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OVERVIEW

Who we are

TT electronics is a focused,
global electronics group
supplying leading
manufacturers in the
defence, aerospace, medical,
automotive and industrial
electronics markets.

Our development of new
technologies is based

on understanding our
customers’ needs and
providing innovative
solutions to meet them.
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OVERVIEW

Our performance

Revenue Underlying operating cash flow'

£4996m £33.9m

2008: £584.3m 2008: £501m

Profit before taxation' Netdebt

£0.8m £56.9m

2008 £211m 2008: £113.2m

Creditabte performance in challenging market conditions

Group revenue was down 14 5% to £4996 million (2008 £584 3 million)
Excluding the impact of foreign exchange, Group revenue was down
22%, reflecting the severe economic downturn

The Group traded profitably in the second half of 2009 and reperted a
full year operating profit before exceptional items of £6 5 million (2008
£270 million) Profit before tax and exceptional tems was £0 8 million

(2008 £21 1 milhon)

Exceptional restructuring costs of £14 2 million were incurred during the
year and together with other measures iImplemented during 2008 and
2009 wilt have resulted in an annualised cost reduction of over £31 million

Significant reduction in working capital of £47 2 million with underlying
operating cash flow of £83 9 million (2008 £50 1 million), resulting tn a near
halving of net debt to £56 9 million {December 2008 £113 2 million)

Good progress In iImplementing the actions identfied in the Strategic
Review with the new organisation structure and leadership enabling a
clear focus on delivery and accountability

1 Reported before exceptianal iterns in 2009 and 2008,

Caunonary siaterment on forward-locking statements and related information

This document contains a number of forward-looking statements relating to the Group/Company with respect 1o amongst
others, the folfowing financal condinions, results of operations, econarmic conditions in which the Group/Company operates,
the business of the Groupy/Company; and management plans and objectives The Group/Company considers any statements
that a.e not historical facts as “forward-looking staterments” They relate 1o events and trends that are subject to nisks and
uncertaintes that could cause the actual results and financial position of the GroupyCompany te differ matenally from the
information presenied i the relevant forward4ooking statement, When used in this document the woids “esimate” “proect”
“intend”, *aim" “anticipate” “believe”, expect” “should” and similar expressions, as they relate 1o the Group/Company or the
management of it, are ntended to dently such forward-looking statements. Readers are cautioned not 1o place undue
reliance on these forward-locking statements which speak only as at the date of this docurment Neuther the Group/Company
nor any member of the Group s/Company’s Board or managerment undertake any obligaton publicly to update of rewvise any
of the forward-locking staternents, whether as a result of new information, future events or atherwise save in respect of any
requiremnent under apphcable laws the Lisung Rules and other regulations
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Chairman’s statement

TT electronics is pleased to be able to report a creditable
performance against the backdrop of the global economic
recession For the year ended 31 December 2009, Group
revenue was £4996 million (2008 £584 3 million), down
14 5 per cent, producing an operating profit before exceptional
iterns of £6 5 millior compared with £270 million in 2008
This includes an operating loss of £29 million from AB
Automotive, the cimate control business which was closed
during the year Finance costs were £57 million net (2008
IMAGE £59 million) which comprnised £34 million of banking and
REMOVED finance interest (2008 £41 million) and £2 3 million relating
to pension fund accounting (2008 £18 million) Profit before
tax and exceptional items was £08 million compared with
John W Newrman £211 million In 2008 The taxation charge was £24 million
Chairman (2008 £57 milion) Exceptional charges relating to closure
costs and redundancies were £14 2 million (2008 £3 8 million}
In addition, the Group has recognised an impairment to the
goodwill relating to Optek Technology, Inc of £38 million
Headline loss per share was 13 pence compared with 92 pence
of earnings 1n 2008 In line with the dividend policy set out I
January last year, the Board 1s not recommending the payment
of a dividend for 2009

Given the weaker economic climate TT electronics has done
weli, especially significantly reducing net debt which at

31 December 2009 was £569 millon compared with £113 2
million at the previous year end, a decrease of 497 per cent
This was principally due to a reduction in working capital and
lower capital expenditure Significant time and resources were
committed to restructuring the businesses with costs incurred
relating to factory closures and redundancies, which regrettably
resulted 1N a reduction in the total number of our employees
by 19 per cent compared to June 2008
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“The Board would
like to express its
thanks to employees
worldwide who have
continued to support
the Group during a
challenging year.”

Despite the difficult market conditions, we have made good
progress against the strategic plan announced in January 2009
We have taken significant steps to improve the way In which we
service our major customers with the iImplementation of unified
regional sales teams in the Components division and a continued
focus on our key account management programme We have
also taken actions 1o focus the Group on those markets which
we believe will provide us with the opportunity for higher
growth and enhanced margins in the medium term

In ine with the Group's strategy to manage the businesses within
the General Industrial division for value, on 17 February 2010, we
announced the conditional sale of Wire Systems Technology (Pty)
Ltd, our South African manufacturer of winding wire, electrical
motor components and electrical insulation products

The consideration for the sale, payable in cash on completion,

15 Rand 60 million (currently approximately £54 million) plus

an amount equal to the cash balances of the company on the
day preceding the completion date This represents the most
significant disposal from our General Industrial division, following
the sales of two smaller businesses during 2009

The pension scheme trustees have benefited from the guidance
of therr Investment advisers We believe the pension scheme has
performed well and, on an IAS19 basis, it 1s 88 per cent funded
(2008 94 per cent)

The Board would like to express Its thanks tc employees
worldwide who have continued to support the Group durng
a challenging year

Overview

Businass review

Group accounts Governance

Company accounts
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Chairman’s statement ontinued)

On 26 January 2010 the Board of TT electronics appointed Tim
Roberts as Group Business Development Director Tim has been
with the Group for two years, he s a solicitor and has played a
major part in formulating and Implementing the new strategic
plan and | am confident that the Board will benefit fram his skills
and experience

Now In my 65th year | have decided to retire as Chairman and
from the Board following the 2010 Annual General Meeting

| was appointed Chief Executive of the Group in 1987 after a
company In which | was a major shareholder was acquired by
TT electronics plc (then called Tyzack Turner) In 1995 | became
executive Chairman before becoming non-executive Chairman
In September 2009 Sean Watson, who joined the Board as an
Independent non-executive Director in 2007, will become non-
executive Chairman following the next Annual General Meeting
to be held in May Last year the Group completed an in-depth
review and determined a new strategy and direction | am
confident that Sean’s experience and knowledge of the business,
together with his strong relationships with the Directors and
executive management, will ensure that the Group continues
successfully to deliver on the strategy which we have laid out
Sean is a corporate partner at CMS Cameron McKenna LLP,

a major Crty law firm

We saw some improvement in trading conditions in the final
quarter of 2009 which has continued n the first two months of
this year | am confident that the actions we have taken in 2009,
together with those underway, will enable TT electronics to
Inmprove Its performance

SIGNATURE
REMOVED

John W Newman
Chairman

12 March 2010
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How our Group is organised

Our divisional structure
enables organic growth to
be delivered by bringing
together our strong
underlying businesses,
technologies and
customers

Components
(see page 22)

Speciality and custom passive
components, optoelectronics,
microelectromic modules,
semiconductor products,
connectors and harnesses

LRI R R R BN A R I B R B A ]

Sensors
(see page 23)

Highly engineered custom sensor
solutions for specific transportation
and industnial applications

Tt e T e T ET I TIPS IS TERIRR SR RS

Integrated Manufactunng
Services (IMS) (see page 24)

QOutsourced manufacturing
and supply chain solutions for
customers with iower volume,
complex build and assembly
electronic products

IR R R I R B SR B ]

Secure Power
(see page 25}

Secure power sclutions including
generator sets, uninterruptible
power supplies and service

for customers’ critical power
requirements worldwide

General Industrial

(see page 26}
Manufacturing and distribution
operations serving a range of

market sectors with a vanety of
products and services

LR I N R N A A L B B R

The Group is segmented into five business divisions, each
with a clear strategy and direction to achieve value for
our shareholders. We are focused on delivering technology,
products and services to markets where we see the greatest
opportunities for growth and profit

Markets where we see
the greatest opportunity are.

L I I T I A I I R R I I R O B NS B R RN B R R )

Defence and aerospace

These markets are growth opportunities
for the Components and IMS divisions,

which offer electronic components, page
connectors and cable assemblies,

magnetics, microelectromc modules, IMAGE 1 2
sermiconductors, optoelectronics and REMOVED

manufactunng services to ornginal

equipment manufacturers (OEMs)
and their suppliers

Medical

OO R I R e R o I I R N A A R R N SR A N B I N ]

Although modest in terms of revenue
1n 2009, the medical market 1s a growth

sector for the Components, Sensors page
and IMS divisions which offer preasion
resistors, optical and potentiometnc IMAGE

REMOVED

sensors, microcircuits and assembly
services to customers

Automaotive

The automective market remains
important for the Components and
Sensors divisions with applications

including steenng sensors, crank and

camshaft sensors, chassis height sensors, IMAGE ] 6
electnical throttle control sensors and REMOVED

The Group sells into numerous diverse I —
segments within the industnal market
with a focus on specific apphcations page
where our broad technology and IMACE
REMOVED

Industrial

temperature and pressure sensors
design capabilities enable us to

provide Innovative solutions

Group accounts Governance Business review Qverview

Company accounts
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Our Group at a glance

Components Sensors
TT electronics plc Supported by a global network Supplies high performance custom
is a focused g|°ba| of application sales engineers the solutions to the automotive and
I L Compenents division provides industnial markets The business
€ ectrqmcs company engineered component solutions has competitive positions In speed,
supplying the which include fixed and variable direction and position sensing
world’s | eading resistor products, optoelectronics, particularly in chassts, powertrain
. power modules and control circurtry and transmission applications, and
manufacturers in for multiple applications, especially 1s developing a position in high
markets including where reliability, performance and temperature, gas, fluid gqualty and
packaging considerations are cntical low pressure sensing
defence and . to the custormer
aerospace, medical, The division 1s focused on growing
automotive and Key growth drivers are the increased in the more attractive broader
. . use of complex control electronics, transportation, automotive emission
industrial. We the need for electronics to operate in and safety and selective industnal
operate from more harsh environments and the increase control segments
than 20 major In circurt speeds
manufacturing
locations worldwide.
The Group consists
of five divisions as
follows Components, GRAPH GRAPH
Sensors, IMS, Secure REMOVED REMOVED
Power and General
Industrial In 2009, total
revenues for the Group
were £4996 million
with 6,302 people
employed worldwide Markets served Markets served
defence and derospace, automotive,
industrial, medical, Industrial
autromortive
Products Products
IMAGE IMAGE IMAGE IMAGE
REMOVED REMOVED REMOVED REMOVED
Hybnd power module 38999 senes It connectors Temperature sensor used Fully coated and freeze
for eleci ic vehicle mator are the preferred connectors  for reatment of exhaust ges  protected sensor
contrel for defence and aerospace i~ trucks
applicatons
For more information For more information
For more information on our business, please go to page 22 please go to page 23

please go 1o www ttelectronics com
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IMS

Specialises in providing high quality
electronic manufactuning services

to customers In the defence and
aerospace and premium industnal
sectors The division offers a broad
capability from board assembly to

full systems integration, design for
manufacturing and logistics support
The business Is focused on higher mix/
lower volume business with a strategy
to move towards more specialised
integrated assembly IMS has a
substantial design engineering team
and supports the Group international
purchasing office based in China

GRAPH
REMOVED

Markets served

industrial,
defence and aerospace,
medical
Services
IMAGE IMAGE
REMOVED REMOVED

The drvsion provides outsourced manufactuning
solutions across the ent e product Ifecyele fiom design

1 bespoke logistics

For more information
please go to page 24

Secure Power

Provides power protection solutrons
including generating sets, uninterruptible
power supplies and customer support
from cperations in the UK, Mexico, Brazil
and the Middle East.

Secure Power protects customers’ cniucal
power supplies with a reputation for
bespoke engineered solutions designed
for the most demanding apphications in
the petrochemical, medical, utiliies and
financial services sectors

GRAPH
REMOVED
Markets served
industrial
Products
IMAGE IMAGE
REMOVED REMOVED

New E-Senes UPS designed New generating set range

10 provide unintermuptible pnmanly designed for the
power for high reliability rental market where space
applicatons and high power 15 a pronty

For more informatien
please goto page 25

General Industrial

Compnises manufacturing and
distnbution operations serving a range
of market sectors with applications
including magnetics, electncal
fusegear, specialist compounds for the
cable and pipe markets and fastenings
for the industnal and automotive
sectors General Industrial also included
the AB Autornotive climate control
husiness, which was closed in 2009
and gave rise to an operating loss of
£2 9 mullion in the year on revenue

of £16 0 million

GRAPH
REMOVED

Markets served

industnal,

automotive
Products

IMAGE IMAGE
REMOVED REMOVED

High performance power Weatherproof distribution

cableinsulation compound boxused by major electncity
used in major infrastructure comparnies in averhead and
projects underground applicanons

For more informatien
please go ta page 26

Overview

Business review

Governance

Group accounts

Company accounts
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Our strategy in action

Our key goals:

Align the organisation
with the strategic
objectives of the Group,
recognising that our
employees are critical

to our success.

Achieve operational
excellence in the ways in
which we interface with
our customers, develop
and market our
technologies and
manufacture our
products.

Increase our presence in
higher growth and higher
margin markets.

Deliver a significant
increase in shareholder
value through the further
development of our core
Components division.

Reposition the Sensors
division for growth in the
broader transportation
and industrial markets.

Develop the IMS and
Secure Power divisions
through increased
management focus and
investment.

Convert over 100%

of operating profit to
operating cash flow after
capital expenditure.

QOur core values:

Our values are key differentiators and the source
of our competitive advantage:

Customer Driven

We are In business to deliver
value to our customers All that
we do s geared to providing
word-class products and

the best possible customer
experence

Passion for
Excellence

We stretch ourselves to make
the differe nce and look for
CONNUOUS IMprovements
by constantly challenging
the status quo

Innovative
Problem Solving

We pnde ourselves on our
ability to solve our customers’
problemns, focusing on
delivenng nnovative solutions
N a tmely manner

Integrity

We will always be straightforward
and transparent In our dealings
Upholding high ethical
standards and maintaning
Integnty are comerstones of our
business We are committed to
our corporate and social
responsibilities

People Focused

Success for our business will
be determined by our people
We am to attract, retain and
develop high quality staff
and ensure that they are

fully committed and
positively engaged

Teamwork

Tearmwork underpins our
business We encourage a
team-working ervironment,
constantly challenging each
other whilst maintaining
mutual respect and a dear
focus on the achievement
of common goals
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Implementing our strategy:

Organisation development

In order to provide a clear focus on delivery
and accountability, new operaticnal and
organisational structures were introduced
with effect from 1 January 2009

The senicr management team was
strengthened dunng the year with the
appointment of new leaders for the Sensors
and General Industrial divisions We also
appointed a new Divisional Chief Executive
for the Components division in January 2010

We recognise that our people form the
foundauons for our future In 2009, we
established core values for the Group

These provide a set of guiding principles

and behaviours 1o ensure that all employees
are aligned to our strategic objectives, as
cutlined opposite During the final quarter

of this year, we began the roll-out of a new
web-based performance management
system This system s enabling us to assess
the managers across our businesses, identify
and address their development needs, and set
and track objectives, ensuring that these are
ahgred with the Group's key goals Finally, a
revised management incentive plan has been
introduced with a focus on the achievement
of strategic objectives and cash generation,
as well as profit

Operational excellence

We continue to improve the way in which we
interface with our customers For example, on
1 July 2009, we implemented a new unified
sales structure across Europe in order to help
the businesses within the Components division
address specific markets and custorners
Following the success of this inittative, simitar
regional sales structures were implemented in
the USA and Asia on 1 January 2010,1n each
case creating a single route to market which
will allow us to better serve our customers

A key account management programme,
focused primanly on the defence and aerospace
and medical markets, has been applied to 14
major customers, each of which now benefits

from a norminated key account manager with
global responsibility [n certain market areas,
we have established virtual teams to enable us
10 bring together the full extent of the Group’s
world-class facilities, technologies and skills

in order to enhance our customer offenng

In particular, we are seeing good progress by
the defence and aerospace team, with the
combined Group capabilities being presented
1o key customers via an ongoing programme of
techrical roadshows Qur connectors business
has secured a substantial new customer in
Smiths Detection in support of their chemical
detecuon products, and a number of cther new
opportunities have been idenufied with major
defence companies The creation of the hybnd
vehicle electronics team has allowed us to map
our Group-wide capabiliiies against specific
applications including 1n the areas of battery
management and powertrain and we are
working on over 20 separate projects, iIncluding
a number with major car manufacturers
Although slower 1o develop, the medical
electronics team Is also now making good
progress in identfying opportunities that

can be better served on a co-ordinated
Group-wide basis

The development and intraduction of new
technologies and applications 15 key to the
Group's cantinued success Dunng 2009,
the engineenng teams in a number of our
businesses in the Companents, Sensors and
Secure Power divisions began to work more
closely together They are sharing technologies
and experiise across businesses within each
dmsion, including within the framework of
the virtual market teams and we expect this
to continue through 2010

Good progress was made in 2009 to reduce
inventones and increase manufacturing
efficiency Dunng 2010, we will conduct an
assessment of 10 businesses within the
Compenents and Sensors divisions o
establish areas for further improvement

Market focus

We have identified a number of markets which
we believe will provide the Components and
Serisors divisions with the opportunity for
higher growth and margins These include the
defence and aerospace and medical markets
We have also identfied certain segments within
the automotive, broader transportation and
industnal markets, which we believe represent
attractive opportunities for us Although our
revenue was adversely impacted during 2009
by the global economic downturn, we made
progress on developing our position i the
target segments This was dnven by the key
account management programme, the virtual
market teams and by specific actions ona
business-by-business basis In addition, we have
de-emphasised a number of lower growth or
lower profit market segments and completed
the withdrawa! from the AB Automotive Cimate
control business

Development of Components,
Sensors, IMS and Secure
Power divisions

The Strategic Review (dentified clear priorities
for each of the divisions for 2009 Progress was
made durning the year across all divisions and
this Is set aut In more detall on pages 22 10 26

Cash flow generation

The Group generated an underlying operating
cash flow of £83 ¢ million dunng 2009,
principally due 1o 2 reduction in working capital
As aresult, Group net debt was nearly hatved
1o £56 9 million fram an opening position of
£113.2 million, improving the Group's ability

to fund programmes to develop the business
in iine with its strategy

Group accounts Governance Business review Overview

Company accounts
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Measuring our performance

Measuring our
performance is
integral to the

next phase of our
strategic growth.

We have carefully
selected the following
Key Performance
Indicators (KPls)

to benchmark our
progress. In 2009, the
global recession has
impacted progress
against the KPls.

Non-financial KPls

We recognise that our people are critical to the
success of our business We are committed to
creating a safe working environment which
supports the development of our employess
and rewards them for their achievements

We have taken a number of steps m this area
dunng 2009 including the introduction of

a clear set of core values for the Group and
the implementation of a new performance
management systern We will be introducing
a number of nor-financial KPIs dunng 2010 to
measure and report on progress

Financial KPls

Organic revenue growth

Definition

Organic revenue growth measures the change
in revenue in the current year compared

with the prior year, from continuing Group
operations The effect of currency movernents
and acquisitions made dunng the current or
prior financial period have been removed

We have chosen this specific KPl because our
strategy 15 to partiopate in markets which
have the ability to provide us with growth
opportunities

Operating profit margin

Definition

Operating profit margin s defined as operating
profit before exceptional items from continuing
operations expressed as a percentage of
revenue from continuing operations

This KPl 15 appropriate because we are focused
on increasing the propoertion of revenue

from those markets where we can make
higher returns, in addition to delivenng an
improvement In aperational efficency

2009
Components

3.1%

Target
In medium term

10%

2009
Sensors

-3.7%

Target
in longer term

10%

Performance

QOrganic revenue growth was adversely
impacted by the downturn in the global

economy dunng 2009

2009

-24.3%

Performance

Target
for next five years

Mid to high
single digits

Profitability was impacted in all divisions by a
reduction in revenue dunng the year

2009
Group

1.3%

2009
Secure Power

8.1%

2009
IMS

3.2%

Target
in medium term

8-10%

Target
in short term

10%

Target
inmediurm term

6-8%
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Operating cash conversion

Definttion

Operaung cash corversion is defined as

cash generated from continuing operations
after capital and development expenditure
expressed as a percentage of operating profit
before exceptional iterns from continuing
operations Cash conversion is an impertant
metnc to track the management of our working
capital and capital expenditure programme

Earnings Per Share (EPS) growth

Definition

EPS growth 1s calculated as profit before
exceptional items atinbutable 10 the
shareholders dvided by the weighted average
number of shares In 1ssue during the year

We have chosen EPS growth asa KPlasitis

a standard metric to determine corporate
profitability for shareholders Inaddition, itis
ameasure used as one of the performance
conditions in the Group's Long Term Incentive
Plan - see further detal on page 43

Relative Total Shareholder
Return (TSR)

Definition

TSR s defingd as caprtal growth plus dnadends
paid, assuming dradends are re-invesied over
the penod using a three-month opening and
closing average

We believe that TSR 1s an important measure

of the delivery of shareholder value as well as
relatve performance in addition, it s a measure
used as one of the performance conditions

In the Group's Long Term Incentive Plan - see
further detall on page 43

Performance

Good cash flow was delivered in 2009 due

to actions taken to reduce working capital
across all divisions In response to the dechne in
revenues, together with a lower level of capital
expenditure

2009 Target
for next three years

1,040% 100%

Performance

EPS was negative dunng the year due iothe
impact of the global economic downturn on
the Group’s results

2009 Target
Not meanmngful Year onyear
growth of = 3%
m excess of RPI
Performance

There was a strong improvement in the Group's
share price during 2009 resultng in a TSR of
627 per cent compared to the median of the
comparator group of 394 per cent

2009 Target

Between Above median

median performance

and upper aganst the FTSE

quartile Small Cap (excluding
Investment trusts)

Overview

Business review

Group accounts Governance

Company accounts
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Focused on

defence &
aerospace

We have extensive experience of working on complex
projects for major defence contractors supplying technical
solutions for critical applications operating in harsh
environments. The defence market I1s dnven by US and
European government spending on long-term programmes
such as Eurofighter, the upgrade of communicattons networks
and new military vehicles for use In Irag and Afghanistan

As technology continues to develop, we are well positioned
to increase our supply of components for the increasingly
complex electronic systems that are being deployed on

the battlefield including those in land-based vehicles,
unmanned aeral vehicles and on personnel

We expect the avil aviation market to continue to experience
demand in emerging economies and replacement activities In
mature markets, as aircraft become more efficient There 15 also
an increased demand for cntical electronic components and
systems resulting from the ongoing move from hydraulic to
electrical systems to reduce weight and increase efficiency

Product
Working with Ultra Electronics Limited, we
have developed circuit protection for the
IMAGE Wing lce Protection Systerm on the Boeing
G 787 Dreamliner with production starting
REMOVED n 2010 This specialist software controlled
fuse s wdeal for high reliability safety entrcal
systerns and versions have also been
designed nto military aircraft applications

Contract

The Components division is supporting
Thales UK on the integration of counter
measure and communication systems
on armoured vehicles being supplied
to the British Armed Forces to be
deployed in Afghanistan. The contract,
worth up to £2 million, involves the
supply of specialist connectors and
harnesses by AB Connectors Ltd and
New Chapel Electronics Ltd.

IMAGE |
REMOVED |
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Contract

Our design engineering teams have
worked with a global healthcare
product leader to design a high voltage
optical isolator for use in medical
device applications where there is a
requirement to separate high voltage
and low voltage circuitry. Initially, the
product will be used in defibrillators
and electro scalpels.

IMAGE
REMOVED

OVERVIEW

Focused on

medical

We work with leading medical device manufacturers to
provide more reliable solutions to doctors and patients
worldwide in areas such as defibrillators and other patient
monitoring and diagnosis applications. The medical device
market continues to grow driven by an ageing population in
the US and Europe and by greater access to medical care in
developing economies In 2009, we saw an increased

demand in a number of areas and a growing trend for
manufacturers to outsource the assembly of equipment,
which 1s expected to benefit our IMS division

We have invested In research and development and are
working closely with customers, enabling them to deliver
safer and more advanced solutions

Product
Optek’s self-calibrating fluid sensor 1s
capable of adapting tself to different opucal
densities This delivers two benefits to
IMAGE medical device customers reduced design
REMOVED ume and consistent long-term reliability
Qutperforming mare costly ultrasonic
solutions, the sensor 15 ideal for air or fluid
detecuon in Infusion and transfusion purnps

Group accounts Governance Business review Overview

Company accounts
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OVERVIEW

Focused on

automotive

Our Components and Sensors divisions have many years’
experience delivering complex electronic solutions to
major automotive OEMs. Although little overall improvement

in volumes 1s expected in the short term, the Increased Contract

use of electronics and sensors will continue, driven by an We are constantly working with our

increase in safety features and a desire for more efficient customers on technology to reduce the
impact of vehicies on the environment,

and environmentally frendly vehicles Evidence can be 2009 saw Us win significant business

seen In applications such as the development of stop/start with leading European truck

technologres, which require additional sensors and electronics iERESETII LAY
the design of a high temperature

Significant electronics are also required for the control and censor to monitor the affectiveness
operation of hybrid and fully electnic vehicles, although it will of the cleaning process within the

be some years before these reach full volume production exhaust system. The technology
ensures that all MAN trucks and buses
are compliant with environmental

legislation Eurc 4 and Euro 5.

Product IMAGE

The Sensars division was chosen by REMOVED
BMW tc supply a new range of speed
IMAGE sensors for a stop/start apphication Using
REMOVED proprietary magnetic sensing technology,
we developed an apphcation whieh will be
fitted onto all BMW four and six-cylinder
engines, worldwide starting in 2010
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Contract

The Components division worked
with Xerox to help create a market-
leading digital colour printer.

Qur high-accuracy reflective sensor
is being used by Xerox to precisely
register multiple colour images on
top of each other to ensure a crisp
clear output.

IMAGE
REMOVED

QVERVIEW

Focused on

industria

Our design engineering teams develop innovative
solutions for a wide range of industrial customers

worldwide. Product applications include industrial sensors

for manufacturing equipment and smart valve control,
electronic power and control modules for a varety of
applications including downhole drilling and discrete
electronic components for numerous applications

We focus on identifying growth segments where we can
provide innovative solutions for cnitical applications based

on our broad technologies and design capabilities

IMAGE
REMOVED

Product

We are 3 market leader in the design

and manufacture of customised input
protection resistors for smart electnicity
meters The Components division has
contracts with global energy metering
companies, supplying a wide range of
resistors, ncluding the Z Form {pictured),
capable of withstanding extrems
conditions including ightring strikes

Overview

Business review

Governance

Group accounts

Lompany accounts
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Delivering our strategy

IMAGE IMAGE
REMOVED REMOVED
Geraint Anderson Shatish D Dasam

Group Chief Executive

Group Finance Director

SIGNATURE
REMOVED

SIGNATURE
REMOVED

12 March 2010

For more information on our business,
please go to www ttelectronics com

Overview of Group
performance

Announced in January 2009, the results

of our Strategic Review identified our core
business as the design and development
of highly engineered, bespoke electronic
components for specialist growth markets,
addressed by the Components and Sensors
divisions The IMS and Secure Power
divisions were identified as representing
scalable strategic opportunities, with the
businesses wrthin the General Industnal
division to be “run for value”, In addition,
we set out an objective to increase the
proportion of Group revenue from the
industna | including medical) and the
defence and aerospace markets and to
reduce reliance on the automotive market
from 40 per cent of revenue in 2008to a
targeted range of 25 to 30 per cent

in the medium term

During 2009, significant ime and resgurces
were commutted to restruciunng the businesses
and implementing the actions identified by the
Strategic Review The proportion of revenue
from the defence and aerospace market
increased 1o 13 per cent in 2009 {2008

11 per cent) whilst the medical market

increased to 3 per cent (2008 2 per cent)

Sales to the automotive market decreased

from 4C per cent to 36 per cent

We made good progress dunng the year in
strengthening the senior management team
and creating a structure to enable a clear focus
on delivery and accountability A number of
initiatives have been implemented o improve
the way we interface with customers, most
notably within the Components dmsion In
additen, we have introduced virtual market
teams 1o drive growth in key areas Further
detalls are set out on page §

Market conditions

Dunng the first haif of the year, performance was
affected by a significant reduction in demand
from the autornotive industry and to a lesser
extent, from many industnal customers This
particularly iImpacted the Componenits, Sensors
and General Industnal divisions Whilst the
reduced demand continued through the third
quarter, there was some iImprovement towards
the end of the year particularly in the automotive
business, aithough this was partly due to
government “scrappage” schemes Following a
robust end to 2008, IMS saw demand fall in early
2009 and continue at lower fevels throughout
the year as the global downturn impacted
manufacturing Whilst 2009 was a difficult year
for the Secure Power division with a decrease

In new arders for large projects, there was good
actvity In a number of markets and geographies
Including the petrochemical secterand in

Latin Amernica

GRAPH GRAPH GRAPH
REMOVED REMOVED REMOVED
GRAPH GRAPH GRAPH
REMOVED REMOVED REMOVED
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Revenue

Group revenue reduced by 145 per cent to
£4996 million (2008 £584 3 million) However,
the revenue figure benefited from foreign
exchange movernents of approximately £44
millon The undertying reduction in revenue was
22 per cent. Volumes getercrated sharply in the
first half of 2003, with underlying sales down by
29 per cent at the half year The second haif saw
some relative Improvement, particularly in the
final months of 2009

For the fult vear, underlying revenue inthe
Components division was down 117 per cent.
The Sensors division saw some stablisation of
actvity In the last quarter but overall revenues
were down by 25.3 per cent Revenue In the IMS
dwision was down by 359 per cent onan
underying basis and in Secure Power by 90 per
cent The performance of the Generat Industnial
division was distorted by the AB Automotive
climate control business which was run to
closure In 2009 The other businesses in the
dmsion saw an underlying reduction in revenue
of 117 per cent All figures exclude foreign
exchange varations

Operating profits (before exceptional items}
Operating profit was severely affected by the
reduction in sales Foflowing a difficult first four
months, the Group traded profitably from May
onwards as cost reduction actions began 1o
offset the drop in volumes We achieved an
operating profit of £71 millior in the second half
compared with 2 loss of £06 millien in the first
half, gving an averall resuit for the year of

AB Automotive — Chimate control exit
Sensors — European restructuring
Sensors — Romford closure

IMS — UK consolidation

BI SMT - closure of manufacturing
General Industrial restructunng
Other restructuring

Profit on sale of properties

Total exceptional

Operating

Total

£6.5 rmillion {2008 £270 million) This includes
the impact of the AB Automotive chmate control
business which gave nse 10 a loss of £29 millon
Operating margins for all dvisions, apart from
IMS, improved in the second half There was a
small net benefit of £0 2 million from the

impact of foreign exchange variations on

the retranslatton of operating profit

Restructuring

The restructunng programme has been
implemented extensively with a series of
measures to reduce costs and improve
performance These included the closure of
facilities and the consolidation of manufactunng
activity, headcount reductions, short tme
working, a pay freeze and an extension to
normal factory shut-downs Much of the
restructuring is now complete, with the
remnaining activity being implemented in
the first few months of 2010

As a result of the measures taken, 1t 15 estmated
that costs will have been reduced by over

£31 millon on an annuahsed basis Headcount
reduced by 1,507 between June 2008 and
December 2009, representing 19 per cent

of the global workforce

The cost of the restructuning in 2009 was
£159 million, of which £14 2 million relates
o major programmes or plant closures
and 1s treated as an exceptional cost

The balance of £1 7 million has been
charged to operating profits

Costs Benefits -
annualised

cost

2009 2008 recduction
£m £fm £m
32 27 40
74 - 82
04 11 16
12 - 19
10 - 08
14 - 0%
06 - 03
(10 - -
14.2 38 177
17 21 136
159 59 313

£499.6m

Group revenue

£6.5m

Operating profit

Overview
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Group accounts
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Components

IMAGE
REMOQVED

“This is a very
exciting time to join
the management
team. The actions
completed in 2009,
and those currently
in progress, provide
the Components
division with a great
platform to deliver
differentiated
technical solutions
to our global
customers in our
target markets.”

Biflal Hammoud
Divisional Chief Executive —
Components

The focus of the Components division 1son
delivering highly engineered components,
including products which are custom
designed for specific applications by the
division’s global network of application sales
engineers, who support customers’ own
design centres The business has strong
market posrtions in a number of product
segmentsincluding fixed and vanable resistors
aswell as miltary connectors and harnesses
It 1s continuing to Invest i new product
development in growth segments such as
visible optical and power semiconductors

The division benefits from a global footpnnt with
facilines in North America, Mexico, Europe and
Asia, and with a sales presence in all majer markets

Historically, each of the dwision’s businesses had
their own sales teams and routes to market
Following the Strategic Review, it was
determined that a single unified sales force In
each of Europe, Asta and the US, would deliver
significant benefits The new sales structure for
Europe was implemented with effect from 1 July
2009 in order to improve the way in which all of
the division’s businesses address the European
market New sales structures in the US and Asia
were launched on 1 January 2010 The key
account management programme launched

In 2009 has now been extended to 14 of the
Group's top accounts It has been well received
by customers leading to the development

of higher level partnerships For example, the
Group has recently been granted “key supplier”

Market condrtions

The division operates across 2 number of end
markets Including defence and aerospace,
industrial and automoiive Key growth drivers are
the increased use of complex control electronics
in applications where high relability 15 vital, the
need for electronics to operate in harsh
environments and the Increased crcuit speeds
required by modern elecironic solutions

Demand in most market segments was
significantly impacted m the first half of the year
by the global recession Whilst there was some
increase In demand towards the end of the year,
we remain cautious that this was pnmarnly due to
a re-stocking of the supply chain as opposed to
amatertal Increase in end market demand

Performance

Underlying revenue was down by 117 per cent
after adjusting for foreign exchange movements
Gross margins held up across most businesses
but there was a decline In operating profit due
to the significant reduction in volumes which
was offset 1o some extent by cost reductions
Redundancy costs of £1 3 miflion were charged
to operating profits in the year and there was a
headcount reduction of 293

Qutlook

The increase in orders in the final quarter of 2009
has contnued into the first quarter of 2010 with
improved visibility for the first half of the year
We will continue to improve the way in which
WE serve our customers and expect to see

status by Schneider Electric increasing benefits from the unified sales
structures now (n place in Europe, USA and Asia
Revenue £190.8m
Operating profit £5.9m
GRAPH GRAPH GRAPH
REMOVED REMOVED REMOVED
GRAPH GRAPH
REMOVED REMOVED




23 TT electronics plc
Annual Report 2009

BUSINESS REVIEW

Sensors

Histonically, the Sensors division has focused
on providing highly engineered sensors

for specific automotive and industnal
applications, particularly with majer German
automotive OEMs The business has strong
market positions in speed, direction and
position sensing, especally in chassis,
powertrain and transmission applications,
and 1s developing an emerging position

in high temperature, gas, fluid quality and
low pressure sensing The division 1s now
focused on growing its business in system
critical automotive applications, the broader
transportation market and selective high
accuracy industnial sensors segments

whilst also consolidating its presence

in emerging markets

Principal operations are based in Germany
with further sites in the UK, Eastern Europe,
China and India

As part of the fundamental reaignment of the
dision’s cost base, a major restructunng
programme was implemented in Germany,
resulting in a headcount reduction of over 250
during the year The cost ansing from this of

£74 millien has been charged as an excepticnal
item and annualised savings of £8 2 million are
projected from these actions The closure of the
AB Electronic facility at Romford was completed
on schedule with the majonty of manufactunng
transferred to existing low-cost facilities in Incha
and China These actions meant that the division
tracied profitably from June 2009

Operations in China and India made significant
progress in 2009 with support from our German
aperations, with sevesal strategic orders secured
from targeted indigenous OEMs in each regron

Market condrtions

Sensor usage on vehicles 1s growing, due to
tghter legislation relating 1o vehicle emissions
and safety In &urope, Euro 5, which brought a
step change in standards, came into force in
2009 and similar standards are being rolled
out glebally In response, OEMs are striving

to iImpiove engine efficiency and meet the
legistation whilst remaining competitive

Notwithstanding a steady Increase In sensors
on each platform, demand from automotive
manufacturers in the US and 1n Europe
expenenced a sharp reduction in the fourth
quarter of 2008 as all major OEMs reduced
thetr manufactuning cutput This continued
throughout 2009 as many customers
immplemented short time working and
extended factory close-downs The premium
end of the passenger car market was
impacted the most, with smaller cars seeing
some benefit from the scrappage schemes
implemented in the US and Europe inthe
second half of the year In addition, truck
volumes also reduced significantly

Performance

Underlying revenue in 2009, excluding the effect
of foreign exchange, fell by 253 per centdue to
the significant reduction in auiomotive dernand
Although this was partly mitgated by cost
reductions, operating profit before excepticnal
iterns reduced sharply 1o a loss of £39 millon

Outlook

whilst there has been some Improvementin
dermnand In recent months, we do not expect to
see a matenal improvement in overall passenger
car of truck volumes amongst our European
customers dunng 2010 Instead, any revenue
growth 1s expected to be delivered by new

automotive programmes moving INto volume
Revenue £105.4m production This will be augmented by our
Operatlng loss £(3.9)m progress in developing automative business in
India and China and by a further move into new
industrial and broader transportation markets
GRAPH GRAPH GRAPH
REMOVED REMOVED REMOVED
GRAPH GRAPH
REMOVED REMOVED

IMAGE
REMOVED

“We took significant
steps during 2009 to
adjust the division's
cost base leaving
us well positioned
to benefit from any
recovery in demand
in 2010. In addition
to better serving
our traditional
customers, we are
actively pursuing
new business in
China and India

and looking at
ways to exploit our
technical expertise
in the broader
transportation

and industrial
markets over the
medium term.”

Pat Murray
Drasional Chief Executive -
Sensors

Overview

Bustness review
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Company accounts
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IMS

IMAGE
REMOVED

“The outsourced
manufacturing
market suffered
from a significant
drop in demand

in 2009 as a result
of the global
downturn. Whilst we
see some signs of
stability returning,
we remain cautious
about the coming
year and will
continue to focus
on the actions we
have putin place
to better serve our
customers and win
new business.”

John Molloy
Dwvisional Chief Exequtive -
IM5

With operations in the UK, USA, China
and Malaysia, the dwision specialises in
providing high quality electronic
manufacturing support for customers in
the defence and aerospace, telecom and
prermium industnal sectors The dvision
has a broad capability from board assembly
to full systems integration, design for
manufacturing and logistics support,
focused on higher mix/lower volume
business It has a substantial design
engineering team and supports an
international purchasing office in China

Aunified strategy was implemented across

all businesses, targeting customners that require
more specialised integrated assembly in certain
markets In ine with this strategy, all businesses
within the division attained new quality awards
during 2009, with the faciity in China becoming
the first electronic manufactunng senvices
provider I the country to obitain the *(RIS”
international rail standard The global footpnnt
of the IMS operations 1s a key strength that s
increasingly valued by customers A global sales
structure 1s now In place to allow the division to
better meet the needs of customers across
multiple geographies inthe UK we have
announced the closure of the Aylesbury plant,
This 15 on track for completion by the end of

Market condritions

Following a robust end 1o 2008, the division
experienced a significant reducticn in
demand in early 2009 as the global downiurn
impacied manufactunng volumes worldwide
The lower levels of demand persisted
throughout the year with many customers
reducing commutments and re-scheduling
deliveries The move towards greater use

of outscurcing by medical and industrial
manufacturers seeking to reduce fixed

costs conunued dunng the year, albeit

at reduced levels [

Performance

Underlying revenue was down by 359 per
cent after adiusung for foreign exchange
movements The significant reduction in
volumes resulted In a decline In operating
profit 1o £24 millon and there was a
headcount reduction of 179 duning the year

Outlook

We are seeing some improvement in demand
in China and the US as we move into 2010

This s bemng accompanied by some tightening
in the labour market and a shortage of certain
components in China Although there still
rermnains significant uncertainty, Customers are
beginning to provide more visibility in terms

March 2010 and the transfer of business 1o our of forward demand
Rogerstone facility 1s substantally complete
Revenue £75.1m
Operating profit £24m
GRAPH GRAPH GRAPH
REMOVED REMOVED REMQVED
GRAPH GRAPH
REMOVED REMOVED :
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Secure Power

The dvision has two principal operations
Ottomotores in Mexico and Dale Power
Solutions in the UK Both companies
provide secure power solutions for
customers’ critical power needs in
selected markets worldwide

Ottomotores manwufactures generator sets and
distnbutes uninterruptible power supplies (UPS)
within Mexico and key markets in the Middle
East and Latin Amenca Dale Power Solutions
provides a similar product ine within the UK
and certain overseas markets It has a particular
focus on delivering bespoke power solutions
to custorners with mission critical power
requirements, iIncluding utitities and companies
In the petrochemical, financial services and
healthcare sectors

The Secure Power division has taken steps

1o Increase export business with further
development of its distribution network in Latin
America, coupled with new sales and service
offices opened in the Middle East dunng the
latter part of 2009 and in Brazil in January 2010
The generater set and UPS product ranges have
alsc been improved and extended

As part of the strategic development of the
Secure Power service business, a facility was
opened in Aberdeen 1o support ithe Group's
growing offshore ol and gas maintenance
customer and contract base in the region This
faclity has already proved valuable in supperung
a three-year agreement with Total E&P UK Ld to
provide service and maintenance, which was
secured during the year In addition, four regional
support centres were established in Mexico 1o
enhance customer service and improve the
capture and retention of service business

Market conditions

2009 was a difficult year for the global secure
power market with a reduction in new orders
for large projects linked to construction,
financial services and tounism, particularly

1n the UK and Middle East The dwision was
able 1o offset some of this market weakness
through 1ts focus on the petrochemical
sector and increased market penetration

1n Latin America, notably Brazil

Performance

The diwision delivered a sold performance In
2009 in difficult market conditions Revenue was
down 90 per cent after adjusting for foreign
exchange movements Operating profit reduced
by £3 mithion due to lower revenues In addition,
2008 operating profit for the Mexican business
benefited from a foreign exchange gain, which
arose from a strengthening of the US dollar

The successful completion of a gas turbine
refurtbishment project In Kazakhstan, coupled
with the ongoing supply of secure power
systems to a number of UK hosprials, helped
underpin performance The Mexican operation
benefited from new contracts in the domestic
oll exploraton and power utlities sector

QOutlock

Developed markets are expected to remain
challenging dunng 2010 although there has
been an increase in actwity for larger secure
power projects since the beginning of the year
There 1s ongoing demand in developing
economies, particularly in Latin America, as
demand for power continues o outstrip
Investment i generation and distnbuoion
infrasiructure Demand from the Middle East
remains subdued

Revenue £59.1m
Operating profit £4.8m
GRAPH GRAPH GRAPH
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“During 2009 we
implemented a
number of steps
to better serve
new markets

and customers
including opening
anew service
office in Aberdeen,
broadening and
enhancing our
product range
and establishing a
presence in Brazil.
Whilst we expect
the market to
remain difficult

in 2010, | believe
that these actions
position the division
well for continued
future growth.”

Nigel Brice
Divisional Chief Executive -
Secure Power
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General Industrial

IMAGE
REMOVED

“Despite difficult
trading conditions
during 2009, the
General Industrial
division, with

the exception of
AB Automotive,
generated cash
and profitin the
second half of the
year. The actions
taken to reduce
costs and develop
sales position the
division well for
the coming year.”

Andrew Dick
Divisional Chief Executive -
General Industnal

For mare inforrmation on our business,
please go to www ttelectronics com

With operations in the UK, South Afnica,
India, China, USA and Canada, the dvision
serves a range of market sectors
Applications include magnetics, electrical
fusegear, specialist compounds for the cable
and pipe markets and fastenings for the
industnial and automotive sectors

General Industnal also incorporated the

AB Automotive climate control business,
which was closed during 2009

A new Divisional Chief Executive was appointed
in April to manage the businesses for value In
2008, the Group invested in the relocation of AEI
Compounds to a new facllity and in additional
capacity to meet the increasing demand for
specalist low smoke and furne compound for
the cable market The relecation of further
manufactunng from the WT Henley facility

N the UK to the Group's site in China was
announced in November and 1son track to

be completed by the end of March 2010

Dunng 2009, the sales of two small businesses
inScotland and Australia were completed

In addition, the condimonal sale of Wire Systems
Technclogy (Pty) Ltd, based in South Africa,
was announced on 17 February 2010

Market condrtions

The businesses within General Industnal serve
awide range of end markets all of which were
impacted by the global recession during 2009
in general terms, there was a sigrificant decline
in the first half of the year with some sigris of
stability in the fourth quarter

Performance

Revenue for the diwision reduced by 321 per
centon a constant currency bass with a £51
million reducacn in operating profit The
financial performance was impacted by the exit
from the AB Automotive cdimate contral business
which was completed by the end of 2009 and
which gave rise to an operating loss of £2 9
milion for the year, and by the sales of two
small businesses durning the year Revenue for
continuing businesses reduced by 117 per cent
o £53 2 mihen with an operating profitin 2009
of £0 2 milhion (2008 £49 milllion) £03 million of
restructuning costs were charged to operating
profit dunng the year

Outlook

Following a steep decline n demand, particularly
in the first half of 2009, there have been signs of
stability in the first quarter of 2010 with volumes
reflecting a reversal of some of the de-stocking

Revenue £69.2m which took place in the first half of last year
Operating loss £(2.7)m
GRAPH GRAPH GRAPH
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Financial review

Overview

Operating profit for the year reduced to

£65 milion (2008 £270 million) due to the
impact of the globat economic slowdown, offset
to some extent by the cost reductions ansing
from the iImplementation of the restructuring
programme Profit before tax and exceptional
items was £08 million (2008 £211 milion)

Exceptional tems

Exceptional costs of £180 milion were incurred
in the year (2008 £3 8 million} This comprised
£14 2 million in respect of restructunng
described on page 21 and £3 8 millionon
imparment of goodwill In respect of Optek
Technology, Inc The impairment has been
made following a review of the future cash
flows of the business compared with the
carrying value of goodwill and other asseis

Taxation

The tax charge for the year was £2 4 million,
after a £04 million credit refating e exceptional
iterns The charge anses from profits generated
In Qverseas couninies, particularly Mexico and
China There was no tax payable in the UK due
to current year losses

Diidends and earnings per share

Headline loss per share was 13 pence compared
with earnings of § 2 pence in 2008 Basic loss

per share was 12 6 pence (2008 earnings

of 75 pence)

As announced in January 2009, the Board has
set a dvidend policy to maintain cover of at
least two tmes underlying earmings per share

For the year ending 31 December 2009, the
Board has not recommended a final dvidend
(2008 nil) and no interm dvidend was paid
(2008 369 pence)

Cash flow, borrowings and facilities

2009 2008
£millon  £mikion

Underlying cperating
cash flow 839 501
Caputal expenditure 94 219
Development expenditure 69 109
Exceptional restructunng costs 96 17
Net debt 569 1132
Stock turn (umes) 50 41
Debtor days 48 58
Creditor days 57 50

Underlying operating cash flow of £83 9 milion
was £33 8 million higher than 2008 due mainly
10 the significant reduction in working capital
which offset reduced profits The working capital
improvernent of £472 miflion represented a
significant out-performance on the upgraded
target reduction of £17-20 milkion This
achievement was driven by actions undertaken
at all business units to iImprave matenal flows
across the factory, deliver supply chain
efficencies and agree improved terms with
customers and suppliers Inventory reduced by
£311 million accompanied by an iImprovement
in stock turns from 41 1o 50 imes There was
also an improvement in debtor days and creditor
days as shown above with a £22 2 milkon
reduction in debtors offset in part by a £61
milllon reduction in creditors

Capital expenditure was £94 million cormpared
with depreciation of £241 million New approval
processes have been intreduced to ensure that
expenditure Is focused on key projects with an
attractive return and that postimplernentation
reviews are undertaken for major projects

to compare the benefits attained with

previous projections

Exceptional restructunng cash costs were

£96 million (2008 £17 millon) ansing from
the iImplementation of the cost-reduction
programmes described previously

Net cash flow for the year was £514 million
(2008 £161 millicn negative) and this, together
with the favourable £48 millon exchange
varance, led to a near halving of the net debit to
£56 9 million (December 2008 £113 2 millicn}

The Group nas total banking facilities avallable
of £131 million, of which £32 million comprises
working capttal faciliies with a number of
major UK and overseas banks This amount

15 periedically reviewed The main term loan
of £70 million is a multi-currency revolving
facility with HSBC extending to 2011

The main financial covenants are 1n the HSBC
loan agreement and restnct gross debt to below
three times total earnings before interest, tax,
depreciation, amertisation and exceptional
1terns ("EBITDA before exceptionals”) In addiuon,
EBITDA before exceptionals 1s required to cover
gross Interest by at least six imes The covenants
are tested annually and were satisfied
comfortably at December 2009

Term  Actual
Gross debt / EBITDA
before exceptionals <3 1.9
EBITDA before
exceptionals / gross Interest >6 118

The Directors have reviewed the budgets for
2010 and the projections for 2011 developed
dunng the 2009 annual strategic planning cycle,
which have been adjusted to take account of the
current trading environment Demand in most of
the Group’s end markets was severely affected
by the global economic recession Recognising
thus, the Directors have considered a range of
different scenanos and the impact of these on
the Group's cash flow, facilities and headroom
within its banking covenants Further, the
Directors have assessed the future funding
requiremenits of the Group and compared them
with the level of avaliable borrowing facilities
Based on this work the Directers are sausfied that
the Group has adequate resources for the
foreseeable future

Pensions

The Group operates both defined benefit and
defined contributien schemes in the UK Assets
and liabilities of the defined benefit schemes
are summarised below

December December

2009 2008

£million fmillon

Fairvalue of assets 3029 2790
Liabilities (343 6) (2641)
Deficit - UK scheme (40 7) {151)
Qverseas schemes (30) (3.5)
Tetal Group deficit 437) (186)

The increase in the deficit dunng the year was
due to the reducuon inthe discount rate, offset
in part by higher asset values

The defined benefit schemes have been closed
to new entrants for a number of years and,
following consultations with members, a
decision has been 1aken to close the UK scherne
1o future accrual and to transfer members o

a defined contnbution scheme This was
implemented for the USA scheme dunng 2009

A revised funding agreement was agreed with
the Trustee in January 2009, fixng deficit
contributions out to 2016 Under the agreement,
a contribution of £2 2 million was macde into the
scheme in 2009{2008 £2 2 milion)
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Principal risks and uncertainties

The Group is subject to a variety of risks which could have a negative impact oniits
performance and financial position. The Board is responsible for the Group’s system

of internal control and risk management and for reviewing its effectiveness. The principal
risks are considered to be:

Principal nisks Description of nisk How we mitigate that risk

Market and customer General economic downturn leading to reduction in Forward-lcoking indicators are regularly
related customer demand and production volumes reviewed to identify deterorating market
conditions The cost base ts reduced as required
and there 1s a management structure in

place to enable a rapid response to changing
circumstances

Significant erosion of existing customer base as a We review key customers as part of the annual
result of customer relocation or a reduction inend user strategic planning process and establish and
demand for their products monitor plans to diversify the customer base

A key account management programme ensures
major customers are serviced on a global basis
We continue to increase our capabilities to
service customers in emerging markets
Over-dependence cn one or more key market sectors Market concentration is reviewed annually at
a business, divisional and Group level as part of
the annual strategic planning process Plans are
established to address any 1ssues identified

Major customer default giving nse to bad debts and/or Customer credit imits are regularly reviewed

unsold inventory and the ageing of receivables i1s reported
monthly Major new customers are credit
checked and, where appropriate, payments
are secured in advance of shipping

Manufacturing and Major product hability claim or recall costs from gquality Comprehensive quality control procedures are
operational fallure, particularly in the automotive sector backed up by an approprate level of insurance
Major contracts are reviewed by the Group
Legal Counsel

Failure of business continuity plans with consequential Robust business continuity plans in place at
impact on revenue and profit each business and tested periodically
Inadeguate succession planning, combined with a A talent review process 1s held twice a year to
lack of training and development, resulting in a lack of assess serior management across the Group,
management talent identify succession issues and determine

training and development needs tnaddition,
we are now able to identify, assess and monitor
the development of the Group’s management
using a web-based performance management
tool introduced in the final quarter of 2009

Damage to reputation amongsi key stakeholders due o Comprehensive quality control procedures are
product quality or product delivery issues in place and we continuously work to build and
maintain relationships with all key stakeholders

Financial Liquidity, fereign exchange and interest risk Financial risks are managed at a Group level as
further described below
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Risk management process

In common with other international businesses,
the Group 15 exposed 10 a number of potental
risks which may have a material effect on s
reputation and financial or operational
performance iIncluding product hability, credit
risk, relance on customers’ commitments and
other usuzl commercial nisks We have a wide
portfolio of products and operate 1Ina number
of market sectors It s not possible to dentify
or anticipate every nisk that may affect us, or
the matenality of that nsk However, there are
astablished contro! procedures in place to
manage such nsks, ncluding production quality
contrel, management and financial control
procedures and insurance with rehable insurers,
which are considered appropriate to the ask
involved and the marketplace in which the
exposure anses The Board has overall
responsibility for nsk management and internal
controls, supported by the Risk Committee

and the Audit Committee

The Risk Committee of the Board holds monthly
meetings to review nisks and assess and monitor
actiens 1o mitgate those nisks This provides a
framework for managing nsks throughout the
Group During the year the Commuttee was
chaired by the Group Chief Executive and
included the Group Finance Director, the Group
Legal Counsel, the Group Internal Controls
Executive and up to four semor executives from
within the Groug Business nsk evaluation
including the nature, likelihood and matenality
of the risks affecting each Group business

15 assessed by operational management on a
monthty basis dunng the year and a Principal Risk
Register maintained for each business On the
basis of these assessments, the Risk Committee
produces a Group Risk Register and a Group Risk
Map Minutes of the Risk Committee meetings,
together with the Group Risk Regster and Risk
Map, are cireulated to the Board and to the
AuditCommiitee

The Risk Committee monitors the effectiveness
of risk management with the assistance of the
Group Internal Controls Executive who conducts
asenes of iInternal audits in line with an annual
plan approved by the Audit Committee After
each site visit, a report 1s prepared and presented
to local entity and divisional managernent and to
the Chairman of the Audit Committee A copy

15 alsc made available to the exterral auditors
Further detalls of the Group's system of internal
controls are contained in the Directors’ report

on corporate governance on pages 37 o 41

As descnbed in the Corporate governance
report, there is an embedded process for
moniionng and managing nsks through
monthly financial and operational reporting
procedures in addition, 2ppropnate levels of
cover are maintained under the Group insurance
programme in respect of Insurable risks

The nsk management procedures and systems
of internal control are designed to idenufy and
assess the sigrificant nsks which the Group faces
and 1o manage them appropnately It should be
recognised that such systems can only provide
reasonable and not absolute protection against
nisk, matenal risstatement or loss

Operational nsks

The ongoing effects of the global financiat criss
continue to present significant challenges to the
Groug, principally related to the level of demand

The Group directly and indirectly serves large
automotive OEM customers This exposes the
Group to several nsks including fluctuating
manufactunng volumes, the potental for
sigrificant quality and recall clairms and customer
default. In the event that one of the larger
autometive manufacturers or suppliers defaults
or seeks protection from its creditors, the Group
may net recover all of the ameunts owed to it

In addition, the Group I1s exposed 1o risks of
product liability, credit sk, supply chain issues,
rellance on customers’ commitments and other
usual commercial risks i all of its businesses,
including those identified as Pancipat Risks

in the table opposite The Group has a wide
partfolio of products and operates in a

number of market sectors

There are established procedures in place to
manage such risks, induding production quality
control procedures and insurance with reliable
insurers, which have been put in place taking
into account the nsk invotved and the
marketplace In which the exposure anses

In addition, major contracts are reviewed by

the Group Legal Counsel

The Group has contractual and other
arrangements with numerous third parties

In support of 1ts business actvities This report
does not contain Informatikan about any of
these third parties as none of the arrangements
with ther are considered essential to the
business of the Group

Financial nsks

As an international business, the major financial
nsks faced by the Group are quidity nisk,
currency risk and interest, rate nisk and these
are regularly reviewed by the Board

Liquidity

The current econormic conditions continue to
create uncertainty regarding the avallability of
bank financing and consequently there 1s a fisk
that the Group may have msufficient resources
to meet its financial liabiities as they fall due
The Group addresses this nsk by maintaining
adequate banking faclites and by continuously
monitoring forecast and actual cash flows to
ensure that bank covenants and liguidity
requirements will be met. The Group regularly
discusses its requirernents with its principal
bankers and 1t 1s considered unlikely that the
Group will face any significant funding ssues
In the foreseeable future

Forewgn currency

The Group's main foreign exchange exposures
relate to the translation of profits and net
assets denominated In overseas currencies into
sterkng and transactions in foreign currencies
The Group's policy 1s to use hedges to reduce
these nisks These hedges are achieved
through forward currency contracts and
currency borrowings

Interest cost

Interest cost nisk 15 miigated by the use of a
combination of short and medium-term debt
at both fixed and floating rates and by the use
of iInterest rate caps where appropriaie

Directors’ review

The Directors have reviewed the effactiveness
of nsk management and internal control during
the year to 31 December 2009 and the penod
since then 1o the date of this report and have
1aken appropniate actons for Improvernent
where necessary

Overview

Business review

Governance

Group accounts

Company accounts
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BUSINESS REVIEW

Corporate responsibility

We are an integral part of the lives of our
people and the communities where we
operate and we have a clear duty to
operate responsibly.

Operating responsibly means a number of things
for the Group Whilst it means running our
businesses In line with the expectations of diverse
global stakeholders, Corporate Responsibility
{CR) 15 also a disapline which belps manage

risks, eliminate waste and maximise the
opportunities presented by a changing world

Im 2008, we nvested significant energy in
CR, induding a global audit of CR activty,
engagement with industry bodies and the
toll out of new Group values

A commitment to CR

We use CR to manage issues suich as measuring
and improving performance on environmental
impacts, health and safety and employee and
community engagement

The Group Chief Executive charrs the Corporate
and Social Responsibility Committee which also
Includes an independent non-executive Director,
the Group Legal Counsel and up to three senior
executives from wathin the Group

An audit of Group-wide actvity in 2009 helped
to benchmark existing actrvity and will be used
1o inform future actions

Although we have not histoncally measured
our performance against non-financial

1argets or Indicators, this i1s something that
will be implemented dunng 201G as explained
on page 10

External standards and benchmarking

In 2009, the Group became a member of the
Electronics Industry Ciizenship Coalition (EICCO)
Membership mandates the adoption of EICC's
code of conduct, which, in 2010 and beyond,
will be embedded throughout our cperating
companies This year also saw the Group
become a member of Business in the Community

Approximately half of the Group's operating
companies have ISO2001 accreditation, with
around 40 per cent hokding (5014001 accreditation
All operating companies are encouraged 1o gain
accreditation to adopt these standards as a
baseline for non-financial managernent

Priority 1ssues

People and culture

A talented, engaged workforce s central

1o our ability to deliver world-class products
We focus on making TT efectronics a place
where people feel supported, can develop
ther skills and have a dear understanding
of the Group's business objectives

In 2009, we launched a set of Group values,
which seek 1o define what the organisation
stands for and 1o bring employees together
under a clear common purpose The values
focus on themes such as integrity, excellence,
innovation and teamwork However, they also
acknowledge our commitment to delivening
custormer value through the retention and
development of high quality people

Health and safety

Prowding a workplace where our employees
feel safe s not only a legal obligation, buta
fundamental factor in bulding therr
engagement with the Group We aim to reduce
the frequency of accidents through managernent
Intervention, awareness campaigns and a culture
that encourages employees to raise concerns
about workplace safety

Low-carbon technology

Qurexperuse 11 technolegical innovation
ensures that we are well positioned to support
the glebal transition to a iow-carbon economy
Work to date has seen several businesses within
the Group deliver solutions to Increase energy
efficiency or renewable energy production For
example, In 2009 we established a team to look
atopportunities in electric and hybrid vehicles
and we are already working with customers to
increase the efficiency of the systems we design
and build for them

Environment

Above and beyond the commitment to
15014001 already described, we are focused on
efficiency and waste reduction together with
reducing the use of potentially dangerous,
volatile or enviconmentally damaging chemicals

Commumity engagement

In 2009, the Group contrbuted £53,000 to
¢hantable causes in addition to gving-in-kind
through employee tme

We are )mmensely proud of the causes our
employees support Dunng the year, these
included blood donaton services, substance
abuse centres, medical research chanties and
children’s charnties This wark helps us to attract
and retain talent, by engaging existing
employees and building a local reputation as
an employer of choice In 2010, a more robust
structure will be implemented around
community engagement to ensure that it
meets the needs of our business and continues
1o Inspire our people
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Outlook for 2010

Following difficult tracing conditions
throughout rmost of 2009, the situation
improved in the fourth quarter in most of our
markets This has continued In the first two
months of 2010 A number of factors have
centributed to an Increase In demand, including
government scrappage schemes in the
automotive sector, the fiscal stmulus packages
introduced In many countries and a re-stocking
of the supply chain following the aggressive
de-stocking that took place in late 2008 and the
first half of 2009

We continue to Implement the actions outhined
In this repart, focusing the Group on those
markets which we believe will provide
opportunities for hugher growth and margins
We are improving the way we interface with our
customers through the implementation of
unified regional sales teams in the Compoenents
division and maintaining our focus on the key
account management programme, which

15 enabling us 1 better serve our major

global customers

Chairman

After more than 20 years with the Group,

John Newman has announced his intention

1o step down from the Board at the next AGM
We would like to express our gratitude te John
for his leadership and vision in developing

TT electronics over many years and also for his
SUPPOIT 1O Us since joining the Group The Board
15 delighted that Sean Watson, who has been a
non-executive Director since 2007 will become
non-executive Charman following the next
AGM, 1o be held in May

In addition, the virtual market teams are
highlighting growth cpportunities offered by
therr target markets With the strengthened
senior management team now In place and new
systems implemented tc entify and develop
our key employees, the Board 1s confident that
the actions taken dunng 2009, and those n
progress in 2010, will provide the Group with

a platform for sustainable growth

Although the shape and timing of the global
economic recovery is difficult o predict, visibility
for the first half of the year has improved in
certain markets with the Group tracking shghtly
ahead of the Board's previcus expectations

Overview

Business review

Group accounts Governance

Company accounts
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Directors and Company Secretary

IMAGE
REMOVED

IMAGE
REMOVED

IMAGE
REMOVED

IMAGE
REMOVED

John W Newman (64)
Non-executive Chairman
Chairman of the Nominations and Corporate
Governance Committees

Appointed to the Board in 1986 Became
Non-executive Chairman on 1 September 2009,
hawing previously served as Executive Chairman
A Chartered Accountant who 1s also Chairman of
the Newship group of companies

Shatish D Dasani ACA {48)

Group Finance Director

Member of the Corporate Governance and
Risk Committees

Appeinted to the Board in 2008 A Chartered
Accountant, previously with De La Rue plc,
Lafarge SA and Blue Circle Industnes plc

Was also previously a non-executive director
of Camelot plc

David S Crowther (64)

Senior Independent Non-executive Director
Chairman of the Audit and Remuneration
Committees and member of the Nominations
Committee

Appointed to the Board in 2005 A Chantered
Accountant who was a senior partner with
PricewaterhouseCcopers LLP Member of the
Professional Oversight Board, a part of the Rinancial
Reporting Councal and a non-executive Board
Member and chairman of the Audit Committee of
the Treasury Solicitor's Department

Sean M Watson (61)

Independent Non-executive Director

Member of the Remuneration, Nominattons and
Corporate and Social Responsibility Committees

Appointed tc the Board in 2007 A partner at CMS
Cameron McKenna LLP and was a non-executive
director of Informa plc from 2000 to 2009

IMAGE
REMOVED

IMAGE
REMOVED

IMAGE
REMOVED

IMAGE
REMOVED

Geraint Anderson (50)

Group Chief Executive

Chawrman of the Corporate and Social
Responsibility and Risk Committees

Appcinted to the Board in 2008 Previously Vice
Prestdent and General Manager of the Worldwide
Service Provider Organisation for Linksys a division
of Cisco Systems, Inc

Tim H Roberts (39)
Group Bustness Development Director

Appointed to the Board on 26 January 2010

Joined TT electronics in January 2008 Previously
Strategy and Bustness Development Director with
Spirent Communications plc and formerly a solicitor
specialising n corporate finance

John C Shakeshaft (55)

Independent Non-executive Cirector

Member of the Audit, Remuneration, Nominations
and Corporate Governance Committees

Appeinted to the Board in 2007 Currently charrman
of Ludgate Envircnmental Fund Limited and of
Valiance Special Oppertunities Fund of Funds

and Co-Investment Fund, investment director,
Corestone, AG and a director of Tele2 AB, Xebec
Adsorption, Inc and TEB NV Also an external
member of the Audit Committee of Cambnidge
University Previously a corporate financier wath
ABN AMRO, Lazard and Barings

Wendy J Sharp ACA (44)
Group Company Secretary
Member of the Corporate Governance Committee
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Directors’ report

The Directors present their report and the audited financial statements for the year ended 31 December 2009

Prnincipal activities and business review

TT electronics plc is the parent company of a group whose principal activinies duning the year were the design, manufacture and sale of electronic
and electnical components for the defence, aerospace, medical, automotive and other industrial electronics markets Further details of the Group's
actvities and future plans are set out in the Chairman'’s statement and the Business review on pages 2 to 4 and 20 to 31 of this Annual Report and
these should be read as part of the Directors' report

The principal operating subsidianes are listed on pages 81 to 82

Results and dividends

The Group's profit on ordinary activities before taxation and excepuional items was £0 8 million (2008 £21 1 million) After taxation and exceptonal
items a loss of £19 6 million was reported {2008 profitof £11 6 million} The audited financial statements of the Group and the Company are set
out on pages 47 10 82 Further details of the Group's activities are set out in the Business review on pages 20 to 31

The Directors are not recommending a final dividend for the year ended 31 December 2009 (2008 nil) No intenm dividend was paid dunng the
year (2008 3 69p)

Disposals
No significant disposals have been made during the year

Post balance sheet event
On 17 February 2019, the conditienal sale of Wire Systems Technology (Pty) Ltd was announced, the consideration being Rand 60 mill:on plus an
amount equal to the cash balances of the company on the day preceding the completion date, subject to completion accounts

Fixed assets
No professional valuation of land and buildings has been camed out during the year, but in the cpinion of the Directers the market value, onan
existing use basis, is considered 1o be not matenally different from net book value

Research and development
The Group carmes out research and development In order to develop new products and processes and to substanually improve existing products
and processes Further detalls are given in note 11 to the consolidated financial staternents

Financial sk management objectives and policies
These are set out under Financial risks In the Business review on page 29

Significant agreements relating to change of control
The Group has a number of borrow:ng facilities provided by vanous banking groups Some of these facility agreements include change of control
provisions which, in the event of a change in ownership of the Company, could result in renegotiation or withdrawal of these facilities

There are a number of other agreements that may be renegouiated upon a change of control of the Company None 1s considered to be
significant in terms of their potential iImpact on the business of the Group as a whole

Supplier payments policy

The Group's policy In relation to the payment of its suppliers 15 10 agree its terms of payment with each supplier when negotiating the terms of
each business transaction it 1s Group practice to abide by the agreed terms of payment uniess the supplier defaults under its own obligations
Trade creditors at the year end amount to 57 days of average supplies for the year (2008 50 days}

Employment

The Group 1s commuitted to the fair and equal treatment of all its employees regardless of gender, race, age, religion, disability or sexual
onentauon Where exisung employees become disabled, the policy of the Group 15 10 provide continuing employment and training wherever
practicable The Group makes significant efforts 1o ensure that high standards of employee welfare are maintained worldwide in all its operations,
wrespective of geography and local market conditions, and intends to seek assurances from suppliers that they too are commutted to high
standards of employee welfare

Further details on the Group's policies relating to Its employees are given on page 30
Corporate governance

The apphcation of the principles and prowisions of the Combined Code 1s set out In the Crrectors’ report on corporate governance on pages
37041

Group accounts Governance Business review Overview

Company accounts
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Directors're PO ' (continued)

Directors

The Directors are listed on page 32 with brief bographical notes All the Directers held office throughout the year, with the exception of
TH Roberts who was appointed on 26 January 2010 J W Newman, who had previously been executive Chairman became non-executive
Chairman with effect from 1 September 2008 J W Armstrong retired on 5 January 2009

At the forthcoming Annual General Meeting D S Crowther retires and, being eligible, offers himself for re-election T H Roberts, having been appointed
since the previous Annual General Meeting, retires In accardance with the Articles of Associaticn and, being eligible, offers himself for re-efection

Rules for the appointment and replacement of Directors are set cut in the Company’s Articles of Associatton Directors are appointed by the Board
on the recommendation of the Nominations Comrmittee Directors may also be appointed or remaved by the Company by ordinary rescluticn at
a general meeting of holders of Crdinary shares The office of a Directer shall be vacated «f his resignation 1s requested by all the other Directars,
not being fewer than three in number The Corporate governance report sets out further details of the requirements for re-election of Directors
on page 37 Inaddition, further details of the activities of the Nominations Committee are set out on pages 39 to 40

There are nc agreements between the Company and its Directors or employees providing for compensation for loss of office or employment that
occurs as 2 result of a takeover bid except that provisions of the Company’s share plans may cause options and awards granted under such schemes
o vest on takeover, subject to the satisfaction of any performance conditions Further details of the executive Directors’ service contracts can be found
In the Directors’ remuneration report on pages 42 to 46 Copres of the executive Directors’ service contracts and letters of appointment of the non-
executive Directors are available for inspection by any person at the Company's registered office dunng normal business hours on any weekday
(public holidays excepted) and at the Annual General Meeting fram 15 minutes before the Annual General Meeting untl itends

The Group maintans Directors’ and Officers’ iability insurance The Directors of the Company also benefit from a qualifying third party indemnity
provision In accordance with Section 234 of the Companies Act 2006 and the Company's Articles of Association The Company has provided a
pension scheme indemnity within the meaning of Secticn 235 of the Companies Act 2006 to directors of associated companies

Dwrectors’ interests
The Directors of the Company at 31 December 2009 held interests in the following numbers of the Company’s Ordinary shares of 25p sach on
1 January 2009, 31 December 2009 and 8 March 2010

8 March 2010 31 Dec 2009 1Jan 2009

Ordinary shares Ordinary shares Ordinary shares

JW Newman 10,848,627 10,848,627 10,848,627
G Anderson 140,000 140,000 90,000
5D Dasani 350,000 350,000 150,000
JW Armstreng n/a nfa 70582
D S Crowther 65,000 63,000 40,000
}C Shakeshaft 15479 15,479 15479
S M Watson 62,950 62,950 62,950

TH Roberts, who was appointed on 26 January 2010, held interests in 33,196 of the Company’s Ordinary shares of 25p each on appointment and
at 8 March 2010

The interests of the Directors in the Company’s share options and Long Term Incentive Plan are shown in the Directors’ remunerztion report on
pages 42 to 46

Substantial shareholding notifications
At 8 March 2010 the Company had been notified of the following voting nghts attaching to TT electronics plc shares in accordance with the
Disclosure and Transparency Rules

Nurnber %
Legal & General Group plc and Legal & General Investment Management Limited™ 15,620,319 100
Tweedy, Browne Company LLC 15,359,648 99
J O Hambro Caprtal Management Group Limited 15,107,960 97
JW Newman'? 9,452,010 61
Legal & Genera! Greup plct” 9,313,546 60

(1) Legal & General Group plc have a direct interest in TT electronics shares which makes them a substantial sha ehelder in their own nght Accordingly, under the Disclosure and
Transparency Rules their direct interest s wutially notfiable at 3% (and thereafter every nme it moves through a percentage point — eg from 3% to 4%) They also hold shares as a fund
manager, via thew subsidary Legal & General Investment Management Uimited whereby they have an ind rect interest The combined total of therr direct and indirect interests is then
sibject 1o 5% and 108 disclosure thresholds

Atthe ume of the last disclosure made by J W Newman in his capaciy as a substantial shareholder under the Disclosure and Transparency Rules 9432437 TT electronics shares in
which JW Newman had voting nghts were held by Newship Investments Limited (Newship Investments Limited 15 2 wholly-owned subsidiary of Newship Industaies Limited, i which
JW Newman holds a cont olling interest) Since then vanous transactions have taken place and directers shareha!ding announcements containing details of these transactions have
been released to the Stock Exchange in accordance with DTR 3 1 4R No further disclosure has been made by J W Newman in his capacity a5 a substantial shareholder because these
transactions have not resulted in the total number of shares over which he holds voling nghts crossing a requisite threshold

2




35 TT electronics ple
Annual Report 2009

So far as has been ascertained no other person or corporation holds or 1s beneficially interested 1n any substantial part of the share caprtal of the
Company

Share capnal

The Company’s 1ssued share capital comprises a single class of share capital which 1s dmded into Crdinary shares of 25p each All issued shares
are fully paid The share capital dunng the year and the number of Ordinary shares reserved for 1ssue are shown 1n note 14 o the consolidated
finzncial statements The nghts and obligations attaching to the Company’s Ordinary shares are set cut In the Company’s Arucles of Association,
copies of which can be obtained from Companies House in the United Kingdom or by wnting to the Group Company Secretary Subject to
applicable statutes, shares may be 1ssued with such nghts and restrictions as the Company may by ordinary resoluticn decide, or (if there 1s no
such resolution or so far as it does not make specific provision) as the Board may decide Holders of Ordinary shares are entitled to speak at
general meetings of the Company, 10 appeint one or more proxies and, if they are corporat:ons, to 2ppoint corporate representatives and to
exercise voting nights Holders of Ordinary shares may also receive a dividend and on a iquidation may share in the assets of the Company

In addition, holders of Ordinary shares are entitled to receive the Company’s Annual Repart and accounts Subject to meeting certain thresholds,
holders of Ordinary shares may require a general meeting of the Company to be held or the proposal of resolutions at Annual General Meetings

Authority to allot shares and disapply statutory pre-emption rights

The Directors will be seeking to renew their authorit:es to allot unissued shares and to disapply statutory pre-empton rights at the Annual General
Meeting to be held on 12 May 2010 Further detalls are set out in the papers containing details of the Annual General Meeting which accompany
this document

Purchase of own shares

At the Annual Genera! Meeting held on 13 May 2009, the Company was given authonty to purchase upto 15,495,279 of its Ordinary shares untl
the date of 1ts next Annual General Meeting No purchases were macde during the year The Directors will be seeking a new authonty for the
Company to purchase 1ts Ordinary shares at the forthcoming Annual General Meeting Further details are set out in the papers containing details
of the Annual General Meeting which accompany this document

Voting nghts and restrictions on transfer of shares

On & show of hands at a general meeting of the Company every holder of Qrdinary shares present in person or by proxy and entitled to vote has
one vote and on a poll every member present in persen or by proxy and entitled 1o vote has one vote for every Ordinary share held Further
detalls regarding voting at the Annual General Meeting can be found in the Notice of the Annual General Meeting which accompanies this
document None of the Ordinary shares carry any special nghts with regard to control of the Campany Electronic and paper proxy appointments
and voung instructions must be receved by the Company’s Registrars not later than 48 hours before a general meetng A shareholder can lose
his entitlement to vote at a general meeting where that shareholtder has been served with a disclosure notice and has falted to provide the
Company with information concerning snterests in those shares

The Directors may refuse to register a transfer of a ceruficated share which 1s not fully paid, provided that the refusal does not prevent dealings in
shares in the Company from taking place on an open and proper basis The Directors may also refuse to register a transfer of a certificated share
unless the instrument of transfer () 1s fodged, duly stamped (f stampable), at the registered office of the Company or any other place decided by
the Directors accomparued by the certificate for the share to which it relates and/or such other evidence as the Directors may reasonably reguire
to show the right of the transferor to make the transfer, (i} 15 1n respect of only one class of shares, (in) 15 in favour of a persor who 1s not a minor,
bankrupt or a person in respect of whom an order has been made on the ground that such person is suffering from a mental disorder or s
otherwise incapable of managing their affairs, or (v) 15 in favour of not more than four transferees

Transfers of uncertficated shares must be carmed aut using CREST and the Directors an refuse to register a transfer of an uncertificated share in
accordance with the regulations governing the operation of CREST

The Directors may deade to suspend the registration of transfers, for up to 30 days a year, by closing the register of shareholders The Directors
cannot suspend the regisiraton of transfers of any uncertificated shares wathout obtaining consent from CREST

There are no ather restrictions on the transfer of Ordinary shares in the Company except
* certain restrictions may from time to time be imposed by laws and regulations {for example insider trading laws),

» pursuant to the Company’s share dealing code whereby the Directors and certain employees of the Group require approval to deal in the
Company's shares, and

¢ where a shareholder with atleast a 025 per cent interest in the Company’s certificated shares has been served with a disclosure notice and has
falled to provide the Company with information concerning interests in those shares

The Company Is not aware of any agreements between shareholders that may result in restrictions on the transfer of Ordinary shares or on
voting nghts

Articles of Association
The Company’s Articles of Association may enly be amended by special resolution approved at a general meeung of the shareholders

Annual General Meeting
The Annual General Meeting of the Company will be held on Wednesday 12 May 2010 at the offices of KBC Peel Hunt Ltd, 111 Old Broad Street,
London EC2N 1PH at 11 30 am The Notice of the Company’s Annual General Meeting accompanies this document

Overview

Group accounts Govenance Business review

Company accounts
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Directors're PO M (continued)

Auditors
Grant Thornton UK LLP have expressed their willingness to continue In office as Auditors and a resclution will be proposed 1o reappoint them at
the Annual General Meeting

The Auditors’ responsibilities are set out on pages 47 and 73 and should be read in conjunction with those of the Directors as set cut below |

Going concern

The Directars have reviewed the budgets for 2010 and the projections for 2011 developed dunng the 2009 annual strategic planning cycle, which

have been adjusted to take account of the current trading environment Demand 1n most of the Group's end markets was severely affected by the

global economic recession Recognising this, the Directors have considered a range of different scenarios and the impact of these on the Group's

cash flow, facilities and headroom within its banking covenants Further, the Directors have assessed the future funding reguirements of the

Group and compared them with the level of available borrowing faciiies Based on this work, the Directors are satisfied that the Group has

adequate resources to continue in operational existence for the foreseeable future For this reason they continue to adopt the going concern ‘
basis In prepanng the financial statements |

Statement of Directors’ responsibilities in relation to financial statements |
The Directors are responsible for the preparation of the Annual Report and the financial staterents for each financial year in accordance with
applicable law and regulaticns

The Directers are required to prepare the consolidated financial statements in accordance with International Financial Reporting Standards (IFRS)

as adopted by the Eurapean Union The Directers have elected to prepare the Company’s financial statements under UK Generally Accepted ‘

Accounting Practice (UK GAAP) |
|

The financial statements are required by law to give a true and fair view of the state of affairs of the Group and the Company and of the profit or
loss of the Group

The Directors, In preparing the financial statements, are required to
* use suitable accounting policies and to apply them consistently,
* make reasonable and prudent judgements and estimates,

e state that the consolidated financial statements comply with IFRS as adopted by the European Umion and that the Company financial
statements comply with UK GAAP subject to any matenal departures disclosed and explatned in the financial statements,

s prepare the financial statements on the going concern basis unless it1s INappropriate to assume that the Company will continue in business
The Directors have responsibility for

» ensuring that the Company and the Group prepare and maintain adeguate accounting records which disclose with reasonable accuracy at any
tme the financial position of the Company and the Group at that time and which enable them to ensure that the financial statements comply
with the Companies Act 2006 and Article 4 of the IAS Regulation,

* taking such steps as are reasonably open to them 1o safeguard the assets of the Company and the Group and to prevent and detect fraud and
other imegulanties,

¢ the maintenance and integnty of the financial information on the Company’s website Legislation tn the United Kingdom goverring the
preparation and dissemination of financial statements may differ from legislavon in other jurnisdicuons

To the best of each Director's knowledge and belief, there s no audit information relevant to the preparation of the Auditors’ report of which the
Auditors are unaware and each Director has taken all the steps which might be expected to be aware of such relevant information and to
establish that the Auditors are also aware of that iInformation

By order of the Board

W J Sharp

Group Company Secretary

12 March 2010

Responsibility statement

We confirm that to the best of our knowledge

» the financial statements, prepared in accordance with the applicable set of accounting standards, give a true and fair view of the assets,
liab:litres, financial position and loss of the Company and the undertakings included in the consolidation taken as a whole, and |
\

« the Business review Includes a fair review of the development and performance of the business and the position of the Company and the
underiakings included in the consolidation taken as a whole, together with a description of the principal nisks and uncertainties that they face

G Anderson S D Dasani

Group Chief Executive Group Finance Director

12 March 2010
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The Company is commutted to achieving and maintaining high standards of corporate governance The pnnciples of good corporate governance
set out In Section 1 of the 2008 Combined Code (“Code”) contained in the Listing Rules of the Financial Services Authonty, have been complied
with throughout the year ended 31 December 2009 and this compliance has continued through to the date of this report Details and
explanauons of the application of the principles of corparate governance are set out below

The Board

Subject io the Company’s Memorandum and Arucles of Association, UK legislation and any directions given by special resolution, the business

of the Company is managed by the Board The Board's main roles are to provide leadership to the management of the Group, determine the
Group's strategy and ensure that the agreed strategy 1s implemented The Beard has also reserved cernain specific matters o tself for decision
These include financial policy, acquisition and disposal policy, and the approval of major capital expenditure projecis The Board appoints its
members and those of its Committees, and reviews recommendations of the Board committees and the financial peformance and operation of
each of the Group businesses It regularly reviews the identfication, evaluation and managements of the pnincipal nisks faced by the Group and the
effectiveness of the Group's system of internal control

Durnng 2009 the Board comprised up 1o three executive Directors and up to four non-executive Directors J W Newman, the Chairman, served as
an executive Director unul 1 September 2009 when he became a non-executive Director

Of the remaining executive Directors, S b Dasani and G Anderson served throughout the year T H Roberts was appointed on 26 January 2010 and
therefore did not serve duning the year

The remaining ncn-executive Directors, D S Crowther, J C Shakeshaft and S M Watson served throughout the year D S Crowther 1s the senior non-
executive Director

S M Watson 15 a partner at CMS Cameron McKenna LLP, one of a number of law firms which advise the Company Prior to his appointment as a
non-executive Director, the Compary, in consultabon with Riskmetrics and major shareholders, undentook an assessment to ascertain whether

S M Watson met the critena for independence set out in the Code It was concluded that he did as the value of the fees charged by CMS Cameron
McKenna LLP to the Company, relative to each of their respective turnovers, was not significant encugh to be considered matenal Thus continues
1o be the position, the Company having paid CMS Cameron McKenna LLP circa £65,000 during 2005 in respect of legal advice

Accordingly, of the non-executive Directars, D 5 Crowther, J C Shakeshaft and S M Watson are considered to be independent as defined by the Code

During the year there were seven Board meetings on scheculed dates far which full notice was given Unscheduled supplementary meetings also
take place as and when required and, during 2008, two such meetings took place The Board has had two scheduled and three unscheduled
supplementary meetings to date dunng 2010 Fuli details of each Director’s Board and Committee meeting atiendance are given on page 40

Directors’ biegraphies including the Committees on which they serve and chair are shown on page 32 In accordance with the Company’s Articles
of Association each Director will offer himself for re-election every three years

The non-executive Chairman and Group Chief Executive

Up until 31 August 2009, the Company had an executive Chairman and a Group Chief Executive However, from 1 September 2009, 1n line with
the announcement made on 21 January 2009, ! W Newman became non-executive Chairman and, as a result, the division of responsibilities
between the non-executive Chairman and the Group Chief Executive has been re-defined, formalised in writing and approved by the Board

The non-executive Charrman maintains responsidility for the leadership and effectiveness of the Board and setting 1ts agenda, ensunng that all
Directors recerve accurate, imely and clear information on financial, business and corporate maiters 1o enable them to participate effectively in
Board decisions, facilitating the effective contribution of non-executive Directors in particular and ensunng constructive relations between
executive and non-executive Directors, and ensunng effective communication wiih shareholders

The Group Chief Executive 15 responsible for the operations of the Group He 15 responsible for developing Greup objectives and strategy having
regard {o the Group’'s responsibilities to 1ts shareholders, customers, employees and other stakeholders and, following presentation to, and
approval by, the Board, for the successful implementation and achievemnent of those strategies and objectives His other areas of respansibility
include managing the Group’s risk profile, ncluding 1ts health and safety performance, ensuring that the Group's businesses are managed in line
with strategy and approved business plans, and comply with applicable legislation and Group peolicy, and ensuring effective commuricauon
with shareholders

Under the prowisions of the Cade, the Chairman should on appointment be considered mdependent However, J W Newman was appointed
executive Chasrrnan in 1995 before the Company was bound by any provision as 10 the independence of its Chairman

Board procedures and performance evaluation

All Directors have access to the advice and services of the Group Company Secretary and are offered training to fulfil theur role as Directors, both
on appointment and at any subsequent time There 1s an agreed procedure for any indvtdual Director to take independent professional advice at
the Company’s expense If he considers it necessary

In accordance with the provisions on conflicis of interest in the Companies Act 2006, the Company has put in place procedures for the disclosure
and review of any conflicts, or potential conflicts, of interest which the Directors may have and for the authonsation of such conflict matters

by the Board In deciding whether to authorise a conflict or potential conflict the Directors must have regard to their general duties under the
Companies Act 2006 The authonsation of any conflict matier, and the terms of authonsation, may be reviewed at any ume and, in accordance
with best practice, a review of Directors’ conflicts of interests 1s conducted annually

Overvew

Business review

Governance

Group accounts

Company accounts
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Dunng the year the Board conducied an evaluation of its performance covering, among other matters

+ maintaining and improving its performance,

* developing the Group's strategy,

+ maintaining the optimum rmix of skills and knowledge among the Birectors,

» ensurng robust and effective nsk management, and

» considenng full and umely information on financial and ather performance

In addition, each of the prnncipal Committees carned out an assessment of its own performance dunng the year

The performance of individual Directors 1s alsa reviewed annually and includes discussions between the Chairman and senior non-executive
Director on their respective performance

Following these detailed reviews it was considered that the Board and its Commiitees were performing satisfactonfy, although it was noted that
as the Audit Committee comprsed just two members, and 1t was thus reliant on both members being avallable to be quorate, a third member
would be an advantage It 1s anticipated that this will be addressed during 2010

Review of princtpal risks and internal controls

The Directors have overall responsibility for the Group's systerns of internal control and for reviewing their effectiveness These systems have been
In place for the full financial year The Group 1s commutted to a policy of maintaiming strict internal conirol over ali of its aciivities Controls are
designed to provide the Directors with reasonable assurance that assets are safeguarded, transactions are properly authornsed, and that materal
errors and iregularities are prevented or, faling which, are discovered on a uimely basis The systems of control are reviewed regularly and
improved where necessary to meet the Group's requirements Business nsk evaluation takes place at operating company and Group level as part
of the annual budget preparation Having identified nsks, each operating company then monitors, reviews and updates them regularly

The Group Chief Executive oversees maintenance of the Group's Register of Principal Risks Members of staff who are involved in the Group's nisk
management function report directly to the Group Chief Executive at a menthiy Risk Commitiee meeting The principal risks of the Group are
subject to review by the Risk Committee, Audit Commuttee and the Board Further details of the Group’s exposure to nsk and processes in place
to manage the same are set out in the Business review on pages 28 to 29

The nisk management procedures and systems of internai control are designed to identify and assess the significant nisks which the Group
faces and to manage them appropriately However, such systerms can only provide reasonable and not absolute protection against matenal
mis-statement or loss

Principal features of the system of internal control
» The Directors meet as 2 Board at least every other month to monitor financial performance, give direction on significant strategic and financiat
1ssues and review the principal nsks of the Group

The Group Chief Executive chairs a Committee (*Operating Board") consisting of the executive Cirectors, Divisional Chief Executives and other
senior management The Operating Board meets on a monthly basis and reviews the historical performance and the outlock for the Group as
a whole and agrees and implements any actions as necessary In addition, it 1s responsible for momitonng and driving delivery of the Group's
key pricnties and acts as a forum to raise and debate significant operational issues

The Group Chief Executive also chairs the Risk Cormmittee which meets monthly Further details on the remit and activities of the Risk
Committee are set out on page 41

» fach operating company within the Group cperates within the policies, rules and procedures determined by the Directors and communicated
through a Group manual The Directors exercise control over operating companies through divisional senior executives who moniter and
oversee the activities, financial performance and controls of each operating company The directars of aperating companies are held
accountable for the effectiveness of the implementaticn and maintenance of controls within their companies This provides constant and
consistent management

The Group has detalled financial planning and reperting systems Detalled management accounts are grepared monthly by each operating
company comparnng actual performance with budget The financial performance of each operating company s subjected 1o detailed formal
review at monthly meetings One purpose of these reviews 1s the early identification of potential business nsks and agreement on suitable
and prompt courses of action Operating companies prepare strategic plans and annual budgets which are reviewed and approved by the
dwisional senior executives, Group management and the Board

The Group has comprehensive control and approval procedures which are ngorously enforced There are clear defintions of appropnate
authonsation levels Capital investment and other major items of expenditure are made only after compliance with detailed appraisal
procedures and, if above set levels, only with the approval of the executive Directors

Accounting and reperting policies and practices require that the Group’s accounting records are prepared consistently, accurately and I
compliance with Group policy and relevant accounting standards

» The framewaork for maintaining contrel and the adherence to procedures is reviewed by the Group Internal Controls Executive, who reperts
to the Group Finance Director and 1o the Audit Ccmmitiee

Certain key functions, including treasury, taxation, pensions, provision of tegal advice, nsk and insurance are conirolled at the Group's head
office and are monitored by the executive Directors
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The Directors have reviewed the effectiveness of the systems of nsk management and internal control duning the year to 31 December 2009
and dunng the penod since then to the date of this report They have made iImprovements where necessary

Board Committees

The Board has established a number of Committees, each with its own delegated authonity defined in terms of reference These terms are
reviewed penodically and the Board receives reports and copies of minutes of Commitiee meetings The Board appoints the chairmen of all
prncipal Board Committees, having receved the recommendations of the Nominations Commitiee

The principal Committees and brief descriptions of their terms of reference {full detalls of which are avallable for inspection by shareholders at the
Annual Generat Meeung and on the Group's website) and duties are as follows

a) Audit Committee

Durning the year, the Audit Committee comprnised two of the Independent non-executive Directors D S Crowther (Chairman) and J C Shakeshaft,
the former having recent and relevant financial knowledge, as required by the Code The Commuttee’s duties include reviewing and adwvising the
Board on

¢ the integnity of the financial statemnents,

« the appointment and remuneration of external auditors,

» the effectiveness of the Auditors in line with the requirements of the Code,

+ the nature and extent of non-audn services provided by the Auditors to ensure that their iIndependence and objectivity are maintained,

¢ changes to accounting policies and procedures, decisions of jJudgement affecting financial reporting, compliance with accounting standards
and with the Companies Act,

o the Auditors' assessment of iInternal audit and other internal controls,
 the scope, performance and effectiveness of the internal audit and other internal control functions,

= risk management (by reference to reports received regularly from the Risk Commiitee and the head of the internal control/audit function) and
any changes to the Register of Pnncipal Risks, and

¢ the Company's written procedures for responding to any allegations made by whistleblowers

In orcler to fulfil its duties the Audit Committee regularly receives reports from the Risk Commitiee and on the findings of the Group Internal
Controls Executive who 1s required to attend the Committee’s meetings The Committee also reviews internal audit plans and recommendations

Dunng 2009 the Audit Committee met five umes and has had one meeting to date dunng 2030 Both commuttee members attended all the
meetngs The Committee met twice with the Auditors without executives of the Company being present The Committee also met twice with
the head of the interal control function without executives of the Company being present

The Committee reviewed the effectiveness of the external Auditors duning the year This process included seeking feedback from the finance
directors of each operating subsidiary Comments received were then analysed to identify both recurnng themes and specific 1ssues and the
results were presented to the Commuttee It was concluded that the Auditors’ performance had been satisfactory and, where areas for
improvement had been identified, these were communicated to the Auditors

The independence of the Auditors 1s assessed annually by the Audit Committee This 1s achieved by means of a self-assessment of iIndependence
which 1s completed by the Auditors and 15 then subject to review, analysis and query by the Audit Committee to ensure that suitable policies

and procedures are 1n place to safeguard the Auditors' independence and objectivity Such palicies and procedures include the Company’s pohicy
regarding the provision of non-audit services which states that non-audit services may be obtained from the most appropriate source having
regard to expertise, avallability, knowledge and cost Non-audit services where fees are expected to exceed a pre-determined threshold should

be approved, in advance, by the Chairman of the Audit Committee or in his absence by another member of the Audit Committee Thereisa
restriction so that non-audit services fees will not exceed the audit service fees, paid to the same service provider, for more than two consecutive
years unless specifically recornmended by the Audit Committee and agreed by the Board The preference of the Committee 1s not to engage the
Auditors for additienal non-assurance services, absent compelling reason (e g capability, tme, cost) to the contrary

The Commuttee also carned out a self assessment of its performance, based on a questionnaire completed by the members of the Committee

b) Remuneration Committee
The Directors’ remuneration report on pages 42 10 46 includes detarls of the Remuneration Committee and 1ts work.

¢) Nommnations Committee

The Nominations Commitige generally meets twice a year to make recommendations to the Board regarding the appointrent of replacement
or additional directors It compnses the independent non-executive Directors and the non-executive Chairman, who also chairs the Committee
The Commuttee has an established procedure for recommending Board appointments and for the appointment of members to the Audit and
Remuneration Commuttees In 2009 the Committee met three times All Commuttee members attended each meeting The Committee also
carried out an assessment of its performance in 2009

Group accounts Governance Business review Overview

Company accounts
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The Commuttee has had two meetings to date dunng 2010, following which the appointments of T H Roberts as an executive Director and
S M Watson as Chairman were recommended to the Board

T H Roberts had joined the Company n 2008, in advance of the reurement of W Armstrong, who had previously held the post of Corporate
Development Director At the recommendation of the Norminations Commiitee, T H Roberts is receving executive coaching which involves
networking with other executive directors, governance training and coaching to address other identified development needs This commenced
in advance of his appointment as an executive Director

S M Watson has been an independent non-executive Director of the Company since 2007 Before nominating him to become Chairman the
Committee weaighed the relative merits of appointing an internal candidate convearsant with the agreed strategy and Its current execution or an
external candidate with different skills and expenience from existing Board members The Committee took external advice from the Company’s
bankers, brokers and remuneration consultants Two members of the Board offered themselves as candidates The Committee took soundings

of all Board members and engaged recruitment consultants 1o interview both candidates against a set of professional competences (board
leadership, influencing and collaboration, coaching and development, strategic acumen, Independence and integrity, and industry and market
knewledge) and also against a control group of possible external candidates Both candidates measured well on both sets of entena and stronger
than the external set on the particular requirements of the Company Reviewing all the assessments the Commuttee recommended $ M Watson's
nomination

Board and Committee meeting attendance 2009
The table below shows the number of meetings held by the Board and its pnincipal committees and the attendance of each of the Directors at
those meetings

Audit Remuneraton  Mominatons
Board Commitee  Commitee  Comminee

Total meetings held 9 5 7 3
}W Newman g n/a n/a 3
G Anderson g n/a nfa rva
S D Dasani 9 n/a n/a n/a
D S Crowther g 5 7 3
3C Shakeshaft 9 5 7 3
5 M Watson gm n/a 7 3

{1} DS Crowther and 5 M Watson were each unable to attend one unscheduled supplementary board meeung

JW Armstrong retired on 5 January 2009 However, given that no Board or Commuttee meetings took place dunng the pened 1 to 5 January 2009,
he has not been included in the above table

Corporate Governance Committee

The Corporate Governance Committee s responsible for menitoning the Group's comphiance with good corporate governance Durning the year it
was chaired by the Chairman and included the Group Finance Director, one independent non-executive Director and the Group Company
Secretary The Committee’s duties are as follows

¢ toreview regularly the corporate governance procedures of the Company,

* toensure that the Company’s corporaie governance procedures are up-to-date and effective and that these are communicated o those
employees, officers and/or Directors of the Company or its subsidianes to whom they are relevant,

& o make recommendations te the Beard from time to time on any procedures, or processes, that may need changing, in order to ensure that
the Company 15 compliant with relevant legislation, including but not imited to, the Companies Act 2006,

* 1o ensure that the Company 1s compliant with the standards and disclosures required by the Combined Cede and the Listing, Prospectus and
Disclosure rules of the UK Financial Services Authority, and

* 1O receive reports, or any views expressed by shareholders, stakeholders, government or other regulatory bodies and any other interested
parties In relation 1o corporate governance

The Committee met three tmes durnng 2009
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Corporate and Social Responsibility Committee

The Corporate and Social Responsibility Committee 1s chaired by the Group Chief Executive and also comprises gne non-executive Director, the
Group Legal Counsel, and up 10 three senior executives from within the Group The Committee met four imes duning 2005 and has had one
meeting 10 date dunng 2010 The Board regularly receives reports on (s activities

Further information on the activities of the Corporate and Social Responsibility Committee 1s given in the Corporate responsibility section of the
Business review on page 30

Risk Committee
The Risk Committee assists the Board and the Audit Committee in fulfiling their responsibilities by

s providing a framework for managing nisks throughout the Group, and
» providing an approprate level of reporuing on the siatus of nsk managemeni within the Group

Ths 15 achieved by promoting awareness of risk management, and ensunng that a nsk management framewaork Is In place 1o ensure that risks are
identfied, guantfied, managed, monitered and reported

During the year the Committee was chaired by the Group Chief Executive and included the Group Finance Director, the Group Legal Counsel, the
Group Internal Controls Executive and up to four senior executives from within the Group A representauive from the Company's nsurance brokers
also regularly attends meetings The Committee met 12 tmes during 2009 and has had three meetings to date in 2010

Further information on the activities of the Risk Commuttee 1s given in the Principal Risks and Uncertainties section of the Business review on
pages 2810 29

Donations
Durning the year the Group contributed £53,000 (2008 £50,000) for chantable purposes Employees across the Group regutarly fund-raise for
chanty

There were no political contributions

Communications with shareholders

G Anderson and S D Dasani meet institutional investors immediately after publicanon of the annuat and intenm results, as well as providing the
information needed to maintain an orderly market in the Company's shares D S Crowther, as senior independent non-executive Director, also
undertakes cansultaiion on certain matters with major shareholders Through these Direciors the Company maintains a regular dialogue with
institutional shareholders and anatysts and feecback receved is reponted to the Beard so that all Directors develop an understanding of the views
of major shareholders about the Company Trading updates and press releases are issued as appropriate and the Company’s brakers provide
briefings on shareholder opinion and compile independent feedback from investor meetings Information offered at the analysts' meetings
together with our financial press releases are available on the Group’s website The Annual General Meeting 15 used by the Directors to
cormunicate with both institutional and private investors

Approved by the Board on 12 March 2010 and signed on 1ts behalf by

W JSharp
Group Company Secretary

Group accounts Governance Business review Overview
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This report has been prepared 1n accordance with the Companies Act 2006 and Schedule 8 of the Large and Medium Sized Cempanies and
Groups {Accounts and Reports) Regulations 2008 A resclution 1o approve the report will be proposed at the Annual General Meeting on

12 May 2010 This report sets out the Company's policy for Directors’ remuneration, the arrangements for 2009 and proposals for 2010, and
has been dwvided into separate sections for audited and unaudrted information

Unaudted information

Remuneration Committee

The Remuneration Commuttee (the “Commitiee”) comprises the independent non-executive Directors and 1s chaired by D § Crowther (the
senior Independent non-executive Director) Its other members are J C Shakeshaft and 5 M Watson The Company Chairman is not a member
of the Committee

In 2009 the Commiitee met seven times and all members of the Committee attended each meetng Duning the year the Commutiee camed oui a
self assessment of its performance, constitution and terms of reference based on a questionnaire completed by the members of the Committee

The role of the Commuttee 1s to recommend to the Board the policy for, and the amount of, the remuneration of the Chairman, executive
Directors, Divisional Chief Executives, Divisional Directors and the Group Company Secretary Such remuneration covers fees, salanes and other
benefits, pensions, performance-related pay and share incentive plans, and the terms and conditions of service In determining these matters the
Committee has due regard to the contents of the Code as well as to the UK Listing Authonty’s Lisung Rules and associated guidance No director
15 iInvolved in deciding bius own remuneration

As well as considening the arcumstances of the Group and the demands on its senior management, the Committee takes into account the
position of the Company relative to other compantes and s informed of what these companies are paying, though comparnsons are treated with
caution The Committee has appoinied independent external consultants to advise on senior executive remuneration matters During 2009 this
advice was provided by Hewitt New Bridge Street (‘HNBS") and they continue to advise the Remuneration Committee HNBS provided no other
services to the Company during the year

Remuneration policy

The objectives of the Group's remuneration policy are to recruit, retain and motivate talented and well-qualified semior executives so 25 ta realise
the Group's strategy and business objectives and to align therr interests with those of shareholders A significant proportion of their remuneration
is structured so as to ink rewards to gorporate and indwvidual performance

Base salary
The policy 1s ta provide sentor executives with a base salary that 1s competitive with the base salary paid in other comparable companias

The base salanes of executive Directors are reviewed annually at 1 July having regard to personal performance, Group performance, competitive
market practice as determined by external research and pay {evels within the Group

Detaiis of current base salary levels for executive Directors who served during the year are set out below

Atdate of

1July2009  appomtrnent

G Anderson £350,000  £350000
S D Dasan(™ £240,000  £220,000

(1) 5D Dasami s base salary was increased fram £220000 to £240000 on 1 January 2009 as specified in his letter of appointrenit

These salaries were notncreased at the July 2009 review, consistent with the pay freeze that applied to the Group's workforce generally
during 2009

TH Robents’ base salary on appointment to the Board on 26 January 2010 was £175,000

Annual bonus
Executive Directors participate in an annual bonus arrangement The objective of the performance linked element of remuneration is to simulate
improved results of the Group by prowiding the opportunity of increased remuneration, subject to achieving challenging performance cniteria

For 2009, the performance measures were a balanced set of annual performance targeis, compnsing a shding scale of profit targets (50 per cent
of total bonus potential), a sliding scale of cash flow targets (30 per cent of total bonus potential) and talored personal objectives linked to the
implementation of the Group's strategy (20 per cent of total bonus potential) No bonus for personal cbjectives arises unless at least threshold
performance against both the profit and cash flow targets has been achieved

For 2010 similar performance cntena will apply except that achievement of strategy-related personal objectives will qualify for bonus potential
separately from financial target elements This recognises the importance attached to successful implementation of the Group's strategy,
notwithstanding a possible defayed financial benefit Furthermore the bonus arrangemenis for all senior executives below Board fevel are to be
based consistently on the same performance cntena, including {to encourage greater team working) an element of profit of the whole dvision or
group Into which they report

Tre maximum potential bonus which can be earned was, and continues to be, capped at 100 per cent of salary Annual bonus payments are
not pensionable

Details of bonuses awarded 0 the executive Directors for the year ended 31 December 2009 are set out In the emoluments table on page 44
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Long Term Incentive Plan 2005 {“LTIP")

The LTIP is the primary long-term incentive arrangement of the Company LTIP participants may receive annual awards of up to 100 per cent
of base salary The award 15 & contuingent nght to recewve shares in the future, subject to continued employment and the achievement of
predetermined performance criternia

Participants make no payment upon the grant, vesting or release of an award (other than such as may be required as a result of tax, social security
or other regulatory requirements) Awards normally vest three years after the date of grant

Performance conditions
The perfcrmance targets attached to awards granted in May 2009 require the achievement of earnings per share (“EPS") and total shareholder
return {("TSR7 targets as follows

» The performance target attached to 50 per cent of an award 1s based on three year EPS targets 25 per cent of the shares subject to this part of
the award wili vest for EPS growth of 3 per cent compound per annum in excess of Retaill Price index {"RPI7), increasing on a straight-hine basis 1o
100 per cent vesting for EPS growth of at least 7 per cent compound per annum in excess of RPI, and

The performance target attached to the cther 50 per cent of an award 15 based on TSR performance targets against companies within the FTSE
SmallCap {excluding investment trusts) index, 25 per cent of shares subject to this part of the award will vest at median performance increasing
on a straight-iine basis to 100 per cent vesting at the upper guartile of the comparator group As well as the TSR targets, the Committee will
consider the Company's underlying financial performance to ensure that vesting percentages under this part of an award are appropriate

The Committee considers that the combined use of EPS and TSR performance condiions provides a good blend of performance metrics, with
EPS rewarding strong financial performance and TSR rewarding relative stock market performance Itis envisaged that similar targets will apply to
the 2010 LTIP awards

Award levels

At its meeting in early March 2009, reflecting investor pronouncements with respect to reducing award levels where a company’s share price has
fallen, the Committee resolved to grant LTIP awards over 875,000 and 600,000 shares to the Group Chief Executve and Group Finance Director
respectively This equated ta an award of approximately 50 per cent of salary based on a share price of circa 20 pence at that date (2 reduction
from the normal 75 per cent of salary policy) The awards were granted in May 2009 when the share price had nsen to circa 30 pence Followtng a
substantial recovery In the Company's share price over the past year and good progress in implementing strategy, the intention Is to grant
between 75 and 100 per cent of base salary for the 2010 executive Divector LTIP awards

Shareholding guidelines

The Company now opetrates shareholding guidelines for executive Directors which are linked to the out-turn of the LTIP At the tme awards vest
under the LTIP (or any other executive plan operated in the future), there will be a requirement to retain no fewer than 50 per cent of the shares
{net of taxes) until such time as a total personal shareholding equivalent to 100 per cent of prevailing base salary has been achieved

Total sharehclder returns

The Company's total sharehclder return performance for the five years to 31 December 2009 1s shown on the graph below compared with the
index of the FTSE SmallCap companies {excluding investment trusis) The Company is a constituent of the FTSE SmallCap Index and for this
reason the Directors consider it appropnate to benchmark the Company’s performance against it
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Directors remuneration report (conunued)

Share options
The Company has operated a number of share option schemes in the past 1t 15 the Committee's intention not to make further grants to executive

Directors under these plans

Sharesave Scheme
The Company Is seeking shareholder approvai for the adoption of a Sharesave Schemne at the forthcoming Annual General Meeting Further
detal's regarding the proposed Sharesave Scheme can be found in the Notice of the Annual General Meeting which accompanies this document

Service contracts

The executive Directors have service contracts which reflect both current market practice and the appropnate balance between the interests of
the Company and the individual Director These contracts iInclude 12 month non-compete clauses and standard provisions for summary
termination and are terminable on 12 months’ notice from erther side

Non-executive Directors

The remuneration of each of the independent non-executive Directors 15 determined by the Chairman and the executive members of the Board,
reflecting time commitment, responsiility of each role and the fees paid in other comparable companies Consistent with the Group's pay freeze,
no fee increases were awarded 1n 2009 No benefits in kind are provided for non-executive Directors

The remuneration of the Company Chairman s a matter for the Committee Following J W Newman's switch from executive to non-executive
Chairman on 1 September 2009, the Committee determined that an annual fee of £100,000 would be approprate from that date As executive
Charman he was previously earming £214,882

Audited information

Aggregate Directors’ emoluments

Set out below are tables of remuneration of the Directors who served during 2009 and 2008 The amount of each element of the remunerations
received and recenvable by the Directors In the year including base salary and fees paid durning the year, bonus, benefits in kind and other
payments 15

Annual 2009 2008
Salary/fees Bonus® Other Benefits Total Total
£000 £000 £000 £000 £000 £000
Executive Directors

G Andersont? 350 105 - 26 481 151
$ D Dasani™ 240 72 - 23 335 161
JW Armstrong® - - 25 4 29 216
N A Rodgers™ - - - - - 582
R'W Weaver - - - - - 230

Non-executive Directors
JW Newman® 177 - - 1 178 226
0 S Crowther 42 - - - 42 41
DE A Crowe!V - - - - - N
J C Shakeshaft 32 - - - 32 31
S M Watson 32 - - - 32 N
873 177 25 54 1,129 1,690

(1) G Anderson was appointed on 4 August 2008 and § D Dasanr was appointed on 1 August 2008 N A Rodgers resigned on 11 June 2008 and R W Weaver and D E A Crowe retired on
1 August 2008 and 3 Septernber 2008 respectively

{2y JW Armstrong retired on § January 2000 The bonus of £25,000 was pa:d based on the bonus armangements in place for 2008

{3) JW Newman became non-executive Chairman from 1 September 2009 and it was agreed that his fees from that date would be £100000

{4) The amounts are payable under the bonus arrangements in place for 2009 as explained on page 42

TH Roberts, who was appointed to the Board on 26 January 2010, 1s due 1o be paid a bonus of £40,000 in respect of the year to
31 December 2009

Benefits in kind dunng the year compnised company car benefits, telephone expenses and the provision of private medical tnsurance
Ne Director received an expense allowance dunng the year
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Executive Directors’ pensions - defined benefit
Two individuals who were executive Directors at the start of the financial year were members of the Company’s defined benefit pension scheme

Increase/ Accrued
{decrease) in pension at Lump sum Valueat  (Decrease)f Value at
accrued 31 December received 31 December increase 31 December
pension 2009  dunng year 2009 in value 2008
£000 £000 £000 £000 £000 £000
JW Newman 6 226 - 3,943 (250) 4,193
JW Amstrong (5} 61 99 1,231 88 1,143

Nates

{a) JW Newman is in receipt of a pension from the scheme The cash equivalent value of J W Newman s fuiure benefits fell duning the year primanly due to the amounts paict to him during
2008 and, 1o a lesser degree due 1o a nise in gilt yiglds

(b) JW Armstrong retired an 5 January 2009 and elected to take a pension commencement lump sum in exchange for part of his pension entitlement

(€} Pensions in payment accrued between 1 January 1989 and 5 April 2005 are increased annually n line with the annual nise in the All Ikems Index of Retail Prices subject to a maximum of
5 per cent per annum Post 5 Apn! 2005 Increases are subject 10 a maximurn of 25 per cent per annum

(d) Inthe event of the death of an executive or former executive Director a pensian equal to one half of the Director's pre-commutatien pension wili becorme payable 10 a surviving spouse

Executive Directors’ pensions - defined contribution
During the year the Company contributed £35,000 for G Anderson and £37,200 for S D Dasani to the Company’s group personal pension
arrangement

Long Term Incentive Plan
As at 31 December 2009, Directors’ Interests under the LTIP were as follows

Granted Market pnce
1 January dunng the 31 December  atgrantdate
Date of grant 2009 year Lapsed Vested 2009 Pence  Vesungdate
JW Newman 16 Jan 07 117,596 - - - 117,596 2480 16Jan10Q
JW Armstrong 16 Jan Q7 38754 - 38754 - = 2480
31 May 07 19,969 - 19,969 - -m 075
24 AprQ8 43,182 - 43,182 - -t 1100
101,905 - 101,905 - -
G Anderson 28Aug08 341463 - - - 341,463 1025 28Aug 11
5 May 09 - 875,000 - - 875,0007 3025 SMay12
341,463 875,000 - - 1,216,463
S D Dasani 28 Aug 08 214,634 - ~ - 214,638V 1025 28Aug 11
5 May 09 - 600,000 - - 600,000% 3025 5SMayl12

214,634 600,000 ~

814,634

Notes

{1} For LTIP awards granted in 2007 and 2008 25 per cent of the shares subject 1o an award will vest for EPS growth of 3 per cent compound per annurm in excess of RP), increasing on a
st aght-ne basts 1o 100 per cent vesting for EPS growth of at least 7 per cent compound per annurn in excess of RPY

{2) Performance targets for LTIP awards granted in 2009 are set out under "Long Term Incentive Plan 20057 above
3) W Armstrong retired on 5 January 2005 His awards lapsed as the performance cntena had not been met

T H Roberts holds LTIP awards granted in Apni 2008 and May 20092 over 10,000 and 202,667 shares respecuvely which are subject to the
relevant performance critena as noted for the executive Directors above

Overview

Group accounts Governance Business review
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Directors remuneration report (continued)

Directors’ share options
Options set out below granted under the 1994 Executive Share Option Scheme (Approved) are marked™, the 1996 Executive Share Option
Scheme (Unapproved) are marked® and the 2004 Company Share Option Plan (Unapproved) are marked®

Exercse

1 January 31 December Qnce
2000 Lapsed 2009 Pence Exercise pericd
JW Newman 147,058 147,058 -@ 1360 Sep 2002-Sep 2009
248,192 248,1929 1660  May 2004-May 2011
128,593 128,593@ 1650 Apr 2005-Apr 2012
273,180 273,180@ 800 Mar 2006—Mar 2013
155,241 155,241% 1450  May 2007-May 2014
112823 112,823® 2055 Apr 2008-Apr 2015

1,085,087 147,058 918,029

JW Armstrong 73526 73,529 - 1360 Sep 2002-Jul 2009
109,289 108,289 - 915 Mar 2003-Jui 2009
38253 38,253 -a 1660 May 2004-Jul 2009
11,818 11,818 -m 1650 Apr 2005-Jul 2009
28975 28,975 -2 1650 Apr 2005-Jul 2009
86,662 86,662 -a 800 Mar 2006-Jul 2009
49,247 49,247 - 1450 May 2007-Jul 2009
37,181 37,181 - 2055 Apr 2008-Jul 2009

434954 434,954 -

Nates

{1,2) Opuons granted under the 1994 and 1996 Executive Share Cption Schemes are generally exercisable not less than three and not more than ten years after theis grant and only then
If a performance critenon has been achieved Prior to 2001 the Group must have expenienced annual growth In its earmings per share of at teast 2 per cent over and above the Retall
Price Index for 2 penod of three years following the g ant of the opuons. Opuions granted afier 2000 carry a performance condition of anrual growth in the Group s earnings per share
of at least 4 per cent over and above the Retail Price Index for a period of three years following the grant of the options The canstrtuent parts of the condition are calculated each year
to see If the performance condiien has been met

(3} Opuons granted under the 2004 HMRC Approved and the Unapproved Company Share Opuon Plans carry a perfarmance condition stating that the growth in the Group's earmings
per share must exceed the increase in Retall Price Index by an average of 4 per cent per annum over a penod of three consecuive years Any year in which eatnings per share 15
negatve cannot be ncluded Cpnons granted under these schemes lapse an the seah anniversary of the date of grant in the event that any exercise condivion s na longer capable
of satsfaction

Dunng the year options granted to the executive Directors totalling 582,012 shares have lapsed No opticns were exercised by the executive

Directors

The closing middle market prices for an Ordinary share of 25p of the Company on 31 December 2009 and 2008 as derived from the Stock
Exchange Daily Official List were 73 25p and 34 88p respecuvely Dunng 2009 the middle market price of TT electronics ple Ordinary shares ranged
between 1925p and 84p

Approved by the Board on 12 March 2010 and signed on its behalf by

DS Crowther
Chairman of the Remuneration Committee

L = S SR
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Report of the Independent Auditors to the members
of TT electronics plc

Independent auditor’s report to the members of TT electronics plc

We have audited the group financial statements of TT electronics plc for the year ended 31 December 2009 which comprise the conschdated
income statement, the consolidated balance sheet, the consolidated statement of comprehensive income, the consolidated cash flow statement,
the consolidated staternent of changes in equity and the related notes The financial reporung framework that has been apphied in their
preparation 1s apphcable law and International Financral Reporting Standards (IFRSs) as adcpted by the European Union

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006 Our audit
work has been undertaken so that we might state 1o the Company’s members those matters we are required to state to thern in an auditor's
report and for no other purpose To the fullest extent permitted by [aw, we do not accept or assume responsibility to anyone other than the
Company and the Company’s members as a body, for our audit werk, for this repert, or for the epiniens we have formed

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 36, the Directors are responsible for the preparation of the
group financial staterments and for being satisfied that they give a true and fair view Our responsibility 1s 1o audit the group financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financizl statements 1s provided on the APB's website at www frc org uk/apb/scope/UKP

Opinion on financial statements

In our opinion the group financial statements

s give a true and fair view of the state of the group’s affairs as at 31 December 2009 and of 1ts loss for the year then ended,
e have been properly prepared 1n accordance with IFRS as adopted by the European Union, and

« have been prepared in accordance with the requirements of the Companies Act 2006 and Article 4 of the IAS Regulation
Opinion on other matters prescnibed by the Companies Act 2006

In our opinion

« the information given In the Directors’ report for the financial year for which the group financial statements are prepared is consistent with the
group financial statements, and

« the information given in the Directers’ feport on corporate governance set out on pages 38 and 39 with respect to internal controt and nsk
managernent systems In relation 1o financial reporting processes and the information given in the Directors’ report on page 35 about share
capital structures is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in our opinion

o certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not receved all the informaton and explanations we require for our audiz, or

* 3 Directors’ report on ¢orporate governance has not been prepared by the Company

Under the Listing Rules, we are required 1o review

» the Drectors’ statement, set out on page 36, in relation to going concern, and

= the part of the Directors’ report on corporate governance relating to the Company’s compliance with the nine prowvisions of the 2008 Combined
Code specified for our review

Other matters
We have reported separately on the parent company financial statements of TT electronics plc for the year ended 31 December 2009 and the

E nformatfn |?\_Lmiﬂ_e%’.cemuneranon report that is described as having been audnited

td Miller
Senior Statutory Auditor
for and on behalf of Grant Thornton UK LLP
Statutery Auditor, Chartered Accountants
London

12 March 2010
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Consolidated income statement

for the year ended 31 December 2009

Revenue
Cost of sales
Gross profit
Distnbution costs
Administrative expenses
Other operating income
Operating profit before exceptional items
Exceptional items — restructunng
- goodwill impairment
Operating (loss)/profit
Finance income
Finance costs
(Loss)/profit before taxation
Taxaton
(Loss)/profit for the year
Minorty interests
{Loss)/profit for the year attributable to shareholders

{Loss)/earnings per share
—basic
- diluted

Note

2009
£mullion

499 6
(4204)
792
(33.7)
{40.2)
12
65
{14.2)
38)
(115s)
158
{215)
(17.2)
{24)
(19 6)

(196)

(126)p
(1z6)p

2008
fmilion

5843
(480 8)
1035
375)
(404
14
270
(38)
232
181
(24 0)
173
(57}
116

116

75p
75p
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Consolidated balance sheet

at 31 December 2009

2009 2008
Note £million fmillion

Assets
Non-current assets
Property, plant and equipment 9 111.3 137 4
Goodwill 10 659 745
Other intangible assets 11 176 236
Deferred 1ax asseis 19 49 55
Total non-current assets 1997 2410
Current assets
Inventones 12 83.9 1200
Trade and other recewvables 13 851 1115
Financial asset 18 03 -
Cash and cash equivalents 13 247 1G1
Total current assets 1940 2416
Total assets 3937 4826
Liabilities
Current labilties
Short-term borrowings 17 nz 512
Financial denvatives 18 05 29
Trade and other payables 22 887 954
Current tax payable 17 31
Provisions for liablities 21 89 56
Total current habihities 1Mo 1622
Non-current habilities
Long-term borrowings i7 704 721
Deferred tax 19 59 87
Pensions and other post-employment benefits 27 437 186
Provisions for llabilities 21 02 01
Other non-current liabilizies 22 67 80
Total non-current habilities 126.9 1075
Total kabilities 2379 2697
Net assets 1558 2129
Equrty
Share capital 14 387 387
Share premium account 02 02
Share options reserve 10 12
Hedging reserve 15 (11.5) (181)
Translation reserve 15 387 53¢
Retained earnings 16 863 1346
Minonty interests 24 24
Total equity 1558 2129

Approved by the Directors on 12 March 2010 and signed on their behalf by

G Anderson S D Dasan:
Director Orrector

LA N Dradih Dhgand
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Consolidated statement of comprehensive income

for the year ended 31 December 2009

(Loss)/profit for the year

Exchange differences on net foreign currency investments

Hedging reserve

Actuanal net loss on defined benefit pension schemes

Comprehensive (expense)/income for the year attributable to shareholders

Note

27

Consolidated statement of changes in equity

for the year ended 31 December 2009

Share

premmum Share aplions

Share capital account reserve

Emilion £million £millien

At 1 January 2008 387 02 11
Comprehensive (expensel/income for the perod - - -
Minority interests - - -
Dvidends paid - - -

Share-based payment - - 01
At 31 December 2008 387 02 12
Comprehensive (expense)/inceme for the penod - - -
Share-based payment - - 2
At 31 December 2009 387 02 10

Hedging
reserve
£rmilhon

61
(242}

(8
66

(11.5)

Translation
reserve
£miilion

(76)
615

53¢
(152)

387

Retained
earnings
£milion

1418
84

(156)

1346
(483)

863

2009

£million

{19.6)
(107
21
{287)
{569)

Mminority
interest
fmillien

20
04
24

24

2008
£million

116

364
2n
32

457

Jota
£rmillion

1823
457
04
{(156)
01
2129
(569)
©2)
155.8
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Consolidated cash flow statement

for the year ended 31 December 2009

Note
Operating activities
Operating profit before exceptional items
Adjustments for
Depreciation of property, plant and equipment
Amortisation of intangible assets
Share-based payment (credit)/expense
Gain on disposal of property, plant and equipment
Pension curiailment gan
Cther non-cash items
(Decrease)/increase in financial denvatives
Deecrease/{(increase} In inventories
Decrease in receivables
{Decrease)/increase in payables
Cash generated from operations before exceptional payments
Special payments 1o pension funds
Exceptional restructunng costs
Net cash generated from operations
Tax paid
Net cash from operating activities
Cash flows from investing actvities
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment and grants received
Development expenditure and purchase of patents and licences
Acquisiticn of subsidiary net of cash acquired 23
Loan repayment
Net cash proceeds from sale of business
Net cash used 1n investing activities
Cash flows from financing activities
Interest paid (net)
Repayment of loans
New loans
Finance leases
Owidends paid
Net cash used In financing activities
Net increase/{decrease) In cash and cash equivalents
Cash and cash equivalents at beginmng of penod
Exchange difference
Cash and cash equivalents at end of period
Cash and cash equivalents comprise
Cash and cash equivalents 13
Bank overdrafts 17

2009
£milllion

65

241
18
02)
(0 4)
(19)
(0 5)
27)
311
222
(6.1)
839
(2.2)
(9 6)
721
{5.3)
66.8

9.4)
57

6.9)
(1.0)

{11.6)

38
(17 6)
29
on

(186)
366
(12.2)
01
24.5

247
(0 2)
24.5

2008
E£mililen

270

234
109
01
19
(12
48}
22
66)
10
501
22
a7
462
36
426

(219
51
{109)
{139
20
0%
(387)

(38
e
100
L)
(156)
(104
©3)
{52
05
(122)

161
(223
(122)
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Accounting policies for the consolidated
financial statements

The consolidated financial statements have been prepared under Internationai Financial Reporting Standards (IFRS) as endorsed by the
European Union

The financial statements have been prepared under the historical cost convention modified by the revaluation of financial assets and derivatives
held at fair value and by the revaluation at the transition date to IFRS of certain property, plant and equipment

IAS 1 Presentation of Financaal Statements, IFRS 8 Operating Segments, IAS 23 Borrowing Costs and IFRS 7 Amended Financial instruments
disclosure have been adapted in the current penied The Group's operating segrments have been redesignated, see note 1, and the Group’s policy
on the capitalisation of borrowing ¢ests has been changed The Group 1s not yet required 1o adopt and has not adopted revised versions of IFRS 5,
IAS 7,1FRS 3, 1AS 27 and 1AS 28 Adoptions of these revisions would not have had any significant effect on these financial statements

1AS 1 Presentation of Financial Statements (Revised) requires presentation of a comparative balance sheet at the beginning of the first
comparative penod 1n some crcumstances Management considers that this 1s not necessary this year because the 2007 balance sheet 1s the
same as that previously published

Basis of consolidation

The Group's financial statements consolidate the financial statements of TT electronics plc and all its subsidiaries Subsidiaries are consolidated
from the date on which control transfers to the Group and are included until the date on which the Group ceases to centrel them Transactions
between Group companies are eliminated, together with unrealised gains on inter-group transactions, on consolidation

Revenue recognition
Revenue 15 the fair value of the consideration, usually the invoiced value, for the provision of goods and services to external customers excluding
value added tax and other sales related taxes in accordance with [AS 18

Revenue from the sale of goods 1s recognised when the significant nisks and rewards of ownership of the goods have transferred to the buyer
In most cases this coincides with the transfer of legal title of the goods

Revenue from the provision of services 1s recognised when the amount of revenue can be measured reliably and the receipt of the economic
benefit 1s probable, in accordance with [AS 18 The amount of revenue recogrused 1s determined by reference 1o the stage of completion

Goodwill

Goodwill ansing on the acquisition of a business, representing the difference between the cost of acquisitrion and the farr value of the identfiable
net assets acquired, 15 capitalised and 1s tested annually for mpairment The net book value of goodwill at the date of transition to IFRS has been
treated as deemed cost On the subsequent disposal or discontinuance of a previously acquired business, the relevant goodwill 1s dealt with in the
Income statement except for the goodwill 2lready charged to reserves

Other intangible assets

Intangible assets acquired as part of a business combination are stated in the balance sheet at their fair value at the date of acquisition less
accumulated amortsation Internally generated intangible assets, principally product development costs, are stated in the balance sheet at cost
less accumulated amortisaton The amortisation rates for intangible assets are

Acguired patents and licences —upto 10 vyears
Product development costs - upto 3 years
Customer relatonships - 3-8 years

Amoartisation 1s on a straight-fine basis
The carrying values of intangible assets are tested for impairment when there 1s an indication that they may be impaired

Foreign currencies

Intial recognition
Foreign currency transactions are recorded on mival recognition in the functional currency of the relevant operating company by applying to the
foreign currency amount the spot exchange rate between the functional currency and the forergn currency at the date of the transaction

Translation of foreign operations

Assets and liabilities of overseas subsicianes are translated into sterling at the rate of exchange ruling at the balance sheet date The results and
cash flows of overseas subsidiarnies are translated into sterling using an exchange rate that approximates to the exchange rates at the dates

of the transactions The exchange differences ansing from these translations are recogrised within equity and reported in the statement of
comprehensive income All other exchange differences are dealt with through the consolidated income statement On disposal of an overseas
subsidiary any cumulative exchange movements relating to that subsidiary held in the translation reserve are transferred to the consolidated
Income statement

The Group uses forward currency contracts in order to partially hedge its exposure to foreign exchange nisks
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Property, plant and equipment

Property, plant and equipment are stated at cost less a provision for depreciation Depreciation is calculated so as to write-off the cost less
estimated residual value of the assets in equalinstalments over their expected useful lives No depreciation is provided on freehold land
Depreciation 15 provided on other assets at the following rates

Freehold bulldings -2 percent
Leasehold bulldings — 2 per cent (or over the penod of the lease if less than 50 years)
Plant, equipment and vehicles — 10 per cent to 33 per cent

The carrying values of property, plant and equipment are reviewed for impairment when there is an indication that they may be impaired

Borrowing costs from 1 January 2009 directly attnbutable to the acquisition, construction or preduction of assets that take a substantial penod of
time to get ready for use are capitalised In previous financial years such costs were expensed The effect in 2009 15 immatenal

Inventories

inventories are valued at the lower of cost, Including related overheads, and net realisable value Cost comprises direct matenals and, where
applicable, direct labour costs and the overheads incurred in bringing inventories to their present location and condition Cost s calculatedon a
welghted average cost basis

Deferred taxation

Deferred taxation 1s provided on taxable temporary differences between the carrying amounts of assets and habilities in the financial statements
and therr corresponding tax bases Deferred tax assets are recognised to the extent that it 1s probable that taxable profits will be available agatnst
which temporary differences can be utilised cr that they will reverse No provision 1s made for deferred tax which would become payable on the
distnbution of retained profits by overseas subsidianes unless there 1s an intention to distnbute such profits Deferred tax is measured using the
tax rates expected to apply when the asset Is realised or the liability settied based on tax rates enacted or substantially enacted by the balance
sheet date However, deferred tax 1s not provided on the initial recogrution of goodwill, nor on the intial recognition of an asset or iability unless
the related transaciion 1s a business combination or affects tax or accounting profit

Leases

Assets acquired under finance leases which confer substantially all the nisks and rewards of ownership of an asset are capitalised within property,
plant and equipment and the cutstanding rental instalments, net of interest, are shown N borrowings Assets held under finance leases are
depreciated over the shorter of the lease terms and the expected useful Iives of the assets

Paymenits on operating leases are charged to the income statement on a straight-ine basis over the lease term

Trade and other receivables
Trade and other recevables are carned at the invoiced or contractually agreed amount fess any required allowances for uncollectable amounts

Financial denvatives

Denvative financial instruments are measured at fair value The Group uses forward foreign exchange contracts and interest rate instruments to
manage the relevant exposures These dervative financial instruments are classified as fair value through profit or loss and all changes in fair value
are recognised n the consclidated income statement

Hedge accounting

The Group uses cash flow hedges to reduce its exposure to exchange rate, interest rate and other financial risks The application of the hedge 1s

documented before hedge accounting commences and Is regularly reviewed for effectiveness The net gains or losses relating to hedged items
to the extent that the hedge 15 effective are dealt with in the statement of comprehensive Income Any ineffective portions are dealt with in the
Income statement

Cash and cash equivalents
Cash and cash equivalents compnse cash at hand, demand deposits and short-term highly hquid investments that are easily convertible into
known amounts of cash

Bank borrowings
Bank borrowings are carried at amortsed cost

Trade payables
Trade payables are carried at the amounts expected to be paid 1o counterparties

Group accounts Governance Business review Overview

Company accounts
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Accounting policies for the consolidated
financial statements (continued)

Employee benefits
The Group operates defined benefit post-retrement benefit schemes and defined contribution pension schemes

The liability recogrused in the balance sheet for defined benefit schemes 1s the present value of schemes’ liabilities less the farr value of schemes’
assets The operating and financing costs of defined benefit schemes are recognised separately (n the Income statement Operating Costs
comprise the current service cost, any gains or losses on settlement or curtallments, and past service costs where benefits have vested Finance
items comprise the unwinding of the discount on schemes’ habtities and the expected return on schemes’ assets Actuanal gains or losses
comprising differences between the actual and expected return on schemes' assets, changes in schemes’ labilities due to expenence and
changes in actuanal assumptions are recognised iImmediately 1n the statement of comprehensive income

Pension costs for the defined contribution plans represent the amount of contributions payable in respect of the accounting pernod

Government grants

Government grants relating to non-current assets are treated as deferred income and credited 1o the income statement by equal instalments over
the anuicipated useful fives of the assets 1o which the grants relate Other grants are credited to the income statement over the period of the
project to which they relate

Research and development

Research costs are wrtten-off as incurred Development costs incurred in the development of new or substantially improved products and
processes are capitalised as intangible assets if it 1s prebable that the expenditure will generate future econormic benefits and can be measured
reliably Such costs are amortised on a straight-line basis over three years

Share-based payments

The fair value at the date of grant of share-based remuneraton is caleulated using appropnate pricing models and charged to the income
statement on a straight-line basis over the vesting penod of the award The charge to the income statement takes account of the estimated
number of shares that will vest All share-based remuneration 1s equity settled

Discontinued operations
The Group reports a business as a discontinued operation when its sale, probable sale or abandonment results in the cessation of a major ine of
business or geographical area of operation

Segmental reporting

Operating segments are those components of the business where results are regularly reviewed by the Board 1o assess therr performance and to
make resource allocation decisions The operating segments are wdentified by the products and services they supply and the similarity of therr
economic charactenistics and not by their geographical area of operation

Cntical judgements in applying the entity’s accounting polictes
Other than the key sources of esttimation uncertainty there were no maternal transactions or events during the year requinng cntical jJudgements
1N applying the Group's accounting policies

Key sources of estimation urncertainty

i Recoverability of internally generated intangible assets
The recoverability of capitalised development costs s dependent on assessments of the future commercial viability of the relevant products and
processes The carrying amount of £134 million at 31 December 2009 (2008 £18 3 million) 1s considered to be farly stated

i impatrment of goodwill

The carnying amount of goedwill is £65 9 million (2008 £74.5 mullion) This has been tested for impairment by estimating the value in use of the
cash-generating units to which it has been allocated The value 1n use 1s estimated by discounting future cash flows This process gives rise to
uncertainty in respect of the cash flows themselves and the discount factors applied An impairment of £3 8 million has been charged as an
exceptional cost in 2009

11 Defined benefit pension obligations

The defined benefit pension obligations are calculated using a number of assumptions, such as fuiure inflation, salary increases and mortality and
the obligation 1s then discounted to 1ts present value using an assumed discount rate The pension deficit of £42 7 million at 31 December 2009
has been calculated using the assumptions set out in note 27 A decrease of 01 per cent in the discount rate of 5 8 per cent increases the deficit
by approximately £6 6 million An increase of 0 1 per cent in the inflation rate of 34 per cent Increases the deficit by approximately £5 7 million
The deferred tax asset recognised in relation to pension obligations has been restricted to £5 2 million (2008 £4 1 million)

v Provisions
The Group makes appropriate provision on a consistent basts for risks of product liability, lingation, credit sk and other normal trading exposures

v Deferred tax
The recognition of deferred tax assets is dependent on assessments of future taxable income in the countries concerned
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Notes to the consolidated
financial statements

1 Segmental reporting

Following the Strategy Review, the Group's businesses have been reorganised into the following dvisions with effect from 1 January 2009

¢ Components - speaahst resistive components and MiCrocircults, connectors and interconnection systems

« Sensors - electronic accelerator pedals, engine and wheel speed, temperature and pressure sensors and chassis height sensors

» Integraied Manufactunng Services — the provision of global electronics manufactunng capability with logistics, interconnect and

integrated soluuons

« Secure Power - standby generation and uninterruptible power systems manufacture and service

« General Industnal — manufacturing operations serving a range of market sectors with applications including magnetics, electrical fusegear,

compounding and fine wire

Further descnptions of the operating segments are given In the Business review on pages 22 tc 26 Comparatives have been restated

- Components

-Sensors

- Integrated Manufacturing Services
—Secure Power

— General Industnal

Total

Excepticnal operating items (note 4)
Operating (loss)/profit

Finance income (note 2)

Finance costs (note 2)

{Loss)/profit before tax

Taxation (note 5)

(Loss)/profit for the year

There are no significant sales between sectors

- Components

- Sensors

- Integrated Manufacturing Services

— Secure Power

- Genesal Industnal

Sector assets and liabilities

Pensions and other post-employment benefits
Unallocated assets and liabilities

Total nei assets

2009
£milllion
1908
1054
751
591
692
4996

Assats
2009 2008 2009
Emillion Emilhon £million
1811 2268 323
809 981 252
391 569 192
288 339 172
342 513 10
364.1 4670 1049
- - 437
296 i56 893
3937 4826 2379

Revenue

2008
£rnillion

1921
1259
1034
659
970
5843

Liabilities

2008
£rmilbon

383
246
222
155
155
1161
186
1350
2687

2009
£million

59
(39
24
48
27
65
{180)
f11.5)
158
{21.5)
{17 2)
24
(196)

Sector result

2008
£milkon

97
11
60
78
24
270
38)
232
181
(240)
173
G7)
16

Total capital employed

2009
£million

148 8
557
199
116
23.2

259.2

(437

(59.7)

1558

2008
£mdkon

1885
735
347
184
358

3509

(186)
(1194
2129

Group accounts Govemance Business review Overview

Comparty accounts
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Notes to the consolidated
ﬂna nCial statements (contnued)

1 Segmental reporting (continued)

—Components

- Sensors

- Integrated Manufactunng Services
- Secure Power

- General Industnial

Total - before exceptional iterns
Exceptional items

Total

Geographical analysts
The Group operates globally Revenue by gecgraphical destination is

United Kingdom
Rest of Europe
North Amernica
Rest of the World

Capita! 2dditions
2009 2008
£mullion froiflion
3¢ 112
91 1690
05 10
04 10
24 36
163 328
163 328

Depreciation

and amortisation
2009 2008
Emillion £rnillion
139 136
165 142
22 23
06 06
2,7 32
359 339

- 04

359 343
2009 2008
Emilhion £rmilhon
Ns 1083
1959 2134
1325 1543
797 1083
499 6 5843

Revenue from transactions with any individual major customers 1s below 10% of Group revenues Revenue from services 1s less than 2% of Group

revenues All other revenue 1s from the sale of goods

The carrying amount of non current assets, excluding deferred tax assets, analysed by the geographical area in which the assets are located 15

as follows

United Kingdom
Rest of Europe
North Amernca
Rest of the World

2009

£million
400
587
845
116
1948

2008
£millgn

476
720
101 3
146
2355
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2 Finance costs - net

2009 2008
Emallion £milhan
Interest recevable 02 04
Expected return on pension scheme assets 156 77
Finance income 158 181
Interest on bank overdrafts and loans 36 44
Interest on finance leases - Gi
Unwinding of the discount on pension scheme liabilities 178 195
Finance costs 215 240
Finance costs — net 57 59
3 (Loss)/profit for the year
(Loss)/profit for the year 15 stated after charging/(crediting)
2009 2008
£milbon £millon
Depreciation of property, plant and equipment 241 234
Amorusation of Intangible assets included in cost of sales 18 106
Net foreign exchange losses 08 11
Cost of Inventones recogrised as an expense 4204 4808
Employee emolumenits 1393 1539
Fees to Group Auditors
— Company and consolidation statutery audits 01 01
Fees to Group Audiiors and associates
- statutory audt of subsidiaries 08 08
- 1ax services 02 02
Fees to other Auditcrs
- statutory audit of subsidiaries 0.1 01
- tax services 0.1 o1
Government grants credited {1.1) (14)
Share-based payment {0.2) o1
4 Exceptional items
2009 2008
Restructunng costs E£million £miliion
AB Automotive — closure costs 41 27
- property profit (09) -
General Industrial - Climate control exit costs 32 27
Sensors - European restructuring 7.4 -
Sensors = Romford closure 0.4 11
IMS — UK consolidation including Aylesbury closure 12 -
Components — BI SMT closure of manufacturing 10 -
General Industnal restructuring 14 -
Cther restructuring 06 -
Profit on sale of propenties {10) -
Exceptional restructunng costs 142 38
Excepuional impairment of goodwill, see note 10 38 -
Exceptional items 180 38

Exceptional restructuring costs include redundancy costs of £13 7 million, mparment to plant and equipment of £10 million, loss on disposal of
surplus plant and equipment of £1 0 milion and stock write offs of £0 4 million

The Group reperts Income of expenditure as exceptional when the size, nature or function of an item or aggregation of similar tems 1s such that
separate presentation Is relevant to an understanding of its financial position

Overview

Business review

Governance

Group accounts

Company accounts
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5 Taxation
2009 2008
£million £rmillion
Current tax 41 59
Deferred tax (note 19) 17) o2
24 57

UK tax 15 calculated at 28% (2008 28 5%) of taxable profit Overseas tax 1s calculated at the rates ruling in the relevant countries Despite the Group
reporting a loss before taxation a tax charge of £2 4 million (2008 £5 7 million) has ansen due to profits generated in certain overseas countries
An overall tax rate of 339 was reported for 2008

The tax charge 1s explained as follows

2009 2008
£million £milon
{Loss)/profit before taxation (17.2) 173
Tax at the UK income tax rate (4 8) 49
Effect of tax rates of non-UK subsidianies o1 06
Utlisation of losses not previcusly recognised (10) an
Losses for which no deferred tax asset 1s recognised 80 05
Expenses not deductible for tax purposes 09 08
Other (06) -
24 57
6 Dividends
No dividends have been paid in the year
2009 2008
pence per 2009 pence per 2008
share £millson share £million
Final dwmidend for prior year - - 636 59
Intenm dividend for current year - - 369 57
- - 1005 156
The Durectors are not recommending the payment of a final dividend for 2009
7 {Loss)/earnings per share
2009 2008
pence per pence per
share share
Headline 13 92
Basic (12 6) 75
Diluted (126) 75

(Loss)/earnings per share has been calculated by dividing the (loss)/profit attnibutable to shareholders by the weighted average number of shares
i 1ssue dunng the year The numbers used in calculating basic and fully diluted earmings per share are reconciled below

2009 2008
£million fmillion

{Loss)/profit for the year attributable to shareholders (19 6) e




59 TV electromcs plc
Annual Repart 2009

7 (Loss)/earnings per share (continued)
Weighted average number of shares in ssue

Basic
Adjustment for share options
Dituted

2009
millon

155.0

1550

2008
million

1550
o1

1551

{1} Headline koss per share on contnuing cperations before exceptional items of 13p (2008 earnings of 9 2p) s based on the loss for the year of £196 million (2068 profitof £11 6 million)

adjusted for excepuional iiems of £180 milion (2008 £3.8 mdlion) less the associated taxation of £04 million {2008 £1 1 mullion)

8 Employees

The average number of full tme equivalent employees (including Directors) durning the year was

By function
Production

Sales and distribution
Administration

By sector

= Components

- Sensors

~ Integrated Manufactuning Senvices
= Secure Power

- General Industnal

Tetal continuing operations

The aggregate emoluments including those of Directors for the year were

Wages and salanes
Employers’ social secunty charges
Employers’ pension costs

Remuneration i respect of the Directors was as follows

Emoluments

2009
number

5369
598
436

6,403

3,027
1,044
1,056
587
689
6,403

2009
£million

1153
202
38
1393

2009
£million

11

number

6455
645
492

7,582

3326
1,280
1343

630
1013
7,592

2008
£million

1291
213
35
1539

2008
£million

17

Further details of individual Directors’ remuneration, pension benefits and share options are shown in the Directors’ remuneration report on

pages 42 to 46

Group accounts Governance Business review Overview

Company accounts
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9 Property, plant and equipment

Cost

At 1 January 2008

Additions

Acquisition of subsidiary
Disposals

Exchange translation differences
At 1 January 2009

Additions

Disposals

Exchange translaiton differences
At 31 December 2009
Accumulated depreciation and imparrment
At 1 January 2008

Cepreciation charge for the year
Acquisition of subsidiary
Eliminated on disposals
Exchange transiation differences
At 1 January 2009

Depreciation ¢charge for the year
Impairment

Eliminated on disposals
Exchange transiation differences
At 31 December 2009

Carrying amount

At 31 December 2009

At 31 December 2008

The following rates are used for the deprecration of property, plant and equiprent

Freehold property 2%

Leasehold land and buildings 2% (or over the period of the lease If less than 50 years)

Plant and equiprment 109 10 33%

Land and
buildings
£million

559
34
26
37)
109
691
05
(19
29
648

137
17
27
25
152
2i

02
08
163

48 5
539

Plantand
equipment
£million

293
185
26
87)
606
3643
89
(262)
(159
3311

2215
217
10
83
449
2808
220
10
(237)
(118}
2683

628
835

The carrying amount of land and builldings includes £0 3 milhon (2008 £G4 millior) in respect of assets held under finance leases

The impairment of plant and eguipment relates 1o items that are no longer of economic value following the exit from the ¢limate

control business

Total
£miilion

3472
219
52
(124)
5
4334
94
281)
(188)
3959

2352
234
10
(110)
474
2960
241
10
(239
(126)
2846

1113
1374
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10 Goodwill

frmallion
Cost
At 1 January 2008 523
Acquisition of subsidianes 57
Exchange translation differences 163
At 1 January 2009 45
Impairment 38
Exchange translation differences 48)
At 31 December 2009 659
Goodwill s pamanty attributed to the following cash generating units in the sectors shown

£million
Bl Technologies - Components 285
Optek Technolegy Inc - Components, after impairment of £3 8 million 180
TT electronics tntegrated manufacturing services, inc USA - integrated Manufactunng Services 79
TT electronics integrated manufactuning services (Suzhou) Co Ltd — Integrated Manufacturing Services 51
New Chapel Electronics Limited - Components 34
Semelab Limited - Components 23

Goocwill has been tested for Impairment by assessing the value In use of the relevant cash generating units The value in use calculations were
based on projected cash flows for the years 2010 onwards Cash flows for 2010 are based on the budget for the year, which was finalised in
December 2009 Cash flows for 2011 and 2012 are based on the financial data denved from the annual strategic review The strategic review was
conducted for every subsidiary and reviewed in depth by key management The results of the strategic review have been endorsed by the Board

Cash flows for 2013 and 2014 assume sales growth of 6% per annum and beyond 2014 the assumed sales growth rate is 2% Using these
conservative assumptions and discounting future cash flows by 10% per annum which 15 the estimated weighted average cost of capital for the
businesses concerned, there was no iImpairment except for Optek Technology Inc where the impairment was £3 8 million Sensitivity analyses
using a range of sales growth projections and discount rates confirmed that Optek's goodwill was impaired but that the remainder were not
impaired The sensitivity analyses for Optek showed a range from noimpairment (sales growth of 10% up to 2013 and 3% in perpetuity and a
discount rate of 109} to impairment of £7 4 millon {based on 6% sales growth up to 2015 and 3% thereafter discounted at 12%) The conclusion
reached from the value in use assessmenits and consideration of Cptek's trading history was that the goodwill attnbutable to Optek Technclogy
Inc of £21 8 rmilhion was impaired by £3 8 million

Qverview

Business review
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11 Other intangible assets

Product
development Patents Customer
costs and hcences relationships Total

£million £million £million £million
Cost
AU 1 January 2008 277 37 11 325
Addiions 103 06 - 109
Acquisition of subsidiaries - 02 23 25
Retirements 93 - - (93)
Exchange transfation differences 73 02 02 77
At 1 January 2006 360 47 36 443
Additrons 69 - - 69
Retirements (106) - - (106)
Exchange translation differences 20) N ©1) (22)
At 31 December 2009 303 46 35 384
Amortisation
At 1 January 2008 134 13 05 152
Charge for the year 100 04 a5 109
Retirements 93 - - 93)
Exchange translation differences 36 03 02 39
At 1 January 2009 177 18 12 207
Charge for the year 08 04 873 118
Retirements (106) - - (106)
Exchange translation differences {10 - 01} (11}
At 31 December 2609 169 22 17 208
Carrying amount
At 31 December 2009 134 24 18 176
At 31 Decemnber 2008 183 29 24 236

Product development costs are amortised over up to three years and are retired when fully wntten-off Patents and licences are amortised over
ten years The attnbuted value of customer relationships are amertised over 3-8 years

12 Inventories

2009 2008

£millton £million

Raw matenals 378 519
Work in progress 195 243
Fimished goods 266 438
839 1200

Inventones are stated after deduction of a provision for slow mowving and obsolete itemms of £17 9 mullion (2008 £190 million) The carmying
amount of inventones has reduced by £4 7 million as a result of currency exchange rate movements
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13 Other financial assets and prepayments

Financial assets

2009 2008
£million £milhion
Loans and recevables (including cash and cash equivalents) 1018 1130
Financial denvatives 03 -
1021 1130
2009 2008
Emillion £million
Trade and other recevables
Trade recevables 683 881
Prepayments 80 81
Oiher debtors 88 53
851 1115
The carrying amount of trade and other recewvables approximates 1o their fair value
2009 2008
£mullion fmifhion
Financial derivatives 03 -
Financial dernvatives are the market value of forward currency contracts
2009 2008
£million £mitlion
Cash and cash equivalents 247 101

Cash and cash equivalents comprise bank balances and short-term bank deposits The carrying amount approximates to farr value

Credit nisk
Credit nisk arises from the possibility that counterparties may noi be able to settle their obligations as they fall due The credit nsk on the cash and
cash equivalents 1s negligible because the counterparties are banks with high credit ratings The carrving amount approximates to fair value

Trade recevables are stated net of an allowance for estimated irrecoverable amounts of £2 3 million (2008 £2 8 milfion) and the carrying amount
approximates to fair value The Group is not reliant on any particular customer in the markets (n which it operates and there 1s no significant
concentration of credit nisk.

An analysis of the age of loans and recevables (excluding cash) that were past due at the year end but for which no impairment provision was
made s

2009 2008
£million fmillion

Not mere than three menths 11.0 207
More than three menths but not more than six months 11 14
More than six months but not more than 1 year 1.3 01
134 222

The Group has strict procedures In place to manage the credit nisk on trade recevables It ensures credit mits are properly authonsed and that
debts are collecied In a tmely manner

Trade recevables are denominated in the currencies in which the Group trades The Group's policy 1s that recewvables and payables not in the
functional currency of the subsidiary concerned are covered by forward foreign currency exchange contracts The exchange risk at Group level 1s
therefore restncted to the nisk on the translation of overseas assets, liabilhties and cash flows into sterfing

Group accounts Govemnance Business revew Overview

Company accounts
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13 Other financial assets and prepayments (continued)
Financial assets analysed by currency are

2009 2008
£midlion £milion
Sterling 358 355
US dollar 185 245
Euro 304 233
Other 174 297
1021 1130
14 Share capital
2009 2008
£millien £million
Authorised
226,000,000 (2008 226,000,000) Ordinary shares of 25p each 565 565
Issued and fully pasd
154,952,795 (2008 154,852,795) Ordinary shares of 25p each 387 387

The Ordinary shares of 25p each are equity share capital

Potential issues of Ordinary shares
The Company has share option schemes, which are closed for future grants, and a Long Term Incentive Plan (“LTIP™) for semior executives

Detals of the share options outstanding during the year are

2009 2008

Weighted Weighted

average average

Number of Exercise Numnbet of exercise

share options price (p) share options pnce (p)

At 1 January 4,145,419 1342 5,136,108 135Q
Granted - - - -
Forfeited (1,036,879) 1256 (849,302} 1114
Exercised - - - -
Expired (490,497} 146 4 {141,387 3000
A1 37 December 2,618,043 1353 4,7145419 1342
Exercisable at 31 December 447,419 1450 546,730 1450

For share options cutstanding at 31 December 2009 the range of exercise prices was 80 Op to 205 5p (2008 80 Op to 205 5p) and the weighted
average remaining contractual fe was 3 0 years (2008 34 years) Options are equity settled, have a Iife of ten years {(with the exception of certain
schemes where the options lapse after six years If the performance critena are not achieved) and vest after three years Exercise of the options 1s
conditicnal on there being an increase in earnings per share over any consecutive three year penod of 2% per annum for options granted prior to
2001 and 4% per annum for options granted after 2000 above the increase in the Retall Price Index over the same penod

On 5 May 2009 and 27 October 2009 grants of awards were made under the LTIP for the 1ssue of up to 3,799,835 and 202,667 shares in 2012
Duning the year, 733,953 shares were forfeited and 5,458,293 shares were outstanding as at 31 December 2009 (2008 2,189,744 shares)

The award 15 a contingent nght to recerve shares In the future, subject to continued employment and the achievement of predetermined
performance cntena The performance targets attached to awards granted in 2009 require the achievement of earmings per share ("EPS") and total
shareholder return (‘“TSR") targets as follows

+ The performance target attached to 50% of an award 1s based on three year EPS targets 25% of the shares subject to this part of the award will
vest for EPS growth of 3% compound per annum in excess of Retail Pnce Index ("RPI), increasing on a straight-line basis to 100% vesting for EPS
growth of at least 7% compound per annum in excess of RPI, and

* The performance target attached 1o the other 50% of an award 1s based on TSR performance targets against companies within the FTSE
SmallCap {excluding investment trusts) iIndex, 259 of shares subject to this part of the award will vest at median performance increasing on a
straight-line basis 1o 100% vesting at the upper quartile of the comparator group As well as the TSR targets, the Commuttee will consider the
Company's underlying financial performance to ensure that vesting percentages under this part of an award are appropriate
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14 Share capital (continued)

The estumated fair values of the LTIP grants on 5 May 2009 and 27 October 2009 are 28 75p and 75 Op per share respectively for those with nen
market conditions and 7 19p and 18 75p per share for those with market conditions respeciively These fair values were calculated using the
following inputs

5 May 5May 27October 27 October

Market Non-Market Market Non-Market

Condion  Condtion  Condition Condition

Share price 2875p 2875p 750p 750p
Dividend per annum - - - -
Grant vesiing 100% 25% 100% 25%

The Group credited £0 2 million {2008 charge of £0 1 million) to the Consolidated income statement in respect of share-based payments
The credit represents the cost allocated 1o 2009 in respect of the LTIP grants in 2007, 2008 and 2009 offset by credits ansing from the 2006 LTIP
not vesting and attrtion to options and LTIPs issued 1n 2003, 2005, 2007 and 2008

15 Hedging and translation reserves

Hedging Translation

reserve reserve Total
£million Emillion £million
At 1 January 2008 61 (76) (15)
Exchange differences on translation of foreign operations - 615 615
Exchange differences on U5$124 million borrowings (221} - (22 1)
Cash flow hedges 21) - 21
At 1 January 2009 (181) 539 358
Exchange differences on translation of foreign operations - (156) (156)
Tax on exchange differences - 04 04
Exchange differences on US$124 million borrowings 45 - 45
Cash flow hedges 21 - 21
At 31 December 2009 {11.5} 387 272
16 Retained earnings
£million
At 1 January 2008 1418
Profit for the year 116
Actuarai net ioss on defined benefit pension schemes 32)
Dividends paic {156}
At 1 January 2009 1346
Loss for the year {196}
Actuanal net loss on defined benefit pension schemes (see note 27) (287)
At 31 December 2009 863
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17 Borrowings

2009 2008
£million £milion
Bank overdrafts 02 223
Bankloans 81.0 1005
Finance leases 04 05
816 1233
The borrowings are repayable as follows
2009 2008
£million £million
In one year or less 12 512
In more than one year but not more than two years 700 17
In more than two years but not more than three years 01 700
In more than three years but not more than four years 01 01
In rmore than four years but not more than five years 01 01
In more than five years 01 02
In more than one year 704 721
The carrying amounts of the Group's borrowings are denorninated in the following currencies
2009 2008
£milllon £rnillion
Sterling 756 222
US dollar - 890
turo 60 17
Other - 04
Borrowings of £770 million (2008 £96 9 mill:ion) are at fixed interest rates for an average period of 0 1 years (2008 04 years)
The average interest rates at the balance sheet date were
2009 2008
% %
Bank overdrafts 55 31
Bank loans 11 40
Finance leases 80 78
The estimated fair value of borrowings i1s
2009 2008
£mullion fmillien
Bank overdrafts 02 223
Bank lcans 810 1005
Finance leases 04 05

The borrowing facilities available to the Group at 31 December 2009 amounted to £142 1 million (2008 £166 2 millicn)
At 31 Decemnber 2009, the Group had available £27 8 million (2008 £14 9 mullion) of undrawn committed borrowing facilities

The Greup borrowings at 31 December 2009 are funded mainly through bank overdrafts including short-term committed facilmies of £38 7 milien
and a committed unsecured £70 0 millien multi-currency revalving bank loan facility which expires in Apnt 2011 Under this facility funds can be
drawn In sterling, US dollars or euros or a combination thereof at fixed rates of interest for penods varying from one month to a year Interest rates
are at a fixed margin over the inter-bank borrowing rate at the date the funds are drawn The £70 millien multi-currency bank loan was drawn
down in US dellars up te 2 June 2009 and in sterling thereafter The Group's approach to liquidity nsk s described in the Business review
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17 Borrowing (continued)

Hedge of net investment

The Group had designated $124 ¢ million of its borrowings as a currency hedge of its US dollar denominated net assets until 2 June 2009

This 15 an effective partial hedge The net result of translating the US dollar net assets and the $124 0 million of borrowings is dealt with in the
translation and hedging reserves and reported In the Consolidated statement of comprehensive Income, together with the exchange difference
ansing from the translation of the Group's other overseas net assets

In 2009 there was a net loss of £107 miflon (2008 net gain of £39 4 million) on translation of overseas assets after accounting for this hedge

Reconciliation of net cash flow to movement in net debt

Loans and
Net cash/ finance
overdraft leases Net debt
£million £milhon Emilben
At January 2008 52 69 8) 7s0)
Cash flow 65) (90) (155)
Exchange differences {05) (222 (227)
At 31 December 2008 (122 (0o (1132)
Cash flow 366 48 514
Exchange differences o1 48 49
At 31 December 2009 245 {81 4) (56 9)
18 Dervative financial instruments
2009 2008 2009 2008
Assets Assels Liabilrhies Leabilizies
£million £rniflon £million £million
Forward foreign currency contracts 03 - - 29
Interest rate hedge - - 0.5 -

The Group uses forward foreign exchange contracts to reduce currency exposure on sales and purchasing transactions for up to a year ahead

At 31 December 2009 the Group had an interest rate cap applying to $50 0 million of borrowings at a rate of 4 75% from 4 February 2008 to
4 February 2010 Ths cap 1s designated as a cash flow hedge and marked 10 market at the yearend At 31 Decernber 2009 and 31 December 2008
the market value was £nil million

At 31 December 2009 the Group had an interest rate swap fixing the interest rate on $50 0 million of borrowings to Apnl 2011 This swap Is
designated as a cash flow hedge and marked to its market value, a hability of £0 5 million at the year end

The Group hedged the effect of currency movements against sterling on the translation of 2008 profit earned in US dallars and Chinese yuan, by
selling forward US dollars and Chinese yuan for sterling at fixed exchange rates At 31 December 2009 contracts were in place to hedge the
translation of 2010 profits for $3 6 milion and euro 06 million Subsequently contracts for the sale of a further $4 0 million were entered Into

The contracts were marked to market at 31 December 2009 and were a net hability of less than £0 1 miliion

The Group's financial assets and liabilities are sensitive to movements In currency exchange rates against sterling Analys:s of financia! assets and
lialzlities by currency are given in notes 13 and 22, the major overseas currencies being the US dollar and the euro The effect of any such currency
movement an the net financial liabilities 1s reported 1n equity In the Group accounts

US dollar -~ effect of 10% strengthening an increase in equity of £03 million
Euro - effect of 10% strengthening anincrease in equity of £1 2 million

wWhilst the Group had a small net financial asset in US dollars, overall it had a iarge net asset position when taking into account inventory and non-
current assets Details of the Group's exposure 10 nisk are given on pages 28 to 29 of the Business review
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19 Deferred tax
Accelerated Deferred Retirement
capital  development benefit
allowances costs obligations Other Total
Emillion £mithon £millicn £millicn £million
At 1 January 2008 (54) 41) 43 34 (18
Income statement 06 ©cn - (03) 02
Exchange differences (16 (13) (02} 15 (16)
At 1 January 2009 64) (55) 41 46 (32)
Income statement ©03) 1.2 09 on 17
Exchange differences 05 03 02 {05) 05
At 31 December 2009 (62) 40) 52 4.0 (10}
2009 2008
£million £milhon
Deferred tax assets 49 55
Deferred tax labilities (5.9) 87)

At 31 December 2009 the Group had unused tax losses of £28 2 million (2008 £14 0 million) for which no deferred tax asset has been recognised
None of these tax losses have an exprry date

At the balance sheet date the aggregate unrecognised deferred tax liability 1 respect of undistibuted earnings of subsidiaries 1s £1 4 mallion
(2008 £2 1 million)
20 Obligations under finance leases

Present value of minimum

Minimum lease payments fease payments
2009 2008 2009 2008
£million £rillion £milllion £rmillon

Amounts payable under finance leases
One year or less 01 01 01 01
Between one and five years 03 03 02 0z
Qver five years o1 02 01 02

The obligations denve mainly from property leases where the nisks and rewards of ownership are considered to be with the Group and which are
therefore accounted for as finance leases The average implicit interest rate used to evaluate the obligation 1s 8% (2008 8%) The fair value of the
lease obligaton approximates o carrying amount Total minimum lease payments include £01 million (2008 £0 1 millon) of future finance costs

21 Provisions for habilities

Legal and
Reorganisation Environmental otherclaims Total
£million £millien £million £million
At 1 January 2009 25 o 31 57
Utlised {98 - (10) (108)
Transfer from/(10) Consolidated income statement 137 - 03 140
At 31 December 2009 66 01 24 91

The recrgarmisation provision relates to the restructuning programme described in note 4 The environmental provision 1s for probable clean up
costs of ex-production sites Legal and other claims represent the best estimate for the cost of setthing outstanding product and other claims

The total provisions are analysed

2009 2008

£mullion £milion

Non-current 02 0N
Current 89 56

21 57
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22 Trade and other payables

Financial labilities
Financiat dervatives
Other financial labiities

Current habihities

Trade payables

Taxation and socral security

Other payables, accruals and deferred income

Non-current habilities
Accruals and deferred income

The carrying amount of trade and other payables approximates to their fair value

2009
£million

05
143 2
143 7

2009
£million

30.5

56
326
887

2009
£million

67

2008
£rillion

29
1902
1931

2008
£rullion

587

47
360
%04

2008
£mlllion

80

Trade and other payables are denominated in the currencies in which the Group trades The Group's policy 1s that trade receivables and payables
not In the functienal currency of the subsidiary concerned are covered by forward foreign currency exchange contracts The exchange nisk at

Group level 1s therefore restricted io the nisk on the translation of overseas assets, labilities and cash flows into sterling
Financial labiities compnsing trade and other creditors, bank overdrafts and other borrowings analysed by cusrency are

Sterling
US dollar
Euro
Other

The maturity analysis of financial liabiles (ncluding estmated interest where approprnate) 1s as follows

0 -6 months

6 months — 1 year
1-2years

2 -3 years

Over 3 years

23 Acquisition of subsidiaries

2009
£mlllion

984
15.2
184
nz
1437

2009
£million

734
07
704
01
03
144 9

2008
£milkon

522
1006
226
177
1931

2008
£millon

1022
240
45
707
04
2018

The Group acquired New Chapel Electronics Limited on 2 Apnl 2008 and assets comprising the majonty of the business of Semelab Limited on
21 August 2008 The Group owns 100% of the equity of the acquired entities The total consideration for these assets was £14 9 milion of which
£139 million was paid in 2008 Deferred consideration capped at £1 0 millon was paid in 2005 in respect of New Chapel Electronics Limited

The farr value of the assets acquired was £5.2 million

24 Contingent liabilities

The Group has contingent liabilites amounting to £1 S million (2008 £2 7 miliion) 1n respect of performance bonds and guarantees entered into
in the normal course of business The Group 15 the subject of ctaims which anse in the ordinary course of business Other than those for which

provisions have been included within note 21, the Directors consider the likelihood of any other claims gwing nise to a liability to be remote
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Notes to the consolidated
financial statements (continued)

25 Capital commitments

2009 2008
Emiflion £millron
Contractual commitments for the purchase of property, plant and equipment 18 63
26 Operating leases
2009 2008
£million £million
Mimmum operating lease payments charged to operating profit
Fixtures and equipment 03 03
Land and buildings 44 48
The Group has outstanding commitments under non-canceliable operating leases, which fall due as follows
2009 2008
£mllilon £million
In less than one year 40 46
Between one and five years 21 10
After five years 40 42

Lease terms for land and bulldings are predominantly for less than ten years with rents fixed for an average of four years There are no
conungent rents

27 Retirement benefit schemes

Defined contribution schemes

The Group operates defined coninbution schemes in the United Kingdom and the Rest of the World and 401(k) plans in North America The assets
of these schemes are held independently of the Group The total contnibutions charged by the Group i respect of defined contribution schemes
were £2 1 million (2008 £1 6 million)

Defined benefit schemes

The Group operated one significant defined benefit pension scheme in the United Kingdom and two overseas The Company has reached
agreement with the UK scheme for additional fixed contributions extending to 2016 based on the actuanal deficit at Apnl 2007 These planned
contrbutions amount to 2010 £3 2 million, 2011 £3 5 million then increasing by £0 2 million each year to £4 5 million in 2016 The freeze on
pensionable salaries in the UK was extended by one year to April 2011 and this generated a curtalment gain of £1 2 million The Group also
operates defined benefit schemes in the United States and Japan The United States defined benefit scheme was closed to further aceruals in
2009 and this gave rise to a curtallment gain of £0 7 million All these schemes are closed to new members Actuarial valuations of the schemes
were carmned out by independent qualified actuanes in 2007 and 2009 using the projected unit credit method These actuanal valuations have
been updated by the actuanes 1o assess the assets and lizbilities of the schemes at 31 December 2009 Pension scheme assets are stated at
market value at 31 December 2009 The Group has entered into discussions with affected staff on the proposed closure to future acerual of its
defined benefit scheme in the UK.

The prncipat assumptions used for the purpese of the actuanal valuations were as follows

2009 2008

% %

Discount rate 58 61
Inflaticn rate 34 29
Increases to pensions in payment 25-34 22-29
Salary increases to April 20t 1 {pensionable salaries have been frozer) - -
Salary increases thereafter 39 34

A decrease in the discount rate by 01 % per annum increases the hiabilties by appreximately £6 6 million Anincrease in the inflation rate of 01 %
per annum increases the labilies by approximately £5 7 million

The expected percentage long-term rates of return on the main asset classes, net of expenses, set by management having regard 10 actuanal
adwvice and relevant indices were

2010 2009 2008
Equities 78 70 74
Bonds 52 54 59
Gilts and swaps 38 10 44
Cash 01 13 47

The mortalty tables applied by the actuaries at 31 December 2009 were PAS2 MC + two years
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27 Retirement benefit schemes (continued)
The amounts recognised on the Consolidated balance sheet are

2009 2008 2007 2006 2005 2004

£milhon £million f£million Ermiliion £rmillon £mithon

Equities 1900 1747 1820 1878 1705 1546
Bonds 368 258 124 109 29 40
Gilts and cash 616 487 1038 734 723 449
Swaps 181 339 - - - -
Fair value of assets 3065 2831 2982 2721 2457 2035
Present value of funded obligation (3502) (3017) (3156) (3447) {3359) (274 4)
Net liability recognised on the Consolidated balance sheet {43.7) (186} (174 (726) (902) (709)

The schemes’ assets do not Include the Group’s financial Instruments nor any property occupied by, or other assets used by the Group Swaps are
lizbility driven instruments taken out to hedge part of the scheme inflation and interest rate risks

Amounts recognised in the Consolidated income statement are

2009 2008

Emillion Emithon

Current service cost 17 19
Curtallment (19) (12}
Interest on obligation 179 195
Expected return on schemes’ assets {15.6) (177

Of the current service cost of £3 7 million (2008 £3 9 million), £1 1 mullicn (2008 £1 3 mullion) 1s included in cost of sales in the income statement,
£0 3 mullion (2008 £0 3 million} 1s included in distribution costs and £0 3 milhion (2008 £0.3 miflion) 1s iIncluded in adrinistrative expenses

The actual return on schemes’ assets was a gain of £31 4 million (2008 a loss of £7 7 millien) Actuarnal gains and losses are recogrised directly in
retained earnings and reported in the Consolidated statement of comprehensive income and, since transition to IFRS, amount to a net loss of
£266 million

Changes in the present value of the defined benefit obhigaton are

2009 2008
£mulhan £million
Opening defined benefit obligation 301.7 3156
Current service cost 1.7 19
Interest on obkgation 17.9 195
Scherne participant contnbutions 1.0 12
Curtailment (1.9) (+2
Change In actuarial estimates and assumptions 445 (222)
Exchange differences (0 6) 22
Benefits paid (141) {153)
Closing defined benefit obligation 3502 a7
Changes In the farr value of the schemes” assets are
2009 2008
£million £miliion
Opening fair value of schemes’ assets 2831 2982
Expected return on schemes’ assets 156 177
Excess/{deficit) of actual over expected returns 158 (254)
Contributions by employer 54 51
Contnbutions by employees 10 12
Exchange differences (0.3) 6
Benefits paid (141) (153)
Closing fair value of schemnes’ assets 3065 2831
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Notes to the consolidated
financial statements (ontinued)

27 Retirement benefit schemes (continued)

The expenence adjustments ansing on the schemes' assets and labilities are reported in the Consolidated statement of comprehensive Income

and expense and are as follows

2009 2008 2007 2006

£million frmullion £milhon fmillion

Expenence adjustments on schemes’ liabilities (44 5) 222 378 ©2)
Experience adjustments on schemes’ assets 158 (254) 05 94
(28 7) (32 383 32

The Group expects to coninbute approximately £6 0 million to defined benefit schemes in 2010

28 Related party transactions

Purchase of goods and
services Sale of goods and services Rents paid Rents received
2009 2008 2009 2008 2009 2008 2009 2008
£000 £000 £000 £000 £000 £000 £000 £000
TT electronics ple - 1 1 9 110 165 - 5
Subsichanies - - - - - 2 - -
- 1 1 9 10 167 - 5

2005 2004
£rmiliion £milhon
(47 6) (191
216 89
(260) (102)

Amounts owed to

related parties
2009 2008
£000 £000
- 16

- 16

Sales and purchases of goods and services were on normal credit terms at third party prices Rentals, which included for premises used by
J W Newman in performing duties as executive Chairman up to 31 August 2009, were calculated on open market bases and paid 1o agreed terms

As part of the demesger from TT electronics plc on 14 May 2001 two loans totalling £8 million were made to Newship Limited (formerty Send
Group Limited) Subsequently, Newship Limited becarne a related party on 15 Novemnber 2002 One loan of £6 0 million was repaid in 2004 and

the other of £20 million was repaid on 15 May 2008 Interest on the loan amounted o £46,000 for 2008

Compensation of key management personnel
The remuneration of key management during the year was as follows

Short-term benefits
Compensation for loss of office
Post-employment benefits
Share-based payments

2009 2008
£million £million
2.3 25
01 04
02 02

- 01

26 32

Key management personnel comprrse the Directors, Company Secretary, Divisional Chief Executives and Divisional Directors Their compensation

s considered and recommended 1o the Board by the Remuneration Committee

29 Post balance sheet event

On 17 February 2010, the Group announced the disposal of its wholly-owned Scuth African subsidiary Wire Systems Technology (Pty) Ltd (WST)
The sale will complete following approval from the South African authonties The consideration payable on completion 1s Rand 60 millien, plus

cash on completion, adjusted by the difference between the net assets on completion and Rand 77 8 milhon

WST 15 part of the Group's General Industnal division
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Report of the Independent Auditors to the members
of TT electronics plc

Independent auditor's report to the members of TT electronics plc

We have audited the parent company financial statements of 7T electrenics pic for the year ended 31 December 2009 which comprise the parent
company balance sheet, and the related notes The financial reporting framework that has been applied in thewr preparation 1s applicable law and
United Kingdom Accounting Standards (United Kingdem Generally Accepted Accounting Practice}

This report 1s made solely to the Company’s members, as a body, n accordance with Chapter 3 of Part 16 of the Companies Act 2006 Cur audit
work has been undertaken so that we might state to the Company’s members those matters we are required to state to them in an auditor’s
report and for no other purpose To the fuliest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company’s members as a body, for our audit work, for this report, or for the opintons we have formed

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ Responsibiiies Statement set out on page 36, the Directors are respensible for the preparation of the
parent company financial staternenits and for being satisfied that they give a true and fair view Our responsibility 1s to audit the parent company
financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statemenits 1s provided on the APB's website at www frc org uk/apb/scope/UKP

Opinion on financial statements

In our opinion the parent company financial statements

¢ give a true and farr view of the state of the Company's affairs as at 31 December 2009

s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

o have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescrnibed by the Companies Act 2006

In our opinion

o the part of the Directors’ remuneration report 10 be audited has been properly prepared in accerdance with the Companies Act 2006, and

= the information given in the Directors’ report for the financial year for which the financial statements are prepared 1s consistent with the parent
company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, In our opinion

+ adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received from
branches not visited by us, or

» the parent company financial statements and the part of the Directors’ remuneration report to be audited are not in agreement with the
accountng records and returns, or

» certain disclosures of directors’ remuneration specified by law are not made, or

» we have not received all the information and explanations we reguire for our audit

Other matters
%e have reported separately on the Group financial statements of TT electronics plc for the year ended 31 December 2069

id Miller
Senior Statutory Auditor
for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London

12 March 2010
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Company balance sheet

at 31 December 2009

Fixed assets
Tangible assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors amounis falling due within one year

Net current assets

Total assets less current labilites

Creditors amounts falling due after more than one year
Total net assets

Capital and reserves

Share capital

Share premium

Profit and loss account

Shareholders’ funds

Approved by the Directors on 12 March 2010 and signed on therr behalf by

G Anderson S D Dasant S\WJ\;\\ Da‘w
Director Director
——— D

Note

o]

2009
£million

23
1323
134.6

1190
0.1
119.1
77
114
245.0
(700
1760

387
0.2
1371
176 0

2008
£million

23
1323
1346

1220
1220
(206)
1014
2360
(700
1660

387
02
1271
1660
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Accounting policies for the Company
financial statements

The financial statements of TT electronics ple (the Company} have been prepared under the historical cost convention as modified by the
revaluation of financiat assets and derivatives held at fair value in accordance with applicable United Kingdom accounting standards

The principal accounting policies of the Company are

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less a prowision for depreciation Deprecration s calculated so as to write-off the cost less estimated residual
value of tangible fixed assets, in equal instalments over their expected useful lives No depreciation 1s provided on freehold land The depreciation
rates for the major categores of asset are given in note 1 The carrying values of fixed assets are reviewed for impairment when there s an
indication that the assets may be impaired

Investments
Investments in subsidianes are carned at cost less amounts written-off

Deferred taxation

Deferred taxation 1s the taxation attnbutable to timing differences between the results computed for taxation purposes and results as stated in
the financial statements It 1s recognised on all uming differences where the transaction or event which gives the Company an obligation to pay
more tax, or the nght to pay less tax in the future, has occurred by the balance sheet date Deferred tax assets are recognised when it 1s more likely
than not that they will be recovered Deferred tax 1s measured using the rates of tax enacted or substantively enacted by the balance sheei date

Pension costs

The Company s a member of a multi-employer defined benefit scheme The Company cannot identify its share of the scheme assets and
habiliies Pension costs are therefore accounted for under the rules for defined contribution schemes and represent the contributions payable In
respect of the period

Foreign currencies
Assets and llabilites denominated in foreign currencies are translated into sterling at the rates of exchange ruling at the balance sheet date

Share-based payments

The farr value at the date of grant of share-based remuneration is calculated using appropriate pncing models and charged to the profit and loss
account on a straight-line basis over the vesung pernod of the award The charge to the profit and loss account takes account of the estimated
number of shares that will vest All share-based remuneration I1s equity settled

Leases
Payments on operating leases are charged to the profit and loss account on a straight-line basis over the lease term

Finanaal instruments
Denvative financial instruments used to manage exposure to interest rate risk and to changes in currency exchange rates are measured at far
value All changes in farr value are recogrised in the profit and loss account
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Notes to the Company
financial statements

1 Tangible fixed assets
Freehold
land Plant,
and equipment
buildings and vehicles
£mullion £million
Cost at 31 December 2009 and 1 January 2009 29 07
Depreciation at 1 January 2009 Q7 06
Charge for the year - -
Depreciation at 31 December 2009 07 06
Net book amounts
At 31 December 2009 22 01
At 31 December 2008 22 01

Freehold land and bulldings includes a carrying value for freehold land of £06 million (2008 £06 mullion)

No depreciation 1s provided on freehold land Depreciation 1s provided on other assets at the following rates
Freehold burldings 2%

Plant, equipment and vehicles  10% to 33%

2 Fixed asset investments

At 1 January 2009
Provision
At 31 December 2009

The Company's principal operating subsidiary undertakings and the lecation of therr pnncipal operations are shown in note 14

Total
£million

36
13

1.3

23
23

Subsidiary
undertakings

£million

1323

1323

The Company owns 100% of the ordinary share capital or equivalent and 100% of voting nghts of all subsidiary undertakings other than Thuthuka
Conductors and Insulations (Pty) Ltd which 1s 74% owned, Padrmin TT Electronics Private Limited which 1s 51% owned and Rodco Limited, which

15 non-trading and 1s 60% owned Shareholdings are held indirectly for all prncipal operating subsidiary undertakings

3 Debtors
2009
£million
Amounis falling due within gne year
Trade debtors 01
Amounis owed by subsidhary undertakings 1151
Prepayments and accrued income 05
Corporation tax 33

1190

2008
£millicn

01
1167
06
46
1220
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4 Creditors
2009 2008
£rmilhon £milion
Amounts falling due within one year
Short-term borrowings {note 5) 02 144
Trade creditors 06 08
Financial dervatives 05 -
Amounts owed to subsidiary undertakings 31 23
Taxation and social secunty 04 05
Accruals and deferred income 2.9 26
77 206
Amounts falling due after more than one year
Bank loans {(note 5} 700 700

5 Borrowings and financial denvatives

The Company’s pnincipal borrowing 1s under a committed unsecured multi-currency loan facility which expires in Apnl 2011 Under this faciity
funds can be drawn in either sterling, US dollars or euros or a combination thereof at fixed rates of interest for penods varying from one month to
one year Interest rates are at a fixed margin over the appropriate inter-bank borrowing rate at the date the funds are drawn tn November 2007
the Company purchased an interest rate cap of 4 75% on $50 0 million of borrowings for the penod 4 February 2008 to 4 February 2010 The farr
value of this cap at 31 December 2009 was £nil million 2008 £nil million)

The carnying amounts of the Company's borrowings are denominated in the folfowing currencies

2009 2008
£mutlion £rmufion
Sterling 702 -
US dollars - 844
702 844

The borrowings are repayable as follows
2009 2008
£million £mulion
Cn demand cr within cne year 02 144
In the second year 700 -
In the third year - 7Q0
70.2 844

The fair value of borrowings is the same as therr carrying value At 31 December 2009, the Company had cornmitted undrawn borrowing facilities
avalable of £nil milion (2008 £nil millan) There are other substantial committed and uncommitted borrowing faciliues available to the Group

Financal denivatives

2009 2008
£rmlbon £millicn

Current habilities
Interest rate swap 05 -

At 31 December 2009 the Group had an interest rate swap fixing the interest rate on $50 million of borrowings to April 2011 The fair value was a
liability of £05 million
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Notes to the Company
financial statements {(continued)

6 Share capital

Authorised
226,000,000 (2008 226,000,000) Ordinary shares of 25p each

Issued called up and fully paid
154,952,795 (2008 154,952,795} Ordinary shares of 25p each

Orcinary shares of 25p each are equity share capital

Share option schemes

2009 2008
£million £million
56.5 565
38.7 387

At 31 December 2009 options were exercisable over 2,618,043 (2008 4,145,419) Ordinary shares under the Group share option schemes up to
2015 Subscription prices range from 80 0p to 205.5p with a weighted average of 135 3p Subsequent to 31 December 2008 no options have been
exercised Following the approval of the Long Term Incentive Plan 2005 at the Extraordinary General Meeting held on 20 October 2006, all existing

share option schernes were closed for future grants

1994 Executive scheme

This scheme for seruor executives was approved at the Annual General Meeting on 24 May 1994 The options outstanding at the date of this

report are aver 655,432 Ordinary shares and such options are

Exercisable
on or after

28032003
18 04 2004
0304 2005
2603 2006

1996 Executive scheme

Subscription

Options price (p}
122,556 915
122,395 1630
171,981 1650
248,500 800

This scheme for senior executives was approved at the Annual General Meeting on 14 May 1956 The options outstanding at the date of this

report are over 1,154,355 Ordinary shares and such optons are

Exercisable
on or after

28032003
18042004
23052004
03 042005
2603 2006

Subscription

Options price {p)
106,338 915
69,240 1630
248,192 1660
189,605 1650
540930 860

Options ssued under the 1994 and 1996 Executive Share Option Schemes may not generally be exercised for a period of three years from the
date of grant and are conditional on there being an increase 1n earnings per share over any consecutive three year penod between the daie of
grant and the date of exercrse of 29 per annum for options granted pricr to 2001 and 4% for options granted after 2000 above the increase in the
All ltems Index of Retail Prices over the same period For this purpose earnings per share on any relevant date 1s that denved from the audited

financial statements of the Company and its subsidianes last published prior to such date

2004 Approved Plan

This schemne for senior executives was approved at the Annual General Meeting on 19 May 2004 The options outstanding at the date of this

report are over 202,413 Ordinary shares and such opticns are

Exercisable

on or after

25052007
0704 2008

Subscription

Options price (p}
113,884 1450
88,529 2055
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2004 Unapproved Plan
This scheme for senicr executives was approved ai the Annual General Meetung on 19 May 2004 The options outstanding at the date of this
report are over 605,842 Ordinary shares and such options are

Exercisable Subscription
on or after Qptions price (p)
2505 2007 333535 1450
17042008 272,308 2055

Opuons 1ssued under the 2004 Approved and Unapproved Company Share Option Plans may not generally be exercised for a penod of three
years from the date of grant and are conditional on there being growth in the Group's earnings per share exceeding the Retail Pnice index by an
average of 4% per annum over a penod of three consecutive years prior to exercise Any year In which earnings per share 1s negative cannot be
included For this purpose the earnings per share on any relevant date 15 that denved from the audited financial statements of the Company and
its subsidianes last published prior to such date

Long Term Incentive Plan 2005
This scheme for serior executives was approved at the Extraordinary General Meeting held on 20 October 2006 On 5 May 2009 and 27 Gctober
2009 grants of awards were made under the Long Term Incentive Plan 2005 for the issue of up to 3,799,835 and 202,667 shares in 2012

The awards outstanding at the date of this report are over 5,458,293 Ordinary shares and such awards potentially vest on the following dates

Normal
vesting
date Shares

16012010 301,283
31052010 358,066
24042011 535512
28082011 556,097
05052012 3,504,668
27102012 202,667

The award Is a contingent right to recerve shares in the future, subject to continued employment and the achievement of predeternined
performance cnteria

The performance targets attached to awards granted in 2007 and 2008 are that the Group's earnings per share, measured over a three year
penod, must grow by at least 3% compound per annum in excess of the Retall Price Index At this level only 25% of an award will vest For an
award to vest in full, the Group's earnings per share measured over the same penod must have grown by at least 7% compound per annum in
excess of the Retall Price Index For earnings per share between these thresholds, the number of shares vesting will be calculated on a
proportional basis Any part of an award that does not vest after three years where the performance criterion 1s not reached will lapse

The performance targets attached to awards granted in 2009 require the achievement of earnings per share {EPSY and total shareholder return
{TSR") targets as follows

« The performance target attached to 50% of an award 1s based on three year EPS targets 25% of the shares subject to this part of the award will
vest far EPS growth of 3% compound per annum in excess of Retail Pnce Index ("RPLY), increasing on a straight-line basis 1o 100% vesting for EPS
giowth of at least 7% compound per annum in excess of RPI, and

* The performance target attached to the other 50% of an award is based on TSR perfermance targets against companies within the FTSE
SmallCap (excluding investment trusts) Index, 259% of shares subject to this part of the award will vest at median performance increasing on a
straight-hine basis 10 100% vesting at the upper quartile of the comparator group As well as the TSR targets, the Remunerauon Commitiee will
consider the Company's underlying financial performance to ensure that vesting percentages under this part of an award are appropnaie

7 Share-based payments
Details of the share opuons issued and Long Term Incentive Plan are given in note 6 The bases of calculation of the share-based payments are
gwen In the consolidated financial statements, note 14

Overview

Business review

Govemance

Group accounts

Company accounts



80 TT efectronics plc
Annual Report 2009

COMPANY ACCOUNTS

Notes to the Company
financial statements continued)

8 Reserves
Share Profit and
premium  loss account
£milllon £milhon
At 1 January 2009 02 1271
Share-based payment - o2
Profit for the year - 102
At 31 December 2009 02 1371

In accordance with the exemption allowed by Section 408 of the Comparues Act 2006, the Company has not presented its own profit and
loss account

9 Guarantees and firancial commitments
Financial commitments relating to bank loans are set out in note 5 The Company has guaranteed bank borrowings of a subsidiary up to
£10 milion The amount outstanding at 31 December 2009 was £50 million

10 Obligations under operating leases
The operating lease payments due within one year to which the Company was committed at 31 December 2009 were

Land and 2009 Land and 2008
buildings Other Total buldings Other Total
£million £mallion £million Emillion £rmilhon frrullion

On leases expinng
Within one year 01 - 01 03 - 03
Between two and five years 04 01 05 05 01 06
05 01 06 08 01 0%

11 Pension schemes

Defined benefit scheme

The Company 15 a member of a multi-employer defined benefit scheme which s closed to new entrants The Company 15 unable to identfy its
share of the underlying assets and habilities of the scheme Accerdingly the Company has applied the exemption in FRS 17 and accounted for
the scheme as if it were a defined contribution scherme The total contnbutions charged by the Company in respect of the year ended

31 December 2009 were £2 2 million (2008 £2 5 millhon) The maost recent tnennial valuation of the scheme has been updated by an independent
qualified actuary, taking account of the requirernents of FRS 17 to assess the liabiities of the scheme at 31 December 2009 The market value of
the scherne’s assets at the year end was £299 5 million and the present value of the scheme's labiiities was £339 7 million

Further details and an analysis of the Group's pension schemes are given In note 27 to the consolidated financial statements

Defined contribution scheme

The Company operates a group personal pension plan for employees and pays contnbutions to admiristered pension insurance plans

The Company has no further payment obligation once the contributions have been paid Payments to the defined contnbution scheme are
charged as an expense as they fall due The total contnibutions charged by the Company in respect of the year ended 31 December 2009 were
£151,00C {2008 £84,000)
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12 Employees
The average number of employees (including Directors) dunng the year was
2009
number
By function
Administration 41
The aggregate ernoluments {including those of Directors} for the year were
2009
£million
Wages and salares 43
Employer's social secunty charges 05
Employer's pension contributions 23
71
Rermuneration in respect of the Directors was as follows
2009
£millian
Emoluments 11

Further dezails of ndwidual Directors’ remuneration, pension benefits and share options are shown in the Directors' remuneration report on pages

421046

13 Related party transactions
Related party transactions of the Company are reported in note 28 t¢ the consolidated financial statements

14 Principal operating subsidiartes
The principal operating subsidianes are

Components

International Resistive Company, Inc, USA
Bl Technologies, USA, UK, Mexico, Malaysia
Optek Technology, USA, Mexico

Semelab Limited

AB Mikroelektronik GmbH, Austria
Welwyn Components Limited

AB Connectors Limited

AB Interconnect, Inc, USA

New Chapet Electronics Limited

Sensors

AB Elektronik GmbH, Germany

AB Elektronik Sachsen GmbH, Germany

A8 Electronic Limited

Padmini TT electronics Private Limited, India {5 1% owned)

Integrated Manufacturing Services

TT electronics integraied manufactunng services Limited

TT electronics integrated manufactunng systems Limited

TT electronics Integrated manufacturing services (Suzhou) Co Ltd, China
1T electronics iIntegrated manufaciunng services, Inc, USA

Bl Technologies, Malaysia

Secure Power
Ottomotores SA de CV, Mexico
Dale Power Solutions pl¢

number

2008
£million

44
06
25
75

2008
fmillon

17

Group accounts Governance Busmess review Overview

Company accounts
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COMPANY ACCOUNTS

Notes to the Company
financial statements ontinued)

14 Principal operating subsidiaries (continued)

General industrial

AEl Compounds Limited

WT Henley Limited

ABtest Limited

BAS Components Lirmited

MMG Magdev Limited

Wire Systems Technology (Pty) Ltd, South Africa
MMG Indiz {Pnivate) Limited, India

Companies are located and incorporated in the UK except where indicated
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Historical record

Accounting year

Revenue

Operating profit

Profit before taxation
Earnings

Earnings per Ordinary share
Ordinary dividend

Ordinary dividend per share
Average Ordinary shares in 1ssue
Net debt

Shareholders’ funds

Notes

(1} Results have been adjusted where appreprate to exclude discontinued operations

() Operating profit, profit before taxation earnings and eamings per share are stated as being before impairment provisions, goodwill amortisation and exceptional items where
appropriate for the applicable accounting standards ruling at that time

(£rmithon)
(Emillion)
(Emulion)
(£mullion)
()]
(Emillion)
(P
{million)
{(Emillion)
{Ermulhion)

2009
4996
6.5
0.8
20
(1.3)

1550
569
1558

2008
5843
270
211
143
92
57
369
1550
132
2129

5449
377
333
240
155
156

1605

1549
750

1823

2006
5394
362
312
218
141
156
1005
1548
7a
1570

2005
5038
299
245
164
106
156
1005
1548
471
1517

Overview

Business review

Governance

Group accounts

Company accounts
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Shareholder information |

Annual General Meeting ‘
The Annual General Meeting will be held on 12 May 2010 at 11 30 am at the offices of KBC Peel Hunt Ltd, 111 Cld Broad Street, London EC2N 1PH

Results
Announcement of 2010 half year results -~ late August 2010

Prelimmary announcement of 2010 results — late March 2011
Annual report 2010 - to be posted mid Apnt 2017

Dividends
For the year ending 31 December 2009, the Board has not recommended a final dvidend (2008 nil} No intenim dividend was paid duning the year
(2008 369p)

Multiple accounts on the shareholder register

If you have received two or more coples of this document, this means that there 1s more than one account in your name on the shareholder
register This may be caused by either your name or address appearing on each account in a sightly different way For security reasons, the
Registrars will not amalgamate the accounts without your written consent, so if you would like any multiple accounts combined 1nto one
account, please write to Equiniti Limited at the address given below

Share dealing services
Shareview Dealing 1s a telephone and internet service provided by Equiniti and provides a simple and convenient way of buying and selling
TT electronics plc shares

L.og on 10 www shareview co uk/dealing or call 0845 603 7037 between 8 30am and 4 30pm, Monday to Friday, for more information about this
service and for details of the rates and charges

A weekly postal dealing service 1s also available and a form together with terms and conditions can be obtained by calling 0871 384 2248*
Commission is 1 per cent with a minimum of £10

ShareGift

Share(uift 1s a chanty share donaucn scheme for sharehaolders, administered by The Orr Mackintosh Foundation It 1s especially for those who may
wish to dispose of a small parcel of shares whose value makes it uneconomical to sell on a commission basis Further information ¢an be obtained
at www sharegift org or from Equinity

Shareholder enqurries
Equimi maintain the register of members of the Company If you have any guenes concerning your shareholding, or if any of your details change,
please contact the Registrars

Equinii Limited
Aspect House
Spencer Road
Lancing

West Sussex
BN99 6DA

Telephone 0871 384 2396*
Fax 0871 384 2100*
Texiphone for shareholders with hearing difficulties 0871 384 2255*

Equinit also offer a range of sharehclder information on-line at www shareview co uk.
* Calls 1o this number are charged at 8p per minute from a BT landline Other telephony p ovide costs may vary

Website
Information on the Group's financial performance, activities and share price 1s available at www ttelectronics com
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