to safely and ethically establish Furmanite as the world leader in all its service lines by 2014

Furimanite was chosen as the trusted specialty contractor.on
atechnically complex offshore line intervention projectin the
Bay of Campeche, Mexico. Furmanite provided four, 36-inch
hot taps and line stops on a platform where more than half
of the crude oil produced in Mexica passed through it. The
project was a success and service was uninterrupted.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (this “Report”) contains forward-looking statements within the meaning of sections 27A of
the Securities Act of 1933, as amended, and 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
All statements other than statements of historical facts included in this Report, including, but not limited to, statements
regarding the Company’s future financial position, business strategy, budgets, projected costs, savings and plans, and
objectives of management for future operations, are forward-looking statements. Forward-looking statements generally can be
identified by the use of forward-looking terminology such as “may,” “might,” “will,” “expect,” “intend,” “estimate,”
“anticipate,” “believe” or “continue” or the negative thereof or variations thereon or similar terminology. The Company bases
its forward-looking statements on reasonable beliefs and assumptions, current expectations, estimates and projections about
itself and its industry. The Company cautions that these statements are not guarantees of future performance and involve
certain risks and uncertainties that cannot be predicted. In addition, the Company based many of these forward-looking
statements on assumptions about future events that may prove to be inaccurate and actual results may differ materially from
those expressed or implied by the forward-looking statements. One is cautioned not to place undue reliance on such statements,
which speak only as of the date of this Report. Unless otherwise required by law, the Company undertakes no obligation to
publicly update or revise any forward-looking statements, whether as a result of new information, future events or
circumstances, or otherwise.



PART 1
Item 1. Business

Company Overview

Furmanite Corporation (the “Parent Company™) together with its subsidiaries (collectively, the “Company” or “Furmanite”)
provides specialized technical services, including on-line services (formerly referred to as “under pressure services”) such as
leak sealing, hot tapping, line stopping, line isolation, composite repair, valve testing and certain non-destructive testing and
inspection. In addition, the Company provides off-line services (formerly referred to as “turnaround services™) including on-
site machining, heat treatment, bolting, valve repair and other non-destructive testing and inspection services; and other
services including smart shim services, concrete repair, engineering services, and valve and other products and manufacturing.
These services and products are provided primarily to electric power generating plants, petroleum industry, which includes
refineries and off-shore drilling rigs (including subsea), chemical plants and other process industries in the Americas (which
includes operations in North America, South America and Latin America), EMEA (which includes operations in Europe, the
Middle East and Africa) and Asia-Pacific through a wholly owned subsidiary of the Parent Company, Furmanite Worldwide,
Inc. (“FWI”), and its domestic and international subsidiaries and affiliates.

The Company was incorporated in Delaware on January 23, 1953. The Company’s principal operating office is located at
10370 Richmond Avenue, Suite 600, Houston, Texas 77042 and its telephone number is (713) 634-7777.

The Company files annual, quarterly, and other reports and information with the Securities and Exchange Commission
(“SEC”) under the Exchange Act. These reports and other information that the Company files with the SEC may be obtained
on the SEC website at www.sec.gov.

The Company also makes available free of charge on or through the Internet website, www.furmanite.com (select the
“Financial Information” link under the “Investors” menu option), Annual Reports on Form 10-K, Quarterly Reports on Form
10-Q, Current Reports on Form 8-K and other information statements and, if applicable, amendments to those reports filed or
furnished pursuant to Section 13(a) or 15 (d) of the Exchange Act as soon as reasonably practicable after the reports are
electronically filed with, or furnished to, the SEC. Also available on the Company’s website free of charge are copies of the
Company’s Audit Committee Charter, Compensation Committee Charter, Nominating and Governance Committee Charter,
Code of Ethics, Corporate Governance Guidelines, and Anti-Bribery and Corruption Policy (select the “Governance” link
under the “Investors” menu option). The Code of Ethics applies to all of the Company’s officers, employees and directors,
including the principal executive officer and principal financial and accounting officer. A copy of this Annual Report on Form
10-K will be provided free of charge upon written request to Investor Relations at the Company’s address. Information
contained on or connected to our website is not incorporated by reference into this Annual Report on Form 10-K and should
not be considered part of this report or any other filing with the SEC.

The Company’s common stock, no par value, trades on the New York Stock Exchange (“NYSE”) under the ticker symbol
“FRM”.

Business Segment Data and Geographical Information

See Note 14 under Item 8 “Financial Statements and Supplementary Data,” of this Annual Report on Form 10-K.

Operations

Furmanite’s business is specialized technical services that are provided to an international base of customers. Furmanite
operations were founded in Virginia Beach, Virginia in the 1920s as a manufacturer of leak sealing kits. In the 1960s,
Furmanite expanded within the United Kingdom (“U.K.”), primarily through its leak sealing products and then into providing
services. During the 1970s and 1980s, the Company grew through geographic expansion and the addition of new techniques,
processes and services to become one of the largest industrial services companies performing leak sealing and on-site
machining in the world. Furmanite was acquired by the Parent Company (Kaneb Services, Inc. at that time) in 1991 to
diversify its operations and pursue international growth opportunities. In 2006, the Company, through an asset acquisition,
expanded its valve repair and hot-tapping services along with expanding its location footprint in the United States, UK.,
Belgium, and the Netherlands, and heat treating services were introduced in 2006. In 2007, Furmanite expanded its operating
presence into Bahrain and mainland China and in 2008, expanded into Canada and West Africa to take advantage of existing
customer relationships in the area and launch the full range of service lines to existing customers and other markets. In 2010,
Furmanite continued to expand its operating presence in Europe to include offices in both Denmark and Sweden. In 2011,
Furmanite expanded its onsite machining service capabilities with an asset acquisition to provide for large scale onsite
machining. In 2012, Furmanite strengthened its valve repair capabilities with an asset acquisition to support its valve and



actuator repair, maintenance and testing services. In addition, Furmanite entered the non-destructive testing and inspection
market, introducing certain services based on customer demand, primarily within the Americas.

Products and Services

Furmanite provides on-line repairs of leaks (“leak sealing™) in valves, pipes and other components of piping systems and
related equipment typically used in flow-process industries (see “Customers and Markets” below). Other on-line services
provided include hot tapping, line stopping, line isolation, composite repair, valve testing utilizing its Trevitest system, and
visual inspection. In addition, the Company provides off-line services including on-site machining, bolting, valve repair, heat
treating, ultrasonic, radiography, phased array, tube testing and repair on such systems and equipment. These services tend to
complement leak sealing and other on-line services since these off-line services are usually performed while a plant or piping
system is not operating. In addition, Furmanite provides concrete repair, engineering services, valve and other products and
manufacturing. In performing these services, technicians generally work at the customer’s location, frequently responding on
an emergency basis. Over its history, Furmanite has established a reputation for delivering quality service and helping its
customers avoid or delay costly plant or equipment shutdowns. For each of the years ended December 31, 2012, 2011 and
2010, on-line services represented approximately 39%, 39%, and 37%, respectively, of total revenues, while off-line services
accounted for approximately 45%, 44%, and 46%, respectively, of total revenue and other industrial services represented
approximately 16%, 17%, and 17%, respectively, of total revenues.

Furmanite’s on-line, leak sealing services are performed on a variety of flow-process industry machinery, often in difficult
situations. Many of the techniques and materials are proprietary and some are patented. Furmanite believes these techniques
and materials provide Furmanite with a competitive advantage over other organizations that provide similar services. The
Company holds over 120 trademarks and patents for its techniques, products, materials and equipment and continues to
develop new and update existing patents, as it considers these efforts to be essential to its operations. The patents, which are
registered in jurisdictions around the world, expire at various dates through December 2023. The skilled technicians work with
equipment in a manner designed to enhance safety and efficiency in temperature environments ranging from cryogenic to 2,400
degrees Fahrenheit and pressure environments ranging from vacuum to 5,000 pounds per square inch. In many circumstances,
employees are called upon to custom-design tools, equipment or other materials to achieve the necessary repairs. These efforts
are supported by an internal quality control group as well as an engineering group and manufacturing group that work with the
on-site technicians in crafting these materials, tools and equipment.

Customers and Markets

Furmanite’s customer base includes petroleum refineries, chemical plants, mining operations, offshore energy production
platforms, subsea piping systems, steel mills, nuclear and conventional power stations, pulp and paper mills, food and beverage
processing plants and other flow-process facilities in more than 50 countries. Most of the revenues are derived from fossil and
nuclear fuel power generation companies, petroleum refiners and chemical producers. Other significant markets include
offshore oil producers, mining operations and steel manufacturers. As the worldwide industrial infrastructure continues to age,
additional repair and maintenance expenditures are expected to be required for the specialized services provided by Furmanite.
Other factors that may influence the markets served by Furmanite include regulations governing construction of industrial
plants and safety and environmental compliance requirements and the worldwide economic climate. No single customer
accounted for more than 10% of the Company’s consolidated revenues during any of the past three fiscal years.

Furmanite believes that it is the most recognized brand in its industry. With an over 85-year history, Furmanite’s customer
relationships are long-term and worldwide. All customers are served from the worldwide headquarters in Houston, Texas and
the Company has a substantial presence in EMEA and Asia-Pacific. Furmanite currently operates over 25 offices in the United
States (“U.S.”) including Saraland, Alabama; Benicia, California; Fairfield, California; Torrance, California; Lombard, Illinois;
Hobart, Indiana; Geismar, Louisiana; Gonzales, Louisiana; Sulphur, Louisiana; Paulsboro, New Jersey; Charlotte, North
Carolina; Muskogee, Oklahoma; Tulsa, Oklahoma, Pittsburgh, Pennsylvania; Rock Hill, South Carolina; Houston, Texas; La
Porte, Texas; Salt Lake City, Utah and Kent, Washington. The worldwide operations are further supported by offices currently
located in countries on six continents in Aruba, Australia, Azerbaijan, Bahrain, Belgium, Canada, China, Denmark, France,
Germany, Malaysia, The Netherlands, New Zealand, Norway, Singapore, Sweden and the U.K. and by licensee and agency
arrangements which are based in Argentina, Brazil, Dominican Republic, Egypt, Hungary, Italy, Japan, Mexico, Peru, Puerto
Rico, Romania, South Africa, Thailand, Turkey and the United Arab Emirates. Revenues by major geographic region for 2012
were 56% for the Americas, 33% for EMEA and 11% for Asia-Pacific. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and Note 14 under Item 8 “Financial Statements and Supplementary Data,” of
this Annual Report on Form 10-K for additional information.

Furmanite’s leak scaling on-line and other specialty field services are marketed primarily through direct sales calls on
customers by salesmen and technicians based at the various operating locations, which are situated to facilitate timely customer
response, 24 hours a day and seven days a week. Customers are usually billed on a time and materials basis for services
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typically performed pursuant to either job quotation sheets or purchase orders issued under written customer agreements.
Furmanite has select master service customer agreements, which can provide coverage for multiple years, and selected services
with defined rates from which orders are then released with defined scopes of work. Other customer arrangements are generally
short-term in duration and specify the range of, and rates for, the services to be performed. Furmanite typically provides
various limited warranties, depending upon the services furnished, and has had no material warranty costs during any of the
years ended December 31, 2012, 2011 or 2010. Furmanite generally competes on the basis of service, product performance,
technical know-how, engineering solutions and price on a localized basis with smaller companies and the in-house
maintenance departments of its customers or potential customers. Furmanite believes it currently has an advantage over in-
house maintenance departments because of the ability of its multi-disciplined technicians to use proprietary and patented
techniques to perform quality repairs on a timely basis while customer equipment remains in service.

Safety, Environmental and Other Regulatory Matters

Many aspects of Furmanite’s operations are subject to governmental regulation. Federal, state and local authorities of the U.S.
and various foreign countries have each adopted safety, environmental and other regulations relating to the use of certain
methods, practices and materials in connection with the performance of Furmanite’s services and operations. Further, because
of the international operations, Furmanite is subject to a number of political and economic risks, including taxation policies,
labor practices, currency exchange rate fluctuations, foreign exchange restrictions, local political conditions, import and export
limitations and expropriation of equipment. Except in certain developing countries, where payment in a specified currency is
required by contract, services are paid and operations are typically funded in the currency of the particular country in which the
business activities are conducted, which help to mitigate the exchange rate exposure to some degree.

Furmanite’s services are often performed in emergency situations under circumstances involving exposure to high temperatures
and pressures, potential contact with caustic or toxic materials, fire and explosion hazards and environmental contamination,
any of which can cause serious personal injury or property damage. Furmanite manages its operating risks by providing its
technicians with extensive on-going classroom and field training and supervision, maintaining a technical support system
through its staff of specialists, establishing and enforcing strict safety and competency requirements, standardizing procedures
and evaluating new materials and techniques for use in connection with the lines of service. Furmanite also maintains insurance
coverage for certain risks, although there is no assurance that insurance coverage will continue to be available at rates
considered reasonable or that the insurance will be adequate to protect Furmanite against liability or loss of revenues resulting
from the consequences of a significant accident.

Furmanite is subject to federal, state and local laws and regulations in the U.S. and various foreign locations relating to
protection of the environment. Although the Company believes its operations are in compliance with applicable environmental
regulations, there can be no assurance that environmental costs and liabilities will not be incurred by the Company. Moreover,
it is possible that other developments, such as increasingly stringent environmental laws, regulations and enforcement policies
thereunder, and claims for damages to property or persons resulting from operations of the Company, could result in
environmental costs and liabilities to the Company. The Company has recorded, in other liabilities, an undiscounted reserve for
environmental liabilities related to the remediation of site contamination for properties in the U.S. in the amount of $0.9 million
and $1.0 million as of December 31, 2012 and 2011, respectively. While there is a reasonable possibility due to the inherent
nature of environmental liabilities that a loss exceeding amounts already recognized could occur, the Company does not
believe such amounts would be material to its financial statements.

Employees

At December 31, 2012, the Company had 1,833 employees. As of December 31, 2012, approximately 333 employees were
subject to representation by unions or other similar associations for collective bargaining or other similar purposes, including
169 employees in the U.K. who are subject to a collective bargaining contract. The Company considers relations with its
employees to be good.



Item 1A. Risk Factors

In evaluating the Company, the factors described below should be carefully considered. The occurrence of one or more of these
events could materially and adversely affect the Company’s business, prospects, financial condition, results of operations or
cash flows.

Weakness in the industries Furmanite serves could adversely affect demand for our services.

A substantial portion of the business depends upon the levels of capital investment and maintenance expenditures in the
refining and chemical industries, as well as the power generation and other process industries. The levels of capital and
maintenance expenditures by Furmanite’s customers are affected by general economic conditions, conditions in their industries
and their liquidity, as well as cyclical downturns in these industries and fluctuations in oil prices. Continued weaknesses in the
sectors served by Furmanite could adversely affect the demand for Furmanite’s services.

Political, economic, regulatory or other conditions in foreign countries in which Furmanite operates could adversely affect
the financial condition, results of operations or cash flow of the Company.

Operations in foreign jurisdictions accounted for approximately 45% of total revenues for the year ended December 31, 2012.
The Company expects foreign operations to continue to be an important part of its business. Foreign operations are subject to a
variety of risks, such as:

. risks of economic instability;

. potential adverse changes in taxation policies;

. disruptions from labor and political disturbances;

. adverse changes in tariffs or import or export restrictions; and
. terrorist acts, acts of war or insurrections.

Terrorist acts, acts of war, political unrest, public health concerns, labor disputes or national disasters may disrupt our
operations, as well as those of our customers. These types of acts could weaken domestic and global economies and create
additional uncertainties, thus forcing our customers to reduce their capital spending, or cancel or delay projects, which could
have a material adverse impact on our business, operating results and financial condition, including loss of sales or customers.

In addition, as a result of our global operations, we face a variety of special United States and international legal and
compliance risks, as well as to the risks of our domestic business. These federal, state and local laws, regulations and policies
are complex, change frequently, have tended to become more stringent over time and increase our cost of doing business.
These laws and regulations include environmental, health and safety regulations, data privacy requirements, international labor
laws, anti-corruption and bribery laws such as the United States Foreign Corrupt Practices Act (“FCPA”) and U.K. Bribery
Act, and trade sanctions laws and regulations. In the event new laws and regulations are enacted or existing laws are amended,
implementing compliance with such new or amended laws may result in a loss of revenue, increased costs of doing business
and a change to our strategic objectives, all of which could adversely affect our results of operations. In addition, we are
subject to the risk that we, our affiliated entities or their respective officers, directors, employees and agents may take action
determined to be in violation of any of these laws.

Although the Company takes reasonable measures to comply with the FCPA and U.K. Bribery Act and to ensure that its
employees, agents and intermediaries comply with the FCPA and U.K. Bribery Act, it cannot assure that such precautions will
protect it against liability, particularly as a result of actions taken in the past, or which may be taken in the future for which the
Company may have exposure under these laws. An actual or alleged violation could result in substantial fines, sanctions, civil
or criminal penalties, debarment from government contracts, curtailment of operations in certain jurisdictions, competitive or
reputational harm, litigation or regulatory action and other consequences that might adversely affect our results of operations,
financial condition, strategic objectives or cash flows.

The Company may be adversely affected by fluctuations in foreign currency exchange rates and foreign exchange
restrictions.

The Company 1s exposed to fluctuations in foreign currencies, which represent a significant portion of total revenues, and
certain costs, assets and liabilities are denominated in currencies other than the U.S. dollar. The primary foreign currencies of
the Company are the Euro, British pound and Australian dollar. For the year ended December 31, 2012, foreign currency based
revenues and operating income were $147.9 million and $5.8 million, respectively. Based on results of operations for the year
ended December 31, 2012, the Company estimates that a ten percent fluctuation of all applicable foreign currencies would
result in an annual change in revenues and operating income of $13.4 million and $0.5 million, respectively.
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The competitive position of Furmanite depends in part on the ability to protect its intellectual property.

The competitive position of Furmanite depends in part upon techniques and materials that are proprietary and, in some cases,
patented. The Company holds over 120 trademarks and patents for its techniques, products, materials and equipment. These
patents are registered around the world and expire at various dates through December 2023. Although Furmanite believes it has
taken appropriate steps to protect the intellectual property from misappropriation, effective protection may be unavailable or
limited in some of the foreign countries. In addition, adequate remedies may not be available in the event of an unauthorized
use or disclosure of trade secrets and proprietary techniques.

Furmanite’s services and products are offered in highly competitive markets, which limits the profit margins and the ability
to increase market share.

The markets for Furmanite’s services and products are highly competitive. Furmanite competes against large and well
established national and international companies as well as regional and local companies. Furmanite also competes with the in-
house maintenance departments of customers or potential customers. Competition is based on service, performance and price.
If Furmanite does not compete successfully, the business and results of operations could be adversely affected.

If the Company loses any key personnel, the ability to manage the business and continue the growth of the Company could
be negatively impacted.

The Company’s success is highly dependent on the efforts of its executive officers and key employees. If any of the
Company’s key employees leave, its business may suffer. The growth of the Company’s business is also largely dependent
upon its ability to attract and retain qualified personnel in all areas of its business, including technicians and management. If
the Company is unable to attract and retain such qualified personnel, it may be forced to limit growth, and its business and
operating results could suffer. Organizational changes within the Company could also impact its ability to retain personnel.

The Company is exposed to customer credit risks.

The Company is subject to risks of loss resulting from delinquent payment, nonpayment or nonperformance or other
obligations by its customers. If key customers default on their obligations, the financial results of the Company could be
adversely affected. Furthermore, some of the Company’s customers may be highly leveraged and subject to their own
operating and regulatory risks which may also limit their ability to pay or perform.

Changes in the general economy affecting availability of credit may negatively impact the Company’s business.

The Company’s results of operations could be adversely affected during periods of economic downturn, and the timing and
extent of such a decline in the global, or regional economies in which the Company operates, cannot be predicted. Lower levels
of liquidity and capital adequacy affecting lenders, increases in defaults and bankruptcies by customers and suppliers, and
volatility in credit and equity markets could negatively affect the Company’s business, operating results, cash flows or
financial condition in a number of ways, including reductions in revenues and profits, increased bad debts, and financial
instability of suppliers and insurers. Furthermore, it may be more difficult or costly to access or obtain, in the future, working
capital or acquisition opportunity financing.

Climate change legislation or regulations restricting emissions of “greenhouse gases” could result in reduced demand for
the Company’s services and products.

The adoption and implementation of any regulations which impose limiting emissions of carbon dioxide and other greenhouse
gases from customers for whom the Company provides repair and maintenance services could adversely affect demand for the
Company’s services and products. Furthermore, some scientists have concluded that increasing concentrations of greenhouse
gases in the Earth’s atmosphere may produce climate changes that have significant physical effects, such as increased
frequency and severity of storms, droughts, and floods and other climatic events; if any such effects were to occur in regions
where the Company operates, it could have an adverse effect on the Company’s assets and operations. Moreover, it is possible
that other developments, such as increasingly stringent environmental laws, regulations and enforcement policies thereunder,
and claims for damages to property or persons resulting from operations of the Company, could result in costs and liabilities to
the Company.

Our insurance policies may not cover all claims against us or may be insufficient to cover such claims.

We may be subject to various types of claims, including personal injury and property damage. We maintain insurance coverage
against these and other risks associated with our business. However, this insurance may not protect us against liability from
certain events. We cannot assure that our insurance will be adequate in risk coverage or policy limits to cover all losses or
liabilities that we may incur. Moreover, we cannot assure that we will be able in the future to maintain insurance at levels of



risk coverage or policy limits that we deem adequate. Any future damages that are not covered by insurance or are in excess of
policy limits could have a material adverse effect on our financial condition and results of operations.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

The properties owned or utilized by the Company are generally described in Item 1 of this Annual Report on Form 10-K and
Note 5 under Item 8 “Financial Statements and Supplementary Data” of this Annual Report on Form 10-K. Additional
information concerning the obligations of the Company for lease and rental commitments is presented under the caption
“Commitments and Contingencies” in Note 13 under Item 8 “Financial Statements and Supplementary Data” on the Annual
Report on Form 10-K and under the caption “Contractual Obligations” under Item 7 “Management Discussion and Analysis of
Financial Condition and Results of Operations”. Such descriptions and information are hereby incorporated by reference into
this Item 2.

The Parent Company’s corporate headquarters is located in an office building in Houston, Texas, pursuant to a lease agreement
that expires in May 2019 and requires monthly lease payments of approximately $36,000 plus certain operating expenses, with
annual increases ratably up to approximately $47,000 plus certain operating expenses by 2019 and provides for one five-year
renewal period. Functions performed in the corporate headquarters include overall corporate management, planning and
strategy, corporate finance, investor relations, accounting, tax, treasury, information technology, legal and human resources
support functions. The facilities used in the operations of the Company’s subsidiaries are generally held under lease agreements
having various expiration dates, rental rates and other terms, except for four properties located in the U.K. and seven properties
located in the U.S., which are company-owned.

Item 3. Legal Proceedings

The operations of the Company are subject to federal, state and local laws and regulations in the U.S. and various foreign
locations relating to protection of the environment. Although the Company believes its operations are in compliance with
applicable environmental regulations, there can be no assurance that costs and liabilities will not be incurred by the Company.
The Company has recorded, in other liabilities, an undiscounted reserve for environmental liabilities related to the remediation
of site contamination for properties in the U.S. in the amount of $0.9 million and $1.0 million as of December 31, 2012 and
2011, respectively. While there is a reasonable possibility due to the inherent nature of environmental liabilities that a loss
exceeding amounts already recognized could occur, the Company does not believe such amounts would be material to its
financial statements.

On September 19, 2011, John Daugherty filed a derivative shareholder petition in the County Court at Law No. 3, Dallas
County, Texas, on behalf of the Company against certain of the Company’s directors and executive officers (collectively “the
defendants”) and naming the Company as a nominal party. The petition alleged the defendants breached their fiduciary
responsibilities in regard to certain internal control matters. The petitioner requested that the defendants pay unspecified
damages to the Company. On October 31, 2011, the defendants filed their answer in the lawsuit as well as motions to dismiss it
and on February 15, 2013, the case was dismissed.

Furmanite America, Inc., a subsidiary of the Company, is involved in disputes with a customer, INEOS USA LLC, which
claims that the subsidiary failed to provide it with satisfactory services at the customer’s facilities. On April 17, 2009, the
customer initiated legal action against the subsidiary in the Common Pleas Court of Allen County, Ohio, alleging that the
subsidiary and one of its former employees, who performed data services at one of the customer’s facilities, breached its
contract with the customer and failed to provide the customer with adequate and timely information to support the subsidiary’s
work at the customer’s facility from 1998 through the second quarter of 2005. The customer’s complaint seeks damages in an
amount that the subsidiary believes represents the total proposed civil penalty, plus the cost of unspecified supplemental
environmental projects requested by the regulatory agency to reduce air emissions at the customer’s facility, and also seeks
unspecified punitive damages. The subsidiary believes that it provided the customer with adequate and timely information to
support the subsidiary’s work at the customer’s facilities and will vigorously defend against the customer’s claim.

While the Company cannot make an assessment of the eventual outcome of all of these matters or determine the extent, if any,
of any potential uninsured liability or damage, reserves of $1.9 million and $1.3 million, which include the Furmanite America,
Inc. litigation, were recorded in accrued expenses and other current liabilities as of December 31, 2012 and 2011, respectively.



While there is a reasonable possibility that a loss exceeding amounts already recognized could occur, the Company does not
believe such amounts would be material to its financial statements.

The Company has other contingent liabilities resulting from litigation, claims and commitments incident to the ordinary course
of business. Management believes, after consulting with counsel, that the ultimate resolution of such contingencies will not
have a material adverse effect on the financial position, results of operations or liquidity of the Company.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

The Company’s common stock trades on the NYSE under the symbol “FRM”.

The following table sets forth the range of high and low sales prices per share of the Company’s common stock as reported on
the NYSE for the periods indicated:

Years Ended December 31, High  Lew
2012:
FIESE QUATLET .....oveieveeeee ettt eee et e et et eee s e eae e e e s eneseseeseessersaassetsassentasbestaessesbsessasbessaastassessensenras $ 805 $§ 5.89
SECONA QUAIET ......oeviiieieiecteteeieete it et e teete b e eteaeeteeteetessasseetessessetsabesbeasetsasaseasassabeses stnsaesaensatessesseenanessens $ 663 $ 4.10
THIEA QUATLET .....veovviiriecti ettt e s ee e cerecett e ebeeeteesbesabeeateeeabsessesebtsteenteestsesseesssersesnsaeersesesaeatseabeenreesnnanns $ 6.05 $ 4.00
FOUITN QUAKLET ......ovevieieeteeieteveet ettt ettt ettt eae et ete s eseebeseesesessesensetseseseseseesesessassstessesesessenessaneserenesen $§ 584 $ 3.69
2011:
FIESt QUATLET .....cvevieeeeeeereceeeieie et ete et e eaeseve st s teesneessesaeareeneannesssaseeneeressnsaseessesssenensreareaseeseententens $ 808 $ 6.38
SECONA QUAITET .......eiieiitiiteeeet et et et et et e et e e ettt e et e et e et ste e et eeeasete et et esseteesestessetsesesseesassassetsesesnataesaseeasans $ 860 $ 624
THIFA QUAITET ......ooeieeeeeeeeeeeee et e et ettt e eae et e e b e eresree st sereenesss et snseasseereeresnsenseaseereeneenteas $ 830 $ 477
FOUIH QUATTET .....vvevvivioeeeeee ettt sttt s e et e s s st et asbeee e s ebeesssabesasansessarsesrestseseantessssareassonsersssresrsonseneen $ 743 § 5.02

At March 5, 2013, there were approximately 2,087 stockholders of record.

The Company currently intends to retain future earnings for the development of its business, has not paid any cash dividends on its
common stock during fiscal 2012 and fiscal 2011, and does not anticipate paying cash dividends on its common stock in the
foreseeable future. The Company’s dividend policy is reviewed periodically and determined by its Board of Directors on the basis
of various factors, including, but not limited to, its results of operations, financial condition, capital requirements and investment
opportunities. Additionally, the credit facility for the working capital of FWI contains restrictions on its ability to pay dividends or
distributions to the Company. At December 31, 2012, FWI was in compliance with all applicable debt covenants under its credit
facility.

Unregistered Sales of Equity Securities

None.

Repurchases of Equity Securities by the Company or Affiliated Purchases

None.
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Item 6. Selected Financial Data

The following selected financial data (in thousands, except per share amounts) is derived from the Company’s Consolidated
Financial Statements and should be read in conjunction with the Consolidated Financial Statements and related notes thereto

included elsewhere in this Annual Report on Form 10-K.

Year Ended December 31,

2008

$ 316,207 $ 285953 $ 275940 § 320,942
293,941

27,001
(1,445)

25,556
(3,688)

21,868

2012

Statements of Operations Data:
REVEIUES ...t resveeteeveeetesnesarsssesaeaseseeeneenes $ 326,492
Total costs and expenses’...........ocvvveveiiiininiciieinienn, 318,980
Operating inCoOme "........coviiimmrmrmreeeniineecenn, 7,512
Interest expense, net of interest and other income .......... (1,342)
Income before INCOME taXeS .....covveevrrecierererrreereeeeeeieenns 6,170
Income tax (expense) benefit 2 ..., (5,365)
Net income (108S) 2 3. ....vvevererercerinereerersrereiereeseseeenens $ 805
Earnings (loss) per share:

BaSiC uoiieiiieeicicriee ettt $ 0.02

Diluted ..o $ 0.02

0.60
0.59

! Includes restructuring charges of $3.6 million, $0.4 million, $5.7 million and $1.1 million for the years ended December 31, 2012, 2011, 2010 and 2009,
respectively, relocation charges of $1.6 million and $0.1 million for the years ended December 31, 2012 and 2011, respectively, and impairment charges

of $0.4 million and $0.9 million for the years ended December 31, 2012 and 2011, respectively.

Includes a $7.7 million income tax benefit related to a reversal of the valuation allowance on the net deferred tax assets in the United States and a $1.2
million acquisition related income tax benefit for the year ended December 31, 2011

3 Includes restructuring charges, net of tax of $3.4 million, $0.3 million, $5.2 million and $0.9 million for the years ended December 31, 2012, 2011, 2010
and 2009, respectively. Includes relocation charges, net of tax, of $1.0 million and $0.1 million for the years ended December 31, 2012 and 2011,
respectively, and impairment charges, net of tax, of $0.2 million and $0.9 million for the years ended December 31, 2012 and 2011, respectively.

December 31,

2008

2012
Balance Sheet Data:
Cash and cash equivalents .............coceeeveerrercrccncerncrerenens $ 33,185 $
Working capital.........cccccoereenineneninieiecceenereecee s 106,854
TOtAl ASSELS.....ocveeeieriererrirr e reeie sttt en e sreennne 231,628
Long-term debt, less current portion..........c..ccceeveeeveiuiinnen, 39,609
Stockholders” equity ......cccoeeevcrrercrerericircriiieceenes 119,079
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This discussion should be read in conjunction with the Consolidated Financial Statements of the Company and notes thereto
included elsewhere in this Annual Report on Form 10-K.

Business Overview

Furmanite Corporation, (the “Parent Company™), together with its subsidiaries (collectively the “Company” or “Furmanite”)
was incorporated in 1953 and conducts its principal business through its subsidiaries in the technical services industry. The
Company’s common stock, no par value, trades under the ticker symbol “FRM” on the NYSE.

The Company provides specialized technical services, including on-line services (formerly referred to as “under pressure
services”) which include leak sealing, hot tapping, line stopping, line isolation, composite repair, valve testing and certain non-
destructive testing and inspection. In addition, the Company provides off-line services (formerly referred to as “turnaround
services”) including on-site machining, heat treatment, bolting, valve repair and other non-destructive testing and inspection
services; and other services including smart shim services, concrete repair, engineering services as well as valve and other
products and manufacturing. These services and products are provided primarily to electric power generating plants, petroleum
industry, which include refineries and offshore drilling rigs (including subsea), chemical plants and other process industries in
the Americas (which includes operations in North America, South America and Latin America), EMEA (which includes
operations in Europe, the Middle East and Africa) and Asia-Pacific, through Furmanite.

Financial Overview

For the year ended December 31, 2012, consolidated revenues increased by $10.3 million compared to the year ended
December 31, 2011, primarily related to increases within off-line services in the Americas including heat treatment and on-site
machining services. Operating results in 2012 have been negatively impacted due to several non-operational factors, including
the effects of cost reduction initiatives and the relocation of the Company’s corporate headquarters, as well as certain
integration, weather and execution related matters. In addition, 2012 results were unfavorably affected by the transitional
effects of the formation and implementation of the Company’s strategic organizational initiative aligning its services lines,
service delivery centers and operations functions globally to maximize its ability to achieve its sustained growth objectives.
Consequently, operating income for the year ended December 31, 2012 was $12.9 million lower than the year ended
December 31, 2011. Income tax expenses were significantly higher in 2012 due to a combination of circumstances, in contrast
to 2011 when income taxes were favorably impacted by a non-operating tax benefit of $8.9 million related to a $7.7 million
valuation allowance reversal adjustment as well as an acquisition related deferred tax benefit of $1.2 million. As a result of the
items noted above, the Company’s net income for the year ended December 31, 2012 decreased by $23.2 million compared to
the year ended December 31, 2011.

In the second quarter of 2012, the Company committed to a cost reduction initiative related to further restructuring of its
European operations within EMEA. The additional restructuring initiative included workforce reductions throughout the
Company’s operating, selling, general and administrative functions. The Company has taken these specific actions in order to
reduce administrative and overhead expenses and streamline its European operations’ structure for improved operational
efficiencies in the wake of the continuing challenging economic conditions in the region, the duration of which is uncertain. As
of December 31, 2012, the Company has substantially completed the 2012 cost reduction initiative with total restructuring
costs incurred of approximately $3.4 million for the year ended December 31, 2012, principally all of which relates to one-time
termination benefits. The Company estimates the effects of this initiative will result in annual cost reductions, at 2012 activity
levels, of approximately $3.0 million, primarily compensation expenses, approximately two-thirds of which will affect
operating costs with the remaining one-third impacting selling, general and administrative costs.

Remaining impacts on operations related to the wind up of prior cost reduction activities, initiated in 2009 and 2010 and which
included planned workforce reductions and restructuring of certain functions primarily in EMEA and to a lesser extent in the
Americas, were insignificant during the years ended December 31, 2012 and 2011, totaling $0.2 million and $0.4 million,
respectively. The combined effect on operations from these initiatives for the year ended December 31, 2010 totaled $5.7
million.

These cost reduction initiatives, as well as direct corporate headquarter relocation costs of $1.6 million in 2012, negatively
impacted operating income by $5.2 million, $0.4 million and $5.7 million and net income by $4.3 million, $0.3 million and
$5.2 million for the years ended December 31, 2012, 2011 and 2010, respectively. The Company’s diluted earnings per share
were $0.02, $0.64 and $0.26 per share for the years ended December 31, 2012, 2011 and 2010, respectively.
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Results of Operations

Years Ended December 31,

2012 2011 2010
(in thousands, except per share data)

REVETIUES oo eoeeeeseeeesseessesssssnasasaeseseseesasasasaasseensesnsssrsserseerseassensarasaransesseesresenenensans $ 326492 $ 3162207 $ 285,953
Costs and expenses:

Operating costs (exclusive of depreciation and amortization) ..........cccocoeeciuen. 233,337 219,146 194,594

Depreciation and amortization EXPENSe .........ccevevrmvirirmreesismsrrer s 8,889 8,231 6,490

Selling, general and administrative eXPense ........ccvvrvieieieriuemsnnnmscsensieennnins 76,754 68,379 71,209

Total COStS ANd EXPENSES .....eeovererrrvreriiriiiiisiresses st sencnc, 318,980 295,756 272,293

OPETALING INCOME ....eevrreeiiiiiirie ettt st 7,512 20,451 13,660

Interest income and other inCOmMe (EXPENSE), NEL ......c.cururerrrrreremiiiiirreeisscnrrseseen: (237) (126) 549

TIEEIESE EXPEIISE ....cvovsereeeresecscereriscsesensisssasas s sssesbass bbbt b bt (1,105) (1,017) (943)

Income before INCOME LAXES ......cvveeveerreerenerereenresseiesiesisesss s ebesneresissaree st 6,170 19,308 13,266

Income tax (expense) benefit® (5,365) 4,662 (3,780)

NEL INCOMIE? ..o eceieieeieeetere ettt emeb e e e e reseebebesnereresestssi st e es st e as b seba b beaesssn et 5 805 $ 23970 § 9,486

Earnings per share:
$ 002 $ 0.65 $ 0.26
$ 002 $ 064 § 0.26

! Includes restructuring charges of $2.3 million, $0.2 million and $2.0 million for the years ended December 31, 2012, 2011 and 2010, respectively and an

impairment charge of $0.9 million for the year ended December 31, 2011.

Includes restructuring charges of $1.3 million, $0.2 million and $3.7 million for the years ended December 31, 2012, 2011 and 2010, respectively,

relocation charges of $1.6 million and $0.1 million for the years ended December 31, 2012 and 2011, respectively, and an impairment charge of $0.4

million for the year ended December 31, 2012.

related deferred tax benefit for the year ended December 31, 2011.

Includes a $7.7 million income tax benefit related to a reversal of the valuation allowance on the net deferred tax assets and a $1.2 million acquisition

¢ Includes restructuring charges, net of tax of $3.4 million, $0.3 million and $5.2 million for the years ended December 31, 2012, 2011 and 2010,
respectively. Includes relocation charges, net of tax, of $1.0 million and $0.1 million for the years ended December 31, 2012 and 2011, respectively, and
impairment charges, net of tax, of $0.2 million and $0.9 million for the years ended December 31, 2012 and 2011, respectively.

Additional Revenue Information:

Years Ended December 31,

2012 2011 2010
(in thousands, except per share data)
On-line services $ 126,819 $ 124,836 $ 104,651
Off-line services 146,013 137,883 132,171
OBRET SEIVICES oeeeeeveeeeeeseeeseeeeeeesesaeetesesesreesssaassssasasenasasassaanasstmbaeeeasnsresesistansesasasassssnans 53,660 53,488 49,131
TOAL TEVEIIUCS nveoeveeeeeeeeeeveeeseeseeeaseeseneseesesesssessssssessassessaenseesssenssansassnsesasessaseseesos $ 326492 $ 316,207 $ 285953
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Business Segment and geographical information

Years Ended December 31,
2012 2011 2010

(in thousands)

Revenue:
ANICTICAS ... evenviereeetre et ctreesteeeteeesteeeesensestsestsesstsasesmtsennesaneseesneesasenasenn $ 182,806 $ 158,515 $ 135,174
EMEA ... oottt s bttt e st e s e st e e e st en e eesnnenas 106,298 118,649 109,373
ASIA-PACIIIC ...vevvevie ittt et e e s et e e e e ee e e reeeeseaeeeaeeaeaanas 37,388 39,043 41,406
TOtAl REVEIIUE ....ovveeeeerereeeeeeeeeeeereeseeeseeresseseseessesesessseessesssesesesens 326,492 316,207 285,953

Costs and expenses:
Operating costs (exclusive of depreciation and amortization)..............cc.eueue......

ATNETICAS ...cueoeriuireerirterertereesteb et e et s eese s esseseesessstesasesssneseersetsatonsosesssnss 128,277 109,305 90,691

EMEA ... ettt sttt ba e e saresrnens 79,965 84,028 80,429

ASIA-PACIIC ...t 25,095 25,813 23,474
Total operating costs (exclusive of depreciation and amortization) 233,337 219,146 194,594
Operating costs as a percentage of revenue 71.5% 69.3% 68.1%

Depreciation and amortization EXPenSe .........c.ceevevevereiereeeeerereeeneeseerereeeeeens

Americas, including coOrporate............ccvvrruveeeneesiereseeereeseeeseeees e 5,519 4,582 3,450

EMEA ... o ettt e b et et 1,798 2,011 1,885

ASIA-PACITIC ..ottt 1,572 1,638 1,155
Total depreciation and amortization expense............coeeververvneennnnn. 8,889 8,231 6,490
Depreciation and amortization expense as a percentage of revenue...............o.oeee... 2.7% 2.6% 2.3%

Selling, general and administrative eXpense .........ccceeeeeeeererereeveverereriseeeeeseenenans

Americas, including COrPOTAte’..........c.ovuvurieeverierriereses e 48,426 38,558 40,192
EMEA ... o ettt sttt e s e ettt re s en s 21,350 23,629 25,128
ASIA-PACIHTIC ..ottt se e sen e neees 6,978 6,192 5,889
Total selling general and administrative expense..............ccouveuen.n.. 76,754 68,379 71,209

Selling, general and administrative expense as a percentage of revenue................... 23.5% 21.6% 24.9%
Total COStS aNd EXPENSES .....vuvrerrerierriieiiete st eese et eres e eenes $ 318980 § 295756 § 272,293

Includes corporate overhead costs of $17.7 million, $13.7 million and $15.4 million for the years ended December 31, 2012, 2011 and 2010, (including
$1.6 million, $0.1 million and nil of relocation costs), respectively.

Geographical areas, based on physical location, are the Americas (including corporate), EMEA and Asia-Pacific. The
following discussion and analysis, as it relates to geographic information, excludes intercompany transactions and any
allocation of headquarter costs to EMEA or Asia-Pacific.

Revenues

For the year ended December 31, 2012, consolidated revenues increased by $10.3 million, or 3.3%, to $326.5 million,
compared to $316.2 million for the year ended December 31, 2011. Changes related to foreign currency exchange rates
unfavorably impacted revenues by $3.7 million, of which $3.5 million and $0.2 million were related to unfavorable impacts
from EMEA and Asia-Pacific, respectively. Excluding the foreign currency exchange rate impact, revenues increased by $14.0
million, or 4.4%, for the year ended December 31, 2012 compared to the same period for 2011. This $14.0 million increase in
revenues consisted of a $24.2 million increase in the Americas but was partially offset by an $8.8 million decrease in EMEA
and a $1.4 million decrease in Asia-Pacific. The increase in revenues in the Americas was primarily related to increases in its
off-line services which included increases in on-site machining, valve repair and heat treatment services of approximately 24%
when compared to revenues in the same period in 2011. The decrease in revenues in EMEA was primarily attributable to
decreases in off-line services, which included volume decreases in valve repair, bolting and on-site machining services of
approximately 15% when compared to revenues in the same period in 2011, as the Company’s central European locations
within the EMEA region have continued to be negatively impacted by the economic crisis, resulting in sustained lower revenue
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levels in most service lines. These decreases in revenues were partially offset by moderate volume increases in heat treatment
services within off-line services. In addition, other services within the EMEA region decreased primarily related to volume
decreases within product and manufacturing services, primarily related to the Company’s decision to exit the heat exchanger
business in Germany at the end of 2011. The decrease in revenues in Asia-Pacific was attributable to decreases in off-line and
other services primarily in Singapore but was partially offset by increases in on-line services in Australia.

For the year ended December 31, 2011, consolidated revenues increased by $30.3 million, or 10.6%, to $316.2 million,
compared to $285.9 million for the year ended December 31, 2010. Changes related to foreign currency exchange rates
favorably impacted revenues by $9.8 million, of which $5.5 million, $4.0 million and $0.3 million were related to favorable
impacts from EMEA, Asia-Pacific and the Americas, respectively. Excluding the foreign currency exchange rate impact,
revenues increased by $20.5 million, or 7.2%, for the year ended December 31, 2011 compared to the same period for 2010.
This $20.5 million increase in revenues consisted of a $23.0 million increase in the Americas and a $3.8 million increase in
EMEA, partially offset by a $6.3 million decrease in Asia-Pacific. The increase in revenues in the Americas was related to
increases in both on-line and off-line services. The revenue increase within the Americas’ on-line services related to volume
increases in leak sealing, line stopping and hot tapping services of approximately 26% when compared to revenues in the same
period for 2010. Revenues increased within off-line services by approximately 8% when compared to revenues in 2010 and
were attributable to increases in bolting and on-site machining services. The increase in revenues in EMEA was primarily
attributable to increases in on-line services. The revenue increase in on-line services in EMEA was primarily related to volume
increases in leak sealing and composite repair services of approximately 13% when compared to revenues in the same period
for 2010. The decrease in revenues in Asia-Pacific was attributable to decreases in both on-line and off-line services. The
decrease within on-line services in Asia-Pacific primarily related to volume decreases in hot tapping services in Singapore as a
large hot tapping project concluded in late 2010, resulting in an approximate 29% decrease in hot tapping services when
compared to revenue in the same period in 2010. The decrease in off-line services in Asia-Pacific is primarily related to
volume decreases in bolting services in Australia of approximately 12% due to inclement weather conditions in the first half of
2011 but these decreases were substantially offset by a 10% increase in on-site machining services when compared to revenues
in the same period in 2010.

Operating Costs (exclusive of depreciation and amortization)

For the year ended December 31, 2012, operating costs, including $2.3 million of restructuring costs, increased $14.2 million,
or 6.5%, to $233.3 million, compared to $219.1 million for the year ended December 31, 2011. Changes related to foreign
currency exchange rates favorably impacted costs by $2.9 million, of which $2.8 million and $0.1 million were related to
unfavorable impacts from EMEA and Asia-Pacific, respectively. Excluding the foreign currency exchange rate impact,
operating costs increased $17.1 million, or 7.8%, for the year ended December 31, 2012, compared to the same period in 2011.
This change consisted of a $19.0 million increase in the Americas but was partially offset by decreases of $1.3 million and $0.6
million in EMEA and Asia-Pacific, respectively. The increase in operating costs in the Americas was primarily related to
higher material and labor costs of approximately 16% when compared to the same period in 2011, which were primarily
attributable to the increase in revenues, and to a lesser extent due to lower margin realization on certain jobs. The decrease in
operating costs in EMEA was associated with moderate reductions in labor and material costs of approximately 3% when
compared to the same period in 2011. In addition, the year ended December 31, 2011 included an impairment charge of $0.9
million related to a write down of certain assets related to the heat exchanger business. Substantially offsetting the decrease in
EMEA were $2.3 million of severance related restructuring costs for the year ended December 31, 2012 compared to $0.2
million for the year ended December 31, 2011. The overall decrease in costs in EMEA was disproportionate with the decrease
in revenues due to underutilization of technicians, particularly in the first half of 2012 due to the continued challenges within
the segment’s central European locations, and indirect effects associated with the restructuring initiative. The operating costs in
Asia-Pacific decreased slightly compared to 2011 due to lower material costs but were partially offset by increases in labor
costs, which were associated with the higher revenues in Australia.

For the year ended December 31, 2011, operating costs, including $1.1 million of restructuring and impairment costs, increased
$24.5 million, or 12.6%, to $219.1 million, compared to $194.6 million for the year ended December 31, 2010. Changes related
to foreign currency exchange rates unfavorably impacted costs by $6.6 million, of which $3.8 million, $2.6 million and $0.2
million were related to unfavorable impacts from EMEA, Asia-Pacific and the Americas, respectively. Excluding the foreign
currency exchange rate impact, operating costs increased $17.9 million, or 9.2%, for the year ended December 31, 2011,
compared to the same period in 2010. This change consisted of an $18.4 million increase in the Americas but was partially
offset by decreases of $0.3 million and $0.2 million in EMEA and Asia-Pacific, respectively. The increase in operating costs in
the Americas was primarily related to higher material, labor and equipment rental costs of approximately 18% when compared
to the same period in 2010, which were attributable to the increase in revenues. The decrease in EMEA was due to decreases in
labor costs of 2% associated with the cost reduction initiatives and decreases in severance related restructuring costs which
decreased from $2.0 million for the year ended December 31, 2010 to $0.2 million for the year ended December 31, 2011.
Substantially offsetting the decrease in EMEA was an impairment charge of $0.9 million incurred in the fourth quarter of 2011
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related to a write down of certain assets in Germany based on the Company’s decision to discontinue providing certain services
in that country. The decrease in operating costs in Asia-Pacific was primarily attributable to a decrease in hot tapping related
expenses in Singapore of approximately 5% when compared to the same period in 2010, which were associated with the
decreased revenues in 2011.

Operating costs as a percentage of revenue were 71.5% and 69.3% for the years ended December 31, 2012 and 2011,
respectively. The percentage of operating costs to revenues was higher for the year ended December 31, 2012 compared to the
same period for 2011 due to the result of the factors noted above. Excluding impairment and restructuring costs of $2.3 million
and $1.1 million, respectively, operating costs as a percentage of revenue were 70.7% and 68.9% for the years ended
December 31, 2012 and 2011, respectively.

Operating costs as a percentage of revenue were 69.3% and 68.1% for the years ended December 31, 2011 and 2010,
respectively. The percentage of operating costs to revenues was higher for the year ended December 31, 2011 compared to the
same period for 2010 due in part to certain higher margin large jobs in 2010 which did not recur in 2011, impairment costs
incurred in 2011 as well as the Company broadening its range of services to include projects with slightly lower margins.
Excluding impairment and restructuring costs of $1.1 million and $2.0 million, respectively, operating costs as a percentage of
revenue were 68.9% and 67.4% for the years ended December 31, 2011 and 2010, respectively.

Depreciation and Amortization Expense

For the year ended December 31, 2012, depreciation and amortization expense increased $0.7 million, or 8.0%, when
compared to the year ended December 31, 2011. Changes related to foreign currency exchange rates were insignificant in 2012.
Depreciation and amortization expense increased in the Americas as a result of $11.9 million of acquired long term and
intangible assets related to asset acquisitions made during 2012 as well as the effects of capital expenditures of approximately
$9.3 million placed in service over the twelve-month period ended December 31, 2012. Depreciation and amortization expense
related to 2012 acquisition-related assets was $0.9 million for the year ended December 31, 2012.

For the year ended December 31, 2011, depreciation and amortization expense increased $1.7 million, or 26.8%, when
compared to the year ended December 31, 2010. Changes related to foreign currency exchange rates unfavorably impacted
depreciation and amortization expense by $0.3 million for the year ended December 31, 2011. Excluding foreign currency
exchange rate impact, depreciation and amortization expense was $1.4 million higher in 2011 compared to the same period in
2010. Depreciation and amortization expense increased, in the Americas and Asia-Pacific, as a result of the stock and asset
acquisition of Self Leveling Machines, Inc. and Self Levelling Machine Pty. Ltd. (collectively “SLM”) as well as the effects of
capital expenditures of approximately $6.5 million placed in service over the twelve-month period ended December 31, 2011.
Depreciation and amortization expense related to the SLM acquisition was $0.9 million for the year ended December 31, 2011
(see “Liquidity and Capital Resources” for additional information on the SLM acquisition).

Depreciation and amortization expense as a percentage of revenue was 2.7%, 2.6% and 2.3% for the years ended December 31,
2012, 2011 and 2010, respectively.

Selling, General and Administrative Expense

For the year ended December 31, 2012, selling, general and administrative expenses, including $2.9 million of restructuring
and relocation costs, increased $8.4 million, or 12.3%, to $76.8 million compared to $68.4 million for the year ended
December 31, 2011. Changes related to foreign currency exchange rates during 2012 favorably impacted costs by $1.0 million,
all of which related to favorable impacts from EMEA. Excluding the foreign currency exchange rate impacts, the $9.4 million
increase in selling, general and administrative costs consisted of $9.9 million and $0.8 million increases in the Americas and
Asia-Pacific, respectively, partially offset by a decrease of $1.3 million in EMEA. The increase in selling, general and
administrative expenses in the Americas was related to increased activity levels, as well as $1.6 million of direct corporate
relocation costs incurred in connection with the relocation of the corporate headquarters to Houston, Texas and increases in
personnel and related costs associated primarily with the Company’s strategic global organizational alignment initiative and
certain provisions. In addition, an impairment charge of $0.4 million was incurred related to certain intangible assets. In
EMEA, decreases in selling, general and administrative costs were a result of reductions in salary and related costs and
professional fees of approximately 9% when compared to the same period in 2011 but were partially offset by an increase in
restructuring costs which increased from $0.2 million for the year ended December 31, 2011 to $1.3 million for the year ended
December 31, 2012. In Asia-Pacific, increases in selling, general and administrative costs were primarily a result of the
increased activity levels in Australia and general provisions within the region.

For the year ended December 31, 2011, selling, general and administrative expenses decreased $2.8 million, or 3.9%, to $68.4
million compared to $71.2 million for the year ended December 31, 2010. Changes related to foreign currency exchange rates
unfavorably impacted costs by $1.7 million, of which $1.1 million and $0.6 million were related to unfavorable impacts from
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EMEA and Asia-Pacific, respectively. Excluding the foreign currency exchange rate impacts, the $4.5 million decrease in
selling, general and administrative costs consisted of $1.6 million, $2.6 million and $0.3 million decreases in the Americas,
EMEA and Asia-Pacific, respectively. The decrease in selling, general and administrative expenses in the Americas was
primarily related to reductions in salary and benefit costs within corporate of approximately 5% in 2011 when compared to the
same period in 2010. In addition, the year ended December 31, 2010 included corporate charges of approximately $0.5 million
incurred in connection with the retirement of the Company’s former Chairman and Chief Executive Officer and severance and
other restructuring related charges of $0.4 million. In EMEA, decreases in selling, general and administrative costs were
primarily a result of reductions in restructuring costs which decreased from $3.3 million for the year ended December 31, 2010
to $0.2 million for the year ended December 31, 2011. In Asia-Pacific, decreases in selling, general and administrative costs
were primarily a result of reductions in salary and related costs of approximately 13% in 2011 when compared to the same
period in 2010.

Selling, general and administrative costs, as a percentage of revenue were 23.5%, 21.6% and 24.9% for the years ended
December 31, 2012, 2011 and 2010, respectively. The percentage of selling, general and administrative costs to revenues
increased for the year ended December 31, 2012 compared to the year ended December 31, 2011 due principally to
restructuring costs and the timing of the realization of the effects of this initiative as well as the impact of the corporate
headquarters’ relocation. The percentage of selling, general and administrative costs to revenues decreased for the year ended
December 31, 2011 compared to the same period for 2010 due to lower restructuring costs plus the realization of prior years’
restructuring benefits. Excluding restructuring, relocation and impairment costs of $3.3 million, $0.3 million and $3.7 million,
selling general and administrative costs as a percentage of revenue were 22.5%, 21.5% and 23.6% for the years ended
December 31, 2012, 2011 and 2010, respectively.

Other Income
Interest Income and Other Income (Expense), Net

For the year ended December 31, 2012, consolidated interest income and other income (expense) were comparable to the same
period in 2011. Consolidated interest income and other income (expense) for the year ended December 31, 2011 changed
unfavorably by $0.7 million when compared to the same period in 2010.

Changes within interest income and other income (expense) primarily relate to fluctuations within foreign currency exchange
transaction gains and losses.

Interest Expense

For the year ended December 31, 2012, consolidated interest expense increased slightly by $0.1 million when compared to the
same period for 2011. The increase in interest expense for the year ended December 31, 2012 was related to the acceleration of
$0.2 million of debt issuance costs which were expensed in 2012 due to the termination of the Previous Credit Agreement (as
defined below).

For the year ended December 31, 2011, consolidated interest expense increased slightly by $0.1 million when compared to the
same period for 2010. The increase in interest expense for the year ended December 31, 2011 was due to interest expense
associated with the SLM acquisition.

Interest rates on the outstanding debt for the credit facility were consistent for the years ended December 31, 2012, 2011 and
2010.

Income Taxes

The Company incurred income tax expense of $5.4 million for the year ended December 31, 2012. Fiscal 2012 income tax
expense as a percentage of income before income taxes was abnormally inflated as a result of a significantly high percentage of
pre-tax losses in countries with valuation allowances, compounded by the impact of the restructuring initiative, as compared to
net pre-tax income in other countries. As a result, income tax expense as a percentage of income before income taxes was
approximately 87.0% for the year ended December 31, 2012. The 2012 effective income tax rate for countries without
valuation allowances on their deferred tax assets is approximately 39.0%. This effective tax rate differs from the U.S. statutory
rate as domestic state taxes and non-deductible expenses are only partially offset by lower statutory rates in other counties in
which the Company operates and incurs income tax liability.

For the year ended December 31, 2011, income tax benefit as a percentage of income before income taxes was 24.1%.
Excluding the $1.2 million acquisition related deferred tax benefit and the $7.7 million valuation allowance reversal related
benefit, income tax expense as a percentage of income before taxes would have been 21.9% for the year ended December 31,
2011. For the year ended December 31, 2010, income tax expense as a percentage of income before taxes was 28.5%.
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Remaining differences in income tax rates from the statutory rate in both 2011 and 2010 are related to changes in the mix of
income before income taxes between countries whose income taxes are offset by full valuation allowance and those that are
not, and differing statutory tax rates in the countries in which the Company incurs tax liabilities.

The lower income tax rates in 2011 and 2010 resulted from the aforementioned valuation allowance on U.S. federal tax assets
in prior years. With the reversal of this valuation allowance at the end of 2011, the tax expense beginning in 2012 now includes
the U.S. federal tax expense associated with U.S. pre-tax income

The Company estimates its effective income tax rate to reflect a normal blended tax rate in the low to mid 30% range
beginning in 2013, considering the statutory income tax rates in the countries in which the Company incurs tax liabilities, and
based on the expectation that the drivers of the favorable and unfavorable tax impacts noted above will be substantially reduced
or eliminated going forward.

Liquidity and Capital Resources

The Company’s liquidity and capital resources requirements include the funding of working capital needs, the funding of
capital investments and the financing of internal growth.

Net cash provided by operating activities was $14.9 million for the year ended December 31, 2012 compared to $7.9 million
for the year ended December 31, 2011. The increase in net cash provided by operating activities resulted from changes in
working capital requirements, primarily within accounts payable and accrued expenses and other current liabilities, as well as
an increase in non-cash items, primarily deferred income taxes, in 2012, which were partially offset by a decrease in net
income. Changes in working capital increased cash flow by approximately $0.7 million for the year ended December 31, 2012
compared with a decrease of $17.0 million for the same period in 2011. In addition, non-cash items for the year ended
December 31, 2011 included a $7.7 million income tax benefit related to a reversal of the valuation allowance on the deferred
tax assets in the United States and a $1.2 million acquisition related deferred tax benefit.

Net cash provided by operating activities was $7.9 million for the year ended December 31, 2011 compared to $7.8 million for
the year ended December 31, 2010. The net cash provided by operating activities was comparable for the years ended
December 31, 2011 and 2010 as the increase in net income for the year ended December 31, 2011 was substantially offset by
changes in working capital requirements, including accounts receivable, inventories and accrued expenses and other current
liabilities as well as changes in non-cash items. The increase in net income is due to an increase in revenues coupled with lower
restructuring costs and a $7.7 million income tax benefit related to a reversal of the valuation allowance on the deferred tax
assets in the United States. Inventories increased as a result of the increase in revenues while the changes in accrued expenses
and other liabilities decreased due to the timing of cash payments, which relate to items such as restructuring and other accrued
employee compensation costs, and the settlement or resolution of certain other liabilities.

Net cash used in investing activities increased to $21.7 million for the year ended December 31, 2012 from $10.4 million for
the year ended December 31, 2011 primarily due to $9.3 million of cash paid in connection with acquisition of the Houston
Service Center of MCC Holdings, Inc. (“HSC”) in 2012 as compared to $3.8 million of cash paid, net of cash acquired of $1.2
million, in connection with the SLM acquisition in 2011. In addition, capital expenditures increased to $9.3 million for the year
ended December 31, 2012 from $6.5 million for the year ended December 31, 2011. The increase in capital expenditures in
2012 compared to 2011 is consistent with the Company’s expectations for increased capital investments for 2012,

Net cash used in investing activities increased to $10.4 million for the year ended December 31, 2011 from $7.1 million for the
year ended December 31, 2010 primarily due to $3.8 million of cash paid, net of cash acquired of $1.2 million, in connection
with the SLM acquisition. The increase in cash used related to the SLM acquisition was partially offset by a reduction in
capital expenditures from $7.3 million for the year ended December 31, 2010 to $6.5 million for the year ended December 31,
2011. The decrease in capital expenditures in 2011 compared to the prior year was due to the timing of when capital projects
were acquired or placed in service in 2011 compared to 2010 and not related to any other factor.

Consolidated capital expenditures for the calendar year 2013 have been budgeted at approximately $16.0 million. The expected
increase in capital expenditures over 2012 capital expenditures is based on the Company’s requirements for estimated
maintenance capital as well as in support of its growth investment strategy. Such expenditures, however, will depend on many
factors beyond the Company’s control, including, without limitation, demand for services as well as domestic and foreign
government regulations. No assurance can be given that required capital expenditures will not exceed or be less than
anticipated amounts during 2013 or thereafter. Capital expenditures during 2013 are expected to be funded from existing cash
and anticipated cash flows from operations.

Net cash provided by financing activities was $5.1 million for the year ended December 31, 2012 compared to $0.1 million for
the year ended December 31, 2011. The Company entered into a new credit facility in March of 2012, and received borrowings
of $30.0 million from the new credit facility in order to pay its remaining outstanding principal balance of $30.0 million upon
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the termination of the previous credit facility. Loan costs of $0.6 million were paid in connection with the new credit facility.
In addition, during the year ended December 31, 2012, the Company borrowed an additional $9.3 million on its new credit
facility to fund the HSC acquisition and made $4.2 million of principal payments on the notes payable related to the SLM
acquisition.

Net cash provided by financing activities was $0.1 million for the year ended December 31, 2011 compared to $0.4 million for
the year ended December 31, 2010. Financing activities during 2011 primarily consisted of proceeds from stock option
exercises substantially offset by principal payments on certain short term debt and capital leases.

The worldwide economy, including markets in which the Company operates, continues in varying degrees to remain sluggish,
and as such, the Company believes that the risks to its business and its customers remain heightened. Lower levels of liquidity
and capital adequacy affecting lenders, increases in defaults and bankruptcies by customers and suppliers, and volatility in
credit and equity markets, as observed in this economic environment, could continue to have a negative impact on the
Company’s business, operating results, cash flows or financial condition in a number of ways, including reductions in revenues
and profits, increased bad debts, and financial instability of suppliers and insurers.

Cash held in the bank accounts of foreign subsidiaries at December 31, 2012 was $15.4 million. The Company intends to
permanently reinvest undistributed earnings of its foreign subsidiaries and, accordingly, no provision for U.S. federal or state
income taxes has been provided thereon. If the Company were to repatriate the cash held by its foreign subsidiaries, the
Company would be required to accrue and pay income taxes in the United States.

On March 5, 2012, certain foreign subsidiaries of FWI (the “designated borrowers”) and FWI entered into a new credit
agreement with a banking syndicate led by JPMorgan Chase Bank, N.A., as Administrative Agent (the “New Credit
Agreement™). The New Credit Agreement, which matures on February 28, 2017, provides a revolving credit facility of up to
$75.0 million. A portion of the amount available under the New Credit Agreement (not in excess of $20.0 million) is available
for the issuance of letters of credit. In addition, a portion of the amount available under the New Credit Agreement (not in
excess of $7.5 million in the aggregate) is available for swing line loans to FWIL. The loans outstanding to the foreign
subsidiary designated borrowers under the New Credit Agreement may not exceed $50.0 million in the aggregate.

The proceeds from the initial borrowing on the New Credit Agreement were $30.0 million and were used to repay the amounts
outstanding under the Previous Credit Agreement, which was scheduled to mature in January 2013, at which time the Previous
Credit Agreement was terminated by the Company. Letters of credit issued under the Previous Credit Agreement were replaced
with similar letters of credit under the New Credit Agreement. There were no material circumstances surrounding the
termination of the Previous Credit Agreement and no material early termination penalties were incurred by the Company.

On June 29, 2012, FWI borrowed an additional $9.3 million under its New Credit Agreement to fund the purchase of HSC. As
of December 31, 2012, $39.3 million was outstanding under the New Credit Agreement. Borrowings under the New Credit
Agreement bear interest at variable rates (based on the prime rate, federal funds rate or Eurocurrency rate, at the option of the
borrower, including a margin above such rates, and subject to an adjustment based on a calculated funded debt to Adjusted
EBITDA ratio (the “Leverage Ratio” as defined in the New Credit Agreement)), which was 2.0% at December 31, 2012. The
New Credit Agreement contains a commitment fee, which ranges from 0.25% to 0.30% based on the Leverage Ratio (0.25% at
December 31, 2012), and is based on the unused portion of the amount available under the New Credit Agreement. Adjusted
EBITDA is net income (loss) plus interest, income taxes, depreciation and amortization, and other non-cash expenses minus
income tax credits and non-cash items increasing net income (loss) as defined in the New Credit Agreement. All obligations
under the New Credit Agreement are guaranteed by FWI and certain of its subsidiaries under a guaranty and collateral
agreement, and are secured by a first priority lien on FWI and certain of its subsidiaries’ assets (which approximates $146.6
million as of December 31, 2012). The Parent Company has granted a security interest in its stock of FWI as collateral security
for the lenders under the New Credit Agreement, but is not a party to the New Credit Agreement.

The New Credit Agreement includes financial covenants, which require that the Company maintain: (i) a Leverage Ratio of no
more than 2.75 to 1.00 as of the last day of each fiscal quarter, measured on a trailing four-quarters basis, (ii) a fixed charge
coverage ratio of at least 1.25 to 1.00, defined as Adjusted EBITDA minus capital expenditures / interest plus cash taxes plus
scheduled payments of debt plus Restricted Payments made (i.e. all dividends, distributions and other payments in respect of
capital stock, sinking funds or similar deposits on account thereof or other returns of capital, redemption or repurchases of
equity interests, and any payments to Parent or its subsidiaries (other than FWI and its subsidiaries)), and (iii) a minimum asset
coverage of at least 1.50 to 1.00, defined as cash plus net accounts receivable plus net inventory plus net property, plant and
equipment of FWI and its material subsidiaries that are subject to a first priority perfected lien in favor of the Administrative
Agent and the Lenders / Funded Debt. FWI is also subject to certain other compliance provisions including, but not limited to,
restrictions on indebtedness, guarantees, dividends and other contingent obligations and transactions. Events of default under
the New Credit Agreement include customary events, such as change of control, breach of covenants and breach of
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representations and warranties. At December 31, 2012, FWI was in compliance with all covenants under the New Credit
Agreement.

Considering the outstanding borrowings of $39.3 million, and $1.6 million related to outstanding letters of credit, the unused
borrowing capacity under the New Credit Agreement was $34.1 million at December 31, 2012,

In 2009, FWI and certain foreign subsidiaries of FWI entered into a credit agreement dated July 31, 2009 with a banking
syndicate comprising Bank of America, N.A. and Compass Bank (the “Previous Credit Agreement”). The Previous Credit
Agreement provided a revolving credit facility of up to $50.0 million, with a portion of the amount available under the
Previous Credit Agreement (not in excess of $20.0 million) available for the issuance of letters of credit. In addition, a portion
of the amount available under the Previous Credit Agreement (not in excess of $5.0 million in the aggregate) was available for
swing line loans to FWI.

At December 31, 2011, $30.0 million was outstanding under the Previous Credit Agreement. Borrowings under the Previous
Credit Agreement bore interest at variable rates (based on the prime rate, federal funds rate or Eurocurrency rate, at the option
of the borrower, including a margin above such rates, and were subject to an adjustment based on a calculated funded debt to
Adjusted EBITDA ratio), which was 2.3% at December 31, 2011. The Previous Credit Agreement also contained a
commitment fee, which ranged between 0.25% to 0.30% based on the funded debt to Adjusted EBITDA ratio, and was 0.25%
at December 31, 2011, based on the unused portion of the amount available under the Previous Credit Agreement.

On February 23, 2011, FWI entered into a Stock Purchase Agreement to acquire 100% of the outstanding stock of Self
Leveling Machines, Inc. and a subsidiary of FWI entered into an Asset Purchase Agreement to acquire substantially all of the
material operating and intangible assets of Self Levelling Machines Pty. Ltd. (collectively, “SLM”) for total consideration of
$8.9 million, net of cash acquired of $1.2 million, of which approximately $4.7 million relates to the Americas and the balance
relates to Asia-Pacific. SLM provides large scale on-site machining, which includes engineering, fabrication and execution of
highly-specialized machining solutions for large-scale equipment or operations.

In connection with the acquisition of SLM, on February 23, 2011, FWI entered into a consent and waiver agreement as it
related to the Previous Credit Agreement. Pursuant to the consent and waiver agreement, Bank of America, N.A. and Compass
Bank consented to the SLM acquisition and waived any default or event of default for certain debt covenants that would arise
as a result of the SLM acquisition. FWI funded the cost of the acquisition with $5.0 million in cash and by issuing notes to the
sellers’ equity holders (the “Notes™) for $5.1 million ($2.9 million denominated in U.S. dollars and $2.2 million denominated
in Australian dollars) payable in installments, through February 23, 2013. All obligations under the Notes are secured by a first
priority lien on the assets acquired in the acquisition. Upon full settlement of the Notes and release of the lien by the sellers’
equity holders, the acquired assets will become assets secured under the New Credit Agreement. At December 31, 2012 and
2011, $1.0 million and $5.1 million, respectively, was outstanding under the Notes. The Notes bear interest at a fixed rate of
2.5% per annum.

In 2012, the Company incurred $1.4 million of debt in connection with an asset purchase. The debt is payable in installments
with approximately $1.2 million due in 2013 and approximately $0.1 million due in both 2014 and 2015.

The Company committed to cost reduction initiatives at the end of 2009, in the first half of 2010 and in the second quarter of
2012 in order to more strategically align the Company’s operating, selling, general and administrative costs relative to
revenues. As of December 31, 2012, the costs incurred since the inception of these cost reduction initiatives totaled
approximately $10.8 million. During the year ended December 31, 2012, the Company incurred restructuring charges of $3.6
million and made cash payments of $2.2 million related to these initiatives. As of December 31, 2012, the remaining reserve
associated with these initiatives totaled $2.1 million, all of which are expected to require cash payments. Total workforce
reductions in which severance costs were incurred related to the cost reduction initiatives included terminations for 246
employees, which included reductions of 31 employees in the Americas, 214 employees in EMEA, and one employee in Asia-
Pacific.

The Company does not anticipate paying any dividends as it believes investing earnings back into the Company will provide a
better long-term return to stockholders in increased per share value. The Company believes that funds generated from
operations, together with existing cash and available credit under the Credit Agreement, will be sufficient to finance current
operations, planned capital expenditure requirements and internal growth for the next twelve months.
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Contractual Obligations

The following table presents (in thousands) the long-term contractual obligations of the Company as of December 31, 2012 in
total and by period due beginning in 2013. Certain operating leases contain renewal options by the Company that are not
reflected in the table below. The Company anticipates that these renewal options will likely be exercised.

Less Than More than
Total 1 Year 1-3Years 3-5Years 5 Years
Debt:
Borrowings under existing revolving credit facility.............. $ 39,300 $ — 5 — $ 39300 3 —
Notes payable and other debt ..............cococviiureernecnreiniennes 2,454 2,180 274 — —
Capital 1ases ........cccerrrererrmiicererinie s 45 10 35 — —
Debt SUDLOLAL......c.ooivieviieieereie e eie et e 41,799 2,190 309 39,300 —
INterest 0N debt........ueiviiieivieirieecrie e e iee e rerecree e e nne e 3,245 802 1,545 898 —
Total debt and INtETESt ......eeveeeeereeererriereeeeeereeiseaieas 45,044 2,992 1,854 40,198 —
Other contractual commitments:
OPErating lEaSES ........vuvrevrmireceeireererenicireieeese e 29,944 8,542 12,295 5,255 3,852
Pension plan conmtributions ...........coveeeeereeererereernerncnneececns 14,050 1,405 2,810 2,810 7,025
Other 0bligations'.........c.oveeetrerereieierereerecerererere e 2,121 2,121 — — —
Total other contractual commitments ........c.cceerveeennen. 46,115 12,068 15,105 8,065 10,877
o3 7 ) O TUPPURPTOPTPOt $ 91,159 § 15060 $ 16,959 § 48,263 $ 10,877

! Accrued restructuring costs

Interest on debt is calculated based on outstanding balances, using the weighted average interest rate for 2012 for variable rate
debt and at specific interest rates on fixed rate debt. Estimated annual defined benefit pension plan contributions are assumed to
be consistent with the current expected contribution level of $1.4 million.

Critical Accounting Policies and Estimates

The preparation of the Company’s financial statements in conformity with accounting principles generally accepted in the
United States of America (“U.S. GAAP”) requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.
Significant policies are presented in Note 1 under Item 8 “Financial Statements and Supplementary Data,” of this Annual
Report on Form 10-K.

Critical accounting policies are those that are most important to the portrayal of the Company’s financial position and results of
operations. These policies require management’s most difficult, subjective or complex judgments, often employing the use of
estimates about the effect of matters that are inherently uncertain. The Company’s critical accounting policies and estimates,
for which no significant changes have occurred for the year ended December 31, 2012, include revenue recognition, allowance
for doubtful accounts, goodwill, intangible assets and long-lived assets, stock-based compensation, income taxes, defined
benefit pension plan, contingencies and restructuring accruals. Critical accounting policies are discussed by management at
least quarterly with the Audit Committee of the Company’s Board of Directors.

Revenue Recognition
Revenues are recorded in accordance with FASB ASC 605, Revenue Recognition, when realized or realizable, and earned.

Revenues are recognized using the completed-contract method, when persuasive evidence of an arrangement exists, services to
customers have been rendered or products have been delivered, the selling price is fixed or determinable and collectability is
reasonably assured. Revenues are recorded net of sales tax. Substantially all projects are short term in nature; however, the
Company occasionally enters into contracts that are longer in duration that represent multiple element arrangements, which
include a combination of services and products. The Company separates deliverables into units of accounting based on whether
the deliverables have standalone value to the customer. The arrangement consideration is allocated to the separate units of
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accounting based on each unit’s relative selling price generally determined using vendor specific objective evidence. Revenues
are recognized for the separate units of accounting when services to customers have been rendered or products have been
delivered and risk of ownership has passed to the customer. The Company provides limited warranties to customers, depending
upon the service performed. Warranty claim costs were not material during any of the years ended December 31, 2012, 2011 or
2010.

Allowance for Doubtful Accounts

Credit is extended to customers based on evaluation of the customer’s financial condition and generally collateral is not
required. The Company regularly evaluates and adjusts accounts receivable as doubtful based on a combination of write-off
history, aging analysis and information available on specific accounts. The Company writes off accounts receivable when they
become uncollectible. Any payments subsequently received on such receivables are credited to the allowance in the period the
payment is received.

Long-Lived Assets
Goodwill and Intangible Assets

The Company accounts for goodwill and other intangible assets in accordance with the provisions of FASB ASC 350,
Intangibles — Goodwill and Other. Under FASB ASC 350, intangible assets with lives restricted by contractual, legal or other
means are amortized over their useful lives.

Goodwill and other intangible assets not subject to amortization are tested for impairment annually (in the fourth quarter of
each calendar year), or more frequently if events or changes in circumstances indicate that the assets might be impaired.
Examples of such events or circumstances include a significant adverse change in legal factors or in the business climate, an
adverse action or assessment by a regulator, or a loss of key personnel.

As of December 31, 2012 and 2011, goodwill totaled $15.5 million and $14.6 million, respectively. The increase in goodwill
was related to the HSC acquisition which increased goodwill in the Americas. In the Americas, goodwill totaled $7.0 million
and $6.1 million at December 31, 2012 and 2011, respectively. Goodwill in EMEA and Asia-Pacific totaled $6.6 million and
$1.9 million at each of December 31, 2012 and 2011, respectively.

FASB ASC 350 requires a two-step process for testing goodwill impairment, however it permits an entity the option to first
assess qualitative factors to determine whether it is necessary to perform the two-step goodwill impairment test. If it is
determined that, based on a qualitative assessment, it is not more likely than not that the Company’s fair value is less than its
carrying amount, then the first and second steps of the goodwill impairment test are unnecessary. The Company has elected to
bypass the qualitative assessment for all reporting units at December 31, 2012 and proceed directly to performing the first step
of the goodwill impairment test. Under the first step of the two-step process, the fair value of each reporting unit is compared to
its carrying value to determine whether an indication of impairment exists. A reporting unit is an operating segment or one
level below an operating segment (referred to as a component). Two or more components of an operating segment shall be
aggregated and deemed a single reporting unit if the components have similar economic characteristics. The Company has
three reporting units for the purpose of testing goodwill impairment as the business segments are determined to be the reporting
units. Second, if an impairment is indicated, the implied fair value of the reporting unit’s goodwill is determined by allocating
the unit’s fair value to its assets and liabilities, including any unrecognized intangible assets, as if the reporting unit had been
acquired in a business combination. The amount of impairment for goodwill and other intangible assets is measured as the
excess of the carrying value over the implied fair value.

The Company uses a multiple of revenues as the basis for its measurement of fair value as management considers this approach
the most meaningful measure for each reporting unit, given the nature of the Company’s business of technical services, and
considering all reporting units provide the same services with long term expectations of similar earnings percentages. To
support the reasonableness of the calculated fair value, the Company compares the sum of the calculated fair values for each of
the reporting units to the market capitalization of the Company as a whole, as the quoted market price provides the best
evidence of fair value on a Company-wide basis. In performing the analysis, the Company uses the stock price on December 31
of each year as the valuation date. On December 31, 2012, the Company’s fair value substantially exceeded its carrying value
in each of its three reporting units.

At December 31, 2012 and 2011, $2.9 million and $3.0 million, respectively, of indefinite-lived intangible assets (primarily
trade names) were included in intangible and other assets on the consolidated balance sheets. Gross finite-lived intangible
assets of $8.4 million and $3.7 million, respectively, were also included in intangible and other assets as of December 31, 2012
and 2011, with accumulated amortization of $1.9 million and $1.2 million, respectively. The increase in finite-lived intangible
assets was related to the HSC Acquisition. Amortization expense for finite-lived intangible assets totaled $1.3 million, $0.7
million and $0.2 million for the years ended December 31, 2012, 2011 and 2010, respectively. Finite-lived intangible assets are
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reviewed for impairment in accordance with the provisions of FASB ASC 360. In connection with a review in 2012, the
Company recognized an impairment loss of $0.4 million in selling, general and administrative expense related to certain finite-
lived intangible assets which were determined to have no value following the termination of a contract.

Property, Plant and Equipment

The Company accounts for property, plant and equipment in accordance with the provisions of FASB ASC 360, Property,
Plant, and Equipment. Under FASB ASC 360, the Company reviews property, plant and equipment for impairment whenever
events or changes in business circumstances indicate that the carrying amount of the assets may not be fully recoverable or that
the useful lives of these assets are no longer appropriate. Factors that may affect recoverability include changes in planned use
of equipment, closing of facilities and discontinuance of service lines. Property and equipment to be held and used is reviewed
at least annually for possible impairment. The Company’s impairment review is based on an estimate of the undiscounted cash
flow at the lowest level for which identifiable cash flows exist. Impairment occurs when the carrying value of the assets
exceeds the estimated future undiscounted cash flows generated by the asset and the impairment is viewed as other than
temporary. When impairment is indicated, an impairment charge is recorded for the difference between the carrying value of
the asset and its fair market value. Depending on the asset, fair market value may be determined either by use of a discounted
cash flow model or by reference to estimated selling values of assets in similar condition. In 2011, an impairment of $0.9
million was recorded to write down certain assets in Germany based on the Company’s decision to discontinue providing
certain services in that country. Except as set forth above, no other impairment of property, plant and equipment was recorded
in 2011 and no impairment of property, plant and equipment was recorded during 2012 or 2010.

Stock-Based Compensation

All stock-based compensation is recognized as an expense in the financial statements and such costs are measured at the fair
value of the award at the date of grant. The fair value of stock-based payment awards on the date of grant as determined by the
Black-Scholes model is affected by the Company’s stock price on the date of the grant as well as other assumptions.
Assumptions utilized in the fair value calculations include the expected stock price volatility over the term of the awards
(estimated using the historical volatility of the Company’s stock price), the risk free interest rate (based on the U.S. Treasury
Note rate over the expected term of the option), the dividend yield (assumed to be zero, as the Company has not paid, nor
anticipates paying, any cash dividends in the foreseeable future), and employee stock option exercise behavior and forfeiture
assumptions (based on historical experience and other relevant factors). For performance-based awards, the Company must
also make assumptions regarding the likelihood of achieving performance targets.

Income Taxes

Deferred tax assets and liabilities result from temporary differences between the U.S. GAAP and tax treatment of certain
income and expense items. The Company must assess and make estimates regarding the likelihood that the deferred tax assets
will be recovered. To the extent that it is determined the deferred tax assets will not be recovered, a valuation allowance is
established for such assets. In making such a determination, the Company must take into account positive and negative
evidence including projections of future taxable income and assessments of potential tax planning strategies. At December 31,
2012 and 2011, the Company’s valuation allowance was $8.5 million and $6.0 million, respectively. At the end of 2011, based
on the Company’s assessment of future taxable income, it was determined that the net deferred tax assets in the United States
were expected to be realized and accordingly the valuation allowance on federal deferred tax assets was reversed. This reversal
of the valuation allowance, net of the utilization of domestic net operating losses and other related deferred tax changes of
approximately $6.3 million during 2011, resulted in a deferred tax benefit of approximately $7.7 million which was recognized
in 2011. The net deferred tax assets at December 31, 2012 and 2011 relate to U.S. federal and state, and foreign tax items.

The Company and its subsidiaries file numerous consolidated and separate income tax returns in the United States as well as
various foreign jurisdictions. The Company’s U.S. federal income tax returns for 2009 and subsequent years remain subject to
examination. Additionally, net operating loss carryforwards originating in years prior to 2009 could be subject to examination
to the extent of the loss carryforwards. All material foreign income tax matters have been concluded for years through 2006.

The Company recognizes the tax benefit from uncertain tax positions only if it is more likely than not that the tax position will
be sustained on examination by the applicable taxing authorities, based on the technical merits of the position. The tax benefit
recognized is based on the largest amount of tax benefit that is greater than 50 percent likely of being realized upon ultimate
settlement with the taxing authority. Uncertain tax positions in certain foreign jurisdictions would not impact the effective
foreign tax rate because unrecognized non-current tax benefits are offset by the foreign net operating loss carryforwards, which
are fully reserved. The Company recognizes interest expense on underpayments of income taxes and accrued penalties related
to unrecognized non-current tax benefits as part of the income tax provision. .
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Defined Benefit Pension Plan

Pension benefit costs and liabilities are dependent on assumptions used in calculating such amounts. The primary assumptions
include factors such as discount rates, expected investment return on plan assets, mortality rates and retirement rates. In 2012,
the discount rate assumption used to determine end of year benefit obligations was 4.3%. These rates are reviewed annually
and adjusted to reflect current conditions. Based on this information, the discount rate for 2013 is 4.3%. These rates are
determined based on reference to yields. The compensation increase rate of 2.7% per year is based on historical experience.
The expected return on plan assets of 5.7% for 2013 is derived from detailed periodic studies, which include a review of asset
allocation strategies, anticipated future long-term performance of individual asset classes, risks (standard deviations) and
correlations of returns among the asset classes that comprise the plans’ asset mix. While the studies give appropriate
consideration to recent plan performance and historical returns, the assumptions are primarily long-term, prospective rates of
return. Mortality and retirement rates are based on actual and anticipated plan experience. In accordance with U.S. GAAP,
actual results that differ from the assumptions are accumulated and amortized over future periods and, therefore, generally
affect recognized expense and the recorded obligation in future periods. While management believes that the assumptions used
are appropriate, differences in actual experience or changes in assumptions may affect pension and postretirement obligation
and future expense.

Contingencies
Environmental

Liabilities are recorded when site restoration or environmental remediation and cleanup obligations are either known or
considered probable and can be reasonably estimated. Recoveries of environmental costs through insurance, indemnification
arrangements or other sources are recognized when such recoveries become certain.

The Company capitalizes environmental costs only if the costs are recoverable and the costs extend the life, increase the
capacity, or improve the safety or efficiency of property owned by the Company as compared with the condition of that
property when originally constructed or acquired, or if the costs mitigate or prevent environmental contamination that has yet
to occur and that otherwise may result from future operations or activities and the costs improve the property compared with its
condition when constructed or acquired. All other environmental costs are expensed.

Other

The Company establishes a liability for all other loss contingencies when information indicates that it is probable that an asset
has been impaired or a liability has been incurred and the amount of loss can be reasonably estimated.

Exit or Disposal Cost Obligations

In the fourth quarter of 2009, the first half of 2010 and the second quarter of 2012, the Company committed to cost reduction
initiatives, including planned workforce reductions and restructuring of certain functions. The Company has taken these
specific actions in order to more strategically align its operating, selling, general and administrative costs relative to revenues.
The Company has recorded expenses related to these cost reduction initiatives for severance, lease cancellations, and other
restructuring costs in accordance with FASB ASC 420-10, “Exit or Disposal Cost Obligations” and FASB ASC 712-10,
“Nonretirement Postemployment Benefits.”

Under FASB ASC 420-10, costs associated with restructuring activities are generally recognized when they are incurred. In the
case of leases, the expense is estimated and accrued when the property is vacated. In addition, post-employment benefits
accrued for workforce reductions related to restructuring activities are accounted for under FASB ASC 712-10. A liability for
post-employment benefits is generally recorded when payment is probable, the amount is reasonably estimable, and the
obligation relates to rights that have vested or accumulated. The Company continually evaluates the adequacy of the remaining
liabilities under its restructuring initiatives. Although the Company believes that these estimates accurately reflect the costs of
its restructuring plans, actual results may differ, thereby requiring the Company to record additional provisions or reverse a
portion of such provisions.

Recent Accounting Pronouncements

In July 2012, the FASB issued ASU 2012-02, Intangibles—Goodwill and Other (Topic 350): Testing Indefinite-Lived Intangible
Assets for Impairment. The amendments are effective for annual and interim impairment tests performed for fiscal years
beginning after September 15, 2012. In this update, an entity has the option first to assess qualitative factors to determine
whether the existence of events and circumstances indicates that it is more likely than not that the indefinite-lived intangible
asset is impaired. If, after assessing the totality of events and circumstances, an entity concludes that it is more likely than not
that the indefinite-lived intangible asset is impaired, the entity is then required to determine the fair value of the indefinite-lived
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intangible asset and perform the quantitative impairment test by comparing the fair value with the carrying amount in
accordance with Subtopic 350-30. However, if an entity concludes otherwise, then no further action is required. The adoption
of this guidance in the year ending December 31, 2013 is not expected to have an impact on the Company’s consolidated
financial statements.

In February 2013, the FASB issued ASU 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts Classified Out
of Accumulated Other Comprehensive Income. This guidance is effective for fiscal years beginning after December 15, 2012,
The update adds new disclosure requirements including the effect of significant amounts reclassified from each component of
accumulated other comprehensive income based on its source and the income statement line items affected by the
reclassification. If a component is not required to be reclassified to net income in its entirety, entities would instead cross
reference to the related note to the financial statements for additional information. The adoption of this guidance in the year
ending December 31, 2013 is not expected to have a material impact on the Company’s consolidated financial statements.

Off-Balance Sheet Transactions

The Company was not a party to any off-balance sheet transactions, as defined in Item 303(a)(4)(ii) of Regulations S-K, at
December 31, 2012, or for any of the years ended December 31, 2012, 2011 or 2010.

Inflation and Changing Prices

The Company does not operate or conduct business in hyper-inflationary countries nor enter into long-term supply contracts
that may impact margins due to inflation. Changes in prices of goods and services are reflected on proposals, bids or quotes
submitted to customers.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The Company’s principal market risk exposures (i.e., the risk of loss arising from the adverse changes in market rates and
prices) are to changes in interest rates on the Company’s debt, defined benefit pension obligations, and investment portfolios
and fluctuations in foreign currency.

The Company centrally manages its debt, considering investment opportunities and risks, tax consequences and overall
financing strategies. Based on the amount of variable rate debt, $39.3 million at December 31, 2012, an increase in interest
rates by one hundred basis points would increase annual interest expense by approximately $0.4 million.

For the Company’s defined benefit pension plans, changes in interest rates will impact the discount rate and return on plan
assets, which will effectively increase or decrease the Company’s liabilities associated with benefit obligations under those
plans. Changes in the discount rate and return on plan assets also will result in changes to the amount of pension and
postretirement benefit expense recognized in future periods. Current and expected discount rates and rates of return on plan
assets associated with the plans are discussed above in Item 7.

A significant portion of the Company’s business is exposed to fluctuations in the value of the U.S. dollar as compared to
foreign currencies as a result of the foreign operations of the Company in Australia, Bahrain, Belgium, Canada, China,
Denmark, France, Germany, Malaysia, The Netherlands, New Zealand, Nigeria, Norway, Singapore, Sweden and the United
Kingdom. Overall volatility in currency exchange rates has increased over the past several years. During 2012, currencies have
weakened, as foreign currencies exchange rate changes, primarily the Euro, the Australian Dollar and the British Pound,
relative to the U.S. dollar resulted in an unfavorable impact on the Company’s U.S. dollar reported revenues for the year ended
December 31, 2012 when compared to the year ended December 31, 2011. The revenue impact was somewhat mitigated with
similar exchange effects on operating costs thereby reducing the exchange rate effect on operating income. The Company does
not use interest rate or foreign currency rate hedges.

Based on annual 2012 foreign currency-based revenues and operating income of $147.9 million and $5.8 million, respectively,
a ten percent fluctuation of all applicable foreign currencies would result in an annual change in revenues and operating income
of $13.4 million and $0.5 million, respectively.
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Item 8. Financial Statements and Supplementary Data

The consolidated financial statements and supplementary data of the Company begin on page F-4 of this report. Such
information is hereby incorporated by reference into this Item 8.

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

On June 1, 2012, the Company dismissed Grant Thornton LLP (“Grant Thornton”) as the Company’s independent registered
public accounting firm at the direction of the Board of Directors of the Company and upon the recommendation of the Audit
Committee of the Board. During the years ended December 31, 2011 and 2010 and through the date of this Form 10-K, there
were no (1) disagreements with Grant Thornton on any matter of accounting principles or practices, financial statement
disclosure, or auditing scope or procedures, which disagreements if not resolved to its satisfaction would have caused Grant
Thornton to make reference in its reports on the Company’s consolidated financial statements for such years to the subject
matter of the disagreement, or (2) “reportable events,” as such term is defined in Item 304(a)(1)(v) of Regulation S-K. The
audit reports of Grant Thornton on the consolidated financial statements of the Company, as of December 31, 2011 and for the
years ended December 31, 2011 and 2010, did not contain any adverse opinion or disclaimer of opinion, nor were they
qualified or modified as to uncertainty, audit scope, or accounting principles.

Effective June 1, 2012, the Company’s Audit Committee of the Board of Directors approved the engagement of UHY LLP
(“UHY”) as the Company’s new independent registered public accounting firm to audit the Company’s consolidated financial
statements for the year ending December 31, 2012, During the Company’s two most recent fiscal years and the subsequent
interim period preceding UHY’s engagement, neither the Company nor anyone on behalf of the Company consulted with UHY
regarding the application of accounting principles to any specific completed or contemplated transaction, or the type of audit
opinion that might be rendered on the Company’s financial statements, and UHY did not provide any written or oral advice
that was an important factor considered by the Company in reaching a decision as to any accounting, auditing or financial
reporting issue or any matter that was the subject of a “disagreement” or a “reportable event,” as such terms are defined in
Item 304(a)(1) of Regulation S-K.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company’s management, with the participation of the Company’s principal executive officer and principal financial
officer have evaluated, as required by Rules 13a-15(¢) and 15a-15(e) of the Exchange Act, the disclosure controls and
procedures (as defined in Rule 13a-15(¢) and 15a-15(e) of the Exchange Act), as of the end of the period covered by this
Annual Report on Form 10-K. Based on that evaluation, the principal executive officer and principal financial officer have
concluded that the design and operation of the Company’s disclosure controls and procedures were adequate and effective as of
December 31, 2012 to provide reasonable assurance that information required to be disclosed in the reports that the Company
files or submits under the Exchange Act (15 U.S.C 78a et seq.) is recorded, processed, summarized and reported within the
time periods specified in the Commission’s rules and forms, and is accumulated and communicated to the Company’s
management, including its principal executive and principal financial officers, or persons performing similar functions, as
appropriate to allow timely decisions regarding required disclosure.

Management’s Annual Report on Internal Control over Financial Reporting

Management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting
(as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act). Internal control over financial reporting is a process
designed by, or under the supervision of, the Company’s principal executive and principal financial officers, or persons
performing similar functions, and effected by the Company’s board of directors, management and other personnel, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles in the United States and includes those policies and
procedures that (i) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions
and dispositions of the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the Company are being made only in accordance with authorizations of management and directors of the
Company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the Company’s assets that could have a material effect on the financial statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Therefore,
even those systems determined to be effective can provide only reasonable assurance with respect to financial statement
preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Management with the participation of the Company’s principal executive and financial officers assessed the effectiveness of
the Company’s internal control over financial reporting as of December 31, 2012 using the framework and criteria set forth by
the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control — Integrated
Framework. Management’s assessment included an evaluation of the design of internal control over financial reporting and
testing of the operational effectiveness of its internal control over financial reporting. Based on this assessment, management
has concluded that the Company maintained effective internal control over financial reporting as of December 31, 2012.

UHY LLP, as independent registered public accounting firm, has audited the effectiveness of the Company’s internal control
over financial reporting as of December 31, 2012, as stated in their report included herein.

Changes in Internal Controls Over Financial Reporting

There has been no change in the Company’s internal control over financial reporting during the quarter ended December 31,
2012 that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial
reporting.

Item 9B. Other Information

None.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this Item 10 will be contained in the Company’s definitive Proxy Statement to be filed pursuant to
Regulation 14A of the Exchange Act in connection with the Company’s 2013 Annual Meeting of Stockholders and is
incorporated herein by reference.

Item 11. Executive Compensation

The information required by this Item 11 will be contained in the Company’s definitive Proxy Statement to be filed pursuant to
Regulation 14A of the Exchange Act in connection with the Company’s 2013 Annual Meeting of Stockholders and is
incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this Item 12 will be contained in the Company’s definitive Proxy Statement to be filed pursuant to
Regulation 14A of the Exchange Act in connection with the Company’s 2013 Annual Meeting of Stockholders and is
incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this Item 13 will be contained in the Company’s definitive Proxy Statement to be filed pursuant to
Regulation 14A of the Exchange Act in connection with the Company’s 2013 Annual Meeting of Stockholders and is
incorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information required by this Item 14 will be contained in the Company’s definitive Proxy Statement to be filed pursuant to
Regulation 14A of the Exchange Act in connection with the Company’s 2013 Annual Meeting of Stockholders and is
incorporated herein by reference.
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PART IV

Item 15. Exhibits, Financial Statement Schedules

Beginning
Page
(a) Financial Statements and Schedules
(1) Index to Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm Regarding Internal Control over Financial Reporting .. F-1
Reports of Independent Registered Public Accounting Firms Regarding the Consolidated Financial Statements..... F-2
Consolidated Balance Sheets at December 31,2012 and 2011 ......c.ooveveeieieeiiiieececeeeeeeeee et e F-4
Consolidated Statements of Income for the years ended December 31, 2012, 2011 and 2010.......ccccocrienennnicancnne. F-5
Consolidated Statements of Comprehensive Income (Loss) for the years ended

December 31, 2012, 2011 a0 2010.........cciiiioriiieeeeeeeeeeeereereereeeseeseensssstaerssssasseressesessessssossessorsosessossersonssrsonens F-6
Consolidated Statements of Changes in Stockholders’ Equity for the years ended December 31, 2012,

2011 AN 2010 .. cuiieieie ittt et e e re s e st s e et eseesb s et e e ea bt ebbensebeeataase sk e bt eaben bt eae£aat et e se e st aateabe st eatetaateeseereeeaeens F-7
Consolidated Statements of Cash Flows for the years ended December 31, 2012, 2011 and 2010.......cccceceeverernnenne. F-8
Notes to Consolidated Financial StatemeNtS..........cccciviriiiiiviuieiiieenieteerreeesrereseeesseesesssressenesesesessessssresesssessnsssssanesenes F-9

(2) Schedules:

None

Schedules have been omitted because of the absence of the conditions under which they are required or because the
required information is included in the consolidated financial statements or related notes thereto.
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(b) Exhibits

The following exhibits are filed as part of this Annual Report on Form 10-K or are incorporated herein by reference:

3.1 Restated Certificate of Incorporation of the Registrant, dated September 26, 1979, incorporated by reference
herein to Exhibit 3.1 to the Registrant’s Registration Statement on Form S-16.

3.2 Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant, dated April 30, 1981,
incorporated by reference herein to Exhibit 3.2 to the Registrant’s Form 10-K for the year ended December 31,
1981.

33 Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant, dated May 28, 1985,
incorporated by reference herein to Exhibit 4.1 to the Registrant’s Form 10-Q for the quarter ended June 30,
1985.

34 Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant, dated September 17,
1985, incorporated by reference herein to Exhibit 4.1 to the Registrant’s Form 10-Q for the quarter ended
September 30, 1985.

3.5 Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant, dated July 10, 1990,
incorporated by reference herein to Exhibit 3.5 to the Registrant’s Form 10-K for the year ended December 31,
1990.

3.6 Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant, dated September 21,

1990, incorporated by reference herein to Exhibit 3.5 to the Registrant’s Form 10-Q for the quarter ended
September 30, 1990.

3.7 Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant, dated August 8, 2001,
incorporated by reference herein Exhibit 3.1 to the Registrant’s Current Report on Form 8-K filed on August 22,
2001.

38 By-laws of the Registrant, as amended and restated June 14, 2007, filed as Exhibit 3.1 to the Registrant’s Current

Report on Form 8-K filed on June 20, 2007, which exhibit is hereby incorporated by reference.

4.1 Certificate of Designation, Preferences and Rights related to the Registrant’s Series B Junior Participating
Preferred Stock, filed as Exhibit 4.2 to the Registrant’s 10-K for the year ended December 31, 2008, which
exhibit is incorporated herein by reference.

4.2 Rights Agreement, dated as of April 15, 2008, between the Registrant and The Bank of New York Trust
Company, N.A., a national banking association, as Rights Agent, which includes as exhibits, the Form of Rights
Certificate and the Summary of Rights to Purchase Stock, filed as Exhibit 4.1 to the Registrant’s Form 8-A/A
filed on April 18, 2008, which exhibit is incorporated herein by reference.

43 Letters to stockholders of the Registrant, dated April 19, 2008 (incorporated by reference herein to Exhibit 4.2 to
the Registrant’s Form 8-A/A filed on April 18, 2008).

10.1* Amended and Restated Change in Control Agreement effective January 1, 2009, filed as Exhibit 10.1 of the
exhibits to the Registrant’s Form 10-K for the year ended December 31, 2008, which exhibit is hereby
incorporated by reference.

10.2* Amended and Restated Change in Control Agreement effective January 1, 2009, filed as Exhibit 10.2 of the
exhibits to the Registrant’s Form 10-K for the year ended December 31, 2008, which exhibit is hereby
incorporated by reference.

10.3* Amended and Restated Change in Control Agreement effective January 1, 2009, filed as Exhibit 10.3 of the
exhibits to the Registrant’s Form 10-K for the year ended December 31, 2008, which exhibit is hereby
incorporated by reference.

10.4* Furmanite Corporation (formerly Xanser Corporation and formerly Kaneb Services, Inc.) Savings Investment
Plan, as amended, filed as Exhibit 4.10 of the exhibits to the Registrant’s Registration Statement on Form S-8
(“Form S-8”) (S.E.C. File No. 033-41295) as Exhibit 4.1 to the exhibits of the Registrant’s Form S-8 (S.E.C. File
No. 333-14067), and as Exhibit 4.9 to the exhibits of the Registrant’s Form S-8 (S.E.C. File No. 333-83968),
which exhibits are hereby incorporated by reference.
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10.5%

10.6*

10.7*

10.8*

10.9%*

10.10*

10.11

10.12

10.13

10.14

10.15*

10.16*

10.17*

10.18*

10.19*

10.20*

10.21*

Furmanite Corporation (formerly Xanser Corporation and formerly Kaneb Services, Inc.) 1994 Stock Incentive
Plan as Amended, as Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed on August 22, 2001, and
as Exhibit 10.1 to the exhibits of the Registrant’s Form 10-Q for the period ended June 30, 2003, which exhibits
are hereby incorporated by reference.

Furmanite Corporation 1994 Stock Incentive Plan as amended and restated March 4, 2009, as Appendix A to
Schedule 14A filed on April 7, 2009, and as Exhibit 99.1 to the exhibits of the Registrant’s Form S-8 filed on
June 1, 2009, which Appendix A and exhibits are hereby incorporated by reference.

Kaneb Services, Inc. $1.63 Director Stock Options, filed as Exhibit 4.12 to the exhibits of the Registrant’s Form
S-8 (S.E.C. File No. 033-58981), which exhibit is hereby incorporated by reference.

Kaneb Services, Inc. Directors Stock Options I, filed as Exhibit 4.6 to the exhibits of the Registrant’s Form S-8
(S.E.C. File No. 333-14069), which exhibit is hereby incorporated by reference.

Kaneb Services, Inc. 1996 Directors Stock Incentive Plan, as amended, filed as Exhibit 4.6 to the exhibits of the
Registrant’s Form S-8 (S.E.C. File No. 333-14071) and as Exhibit 4.1 to the exhibits of the Registrant’s Form S-
8 (S.E.C. File No. 333-22109), and as supplemented, filed as Exhibit 4.2 to the Exhibits of the Registrant’s Form
S-8 (S.E.C. File No. 333-60195), which exhibits are hereby incorporated by reference.

Kaneb Services, Inc. 1994 Stock Option Agreements, filed as Exhibits 10.1, 10.2, 10.3 and 10.4 to the exhibits of
the Registrant’s Form S-8 (S.E.C. File No. 333-34496), which exhibits are hereby incorporated by reference.

Form of Indemnification Agreement filed as Exhibit 10.12 of the exhibits to the Registrant’s Form 10-K for the
year ended December 31, 2008, which exhibit is hereby incorporated by reference.

Credit Agreement, dated July 31, 2009, among Furmanite Worldwide, Inc. and certain subsidiaries, as
Borrowers, Bank of America, N.A. as Administrative Agent, Compass Bank as Syndication Agent and the
Lenders party thereto, incorporated by reference herein to Exhibit 10.1 to the Registrant’s Current Report on
Form 8-K filed on August 7, 2009.

Guaranty and Collateral Agreement, dated July 31, 2009, among Furmanite Worldwide, Inc. and each of the
other grantors (as defined therein) in favor of Bank of America, N.A. as Administrative Agent incorporated by
reference herein to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K filed on August 7, 2009.

Consulting Agreement, dated April 7, 2010, among Furmanite Corporation and Michael L. Rose, the Company’s
former Chief Executive Officer, as Consultant, incorporated by reference herein to Exhibit 4.4 to the Registrant’s
Form 10-Q for the quarter ended March 31, 2010.

Furmanite Corporation 1994 Stock Incentive Plan as amended and restated June 14, 2011, incorporated by
reference herein to Exhibit 10.1 to the Registrants Form 10-Q for the quarter ended June 30, 2011.

Performance Based Long Term Executive Incentive Restricted Stock Grants, incorporated by reference herein to
Exhibit 10.2 to the Registrants Form 10-Q for the quarter ended June 30, 2011.

Credit Agreement, dated as of March 5, 2012, among Furmanite Worldwide, Inc. and certain subsidiaries, as
Borrowers, JPMorgan Chase, N.A., as Administrative Agent, Wells Fargo Bank, N.A. as Syndication Agent and
the Lenders party thereto, incorporated by reference herein to Exhibit 10.1 to the Registrant’s Current Report on
Form 8-K filed on March 6, 2012.

Guaranty and Collateral Agreement, dated as of March 5, 2012, among Furmanite Worldwide, Inc. and each of
the other grantors (as defined therein) in favor of JPMorgan Chase Bank, N.A., as Administrative Agent,
incorporated by reference herein to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K filed on March
6,2012.

Parent Pledge Agreement, dated as of March 5, 2012, made by Furmanite Corporation in favor of JPMorgan
Chase Bank, N.A., as Administrative Agent, incorporated by reference herein to Exhibit 10.3 to the Registrant’s
Current Report on Form 8-K filed on March 6, 2012.

Furmanite Corporation 401(k) Savings Investment Plan (Amendment and Restatement Effective February 1,
2012), incorporated by reference herein to Exhibit 10.1 to the Registrant’s Form 11-K filed on June 27, 2012.

Form of Long-Term Performance-Based Restricted Stock Agreement, incorporated by reference herein to
Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed on July 2, 2012.
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10.22*

Form of Long-Term Performance-Based Stock Option Agreement, incorporated by reference herein to Exhibit
10.2 to the Registrant’s Current Report on Form 8-K filed on July 2, 2012.

21.1+ List of subsidiaries of the Registrant.

23.1+ Consent of UHY LLP.

232+ Consent of Grant Thornton LLP.

311+ Certification of Chief Executive Officer, Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, dated as of
March 8, 2013.

312+ Certification of Principal Financial Officer, Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, dated as
I(i/t;arch 8, 2013.

32,1+ Certification of Chief Executive Officer, Pursuant to Section 906(a) of the Sarbanes-Oxley Act of 2002, dated as
of March 8, 2013.

322+ Certification of Principal Financial Officer, Pursuant to Section 906(a) of the Sarbanes-Oxley Act of 2002, dated
as of March 8§, 2013.

101.INS** XBRL Instance Document

101.SCH** XBRL Taxonomy Extension Schema Document

101.CAL** XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB** XBRL Taxonomy Extension Label Linkbase Document

101.DEF** XBRL Taxonomy Definition Linkbase Document

101.PRE** XBRL Taxonomy Extension Presentation Linkbase Document

* Denotes management contracts.

*%  These exhibits are furnished herewith. In accordance with Rule 406T of Regulation S-T, these exhibits are not deemed to
be filed or part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933,
as amended, are not deemed to be filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended,
and otherwise are not subject to liability under these sections.

Filed herewith.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
of Furmanite Corporation

We have audited Furmanite Corporation (a Delaware corporation) and subsidiaries’ internal control over financial reporting as
of December 31, 2012, based on criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSQ). Furmanite Corporation and subsidiaries’ management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in the accompanying Management’s Annual Report on Internal Control over
Financial Reporting. Our responsibility is to express an opinion on Furmanite Corporation and subsidiaries’ internal control
over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Furmanite Corporation and subsidiaries maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2012, based on criteria established in Internal Control—Integrated Framework issued
by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheet of Furmanite Corporation and subsidiaries as of December 31, 2012, and the related
consolidated statements of income, comprehensive income (loss), changes in stockholders’ equity and cash flows for the year
then ended and our report dated March 7, 2013 expressed an unqualified opinion.

/s/ UHY LLP

Houston, Texas
March 7, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
of Furmanite Corporation

We have audited the accompanying consolidated balance sheet of Furmanite Corporation (a Delaware Corporation) and
subsidiaries (collectively, the “Company”) as of December 31, 2012, and the related consolidated statements of income,
comprehensive income (loss), changes in stockholders’ equity and cash flows and for the year then ended. These consolidated
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Furmanite Corporation and subsidiaries as of December 31, 2012, and the consolidated results of their
operations and their cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Furmanite Corporation and subsidiaries’ internal control over financial reporting as of December 31, 2012, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) and our report dated March 7, 2013 expressed an unqualified opinion.

/s/ UHY LLP

Houston, Texas
March 7, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
of Furmanite Corporation

We have audited the accompanying consolidated balance sheets of Furmanite Corporation (a Delaware Corporation) and
subsidiaries as of December 31, 2011, and the related consolidated statements of income, comprehensive income (loss),
stockholders’ equity, and cash flows for each of the two years in the period ended December 31, 2011. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Furmanite Corporation and subsidiaries as of December 31, 2011, and the results of its operations and its cash flows
for each of the two years in the period ended December 31, 2011 in conformity with accounting principles generally accepted
in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Furmanite Corporation and subsidiaries’ internal control over financial reporting as of December 31, 2011, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) and our report dated March 8, 2012 expressed an unqualified opinion.

/s/ GRANT THORNTON LLP

Dallas, Texas
March §, 2012
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FURMANITE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

December 31,

December 31,

2012 2011
Assets
CUITENE ASSEES: ..viiivreireieireesrereseeeerraresateeesineesbaesotetesistesaneeaaetesessaeessnsesesaesasnaessssrsonasesiosasesanerseenss
Cash and cash eGUIVAIENTS..........eoviveveeerceirieiriri sttt sttt e $ 33,185 § 34,524
Accounts receivable, trade (net of allowance for doubtful accounts of $1,648 and $1,272 as
of December 31, 2012 and 2011, reSpectively) ....ccocvvrireiieiieeiienieeeceeic s, 77,042 71,508
INIVEITOTIES, NMEL ...\ iieieiiivisieeeereeeeteeteeteetecaate b e st eeseteeressetas e saesbens et s ebeseesseseatesbeseearenee seeesnesbens 31,711 26,557
Deferred taX aSSEtS, CUITEME.......veeeicivreeirererreretieerireersiesssieeeersnresassesesnecossessennaessresssnnecsssnnessens 7,612 6,915
Prepaid expenses and other CUIrent assetS.........covivinrieiiieirinecee et 7,743 6,256
TOtA] CUITENT ASSELS .e.vvvvieveerreveresseevesteeseseisessissesessessesssesessasessesssessestaseneesessssesnessenssanen 157,293 145,760
Property and eqUIPIMENT.........cceeuiiiririiiriiie i s 93,375 82,758
Less: accumulated depreciation and amortization ..........c.ccceoeeeniniereriircnieeeeciciieee e, (51,132) (48,698)
Property and equipment, NEt ........ccccceererirrcrneeiiiieiieer et e 42,243 34,060
GOOAWIIL ...ttt sttt st e st e cabe e e e s e sen e r e e s e s san s sib s e ht s e b s et e ar e anessanenan et 15,524 14,624
Deferred tax aSSEts, NOM-CUITEIE .........ccvvioverteerrieeerteeeereeseeereereeeesssessesasssnssessersansessesssessessesressesseane 5,276 5,582
Intangible and Other ASSELS, NEL.........oeirueiirireecccirieiereiet e rev et anae s anaas 11,292 7,206
TOTAL ASSELS «vvevvvereeeeeeeee et eeesetee e eeeeereeeeeeeeeaeeseesssssatsaerantesansesssssesnsnesssbseenssaeesssaeeenraerans $ 231,628 $ 207,232
Liabilities and Stockholders’ Equity
Current liabilities:
Current portion of IoNg-terM bt ..........ceveururirericereeres et srastnenee $ 2,190 § 4,112
ACCOUNTS PAYADIE .....oiiiiiieieie ettt b bttt 21,595 17,381
Accrued expenses and other current liabilities........c.oo.eueiivnnnnociiieee e 25,728 19,176
INCOME TAXES PAYADIE .....ovoviviviviieieee ettt st oot sae bt 926 1,330
TOtal CUITENT TADIIIEIES <. eeeeeeeeee et e e ee et e erte s e e esaee e erseeeesbes s etsesenneeens 50,439 41,999
Long-term debt, NON-CUITENT.......coviiririeciieieie ettt et ns 39,609 31,051
Net PENSION HABIIEY ......oovoviiii ittt e s e 18,536 12,374
OthEr HHADIIIES ....cvveivveireiets et eerecette et e e e e ettt e e sbaeseeesbn e emesesneresessanesbessbessabesaneosnsseanessrn e 3,965 2,919
Commitments and contingencies (Note 13)
Stockholders’ equity:
Series B Preferred Stock, unlimited shares authorized, none outstanding ........c..cocceevevceeeane, — —
Common stock, no par value; 60,000,000 shares authorized; 41,329,538 and 41,140,538
shares issued as of December 31, 2012 and 2011, respectively ......c.ooovrvieieriiinieinceiennns 4,783 4,765
Additional paid-in CAPItAl.........ceereieeririeie e 134,521 133,062
RELAINEA AITHNES .....ooveveviriereereeeeeeeeeies et st tensereseseesuems s besb st s bbb sesa e anss et ebesenneaess 12,402 11,597
Accumulated other comprehensive 10SS......c.covvvviviiiiiiin i (14,614) (12,522)
Treasury stock, at cost (4,008,963 shares as of December 31, 2012 and 2011)......cccccunnnin (18,013) (18,013)
Total SOCKNOIAETS” EQUILY .......vvveverevieiiiiise e ees ettt sens 119,079 118,889
Total liabilities and stockholders” qUILY.........ccoiivirieerieirieiereeereerente et oo $ 231,628 § 207,232

The accompanying notes are an integral part of these consolidated financial statements.
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FURMANITE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)

Years Ended December 31,

2012 2011 2010

REVEINUES ......covviviririiteteseteestete e tsssssssssssassassssatesassssasasassasassssseseseseesesesesensstesesasasasssnsssnnsas $ 326,492 $ 3162207 $ 285953
Costs and expenses:

Operating costs (exclusive of depreciation and amortization)............c.ccceoeeveveevneee. 233,337 219,146 194,594

Depreciation and amOTtiZation EXPENSE...........oeuererurrersreeisserassrssesensesinsesesssesonsesenss 8,889 8,231 6,490

Selling, general and adminiStrative EXPENSE.........ccourverrrerrsenrerseesessestssesessesssesssnses 76,754 68,379 71,209
Total COSES ANA EXPENSES .......vveveirererrersrresiersessrsesrssssssssessssessssesessesessssessessssesassesarssssesaseas 318,980 295,756 272,293
OPETALINGZ INCOMIE ......cvovereeveeeeiseseesessiesssesessssesssessssessssessessssessssessssesesssssssessssssassssasssssasssses 7,512 20,451 13,660
Interest income and other iNCOME (EXPENSE), TIEL........veveerviriserrrrnreenrriesesesererorersrerenenenses (237) (126) 549
TNEETESE EXPEIISE . ..cuvrveverererersrireesssssesessssessassesessesesessssssesassssesessssesesesesssssssessssasessassesessssess (1,105) (1,017) (943)
INCOME DEFOTE IMCOMIE LAXES ....covurerrirererirerierereesissseereretesesereressssnsrerenenesesssssnsassssssosesasens 6,170 19,308 13,266
Income tax (EXPENSE) DENETIt .........cucvverereierieiereeiter et eseses st s s esse s nessene (5,365) 4,662 (3,780)

NEL INCOME ...verereeerrieeieririirrssresrnsessnessretesssesessesebesssssssnssesssesesassnsnesesasesesesessnes $ 805 23970 $ 9,486
Earnings per common share:

BASIC ...vuiveviveiesertseeses ettt esass st e bt b st st b b be b bbb et a b b st e b ne b bae s e s e b naeee $ 0.02 065 § 0.26

DIIULEA ...ttt vt r e st e e e e s re e st e e saessaesnbeesbesssssnsasssessteasbanssnsans $ 0.02 064 § 0.26
Weighted-average number of common and common equivalent shares used in

computing earnings per common share:
BASIC.vuiviveveiriscisienestar e st s s a st esas s st a bbb bt a bttt a e a s sa s 37,266 37,034 36,751
DIIULEA ...t es e ses e sen e e re e e e bsae b s e s e e ba s s e e s eeabaeansarnes 37,494 37,296 36,944

The accompanying notes are an integral part of these consolidated financial statements.
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FURMANITE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in thousands)

Years Ended December 31,

2012 2011 2010
INEL ITICOIMIE ..o eeveeeeeseveeeteeeeeeaeeeeseeeeneresestosesassssntessseesasesssateeassesassaassessssenssenrasnbasnreesasesssassenssans $ 805 § 23970 $ 9,486
Other comprehensive income (loss) before tax: ..o
Defined benefit pension Plans:.........ccocvvriiinninii e
Prior service cost arising during period..........cccccoviveviiiinicniiieniicnncnenn (175) (195) (213)
Net (loss) gain arising during period..........cc.ccccviiiiniiinnnniees (5,361) (3,687) 5,056
Less: Amortization of prior service cost included in net periodic
PEMSION COSE .ovnvniertniurereeictcieiie st s s s e re s ra s 97 98 94
Defined benefit pension plans, Net..........c.ccceeveevreomircrniecnniiine e (5,439) (3,784) 4937
Foreign currency translation adjustments .............ccovvvvvriniecniniiniencnce 2,237 (1,022) (260)
Total other comprehensive income (108s) before tax..........cocoevviivviniiiinneeeceeins (3,202) (4,8006) 4,677
Income tax expense (benefit) related to components of other comprehensive income
(LOSS) v.veveveveriseieteteceseianeseseesebes et ebebeseata et e bt ne bk et r et r e 1,110 687 (1,453)
Other comprehensive income (108s), Net 0f taX ........c.ccocceeiiviniiiine s (2,092) 4,119) 3,224
Comprehensive iNCOME (10SS) ......vucurrerruirerrerrirernetnieiessecseecesessosesenssssssssss s snsen s snes $ (1,287) $ 19,851 $ 12,710

The accompanying notes are an integral part of these consolidated financial statements.



FURMANITE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

(in thousands, except share data)

(Accumulated Accumulated

Common Shares Additional Deficit) Other
Common Paid-In Retained Comprehensive Treasury
Issued Treasury  Stock Capital Earnings Income (Loss) Stock Total

Balances at January 1,2010 ............ 40,682,815 4,008,963 $4,723 $132,106 $(21,859) $(11,627) $(18,013) $ 85,330
Netincome ..............coovununnnn. — s — — 9,486 — — 9,486
Stock-based compensation and

stock option exercises............... 242,804 — 22 1,469 — — — 1,491
Change in pension net actuarial loss and

prior service credit, netof tax. ........ — — — — — 3,484 — 3,484
Other. . ..o — — — (1,443) — - — (1,443)
Foreign currency translation adjustment. . . . — — — — —~ (260) — (260)
Balances at December 31,2010.......... 40,925,619 4,008,963 4,745 132,132 (12,373) (8,403) (18,013) 98,088
Netincome ..........cooviiivnnnn.. — — — — 23,970 — — 23,970
Stock-based compensation and

stock option exercises............... 214,919 — 20 930 — — — 950
Change in pension net actuarial loss and

prior service credit, netof tax. ........ — — — — — (3,097) —_ (3,097)
Foreign currency translation adjustment. . . . — — — — — (1,022) — (1,022)
Balances at December 31,2011.......... 41,140,538 4,008,963 $4,765 $133,062 $ 11,597 $(12,522) $(18,013) $118,889
Netincome ..............coovuiiin.n.. — — — — 805 — — 805
Stock-based compensation and

stock option exercises............... 189,000 — 18 1,459 —_ — _ 1,477
Change in pension net actuarial loss and

prior service credit, net of tax......... — — — — — (4,329) — (4,329)
Foreign currency translation adjustment. . . . — — — — — 2,237 — 2,237
Balances at December 31,2012, ...... ... 41,329,538 4,008,963 §$4,783 $134,521 $ 12,402 $(14,614) $(18,013) $119,079

The accompanying notes are an integral part of these consolidated financial statements.
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FURMANITE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
Years Ended December 31,
2012 2011 2010
Operating activities:
NELINCOIMIE ... reeeeeaeeseeeeerensebsaesebesesesasaas st seseaentot st resessasaentsisestaaabebaransassbsrsans $ 805 $ 23970 $ 9,486
Reconciliation of net income to net cash provided by operating activities:
Depreciation and amOTtiZation............ceeerererieisies e 8,889 8,231 6,490
Provision for doubtful aCCOUNLS..........cccorertrveerenrine i 1,604 392 113
Stock-based COMPENSAtioN EXPENISE........uerurrererereiessiernrsrserersesesesesinnssseasass 893 680 913
Deferred INCOME LAXES ......ovveeeeriererrerreeseresteesssseressestessessereesesanessessssssssrsssessesasses 1,441 (9,342) 286
OURET, DL .......oivevereeeeeereeerensrssetesesee st e s eae e e ees e bsb s bbb sras s b ebe e saas s snebenans 1,914 960 (141)
Changes in operating assets and liabilities, net of effect of acquisitions:
ACCOUNES TECEIVADIC ..o v crecinvecerrerirecsreseeecseessessaessasassaneraasesens (6,534) (8,174) (11,582)
TILVENEOTAES <.ovevvereeeereiisesssreessisseesseeessessasssnseseessssasssassressasessesrsnssssossnssanens (3,690) (2,803) 2,475
Prepaid expenses and other current assets .........cvevveeinenencsceennciinnes (741) (522) 658
ACCOUNES PAYADIE ....cververceereririiiiiiic et b 4,265 (504) 868
Accrued expenses and other current liabilities........cocoooevnnneiinnin 6,529 (5,564) (461)
INCOME taXES PAYADIE.........veererciisiiricte et (735) 434 (1,020)
OLhET, TIE ...ccvvviereieenierreertee et s e e sntsiss st e n e e a e s e rn e bass et aneses 237 130 (249)
Net cash provided by operating actiViti€s........ccooueeurmeiireiiemseserenrnirici e 14,877 7,888 7,836
Investing activities:
Capital €XPENAItUTES.......c.ovrivirritiiieriire et (9,286) (6,450) (7,312)
Acquisition of businesses, net of cash acquired of $1,185 in 2011 .....cccovvvvvvivninnnn (12,540) (4,073) (350)
Proceeds from SAlE OF ASSELS.......co.vivrvrvererererrriesereesesessssssseneesesersarnessesssssssssnsnssssssens 140 137 574
Net cash used in investing ACHVILES ......c.cocvrureencniiiiiiieien et (21,686) (10,386) (7,088)
Financing activities:
PAYMENLS ON AEDL ....oovverererirereceerierieeesensseassssrass bbbt st sesss s ssenisentoes (34,191) (207) 237)
Proceeds from issuance of debt.........ccocvverivnciniininiiiee e 39,300 — 78
Dbt ISSUANCE COSLS ...vnrervrrrireerirereriiersisisieniisisee s be e se i e nersnssebosss st sinensas (595) — —
Issuance Of COMINON SLOCK .......uvvecverrirrronercirrrreeericeeieneressarcentestesbeesnsesssasseaasneaas 584 270 578
Net cash provided by financing activities.........cocoueieierinennnincine i 5,098 63 419
Effect of exchange rate changes on Cash ..o 372 (211) (114)
(Decrease) increase in cash and cash equivalents............cccooerriiennicininni (1,339) (2,646) 1,053
Cash and cash equivalents at beginning of YEar ..........ccccuruiernrmrrnrieniesiissis s 34,524 37,170 36,117
Cash and cash equivalents at end Of Year .........ccccouiiriiiiiieninincs e $ 33,185 § 34,524 37,170
Supplemental cash flow information:
Cash paid fOr INLETESE .......ccvrereirceeiiiiieteie e e $ 904 $ 713 782
Cash paid for income taxes, net of refunds received..........cooreniiiiinnininnnnn. $ 4063 § 4,037 3,491
Non-cash investing and financing activities:
Issuance of notes payable to equity holders related to acquisition of business.......... $ — $ 5050 —
Debt incurred for purchase of SSELS ..........ccvewerurcerurirmimmsnmiesasssssassssssssssssssesssenes $ 1444 § — —

The accompanying notes are an integral part of these consolidated financial statements.
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FURMANITE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Description of Business and Summary of Significant Accounting Policies

Description of Business

Furmanite Corporation (the “Parent Company”) together with its subsidiaries (collectively, the “Company” or “Furmanite”)
provides specialized technical services, including on-line services (formerly referred to as “under pressure services”) such as
leak sealing, hot tapping, line stopping, line isolation, composite repair, valve testing and certain non-destructive testing and
inspection. In addition, the Company provides off-line services (formerly referred to as “turnaround services”) including on-
site machining, heat treatment, bolting, valve repair and other non-destructive testing and inspection services; and other
services including smart shim services, concrete repair, engineering services and valve and other products and manufacturing,
These services and products are provided primarily to electric power generating plants, petroleum industry, which includes
refineries and offshore drilling rigs (includes subsea), chemical plants and other process industries in the Americas (which
includes operations in North America, South America and Latin America), EMEA (which includes operations in Europe, the
Middle East and Africa) and Asia-Pacific through a wholly owned subsidiary of the Parent Company, Furmanite Worldwide,
Inc. (“FWI”), and its domestic and international subsidiaries and affiliates. Furmanite currently operates over 25 offices in the
United States (“U.S.”) including Saraland, Alabama; Benicia, California; Fairfield, California; Torrance, California; Lombard,
[llinois; Hobart, Indiana; Geismar, Louisiana; Gonzales, Louisiana; Sulphur, Louisiana; Paulsboro, New Jersey; Charlotte,
North Carolina; Muskogee, Oklahoma; Tulsa, Oklahoma; Pittsburgh, Pennsylvania; Rock Hill, South Carolina; Houston,
Texas; La Porte, Texas; Salt Lake City, Utah and Kent, Washington. The worldwide operations are further supported by offices
currently located on six continents in Aruba, Australia, Azerbaijan, Bahrain, Belgium, Canada, China, Denmark, France,
Germany, Malaysia, The Netherlands, New Zealand, Norway, Singapore, Sweden and the United Kingdom (“U.K.”) and by
licensee and agency arrangements which are based in Argentina, Brazil, Dominican Republic, Egypt, Hungary, Italy, Japan,
Mexico, Peru, Puerto Rico, Romania, South Africa, Thailand, Turkey and the United Arab Emirates.

The Company’s common stock, no par value, trades on the New York Stock Exchange under the ticker symbol “FRM”.

The Consolidated Financial Statements include the accounts of the Company and its wholly-owned subsidiaries. The following
significant accounting policies are followed by the Company and its subsidiaries in the preparation of its Consolidated
Financial Statements. All intercompany transactions and balances are eliminated in consolidation.

Cash and Cash Equivalents

Cash is generally invested in high credit quality and highly liquid short-term investments with original maturities of three
months or less. Accordingly, uninvested cash in excess of requirements for operating purposes is kept at minimum levels. Cash
equivalents are stated at cost, which approximates market value, and are primarily invested in conservative, highly-rated
instruments issued by financial institutions or government entities with strong credit ratings. At certain times, such amounts
exceed the Federal Deposit Insurance Corporation (“FDIC”) insurance limits. The Company had short-term investments with
two financial institutions at December 31, 2012 that were not insured by the FDIC in the amount of $11.0 million. The
Company has not experienced any losses on these investments. Cash in foreign bank accounts at December 31, 2012 and 2011
was $15.4 million and $14.3 million, respectively.

Accounts Receivable

The majority of accounts receivable are due from companies with petroleum refineries, chemical plants, offshore energy
production platforms, steel mills, nuclear power stations, conventional power stations, pulp and paper mills, food and beverage
processing plants and other flow-processing facilities. Credit is extended based on evaluation of the customer’s financial
condition and generally collateral is not required. Accounts receivable outstanding longer than contractual payment terms are
considered past due. The Company regularly evaluates and adjusts for doubtful accounts receivable based on a combination of
write-off history, aging analysis and information available on specific accounts. The Company writes off accounts receivable
when they become uncollectible. Any payments subsequently received on such receivables are credited to the allowance in the
period the payment is received.
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FURMANITE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Changes in the allowance for doubtful accounts for the years ended December 31, are as follows (in thousands):

2012 2011 2010
Allowance for doubtful accounts at beginning of Year..........cccocevnriirinniinieieisinnnneninenes $ 1272 $ 1497 § 1,617
Provisions for dOUbHfUL ACCOUMNLS .........cecveierveeciiieriitenrrer ettt e rvas e rneaeans 1,604 392 113
CUITENCY AAJUSHMENLS ....cueiireniirititiir sttt sttt b 38 (26) 2
Write-0ffs, NEt Of TECOVEIIES ....urvviiveieiiireceeerencits et e (1,266) (591) (235)
Allowance for doubtful accounts at end Of Year..........c.ouicviiiirivmenniniinene e $ 1648 $ 1272 § 1497

Inventories

Inventories are valued at the lower of cost or market. Cost is determined using the weighted average cost method. Inventory
quantities on hand are reviewed regularly based on related service levels and functionality, and carrying cost is reduced to net
realizable value for inventories in which their cost exceeds their utility, due to physical deterioration, obsolescence, changes in
price levels or other causes. The cost of inventories consumed or products sold are included in operating costs.

Property and Equipment

Property and equipment are carried at historical cost. Certain leases have been capitalized and the leased assets have been
included in property and equipment. Additions of new equipment and major renewals and replacements of existing equipment
are capitalized. Repairs and minor replacements that do not materially increase values or extend useful lives are expensed in
the period in which they are incurred. Depreciation of property and equipment is provided on a straight-line basis at rates based
upon the expected useful lives of the various classes of assets. The expected useful lives of property and equipment are as
follows: buildings—forty years, machinery and equipment—five to ten years, furniture and fixtures—three to five years,
vehicles—four to six years and other property and equipment—two to five years.

Long-Lived Assets
Property, Plant and Equipment

The Company accounts for property, plant and equipment in accordance with the provisions of Financial Accounting Standards
Board (“FASB”) Accounting Standards Codification (“ASC”) 360, Property, Plant, and Equipment. Under FASB ASC 360,
the Company reviews property, plant and equipment for impairment whenever events or changes in business circumstances
indicate that the carrying amount of the assets may not be fully recoverable or that the useful lives of these assets are no longer
appropriate. Factors that may affect recoverability include changes in planned use of equipment, closing of facilities and
discontinuance of service lines. Property and equipment to be held and used is reviewed at least annually for possible
impairment. The Company’s impairment review is based on an estimate of the undiscounted cash flow at the lowest level for
which identifiable cash flows exist. Impairment occurs when the carrying value of the assets exceeds the estimated future
undiscounted cash flows generated by the asset and the impairment is viewed as other than temporary. When impairment is
indicated, an impairment charge is recorded for the difference between the carrying value of the asset and its fair market value.
Depending on the asset, fair market value may be determined either by use of a discounted cash flow model or by reference to
estimated selling values of assets in similar condition. In 2011, an impairment of $0.9 million was recorded related to a write
down of certain assets in Germany based on the Company’s decision to discontinue providing certain services in that country.
Except as set forth above, no other impairment of property, plant and equipment was recorded in 2011 and no impairment of
property, plant and equipment was recorded during 2012 or 2010.

Goodwill and Intangible Assets

The Company accounts for goodwill and other intangible assets in accordance with the provisions of FASB ASC 350,
Intangibles—Goodwill and Other. Under FASB ASC 350, intangible assets with lives restricted by contractual, legal or other
means are amortized over their useful lives.

Goodwill and other intangible assets not subject to amortization are tested for impairment annually (in the fourth quarter of
each calendar year), or more frequently if events or changes in circumstances indicate that the assets might be impaired.
Examples of such events or circumstances include a significant adverse change in legal factors or in the business climate, an
adverse action or assessment by a regulator, or a loss of key personnel.
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FURMANITE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FASB ASC 350 requires a two-step process for testing goodwill impairment, however it permits an entity the option to first
assess qualitative factors to determine whether it is necessary to perform the two-step goodwill impairment test. If it is
determined that, based on a qualitative assessment, it is not more likely than not that the Company’s fair value is less than its
carrying amount, then the first and second steps of the goodwill impairment test are unnecessary. The Company has elected to
bypass the qualitative assessment for all reporting units at December 31, 2012 and proceed directly to performing the first step
of the goodwill impairment test. Under the first step of the two-step process, the fair value of each reporting unit is compared to
its carrying value to determine whether an indication of impairment exists. A reporting unit is an operating segment or one
level below an operating segment (referred to as a component). Two or more components of an operating segment shall be
aggregated and deemed a single reporting unit if the components have similar economic characteristics. The Company has
three reporting units for the purpose of testing goodwill impairment as the business segments are determined to be the reporting
units. Second, if an impairment is indicated, the implied fair value of the reporting unit’s goodwill is determined by allocating
the unit’s fair value to its assets and liabilities, including any unrecognized intangible assets, as if the reporting unit had been
acquired in a business combination. The amount of impairment for goodwill and other intangible assets is measured as the
excess of the carrying value over the implied fair value.

The Company uses a multiple of revenues as the basis for its measurement of fair value as management considers this approach
the most meaningful measure for each reporting unit, given the nature of the Company’s business of technical services, and
considering all reporting units provide the same services with long term expectations of similar earnings percentages. To
support the reasonableness of the calculated fair value, the Company compares the sum of the calculated fair values for each of
the reporting units to the market capitalization of the Company as a whole, as the quoted market price provides the best
evidence of fair value on a Company-wide basis. On December 31, 2012, the Company’s fair value substantially exceeded its
carrying value in each of its three reporting units.

Based on valuations performed by the Company at December 31, 2012 and 2011, no impairment was indicated. As of
December 31, 2012 and 2011, goodwill totaled $15.5 million and $14.6 million, respectively. The increase in goodwill was
related to the HSC acquisition which increased goodwill in the Americas. In the Americas, goodwill totaled $7.0 million and
$6.1 million at December 31, 2012 and 2011, respectively. Goodwill in EMEA and Asia-Pacific totaled $6.6 million and $1.9
million at each of December 31, 2012 and 2011, respectively.

At December 31, 2012 and 2011, $2.9 million and $3.0 million, respectively, of indefinite-lived intangible assets (primarily
trade names) were included in intangible and other assets on the consolidated balance sheets. Gross finite-lived intangible
assets of $8.4 million and $3.7 million, respectively, were also included in intangible and other assets as of December 31, 2012
and 2011, with accumulated amortization of $1.9 million and $1.2 million, respectively. The increase in finite-lived intangible
assets was related to the HSC Acquisition. Amortization expense for finite-lived intangible assets totaled $1.3 million, $0.7
million and $0.2 million for the years ended December 31, 2012, 2011 and 2010, respectively. Finite-lived intangible assets are
reviewed for impairment in accordance with the provisions of FASB ASC 360. In connection with a review in 2012, the
Company recognized an impairment loss of $0.4 million in selling, general and administrative expense related to certain finite-
lived assets which were determined to have no value following the termination of a contract.

Finite-lived intangible assets subject to amortization consisted of the following as of December 31, (in thousands):

Gross Carrying  Accumulated  Net Carrying

Amount Amortization Amount
2012:
Customer contracts and relationships ..........ccoevevvuiiieeeiieeeeceeeeeeeece e, $ 4949 § (709) $ 4,240
NON-COMPELE AGIEEMENTS .....ceoeereiriererceecece et eereeessereesessens 2,475 (634) 1,841
Patents, licenses and Other............c.ocovivvveeiveeereeeeeeeeee e e e e e ees e sensens 1,018 (511) 507
Total finite-lived intangible aSSets ............cevvvevevieeeeveveeeereeerereseereeees $ 8,442 § (1,854) $ 6,588
2011:
Customer contracts and relationShips .......ccceverereeveeeeererieees e $ 1,165 3 (482) $ 683
NON-COMPELE AZTEEIMETILS .......vvevvreierrerereressieeresesaesesesesteseseseeesesessessesessssesnas 1,648 (339) 1,309
Patents, 1icenses and Other............c.ooeeveeeivieieveeeececeeeete et 858 (347) 511
Total finite-lived intangible aSSets ............cocvevvvvieeeivriiieecieee e $ 3671 $ (1,168) $ 2,503




FURMANITE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As of December 31, 2012, future amortization expense related to finite-lived intangible assets subject to amortization is
estimated to be as follows (in thousands):

FASCAL Y @ e enreeeaeeeeoeeoseseessaeesseesseessseeseesenesssasssassesassassssersaastaesaserssaasbesasesseeeendaess sabes iR e s e b e e rasbeesas e st s e st e e re s nessneesnesnantos

20T oo etevetes e easuetes ettt ateeeseseaetatre et et s s AR e Re AP A s A e R e A e A e R e R eR R Ao e e bR RS e RO S RSO R R b bR et n st $ 1,841
D004 e oo eree et rertaaateaataantnaeateanatsabesateetsanbeibteraeare e aRe e anoess e e Re oAt si s et se Rt e s e R e e e e iR e e e AR e e R e e s s e R te et et e n e st 1,675
D005 oo ev et et aee s e e st e2et st e et et eerae sttt taneseraAeReA e b oAt A SRS aE e s eseRebe et R e R ARt eSS R e E A SRR e A Rt s et 1,448
D006 oot ev v v taet a2 et e st eueaseeeeaeteene et arar st As A s AR h At e R e s e R eReR AR EeE R b e AR R AR SRR s R et bt e 1,072
210} by TR U T U T ST TS OrO SO OO U OO OO PO O PP PSPPI TIPSR SPI 552

TOAL oo e e e oo s e sr st saeseseeaearesesesessanasseasasesbee vt e A e Re e nE e RS b e RS R Rt R R R R AR s R SR eA e A e R e R e e bbb e $ 6,588

The weighted average amortization period for intangible assets subject to amortization is approximately 4.0 years.

Revenue Recognition

Revenues are recorded in accordance with FASB ASC 605, Revenue Recognition, when realized or realizable, and earned.

Revenues are recognized using the completed-contract method, when persuasive evidence of an arrangement exists, services to
customers have been rendered or products have been delivered, the selling price is fixed or determinable and collectability is
reasonably assured. Revenues are recorded net of sales tax. Substantially all projects are short term in nature; however, the
Company occasionally enters into contracts that are longer in duration that represent multiple element arrangements, which
include a combination of services and products. The Company separates deliverables into units of accounting based on whether
the deliverables have standalone value to the customer. The arrangement consideration is allocated to the separate units of
accounting based on each unit’s relative selling price generally determined using vendor specific objective evidence. Revenues
are recognized for the separate units of accounting when services to customers have been rendered or products have been
delivered and risk of ownership has passed to the customer. The Company provides limited warranties to customers, depending
upon the service performed. Warranty claim costs were not material during any of the years ended December 31, 2012, 2011 or
2010.

Operating Costs

Operating costs include direct and indirect labor along with related fringe benefits, materials, freight, travel, engineering,
vehicles, equipment rental and restructuring charges, and are expensed as incurred. Direct costs related to projects for which
the earnings process have not been completed and therefore not qualifying for revenue recognition are recorded as work-in-
process inventory.

Selling, General and Administrative Expenses

Selling, general and administrative expenses include payroll and related fringe benefits, marketing, travel, rent, information
technology, insurance, professional fees and restructuring charges, and are expensed as incurred.

Foreign Currency Translation

The Company translates the balance sheets of its foreign subsidiaries using year-end exchange rates and translates income
statement amounts using the average exchange rates in effect during the year. Gains and losses resulting from the change in
exchange rates from year to year are reported separately as a component of accumulated other comprehensive income (loss) in
stockholders’ equity. Gains and losses resulting from foreign currency transactions are included in the consolidated statements
of operations. The Company has no foreign subsidiaries subject to foreign exchange restrictions.

Stock-Based Compensation

All stock-based compensation is recognized as an expense in the financial statements and such costs are measured at the fair
value of the award at the date of grant. The fair value of stock-based payment awards on the date of grant as determined by the
Black-Scholes model is affected by the Company’s stock price on the date of the grant as well as other assumptions.
Assumptions utilized in the fair value calculations include the expected stock price volatility over the term of the awards
(estimated using the historical volatility of the Company’s stock price), the risk free interest rate (based on the U.S. Treasury
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Note rate over the expected term of the option), the dividend yield (assumed to be zero, as the Company has not paid, nor
anticipates paying, any cash dividends), and employee stock option exercise behavior and forfeiture assumptions (based on
historical experience and other relevant factors). For performance-based awards, the Company must also make assumptions
regarding the likelihood of achieving performance targets.

Income Taxes

Deferred tax assets and liabilities result from temporary differences between accounting principles generally accepted in the
United States (“U.S. GAAP”) and tax treatment of certain income and expense items. The Company must assess and make
estimates regarding the likelihood that the deferred tax assets will be recovered. To the extent that it is determined the deferred
tax assets will not be recovered, a valuation allowance is established for such assets. In making such a determination, the
Company must take into account positive and negative evidence including projections of future taxable income and
assessments of potential tax planning strategies.

The Company recognizes the tax benefit from uncertain tax positions only if it is more-likely-than-not that the tax position will
be sustained on examination by the applicable taxing authorities, based on the technical merits of the position. The tax benefit
recognized is based on the largest amount of tax benefit that is greater than 50 percent likely of being realized upon ultimate
settlement with the taxing authority. Uncertain tax positions in certain foreign jurisdictions would not impact the effective
foreign tax rate because unrecognized non-current tax benefits are offset by the foreign net operating loss carryforwards, which
are fully reserved. The Company recognizes interest expense on underpayments of income taxes and accrued penalties related
to unrecognized non-current tax benefits as part of the income tax provision.

Defined Benefit Pension Plan

Pension benefit costs and liabilities are dependent on assumptions used in calculating such amounts. The primary assumptions
include factors such as discount rates, expected investment return on plan assets, mortality rates and retirement rates. These
rates are reviewed annually and adjusted to reflect current conditions. These rates are determined based on reference to yields.
The compensation increase rate is based on historical experience. The expected return on plan assets is derived from detailed
periodic studies, which include a review of asset allocation strategies, anticipated future long-term performance of individual
asset classes, risks (standard deviations) and correlations of returns among the asset classes that comprise the plans’ asset mix.
While the studies give appropriate consideration to recent plan performance and historical returns, the assumptions are
primarily long-term, prospective rates of return. Mortality and retirement rates are based on actual and anticipated plan
experience. In accordance with U.S. GAAP, actual results that differ from the assumptions are accumulated and amortized over
future periods and, therefore, generally affect recognized expense and the recorded obligation in future periods.  While
management believes that the assumptions used are appropriate, differences in actual experience or changes in assumptions
may affect pension and postretirement obligation and future expense.

Contingencies
Environmental

Liabilities are recorded when site restoration or environmental remediation and cleanup obligations are either known or
considered probable and can be reasonably estimated. Recoveries of environmental costs through insurance, indemnification
arrangements or other sources are recognized when such recoveries become certain.

The Company capitalizes environmental costs only if the costs are recoverable and the costs extend the life, increase the
capacity, or improve the safety or efficiency of property owned by the Company as compared with the condition of that
property when originally constructed or acquired, or if the costs mitigate or prevent environmental contamination that has yet
to occur and that otherwise may result from future operations or activities and the costs improve the property compared with its
condition when constructed or acquired. All other environmental costs are expensed.

Other

The Company establishes a liability for all other loss contingencies, when information indicates that it is probable that an asset
has been impaired or a liability has been incurred and the amount of loss can be reasonably estimated.
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Exit or Disposal Cost Obligations

In the fourth quarter of 2009, the first half of 2010, and the second quarter of 2012, the Company committed to cost reduction
initiatives, including planned workforce reductions and restructuring of certain functions. The Company has taken these
specific actions in order to strategically align its operating, selling, general and administrative costs to its operations. The
Company has recorded expenses related to these cost reduction initiatives for severance, lease cancellations, and other
restructuring costs in accordance with FASB ASC 420-10, “Exit or Disposal Cost Obligations” and FASB ASC 712-10,
“Nonretirement Postemployment Benefits.”

Under FASB ASC 420-10, costs associated with restructuring activities are generally recognized when they are incurred. In the
case of leases, the expense is estimated and accrued when the property is vacated. In addition, post-employment benefits
accrued for workforce reductions related to restructuring activities are accounted for under FASB ASC 712-10. A liability for
post-employment benefits is generally recorded when payment is probable, the amount is reasonably estimable, and the
obligation relates to rights that have vested or accumulated. The Company continually evaluates the adequacy of the remaining
liabilities under its restructuring initiatives. Although the Company believes that these estimates accurately reflect the costs of
its restructuring plans, actual results may differ, thereby requiring the Company to record additional provisions or reverse a
portion of such provisions.

Use of Estimates

The preparation of the Company’s financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates. The Company’s significant estimates include revenue recognition, allowance for
doubtful accounts, goodwill, intangible assets and long-lived assets, fair value estimates associated with acquisitions, stock-
based compensation, defined benefit pension plan, income taxes, restructuring accruals and contingencies.

Recent Accounting Pronouncements

In July 2012, the FASB issued ASU 2012-02, Intangibles—Goodwill and Other (Topic 350): Testing Indefinite-Lived Intangible
Assets for Impairment. The amendments are effective for annual and interim impairment tests performed for fiscal years
beginning after September 15, 2012. In this update, an entity has the option first to assess qualitative factors to determine
whether the existence of events and circumstances indicates that it is more likely than not that the indefinite-lived intangible
asset is impaired. If, after assessing the totality of events and circumstances, an entity concludes that it is more likely than not
that the indefinite-lived intangible asset is impaired, the entity is then required to determine the fair value of the indefinite-lived
intangible asset and perform the quantitative impairment test by comparing the fair value with the carrying amount in
accordance with Subtopic 350-30. However, if an entity concludes otherwise, then no further action is required. The adoption
of this guidance in the year ending December 31, 2013 is not expected to have an impact on the Company’s consolidated
financial statements.

In February 2013, the FASB issued ASU 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts Classified Out
of Accumulated Other Comprehensive Income. This guidance is effective for fiscal years beginning after December 15, 2012.
The update adds new disclosure requirements including the effect of significant amounts reclassified from each component of
accumulated other comprehensive income based on its source and the income statement line items affected by the
reclassification. If a component is not required to be reclassified to net income in its entirety, entities would instead cross
reference to the related note to the financial statements for additional information. The adoption of this guidance in the year
ending December 31, 2013 is not expected to have a material impact on the Company’s consolidated financial statements.

2. Acquisition

Houston Service Center

On June 29, 2012, Furmanite America, Inc., a wholly owned subsidiary of the Company, entered into and consummated an
Asset Purchase Agreement to acquire certain assets, including inventory, equipment and intangible assets, all of which relate to
operations in the Americas, of the Houston Service Center (“HSC”) of MCC Holdings, Inc., a wholly owned subsidiary of
Crane Energy Flow Solutions, for total cash consideration of $9.3 million. HSC provides valve and actuator repair,
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maintenance and testing services to customers in the refining, petrochemical and power industries. In connection with the
acquisition, the Company borrowed an additional $9.3 million from its existing revolving credit facility.

The following amounts represent the final determination of the fair value of the assets acquired and liabilities assumed (in
thousands):

Fair value of net assets acquired

IIVEIIOTY ...ttt ettt b ekt sttt stttk e e R e s e s e et et At et e R At sebebesae s et b eaetetereasaneraris $ 680
Property and EQUIPIMENL..........c.vivierieieietiieteietee et st ettt et e et te s etesesaesese et sasesessssrsssesesseresessesesesessasenessesessasensanen: 2,799
GOOAWIIL .ttt ettt ettt be s e et e b es e b e s b e ss b ebe st ebet s e s et e beseesses s ese st ebesessenesesensserennens 900
INEANGIDIE BSSEES ....uvviiiiiiiiiiiicii ittt ettt b e bbbt e e bt et a st et et et ek s eserbebaab e bt st et et et eateretesnesernens 4,924
ACCTUEA EXPEIISES ....covevruceieiiisieseerieesteseseet bt sase et eresesesesesereretessesessasasatassessesesssassseeetstseseeanesessssssasasasotototesesensssstssesese, (41)

Fair value of Net aSSets ACQUITE .........cocvoviriiiiiieeiietiiee ettt et e et ere vt s teas et ees et ese st eaess st esssesenneeenenne, $ 9,262

Goodwill, which relates to the Americas, consists of intangible assets that do not qualify for separate recognition and is not deductible for tax purposes.

2 Intangible assets are primarily comprised of backlog, customer contracts, favorable lease terms and non-compete arrangements.

Self Leveling Machines, Inc. and Self Levelling Machines Pty. Ltd.

On February 23, 2011, Furmanite Worldwide, Inc. (“FWT”), a wholly owned subsidiary of the Parent Company, entered into a
Stock Purchase Agreement to acquire 100% of the outstanding stock of Self Leveling Machines, Inc. and a subsidiary of FWI
entered into an Asset Purchase Agreement to acquire substantially all of the material operating and intangible assets of Self
Levelling Machines Pty. Ltd. (collectively, “SLM”) for total consideration of $8.9 million, net of cash acquired of $1.2 million,
of which approximately $4.7 million relates to the Americas and the balances relates to Asia-Pacific. SLM provides large scale
on-site machining, which includes engineering, fabrication and execution of highly-specialized machining solutions for large-
scale equipment or operations.

In connection with the SLM acquisition, on February 23, 2011, FWI entered into a consent and waiver agreement under its
credit agreement. See Note 8, “Long-Term Debt,” to these consolidated financial statements for additional information as it
relates to the credit agreement. FWI funded the cost of the acquisition with $5.0 million in cash and by issuing notes payable
(the “Notes™) to the sellers’ equity holders for $5.1 million.

The following amounts represent the final determination of the fair value of the assets acquired and liabilities assumed (in
thousands):

Fair value of net assets acquired

ST ettt st et be b atete et et e s etsebe s e eae s entens $ 1,185
Accounts receivable............c.ciuirererirererennen. 224
Prepaid expenses and other current assets 46
Property and EQUIPIMENL. ..........ociuiiiiiiiic ettt st st er et r e et e e ra s ss e besesbebes s s entetes s et esesnanesessebebennenesesere . 5,124
GOOAWIIL ettt e b et et st e s st ae et e es et ebeseesenes et ans s e esesesasersstenanessessasasessanaranes. 1,476
Intangible and Other ASSEES 2........c.cccoirriiiriiirccrerrrree st ettt sttt s s e et es et etetesesea sttt ebesesessssasassaenns 3,785
Accrued expenses and other CUITENt HHADIIITIES ...........c.oviuiiuirviriiieieeeie it emeeseeteseseeesesesanesesseseeseneneeane (100)
Deferred tax LHADILIEIES ... c.eveiiiirieiitiie ettt ettt et et reberese s et esebe e e sesssastesess e e sesesesteeeseneaeas (1,690)

Fair value of Net aSSets ACUITEA .......ceveueueieieiiieiicc et ettt es et ss sttt s bbb sana s toes. $ 10,050

! Goodwill, which relates to the Americas, consists of intangible assets that do not qualify for separate recognition and is not deductible for tax purposes.

Intangible assets are primarily comprised of trademarks, patents, and non-compete arrangements. Other assets consist of acquired interests in equity and
cost method investments.

The HSC and SLM acquisitions were not material to the Company’s financial position or results of operations, therefore, HSC
and SLM’s pro forma results would not have a material impact on the Company’s results had the acquisition occurred at the
beginning of the current or previous year.
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3. Earnings Per Share

Basic earnings per share (“EPS™) are calculated as net income divided by the weighted-average number of shares of common
stock outstanding during the period, including restricted stock. Restricted shares of the Company’s common stock have full
voting rights and participate equally with common stock in dividends declared, if any, and undistributed earnings. As
participating securities, the shares of restricted stock are included in the calculation of basic EPS using the two-class method.
Diluted earnings per share assumes issuance of the net incremental shares from stock options and restricted stock units when
dilutive. The weighted-average common shares outstanding used to calculate diluted earnings per share reflect the dilutive
effect of common stock equivalents including options to purchase shares of common stock and restricted stock units, using the

treasury stock method.

Basic and diluted weighted-average common shares outstanding and earnings per share include the following for the years

ended December 31, (in thousands, except per share data):

2012 2011 2010
N EE ITICOIMIC - eneeeveeeeveeesessesseseeeessessessssesensaasesesessesseanesrsensasssssssnssesesssessassesanesesnsanseeseestensenas $ 805 $§ 23970 $§ 9,486
Basic weighted-average common shares outstanding...........c.coevevenerenniniiin. 37,266 37,034 36,751
Dilutive effect of common stock eqUIVAIENtS........c.coveeriiniiciniii e 228 262 193
Diluted weighted-average common shares outstanding..........c.coovrevoiineereeninnn. 37,494 37,296 36,944
Earnings per share:
BASIC 1+ evvveeeeeer et eeeeeeeeeseststssos et es st eretebeb s et et st n et r e AR bk e et bbb bbb e bbbt $ 002 % 065 8 026
DAIULEA. ettt ettt b s bt s s e s e e e s s beae s ene s e s b b sa s st s s st s n s e aa s as b ebabasbesaneesns $ 0.02 § 064 $ 0.26
Stock options and restricted stock units excluded from diluted weighted-average common
shares outstanding because their inclusion would have an anti-dilutive effect:.............. 906 423 531
4. Inventories, net
Inventories consisted of the following at December 31, (in thousands):
2012 2011
Raw materials and SUPPIIES. .....ccceveverrirriimiiiriiiii ettt s $ 25,124 § 21,341
W OTK-TI1-PIOCESS . v veeverereresrersenteseseseeeeres it st e teteraRar s ab e b st e b s s a8 St n s E bbb bbb 8,449 6,801
FiniSHed GOOMS ...vveeeeeeerereterireecete ittt bt e s 116 113
EXCESS ATId ODSOLELE TESEIVE ... vvevterreererieerieeestereeesesiterestesnesas sbesaesaneneebssases s e s e s s ea s e se et e e st e r st st s e sa e (1,978) (1,698)
TOLA] ITIVEIIEOTIES .vvveeveereeeeeneeeeeeeeeseseeeseesssessassesseseessess et sansanssensansesseenseserenessesssesesonsasanansesannesansrns $ 31,711 $ 26,557

For the years ended December 31, 2012 and 2010, the Company recognized expense of $0.3 million and $0.7 million,
respectively, in operating costs for excess and obsolete inventory. Amounts expensed for excess and obsolete inventory were

not significant for the year ended December 31, 2011.
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5. Property and Equipment

Property and equipment consisted of the following at December 31, (in thousands):

2012 2011

LN ettt bbbt b bt et en st et s et r s st $ 2561 $ 2,170
BUILAINGS ..ottt sttt et st 6,139 5,513
Machinery and €QUIPITIENL .........cccvriiiirireree ettt ettt sees 69,244 61,090
FUrnitures and fIXEUTES. ......cccoirieiereii ettt ettt ettt n sttt esesesna s temeeesenenas 6,408 7,134
VERICIES ettt ettt eren et e e e e ee e e e ene 2,671 2,596
ORET ...ttt bbbttt ettt b et s ettt s et s st ee st ee et n e eenene 3,396 3,610
Total property and qUIPIMENE ...........ceviiiveeiietereiieeeetee ettt s eae et s s s e sseesessesan 90,419 82,113

Less: accumulated depreciation and amortization..................cueerveveiieurieeececeeeeeeeneeeeseesseenas (51,132) (48,698)

TOLAL ..ttt ettt ettt b ettt e e senenaen 39,287 33,415
CONSLIUCHION TN PTOBIESS ....c.euvveiieereererestetesteteteeteteeteteseeseseetesesa s esesseteteesereasessnsasssesessesesessensesensaene 2,956 645
Net property and eqUIPMENt ..........coovivieeuieieiiiie e eeeeee et e e enneneas $ 42243 $ 34,060

Depreciation and amortization expense of property and equipment for the years ended December 31, 2012, 2011 and 2010 was
$7.6 million, $7.6 million and $6.3 million, respectively.

Vehicles under capital leases are included in the cost and accumulated depreciation and amortization as follows at
December 31, (in thousands):

2012 2011
VEhiCle CAPItal JEASES .......ccevviviiriiieiineereeeee ettt e e e e ee et e e e e et see e st esee e esesaensesseneesene $ 1,575 $ 1,568
Less: accumulated depreciation and amOTtiZation...............c.ovueoviiiiirireieere it resteseeesrese e e, (1,527) (1,496)
Net equipment acquired under capital [eaSes ........cccveveeriruieriiiiieieieerietieec e e sreneens. $ 48 3 72
6. Accrued Expenses and Other Current Liabilities
Accrued expenses consisted of the following at December 31, (in thousands):
2012 2011
Compensation and DENETILS ..........vieeeireereriiiiiicicieeee ettt n st sesenenas e seae $ 16,609 $ 12,120
Estimated potential uninsured lability ClaimS........c.ccccoveiiieierriniieiiiee e 1,934 1,320
Professional, audit and 1eGal EES ..........c.ocveveiireiiiiicceececee ettt et e enena 1,508 824
Taxes Other than ICOME .......c.cociireeiericcirn ettt ettt et b s s eeeeenenese 1,346 1,054
Value added tax PAYADIE........ccccoviieiieiceeree ettt enene 1,284 766
CUSEOMET EPOSILS ...vvvvireceiveiiiieietee ettt ee e s s sttt s s e st e e s s s e eree s e nseensares 795 443
REIE ..ottt et ettt et st aeete s eteere e et eeseetsensearesreessentonre st b e sasetesanon 568 435
Other emplOYee related EXPENSES ......cvrerriviiereiereriieeerereteeeiteeee st ere st st e eeeasesres s e ssesoeas 222 214
IEETESE ...ttt ettt ettt et et se e et r e b et e b s st st s s et ettt teneetetene s 24 129
OBRET™. ...ttt ettt ettt ettt ettt s et ea et eae s et et et et e et ennteneeeete e 1,438 1,871
Total accrued expenses and other current Habilities ..............c.oooveverureereceieeeeceeeece e $ 25728 $ 19,176
! Includes restructuring accruals of $2.0 million and $0.3 million for the years ended December 31, 2012 and 2011, respectively.

? Includes restructuring accruals of $0.1 million and $0.4 million for the years ended December 31, 2012 and 2011, respectively.
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7. Restructuring

The Company committed to certain cost reduction initiatives beginning in the fourth quarter of 2009 and in the second quarters
of 2010 and 2012, including planned workforce reductions and restructuring of certain functions. The Company has taken these
specific actions in order to more strategically align the Company’s operating, selling, general and administrative costs relative
to revenues.

2009 Cost Reduction Initiative

The Company committed to a cost reduction initiative in the fourth quarter of 2009 (the “2009 Cost Reduction Initiative™). The
total costs incurred related to the 2009 Cost Reduction Initiative, which was completed in the year ended December 31, 2011,
were approximately $3.4 million. For the twelve months ended December 31, 2010, restructuring costs incurred of $0.5 million
and $1.8 million are included in operating costs and selling, general and administrative expenses, respectively. There was
minimal restructuring activity during the twelve months ended December 31, 2011 related to this initiative and no activity
related to this initiative during the twelve months ended December 31, 2012.

2010 Cost Reduction Initiative

In the second quarter of 2010, the Company committed to an additional cost reduction initiative (the “2010 Cost Reduction
Initiative”) primarily related to the restructuring of certain functions within the Company’s EMEA operations in order to
improve the operational and administrative efficiency of its EMEA operations. As of December 31, 2012, the Company has
substantially completed the 2010 Cost Reduction initiative, with total costs incurred of approximately $4.0 million. Future cash
payments of approximately $0.5 million are expected in connection with this initiative. For the twelve months ended
December 31, 2011 and 2010, restructuring costs incurred of $0.2 million and $1.5 million, respectively, are included in
operating costs. For the twelve months ended December 31, 2012, 2011 and 2010, restructuring costs incurred of $0.2 million,
$0.2 million and $1.9 million, respectively, are included in selling, general and administrative expenses.

2012 Cost Reduction Initiative

In the second quarter of 2012, the Company committed to another cost reduction initiative (the “2012 Cost Reduction
Initiative™) related to further restructuring of its European operations within EMEA. This restructuring initiative included
additional workforce reductions throughout the Company’s operating, selling, general and administrative functions. The
Company has taken these specific actions in order to further reduce administrative and overhead expenses and streamline its
European operations’ structure for improved operational efficiencies in the wake of the continued challenging economic
conditions in the region. As of December, 31, 2012, the Company has substantially completed the 2012 Cost Reduction
Initiative, with total restructuring costs incurred of approximately $3.4 million for the year ended December 31, 2012, which
primarily relates to one-time termination benefits. Future cash payments of approximately $1.6 million are expected in
connection with this initiative. For the year ended December 31, 2012, restructuring costs of $2.3 million and $1.1 million are
included in operating costs and selling, general and administrative expenses, respectively.

Estimated and actual expenses including severance, lease cancellations, and other restructuring costs, in connection with these
initiatives, have been recognized in accordance with FASB ASC 420-10, Exit or Disposal Cost Obligations, and FASB ASC
712-10, Nonretirement Postemployment Benefits.

Restructuring costs associated with the cost reduction initiatives for the years ended December 31, consisted of the following
(in thousands):

2012 2011 2010
SEVErance ANA DENETIL COSLS «.uvvrerreretiriiitieeeerreirteirecreereessessssesraesseeeseesmeesreearsrsasssssssssnanessesans $ 3,102 $ 291 $ 4,187
LEASE tETTINALION COSES .viverveerrereeereserereereraeessesseeresssassessesssensssasasssssssssensessnessestennesssesseseasssessesan, 136 11 869
Other TESITUCTUTIIIZ COSES ...veurrevereereriiiiiiietee ittt ekt en e s 339 64 657
TORAL oo eees oo e oo e et e e s e seneeeneaeeeeeuae e eeraeesatessteas s e et eeassesa s s earseaaseabensneensees s e eabeenreearesanseaasans $ 3,577 $ 366 $§ 5713
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Restructuring costs incurred in the following geographical areas for the years ended December 31, are as follows (in
thousands):

2012 2011 2010

AAINIETICAS vevveeeeeeeeeeee et et e e e et et et et eeeeue et eseeaseeseneeteseeseeasensasesseaseaseseeseeasensstesssaneaseseasensaassseasesnssens $8 — $ — § 442

EMEA ... oottt e et sttt et e s ea e e e s e e s an e n e e e e a e e sa e es et ernneeararesratesenrnenan 3,577 366 5,271

ASIAPACITIC ...eeiieeie ettt e et ee e s e e e s eatese st asesesanressasrateeeanraeeenerennnes — — —
o] 71 DU U U ST OSSO $ 3,577 $ 366 $ 5,713

The activity related to reserves associated with the cost reduction initiatives for the year ended December 31, 2012, is as
follows (in thousands):

Reserve at Charges Cash Foreign currency Reserve at

December 31,2011 (Adjustments) payments adjustments December 31, 2012

2010 Initiative
Severance and benefit costs ......... $ 353 % 195§ (121) § 9 % 436
Lease termination costs................ 259 — (235) — 24
Other restructuring costs.............. 98 31 (111 1 19

2012 Initiative
Severance and benefit costs ......... — 2,907 (1,390) 16 1,533
Lease termination costs................ — 136 (62) 2 76
Other restructuring costs.............. — 308 (276) 1 33
Total oo, $ 710 $ 3,577 $ (2,195) $ 29 § 2,121

The activity related to reserves associated with the cost reduction initiatives for the year ended December 31, 2011, is as
follows (in thousands):

Reserve at Charges Cash Foreign currency Reserve at
December 31, 2010 (Adjustments) payments adjustments December 31, 2011
2009 Initiative
Severance and benefit costs ...... $ 107 $ 13 $ COR 38 —
Lease termination costs............. 125 )] (117) | —
Other restructuring costs........... 9 © — — —
2010 Initiative
Severance and benefit costs ...... 969 304 (916) ©) 353
Lease termination costs............. 277 20 3D @) 259
Other restructuring costs............ 90 73 (62) 3) 98
Total .ooveeeiiieeieieee $ 1,577 § 366 § (1,223) $ 10 $ 710

Total workforce reductions in which severance costs were incurred related to the cost reduction initiatives included
terminations for 246 employees, which include reductions of 31 employees in the Americas, 214 employees in EMEA, and one
employee in Asia-Pacific.

F-19



FURMANITE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

8. Long-Term Debt

Long-term debt is summarized as follows at December 31, (in thousands):

2012 2011

Borrowings under the new revolving credit facility (the “New Credit Agreement™).........cococoeririnnecece. $ 39300 $ —
Borrowings under the previous revolving credit facility (the “Previous Credit Agreement”)................. — 30,000
CAPIAL JEASES......eeeeeceeeeeiieteteretrrcrer st bbbt b bt b bbb sb bbbk 45 68
Notes payable (the “NOLES™).....c.cvriieiriiiiiiii et enes 1,010 5,095
ORET EDE ...ttt et et e e et e se et est e b e e bt asb e s es e amt e eas e bt ekt eaesa e seraab e e s b sh s ent st ena e ses b s st enre e 1,444 —

Total 1ong-teTm debt .......c.covriiiiiiiii s 41,799 35,163
Less current portion of long-term debt ..ot (2,190) (4,112)

Total long-term debt, NON-CUITENE..........cciiiiiniiriiiiiniserererese st escncons $ 39,609 $ 31,051

Credit Facilities

On March 5, 2012, certain foreign subsidiaries of FWI (the “designated borrowers”) and FWI entered into a new credit
agreement with a banking syndicate led by JPMorgan Chase Bank, N.A., as Administrative Agent (the “New Credit
Agreement”). The New Credit Agreement, which matures on February 28, 2017, provides a revolving credit facility of up to
$75.0 million. A portion of the amount available under the New Credit Agreement (not in excess of $20.0 million) is available
for the issuance of letters of credit. In addition, a portion of the amount available under the New Credit Agreement (not in
excess of $7.5 million in the aggregate) is available for swing line loans to FWI. The loans outstanding to the foreign
subsidiary designated borrowers under the New Credit Agreement may not exceed $50.0 million in the aggregate.

The proceeds from the initial borrowing on the New Credit Agreement were $30.0 million and were used to repay the amounts
outstanding under the Previous Credit Agreement, which was scheduled to mature in January 2013, at which time the Previous
Credit Agreement was terminated by the Company. Letters of credit issued under the Previous Credit Agreement were replaced
with similar letters of credit under the New Credit Agreement. There were no material circumstances surrounding the
termination of the Previous Credit Agreement and no material early termination penalties were incurred by the Company.

On June 29, 2012, FWI borrowed an additional $9.3 million under its New Credit Agreement to fund the purchase of HSC. As
of December 31, 2012, $39.3 million was outstanding under the New Credit Agreement. Borrowings under the New Credit
Agreement bear interest at variable rates (based on the prime rate, federal funds rate or Eurocurrency rate, at the option of the
borrower, including a margin above such rates, and subject to an adjustment based on a calculated funded debt to Adjusted
EBITDA ratio (the “Leverage Ratio” as defined in the New Credit Agreement)), which was 2.0% at December 31, 2012. The
New Credit Agreement contains a commitment fee, which ranges from 0.25% to 0.30% based on the Leverage Ratio (0.25% at
December 31, 2012), and is based on the unused portion of the amount available under the New Credit Agreement. Adjusted
EBITDA is net income (loss) plus interest, income taxes, depreciation and amortization, and other non-cash expenses minus
income tax credits and non-cash items increasing net income (loss) as defined in the New Credit Agreement. All obligations
under the New Credit Agreement are guaranteed by FWI and certain of its subsidiaries under a guaranty and collateral
agreement, and are secured by a first priority lien on FWI and certain of its subsidiaries’ assets (which approximates $146.6
million as of December 31, 2012). The Parent Company has granted a security interest in its stock of FWI as collateral security
for the lenders under the New Credit Agreement, but is not a party to the New Credit Agreement.

The New Credit Agreement includes financial covenants, which require that the Company maintain: (i) a Leverage Ratio of no
more than 2.75 to 1.00 as of the last day of each fiscal quarter, measured on a trailing four-quarters basis, (ii) a fixed charge
coverage ratio of at least 1.25 to 1.00, defined as Adjusted EBITDA minus capital expenditures / interest plus cash taxes plus
scheduled payments of debt plus Restricted Payments made (i.e. all dividends, distributions and other payments in respect of
capital stock, sinking funds or similar deposits on account thereof or other returns of capital, redemption or repurchases of
equity interests, and any payments to Parent or its subsidiaries (other than FWI and its subsidiaries)), and (iii) a minimum asset
coverage of at least 1.50 to 1.00, defined as cash plus net accounts receivable plus net inventory plus net property, plant and
equipment of FWI and its material subsidiaries that are subject to a first priority perfected lien in favor of the Administrative
Agent and the Lenders / Funded Debt. FWI is also subject to certain other compliance provisions including, but not limited to,
restrictions on indebtedness, guarantees, dividends and other contingent obligations and transactions. Events of default under
the New Credit Agreement include customary events, such as change of control, breach of covenants and breach of
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representations and warranties. At December 31, 2012, FWI was in compliance with all covenants under the New Credit
Agreement.

Considering the outstanding borrowings of $39.3 million, and $1.6 million related to outstanding letters of credit, the unused
borrowing capacity under the New Credit Agreement was $34.1 million at December 31, 2012.

In 2009, FWI and certain foreign subsidiaries of FWI entered into a credit agreement dated July 31, 2009 with a banking
syndicate comprising Bank of America, N.A. and Compass Bank (the “Previous Credit Agreement”). The Previous Credit
Agreement provided a revolving credit facility of up to $50.0 million, with a portion of the amount available under the
Previous Credit Agreement (not in excess of $20.0 million) available for the issuance of letters of credit. In addition, a portion
of the amount available under the Previous Credit Agreement (not in excess of $5.0 million in the aggregate) was available for
swing line loans to FWI.

At December 31, 2011, $30.0 million was outstanding under the Previous Credit Agreement. Borrowings under the Previous
Credit Agreement bore interest at variable rates (based on the prime rate, federal funds rate or Eurocurrency rate, at the option
of the borrower, including a margin above such rates, and were subject to an adjustment based on a calculated funded debt to
Adjusted EBITDA ratio), which was 2.3% at December 31, 2011. The Previous Credit Agreement also contained a
commitment fee, which ranged between 0.25% to 0.30% based on the funded debt to Adjusted EBITDA ratio, and was 0.25%
at December 31, 2011, based on the unused portion of the amount available under the Previous Credit Agreement.

Notes Payable and Other Debt

In connection with the acquisition of SLM, on February 23, 2011, FWI entered into a consent and waiver agreement as it
related to the Previous Credit Agreement. Pursuant to the consent and waiver agreement, Bank of America, N.A. and Compass
Bank consented to the SLM acquisition and waived any default or event of default for certain debt covenants that would arise
as a result of the SLM acquisition. FWI funded the cost of the acquisition with $5.0 million in cash and by issuing notes to the
sellers’ equity holders (the ‘“Notes™) for $5.1 million ($2.9 million denominated in U.S. dollars and $2.2 million denominated
in Australian dollars) payable in installments, through February 23, 2013. All obligations under the Notes are secured by a first
priority lien on the assets acquired in the acquisition. Upon full settlement of the Notes and release of the lien by the sellers’
equity holders, the acquired assets will become assets secured under the New Credit Agreement. At December 31, 2012 and
2011, $1.0 million and $5.1 million, respectively, was outstanding under the Notes. The Notes bear interest at a fixed rate of
2.5% per annum.

In 2012, the Company incurred $1.4 million of debt in connection with an asset purchase. The debt is payable in installments
with approximately $1.2 million due in 2013 and approximately $0.1 million due in both 2014 and 2015.

At December 31, 2012, debt maturities on consolidated debt were as follows (in thousands):

203 ettt et e s et et e s e e e e e ek e R e b e e b e e e ea R e eE e araeAaeRReebeeR e e e eR s e bt e R e e st eR s e se sh e seeRaeRre e e s e ereesresrebeesaees $ 2,180
0 OO OO O USRS 137
0 0 OO T PO O OO R RORPOTOPOTOON 137
2076 ettt ettt b e et et bt sa e st et e R e e a e nea A e st e R s e At er s e Rt an e en s e st aRaes e et enEe A e Re et an s e s eeseestensantentn —
2017 ettt et et era et et e et e s e b ea st e b e be et s e bes et e tseksasbers e be e A sarbeat e be et s erbeastess e beeteersensetanteereeneesaentan 39,300
TOtal 10NG-ETTN AEDL ......vuieeeii ittt ettt sas e st s s ses s se b s nansees § 41,754
CAPIAL LEASES ...c.ciieeieimieeeeieueieieie ettt ettt ettt e st e s ae s e s s es e s b b s 2 e et st e s e et e s e s nsnsnt et et s racanan e et et nes 45
Total long-term debt and Capital IEASE..........cvveuevrieieeririeeieeeitet et et b st ea st a st sen s $ 41,799
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9. Retirement Plans

The Company has a defined contribution plan which covers substantially all eligible domestic employees and provides for
varying levels of employer matching. Company contributions to this plan were $1.4 million, $1.3 million and $1.2 million for
2012, 2011 and 2010, respectively.

Two of the Company’s foreign subsidiaries have defined benefit pension plans, one plan covering certain of its U.K.
employees (the “U.K. Plan”) and the other covering certain of its Norwegian employees (the “Norwegian Plan”). As the
Norwegian Plan represents less than three percent of both the Company’s total pension plan liabilities and total pension plan
assets, only the schedules of net periodic pension cost (benefit) and changes in benefit obligation and plan assets include
combined amounts from the two plans, while all other assumption, detail and narrative information relates solely to the U.K.
Plan.

Benefits for the U.K. Plan are based on the average of the employee’s salary for the last three years of employment. Generally,
the employee contributes 6.5% to 12.0% and the employer contributes up to 12.0% of pay. Plan assets are primarily invested in
unitized pension funds managed by U K. registered fund managers. The most recent valuation of the U.K. Plan was performed
as of December 31, 2012. Estimated annual defined benefit pension plan contributions are assumed to be consistent with the
current expected contribution level of $1.1 million.

Pension benefit costs and liabilities are dependent on assumptions used in calculating such amounts. The primary assumptions
include factors such as discount rates, expected investment return on plan assets, mortality rates and retirement rates. The
discount rate assumption used to determine end of year benefit obligations was 4.3%. These rates are reviewed annually and
adjusted to reflect current conditions. These rates are determined appropriate based on reference to yields. The compensation
increase rate of 2.7% per year is based on historical experience. The expected return on plan assets of 5.7% for 2013 is derived
from detailed periodic studies, which include a review of asset allocation strategies, anticipated future long-term performance
of individual asset classes, risks (standard deviations) and correlations of returns among the asset classes that comprise the
plans’ asset mix. While the studies give appropriate consideration to recent plan performance and historical returns, the
assumptions are primarily long-term, prospective rates of return. Mortality and retirement rates are based on actual and
anticipated plan experience. In accordance with U.S. GAAP, actual results that differ from the assumptions are accumulated
and amortized over future periods and, therefore, generally affect recognized expense and the recorded obligation in future
periods. While management believes that the assumptions used are appropriate, differences in actual experience or changes in
assumptions may affect pension and postretirement obligation and future expense.

Net pension cost included the following components for the years ended December 31, (in thousands):

2012 2011 2010

Net periodic pension cost (benefit):

SIVICE COSL v.vevvrerereereietesistetesaesteseseeseteasebeteetesesessess st eseasassasesnasesassesentabesesseneracsenernner $ 1,032 $ 886 $ 835

TEIEEEESE COSE vrvvvrevereeereeeeeeeseseeseeseessesesasetesesresaeneenearesesantssssaessansesesrassssseasessetsesassanse. 3,588 3,842 3,672

Expected return on plan asSets ..o e, (3,174) (3,744) (3,603)

Amortization Of Prior SEIVICE COSL.......ceviiiriiiiiiiiciiiiie et o7 (98) (94)

Amortization Of Net aCTUAITAL LOSS...uueriviriiiiiiieiiirereeirre et eeeeeeeeeeierereresresesessonsraneeane: 941 652 1,085
Net periodic pension cost (DENETIL) .........covevreeiercrermeieiniriririeiereicereeneeiesses s eae, $ 229 $ 1,538 $ 1,895
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The weighted average assumptions used to determine benefit obligations at December 31, are as follows:

2012 2011
DHSCOUNL TALE ..cveeeeeeeereseeeeeee e ereeseeee et ste s testeresressssessseaseteasassesestasbasstaseesesseasasestesaensesesbesbeneemeenteseentanenne 4.3% 5.0%
Rate Of COMPENSALION INCIEASE.........c.euireieeiaiiiiiiietetre sttt e bbb e b e s s s e nsnnssas 2.7% 3.4%
IFLALION <.ttt ettt te ettt e e e e et e esteasbeesse e aeess e e saeeeseeenbeeaseembesme e omaeabes s b et e s b s et e ae e e 2.7% 2.9%

The weighted average assumptions used to determine net periodic benefit cost for the years ended December 31, are as follows:

2012 2011
DHSCOUNE TALE ...vvevvieeeeenteieeeiteeeteeeteeereesereeeteesseease e tsasssssssessnearsseeseeeseeaaseaseenmeesmeesmeeeseesabesanasensesaresnnes 5.0% 5.7%
Expected long-term return on Plan aSSEtS..........covwreeueuererereeenererereeiisiissisiiesssseress e sssenens 5.3% 6.3%
Rate Of COMPENSALION INCTEASE ....v.vvveetevieieiiteteeeteere et sb b s s s b s s 3.4% 4.0%
INTTALION ..ottt et e e te st s er e re s et e es e e s bt e sae e ae e e seene e R e e b e b e b b e b e b e e e e ae e s bn et s e aee eas 2.9% 3.5%

The plan actuary determines the expected return on plan assets based on a combination of expected yields on equity securities
and corporate bonds and considering historical returns.

The cxpected long-term rate of return on plan assets is determined based on the weighted average of expected returns on asset
investment categories as follows: 5.7% overall, 7.0% for equities and 3.7% for bonds.

The following table sets forth the changes in the benefit obligation and plan assets for the years ended December 31, (in
thousands):

2012 2011
Projected benefit obligation:
BEZINNING OF YEAT ....ouvvveveiceiieee ettt ettt es bbbt ssss b s b rsn s rsnns $ 72499 $§ 67,165
SEIVICE COSE.u.vrvuruirrivieerieeseraeseseesessstssseaesse s sse s sse s s s ss s esses bt b s acb et eeee bbb enie bt a s bsesaaen 1,032 886
TIEEIESE COSE...veruvrrreieeteteeaetetisesesetestessssesesse st eesssesessessse b et et ssseesseecese s rceebeeese st nserenesesnantsissans 3,588 3,841
Participants’ CONITIDULIONS .......c.coveueurueererieirireeetee et s s seseas s essebesbs b st renns 229 233
ACLUATIAL 10SS (ZAIN)......vveveeeiee e tesee st ee et ee sttt s st sse s e s s s s esas e cbeaseaebesbebseseerene 6,973 3,553
BENEfItS PAIA.......coiieeiisiveieieriiesesiseeceeessee ettt etstesseseses et e et ee b s e sacas i b te b bt e e e ese e b b s sasis (2,700) (2,706)
Foreign currency translation adjustment and Other..............coeveureueininererrcerercnenreenenreecnenen. 3,437 (473)
ENA OF YEAT ...ttt sttt st er et st b s b e bt eb e er et atn s 85,058 72,499
Fair value of plan assets:
BEZINNING OF YEAT ......v.oivviieeesiiereiceeeete et tesses et esese s e esesesses s b enebebemseaesseseseesmsarencaeasiscaes 60,125 58,733
AcCtUAl ZAIN ON PLAN ASSELS.........cvevereerreereeeeseisesreetsssessstesse st rersssesesessstssbessessesesesseaesetesaseseseses 4,716 2,800
EMPIOYET CONEIIBULONS ....uvovveverereererersresesessesesreseseaetssess s ssesesse ot esssessesessessessnsssssasssssessnns 1,431 1,343
Participants’ COMTIDULIONS .........ccieeriuerereserersiesessesessensesssceneseseseseseseesssesesesesessenaesesescarecsserereses 229 233
BENETIS PRI ...v.vvoeeoeeeeeeecieciiiieeses ittt res e se s sa et es ettt (2,700) (2,707)
Foreign currency translation adjUSIMENL...............veveereveesvencsceeecssesessessesserseesescenesesasssssessseees 2,721 (277)
ENA OF WAL ...ttt ottt 66,522 60,125
Excess projected obligation under (over) fair value of plan assets at end of year............c.cccecccurecece. $ (18,536) $§ (12,374)
Amounts recognized in accumulated other comprehensive income:
INEE ACTUATIAL LSS ...e.voreoiereiseeiseseieesesess et st st st s ettt sesn s sa st $ 22,565 $ 17,204
PLIOT SEIVICE COSE (CTEAIL)Y..vvvvritititeteietitetit ettt ess s sses et bbb eaea s esesesebesesesebsresesares (377) (455)
Net amount recognized in accumulated other comprehensive iNCOME ........o.verercveeererieeereseeniecerenneans $ 22,188 $ 16,749

The amounts in accumulated other comprehensive income that are expected to be recognized as components of net periodic
benefit cost during the next fiscal year are $1.3 million for the defined pension plan.
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The accumulated benefit obligation for the U.K. Plan was $78.7 million and $64.4 million at December 31, 2012 and 2011,
respectively. The U.K. Plan has had no new participants added since the plan was frozen in 1994.

At December 31, 2012, expected future benefit payments, which reflect expected future service, are as follows for the years
ended December 31, (in thousands):

2003 e ettt e es et e a e et eese e s ERaYatete aateresee e b AR Y arate s teeae e b e te b e s bt etesesesastbentreaseessesannrhrteseaees $ 2,937
2004ttt e et e st et e e eeea e i b a b et et et aasetese e e b an Y et et e teie et abtnae heeteeeses e raraeesaessessnnnbeeseeenten 3,314
20 LS e es et et e s e es e r et e s e te et e s b et a et et e e et esesee e s b e R YR e tese s e b e ra bt aae bt areseseserebaartbreeossessaranrereeneres 3,358
20T6 .. e eeeereee ettt eee et et e e et e e e et e e e s aeitbeeeeei——aaeattasaaeaabteteeatat—sse ettt saeeiartets oo bneeestabneeresararreeeearaneterararenenraeeeeassanres 3,607
4 U RRORORRRRRTTUTR 3,873
2007-202L .ottt er et et s et e s e ee e s e b et — b tete e atetesees e b e R b et e tasesaes s antar e abtsaessaniasbabenerbasesesesanrarrranens 23,647

X171 SRRSO $ 40,736

The following table summarizes the plan assets of the U.K. Plan measured at fair value on a recurring basis (at least annually)
as of December 31, (in thousands):

Quoted Prices in Significant Significant
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Asset Category Total (Level 1) (Level 2) (a) (Level 3)(a)
2012:
CASH e ettt $ 232§ 232§ — $ —
Equity securities:
UK. eqQUItY (D) oot 13,281 — 13,281 —
U.S. equity indeX (C) .ovevveveevrreeeieinieririeesieeeeeeseeeeeeenas 3,308 — 3,308 —
European equity index (d) .........cccoevviiiniinniiie, 3,480 — — 3,480
Pacific rim equity indeX (€} ......covevverreerrerrenrenieniersieneeeenens 2,698 — — 2,698
Japanese equity index (£).......ccoovvvvirrnnnnnninnereenn 1,976 — — 1,976
Emerging markets equity index () .....ccocorervererirereniennn 1,689 — — 1,689
Diversified growth fund (h).......c.cccooviiviniinninin, 12,057 — — 12,057
Fixed income securities:
Corporate bonds (i)........coccvecrereerenenerieeeeeeneneeeseeeseee 12,709 — — 12,709
U.K. government fixed income securities (§) ........c.cecerurnne 2,557 — 2,557 —
U K. government index-linked securities (K) ..........c.eu..... 10,794 — 10,794 —
Total as of December 31,2012.........ccciiiiiieiiieceieeecreie e $ 64,781 $ 232 § 29,940 $ 34,609
2011:
CaSH . e et $ 129 § 129§ — $ —
Equity securities:
UK. equity (D) cooereeeeiierieerieeereeteeeeee e 12,011 — 12,011 —
U.S. equity IndeX (C) ..veceeverrererrerereniereseereniereseereresesrene 2,972 — 2,972 —
European equity index (d) ......c.cccovenevnnnienennnncneccencnn 2,928 — — 2,928
Pacific rim equity index () .......cccvreererrerveennecceenrienen 2411 — — 2411
Japanese equity index (£)......ccoeeeinrennnnrenniennneneneen 1,664 — — 1,664
Emerging markets equity index (g) .......cccoreriverianircinnnnn 1,429 — — 1,429
Diversified growth fund (h)......cccoooinenniiiiiniiiie. 10,751 — — 10,751
Fixed inCOME SECUIILIES: .....evrverrereerreirirereenenrenreneseereseesesenes
Corporate bonds (1).......cocoeererreninrninneinnneniceeeen e 11,981 — — 11,981
U.K. government fixed income securities (j) .......c.ccocerune. 2,418 — 2,418 —
U.K. government index-linked securities (k) ........cc.cocuen... 9,981 — 9,981 —
Total as of December 31, 2011 ......ccvveeiieiinrenreeneeireeseeecieeieenens $ 58675 § 129 § 27,382 $ 31,164
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The net asset value of the commingled equity and fixed income funds are determined by prices of the underlying securities, less the
funds’ liabilities, and then divided by the number of shares outstanding. As the funds are not traded in active markets, the commingled
funds are classified as Level 2 or Level 3 assets. The net asset value is corroborated by observable market data (e.g., purchase or sale
activities) for Level 2 assets.

This category includes investments in U.K. companies and aims to achieve a return that is consistent with the return of the FTSE All-
Share Index.

This category includes investments in a variety of large and small U.S. companies and aims to achieve a return that is consistent with
the return of the FTSE All-World USA Index.

This category includes investments in a variety of large and small European companies and aims to achieve a return that is consistent
with the return of the FTSE All-World Developed Europe ex-U.K. Index.

This category includes investments in a variety of large and small companies across the Australian, Hong Kong, New Zealand and
Singapore markets and aims to achieve a return that is consistent with the return of the FTSE-All-World Developed Asia Pacific ex-
Japan Index.

This category includes investments in a variety of large and small Japanese companies and aims to achieve a return that is consistent
with the return of the FTSE All-World Japan Index.

This category includes investments in companies in the Emerging Markets to achieve a return that is consistent with the return of the
IFC Investable Index ex-Malaysia.

This category includes investments in diversified portfolio of equity, bonds, alternatives and cash markets and aims to achieve a return
that is consistent with the return of the Libor GBP 3 month +3% Index.

This category includes investment grade corporate bonds denominated in sterling and aims to achieve a return consistent with the
iBoxx £ Non-Gilts Over 15 Years Index. This index consists of bonds with a maturity period of 15 years or longer.

This category includes investments in U.K. government fixed income securities (gilts) that have a maturity period of 25 years or
longer and aims to achieve a return consistent with the FTSE UK Gilt Over 25 Years Index.

This category includes investments in U.K. government index-linked securities (index-linked gilts) that have a maturity period of 5
years or longer and aims to achieve a return consistent with the FTSE UK Gilts Index-Linked Over 5 Years Index and the FTSE UK
Gilts Index-Linked Over 25 Years Index.

The following table sets forth a summary of changes in the fair value of the Level 3 assets for the year ended December 31,

2012:

Balance at DECEMBET 31, 2011 .....cvovivimiiieiieiieieeieieeeecit et oo r oo seressts s s enebebebstassssssasssasasaseseresesesesesensassseseserenenenencaene $ 31,164
Transfers in —
PUICRASES ......oviiieieiieieceeet e ct e eeee e r e ereeteeste e st eteeseeetsessasbestessbsestensarseasseseessassaebeantaateste st eaaresatem e st estsenessssasentennesaens 341
SALES ..veuvivivetieeeteeesteeie ettt ee et et te et s et et e st et eae s e b e s b e res b ebe Rt eas et eseR R e R e b e b e R bt e Rt ne bR et e R st e er e bbb s bbb R et (1,148)
UNTealized ZAIN (L0SS).....cvvveirrrreirrerrrierenietene ettt tsee bt e et s rereseses e sa bt s b e bt s bbb et sa s b e b et bt eesa e e nerans 2,793
FOIeign CUITENCY AAJUSIMENES ........ovoveevereceeeeeesseesessessessssesessrssssesssssssssscsesassssassatsesestasesessssessssenssssssssssssssssenies 1,459

Balance at DECEMDBEr 31, 2012 .....ooiiieieeeeeeeeee ettt eee e te st s ee ettt sese st st et esetesasessssrseseseasanasebeseseteterereraesesnsetetebenes $ 34,609

There were no transfers related to the Company’s Level 3 assets during the years ended December 31, 2012 or 2011.

Investment objectives for the U.K. Plan, as of December 31, 2012, are to:

e optimize the long-term return on plan assets at an acceptable level of risk
*  maintain a broad diversification across asset classes

*  maintain careful control of the risk level within each asset class

The trustees of the U.K. Plan have established a long-term investment strategy comprising global investment weightings
targeted at 40% (range of 37% to 43%) for equity securities, 40% (range of 37% to 43%) for debt securities and 20% (range
17% to 25%) for an actively managed absolute return fund which holds a combination of debt and equity securities. Selection
of the targeted asset allocation was based upon a review of the expected return and risk characteristics of each asset class, as
well as the correlation of returns among asset classes. Actual allocations to each asset class vary from target allocations due to
periodic investment strategy changes, market value fluctuations and the timing of benefit payments and contributions.
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The following table sets forth the weighted average asset allocation and target asset allocations for the years ended
December 31, by asset category, as of the measurement dates of the plan:

Asset Target
Allocations Asset Allocations
2012 2011 2012 2011
EQUILY SECUIILIES. .....couiiieieiiie et sie et st e s vene 59.6% 58.2% 40.0% 40.0%
DIEDE SECUTILIES 1.vvievviereiereierieiieitecirearecreeereerseesteesbessessesareestesesesssaessesssesnes 40.4% 41.6% 40.0% 40.0%
(011 /1= LU U Us U SN TSP 0.0% 0.2% 20.0% 20.0%
TOAL c.vveveceiecrcirereere et seer e e et steseere e e sreseereean e seesaentaresre e esnene 100.0%  100.0% 100.0% 100.0%

! Allocated to an actively managed absolute return fund which holds a combination of equity and debt securities

10. Stockholders’ Equity

The holders of shares of the Company’s common stock are entitled to one vote for each share held on all matters submitted to a
vote of common stockholders. Each share of common stock is entitled to participate equally in dividends, when and if declared,
and in the distribution of assets in the event of liquidation, dissolution or winding up of the Company, subject in all cases to
any rights of outstanding preferred stock.

Series B Preferred Stock

On April 15, 2008, the Board of Directors of the Company declared a dividend distribution of one stock purchase right
(“Right”) for each outstanding share of common stock to stockholders of record on April 19, 2008. These Rights are
substantially similar to, and were issued in replacement of, the rights that expired on April 19, 2008, pursuant to the
Company’s then existing Stockholders Rights Plan. Pursuant to the replacement Stockholders Rights Plan, each Right entitles
the holder, upon the occurrence of certain events, to purchase from the Company one one-hundredth of a share of Series B
Junior Participating Preferred Stock, no par value, at a price of $48, subject to adjustment. The Rights will not become
transferable from the common stock or become exercisable until a person or group either acquires beneficial ownership of 15%
or more of the Company’s common stock or commences a tender or exchange offer that would result in ownership of 20% or
more, whichever occurs earlier. The Rights, which expire on April 19, 2018, are redeemable in whole, but not in part, at the
Company’s option at any time for a price of $0.01 per Right. As of December 31, 2012 and 2011, there were 400,000 Series B
Preferred Shares authorized and none were outstanding.

Stock Option Plans

The Company has stock option plans and agreements for officers, directors and key employees which allow for the issuance of
stock options, restricted stock, restricted stock units and stock appreciation rights. The options granted under these plans and
agreements generally vest over periods of up to five years and expire between five to ten years after the grant date. All options
were granted at prices greater than or equal to the market price at the date of grant. The stock option plan has 6,100,000 shares
authorized and 922,696 shares were available for additional issuance at December 31, 2012.

For the years ended December 31, 2012, 2011 and 2010, total compensation cost charged against income and included in
selling, general, and administrative expenses, for stock-based compensation arrangements was $0.9 million, $0.7 million and
$0.9 million, respectively. The expense for the twelve months ended December 31, 2012 includes $0.1 million associated with
the accelerated vesting of awards in connection with the retirement of one of the Company’s directors. The expense for the
twelve months ended December 31, 2010, includes $0.2 million associated with accelerated vesting of awards in connection
with the retirement of the former Chairman and Chief Executive Office of the Company. The total unrecognized tax benefit
related to stock options and restricted stock as of December 31, 2012 and 2011 was approximately $0.6 million and $0.5
million, respectively. The unrecognized tax benefit related to the disposition of stock options and vesting of restricted stock
was less than $0.1 million for the year ended December 31, 2012, and was approximately $0.4 million and $0.2 million for the
years ended December 31, 2011 and 2010, respectively. As of December 31, 2012, the total unrecognized compensation
expense related to stock options was $2.0 million. The total unrecognized compensation expense related to stock options will
be recognized over a weighted-average period of 2.7 years.
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The Company uses the Black-Scholes option-pricing model (“Black-Scholes™) as its method of valuation under FASB ASC
718-10 and a single option award approach. This fair value computation is then amortized on a straight-line basis over the
requisite service periods of the options, which is generally the vesting period. The fair value of stock-based payment awards on
the date of grant as determined by the Black-Scholes model is affected by the Company’s stock price on the date of the grant as
well as other assumptions. Assumptions utilized in the fair value calculations include the expected stock price volatility over
the term of the awards (estimated using the historical volatility of the Company’s stock price), the risk free interest rate (based
on the U.S. Treasury Note rate over the expected term of the option), the dividend yield (assumed to be zero, as the Company
has not paid, nor anticipates paying any cash dividends), and employee stock option exercise behavior and forfeiture
assumptions (based on historical experience and other relevant factors).

The weighted-average estimated value of employee stock options granted in 2012, 2011 and 2010 were estimated using the
Black-Scholes mode! with the following weighted-average assumptions:

2012 2011 2010
Expected volatility......c.ccccoverenennncnineiciii e 61.1%1t061.8%  58.9%t059.8%  58.0% to 64.9%
Risk-free interest rate ......coeeceerieieneen e, 0.9% to 1.1% 1.4% to0 2.7% 1.7% to 2.6%
Expected dividends........cc.cooeeverecininiiiniiniii 0% 0% 0%
Expected term N YEars .......cccccereereririreineinenteie e 6.0t0 6.3 6.5 5.0t0 6.5

The Company granted options to purchase 904,158, 115,000 and 555,000 shares of its common stock during 2012, 2011 and
2010, respectively, that generally vest annually over three to five years. All options were granted at prices equal to the market
price at the date of grant. The weighted average fair market value of options granted during 2012, 2011 and 2010 was $2.63,
$3.95 and $2.98 per option, respectively. The maximum contractual term of the stock options is 10 years. The Company uses
authorized but unissued shares of common stock for stock option exercises pursuant to the Company’s stock option plans and
treasury stock for issuances outside of the plan.

The changes in stock options outstanding for the Company’s plan for the years 2012, 2011 and 2010 were as follows:

Weighted-  Aggregate

Average Intrinsic
Exercise Value
Options Shares Price ($000’s)
Outstanding at January 1, 2010 .........cverurierinneerirerccerrieieieter e sesesesesiios 972,283 $ 4.08
GIFANEEA ..ot ereteete s et seteseeasesteareseretastessesaearssesssarsereereentnsseseassensens 555,000 $ 5.21
EXEICISEA c.vevereteeeesereree et eeeeeeeeeeeesereeeeneenoneserasenesessesansanenss sanatosseresressenesseasnnsessans (188,500) $ 3.15
Forfeited OF XPIred.......cccoeovvirviriiirirennecrereeieeeseseeeststseebes et seseeees w $ 3.93
Outstanding at December 31, 2010 ..........cveeviveruereereseisseessesessssseesesessesssssesssesessscsenes 1,308,783 § 4.68
GTANEEA ..ottt eeeee et et eeseee s ste st et e s s anbesesssserennesresesesasasbestasseassensarsenseans 115,000 $ 6.80
EXEICISEA ..ot ee e et ee et e e e s eeen e et e s as et esese st st ensesreseresasansesarassonsenresrearenns (279,283) $ 3.78
Forfeited OF @XPITed .........oviovererreririeiieeeeieseeseeeseeesesensssesesesseeesesesesessessenenerennns (116,000) $ 5.07
Outstanding at December 31, 201 L. ....o.ocveieieeiierireerieenserere e sessesessese e sesenens 1,028,500 $ 5.12
GEANLEA ..ottt e e e ee st e es e b estosesasatessersersarssmsensessebensassessatassassanens 904,158 $ 4.65
EXEICISEA .ottt e oo eeee e et e e te e sesest et b estaeasessasseasaeanbsertserneernentnennsenns (149,000) $ 3.92
Forfeited OF €XPITEd .......cucveueueeeviviriritetetesiseeeeserareseeeeeesbes sttt es e senanes _M_(D $ 5.38
Outstanding at December 31, 2012 ..o e 1,262,938 $ 4.82 983
Exercisable at December 31, 2012 ..o oo ceeeeeeteveeeeee et sreeeeeesesesessereresesresnanes 415,700 § 4.54 437

The aggregate fair value of stock options exercised during the years ended December 31, 2012, 2011 and 2010 was $0.2
million, $0.6 million and $0.2 million, respectively. The aggregate intrinsic value of stock options exercised during the years
ended December 31, 2012, 2011 and 2010 was $0.2 million, $0.7 million and $0.7 million, respectively.
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A summary of the status of the Company’s nonvested stock options for the year ended December 31, 2012, is as follows:

Weighted-
Average

Grant-Date

Options Fair Value
Nonvested at DecemMBET 31, 2011 ....ovuivviiiiiiereriisiitee et sr s stss i e b asestessasest e e ssssessesrsssassonssassten 553,100 $ 3.26
GIANLEA ....voveeveeeeeeeetee ettt ettt e bbbt en et eb e b e b e s et essebes e s s sasereseanenebanterareerereana 904,158 $ 4.65
VESEEA ..ttt ee ettt et cte et et e et et et et st e s et ere st e e e st e et e b e em s e st ene et et e b e et e Rt ekeseenene et e nreene et esaeanerearan (133,300) $ 2.73
FOITRIEEM. ...ttt ee ettt ettt eer e e s e sseerseneseseenessneessareeseensesseeneeensenresrrereennen (476,720) $ 2.80
Nonvested at DECEMBET 31, 2012.......eiiciiiiriiiecie et cre ettt eveeete e treebecatsebeesesasesvseresentes 847,238 $ 2.78

The aggregate intrinsic value of stock options vested during the years ended December 31, 2012, 2011, and 2010 was $0.1
million, $0.3 million and $0.5 million, respectively. The aggregate fair value of stock options vested during the years ended
December 31,2012, 2011 and 2010 was $0.4 million, $0.5 million and $0.5 million, respectively.

At December 31, 2012, the range of option exercise prices, number of options granted, number of options exercisable and
weighted average exercise price, are as follows:

Average Average

; . Qutstanding Exercisable

Options Average Exercise Price per Remaining Remaining

Outstanding Exercisable Contractual Contractual

Range of Exercise Price Outstanding Exercisable Options Options Life (Years) Life (Years)
$2.38 - $3.93 . ooovovveerr 213,500 151,500 $ 326 $ 3.03 43 3.6
$4.54 - 85.10..c.cveeen. 854,438 203,200 $ 475 $ 4.96 75 28
$6.37-837.08....cci 195,000 61,000 $ 685 $ 6.85 82 8.1
1,262,938 415,700 $ 482 § 4.54 7.0 39

At December 31, 2011, the range of option exercise prices, number of options granted, number of options exercisable and
weighted average exercise price, are as follows:

Average Average

Average Exercise Price per Outstanding Exercisable

Options Remaining Remaining

Outstanding Exercisable Contractual Contractual

Range of Exercise Price Outstanding Exercisable Options Options Life (Years) Life (Years)
$2.30-33.93 ..o 283,500 188,000 $ 305 $ 2.67 4.8 37
$4.16- 8540 ..o 438,000 222,400 $ 488 $ 5.00 4.9 3.0
$6.11-3$11.88....ccviee 307,000 65,000 $ 738 $ 8.93 8.3 55
1,028,500 475400 $ 512 % 4.62 59 3.6

Cash received from option exercises under the stock option plans for the years ended December 31, 2012, 2011 and 2010 was
$0.6 million, $0.3 million and $0.6 million, respectively.

Restricted Stock

Restricted stock and restricted stock units are issued under the Company’s stock option plan. Restricted stock is an award of
shares of the Company’s common stock (which have full voting rights but are restricted with regard to sale or transfer).
Restricted stock is independent of stock option grants and is generally subject to forfeiture if service terminates prior to the
vesting of the restricted stock. A restricted stock unit is an award of units of the Company’s common stock. Restricted stock
units are generally subject to forfeiture if service and performance requirements are not met. The Company expenses the cost
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of restricted stock, which is determined to be the fair value of the restricted stock at the date of grant, on a straight-line basis
over the vesting period. For these purposes, the fair value of the restricted stock is determined based on the closing price of the
Company’s common stock on the grant date.

During 2010, the Company granted 60,000 shares of restricted stock to its directors at a grant date fair value of $3.85 per share
that cliff vest at the end of three years and may not be sold until they cease to be a director of the Company. The fair value of
the restricted stock issued in 2010 was determined based on the Company’s closing stock price on the date of grant, and totaled
$0.2 million.

During 2011, the Company granted 30,000 shares of restricted stock to three of its directors at a grant date fair value of $7.08
per share and 10,000 shares of restricted stock to one of its directors at a grant date fair value of $6.89 per share that cliff vest
at the end of three years and may not be sold until they cease to be a director of the Company. The Company also granted
95,841 restricted stock units at a grant date fair value of $7.46 per share that vest over eight years subject to achieving certain
performance conditions. The fair value of the restricted stock issued in 2011 was determined based on the Company’s closing
stock price on the date of grant, and totaled $1.0 million. As the performance criteria under the plan have not been met through
December 31, 2012, 25% of the performance-based restricted stock units have been forfeited.

During 2012, the Company granted 40,000 shares of restricted stock to its directors at a grant date fair value of $6.99 per share
that cliff vest at the end of three years, or immediately upon retirement, and may not be sold until they cease to be a director of
the Company. The Company also granted 154,721 restricted stock units to certain employees at a grant date fair value of $6.99
per share that vest over three years and 402,469 restricted stock units at a grant date fair value of $4.63 that vest over three
years subject to achieving certain performance conditions. The fair value of the restricted stock issued in 2012 was determined
based on the Company’s closing stock price on the date of grant, and totaled $3.2 million. As the performance criteria under
the plan have not been met through December 31, 2012, 33.3% of the performance-based stock options and restricted stock
units have been forfeited.

A summary of the status of the Company’s nonvested restricted stock and restricted stock units for the year ended
December 31, 2012, is as follows:

Weighted-
Average
Weighted- Remaining
Average Contractual
Shares / Grant-Date Term
Restricted Stock and Restricted Stock Units Units Fair Value (Year)
Nonvested at December 31, 2011 ..o, 212,437 § 5.86 6.0
GIANEEA.......c.cecvieieeeei ettt ereteereaeetes e aesese st eseasasassessebereseesnsnsbesennebensses 597,190 $ 5.40
VESEEA. ot e et e e e e eeeeeeeee e e ea e e eee e e esaneesaaeeeaetesastesaststeaeatsesraeseareeenreserbaaans (70,000) $ 5.01
FOITRItEd ..ottt eeabete e e s e e e s sanen s e s renesasantaes (190,309) $ 5.24
Nonvested at December 31, 2012 ....oouvouieeeeeeeeeeeeeseesresesesestessseseseseesessressessesneernensess: 549,318 $ 5.68 2.6

At December 31, 2012, total unrecognized compensation expense related to non-vested restricted stock of approximately $2.3
million is expected to be recognized over the weighted-average period of 2.6 years. The aggregate fair value of restricted stock
vested during the period ended December 31, 2012 was $0.4 million.
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11. Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss in the equity section of the consolidated balance sheets includes the following at
December 31, (in thousands):

2012 2011
Net actuarial 10ss and prior SErviCe Credit........ocuevveririiriiriiriereniiierese et sestess e esees e ereseesseneress $ (22,188) $ (16,749)
LesS: AEfEITEd taX DEIETIE oo oveveeeeeereee ettt et e e et e e e e e st e e s et e s s senaesasesssaesssosasasbnsssnsasesasans 5,335 4,225
NEE OF EAX uvvieiivetieeteie et e e ettt e se s ebe et eseeaeseessasesessesesessasassesassebesteset s s essabansesessasesan (16,853) (12,524)
Foreign currency translation adjustment .............coocooriiiiiiiiiiiiee ettt et 2,239 2
Total accumulated other comprehensive L0SS...........cvvviirererieenirirreirre e ereee e esnesens $ (14,614) $ (12,522)

Other comprehensive income (loss) in the consolidated statement of comprehensive income (loss) includes the following for
the years ended December 31, (in thousands):

Before-Tax  Tax (Expense)  Net-of-Tax

Amount or Benefit Amount
2012:
Defined benefit pension plans:..........ccoccociviiiiiiiiienen e
Prior service cost arising during period...........ccoevvveeererneicnnnnecciennnes $ (175) $ 36 3 (139)
Net loss arising during period ...........ccecevereecrerinrerecrenierereeererereeeerreseeeenens (5,361) 1,094 (4,267)
Less: Amortization of prior service cost included in net periodic pension
COSE 1oviieeiete et et et et et en e ereeereeseer e et eareereearaaeerssneabeetbaerbebearaessebenteeraartan 97 20) 77
Defined benefit pension plans, Net ........ccccovieveveerrienierinrcnenierece e (5,439) 1,110 (4,329)
Foreign currency translation adjustments ...........ccoceveeierienerieiennseennienereeseenneiens 2,237 — 2,237
Other comprehensive inCome (108S) ....vovvvivreeeiririririneetneeeressieieeve s $ (3202 3 1,110 §  (2,092)
2011:
Defined benefit pension PIANS:...........cccveveririreieerienieniererie et reecreseeresiereeneeenens
Prior service cost arising during pertod...........cccoveevrreeirerrsrerensserensnrencsnens $ (195) §$ 35 % (160)
Net loss arising during Period ...........ccceevrrerereeraernersnncereesreeeseieesieesrererens (3,687) 670 (3,017)
Less: Amortization of prior service cost included in net periodic pension
COSE 1vieuvieeieereiereeeteerseerreereeetne e teastsassseasassssensasasaassressressnsessseersnesseensaessesaes 98 (18) 80
Defined benefit pension plans, net ...........coooveiiniriniecineeee e (3,784) 687 (3,097)
Foreign currency translation adjustments ...........ccoceeceeverereeiciniinininninn, (1,022) — (1,022)
Other comprehensive INCOME (10SS) ......v.vveverererirerecrecreerrereeeeeeesensareseesenees $ (4806) $ 687 § (4,119)
2010:
Defined benefit pension plans:...........ccocverveneiiniriinen e
Prior service cost arising during period...........coeevvrvrvireensrnerrenreennseeenenas $ 213) § 63 $ (150)
Net gain arising during period..........cccceverevereinieierrercrerecnmreerescsee s 5,056 (1,488) 3,568
Less: Amortization of prior service cost included in net periodic pension
COSE et et e et et ee et et e s et e saetesb e e st eantesatesasante et s eabeeastenntseasaesabeerbeerresreenreen 94 (28) 66
Defined benefit pension plans, Nt ..........ccecevviererrrnicncnis 4,937 (1,453) 3,484
Foreign currency translation adjustments ..............ccceriirerreneesceinneeiececeneniens (260) — (260)
Other comprehensive income (10S8) ......c.e.eoerrrrrrerieicerinieeenirereeeereeeeenens 3 4,677 § (1,453) $ 3,224

Foreign currency translation adjustments generally are not adjusted for income taxes as they relate to indefinite investments in
foreign subsidiaries.
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12. Income Taxes

Income (loss) before income tax (expense) benefit is comprised of the following components for the years ended December 31,
(in thousands):

2012 2011 2010
DOMESHIC OPEIALIONS ...cveveveeeeueairirietetastrieteeestereststerese st st b seatat et aet et et searanaretrenessesesens $ 7,565 $ 12,156 § 7,928
FOTEIZN OPETALIONS.......vervreerruesreensereesisnserreresessssssessssensssessssstassseasusssssesnesessesssssssssnssessssesse (1,395) 7,152 5,338
Income DEfOre INCOME TAXES .o..veervrerererereriiriersrrseesnstsseseseesesesenensssasesssaseseseseseseesas, $ 6,170 $ 19,308 § 13,266

Income tax (expense) benefit is comprised of the following components for the years ended December 31, (in thousands):

Federal Foreign State Total
2012:
(@] 5 (-3 | ST USRS PSRt $ (170) $ (2,995) $ (759) $ (3,929)
D153 1< ¢ (= OSSR (2,386) 1,090 (145) (1,441)
Total INCOME tAX EXPENSE .....v.vvverrevresreernsessssesnssessessesnsesessssssnsssesssssans $ (2,556) $ (1,905) § (904) $ (5,365)
2011:
CUITENE ...eeveeeiieeiiertecte et et es e s e e s e eseneesenearesessesssesssnesssenseessessunesasssranesunesnesensans $ (160) $ (3,660) $ (860) $ (4,680)
DETRITEA ...ttt et ettt et s st et e be et et et e sasst e st e se s e see st e e eaee 8,874 161 307 9,342
Total income tax (exXpense) benefit ...........cevevevvererurerereeeerereeereiseeseeaenens $ 8714 $§ (3499) $§ (553) $ 4,662
2010:;
CUITENL «....vovevveveieeteeeteee et ee e e e ssereseenessebes s senes e s be s sessasesensebersesessesensebasessnsen $ (155 $ (2.844) § (495 $ (3.,494)
DEFEITEA ..ot eeses et sas e sssess st s es e ensastesassensranes — (255) (31) (286)
Total INCOME tAX EXPEISE ....ovveviveeriereriierenreresieresessesestesesessassessssesassssesessens $ (155 % (3,099 $ (526) $ (3,780)

The differences between the amount of tax expense provided and the amount of tax expense computed by applying the
statutory federal income tax rate to income before income taxes for the years ended December 31, are as follows (in
thousands):

2012 2011 2010

Expected tax expense at the statutory federal rate 0f 35% ......ccccevverrvievireceenrniereneereneneene $ (2,160) $§ (6,758) $ (4,643)
(Increase) decrease in taxes resulting from:

Change in valuation allOWanCe ............cccovrerereiirrercrenecee e ree ettt seeneenenene (2,422) 14,026 699

State INCOME LAXES, NEL.......ecvieieinieieieteitareetierteee et ebesteeeeetetessesbesuteasensessesaeeseeasene (588) (1,022) (526)

Foreign tax rate differences ..........cooeveriieiineniienienieeenie ettt e seesae e 374 415) 1,047

NON-deductible EXPENSES .......vecvrreierrerrrrrerererere e eerseeeersresereesseeeses st smeeeneassens (316) (131) (232)

Stock-based compensation and Other............cocovecevirinenneceneneeeree e (253) (1,038) (125)
Total income tax (expense) benefit ..........o.cooiviiiiiiiiiiii e (5,365) 4,662 (3,780)

Income tax expense differs from the expected tax at statutory rates due primarily to the change in valuation allowance for
deferred tax assets and different tax rates in the various state and foreign jurisdictions. Additionally, the aggregate tax expense
is not always consistent when comparing periods due to the change in mix of income before income taxes between domestic
and foreign operations and within the foreign operations.
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At December 31, 2012, the Company had available domestic federal tax net operating loss carryforwards (“ NOLs”) of $11.0
million, which will expire, if unused, as follows: $3.0 million in 2025, $4.0 million in 2026 and $4.0 million in 2029. The
utilization of these NOLs could be subject to significant limitation in the event of a “change in ownership”, as defined in the
Internal Revenue Code, which might be caused by purchases or sales of the Company’s securities by persons or groups now or
in the future having 5% or greater ownership of the Company’s common stock.

Deferred tax assets and liabilities result from temporary differences between the U.S. GAAP and tax treatment of certain
income and expense items. The Company must assess and make estimates regarding the likelihood that the deferred tax assets
will be recovered. To the extent that it is determined the deferred tax assets will not be recovered, a valuation allowance is
established for such assets. In making such a determination, the Company must take into account positive and negative
evidence, including projections of future taxable income and assessments of potential tax planning strategies. At December 31,
2012 and 2011, the Company’s valuation allowance was $8.5 million and $6.0 million, respectively. At the end of 2011, based
on the Company’s assessment of future taxable income, it was determined that the net deferred tax assets in the United States
were expected to be realized and accordingly the valuation allowance on federal deferred tax assets was reversed. This reversal
of the valuation allowance, net of the utilization of domestic net operating losses and other related deferred tax changes of
approximately $6.3 million during 2011, resulted in a deferred tax benefit of approximately $7.7 million which was recognized
in 2011. The net deferred tax assets at December 31, 2012 and 2011 relate to U.S. federal and state, and foreign tax items.

The Company recognizes the income tax benefit associated with certain stock compensation deductions when such deductions
produce a reduction in the Company’s current tax liability. Accordingly, the Company did not recognize the benefit of the tax
deductions upon the exercise of stock options or vesting of restricted stock in any of the years ended December 31, 2012, 2011
or 2010. The benefit will be recorded in future periods when the Company realizes the income tax benefit with an offset to
income taxes payable.

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax
liabilities at December 31, are as follows (in thousands):

2012 2011
Deferred tax assets:
Federal net operating 10ss Carryforwards ...ttt $ 2322 § 5,535
Alternative minimum tax credit carryforwards.........c..ccocecenininiriniiininnini s 3,225 3,046
State net operating 108s Carryforwards ..........cooovviiiiiiniiiinccr s 586 731
ACCTUEA EXPEIISES ....overiiirerieiieecerreriresiit st ettt s s s b st ae s b e e a s r b s bs b a st asa s s e se st s s asnenane b eee 3,346 2,812
Foreign subsidiaries, primarily NOLs, pension and accrued eXpenses............cccocueverrurureseurenenns 15,270 10,229
OB oo eeee e e et e e e e eseree e e e eaee s e eeanere s e e sa e e saaetssbteen srbaeeabeseernbsaasbaaaratensaresabaeeeanraeesanesanaeanbes 1,066 831
Total gross deferred taX ASSELS .....v.vurrerseuresereereurererieerseerae it sss s rsssses e sssss s sssessassrssans 25,815 23,184
Deferred tax liabilities:
Property and equipment and other 1ong-term assets ...........ocovvemeicviriemiirieieinse e (5,028) (4,784)
Foreign deferred tax liabilities, primarily property and equipment ...........cccoevvvrmeecnniiieininnns (543) (332)
Net deferred tax asset before valuation allowance...........cccecvveeverrerinciiiniiiiiien e 20,244 18,068
Less VAluAtion AHLOWANCE ..........c.voviieee ettt ree et bs st basbe st e b sesebeasa st s sassbesan e s ssbnenis (8,531) (5,954)
Nt dEfErTEd tAX ASSEL .....eviveeereniererierereeerereeesesessessesasesteseseesesersosessasessssessasenessesennenssisansasens $ 11,713 § 12,114

Current net deferred tax assets of $7.6 million and $6.9 million and long-term net deferred tax assets of $5.3 million and $5.6
million were recorded at December 31, 2012 and 2011, respectively. Long-term deferred tax liability of $1.2 million and $0.4
million were recorded at December 31, 2012 and 2011, respectively. In 2012 and 2011, a deferred tax benefit of $1.1 million
and $0.7 million, respectively, related to changes in pension net actuarial loss and prior service credit were recorded in other
comprehensive income.
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A reconciliation of the change in the unrecognized tax benefits for the years December 31, is as follows (in thousands):

2012 2011 2010
Balance at beginning Of YEAT.........ccvcvveeiiriirireierieerertire s reseese e e resseersessesresensssaseasesaneens $ 1,053 § 803 § 1,007
Additions based on taxX POSIIONS .........c.ccviveeierireerererereeerereeereee st eveee e b s enerseneans 381 447 256
Reductions due to lapses of statutes of lIMItations.........cccocvvevrerrereiesreniersenieesnesienensnnes (285) (197) (460)
Balance at €nd O YEAT. .......c.oueiiriririeieiieecre ettt ettt et st $ 1,149 $ 1,053 $ 803

Unrecognized tax benefits at December 31, 2012, 2011 and 2010 of $1.1 million, $1.1 million and $0.8 million, respectively,
for uncertain tax positions related primarily to transfer pricing are included in other liabilities on the consolidated balance
sheets and would impact the effective tax rate for certain foreign jurisdictions if recognized. The Company incurred no
significant interest or penalties for any of the years ended December 31, 2012, 2011 or 2010.

The Company and its subsidiaries file numerous consolidated and separate income tax returns in the United States as well as
various foreign jurisdictions. The Company’s U.S. federal income tax returns for 2009 and subsequent years remain subject to
examination. Additionally, NOLs originating in years prior to 2009 could be subject to examination to the extent of the loss
carryforwards. All material foreign income tax matters have been concluded for years through 2006. Undistributed earnings of
the Company’s foreign subsidiaries are considered to be permanently reinvested and, accordingly, no provision for U.S. federal
or state income taxes has been provided thereon.

13. Commitments and Contingencies

The Company leases vehicles, office space, office equipment and other items of personal property under leases expiring at
various dates. Management expects that, in the normal course of business, leases that expire will be renewed or replaced by
other leases. Total rent expense incurred under operating leases, including short-term leases, was $17.6 million, $18.9 million
and $14.3 million for the years ended December 31, 2012, 2011 and 2010, respectively.

At December 31, 2012, future minimum rental commitments under all capital leases classified as long-term debt and operating
leases are as follows (in thousands):

Capital  Operating

Leases Leases

20 3 e e s sr e e et e srae et bt e b g e e bt e e e ste et b eeserbe e beeenaneeasbeae b aesasaees s reneraesians $ 13 $ 8,542
2004 ettt e e e et e et s re e et e e e bt s bt e e s be e tes seabe ket enaae e s baaeteesensae e sreeanrnesenes 28 6,824
20 S e e e e s st e e bt e ettt e s be e s bt e e e te e sabeeae s baee et ee e et e s baaeaee e st eaereeeseanaesesneneneeesannt 11 5,471
2016.ccuiieireiereeiese ettt b see sttt s bt et e et et as bbb e base bbb ete b e s ebe Rt et beAs bbb et asats e b e s b ek e R ababaseab bt ntntersrb st b sasis — 3,588
2017 ceetereiriereeriasereeeererseres e s et et et b s ae e e et g e s ek e R R At Aebeeer s as oA e R st e b ek e R e R e e E e g e R e s e ke s eRea e e arasaraneesasesananeRerean — 1,667
TRETEATTET .......cevveiectetceec ettt sttt et eb s s b st b et et b ana et eb s et s sssbessseeberesesansssesananean — 3,852

Total MINIMUM 182SE PAYMENLS .......oevevriririrrierritsireeseesasiesesererereasesesssssesesessssesesesesssnsasasssenessens $ 52§ 29944

Less amounts repreSenting iNEIESt ........c.evivieeerreereienisreseeisietessseesasesissesesesesessesesseseseesessesesssnn: @)

Present value of future minimum 1€aSe PAYMENLS............ccoeveeererrevererrerereeeereseseeseeereerereeesseenesenee: $ 45

The operations of the Company are subject to federal, state and local laws and regulations in the U.S. and various foreign
locations relating to protection of the environment. Although the Company believes its operations are in compliance with
applicable environmental regulations, there can be no assurance that costs and liabilities will not be incurred by the Company.
Moreover, it is possible that other developments, such as increasingly stringent environmental laws, regulations and
enforcement policies thereunder, and claims for damages to property or persons resulting from operations of the Company,
could result in costs and liabilities to the Company. The Company has recorded, in other liabilities, an undiscounted reserve for
environmental liabilities related to the remediation of site contamination for properties in the U.S. in the amount of $0.9 million
and $1.0 million as of December 31, 2012 and 2011, respectively. While there is a reasonable possibility due to the inherent
nature of environmental liabilities that a loss exceeding amounts already recognized could occur, the Company does not
believe such amounts would be material to its financial statements.
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On September 19, 2011, John Daugherty filed a derivative shareholder petition in the County Court at Law No. 3, Dallas
County, Texas, on behalf of the Company against certain of the Company’s directors and executive officers (collectively “the
defendants”) and naming the Company as a nominal party. The petition alleged the defendants breached their fiduciary
responsibilities in regard to certain internal control matters. The petitioner requested that the defendants pay unspecified
damages to the Company. On October 31, 2011, the defendants filed their answer in the lawsuit as well as motions to dismiss
it and on February 15, 2013, the case was dismissed.

Furmanite America, Inc., a subsidiary of the Company, is involved in disputes with a customer, INEOS USA LLC, which
claims that the subsidiary failed to provide it with satisfactory services at the customer’s facilities. On April 17, 2009, the
customer initiated legal action against the subsidiary in the Common Pleas Court of Allen County, Ohio, alleging that the
subsidiary and one of its former employees, who performed data services at one of the customer’s facilities, breached its
contract with the customer and failed to provide the customer with adequate and timely information to support the subsidiary’s
work at the customer’s facility from 1998 through the second quarter of 2005. The customer’s complaint seeks damages in an
amount that the subsidiary believes represents the total proposed civil penalty, plus the cost of unspecified supplemental
environmental projects requested by the regulatory agency to reduce air emissions at the customer’s facility, and also seeks
unspecified punitive damages. The subsidiary believes that it provided the customer with adequate and timely information to
support the subsidiary’s work at the customer’s facilities and will vigorously defend against the customer’s claim.

While the Company cannot make an assessment of the eventual outcome of all of these matters or determine the extent, if any,
of any potential uninsured liability or damage, reserves of $1.9 million and $1.3 million, which include the Furmanite America,
Inc. litigation, were recorded in accrued expenses and other current liabilities as of December 31, 2012 and 2011, respectively.
While there is a reasonable possibility that a loss exceeding amounts already recognized could occur, the Company does not
believe such amounts would be material to its financial statements.

The Company has other contingent liabilities resulting from litigation, claims and commitments incident to the ordinary course
of business. Management believes, after consulting with counsel, that the ultimate resolution of such contingencies will not
have a material adverse effect on the financial position, results of operations or liquidity of the Company.

14. Business Segment Data and Geographical Information

The Company provides specialized technical services to an international client base that includes petroleum refineries,
chemical plants, pipelines, offshore drilling and production platforms, steel mills, food and beverage processing facilities,
power generation, and other flow-process industries.

An operating segment is defined as a component of an enterprise about which separate financial information is available that is
evaluated regularly by the chief decision maker, or decision-making group, in deciding how to allocate resources and in
assessing performance. For financial reporting purposes, the Company operates in three segments which comprise the
Company’s three geographical areas: the Americas, EMEA and Asia-Pacific.

The Company evaluates performance based on the operating income (loss) from each segment which excludes interest income
and other income (expense), interest expense, and income tax expense (benefit). The accounting policies of the reportable
segments are the same as those described in Note 1. Intersegment revenues are recorded at cost plus a profit margin. All
transactions and balances between segments are eliminated in consolidation.
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The following is a summary of the financial information of the Company’s reportable segments as of and for the years ended
December 31, 2012, 2011 and 2010 reconciled to the amounts reported in the consolidated financial statements (in thousands):

Asia- Reconciling

Americas EMEA Pacific Items Total
Year ended December 31, 2012:
Revenues from external customers ' ..........ccocoeevvvenvereennne. $ 182,806 $ 106,298 $ 37388 §$ — $ 326,492
Intersegment revenues ? .........ccccovcveevreeeeicererecreeeeneesnnnean, 4,982 8,488 1,057 (14,527) —
Operating income (1088) 3% .....c.ooieiieieiieeieeereeeeeeere e, $ 18253 § 3,175 § 3,741 $ (17,657) $ 7,512
Allocation of headquarter costs * ........cccooevvvviivircreiireennne, (9,787) (5,791) (2,079) 17,657 —
Adjusted operating income (108S) ........c.coeererveerecreieennnne, $ 8466 $§ (2,616) $§ 1,662 $ — 3 7,512
Depreciation and amortization.............ccceeveeecvervecnrenennn, 5,519 1,798 1,572 — 8,889
Income tax (expense) benefit...........coeevevverireirnencinnienne, (3,417) (1,536) (412) — (5.,365)
TOtal @SSELS &7 ...vveeiiveeeeree et 139,815 68,247 23,566 — 231,628
Capital expenditires ..........cccecvevirveeeeecerieneeeseeceseessenns 6,710 1,926 650 — 9,286
Year ended December 31, 2011:
Revenues from external customers ! ......cocveveerevevvereeennne. $ 158,515 $ 118649 §$ 39,043 § — $ 316,207
Intersegment revenues 2 .........cccoceeeeeveeeeieeneeereeesreeeneenns 3,130 5,792 1,340 (10,262) —
Operating income (10S8) ** ......ccovevrerierieriesiecreceeeere e $ 19717 $ 8995 $§ 5404 $§ (13,665) $ 20451
Allocation of headquarter costs * .......c.cccvveveverieriencvenennnn (6,763) (5,205) (1,697) 13,665 —
Adjusted operating income (10SS) .......cceeverurevevrrcrrnruncnens, $ 12954 § 3,790 § 3,707 $ — § 20451
Depreciation and amortization.............cccceceeveeeeeeeeerennnnn. 4,582 2,011 1,638 — 8,231
Income tax (expense) benefit..........coecvvrvvvecveicniennnenn 7,617 2,270) (685) — 4,662
Total aSSEts 67 ...ccueiiieiriree e s 114,855 67,538 24,839 — 207,232
Capital expenditures ..........cceeceeveerercierinnenrereserenesnennn. 3,960 1,544 946 — 6,450
Year ended December 31, 2010:
Revenues from external customers ' .......coeeeeeeereeevereenns $ 135,174 $ 109373 $ 41,406 $ — $ 285,953
Intersegment revenues 2 ..........cccoeveeeveeerreereeeneeesessnneanns 2,947 7,783 243 (10,973) —
Operating income (1088) ** ........ccoevvevirercenrereirnriereecnenenn, $§ 16,208 $ 1,970 $§ 10,891 § (15,409) $ 13,660
Allocation of headquarter costs * .........c.ccecevvrvrnnnrnnnnnn, (7,228) (5,983) (2,198) 15,409 —
Adjusted operating income (10SS) .......c.cooevevevvrvereeeereennnn, $ 8980 $§ (4,013) $ 8693 $ — § 13,660
Depreciation and amortization...........c..cceecvevveerreivennernnnnn, 3,450 1,885 1,155 — 6,490
Income tax (expense) benefit........cccccovcvvevervenninneecnnnnn, ©47)  (1,641) (1,192) — (3,780)
TOtal @SSELS &7 ..oovieeerieiieieeeeee et et 93,740 65,494 22,867 — 182,101
Capital expenditures .........ccceeeeneieecieecenieneenreeneeesereens 3,956 2,679 677 — 7,312

! Included in the Americas are U.S. revenues of $178.6 million, $151.1 million and $132.7 million for the years ended December 31, 2012, 2011 and 2010,
respectively. Included in EMEA are UK. revenues of $57.2 million, $58.7 million and $46.5 million for the year ended December 31, 2012, 2011 and
2010, respectively.

Reconciling Items represent eliminations or reversals of transactions between reportable segments.

Reconciling Items represent certain corporate overhead costs, including executive management, strategic planning, treasury, legal, human resources,
information technology, accounting and risk management, which are not allocated to reportable segments.

Includes restructuring charges of $3.6 million, $0.4 million and $5.7 million for the years ended December 31, 2012, 2011 and 2010, respectively.
Includes corporate headquarter relocation charges for $1.6 million and $0.1 million for the years ended December 31, 2012 and 2011, respectively.
Includes impairment charges of $0.4 million and $0.9 million for the years ended December 31, 2012 and 2011, respectively.

Represents the allocation of headquarter costs and operating income (loss) had the Company allocated such costs based on the segments’ respective
revenues. Historically, the Company has not allocated headquarter costs to its operating segments.
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é Included in the Americas are U.S. total assets of $136.8 million, $112.2 million and $91.4 million for the years ended December 31, 2012, 2011 and
2010, respectively.

7 Goodwill in the Americas at December 31, 2012, 2011 and 2010 totaled $7.0 million, $6.1 million and $4.9 million, respectively. Goodwill in EMEA
totaled $6.6 million at each of December 31, 2012, 2011 and 2010. Goodwill in Asia-Pacific totaled $1.9 million at each of December 31, 2012 and 2011
and $1.6 million at December 31, 2010.

The following geographical area information includes total long-lived assets (which consist of all non-current assets, other than
goodwill, indefinite-lived intangible assets and deferred tax assets) based on physical location at December 31, (in thousands):

2012 2011
AATYICTICAS ovooeveeesees e s esseeeeeseesssesessesesseeeseesseeseaseasesaseasesaeessestoanesae eaeesetassosreaneareeasenbsetsestesern e rs e et casebeesaennene $ 34532 § 21,661
EMIE A oo e e e et ee et aeieiesaeseraeaaraaeae et ar b ie s se st et e e e e e ee b et e bbbt ee e e 11,417 11,114
AASTAPACITIC ..o et e et et e e e ettt e st e e b e aeeeats b e st e eabae b aearaearteareeerseea e abeeabeaekr e eretesasenestbesabeeres 4,672 5,500
Total 10NZ-TVEA SSELS ..vvvrrererinieriiirerereericieiie ittt et $ 50,621 $ 38,275

Included in the Americas geographical area were United States property and equipment, net of $27.5 million and $19.4 million
at December 31, 2012 and 2011, respectively. Included in the EMEA geographical area at December 31, 2012 and 2011 were
U.K. property and equipment, net of $5.4 million and $4.7 million, respectively.

Considering the Company’s global nature, and its exposure to foreign currencies, the financial results in any geographical area
can be impacted by changes in currency exchange rates in any given year. In 2012, the financial results were favorably
impacted in EMEA but were partially offset by unfavorable impacts in Asia-Pacific as a result of currency exchange rate
changes during the year. In 2011, the financial results were favorably impacted in Asia Pacific, EMEA and the Americas as a
result of currency exchange rate changes during the year. In 2010, the financial results were favorably impacted in Asia Pacific
but were partially offset by unfavorable impacts in EMEA as a result of currency exchange rate changes during the year.

15. Significant Customers

No single customer accounted for more than 10% of the consolidated revenues during any of the past three fiscal years.

16. Fair Value of Financial Instruments and Credit Risk

Fair value is defined under FASB ASC 820-10, Fair Value Measurements and Disclosures as the exchange price that would be
received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. Valuation techniques used to measure
fair value under FASB ASC 820-10 must maximize the use of the observable inputs and minimize the use of unobservable
inputs. The standard established a fair value hierarchy based on three levels of inputs, of which the first two are considered
observable and the last unobservable.

« Level 1 — Quoted prices in active markets for identical assets or liabilities. These are typically obtained from real-
time quotes for transactions in active exchange markets involving identical assets.

«  Level 2 — Quoted prices for similar assets and liabilities in active markets; quoted prices included for identical or
similar assets and liabilities that are not active; and model-derived valuations in which all significant inputs and
significant value drivers are observable in active markets. These are typically obtained from readily-available
pricing sources for comparable instruments.

« Level 3 — Unobservable inputs, where there is little or no market activity for the asset or liability. These inputs
reflect the reporting entity’s own assumptions about the assumptions that market participants would use in pricing
the asset or liability, based on the best information available in the circumstances

The Company currently does not have any assets or liabilities that would require valuation under FASB ASC 820-10, except
for pension assets, which is separately described in Note 9. The Company does not have any derivatives or marketable
securities.
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The estimated fair value of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities
approximate their carrying amounts due to the relatively short period to maturity of these instruments. The estimated fair value
of all debt as of December 31, 2012 and 2011 approximated the carrying value due to market rates of interest.

The Company provides services to an international client base that includes petroleum refineries, chemical plants, offshore
energy production platforms, steel mills, nuclear power stations, conventional power stations, pulp and paper mills, food and
beverage processing plants, and other flow process facilities. The Company does not believe that it has a significant
concentration of credit risk at December 31, 2012, as the Company’s accounts receivable are generated from these business
industries with customers located throughout the Americas, EMEA and Asia-Pacific.

17. Quarterly Financial Data (Unaudited)
Quarterly operating results for 2012 and 2011 are summarized as follows (in thousands, except per share data):

Quarter Ended
March 31, June 30, September 30, December 31,
2012:
REVEIUES.......ooviiriiiieiiceiirieit sttt ebe ettt erebese et e e eresenens $§ 71,782 $§ 85928 § 75,579 $ 93,203
Operating income (1088)! 2........ceveeereeeeeeeeeereeeereee et ce s $ (751) $ 4,803 $ (728) $ 4,188
Net income (loss) $ (830) $§ 1844 § (1,280) $ 1,071
Earnings (loss) per common share:
$ (0.02) § 005 $ 0.03) $ 0.03
$ 0.02) § 005 $ 0.03) $ 0.03
2011:
REVENUES.....ooiiiiiiiiiiiic et $ 73,054 $ 83,009 $ 78,330 $ 81,814
Operating iNCOME*® ..........covurireererreieee et reeennes $ 3825 § 6607 $ 5522 § 4,497
NEL INCOME® " ...ttt ettt st ebe s ene $ 4026 $ 5,146 3 3,582 § 11,216
Earnings per common share:
BaSIC.....eiiiiiieieriee et $ 0.11 $ 0.14 § 0.10 $ 0.30
DIIUted.......ooveirerereerenereeer et $ 0.11 % 0.14 $ 0.10 $ 0.30

! Operating income (loss) for the quarters ended in 2012 includes restructuring charges of nil, $0.7 million, $0.1 million and $2.8 million, respectively, and
corporate headquarter relocation charges of $0.8 million, $0.7 million, $0.1 million, and nil, respectively.

2 Operating income and net income for the quarter ended December 31, 2012 include an impairment charge of $0.4 million and $0.2 million, respectively,
related to a write down of certain intangible assets in the Americas.

3 Net income (loss) for the quarters ended in 2012 includes restructuring charges, net of tax of nil, $0.6 million, $0.1 million and $2.7 million, respectively,
and corporate headquarter relocation charges of $0.5 million, $0.4 million, $0.1 million and nil, respectively.

*  Operating income for the quarters ended in 2011 includes restructuring charges of $0.1 million, $0.2 million, $0.02 million and $0.1 million, respectively,

and includes relocation charges of $0.1 million for the quarter ended December 31, 2011.

Operating income and net income for the quarter ended December 31, 2011 include an impairment charge of $0.9 million related to a write down of

certain assets in Germany.

®  Net income for the quarter ended March 31, 2011 includes an acquisition related deferred tax benefit of $1.2 million and net income for the quarter ended
December 31, 2011 includes a $7.7 million income tax benefit related to the reversal of the valuation allowance on deferred tax assets in the United
States.

’ Net income for the quarters ended in 2011 includes restructuring charges, net of tax of $0.1 million, $0.1 miltion, $0.01 million and $0.1 million,
respectively, and includes relocation charges, net of tax of $0.1 million for the quarter ended December 31, 2011.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

FURMANITE CORPORATION

By: /s/ JOSEPH E. MILLIRON
JOSEPH E. MILLIRON
Chief Operating Officer and President

Date: March 8§, 2013

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and as of the date indicated.

Signature Title Date
/s/f CHARLES R. COX Chief Executive Officer and Chairman March 8, 2013
CHARLES R. COX (Principal Executive Officer)
/s/ ROBERT S. MUFF Chief Accounting Officer (Principal March 8, 2013
ROBERT S. MUFF Financial and Accounting Officer)
/s/ SANGWOO AHN Director March 8, 2013
SANGWOO AHN
/s/ KEVIN R. JOST Director March 8, 2013
KEVIN R. JOST
/s/ RALPH PATITUCCI Director March 8, 2013
RALPH PATITUCCI
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Exhibit 21.1
FURMANITE CORPORATION SUBSIDIARY LIST

FURMANITE CORPORATION
Furmanite Germany, Inc.

Management Services Furmanite Holding GmbH
Furmanite Technische Dienstleistungen GmbH
Furmanite Industries Service GmbH
Xtria LLC

Kaneb Financial Corporation

Aggressive Equipment Company, LLC
Furmanite Worldwide, Inc.

Furmanite America Inc.

Furmanite US GSG LLC

Furmanite Canada Corp

Advance Integrity Solutions, Inc.

Self Leveling Machines, Inc.

Furmanite International Finance Limited
Furmanite Offshore Services, Inc.
Furmanite Aruba N.V.

Furmanite Holding BV

Furmanite SAS

Furmanite Mechanical Technology Services (Shanghai) Co., Ltd.
Furmanite GSG BV

Metaholding BV

Metalock BV

Furmanite BV

Furmanite Limited

Furmanite 1986

Furmanite International Ltd.

IPSCO International Limited

Furmanite Middle East SPC

Furmanite West Africa Limited
Furmanite GSG Limited

Furmanite Holding AS

Furmanite AS (Norway)

CMS: Corrosion Monitoring Services AS
Furmanite AB

Furmanite A/S

Furmanite GSG BV

Furmanite Singapore PTE Ltd.
Furmanite Malaysia LLC

Specialty Industrial Services Sdn. Bhd.
Furmanite (Malaysia) Sdn. Bhd.
Furmanite Australia Pty Ltd

Furmanite NZ Limited

Xanser Investment

Xanser Services LLC (merged with Xanser Financial July 2009)
Furmanite Kazakhstan LLP

Furmanite Azerbajian LLP

Furmanite Aruba II N.V.

as of March 2013



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Reg. Nos. 333-159632, 333-
159630, 333-101996, 333-87446, 333-83968, 333-68558, 333-60195, 333-22109, 333-14071, 333-14067, 333-150127, 33-
54027, and 33-41295) of Furmanite Corporation of our reports dated March 7, 2013, with respect to the consolidated financial
statements of Furmanite Corporation and subsidiaries (the “Company™) as of and for the year ended December 31, 2012, and to
the effectiveness of the Company’s internal control over financial reporting as of December 31, 2012, which appear in this
Annual Report on Form 10-K for the year ended December 31, 2012.

/s/ UHY LLP

Houston, Texas
March 7, 2013




Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated March 8, 2012, with respect to the consolidated financial statements and internal control over
financial reporting included in the Annual Report of Furmanite Corporation on Form 10-K for the year ended December 31,
2011. We hereby consent to the incorporation by reference of said reports in the Registration Statements of Furmanite
Corporation on Forms S-8 (File Nos. 333-159632 effective June 1, 2009; 333-159630, effective June 1, 2009; 333-101996,
effective December 19, 2002; 333-87446, effective May 2, 2002; 333-83968, effective March 7, 2002; 333-68558, effective
August 28, 2001; 333-60195, effective July 30, 1998; 333-22109, effective February 20, 1997; 333-14071, effective
October 15, 1996; 333-14067, effective October 15, 1996; 333-150127, effective April 7, 2008; 33-54027, effective June 8,
1994; and 33-41295, effective June 19, 1991).

/s/ Grant Thornton LLP

Dallas, Texas
March 8, 2013




Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Charles R. Cox, certify that:

1. T have reviewed this annual report on Form 10-K of Furmanite Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared,

designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/s/ CHARLES R. COX

Charles R. Cox
Chief Executive Officer

Date: March §, 2013



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Robert S. Mulff, certify that:

1. Thave reviewed this annual report on Form 10-K of Furmanite Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/s ROBERT S. MUFF

Robert S. Muff

Chief Accounting Officer

(Principal Financial and Accounting Officer)

Date: March 8, 2013



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 906(A) OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, being the Chief Executive Officer of Furmanite Corporation (the “Company”) hereby certifies that, to his
knowledge, the Company’s Annual Report on Form 10-K for the year ended December 31, 2012, filed with the United States
Securities and Exchange Commission pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C.
78m or 780(d)), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that
information contained in such Annual Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/s/ CHARLES R. COX

Charles R. Cox
Chief Executive Officer

This written statement is being furnished to the Securities and Exchange Commission as an exhibit to such Form 10-K. A
signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission or its staff upon request.

Date: March 8, 2013



Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 906(A) OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, being the Principal Financial Officer of Furmanite Corporation (the “Company”) hereby certifies that, to his
knowledge, the Company’s Annual Report on Form 10-K for the year ended December 31, 2012, filed with the United States
Securities and Exchange Commission pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C.
78m or 780(d)), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that
information contained in such Annual Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/s/ ROBERT S. MUFF

Robert S. Muff
Chief Accounting Officer
(Principal Financial and Accounting Officer)

This written statement is being furnished to the Securities and Exchange Commission as an exhibit to such Form 10-K. A
signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission or its staff upon request.

Date: March 8, 2013
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CEO CERTIFICATION HAS BEEN SUBMITTED.

The following comparison of Furmanite
Corporation to the other indices assumes
that $100 was invested on December
31, 2007, in the company stock and the
indices, and is based on quoted prices
at the end of each of the subsequent
five years. The year-end quoted price
of Furmanite common stock for 2007
to 2012 was $11.80, $5.39, $3.81,
$6.91, $6.31 and $5.37, respectively.
Furmanite experienced an unusually
significant increase in trading volume
and stock price late in 2007, resulting
in a much greater difference between
the Furmanite common stock return in
comparison to the market and technical
services group indices where groups
of stocks generally do not fluctuate as
extensively as a single stock. The year-
end quoted price of Furmanite common
stock for 2006 was $4.86.

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN
among Furmanite Corporation, the NYSE Composite Index
and Peer Group Index
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