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About

We design and build actuators Actuators are used In
many applications all over the world and are an important
part of the control equipment that keeps liquids and gases

flowing across the industrial landscape

In our daily lives, when we turn on a tap for a drink of
water, switch on the lights, boil a kettle or put fuel in the
car, an actuator will have been used somewhere In the
process of delivering that service We are the only UK
listed company with a global presence that 1s dedicated
to this and nothing else.

Controls

Rotark Controls 1s

Rotork’s electns valve
actuator division, offering
an electrical sclution 1@
industrial valve control

and actuation applications
of virtually any size,
description and complexity

ROTORK PL C.

Rotork Management Board

Fiuid Systems

Rotork Fluid Systems Is
dedicated to the design,
manufacture, sale and
support of powerful and
dependable fluid power
valve actuators on a global
scale

Site Services
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Gears

Rotork Gears offers an
unnvalled service for valve
gearboxes and accessones,
completing Rotork’s status
as the ‘one-stop-shop’ for
valve actuation and control
equipment for apphcations
of all sizes and complexity
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Group Highlights

Financial highhights

Revenue (Em)
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Operational highlights

02

Strong growth n Rotork Controls
Acquisition of Flow-Quip
Opening of new Indian factory in
Bangalore
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New Middle East office established

Disciplined management with focused

investment

Improved working capital management
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Divisional Highlights

Operating divisions

Controls

Financial Performance

'J‘1 1 -20/0 Revenue

+26-40/ 0  Operating profit

Operating margin 31 9% up from 28 1% in 2008

Fluid Systems

Financial Performance

+1 2-60/ 0  Revenue
+1 7 180/ 0 Operating profit

Operating margin 14 3% up from 13 6% n 2008

Gears

Financial Performance
Revenue
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Group Revenue*

625% Controls

274% Fluid Systems

101% Gears

Dwisional revenue as a

percentage of Group gross ravenud
befors inter segmental etimination




Global Opportunities

rotore is the only UK listed company committed to developing, selling and
supporting the best valve actuators to rapidly growing markets across the globe
Rotork currently has approximately 1800 employees in 29 countries

Key

—» Assembly Plant
—= Customer Service Centre

North Amernica and Canada

We have three assembly
plants in the US and eight
distnbution and marksting
locations in this large,
complex and sophisticated
market Our busmess here
supports the Group’s three
main sectors of water, oil &
gas, and power

Global revenue (Em}

South Amenca

Subsidiary offices in Brazil
and Venezuela and a strong
network of agents across
the whele of South Amenca
provides us with total
coverage of this huge and
vaned market Industnal
growth and 1ssues of water
scarcity are driving market
growth in the power and
water sectors whilst recent
offshore discovenes provide
future business potential for
all divisions

Amencas Europe ROW Total
Reverue 2009 98.4 1 46.4 1 08.7 353-5
Revenue 2008 84 0 146 0 90.2 320.2
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UK

Europe

Middle East

We continue to maintain and
defend our strong position
in the water and waste
water industry and oil and
patrochermical industries
We are actively working on
the future of the new nuclear
programme

Africa

Rotork has a well established presence in Europe with eight
assembly locations across the region, supported by six direct
customer support centres Europe continues to have a strong
valvemaker base with a powerful engineening and production
herntage that 1s integral to the major infrastructure development
projects that are active across the world

Asia

Ot & gas revenue has dnven
hugh levels of investment
Our offices and service
centres In the region make
us well placed to provide
comprehensive support to
local customers

Austrahia

This 1s a diverse market with
some significant project
development programmes
Investment in the power
industry as wellasin ol &
gas Is supported through our
direct presence, local agents
and distnbutors as well as
regicnatly from our European
praduction units

Rotork has traditionally been strang throughout Asia and now
counts mantand China as the biggest market for Rotork electric
valve actuators We are making progress in bnnging these and the
Rotork Gears products into the wider and more pnce competitive
areas of infrastructure development in thus important market

India 1s core to Rotork’s strategy and this has been underlined

by the opening of the new factory in Bangalore This and further
development of our sales and service networks strengthens our
position to take advantage of the forecast growth in this region
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Austraha 1s supported by
three customer support
centres, one specifically
dedicated to the Fluid
Systems products, and

one to the Rotork Controls
products Australa has a
well developed hydrocarbons
market, a strong power
industry and complex water
and irngation systems across
its landmass




Chairman’s Statement

2009 saw Rotork achieve further significant revenue and profit growth - despite
a subdued trading envircnment in a number of our markets General market
conditions are showing signs of improvement with increasing project actwity and
encouraging levels of quotations We serve long term growth industnes, and are
targeting the Group wide opportunities that these present We have continued to
invest in our production faciities and preduct development programmes and are
therefore well positioned to capitalise internationally on the improving market
condstions through the delivery of tugh quality competitively presented products

and services

Roger Lockwood Chairman
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Financial Highlights

For the year, revenue at £353 5m was up
10 4% on the pror year and profit before
tax increased by 20 0% to £90 9m We
improved Group operating margin from
23 4% to 25 9%, and closed the year
with strong cash balances and a good
order book

Currency has certainly been a positive
nfluence in the year, both in terms of
our competitive position internationally
and in the transiation of results of our
intarnational businesses atthough the
volatihty that we saw In the first half
settled later In the year At constant
currancy the increase 1n profit before
tax was 5 1% on revenue that was up
less than 1%
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Additional Divdend

An additional dividend of 11 5p will be paid in July 2010
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Pwisional Highlights

Rotork Controls, our largest division
accounting for 64 3% of Group revenue,
15 the market leader in electnic valve
actuation Sales revenues grew in the

year by 11 2% to £227 3m and operating
profit increased by 26 4% to £726 m
While there have been project delays in a
number of sectors and markets, the lavel
of project activity and quotations made,
show that the medium term dermand for .
our products remains strong acress all
sectors and geographies that we support
We continue to reinforce cur position as
market leader

Rotork Fluid Systems (‘RFS’) has

been the division most impacted by

delays in activity with around 95% of

its business exposed to the oil & gas |
sector Nevertheless revenue grew by |
12 6% and operating profit by 17 8%, |
and improved operating margin to 14 3% ‘
(2008 13 6%) We are now starting to see

operational gains from tha restructuning

of some of our production facilihes and

this should benefit the current year We

believe that we have grown our market

share substantially over the last few

years and have brought innovation and

technology to a relatively conservative

market and product ine The acquisition

of Flow-Quip in November 1s a positive

step for us, giving access to improved

product application offerings in some new

geographic markets, and we expect to

see the benefit of this in 2010

Rotork Gears performed well in a difficuit
market although revenue at £36 8m
showed no Increase over the prior year
and operating profit shpped back Higher
costs of matenal were expensnced during
the year and this is taking some time to

be resolved However, opportunities for
growth continue to be good and our strong
positton with international valvemakers,
supported by our wide product range and
technical excellence, give us confidence
for the coming year Our new facility

In Indta will begin production in the
second quarter and this 1s an important
development for us in what 1s an important
market thatis increasingly difficult to
access through imports




Cash

Cash generation in the year has again
been strong with year end net cash
balances increasing to £78 7m which
represented cash conversion of 117 1%
of profit in terms of our key performance
indicator, see page 20 Working capital
management has been helped by cur
inventory reduction programme and
good receivables management The cash
balance was of course after the purchase
of Flow-Quip in Novernber which was
settled for £4 9m

Dividend

The Board ts recommending a final
dividend of 17 25p, which together

with the interim dividend paid in May
represents an increase of 9 2% over the
2008 equivalent This will be payable on
7 May to shareholders on the register on
9 Aprit 2010 In addition the Directors are
intending paying a special dividend of

11 5p per share on 23 July to shareholders
on the register on 25 June 2010 This
represants a further cash distnbution

of £10 Om

Carporate governance

Our staksholders nghtly expect us to act
in a fair and respensible manner both
inside and outside our companies, and
our commitment to high standards of
conduct and performance across our
businesses 1s as strong as ever We keep
Corporate and Social Responsibility
(‘CSR'} 1issues high on the agenda at
management meetings and have an
ongoing process of refreshing all of our
policies and proceduras In these areas
This 15 dealt with comprehensively in

the business review under Corporate
Governance

Board Changes

Bob Slater joned Rotork in 1889 and

has served as Group Finance Director
for the last 12 years Having aided the
recent successful CEQ transition Bob
has expressed his wish to retire and
consequently will be leaving at the end
of March On behalf of the Board | would
like to thank Bob for his contnbution over
many years to the Group’s success and
wish htm well for the future

Bob will be succeeded by Jonathan Dawis
who we welcome to the Board Jonathan
has gained considerable expenence of
the business initially as Group Financial
Controller and currently as Finance
Director of Ratork Controls

Alex Walker has been a non-executive
director since 2001 and for the last few
years has chared the Remuneration
Commuittee Hawing now completed nine
years on the Board Alex will retire at the
forthcoming AGM He leaves with our
best wishes and appreciation of his
valued advice and support

Outlook

Hotork benefits from a focused long term

strategy Our breadth of product offering,
strong balance sheet and international
presence provide us with a solid platform
for growth

Although market conditions remain
unsettled we continue to benefit from
tnvestment in product development, new
facilities, expanded service capabilities
and improved market penetration

Quotation activity and the number

of projects on our internal tracking
system remain at high leveis and whilst
uncertainty remains on the timing

of projects, we anticipate continuad
improvement In infrastructure and
energy related markets

The board expects to continue to make
progress in 2010

Roger Lockwood
Charman
1 March 2010
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We serve long term
growth industries, and
are targeting the Group
wide opportunities that
these present.
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BUSineSS ReV|eW by Peter France

Rotork 1s an international business with operations which span the globe We supply
actuators, systems and associated products wherever there 1s a need to control the
flow of iquids or gases through pipes or channels, as well as into other specialist
applicattons The end-user industries that we support are diverse and while we
broadly categanse them into the general headings of Ol & Gas, Water and Power,
this does not totally define the very wide range of engineenng applications for our
products Rotork actuators are used in chemical, energy & power, food, transport
and many other industnies across the world and can be broadly classed as being
related to infrastructure development and management

1 Rotork Thaland's Site Services team
installing a RFS Gas/Cil actuator
on a natural gas pipehne

2 1Q Inteligent actuator gearbox
combination installed on a new activated
sludge plant, improving final effluent
quality for return to nver in ine with the
European Fresh Water Fish Directive

Wae have a direct presence in 28
countries, with 15 manufactunng plants,
96 direct service and marketing outlats,
and around 1800 staff In addition to
these facilities we have over 300 sales
outlets in a further 59 countnes where we
operate through agents and distributors
This network enables Rotork to give direct
local support to customers across the
world and 15 an important facet of our
approach to our markets

As our operations have grown, both
organically and by acquisition, so

has the range of products within the
Group's portfolio With the addition of
new locations this has enabled Rotork
to supply into increasingly diverse
applications, industres and geographies

Year under review
During the past year we have sesn_
disruption in many of our markets as
companies and governments have
adopted strategies to deal with the
financial 1ssues left by the financial crisis
As the year unfolded we saw mitiatives

In many geographical areas being taken
to address this in the form of stimulus
packages For Rotork, the first quarter
was buoyant with order intake ahead of
the prior year, but by the half year we
saw some slowing, influenced by project
delays and funding 1ssues in a number of
areas Order intake continued to be slow
through the second half, falling to reflect
the buoyant project activity and good
lavel of sales quotations that we had seen
in the vanous businesses By the year end
we started to see improved optimism in
many areas and indications of projects
being released into hve status
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Overalt, order intake was £326 3m, down
approximately 5% on the 2008 figure A
number of our businesses reported order
intake higher than the prior year, including
Ibena (up 20%), Russia (up 35%) and
Malaysia (up 25%) Asta generally was the
least affected with all but one company
showing order intake growth in the year

Shiprments were strong and at £353 5m,
Group revenue was up 10 4% on the pnor
year and with operating margin increasing
In the year by 2 § points Profit before tax
was up 20 0% to £90 9m, a new record
level The closing order book was lower
than at the start of the year (which itself
had been heavily flattered by currency)
but at £12% 1m 1t represents a strong
position going into 2010 These figures
include the acquisition of Flow-Quip made
in November, although its contnbution to
the year was modest

We continue to see medium and long term
growth opporturities in all of the markets
that we serve and our margin resiience
reflects our competitive position in many
of these markets Our strengths continue
to be in product design, approach to
market and above all close contact

with and support of our customers
everywhere Our growing site service
operations are particularly important to
us, not only in growng our direct income
streams, but also 1n maintaining close
customer contact enabling us to also
influence future INvestment decisions
Our site service businesses continue to
be deeply mbedded within our divisional
businesses and we therefore report on
them within the contaxt of each division’s
perfermance

Rotork Controls

This ts our largest division accounting for
64 3% of sales revenue It reperted sales
of £227 3mn the year, up 11 2% on the
prior year Order intake was 17% down
on the prior year figure, and at the end of
tha year Controls made up nearly 66% of
our order boock Both project activity and
the level of sales quotations was good

In 2009 and many of the projects that

we are working on with our customers
already have engineering clearance and
operational support, and where there



have been holdups, this has in most
cases been due to 1ssues relating to
the release of funding

Durng the year we have invested in our
UK, India and Russia businesses in terms
of facilities, systems and people We are
continuing to Invest and ensure that we
create further capacity to support our
markets in the future The site services
business in Controls has conttnued te
prosper and we see this as an important
part of our business going forward
enabling deeper partnerships with
customers to give them greater on site
technical support and visibility of

the performance of therr processes

This is a business that 1s well established
in most of its ndustnal markets The
operating margin of the business
continues to improve due to operational
geanng as our throughput increases,
product mix and attention to cost control

Rotork Fluid Systems

Supplying pneumatic and hydrauke
actuators and systems, Rotork Flud
Systems (‘RFS’} has been our fastest
growing division in recent years In the
year under review we grew sales revenue
by 12 6% to £99 7m Over the last three
years RFS’ revenue has grown from

£40 5m to £99 7m, an increase of 146%
Thus has been achieved In a growing
market, but we have undoubtedly made
great progress in bullding the business
through market share gains due to

our customer-oriented approach and
increased vanety of product offening
through organic product development,
and latterly by acquisition

The business Is largely amed at
supporting the oil & gas market, which
has been the most impactead by project
delays in 2008 Qur order intake into this
division was down 11 9% over the prior
year and while there are a number of large
projects availlable to us, the delays here
were worse than in the other parts of the
Group We have been able to maintain
margins during this penod and have
improved our engineenng and production
processes at the major plants in ltaly and
Germany, and are able to demonstrate

to customers that we have market
leading technology, and the capability
and capacity to handle even the largest
projects in the industry

The site services business within RFS

1s now ganing critical mass and we are
succeassfully weaving this Inte our core
product offerings to our customers
internationally Despite the recent slowing
of order Intake, we have a high degree

of confidence in this business and the
oppoertunities for us in the medum term

Rotork Gears

Rotork Gears is a supplier of _géarboxes,— o
adaptors and ancillanes for the valve
industry worldwide and 1s now the world
leader in terms of product portfolio and
geographic reach across marny industnal
sectors The division is often a scle onginal
equipment supplier to major industnal
groups It has created close partnenng
arrangements with customers and

provides a high quality Onginal Equipment
Manufacturer ('OEM') senice, giving the
customer base real product improvements
and cost savings in a long term relationship
We saw softeruing in valvemaker activity
across the world dunng the year, and
addihicnally the division was negatively
impacted by the strengthening of the
Chinese currency which affected matenal
costs As a result operating margin fell by 16
points to 21 8% on sales revenus of £36 8m
Gomng forward, we are very posttive about
our new production facility in India where we
sea good growth prospects and producton
costs which will support our margin in 2010

Rotork Site Services
Rotork Site Services operatesiﬁraugh
each of the three divisions with dedicated
teams prowviding on site and workshop
support to our customers for the
complete range of products including
essential repair, maintenance, factory fit
and outsource maintenance programmes
tallored to the customer’s requirements
This busmess s an important feature in
our strategy going forward and we can
demonstrate that we are able to genuinely
support customers across the range

of products and the applications that
they cover We are continually making
improvements and structural changes
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Controls
» Strong growth in core
business

» Positive material cost
management

» New Indian factory in
Bangalore

Fluid Systems

> Improved operating margins

> Successful product
development

> Acquisthion of Flow-Quip
for£4 9m

Mmajroy sseujsng

Gears

» Improved profitability of
Chinese plant

> Margin pressure

» Strengthen R&D team,
infroduction of 5 new
products



Business Review continued

1 250 1Q Inteligent actuators with Profibus
installed at a major new waste water
treatment plant as part of a scherme
to significantly improve water quality
returned to the local nver

2 Some of the 350 IQT actuators installed
in a membrane fittration plant, producing
discharge to the sea, cleaner than the
seawater 1tself

in this business 1o better enable 1t to
respond to our customers’ increasing
demands for an outsourcing business
model in the fields of site service and
plant repair and maintenance

Strategy ~

Rotork focuses on valve actuation and
associated activities, principally wherever
there 1s a need to control the movement of
fluds or gases As world market leader our
aim is to provide ligh quality, technically
advanced, innovative products and services
that support our customers’ activities
around the world through our extensive
and continually expanding network of
offices and manufacturning plants

We develop and train our people to deliver
our strategy and satisfy our customers’
requirements while mamntaining igh
ethical and safety standards across

the Group and acting as a responsible
international corporate entity

10

Within the Group strategy the following

key objectives have been 1dentified for our

business in 2010

1 Sales growth - to continue efforts
to ensure that all divisions and
subsidiaries sell actively and grow
market share

2  New products — increased investment
in product developmant

3 Acquisitions — execute acquisition of
dentified suitable targets

4 Health & safety — continus to drive
improvements in safety performance
Group wide

S Matenal cost reduction — leverage
global supply chain

6 Development of Rotork Site Services
{'RSS’) - continue progress with RSS
offering worldwide and further develop
our site service capability under a
racognisable global brand

7 IT - mplement a management system
for subsidiary sales & service offices

8 Nuclear — expand resource and
product portfolio

9 People development - identify and
develop key talent

10 Processes and ethics — continug to
embed a high performance culture
including delivery of our Corporate
Social Responsibility agenda

We operate an asset-ight business
model which 1s hughly cash generative
We will also seek to deliver quality
margins, consistent year on year growth
in revenue, profit and core dividends
through organic growth and acquisthions

R&D

Investment in our product portfolio1s
an important part of Rotork’s success,
and a major differentiating factor in our
competitive landscape Each of the three
divisions has an active programme of
research and development aimed at
refiring the product offenng, widening
1ts market appeal across sectors, and
bringing technical developments into the
product range where they would provide
value for our customers

The year saw the inihal launch of the
Contro! Vaive Actuator ("CVA’) which has
achieved accolades in many quarters
including receiving a flow control
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innovatton award from an influential

US magazine The range 1s not yet fully
developed and remains an active part

of our development programme intc
2010 Dunng 2009 we also widened our
network offering to include the HART
protocol which has becoms the de-facto
standard in the process control industry
and have continued our development of
a wireless interface to complement our
propnetary Pakscan system A second
wireless tnal site, located in the US, has
also been nstalled and a product launch
15 anticipated dunng the coming year

We have continued to increase our
development resources within the Bath
faciity where we are focussing on
developing technology for future generation
electric products whilst working with our
nternational supply chain to advance our
current products from both a cost and
features perspective

This has been an important year within
the Fluid Systems diviston where a
Technical Director has been appointed
to provide focus for the successful and
growing range of current and planned
product developments A product and
technology roadmap i1s being put in place
to ensure alonger term focus on both
existing products within the portfclio and
new products RFS has also supphed
the largest sub-sea rack and pinicn
actuator ever built at the Lucca factory
Measuring over two metres high and
five metres in length, the single-acting
spring-return actuator 1s designed to
operate a 24 inch, ANSI class 900 sub-
sea safety isolation ball valve (*SSIV’)
for the Tuna Gas Gathenng Project,

off tha coast of Egypt This projectis a
continuation of the work with the Gears
division and the hydraulically cperated
package incorporates a special gearbox
and de-clutch systern which enables
the actuator’s output drive to the valve
to be automatically disconnected and
reconnected when maintenance 1s
required

Following the acquisition in 2008 of the
Smart Valve Monitor (*SVM') product
consolidation has been completed and
we now look towards buillding the brand



and additional sales Further significant
developments for the SVM range are now
ptanned

The product offering of the Gears

dwision has also been extended with

the development of gearboxes for the
Amencan water industry This project was
completed during 2009 and the product
range 1s now In production A complete
range of quarter-turn gearboxes has

also been designed for bullding fire-
protection systems and these are now at
the product testing and approval stage
Other gearbox ranges have also benefited
from continuous improvement and design
opbmisation programmes

Quality

Commitment to product excellence and
custorner satisfaction 1s fundamental to
Rotork and we ensure that it 1s embedded
into our business processeas across design,
vendor assurance and production Rotork
manufacturing sites are required to be
registered to the international Quality
Management Systern Standard 1S90
and also adopt Rotork systems and working
practices that are proven and used across
the Group This process I1s planned and
managed from the main production site
and Group headquarters in Bath

Our research and development function
has a rebust design review process for
all new products which ensures that our
quality ethos 1s built in at our own and our
suppliers’ faciities Qur business model
reguires exact control of cur component
procurement processes and through our
gicbal supply chains we have created a
mutually supportive network of Rotork
suppher quality assurance ('SQA’) and
procurement teams to ensure that our
requirements are achieved

Ourpeople
Rotork stnves to maintain good
relationships with all employees through
regular brniefings, open communications
and Chief Executive newsletters and
bnefings to all staff internationally

Dunng the year we undertock our second
employee satisfaction survey, which was
improved aftar the feedback from the

first survey In 2008 Wa were pleased
with the level of response and the level

of involvement and reward that people
generally felt from being a part of the
business The results again showed a
good relationship between Rotork and its
employees and there are a small number
of tasks which we are following up on

We believe that our reward system 1s
appropriate and farr, and employees in
the UK and many overseas subsidianes
enjoy participation in long-standing
Rotork profit shanng and share
schemes At the Bath plant, an Employee
Committee sits regularly to discuss staff
1ssues and suggests improvements in
working conditions and practices with
all 1issues being reviewsd by directors
and acted on as appropnate

An Equal Opportunities policy 1s applied
throughout the Group and in almost

all cases, it 1s nationals from countrias
in which the Company operates who
manage those companies locally
Financial support for training and
learning programmes directly related to
employees’ working roles are provided
We have permanent full ime training
officers in many of our faciities who co-
ordinate product training for employees
and customers Our commitment to
staff development over the long term

1s evidenced by inttiatives on four

year apprenticeship programmes,

our extended graduate recruitment
programme and other training inmittatives
across the group

Corporate Social Responsibility

At Rotork we take seﬁ)us!y our
responsibiities to our employees,
customers, vendors and the wider
community | address this in part in

my strategy statement (above and also
on our website at www rotork com )

We adopt an ethical approach to all
areas of our business and we strive to
be responsible in our dealings with our
own people and third parties across the
globe More information on environmentat
matters, health and safety, the Group's
employees and social and commumnity
1ssues can be found on pages 24 to 28
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1 RFS GP actuators installed on a manne
jetty importing LNG, Chile

2 Rotork site services inspecting
1} actuators instatled as part of a
recent upgrade to a Power station
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Business Review continued

Peter France MD Rotork Controls

Contro

2009 has been another record year in the
electric actuator division with excellent
performanceas in all terntones and across
mast of the sectors that we serve The
Process Control business saw both order
intake and sales revenue at lower than
2008 levels, but the core electnc actuator
business had a strong performance in
revenue and profit with margins again
improving over the pnor year Wa have
seen strong project activity in all our
trachitional markets, ol & gas, power, watar
and waste water although converting this

Revenue

+11.2%

£227.3m (2008 £204 5m)

Operating Profit

+26.4%

£72.6m (2008 £57.5m)
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into orders has been difficult at times
This project activity has been supported
by an increased level of sales order
quotations across the division which ~
with feedback from customers generally,
gives us encouragement that what we
have seen are delays that will be resolved
and that order intake will follow quotations
that we are seeing We are increasing

our focus in saeveral market related areas
including preduction in India, product for
nuclear and ship board applications, and
sactor specific product for Asia, all areas
where we see opportunities for us in the
next few years

Durning the year revenue increased by
11 2% to £227 3m with second half
output being down 2 9% on the first
half Operating profit rose by 26 4% to
£72 6m and the second half
was up 5 0% Restated at
2008 exchange rates operating
profit would have increased by
11 3% for the year and 27 4%
on the first half Currency
overall has been a positive for
the division and a weakening of sterling
agamnst the euro and the US dollar has
made our products generally more
attractive against those of our European
and US competitors Order intake was
slightly down {by 1 7%) on the prior
year, and this, coupled with a currency
movement since last year end meant that
the closing order book for the division was
down 14 9% year on year Predominantly
this order book will ship in 2010

We saw good performances from the
Americas, and across Asia with China
continuing to post strong double digit
revenue and profit growth Europe

was generally flat although we had

an excellent performance from our
businesses in Spain and Portugal The
impact of stimulus packages was seen

in a number of locations in the area of
water, waste water and powaer, although
ol & gas was selectively strong also We
are making good progress in the Chinese
water markets where we have strategically
aimed both product development and
marketing resource The Middle East
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continues to be busy and we are now
increasing our direct customer facing
presence there to support strong project
activity across the region

Europe saw oll & gas companies
continuing to invest, although there

1s no doubt that 1t has becoms more
difficult to predict the timing of order
placement hare The power sector
remains active and we are enhancing

our praduct offering to take advantage

of capital investment in the coming few
years In Ibena, where we provide strong
customer support at all levels across
projects through our Rotork Site Services
offenng, we have had good growth in

the year and see this continuing Our site
service businesses are making an impact
across our regions and we see this as an
important area of growth going forward

In Russia we have a growing direct
presence and we have seen positive
signs from across market sectors

North America has seen a strong
improvement over last year in
revenus (up 13%) and profit (up
over 30%) and actiwity levels
remain strong

There has been some slowing
n South America regionally
although our companies in
both Venezuela and Brazil
improved therr performance
over the prior year and

are reporting increased
investment in oll & gas
infrastructure projects




Business Opportunities

> Nuclear

» Brazil, Russia, India, China and the
Middle East

» Continued nvestment in new products
and markets

» Rotork Process Controls including CVA
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We have seen strong
project activity in all our
traditional markets.

In this picture
Lee Jones Service Engineer
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Business Review continued

A key strategy has been
to support customers
locally in their markets.

In this picture
Shane Hunter Apprentice

14

Business Opportunities

>
>

vvyYyy

Transmission and Distribution

Increased investment by National

01l Companies

Expected increase in Upstream capex
New products and broader market focus
Nuclear

Safety and information diagnostics
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The RFS focus on upstream oil &
gas markets and projects has been
responsible for the strong growth in
the division over the last few years
and our products have been onented
toward this market It has been a
divisional strategy to mamntaina
high presence in upstream whilst
developing products for the
downstream ol & gas markst
where there has been significant
investment in recent years
The strategy has been
successful for the division in
that it provided opportunity
for growth in new markets
and targeted geographic
areas whilst reducing
the overall dependency
on one market sector
Products such as gas-
over-oll and high-pressure
gas actuators have allowed the
division to participate in downstream
areas such as LNG, gas transmission
and compressor staton pipeline projects
Along with the development of these
products and relevant industry approvals,
acquisitions have added to the product
portfoho praviding growth and increasing

the markets the division can participate in,

such as petrochemical and pulp & paper

During 2009 we saw a reduction in global
oil & gas nvestment, both upstream

and downstream, with financial and
investment constraints in many countries
This had an effect on project achvity
generally and whilst enquiry levels
remained high, decisions on project
awards were protracted, and the size of
the projects were smalier than had been
seen In previous years All of this had an
impact on the order intake across the
division

Overall, we feel that the divisional input
performance, although down by 11 8% n
value agamnst a record and market peak in
2008, represents a solid result in current
market conditions The breadth of our
product range and reduced dependency
on one market allowed us to receive

more orders m number than in 2008,

albert for smaller values Our approach
to the markets we serve having sales
offices supporting local customers was
a significant part of the success and this
will position us well in the future

Sales revenue was strong 1n the year and
at £997m it was up 12 6% on the pnor
year and establishes a new record for the
division The Lucca plant had a difficult
year as it dealt with the refocation and
restructuring 1ssues begun n 2008, which
are now behind us However we saw
good growth in the UK, the US, Canada
and Spain, and the Melle {(Germany)
producthion faciity had a strong trading
performance Profitability improved in
most of our companies, and margin
overall increased to 14 3% from 13 6%

Fluid S

A key strategy has been to support
customers locally in their markets, and
our Sales, Rotork Site Services and
support systermns are focussed on this

Ol & gas sector actimity remains strong
at engineering design level and we are
canfident of some large projects being
released during 2010 The Middle East
remained our largest end destination
market, but we also had increased
success in China, and refurbishment
projects and pipeline construction work in
Russia In North Amernica the gas pipeline
industry saw expansion in LNG termunals
inserting imported LNG into the existing
pipeline system In the US overall we

had real success with Amencan CEMs
providing equipment domestically and
internationally the Rochester operation
doubled its output over 2007

In November we completed the acquisition
of Flow-Quip, a producer and distnbutor of
pneumatic actuators and valves focussed
on the US and South Amencan markets
While its current year contribution to the
division was modest, its medium and long
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Alex Busby MD Rotork Flurd Systems

term significance to us in these markets
1s important in delivenng our strategy in
the Amencas, from both a product and
a geographical perspective

Product development continues to be
a major focus and the appointment of

a Technical Director for the division has
been an mportant step in both this and
the ongoing advancement and co-
crdination of what 1s now a wide range
of international products A common

stems

approach to technical 1Ssues across
the range and the development of an
RFS ‘look and feel’ will benefit from this
strengthening of the team

Revenue

+12.6%

£09.7m (2008 £88 6m)

Operating Profit

+17.8%

£14.2m (2008 £12 1m}
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Business Review continued

Dawvid Littlejohns MD Rotork Gears
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Revenue

+0.1%

£36.8m (2008 £36 8m)

Operating Profit

-6.9%

£8.0m (2008 £8 6m)

Rotork Gears manufacture gearboxes
for both manual and automated duty at
therr plants in the UK, the Netherlands,
ltaly and China, and are now the largest
supplier of products of this type globally
The products can be broadly split into
three areas, gearboxes for motonsed
operation, which are fitted to an actuater
to iImprove mechanical advantage,
gearboxes for manual operation used
by global valve OEM customers to allow
manual operation of their valves and
gearboxes for specialist sub-sea and
large pipeline applications The Division’s
sales success I1s based on securing and
retaining large key valve maker accounts
and we have recently been able to attract
new customers - often in new markets
- who we expect to work with beyond
the current year
Partnenng with
customers over

thelongterm s a
fundarmental part
of the business

model in Rotork

Gears, and
success in bringing new customers into
our portfolio has a long term impact
A key area of growth for the division 1s
based on increased sales in new and
emerging markets, and while growth of
the division has so far been based on
traditional European and US markets, in
the last few years we have seen increased
sales and marketing activity in China and
more recently, Inda, Japan and Russia

The wider market conditions facing our
customers had an impact on us in 2009,
and although sales revenue was flat, our
margins were eroded by cost pressures
in part caused by the strengthening of
the Chinese currency Revenue in the
year was stable but operating profit fell
with the margin reducing from 23 4%

to 21 8% Europe was down with all
countries that we operate in showing
reduced performances compared with
the prior year Asia howaver was the
least affected, and profit here increased
matenally over the comparative The
production faciity in China has made
substantial improvements in the last few
years and we are now widening our

ROTORK PL ¢ Annual Report & Accounts 2009

supplier base there which will give
us greater secunty of supply
alongside cost savings We have
recently begun the process of
establishing production in India,
and early signs are that component
quality 1s good and that the market
18 receptive to our products and
mathodology

We have created an improved research
and development taam which through
2009 made good progress on several
projects that will benefit the division in
2010 This function will receve continued
investment as we focus on our abilty to
introduce new and enhanced products
to support our drive for increased market
share Ournsw web-based quality
systermn allows unification of the systems
previcusly used acress the world and 1s
showing results tn our constant drive for
improvements in quality, consistency and
rehability

Wa expect to see increased demand for
our specifiable sub-sea and large Ya-turn
products that are often designed to
customers' exacting specifications, and
supplhed from the ltalian manufacturing
plant The Indian project provides both
sales and supply chain opportunities
with India representing a growth market
that contains 2 number of igh quality
OEM valvemakers who are competing
successfully on international projects and
who are keen to partner with a quality
gearbox manufacturer that 1s capable of
providing them with international support

in the coming year we intend to broaden
our customer base by continuing our
sales and marketing imbiativas i countnes
like Chuna, India, Russia and Japan

as well as continued efforts to secure
new customers in our traditional streng
European and US markets This will be
supported by an expanded product
offering and operational inihatives that
will ensure that we continue to offer

our customers the best solution to therr
needs providing high quality products
and servica at a competitive price




Business Opportunities

>
>
>

v

Russia, India and China

Amenca Water Works Association market
European and USA Fire Safety FM/UL
market (Fireball)

Safety override market

Trend for larger gearboxes

Acquisition(s}
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A key area of growth for
the division is based on
increased sales in new
and emerging markets.

{n this picture
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Financial Review

In the year under review, the Group has shown record performance tn terms of
revenue, profit and earnings per share growth, while delivenng good conversion
of profit into cash This has been achieved white improving net operating margin
Worlang capital management has been good with improvements in most areas

Bob Slater Finance Direcior

Key exchange rate tnformation

The international spread of the business
makes currency movement a risk to our
performance, particularly in periods of
highly volatile exchange rates as we have
seen In the last couple of years The first
half of the year saw sterling continue the
fall that had started in 2008, although this
did stabiltse 1n the second half QOverall
currency was a posttive influence on

us 1n the period and had the effsct of
converting a year of steady profit growth
into good double digit improvement

The exchange rates applicable to us in
terms of weighted average rate (Income
Statement) and year end rate (Balance
Sheet) are shown in the table below The
current spot rates suggest that currency
may have a small positive impact in 2010

Turnover as reported was up 10 4% At
constant currency, and with the impact
of the acquisition removed, turnover
would have shown no growth cver the
prior year Profit before tax as reported
was up 20 0%, and this would have been
5 1% at constant currency and without
the acquisition included Return on sales
was 25 7%, an improvement of 2 0 points
over the 2008 figure of 23 7% The impact
of currency however goes beyond the
transacticn and translation numbers
reported here, with Rotork currently

very competitively placed internationally
against manufacturers overseas

The table on page 19 shows the impact
of currency {transaction and translation}
on the key statutory headings

Year end exchange rate
used to roetranslate
the Balance Sheet

Weighted average rate
used m the Income Statement
2009 2008
US dollar 154 181
Euro 1.13 145

2007 2009 2008 2007
20 161 144 199
145 113 103 1386

18
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We have had a programme of inventory
reduction across our businesses through
the year and this has successfully impacted
the carrying value of stock in working
capital Targeted receivables reduchons
also enabled us to iImprove cash generation
with debior days at the year end showing
60 0 days (2008 64 6} Cash generation

18 an important metnc to Rotork, and our
conversionof profit into cash shows 1171%
(2008 98 %), further details of the KPls are
shown on pages 20 and 21 The KPls cover
arange of measures that we use within the
business and we are increasingly reporting
on non financial areas For example we

are aiming fo target carbon reduction as
part of this process dunng the current

year Rotork's business model 1s generally
asset-light, something which applies to each
of the three dwisions This can be seen in
the Return on Capital Employed KPl which
shows an increase to 90 1% (2008 69 7%)

Acquisition, ntangible assets and
amortisation

On & November we completed the
acquisttion of Flow-Quip for £4 Sm This
business, based in Tulsa Oklahoma, USA,
has a successful range of products aimed
at the flud power market with a good
presence in a number of South Armerican
markets where we have wanted better
coverage Itis a good fit with our RFS
division and the process of integration

1s well advanced

As required under IFRS a review of the
fair value of the assets and liabilities was
undertaken at the date of the acquisition,
and this 1s shown in detail in note 3 to the
accounts As aresult an asset of £21m
for goodwil has been recorded in the
balance sheet, and an acquired intangible
of £1 5m s recorded under intangible
assets Inthe income statement there

Is a charge against profit of £235,000 1n
the year for amortisation of intangibles
relating to thus acquisition  Together with
the amortisation of previously caprtalised
intangibles, the total charge against
income for the year for amortisation of
acquired intangible assets 1s £1 2m In
the full year 2010 this charge i1s hikely to
be broadly similar based on the 2009
balance sheet




Organic business growth

Constant Remove Organic business

2009 Group curmency Group at 2008 Flow-Quip at 2008 2008 Group
£M as raported adjustment exchange rates acquistion exchange rates as reported
Revenue 3535 (31 8) a1y {14) 3203 3202
Cost of sales (187 6) 149 (1727 11 (1716) {176 0)
Gross profit 1659 46 9% (169)| 1490 463% 03) | 1487 464% 1442 450%
Overheads (73 8} 586 {68 2) 01 {68 1} (68 2)
Adjusted operating profit* 921 261% {11 3) 808 251% 02 808 252% 760 237%

*Adjusted operating profit 1s before the amortisation of acquired intangible assets and profit on disposal of property

Cash generation

We have had s;frbng.] c‘agﬁ—ggﬁeratlon
this year due to our record operating
performance, and reduced investment

in working capital The ratio of working
capital to sales revenue, which has
historically been in the range of 24% to
28%, was 21% at the end of the year
reflecting the effort put in to reducing
inventory and receivables across the
Group Major cash outflows in the year
were on dividends £24 1m, taxation

£27 5m and the acquisiion of Flow-Quip
for £4 9m Capital expenditure was £4 2m
slightly ahead of the depreciation charge
of £3 5m The Group closed the year with
cash balances of £78 7/m

Taxation

The headline charge of £26 9m
represented an effective tax rate for

the year of 29 6%, marginally up on the
prior year (2008 29 5%) Dunng the year
we saw the full impact of the UK rate of
corporation tax falling and a positive mix
of profits from lower tax junisdichons This
was offset by profits in China where we
are coming to the end of our tax holiday
availlable for new start-ups there We are
now in a transitional marginal rate phase
and will move to full tax paying status

in Chuna from 2011 The fundamental
principles of the Group’s approach to
taxation are to rmitgate the burden of
taxation where possible, in a responsible
manner while managing our relationships
with tax authonties on the basis of

full disclosure, co-operation and legal
comphance

Treasury

The Group has a Treasury Risk
Management Policy which governs
the activities of both Group Treasury
and subsidiary treasury funchions,
agamnst an agreed fmancial nsk profile

A monthly report on treasury 1Ssues 1S
submitted to the board covenng banking,
money market investments, interest,

and currency hedge management and
exposure All currency transaction
management across the Group 1s
controlled from the centre

The Group uses appropnate financial
nstruments to hedge matenal sales and
purchases, principally forward exchange
contracts and swaps The Group's
objective Is to reduce volatiity to cash
flow, margins and earnings

Dividend

We paid an interim dividend of 11 15p

In September, and the directors are
propesing a final dvidend of 17 26 pence
per share payable in May We also intend
paying an additional dwvidend of 11 5p

In July and taken together this will bring
the total for the year of 39 9p and give
dividend cover of 1 86

Financial Controls and Internal Audit
Rotork has a generally decentralised
management structure delegating day

to day control to the three divisional
businesses However we have
comprehensive control systams in place
and regularly update and communicate
our procedures and systems instructions
across the management teams The
Group has a well developed and
effective internal audit function This
work s performed by key senior finance
statf within the Group, with occasional
assistance from outside audit firms who
are independent of the subsidiary being
audited at the time the work 1s done We
have evolved a common methodology
across the Group with staff trained
specifically for this work Regular updates
of procedures and training are undertaken
in order to keep the audit programme
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current and releévant, and for staff to
undertake continuous development for
the role This methodology provides
feedback through regular reviaws

and altows members of the team to
expenence the control environment in
different business areas which brings
benefits across the divisional companies
The audit programme has built into it
key performance indicators which are
reported on to each Audit Committee
meeting together with summanes of
work performed and 1ssues raised

Retirement benefits

As requrred by IFRS the balance sheet
reflects the net surplus or deficitin
retirement benefit plans taking assets

at therr market value at 31 December
2009 and evaluating habilities at year
end AA corporate bond rates We have
taken action to reduce the Company's
habilities in respect of retirement benefits
by closing the UK scheme to new entrants
In 2002, and in 2009 we closed the US
schemes to new entrants also The
retirement benefit position at the year end
showed the schemes overall only 82%
funded compared with 93% at the pnor
year end While there have undoubtedly
been issues with equity values dunng the
year, the major cause of the ncrease 1S
the reduction in cdiscount rate of nearty
one percentage point in the year The
tnennial valuation of the major scheme,
the UK defined benefit scheme, 1s due
durning 2010 and the trustee and the
Company will at that time address the
timing of cleanng the deficit



Key Performance Indicators

Financial KPls. Growth of the business, market penetration and quality of eamings are cruial target aveas for Rotork and we have a number of measures of

performance used throughout the Rotork organisation aimed at this The KPIs used to monitor the financial performance of the business are set out below

Sales Revenue Growth (%)

40
30

20 1890 1p2
140

2005 2008 2007 2008

Return on Sales (%)

30

243 o237
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20 210
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2005 2006 2007 2008

Cash Generation (%)

120
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80 942 988

60
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Return on Capital Employed (%)

100
793

75 690 €97
50

25

2005 2006 2007 2008

104

1171

901

2009

Sales Revenue Growth reduced to 10.40/0

Reason for choice

How we calculate

Comment on results

This 1s reported in detasl for
operating segments and 1s a key
dniver in the business These
measures enable us to track

our success In spectfic projact
activity and our progress in
Ingreasing our market share

by products and region

Return on Sales 25.70/0

Reason for choiwce

Increase in sales revenue
year on year divided by
the earlier year sales
revenue

up from 23 7%

How we calculate

Wa grew revenue by 10 4%
in a difficult year for the global
economy

Comment on resuits

This measure brings together
the combined effects of
procurement costs and pricing
as well as the leverage of cur
operating assets Itis also a
check on the quality of revenua
growth

Profit before tax (after
financing and interest)
shown as a percentage
of sales revenue

Cash Generation improved to 11 7.1 UAJ

Reason for chowce

How we calculate

Good margin improvement
due to operational geanng
and product mix, aided by
currency benefits

Comment on results

This I1s used as a measure of
performance where a target of
B85% 15 regarded as a base level
of achievement This also forms
one of the constituent parts of
the senior management reward
system

Return on Capital Employed

Reason for choice

Cash flow from operating
activities before tax
outflows as a percentage
of operating profit

wto 90.1%

How we calculate

Cash generahon has been
very good as a result of actve
working capital management

Comment on results

Rotork has an asset-hight
business model by design, and
reporting this ratio internally
helps management at Group
level to monitor our adherence
to this philosephy

Operating profit as a
percentage of capital
employed Capital
employed 1s delined as
shareholders’ funds less
net cash held, and the
pension deficit net of
related deferred tax is
added back
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With increased operating
profit and capital employed
reducing by approximately
59 from 2008 there has
been significant increase

In the Return on Capital
Employed



EPS Growth (%)

40
360
30
273 253

20 167 197
10
0

2005 2006 2007 2008 2009

EPS Growth 1970/0 a good rate of growth

Reason for choice

How we calculate

Comment on results

The measurement of earnings
per share (‘eps’) reflects ali
aspects of the ncorme statement
including management cf the
Group's tax rate

Increase in basic aps
year on year divided by
the earlier year eps

Basic eps has increased in
line with PBT

Non-financial KPIs. We monitor non-financial areas in our businesses particutarly in the environmental, health & safety and quality control areas and put
strong emphasis within our orgamsation on improving our performance here

Accident Frequency Rate

1
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08 074
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04
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Waste Recycling (%)
80
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60 57 &2
46
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Employee Satisfaction
Survey commenced in 2008

4
35 35
3
2
1
0
2008 2009

Accident Frequency Rate  improved to 0.57

Reason for choice

How we calculate

Comment on results

The Accident Frequency Rate
{'AFR") s used as one measure
of the effectiveness of our health
and safety procedures

The formula we have
used for calculating
our AFR Is the number
of reportable injunes

divided by the number of
hours worked multiphed

by 100,000

Waste Recycling 620/0 down from 64%

Reason for choice

How we calculate

An 11% reduction in
accidents 1s offset by an
Increase In reported near
misses We believe this
to be a positive outcome
to our safety awarenass
prograrmmes

Comment on results

This KPI measures the
proportion of total waste
produced which 1s recycled

This informatign s

collected through regular

submissions into our
main UK site In Bath

Employee Satisfaction consistent at 35

Reason for choice

How we calculate

Given the growth of the
business we have done well
to reduce our total waste by
5 5%, but recycled waste
has slightly reduced as a
percentage of total waste

Comment on results

The survey as a whole enabled
the Group to get feedback from
across the businesses on how
we relate to our staff and what
we can do better

Employees scored their

responses directly into

a prepared survey with
1 bemng very dissatisfied

and 5 being very
satisfied
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More employees participated
In the survey’s second

year Rotork has a good
relationship with its employees
ltustrated by communication
and corporate values
improvemnents Rotork
endeavours to improve
communication at all levels

]
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Statement of

Principal Risks and Uncertainties

The assessment and management of

nsk 15 the responsibility of the Board,

and the development and execution of a
comprehensive and robust system of nsk
management has a hugh pnonty in Rotork
This 1s based on an established enterpnse
wide process for the identification and
management of nsk — first at divisional
business level — and then in terms of the
Group as a whole, working within the
governance framework set out in our
Corporate Governance Statement, see page
32 The Board’s role in nsk management
involves promoting a culture that
emphasises integnty at all levels of business
operations This includes ensunng that nsk
management 1s embedded within the core
processes of the Group, determiring the
principle nsks, {and ensunng that these

are communicated effectively across the
businesses) and setting the overall policies
for nsk management and control The Group
Finance Director i1s specifically tasked with
nsk management for the Group, and chairs
a committee made up of functional heads
at divisional director level to manage this
process, each of whom has accessto all
officers across the Group tasked with nsk
management The Board approves appetite
for nsk at both Group and Civisional level
and the consequential actions in terms of
mitigation where possible and appropnate

22

These processes of nsk management within

the businesses involve

» Identification and regular assessment of
indmdual nsks

» Reviewing previously identified nsks and
the effectiveness of mitigation where
appropnate

» Design of controls

» Testing the controls through management
review, and ultmately internal operatonal
audits

» Forming a conclusion on the
effectiveness of the control environment
n place

The major nsks affecting the Group

are identihed by senior management in
association with the full Board of Diractors
and the external Auditor 1s invited into the
process in a support role This is an ongoing
process involving regular nsk assessment,
with clear and consistent procedures for
monitonng updating and implementing
appropnate controls to manage the
identified nsks We are therefore confident
that we have a methodology for ensunng
that the Group’s approach to dealing with
individual nsks 1s robust and timely

Identified nsks are categonsed by

likely impact on the business and hkely
probabilty, and once the assessment
matnx 1s complete the top nsks are then
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re-evaluated in relation to the Group overall
Each nsk once identified 1s allocated to one
of the Directors of the divisional businesses
as appropnate to ensure the correct level of
visibility and attention, and update sessions
to review progress In dealing with 1ssues at
an operational level are conducted dunng
the year

We identify three main nsk areas

» Strategic - nsks that potentially could
affect the strategic aims of the business,
or those 1ssues that could affect the
strategic objectives that the Group 13
addressing

» Operational - nsks ansing out of the
operaticnal activities of the Group
relabing to areas such as logistics,
procurement, product development and
interaction with commercial partners

» Financial — issues that could affect the
finances of the business both externally
from matters iniballty outside of our
control, and from the perspective of
internal cortrols and processes

The top 12 nsks identified in the nsk
management process are listed in the table
opposite These are categonsed by the
three main nsk areas identfied above and
listed in order of seventy as identfied in the
nsk assessment process Mitigation, where
possible, 1s shown by each identified nsk area




Type of risk

Strategic

Strategic

Strategic

Strategic

Strategic

Operational

Operational

Operational

Qperational

Operational

Financial

Financial

Description

Existing competitor moving to lower
cost manufacturing

Appropnate products, both in terms of
cost and features

Risk of copy Rotork actuators and
gearboxes damaging the businesses

Lower investment in Rotork's
traditional market sectors

Failure to manage acquisitens
effectively

Quality and applications falures
In hazardous areas or causing an
envirgnmental tmpact

Major in field product failure - existing
products

Palitical instability in a key market

Exposing employees to danger
through working in parts of the world
where conflict and unrest occur

Failure of a key suppler or tooling
failure at a supplier

Volatility of exchange rates

Failure to secure cost reductions
hrmiting profit growth and growth In
existing and new markets

Mitigation

Direct presence in terms of production, sales & service support
Constant drive to maintain differentiation from competition

Taking cost out and differentiate Rotork product from competitors

Development of products to address lower specification/lower price
markets

Legal enforcement of intellectual property rights wherever possible
Taks cost out and differentiate our product from copies Investigate
copies to learn thetr shortcomings

Existing product offenng into new markets and new products for all
markets

Careful consideration of management team foliowing acquisthon and
monitoring of eéxisting management f they remain post completion
Identify cultural, communication and resource needs

Quality control procedures including suppher visit and checks Product
design and development supported by life/performance tests

Good quality control procedures including suppher audit and scorecard
to monitor performance

True mitigation difficult but as the spread of business increases so the
overall nisk to the Group diminishes

Following adwice from Foreign consulate and International SOS (FISOS’)
hetps reduce nsk 1SOS provides support in the event of an employee
being in a place as trouble starts

Dual sourcing wherever possible and product engineernng

Short term movements are addressed using forward exchange
contracts but this does not mitigate against long term trends These
can only be covered through a geographical spread of operations,
component sourcing and customers

Investigate new suppliers and utilise new supphers in competitive ids
with existing supphers Maximise purchasing leverage by combining
divisional requirements and offering increased volumes of business to
leverage lower price
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Corporate Social Responsibility

ENVIRONMENT SOCIAL ISSUES

Environmental Committee
Chaured by a Divisional Director, meetings are formally held at least once a year
The Envircnmental Committee has responsibility for

Social Issues Committee
Chaired by a Divisional level Director, the
Social Issues Committee has respensibility

for
* The Environmental Management + Reviewing legislative change
System = Soocialissue policies
« Review of all mcident reports The committee uses Resource Futures as + HR polcies

* Review of Environment Aucht Report the Group's Environmental Consuitant

CORPORATE SOCIAL RESPONSIBILITY COMMITTEE (CSR)

Chaired by the Group Chief Executive,
the CSR Committee has the following sub-committees covering
health & safety, the environment, ethics and sccial 1ssues

HEALTH & SAFETY
Health & Safety Committee

Charred by a Divisienal Director, meetings are formally held four times a year
The Health & Safety Committee has responsibility for

» Reviewing all accident and incident
reports

+* Management of Group health
& safety

The diagram above, sets out the Group's
Corporate Social Responsibility structure
The Group Chief Exacutive chairs the
CSR Committee which reports to the
Rotork Management Beard and through
the Group Chief Executive to the Board
of Rotorkplc

The Committees act as a focal point for
further development of the subject matter
within their remut Underiying all their work
15 a determination to embed the Group’s
Corporate Social Responsibility values
within all its activities These values

are contained in cur vision and mission
statement which can be accessed

at www rotork com under ‘‘nvestors/
strategy’

The Company has considered the
guidelines on Social Responsibility
published by the Association of Briish
Insurers It takes full account of the
significance of environmental and ethical
matters in the conduct of its business and
inits nsk assessment processes Rotork
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= Reviewing legislative change

The Committee includes a qualified
health & safety professional

remamns committed to the principles lad
down for its inclusion in the FTSE4Good
Index and the ten Principles of the UN
Global Compact of which it 15 a signatory

Environmental

The Group's Environmental Pclicy
applies to the Company and all its
subsidianes worldwide The policy
includes commitments to the prevention
of pollution, compliance with all relevant
legal and regulatory requirements

and to the continuous improvement of
environmental performance

The group environmental policy ¢an be
found at www rotork com in the investors

section under Corporate Responsibility-
Environment

In support of the above policy, Rotork's
Environmental Management System will

» Allocate formal environmental

responsibilities to ensure compliance
with legislation,
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ETHICS

Ethics Committee

Chaired by the Group Legal Director, the
Ethics Committee has responsibility for the
development of Group Ethics policies and
procedures

» Support a culture of consultation with
employses, key stakeholders and other
interested parties,

» Provide environmental information,
guidance and training that meets best
practice,

» Monitor, measure, audit and seek
continuous iImprovement in its
environmental performance,

» Work with external agencies and
bodies to ensure continued adoption
of bestpractice solutions in
environmental management,

» Communicate best practice and
publish internal and external
information detailing its aims and
achievements,

» Foster open communication with
employees, customers, suppliers
and other stakeholders via both
electronic pubhshing and face-to-face
discussion



Environmental performance

Rotork has developed an improved data
collection tool during the year which

will assist in evaluating the data used

in its Environmental Reports These
enhancements will impreve the accuracy
and completeness of the data collected

Greenhouse gas emissions

The Group's greenhouse gas emissions
derive from the use of energy, electricity,
gas, LPG and ol We record our
emissions of greenhouse gases in
accordance with the Greenhouse Gas
Protocol (‘GHG Protoco!’), developed
jointly by the World Business Council
for Sustainable Development and the
World Resources Institute This standard
differentiates between direct {‘Scope 1
emissions') and indirect emissions from
the generation of supphed electricity
and supplied heat (e g distnict heating)
(‘Scope 2 emissions’) Certain other
indirect emussions known as ‘Scope 3
emussions’ are currently not part of our
carbon data collection

Waste management

The majority of the waste generated

by the Group is non-hazardous waste
Hazardous waste accounts for only 5%
of the total waste generated Hazardous
waste 1s usually defined to include

items such as batteries and electronic
equipment Non-hazardous waste
typically includes maternials such as
paper, card, plastic and metal Rotork
has identified waste as its most significant
environmental impact and is therefore
working with 1ts supplers to improve

its waste recycling systems As well as
reducing the Group's environmental
impact, there is a cost benefit to reducing
and recycling the waste

Waste recyching i1s one of the Group's
non-financial key performance indicators
(‘KPI"), which 1s measured as a
percentage of total waste generated by
the Group Last year, there was a 5%
reduction n total waste generated, which
in part resulted In a 2% reduction in the
amount of recycled waste (see page 21
for more details of this KPI)

Water use

Water consumption has been measured
by the Group throughout the year to
monitor water efficiency For the majonty
of sites, water consumption denves from
normal operatiocnal and samtary water
use The Group’s water 1S supplied by
local utiity providers, except In Rotork's
facilities in Lucca, ltaly and Chennai,
India, where water 1s metered and
extracted direct from boreholes

Ethics and values

The Board of Directors 1s committed to
ensuring high levets of ethical practice
and ¢onduct by all Rotork employees (n
all their dealings

Rotork 1s a signatory to the United
Nations Global Compact and its ten
Universal Pninciples These Principles are
derived from the Universal Declaration of
Human Rights ('UDHR') and incorporate
human rights, labour, environment,
brbery and corruption The Group
supports the UDHR and the International
Labour Organisation’s Declaration of
Fundamental Principles and Rights at
Work Rotork supports all United Nations’
efforts to ensure the effective abolition

of child forced compulsory fabour and
will never use any such labour In any of
its operations worldwide At Rotork the
rights of every employee are respacted
The Company acts in ways that ensure
all employees are treated with openness,
mutual trust, dignity and respect
Everyone working at Rotork will be treated
fairly and without discrmmation on the
basis of race, gender, language

or religion

Rotork’s ethics and values policies
which are apphcabls to all employees
reqardless of senionty have recently been

updated and can be accessed at rotork’s

website www rotork com |n the Investors
section under Corporate Responsibility -
Ethics & Values

The Ethics and Values policies specifically
state that Rotork will never offer pay,
solicit or accept bribes in any form

Group internal audits are being expanded
to include Ethics policy compliance
monitoring
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The Board of Directors 1s
committed to ensuring
high levels of ethical
practice and conduct by
all Rotork employees.

At the beginning of 2010, Rotork formed
an Ethics Committes whose members
include the Group Finance Director and
Group Legal Director The Committee‘s
remit includes review of the Group

Ethics Policy and further development of
systems and procedures for appropnate
monitoring of the pohicies together

with provision of suitable training for
employees The Ethics Committee reports
into the CSR Committee whase Charr,
the Chiet Executive, reperts into the RMB
and Board on ethical matters General
Managers of all Group subsidianies
worldwide have recently received traiming
on the Group's current ethical policies to
enable them to ensure their staff are all
aware of and understand the policies

The Group's Whistieblowing Policy was
further reviewed durning the year by the
Audit Committee

This policy can be view n gur
website www rotork com in the
Investors' tion under Corporat
Responsibility - Workplace &
Community

Suppliers

Business integnty and fair dealing 1s

key to the Group’s relationships with its
supphers and contractors The Group

15 committed to long term relationships
with its supply base These relationships
are reinforced through procurement and
suppher quality visits
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Corporate Social Responsibility continued

Rotork aims to provide

a safe and healthy
environment for all
employees and visitors to
Its premises.

Supplier site visits involve observations
of safe working methods, correct handling
procedures and the correct use of
hazardous matenals Any uregularities
observed are pointed out to suppliers
Suppher visits monitor employment
ages Suppher audits are distnbuted
internatly within the Group The mtention
15 to roll out these methods Group wide
Assurance 1s also sought that suppliers
uphold all local laws generally apphcable
to therr locality and operations Most key
suppliers are registered to IS0 9000

Suppler development i1s ongeing and
invelves elements developed in the motor
industry of the QS 9000 system whichs
part of ISO 9000

Health and safety

Rotork aims to provide a safe and healthy
environmeant for all employees and visitors
to its premises and will not compromise
the health and safety of any individual
The Group Health and Safety Policy,
endorsed by the Chief Executive, sets out
the Gompany's requirement to ‘meet or
exceed legislation and other requirements
in the countries in which Rotork operates '

The policy can be viewed on our website
www rotork com In the investors section
under Corporate Responsibility -
Workplace & Community

Effective management of our Health and

Safety Programme enables us to

» Minimise the nsk of injury to our
employees, customers and suppliers
and damage to property

» Reduce costs associated with
empioyee lliness, injury and loss of
physical assets

» Reduce the nisk of legislative breaches

> Protect our reputation

The Gompany operates a behaviour-

based safety prograrmme This requires

managers and supervisors to encourage

safe working practices by

» Promoting regular safety observations

» Regularly asking employees for their
suggestions for improving safety at
their facibity

» Holding employees accountable for
observing these practices

» Providing managing safety courses
for line management

» Regular Health & Safety traming on
subjects such as manual handling
and confined spaces

In all our sites, the safety of people and
property In relation to our operations

1s paramount Rotork employees’ are
engaged in activities which include
manual handhing of heavy objects,
mechanical ifting, operating machinery
and dniving to supphers and customers
locattons In addition to working in the
Company's facihities, Rotork’s Site Service
Engineers work on customer sites, which
are often inherently more hazardous

The Group focuses on ensunng
practices are aigned around the Group
so that data s collected in a consistent
format and to enable identtfication of
efficiency smprovements Dunng the
year, an internet-based data site has
been established to facilitate cost-
effective communication in different
time zones and to support the Group's
objective to continue to Improve health
and safety performance across our
operations These enhancements will
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help us to understand the accuracy and
completeness of the health and safety
data collected by our businesses and will
be used to improve our data analysis and
reporting In future publicatons It enables
us to benchmark performance within all
businesses in the Group and over time will
be a sound basis for assessing progress
and trends

Three key measures are monitored across
the Group accident frequency rate, lost
time rate and incident frequency rate

By monitoring the results of these
measures we will be able to identify

areas of strong performance which can
then be shared across the Group, it will
also enable Identification of areas of
weakness and consequently activities that
may benefit from additional resources and
training We continually seek to identify
areas for improvement and share good
practices across the Group

The Company's target 1s to achieve
lower than industry averages in health
and safety performance for our sector
In 2009, the rate at which industnal
accidents occurred across all cur facihties
was 0 57 muries per 100,000 hours
worked The Company undertakes to
keep the number of working hours lost
through health and safety incidents to
a mirumum Whilst the number of near
misses reported has increased, the
number of actual accidents has fallen
The increase N near misses during the
year 1s regarded as a positive indicator
that safety awareness 1S iImproving
throughout our businesses due to the
improved accuracy In our reporting

The Accident Frequency Rate over the
last five years 1s shown on page 21

Shareholders

Information on our relationship with
shareholders, a key stakeholder group,

15 contained in the Corporate Governance
section on page 36




Community involvement

Rotork considers it important to
contnbute to and engage positively
with stakeholders in the communities

In which it operates, especially where it
has substantial sites with relatively large
numbers of employees

Rotork’s community objectives include
being a good cornmunity neighbour The
Group regards this as part of its ongoing
responsibilities as a corporate entity We
seek to be regarded as a good corporate
citizen This links into the Group's
corporate values which include producing
a positive and beneficial impact in the
areas in which we operate

Rotork pursues a policy of community
involvement through financial support
and fostenng partnerships wth local
chantable and voluntary organisations,
trusts and local support groups

For many years, a Chanty Committee
made up of employees and management
representatives has considered tocal
community chantable and similar
requests at the Bath site Projects are
then followed up with visits and reports
by employees and feedback to the Chanty
Committee An example m 2009 was
Rotork's visit to the Great Western Air
Ambulance following our £5,000 donation
this year

Whilst a number of worldwide subsidiaries
are already engaged in local chantable
giving, In 3 new initiative all worldwide
substdianes have been provided with
guidance and support to set up Chanty
Committees on a similar basis to the one
run in Bath The chanty funding previously
annually accessed largely by the Bath
Charity Commuttee will now be shared
around the Group subsidiaries based

on their pro-rata contnbutions to Group
profit

The Group has also launched a new
annual chantable cause imitrative For
2010, the chosen chanty 15 WaterAid
Employees will be able to choose other
causes In future years

Maya at a water point, Indira Coleny,
Sheopur distnct, Madhya Pradesh, India

Photograph courtesy of WaterAid/Marco Bettl
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Corporate Social Responsibility continued
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In 2010 Rotork employeas will be invited
to fundraise for a WaterAud project in
the Mysore distnict of Karnataka state,
Southarn India which aims to provide
safe water, sanitation and hygiene
through training and building relatonships
between the community and local
government as well as construction of
water points and latnnes Rotork Group
has undertaken to match employee
fundraising Group wide for this project
as well as making 1ts own contribution
Rotork will be the sole funder of this
project in 2010, when it 1s scheduled

to be completed

Sponsorship 1s provided to local youth
and sporting clubs and to cultural

and social events There s also direct
engagement in communty 1ISsues

for example, providing transport for
chantable events in the area The
Company 1s the industry member of the
Bath Educational Trust, which has as

Its objectives educational advancement
in local schoo!s and the promotion of
community cohesion Other members of
Bath Education Trust are Bath University,
Bath City College and two local Bath
schools Since the Trust's launchn
2008/9 work has already begun to offer
children exposure and understanding of
industry by undertaking programmes at
the Bath site Bath Education Trust has
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provided the Group with an opportunity
to further develop hnks with Bath
University and to form links with Bath
City College in addition to the local
schools A Company representative

1s a member of the Industrial Advisory
Board for the Mechanical Engineenng
Department of Bath Uriversity Rotork
1s also a member of an inihative of the
Engineering Development Trust and
SpONSOrs a sclence project currently
being undertaken by pupils in the sixth
form of a local Bath school

Individual employees or groups of
employees also engage in community
activities and the Chanty Commuttees
will normally match momies raised by
employees who undertake charitable
events personally During the year

the Bath Chanty Committee paid the
entry fee for employess participating in
the Bath Half Marathon and matched
sponsorship sums raised by employees
for their selected chanties The Company
has made a contnbution to the Haiti
Earthquake Disaster Appeal

Peter France
Chief Executive
1 March 2010




Rotork Management Board

The Rotork's Management Board ('RMB'} 1s the executive committee of Rotork
directors responsible for ensuring the development, implementation and execution
of Group strategy The RMB meets at least quarterly dunng the year

Alex Busby
MD Rotork Fiuid Systems

Alex (50) joined in 1985 and spent four
years at Rotork He thenwent tc a
major competitor where he held vanous
management roles in Asia and Europe
On rejoirung Rotork in 2003 he became
Business Development Manager, then
Business Development Director, before
taking on the role of Managing Director
at Rotork Fluid Systems

Number of years in industry 25
Number of years at Rotork 1
Alastarr Spumr

Operations Director Rotork Controls

Alastair {41) joined Rotork in 2005 as
Operations Director of the Rotork Controls
Dwision and 1s a member of the Rotork
Management Board He 1s a Chartered
Engineer and has previously held positions
within the engineenng, construction and
retall industries

Number of years in industry 23
Number of years at Rotork 5

Dawid Littlejohns
MD Rotork Gears

Dawid (41) joined Rotork in 1985 working
n the engineenng design department He
moved to the USA n 1996 as an engineer
in our plant in Rochester, New York from
where he moved into a Sales role, nhially
on the East coast and latterly as Sales
Manager in Califorma In 2008, he returned
to the UK as Managing Drrector of the
Rotork Gears Division

Number of years in industry 25

Number of years at Rotork 25

Carlos Elvira
Sales & Markating Director Rotork Cantrols

Carlos (53} joined Rotork in 1981 as an
engineering graduate, becoming our first
Graduate Trainee in International Sales
He became Middle East and European
International Area Manager in 1984 and
later International Sales Manager in 1989
He has been Sales and Marketing Director
stnce 1999
Number of years in industry 28
Number of years at Rotork 28
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Stephen Jones
Group Legal Director

Stephen (51) joned Rotork plc n 1999
Ha 1s Group Legal Director and Company
Secretary He 1s a Solicitor and has held
previous positions in industry and private
practice

Number of years in industry 22
Number of years at Rotork "

Biographies for the following appear
on page 31

Peter France
Chief Executive

Bob Slater
Finance Director

Bob Arnold
President, Rotork Controls Inc

Graham Ogden
R&D Director
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Board of Directors

The Board of Directors compnses the Chairman, the three independent non-executive
directors and the four executive directors all supported by the company secretary

Executive

Peter France @
Chief Executive

Peter (41) joined Rotork mn 1982 and in 2008 was appointed
Chief Executive of Rotork p 1 ¢ Prior to that appointment

Peter has had roles within Rotork as Chief Operating Officer,
Managing Director of Rotork Fluid Systems, Director of Rotork’s
Singapore company with responsibility for South East Asia and
n Internatienat Sales

Graham Ogden
Research & Development Director

Graham (53) holds a PhD and 1st class honours degree in
glectronic engmneenng from Bnistol University and has been with
Rotork since 1985 Graharn has been closely involved in product
development including our award winning |Q series He was
appointed to the Rotork Actuation Divisional Board in 1997 as
Research & Development Director and joined the Board of
Rotork p | ¢ in January 2005

Bob Armold
President Of Rotork Controls inc

Bob (58}, who was appoeinted to the Rotork p | ¢ Board in 2001,
1s a graduate engineer Previously with Westinghouse in the
USA, he joined Rotork Controls Inc as Engineenng Manager
subsequently becoming Vice President, Engineenng and since
1988 President of Rotork Controls Inc Bob has responsibility for
ali Rotork’s interests in the Amencas

Bob Slater
Finance Director

Bob (58) joined Rotork in 1989 as Finance Director of the Rotork
Actuation Diasion, and was appointed to the Board of Rotork
plc as Group Finance Director in 1998 He has previously held
finance positions In mining, building controls and the engineenng
Industry
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Non-executive

Roger Lockwood @
Chairman

Roger (64) has been a non-executive director of Rotork

since joning the Board in 1988 and became non-exscutive
Chairman in November 1998 He 1s Charman of the Nomination
Committee He 1s Charman of Colston Engineering Services
Limited and Hydro International plc and has previously held
CEQC roles n automotive and engineenng businesses

John Nicholas #e
Non-executive Director

John (53) was appointed to the Board in 2008 as a non-
executive director He was previously Group Finance Director

of Tate & Lyle plc and Kidde plc He Is also a non-executive
director of Monds plc, Hunting plc and Ceres Power Holdings plc
and 1s a member of the Financial Reporting Review Panel of the
Financial Reporting Council {'FRC") He 1s Chaimman of the Audit
Committee and a member of the Remuneraticn and Nomination
Committees

Koy
= Audt Committee
JE Micholas (Charman), A Walker, 1G King

® Nomnation
RC Lockwood (Chairman), A Walker, 1G King,
JE Nicholas, Pl France

B Remuneration
A Walker (Gharrman), 1G King, JE Nicholas

lan King *e m
Non-executive Director

lan (53) joined the Board in February 2005 as a non-executive
director He is Chief Executive of BAE Systems ple having held
other senior general management positions at BAE Systems
and previously at Marconi He 1s a member of the Audit,
Remuneration and Normnation Committees and 1s the senior
independent non-executive director

Alex Walker *o R
Non-executive Director

Alex {63) joined the Board as a non-executive director in January
2001 He was previously Chief Executive of Yule Catto & Co

plc until 2006 He s also a non-executive director of Spirent
Communications plc He 1s Charrman of the Remuneration
Committee and a member of the Audit and Nomination
Cormnmittees
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Corporate Governance

This section of the report deals with
how the Board and ts Committees
discharge their duties and how we apply
the principles in the UK’s Combined
Code on Corporate Governance June
2008 edition (*the Code’} Here you will
find detailed statements concerning our
comphance with the provisions of the
Code The rote that Board Committees
play in UK corporate governance ts very
significant and certain responsibilities
need to be overseen by directors who
are independent of the activities they
are required to oversee

Set out below 1s a commentary on how
the Company applies the mawn and
supporting principles of the Code,
copies of which are available from the
FRC website www frc org uk, apphcable
to the accounting period applying to
this Report and Accounts Specific
disclosures required within the
provisions of the Code are also made
within this section

Code Comphance Statement

All current sernving executive directors have
a one year notice penod in their service
contracts (Code provision B 1 6)
Currently there are three iIndependent
non-executives as accepted by the Code
on the Board and the Board Committees
They are 1G King, A Waiker and JE
Nicholas (A 3 1) As Rotorkp lc 1s
considered a large company by the Code
It 1s recogrised that fuli comphance (A 3 2)
currently would require one further
ndependent non-executive to be
appointed so that half the Board excluding
the Chairman comprnse independent
non-executive directors Subject to the
matter of the number of iIndependent
non-executives referred to in this
paragraph, the Company considers that t
complies with the provisions of the Code

Internal Control

Beoard members recognise their
responsibilites to ensure that the statutory
requirernants to deliver balanced and
understandable assessments of the
Company's position are achieved

The Board 1s satisfied that these
responsibiities are met by using the
financial systems and applying the
regulations descnbed below, supported
by our system of internal control

This was achieved by

* using an appropnate system of
accounting records, capable of
operating with reasonable accuracy
and in comphance with local and
international finangial and legal
reporting requirements The bas's
used to prepare our Group financial
statements Is International Financtal
Reporting Standards ('IFRS’) as
adopted by the European Union
The Company financial statements
and Directors’ Remuneraticn Report
are prepared in accordance with
applicable law and United Kingdem
Generally Accepted Accounting
Standards,
using IFRSs te ensure a true and farr
view of the state of affairs of the Group
15 given, including our profit or loss for
the penod,
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+ deploying appropriate accounting
policies within the framework of IFRS
and ensunng these are consistently
appled,

making judgements and preparng
estimates that are reasonable and
prudent,

operating within the guidelines of all
the disclosure advice provided by
UK and international statute,
disclesing the business 1s a going
concem,

maintaining robust assurance
processes and controls over our
financial reporting procedures
extending these principles to half
yeanly reports and other reports In
the public domain

-*

The Board reviews the effectiveness of the
system of internal control and nsk
management annuaily (C 2 1) in
accordance with the latest Turnbull
guidance and the Code The review covers
financial, operational, compliance and nsk
management controls The role of
management 1s to mplement and maintain
the internal control and nsk management
systems The system of internal control is
designed to reduce but cannot eliminate
the risks of falure to meet business
obyectives Internal control therefore can
only provide reasonable but not absolute
assurance in meeting such bustness
objectives or against material
rmisstaternent or loss

The processes that are used by the Board
to review the effectiveness of this system
of internal control nclude the following
€c21)

During the year the Audit Committee

= Monitored and reviewed the
effectiveness of internal audit activities,

+ Reviewed and monitored external
auditor ndependénce and objectivity
and the effectiveness of the audit
process,

» Considered reports from management,
internal and external audit on the
system of internal financial control
and any matenal control weaknesses,




* Received reports on health & safety
and environmental issues,

+ Discussed with management the range
of actions taken on problem areas for
the business identified by Board
members or in the internal and external
audit reports

Additionally

* Tha Board recewes coples of the
minutes of all Audit Committee
meetings and a bnefing on all Audit
Committee meetings by the Commuittes
Chairman,

+ The Board reviews the role of
nsurances in managing nsk across the
Group,

* The Board regularly recewves written
and oral reports from management on
all aspects of production, oparations,
financial and nsk management matters

Prior to the year end the full Board,
following detailled consideration by the
Audit Committee, formally reviews the
effectiveness of the Group’s system of
internal control

Risk Management

A continuous process for iIdentifying,
evaluating and managing the significant
nsks faced by the Group continued to be
applied and developed during the year
under review and operated up to the date
of approval of the Annual Report &
Accounts

Senior managers with respensibiiity across
all functions participate in the nsk
management process that identifies any
new key nsks facing the Group's
businesses, evaluates them and re-
ovaluates those kay nsks already identified
on a regular basis Therr deliberations are
reported to the Audit Committee and
Board by the Group Finance Director who
Is responsible for the nsk management
matnx The process 1s based on senior
managers' detalled knowledge and
understanding of key nsks within and
extarnal to the business based on formal
management information and reports and
their interaction and daily dealings with
those reporting directly to them, their
colleagues and external parties The
process includes separate exercises to
identify and evaluate key nsks at divisional
level by each Diwisional Board These
dvisional key nsks are then collated and
considered for Group matenality They are
then evaluated formally at a Group risk
review exercise attended by all members
of the Divisional Boards and the Rotork
Management Board The non-executive
directors are also invited to attend The
output of that meeting identifies nsks
with weightings for ikelhood and

Group impact The principal nsks and
uncertainties facing the Group are
commented on in the Business Review
section of this Annual Report & Accounts

Directors’ Attendance at Board and Committee Meetings (A 1 2)

Board Audit Remuneration Nemination
Director Meeting Committes Comnuttee Committas
Peter France 8 3! 3! 1
Robert Slater 8 3! N/A N/A
Graham Ogden 7 N/A N/A N/A
Robert Arngld 8 N/A N/A N/A
Rager Lockwood 8 3! 31 1
John Nicholas 8 1
lan King 8 1
Alex Walker 6 -

' by invitation

Attendance at Board and scheduled committee meetings 18 shown above
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internal financial audits are undertaken

on a regular basis by a selected group of
accountants drawn from head office and
across the divisional businasses and
geographic centres  All these accountants
have recewved relevant and specific traiming
in internal audit, best practice and control
procedures

Work will continue to further embed
internal control and nsk management in
the operations of the business and to
further enhance and add to the relevant
processes

The Board

The Board currently has eight members
comprising the Chairman, the three
independent non-executive directors as
accepted by the Cods, and four executive
directors

The Company’s Articles of Association
provide that one third of the directors shal!
retire from office by rotation at each
Annual General Meeting (AGM")
Addtionally new directers are subject to
election by shareholders at the first
opportunity after their appointment (A.7 1)
In ine with the Gode guidance, non-
axeacutive directors are normally appointed
for an initial term of three years, which s
then reviewed and extended forup to a
further two three year penods (A.7 2} On
appointment directors receive a suitable
and tallored induction (A 5 1} There s a
clear dwision of responsibility approved
by the Board in writing between the
Chairman, RC Lockwood, and the Chief
Executive, Pl France, that ensures that
there 1s a balance of power and authonty
between the runming of the Board and the
exeacutive responsibility for the runring of
the Company’s business (A 2 1) 1G King
1S the current senior independent non-
exacutive director (A 3 3} A sub-
committes of the Nomination Committes
comprsing of the Chairman and Chief
Executive 1s currently undertaking a search
selection process for an additional
non-executive directer with the assistance
of an external search consultant Pnor o
the search process, the Committee gave
consideration to the balance of skills,

gausuIangy
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knowledge and competence on the
Board and in the hight of this settled on
a description of the role and capabilities
for the appointment

There are usually at least seven meetings
of the Board which take place throughout
the year (A 1 1}

Dunng the year Board meetings are
scheduled at manufactuning sites other
than the Company’s headguarters in Bath
This allows, In particular, non-executive
directors to meet management at these
sites and receive presentations from them
Duning the year under review the Board
visited and held Board meetings at its
manufacturing sites in Melle, Germany
and Losser, Holland The Board also
visited the Spamsh sales and service
facilities in Bilbao

The Charrman ensures through the
Company Secretary, that the Board
Agenda and all relevant information

1s provided to the Board sufficiently in
advance of meetings The Chairman and
Company Secretary discuss the Agenda
ahead of every meeting At mestings the
Chairman ensures that all directors are
able to make an effective contnbution
throughout meetings and every director
1s encouraged to participate and provide
opinigns for each Agenda item The
Chairman always seeks to achieve
unanimous decisions of the Board
following due discussion of Agenda items
The Scheduls of Reserved Matters details
those matters specifically reserved for
Board decision The types of decision
which are reserved for Board decision
relate to matters which cannot, or the
Board considers should not, be delegated
to the Chiaf Executive and executive
management They include approval of
Group commercial strategy and
succession planning, approval of Group
annual operating and capital expenditure
budgets and recommendations for
payment of the final proposed dividend
and decisions for intenm dividends and
dividend policy, approval of the Annua)
Report & Accounts and announcemenis of
final and mtenm results, ensuring sound

1]

internal control and nsk management,
executive director remuneration, corporate
governance matters including Board and
Committee performance appraisals and
Board and Committee membership The
directors also have powers to 1ssue and
buy back the Company’s shares conferred
annually by the shareholders at the AGM
The Board regularly considers and
discusses future strategy, following
submissions by management, at Board
meetings and, on occasion, separate
strategy meetings The non-executive
directors constructively challenge and help
develop proposals on strategy at those
meetings The decisions which are left to
management are all those related to the
successful operation and management of
the Company's business and in
implementing the commercial strategy
within the hmits set by the Board annually
for overall operational budgets and capital
expenditure (A 1 1)

The Chairman ensures that meetings of
non-executives without the executives
present are held (A 1 3) All directors have
access to the advice and services of the
Company Secretary and through him they
can request and obtain independent
professional advice at the Company’s
axpense where they judge It necessary to
discharge therr responsibilities as directors
(A.5 2 and A5 3} The Company maintans
appropnate directors’ and officers’
insurance cover (A1 5)

Share Capital

Information on the Company's share
capital 1s provided on page 43 of the
Director's Report

Pertormance Evaluation

A formal process for performance
evaluation of the Board, its Committees
and mdwidual directors takes place
annually For 2009, the evaluation took the
form of an imtial questionnaire prepared in
conjunchion with external consultants
covenng a wide range of Board related
matters The responses to the
questionnaire were then considered by the
Chairrnan, who then conducted individual
interviews with the Directors taking
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account of trends in the questionnaire
responses as well as individual points
This guestionnaire was developed and
enhanced following feedback in previous
evaluations to focus on those matters that
the Chairman considered were of most
interast to Board members following
previous comment The results and
analysis including the main findings of the
avaluation were, following the
queshionnare and interviews, reported to
the Board by the Chairman Appropnate
action will be taken on the findings dunng
the following year and then re-evaluated
at the next annual evaluation (A.6 1)

Nomination Committee
Responsihilities
* Reviewing regularly the composition of
the Board and making
recommendations to the Board on any
desired changes,
Planning for the orderly successton of
new directors to the Board including,
identifying and nominating for the
Board's approval suitable canchidates
to fill non-executive vacancies,
* Recommending to the Board the
membership of Board Committees

Camposrhion

The Nomination Committee’s members
dunng the year under review were RC
Lockwood {who chairs the Committee),

A Walker, |G King, JE Nicholas, and Pl
France The Nomination Committee
compnses three independent directors,
the Chief Executive and the Charman

A majonty of the members of the
Nomination Committae are therefors
independent non-executive directors as
accepted by the Code (A.4 1) The Terms
of Reference of the Nomination Committee
can be accessed on the Company’s
websita in the Investors section under
Corporate Governance Committees (A 4 1)

Activities of the Nomination Committee
duning the Year

A major part of the work of the Committee
dunng the year involved the appointment
of a new Group Finance Director to take
effact from 1st Apni 2010 Having
identified a suitable internal candidate




the Nomination Commuttee arranged
appropnate external assessments to be
undertaken of his suitability for the post
as well as face to face meetings with all
members of the Nomination Committee
(A 33 and A4 6) In making the
appointment the Board took due account
of the balance of skills, knowledge and
axpenence on the Board (A4 2and C 3 1)

Audit Committee
Main Responsibilities
= Reviewing the effectiveness of the
Company’s financial reporting, internal
control pohicies and procedures for the
identification, assessment and
reporting of nsk,
Monitoring the role and effectiveness
of the internal audit function,
Keeping the relatonship with the
auditors under review, including the
Terms of Engagement and fees, and
their independencs,
Monitoring the integrity of the
Company's financial statements,
* Reviewing sigruficant financial
reporting Issues and judgements

JE Nicholas was Chairman of the
Commuttee throughout the year The other
members of the Committee durng the year
were A Walker and IG King There were
therefore at all tmes throughout the year
three iIndependent non-executive directors
who were members of the Audit
Commuttee (G 3 1) The Beard Is satisfied
that at least one member of the
Committee, JE Nicholas, has recent and
relevant financial expenence having
recently served as a Finance Director of

a large sted company He s alsoa
member of the Financial Reporting Review
Panel of the Financial Reporting Council
The Finance Director, Chief Executive,
Chairman and the external auditors
normally attend meetings and thera 1s a
meeting at least once a year between the
Committee and the external auditors at
which management 1s not present

Activities of the Audit Committee dunng
the Year

The Committee meets at least three tmes

a year An annual Rolling Audit Committee

Agenda Is reviewed at each meeting and
ensures that all matters within the Aucht
Committee's Terms of Reference dunng
the year are appropnately coverad All
published financial nformation 1s reviewed
and recommended for Board approvai by
the Commuttee

During the year the Commuttee actively
reviews the actions and jJudgements of
management in relation to the Group's
financial statements, Business Review,
prelirminary and interm announcements
before their submission to the Board with
the Committee's recommendations for
approval or otherwise

The internal audit function 1s undertaken
by members of the Group's finance
departments who all have other distinct
posts Further detail 1s provided in the
Internal Contro! section The Finance
Director 1s also Head of Internal Audrt
This method of internal audit 1s reviewed
annually by the Committes The
Committee remains satisfled with the
arrangements which ensure a
comprehensive internal audit programme
15 undertaken across the Group's extensive
worldwide operations annually (G 3 5)

The Committee reviews intarnal control
and nsk management procedures
Including fraud nsk management dunng
the year It reviews the annual internal
audit plan and resourcing The results ang
significant findings of all internal audits
are reported to the Commuttee in detailed
narrative and tabular formats Management's
responsiveness to internal audit
recommendations s reviewed Internal
audit performance and effectiveness 1s
reviewed The key Group nsks and
mitigating controls are also submitted

to the Audit Committee for review

The Committee considers Group health

& safety performance data at each
Committee meeting and receives ragular
reports from the Rotork Management
Board Divisional Director responsible for
implementation of health & safety practice
and procedures
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The Gommittee discusses the nature and
scope of the audit with the external auditor
before the audit commences and reviews
steps taken by the Auditor to respond to
regulatory requirements

The matter of auditor independence 15
considered by the Committee The Auditor
does provide non-audit services The Audit
Committee has approved a wntten policy
for non-audit work conducted by the
Auditor Whenever a non-audit work
instruction (excluding tax advice) exceeds
£10,000n fee value the Finance Director
must clear the instruction 1n advance with
the Audit Committee Chairman If non-
audit instructions i aggregate exceed
£40,000 in any year then the excess must
be appreved on an item by item basis by
the Audit Committee Chairman For
significant general consulting projects
more than one service delivery provider

1s normally considered Categones of
non-audit work provided by the Auditor are
set out Innote B, on page 61 Tax advice
provided by the Auditor substantally
relates to comphance matters (C 3 7)
During the year under review the
Committee whilst reviewing the non-audit
work of the auditor policy added a
provision requirng any tax project with a
value In excess of £50,000 to be submitted
to the Audit Commuttes for approval

Dunng the year the Committee introduced
a new policy on employment of external
auditor staff Under the palicy no member
of the external audit team (including
partners, directors, managers and staff)
may be recruited for a penod of two years
following association with the Company's
audit

Within the Audit Committee’s Terms

of Reference 1s a requirement for the
Committee to assess the independence
of the external auditor ensuring key
partners are rotated at appropriate
intervals and to ensure that the provision
of non-audit services does not impar the
external auditor's independence or
objectivty This assessment was
undertaken by the Commuittee dunng
the year
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The Terms of Reference of the Audit
Committes which are reviewed at least
annually by the Committee are availlable
to view on the Company’s website www
rotork coman the Investors section under

Corporate Governance - Committees

{C32and C33)

Thera were no changes to the Terms of
Reference In the year under review The
Committee considers the appomntment of
the Auditor (C 3 6) and recommends to
the Board, the audit fees for shareholder
approval at the AGM

The work undertaken by the Committes
in discharging 1ts internal control
responsibiities 1s descnbed under the
Internal Control section above

Remuneration Committee

The work of the Remuneration Committee
1s descnbed in the Remuneration Report
on pages 37 to 42 The Chairman and
Chief Executive were invited to and did
attend all meetings but both were not In
attendance when thewr own remuneration
and fees respectively were considered
(B2]

Relations with Shareholders
Communication with shareholders 1s given
high pricnty All members of the Board
receive coples of all analysts’ reports of
which the Company 1s made aware The
Board receives non-attnbutable comments
from analyst meetings and shareholder
meetings after both intenm and final
results (D 1 1) and other updates from its
Corporate advisers The Chief Executive
reports at each Board mesting upon his
meetings with analysts, fund managers
and shareholders (D 1 2} The Company
Secretary has wntten on behalf of the

Board to the Company's major
shareholders offering meetings with the
non-executive directors and requesting
shareholders to confirm they are content
with current Board level contact with the
Company and communication to non-
oxecutives The Chairman attends the
preliminary and intenm announcements
in London with the Chief Executive and
Finance Director and 1s available to meet
fund managers and analysts on those
days

Indwidual shareholders have an
opportunity to put questions to the
Chairman at the AGM and individual
shareholder enquiries are dealt with
throughout the year by the Company
Secretary's department

At the AGM al! proxy votes are counted
and (except In the event of a poll being
called) the balance for and against the
resolution and the number of votes
withheld i1s displayed for shareholders,
after it has been dealt with on a show of
hands Pror to the AGM the Company
Secretary reports to the Board on the
results of the proxy returns and on the
comments and analysis undertaken by
voting agencies A separate resolution 1s
prepared on each substantally separate
1ssue {D 2 1) The Chairrman of the Audit,
Remuneration and Nomination
Commuttees are avaiable to answer
questions at the AGM and afl directors
attend (D 2 3) The Notice of AGM and
related papers are sent to shareholders at
lsast 20 working days before the mesting
D24
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Remuneration

The Remuneration Committee 1
responsible for formulating the Company's
remuneration policy as it applies to senor
executives A core aim of this policy i1s to
ensure pay practice for senor
management at Rotork 1s approprate for
the Company and its shareholders Below
are set out the key responsibilities of the
Remuneration Committee

Remuneratton Committee
Responsibilities

* Formulating a policy for remuneration of
the Chaiman and executive directors,
Within the agreed policy, determining
individual remuneration packages for
the Chairman and executive directors
and reviewing the level of remuneration
for other Rotork Management Board
members,
Agreeing the terms and conditions to
ba included in service agreements for
executive directors, including
termination payments

The full Terms of Reference of the
Remuneration Committee can be

found on the Company’s websit

www rotork com in the Investors Section
under corporate Governance -
Committees

This Report s presented to shareholders
by the Board and sets out the Board’s
remuneration policy and details of the
remuneration of each director The Audrtor
1s required to report on the information
concerning directors’ emolumants, lang
term incentive plan and other share
awards and pension disclosures

Committee Membership

The Remuneration Committee (‘the
Committee’) of the Board 1s currently
compnsed of three Independent non-
executiva directors, A Walker, IG King and
JE Nicholas (Code provision B2 1) The
Chairman and Chief Executive are invited
to attend the meetings of the Commuttee,
other than when their own remunaration
1s considered The Company Secrstary
participates in the Committee discusstons
and adwvises the Committee The
Commuttee makes recommendations

Report

as required to the Board on the Company's
framework of executive remuneration and
its costs and determines on the Board's
behalf the individual salanes and other
terms and condihions of employment for
the executive directors and the Chairman
{B 2.2} The Committea deterrnines the
terms of any discretionary share schemes
in which executive directors may be invited
to participate The Committee’s Terms of
Reference are available on the Company’s
website (B2 1)

Remuneration Policy

The Committes reviews remuneration
policy annually For the year under review,
the Board continued to consider that it
was cntical that the Company had
remuneration policies that enabled it to
motivate, retain and, when required, recruit
high quality management Levels of
remuneration should be sufficient o meet
these objectives but should not be
excessive In recommending the level of
remuneration for executive directors, tha
Committee took account of the size and
nature of the Company, including, in
particular, its market capitahsation, as well
as 1ts international scope and revenue and
made use of propnetary and other data
supplied by its independent remuneration
consultant and advisor
PncewaterhouseCoopers (‘PwC’)

Non-Executive Directors

A Audited Information

Pw{C's other connections with the
Company are imited to the provision

of actuanal advice for the Long Term
Incentive Plan (‘LTIP") calculations,
associated LTIP accounting advice and
a himited amount of other corporate
advice, the majonty of which in the year
under review, was due diigence work
for the Flow-Quip acquisition

The Committee considers It important
that a significant proportion of executive
directors’ potential total remuneration

1s performance related (B 1 1) This s
demonstrated by the percentage of basic
salary potentially payable as cash or share
awards under the annual cash bonus
scheme and LTIP respectively

Activities during the year

During the year the Gommittee received
salary and remuneration advice from ther
appointed adviser PwC for executive
directors and senior management The
Chief Executive provides comment and
recommendations on the remuneration
of the other executive directors (B 2 2)

Non-Executive Directors
Non-executive directors are offered
engagement agreements of usually
three years duration, subject to earlier
termination by either party on three
months’ notice, with no provision for any
compensation payment on termination

Notice
Name of Date of Notice penod from
non-executive lotter of penod from non-axecutive
director appomtment Company director
G King 15/2/2008 3 months 3 months
RC Lockwood 1172006 3 months 3 months
JE Nicholas 28/2/2008 3 months 3 months
A Walker 6/1/2006 3 months 3 months

The fees of the non-executive dirsctors, other than the Chairman, are determined by a
Board Comrmuttee of the Chief Executive and Chairman The fees of the Chairman are

determined by the Remuneration Committee
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Executive Directors

Name of Date of Notice Notice Contractual
executive service penod from pencd from retrernent
director contract Company director date
RH Arnold 28/5/2002 1 year 1 year 18/8/2016
Pl France 2/5/2008 1 year 1 year 6/4/2033
GM Ogden 1/1/2005 1 year 1 year 9/1/2017
RE Slater 1/6/1998 1 year 1 year 10/4/2011

Executive Directors’ Contracts of
Employment

RE Slater, RH Arnold, GM Ogden and Pl
France all have roling service contracts
with a one year notice peniod (B 1 6)
The most recent executive director service
contract containg provisions which hmit
payments on termination to basic salary
with employer nghts to require phased
payments For future executive director
appointments, the Board's intention wall
be to continue to hmit service contracts
to one year on a rolling basis

None of the executive directors has any
external directorships with the exception
of Pl France who Is a director of Bath
Educational Trust for which he receives
no fee

Executive Remuneration

The remuneration packages of each
indnidual director currently include basic
salary, an annual bonus, benefits in kind
{car and fuel, or car and fuel allowance,
and private medical insurance for
employee only), membership of the all
amployee Rotork Share Incentive Plan
('SIP’} or Overseas Profit-Linked Share
Scheme (‘OPLSS’), discretionary Rotork
LTIP and participation in a Rotork Group
pension scheme Further details of all
elements of each individual director’s
remuneration package are set out
elsewhere in this report Salary and
benefits including pension, car and fuel,
or car and fuel allowance, constrtute fixed
pay

LTIP Awards to executive directors in the
year under review were 100% of basic
salary, being the maximum level of award
under the plan rules as approved by
shareholders Following a review by the
Committee, for LTIP Awards from 2006

38

onwards shareholders agreed a reduction
to a vesting of 30% of the Award value for
median performance wittn the
comparator group A 100% vesting of the
Award 1s made for performance at or
above the 75th percentile with a pro-rata
vesting scale down to the median The
performance requirements for any and all
the award percentage to vest 1s explainad
on page 39

The Committee has recommendead and the
Board approved a revised executive share
retenticn policy The policy supports the
accumulation of signficant shareholdings
in the Company by executive directors and
other senior executives The current policy
requires executive directors to achieve a
minimum holding of ordinary shares in the
Company equivalent to 50% of ther basic
salary From the end of 2009 this minimum
holding will be increased to 150% of basic
salary for executive directors Executive
directors are required to make use of
vesting LTIP shares to meet this minimum
target

For the year under review, the Commitiee
considered that the comparator group of
companies continued to be the appropnate
prirmary measurement of performance as
supported by the Association of Briish
Insurers in its latest ‘Principles and
Guidelines on Remuneration’ document

In 2007, the Committee reviewed the
constituents of the comparator group and
brought in additional companies to raise
the number back up to twenty for future
grants as the number had reduced to
seventeen Certain companies were also
replaced with more suitable companies
where the nature of those companies’
businesses had changed over time so as
to no lenger make them suitable
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comparators The comparator group used
for awards 1s set out on the page opposite

Executive Bonus 2009

The executive annual cash bonus plan
applying in 2009 rewards increases in
profit, when compared with the average
profit over the three immediately preceding
years The plan additonally rewards high
levels of free cash generation and growth
in earnings per share together with the
achievement of budgeted targets For
2009 the total annual bonus payment was
capped at 100% of basic salary earned
dunng the year for the Chief Executive and
at 80% of basic salary for other executive
directors

The profit element of bonus will be
calcutated by reference to the smple
average profit in the three iImmediately
preceding years A sum equal to 1 5% of
salary will be awarded for each 1% growth
in profit when compared to such average
profit in the three preceding years up to a
maximum of 50% of basic salary

The earnings per share (‘EPS’) element of
bonus pays 1% of basic salary for each
1% growth in basic EPS to a maximum
payment of 10% of basic salary Where
EPS growth equals or exceeds 10% in a
year, the EPS figure equal to 10% growth
shal! be termed ‘the EPS maximum’ and
the base point for companson of the next
year's EPS bonus shall be the pnior year's
EPS maximum

A further maximum 10% of basic salary
1s payable as bonus based on free cash
generation as a percentage of earnings
before interest and tax (‘EBIT”) Free cash
generation being the net increase in cash
and cash equivalents, excluding
adjustments for interest or tax receipts or




payments, acquisitions or disposals of
businesses, cash flows from financing
activities or exceptional cash payments
These cash adjustments, where relevant,
are disclosed in the Consolidated
Staternent of Cash Flows on page 49
The maximum 10% bonus 1s achieved
where free cash generation equals 110%
of EBIT

Up to a maximum 10% of basic salary
will be payable on achievement of Group
budget EBIT This reduces by 1% for each
1% less than budget EBIT 1s achieved
down to 80% of budget EBIT from when
there s a nil payment

Following these changes for executive
directors other than the Chief Executive
their bonus payment shall be imited to
80% of basic salary The Chief Executive's
bonus shall be lrmited to 100% of basic
salary by applying the fraction 100/80 to
the amount of bonus percentage of basic
salary calculated for other executive
directors in any year

Rotork Long Term Incentive Plans A
The LTIP 15 a performance, share or cash
unit plan under which shares or cash units
are conditionally allocated to selected
members of senior management at the
discretion of the Committee on an annual
basis No shares or cash umits will normaily
be released to participants unless they are
still in the Group's service following
completion of the relevant full performance
penod and the Company’s relative Total
Shareholder Return (‘TSR’) agamnst a
comparator group of companies places it
in at least the 50th percentile position n
the comparator group at the end of the
relevant performance penod TSR
measures the change in value of a share
and reinvested dividends over the penod
of measurement The actual number of
shares or cash units transferred will be
determined by the number of shares or
cash units imtially allocated multiplied by
a vesting percentage which for Awards
granted from 2006 1s 30% at the 50th
percentile nising to 100% at the 75th
percentile with each percentile position
above the 50th adding 2 8% to the vesting
percentage

Rotork Long Term Incentive Plans &

Qutstanding Qutstanding

share or Share or share or

cash unit cash umit Share or cash unit

Awards Awards cash unit Awards

made to made Awards at 31

1 January dunng vasting In Lapsed December

2009 2009+ 20092 n 2009 2009

RH Arnold? 85,570 31,530 (49,608) - 67,494
Pl France 70124 46,113 (23,382) - 92,855
GM Ogden 81,633 23,057 (46,307) - 58,383
RE Slater 103,946 28,986 {59,166) - 73,766

1 All awards were granted on 4th March 2009 The market price of shares in the Company used to calculate

the award was £7 56
2 The 2005 and 2006 LTIP Awards vested at 100%

3 RH Arnold a Urnrted States citizen and resident was awarded shares in the 2009 award and cash units of
a monetary value equivalent to share awards under the LTIP in previous awards

A three year performance penod applies to
Awards granted from 2006

(LTIP Awards stll outstanding at the time
of publication of this report made to
axecutive directors are set out above)

The Company's EPS is also monitored
during the relevant performance period to
ensure it meets a minimum average annual
growth equal to the nse in the Retail Price
Index (‘RPI") plus 2% per annum Failure
to meet this RPI plus 2% per annum
requirement will result in il vesting The
relative TSR aganst a comparator group
performance measure was chosen as it
enabled the Committee to select a
comparator group constdered to be
sufficiently challenging given the histonc
performance of the Company
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The LTIP grant comparator group of

companes used are

Bodycote plc
Brammer plc

BSS plc

Charter pic
Cookson plc

Halma plc

M| ple

Invensys plc

Laird plc

Meggitt plc

Morgan Crucible plc
Renishaw plc
Senior plc

Smuth Group ple
Spectns plc
Sparax-Sarco Engineenng ple
TT Electrenics plc
Volex plc

Weir Group plc

3
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Free SIP and OPLSS Share Awards to Executive Directors a

Awards in Total Awards held
2009 2008 2009 2008
RH Arnold 350 763 1,161 1,778
Pl France 350 286 3,591 3,241
GM Ogden 350 286 3,771 3,421
RE Slater 350 286 3,933 3,583
Directors’ Emoluments (2000) for Directors in office at 31/12/09 a
Salary Pension 2009 2008
and fees Bonus Benefits* Supplement Total Total
Executive directors

RH Arnold® 209 166 17 - 302 301
Pl France? 350 348 17 51 766 550
GM Ogden 175 139 17 - 331 273
RE Slater 220 175 17 - 412 342

Non-executive directors
1G King 40 - - - 40 33
RC Lockwood 100 — - - 100 90
JE Nicholas 38 - - - 38 26
A Walker 38 - - - 38 36
1,170 828 68 51 2,117 1,651

1 RH Arnold 1s paid in US dollars

2 Pl France is subject to the Rotork p | ¢ Pension and Life Assurance Scheme specific salary cap In consideration of this imiation on his benefits under the
Scheme he receives a monthly cash sum equal to 22 5% of that part of his basic salary above the Scheme's specific cap on an annuahised basis
* Thaese columns include the cash value on allocaton of SIP and OPLSS share Awards as appropnate

Share Awards to Executive Directors A
in common with all eligible employees,
UK based executive directors receive an
entitlement to ordinary shares under The
Rotork Share Incentive Plan (*SIP’} which
1s approved by Her Majesty's Revenue
and Customs {{HMRC") Under the SIP
and Rotork Overseas Profit-Linked Share
Scheme (‘OPLSS’) an aggregate total of
up to 5% of profits are distributed to
employees each year in the form of
ordinary shares The distnibution s
calculated by reference to years of service
and the beneftcial Interests of the
executive directors at 31 December
included crdinary shares held under the
SIP and the OPLSS in trust as shown in
the table below Detalls of total free share
Awards under the SIP and OPLSS and
Awards made to executive directors in
2009 and the pnor year are set out above
Free shares awarded to all three UK
axecutive directors under the SIP are

a0

subject to the HMRC upper lirmit of £3,000
by value This hmit also applies to RH
Arnold under the QPLSS from 2009
onwards Additionally RE Slater has
purchased ‘partnership’ shares under the
SIP His SIP parinership holdings as at 31
December 2009 wers 1,746 ordinary
shares

RH Arnold, in common with other eligible
overseas employees, participates 1n the
OPLSS The scheme trustee 15 based in
Jersey, Channel Islands The figure shown
for RH Arnold relates solely to OPLSS

UK based executive directors, in common
with other eligible UK employess, have the
opportunity to invest in the HMRC
approved Rotork Sharesave Scheme

RE Stater, GM Ogden and Pl France
participate in the Scheme RE Slater was
granted 5,170 share options on 8 October
2004 at an option price of £3 196 under
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the Schems, which he exercised on 30
November 2009 P| France was granted
3,484 share options on 5 October 2005 at
an option pnce of £4 62 On 1 December
2007 GM Ogden was granted 2,071 share
options undar the Rotork Sharesave
Scheme at an option price of £8 11 These
options are all exercisable five years from
grant The exercise perod 1s six months
duration after which the options lapse

The only other changes in the directors’
interest post year-end relate to shares
purchased by the UK based directors
monthly under the Rotork SIP partnership
plan to a maximum £125 per month

Save as disclosed, no director or his family
had any interest in the shares of the
Company at 31 December 2009




Total Shareholder Return

A graph showing the value, by 31
December 2009, of £100 invested in
Rotork p I ¢ on 1 January 2005 compared
with the value of £100 invested in the
FTSE Industnal Engineenng Sector Index
1s shown below The other points plotted
show values at intervening financial
year-ends The graph measures the
Company's performance against other
companies In the FTSE Industnal
Engineenng sector by showing the TSR
on a holding of ordinary shares in the
Company compared with the average
total shareholder return of other
companies in its sector beng the sector
within which the Company 1s quoted on
the London Stock Exchange and which
1s therefore considered the most
appropnate index over the five year
penod to 31 December 2009
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Interests in Shares

The intarests of the directors 1n the
ordinary share capital of the Company, at
31 December were as follows, see table
below

Interests in Shares

All interasts were beneficial and include
directors' directly held and family share
interests and in total represent less than
1% (2008 less than 1%) of voting shares
of the Company

2009 2008
Number Number
RH Arnold 18,659 18,270
Pl France 34,635 20,490
GM Ogden 17,249 18,653
RE Slater 93,585 59,439
A Walker 8,500 8,500
1G King 5,000 -
RC Lockwood - -
JE Nicholas - -
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Remuneration Report continued

Pension Disclosuras required under
The Listing Rules of The Financial
Services Authonty

The table opposite shows the executive
directors’ entitlements earnad dunng the
year {net of inflation) and the accumulated
entitlement at the year-end

The table opposite shows the executive
directors' entittements earned during the
year and their value at the start and end of
the year

a2

Pension disclosures required under the Companies Act 2006 A

Age at Increase in Accurmulated

31 12.2009 accrued accrued

pension avar pension at

the year 31 12 2009

{Note 1) (Note 2}

£ £

GM Ogden 52 9,220 73,425

RE Slater 58 15,365 131,234

Pl France 41 3,303 40,923

RH Arncld 58 {(1,335) 96,580
Notes

1 The figures shown for the increase in accrued pension over the year exclude any increase for inflation
2 The accumulated accrued pension Is that which would be pard annually on retirement from normal
pension age, based on service to 31 December 2009
3 Alump sum death benefit of 4 tmes basic annual salary 1S payable on death in service
4 Adependant s pension of one-half of prospective pensian 1s payable on death in service, and of one-half

of pre-commutation pension on death in retirement
Post-retrement ncreases are appled at the raie of increase of the Index of Retad Prices up to a maximum

(4]

of 5% per annum, except that for pension benefits in respect of pensionable service up to 15 May 2000
the munmum inflationary increase 1s 4 5% per annum
& PiFrance's Pensionable Salary used to calculated benefits in the defined benefit scheme 15 restnicted to a
Scheme specific earmings cap which 1s currently £117 600
7 The figures shawn for RH Arnold are in respect of his membership of the Rotork Controls Ing pension
scheme and a supplemental executive retirement plan so that, in aggregate, the pension arrangements for
RH Arncld will provide a pension of at least 60% of uncapped basic salary at age 65

Pension disclosures required under the Companies Act 2006 A

Increase in

accrued Transfer Transfer
pension value of valuve of Increase in
during accrued accrued transfer
the year P at p at value over
[Note 1) 311208 31 12.09 the year
£ £'000 £'000 £'000
GM Ogden 9,412 1,517 1,672 155
RE Slater 15,712 3,240 3,643 303
Pl France 3,416 591 616 25
RH Arnold (1.042) 1,239 1,238 {1}

Netes

1 The figures shown for the increase in acerued pension over the year Incorporate the increase for inflation

2 The transfer values have been calculated in accordance with the Actuanal Guidance Note GN 11
pubhshed by the Board for Actuarial Standards

3 The decrease in accrued pension and the decrease i transfer value over the year for RH Arnold are due to
maovements in the US dollar relative to sterling In US dollars, the accrued pension for RH Arnold increased
frarm $141,276 pa at 31 December 2008 ta $155,975 pa at 31 December 2009 and the transfer value
ncreased from $1,793 000 at 31 December 2008 to $1,999,000 at 31 December 2008 The transfer value
of accrued pension for RH Arnold reflects the bensfits provided by the US scheme togather with a US
valuation of these benefits and 1s therefora not directly comparable with the transfer values for directors mn

the UK scheme
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Report of the Directors

The directors submit their report which
incorporates the management report
required under the Disclosure and
Transparency rules for isted compantes
and the audited accounts for the year
ended 31 December 2008 as set out on
pages 46 to 90 In compiling this report,
the directors have consulted with the
management of the Group

Principal Activities

Rotork p 1 ¢ 1s a holding company The
principal activities of the Rotork Group are
the design, manufacture and support of
actuators, systems and related products
worldwide

The Rotork Group provides a range of
products, systems and services for the
motonsation and manual operation of and
adaption to industrial valves and dampers
for 1solation duty and process control
applications It does this through its Controls,
Gears and Fiud Systems divisions
Actuated valves are major control
elements In refinenes, pipelines, power
stations, water distnbution systems and
effluent treatment plants and in all industnes
in which quids or gases are transported
through pipes A summary of the principal
subsidianes and branch offices of the
Group are set out on pages 94 and 95

The Business Review of the Group 15 set
out on pages Bto 28 It provides a
balanced and comprehensive analysis of
the development and performance of the
business dunng the year under review and
the position at the end of the year,
including the future development of the
business and information about
environmental matters, the Company’s
employees and social and community
1ssues The review contains analysis using
financial and non-financial key
performance indicators

In November 2009, the Group acquired the
business and assets of Flow-Quip
Controls, Inc (‘Flow-Quip’) Details of the
transaction are provided In note 3 to the
Accounts

The principal nsks and uncertainties facing
the Group and the Group’s approach to
mibgating those nsks are set out on pages
22 and 23

Dividends

The directors recommend a final dividend
of £14,943,000 for the year, payable on 7
May 2010 to shareholders on the register
on 9 Apni 2010 This represents 17 25p

per ordinary share (2008 16 75p} An
intenm dividend of 11 15p per ordinary
share (2008 9 25p) was paid on 25
September 2009

Share Capital

Details of the ordinary shares issued
during 2009 are given in note 16 Details of
the Company’s share capital including
nghts and obligations attaching to each
class of share are set out in note 16 of the
financial statements 5p orcinary shares
reprasent over 99 9% of the Company’s
total share capital £1 preference shares
represent less than 0 1% of the
Company's total share capital

The Company's Articles of Association
contain customary restnctions on the
transfer of shares as applicable only n
certain imited circumstances (e g n
refation to transfers to a minor) Save for
those provisions there are no restrictions
on the transfer of ordinary shares in the
caputal of the Company other than certain
restrictions which may be required from
bime to time by law, for example, nsider
trading law In accordance with the Model
Code which forms part of the Listing Rules
of the Financial Services Authonty (as
adopted by the Company) certain directors
and employees are required to seek the
pnor approval of the Company to deal In
its shares

The Company is not aware of any
agreements between shareholders that
may result in restrichions on the transfer of
secunties and/or voting nghts The
Company’s Articles of Association contan
limited restnctions on the exercise of
voting nghts {& g n relation to
disenfranchised shares following the 1ssue
of a notice to shareholders under section
793 Companies Act 2006)

The Company’s Articles of Assocration
may only be amended by special
resolution at a general meeting of
shareholders

The Compary 1s not aware of any
significant agreements to which 1t 1s party
that take effect, alter or terminate upon a
change of controi of the Company
following a takeover

Employee Share Schemes

Shares in the Company’s share schemes
all contain provisions providing voting
nghts to the scheme Trustee
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Notification of Major Interest in Shares
Since the 2008 Directors’ Report the
Company has been notified of major
interests and votung nghts {held directly
and/or indirectly) by the following

% of Voting Rights

Legal & General 3
Aegon UK Group of Companies 5
BlackRock Investments 10

Research & Development

Total Group expenditure on research &
development m the year was £3,557,000
(2008 £3,552,000) further details of which
are contaned in the Business Review on
pages 10and 11

Chantable Donations

Dunng the year the Company made
chantable donations of £87,000 (2008
£71,000)

There were no political donations made in
the year or the pnior year

Directors

The names of the directors In office dunng
the year end and thewr biographical and
other detalls tncluding the other significant
commitments of the Charrman are as
shown on pages 30 and 31 The interests
of the directors in office at the end of the
financial year in the shares of the
Company are as shown in the
Remuneration Report on pages 37 to 42

RE Slater, RH Arnold, GM Ogden and Pl
France have service agreements and
detatls of these are contained in the
Remuneration Report on pages 37 to 42

The Company’s procedure with regard to
the appointment and replacemerit of
directors and those powers reserved for
the Board 1s described in the Corporate
Governance Report on pages 32 to 36

At the Annual General Meeting (‘AGM'},

In accordance with the Articles of
Association, 1G King and Pl France will
retire by rotation and, being eligible, will
offer themselves for re-etection JM Davis
will also be subject to election at the AGM,
it being the first opportunity to do so
following his appointment as a director on
1 April 2010 As previously announced,
RE Slater will resign his directorstup on

31 March 2010
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Report of the Directors continued

Financial Instruments

An explanation of the Group policies on
the use of financial nstruments and
financial nsk management objectives are
contained 1n note 25 to the accounts

Statemnent of Directors’ Responsibiiity
for Preparing the Annual Report and
The Financial Statements

The following statement, which should be
read in conjunction with the audrtors’
Statement of Auditors’ Responsibilities,
included in the audit report, 15 made with
a view to distingwishung for shareholders
the respective responsibilittes of the
directors and of the auditors in relation
to the financial statements

The directors are responsible for preparnng
the Annual Report and the Group and
Company financial statements in
accordance with applicable law and
regulations

Company law requires the directors to
prepare Group and Company financial
statemaents for each financial year Under
that law they are required to prepare the
Group financial statements in accordance
with IFRSs as adopted by the EU and
applicable law and have elected to prepare
the Company financial staterments in
accordance with UK Accounting
Standards and applicable law {UK
Generally Accepted Accounting Practice)

Under company law the directors must not
approve the financial statements unless
they are satisfied that they give a true and
fair view of the state of affars of the Group
and Company and of their profit or loss for
that penod In prepanng each of the Group
and Company financtal statements, the
directors are required to

* select suitable accounting policies and

then apply them consistently,

+ make judgments and estimates that
are reasonable and prudent,
for the Group financial statements,
state whether they have been prepared
in accordance with [FRSs as adopted
by the EU,
for the Company financial statements,
state whether applicable UK
Accounting Standards have been
followed, subject to any matenal
departures disclosed and explained in
the Company financial statements, and
prepare the financial statements on the
going concern basis unless iti1s
inappropnate to presume that the
Group and the Company will continue
In business

431

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the
Company's transactions and disclose with
reasonable accuracy at any time the
financial position of the Company and
enable them to ensure that ts financial
statements comply with the Companies
Act 2006 They have general responsibility
for taking such steps as are reasonably
open to them 1o safeguard the assets of
the Group and to prevent and detect fraud
and other megulanties

Under applicable law and regulations, the
directors are also responsible for prepanng
a Directors’ Report, Directors'
Remuneration Report and Corporate
Governance Statement that complies with
that faw and those regulations

Directors Statement Pursuant to the
Disclosure and Transparency Rules
Each of the directors, whose names and
functions are listed on pages 30 and 31
confirm that, to the best of each person’s
knowledge and belief
+ the financial statements, prepared in
accordance with the apphcable set of
the accounting standards, give a true
and farr view of the assets, llabilities,
financial position and profit of the
Group and Company, and
+ the directors’ report mcludes a far
review of the devalopment and
performance of the business and the
position of the Group and Company,
together with a descnption of the
principal nsks and uncertainties that
they face

The directors are responsible for the
mamtenance and integnty of the corporate
and financial information included on the
Company's website Legislation in the

UK governing the preparation and
disseminaticn of financial statements may
diffar from legislation in other junsdictions

Going Concern

The Company has considerable financial
resources, together with business
operations across a number of different
sectors and geographic areas Asa
consequence, the directors believe that
the Company I1s well placed to manage its
business nsks successfully Therefore the
directors have a reasonable expectation
that the Company has adequate resources
to continua In operational existence for the
foreseeable future Accordingly they
continue to adopt the going concern basis
in prepanng the annual financial statements
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For further nformation regarding the
Company's objectives, policies and
processes for managing its caprtal, s
financial nsk management objectives,
details of its financial instruments and
hedging activities, and 1ts exposures to
credit nsk and hiquidity nsk, see note 25

Creditor Payment Policy

While there 1s no formal code or standard,
it 1s Company and Group policy to settle
terms of payment with creditors when
agreeing the terms of each transaction and
to abide by creditors’ terms of payment
provided that the supplier s also complying
with all relevant terms and condittons
There are no creditors subject to special
arrangements outside supphers’ terms and
condittons The Company does not have
any trade supphers so that a creditor day
payment panod 1s not appropnate

Directors' and Officers’ Indemnity
Insurance

Subject to the prowvisions of the
Companies Acts the Company's Articles
of Association provide for the directors
and officers of the Company to be
approprately ndemnified The Company
purchases and mamntans insurance for the
directors and officers of the Company in
undertaking their duties, in accordance
with section 233 Companmes Act 2006

Disclosure of Information to Auditors
The directors who held office at the date of
approval of this Directors’ Report confirm
that, so far as they are each aware, there 1s
no relevant audit information of which the
Company's auditors are unaware, and
each director has taken all the steps that
he ought to have taken as a director to
make himself aware of any relevant audit
infformation and to establish that the
Company's auditors are aware of that
information

Auditors

Resolutions to re-appoint KFMG Audit Plc
as auditors and to authonse the directors
to determine therr remuneration are to be
proposed at the forthcoming AGM

Annual General Meeting

The AGM of the Company will be held at
the Company's offices at Rotork House,
Brassmill Lane, Bath BA1 3JQ on Fnday,
23 Apnl 2010 at 12 noon A separate
circular contaiming the Notice of the
Meeting 1s sent to shareholders with this
Annual Report & Accounts

On behalf of the Board
Stephen Rhys Jone#’@v ”~.
Secretary —



Independent Auditors' Report

to the members of Rotork p | C

We have audited the financial statements
of Rotork p | ¢ for the year ended 31
December 2009 set out on pages 46 to 80
The financial reporting framework that has
been applied in the preparation of the
Group financial statements 1s applicable
law and International Financial Reporting
Standards ('IFRSs') as adopted by the EU
The financial reporting framewoerk that has
been applied in the preparation of the
parent Company financial statements 1s
applicable law and UK Accounting
Standards (UK Generally Accepted
Accounting Practice}

This report 1s 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 to the Company's members those
matters we are required to state to them
in an auditors’ report and for no other
purpose To the fullest extent permitted
by law, we do not accept or assume
responsibility to anyone other than the
Company and the Company's members,
as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors
and auditors

As explained more fully in the Directors'
Responsibilities Statement set out on page
44, the directors are responsible for the
preparation of the financial statements and
for being satisfied that they give a true and
fair view Our responsibility 15 to audit the
financial statements in accordance with
applicable [aw 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 descnption of the scopa 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 opimion

» the financial statements give a true and
farr view of the state of the Group’s and
of the parent Company’s affairs as at
31 December 2009 and of the Group's
profit for the year then endeq,

+ the Group financial statements have
been properly prepared in accordance
with IFRSs as adopted by the EU,

* the parent Company financial
statements have been properly
prepared in accordance with UK
Generally Accepted Accounting
Practice,

* the financial statements have been
prepared In accordance with the
requirements of the Companies Act
2006, and, as regards the Group
financial statements, Article 4 of the
1AS Regulation

Opmion on other matters prescribed by

the Companies Act 2006

In our opinion

* the part of the Directors' Remuneration
Report to he audited has been properly
prepared in accordance 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 financial
statements, and

¢ the information given in the Corporate
Governance Statement set out on
pages 32 to 36 with respect to internal
control and risk management systems
in relation to financial reporting
processes and about share captal
structures 15 consistent with the
financial staternents

Matters on which we are required to

report by exception

We have nothing to report in respect of the

following

Under the Companies Act 2006 we are

required to report to you if, in our opiion

¢ 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
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¢ the parent Company financial
statements and the part of the
Directors' Remuneration Report to be
audited are not In agreement with the
accounting records and returns, or

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

« we have not received all the
information and explanations we
require for our audit, or

+ a Corporate Governance Statement
has not been prepared by the
Company

Under the Listing Rules we are required

to review

+» the directors' statement, set out on
page 44, in relation to going concern,
and

» the part of the Corporate Governance
Statement on page 32 relating to the
Company's compliance with the nine
provisions of the June 2008 Combined
Code specified for our review

AC Campbell-Orde
(Semor Statutory Auditor)

for and on behalf of KPMG Audit Plc,
Statutory Auditor

Chartered Accountants
100 Temple Street
Bristal

BS1 6AG

1 March 2010




Consolidated Income Statement

for the year ended 31 December 2009

2009 2008
Notes £000 £000
Revenue 2 353,521 320,207
Cost of sales (187,600) {176,046)
Gross profit 165,921 144,161
QOther income 4 688 42
Distnbution costs (3,428) (3,535)
Administrative expenses {71,585} (65,697)
Other expenses 5 (59) 82
Operating profit before the amortisation of acquired intangible
assets and the disposal of property 92,103 76,014
Amortisation of acquired intangible assets {1,153) (1,125}
Disposal of property 587 -
Operating profit 2 91,537 74,889
Financial income 7 5,784 7,073
Financial expenses 7 (6,405) {6,211)
Profit before tax 8 90,916 75,751
Income tax expense 9 {26,884) (22,331)
Profit for the year 64,032 53,420
Pence Pence
Basic earnings per share 17 742 620
Diluted earnings per share 17 739 616
Consolidated Statement of
Comprehensive Income
for the year ended 31 December 2009
2009 2008
£000 £000
Profit for the year 64,032 53,420
Other comprehensive ncome
Foreign exchange translation differences (11,928} 23,824
Actuanal (oss)/gan in pension scheme (15,547) 1,290
Movement on deferred tax relating to actuanal loss/(gain) 4,257 {161)
Effective partion of changes in fair value of cash flow hedges, net of tax 5,046 (4,719)
Income and expenses recognised directly in equity (18,172) 20,234
Total comprehensive income for the year 45,860 73,654
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Consolidated Balance Sheet

at 31 December 2009

2009 2008
Notes £000 £000
Non-current assets
Property, plant and equipment 10 23,521 23,868
Intangible assets 11 40,780 39,696
Deferred tax assets 12 11,631 10,925
Other receivables 14 1,119 1,137
Total non-current assets 77,051 75,626
Current assets
Inventones 13 46,712 59,410
Trade receivables 14 83,791 63,694
Current tax 14 1,818 1,752
Dervative financial instruments 22 942 -
Other recevables 14 6,197 5,578
Cash and cash equivalents 15 78,676 41,390
Total current assets 188,136 171,824
Total assets 265,187 247,450
Equity
Issued equity capital 16 4,330 4,325
Share premium 7,033 6,666
Reserves 14,406 21,288
Retained earnings 140,402 112,117
Total equity 166,171 144,396
Non-current iahilihes
Interest bearing loans and borrowings 18 162 180
Employes benefits 19 22,549 8,637
Deferred tax habilities 12 1,970 2,808
Denvative financial mstruments 22 127 1,686
Provisions 20 1,664 1,660
Total non-current habilities 26,472 14,979
Current labiities
Interest beanng loans and borowings 18 104 157
Trade payables 21 26,350 32,803
Employee benefits 19 7,252 7,001
Current tax 21 9,768 12,197
Denvative financial instruments 22 1,130 5,624
Cther payables 21 24,690 26,781
Provisions 20 3,250 3,512
Total current liabilities 72,544 88,075
Total habihties 99,016 103,054
Total equity and habilities 265,187 247,450
These financial statements were approved by the Board of Directors on 1 March 2010 and were signed on its behalf by
Pl France and RE Slater, Directors
o
ROTORK PL € Annual Report & Accounts 2009 47

Sitauialels [eldueuy



Consolidated Statement of Changes in Equity

Issued Capital
aquity Share  Translaton redemption Hedging Retained
capital premium raserve reserve reserve earmings Total
Balance at 31 December 2007 4,323 6,519 1,085 1,639 (544) 89,430 102,452
Profit for the year - - - - - 53,420 53,420
(Other comprehensive ncome
Foreign exchange translation
differences - - 23,824 - - - 23,824
Effective portion of changes in
far value of cash flow hedges - - - - (4,719 - (4,719
Actuanal gains on defined benefit
pension plans net of tax - - - - - 1,129 1,129
Total other comprehensive income - - 23,824 - 4,719) 1,129 20,234
Total comprehensive Income - - 23,824 - (4,719) 54,549 73,654
Transactions with owrners, recorded
directly in equity
Equrty settled share-based payment
transactions net of tax - - - - - (2,419) {2,419)
Share options exercised by employees 147 - - - - 149
Own ordinary shares acquired - - - - (3,518) (3.518)
Own ordinary shares awarded
under share schemes - - - - - 4,050 4,050
Preference shares redeemed - - - 3 - (5) (2)
Dividends - - - - - (29,970) (29,970}
Balance at 31 December 2008 4,325 6,666 24,909 1,642 (5.263) 112,117 144,396
Profit for the year - - - - - 64,032 64,032
Other cormnprehensive income
Foreign exchange translation differences - - {11,928} - - - {11,928)
Effective portion of changes in fair
value of cash flow hedges - - - - 5,045 - 5,046
Actuanal losses on defined benefit
pension plans net of tax - - - - - (11,2090) {11,290)
Total other comprehensive income - - {11,928} - 5,046 {11,290} {18,172)
Total comprehensive Income - - (11,928) - 5,046 52,742 45,860
Transactions with owners, recorded
directly in equity
Equity settled share-based payment
transactions net of tax - - - - - 48 48
Share options exercised by employees 5 367 - - - - 372
Own ordinary shares acquired - - - - - {3,700) {3,700)
Own ordinary shares awarded
under share schemes - - - - - 3,297 3,297
Dividends - - - - - {24,102) {24,102}
Balance at 31 December 2008 4,330 7,033 12,981 1,642 {217) 140,402 166,171

Detalled explanations for equity capital, translation reserve, capital redemption reserve and hedging reserve can be seen in note 16
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Consolidated Statement of Cash Flows

for the year ended 31 December 2009

2009 2009 2008 2008
Notes £000 £000 £000 £000
Cash flows from operating activities
Profit for the year 64,032 53,420
Adjustments for
Amortisation of intangibles 1,153 1,125
Amortisation of developmant costs 402 352
Depreciation 3,649 3,281
Equity settled share-based payment expense 872 718
(Profityloss on sale of property, plant and equipment (598) 25
Fmancial ncome {5,784) (7,073)
Financial expenses 6,405 6,211
Income tax expense 26,884 22,331
96,915 80,390
Decrease/(Increase) in inventories 98,680 (8,621}
Decrease/(Increase) in trade and other recewables 5,967 {4,293}
{Decrease)/increase in trade and other payables {4,032) 5,955
Difference between pension charge and cash contnbution {1,350) {823)
(Decrease)/increase in provisions (257) 1,554
Increase/{decrease) In other employee benefits 272 (299)
107,195 73,863
Income taxes paid {27,548) (22,547)
Cash flows from operating activities 79,647 51,316
Investing activihes
Purchase of property, plant and equipment {4,238) (4,353)
Purchase of intangible assets - (666)
Development costs capitalised (768) 817)
Sale of property, plant and equipment 208 a0
Acquisition of businesses, net of cash acquired (4,892} (12,714}
Interest received 270 564
Cash flows from investing activities (8,720) (17,896}
Financing activities
Issue of ordinary share capital 372 149
Purchase of ordinary share capital (3,700) (3,518)
Purchase of preference shares treated as debt - (5)
Interest paid {(176) (294)
Repayment of amounts borrowed 27 (82)
Repayment of finance lease labilities (94) (87)
Dividends paid on ordinary shares (24,102) (29,970)
Cash flows from financing activities {27,727} (33,807)
Net increasefidecrease) in cash and cash equivalents 43,200 {387)
Cash and cash equivalents at 1 January 41,390 38,253
Effect of exchange rate fluctuations on cash held {5,914) 3,524
Cash and cash equivalents at 31 December 15 78,676 41,390
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Notes to the Group Financial Statements

for the year ended 31 December 2009

Except where indicated, values in thase notes are in £000

Rotork p L ¢ 1s a Company domiciled tin England The consolidated financial statements of the Company for the year ended

31 December 2009 compnse the Company and its subsidianes (together referred to as the 'Group’) The accounting policias contained
below in note 1 and the disclosures in notes 2 to 29 all relate to the Group financial statements The Company balance sheet can be
found following note 29 As the Company has elected to continue reporting under UK GAAP, the apphcable accounting policies are
contained in note a, and notes b to k relate to the Company’s financial statements

1 Accounting policies
The accounting policies applied in the preparation of these consohdated financial statements are set out below These policies have
been consistently applied to the years presented, unless otherwise stated

Basis of preparation

The consolidated financial statements of Rotork p1 ¢ have been prepared and approved by the directors in accordance with
International Financial Reporting Standards as adopted by the European Union ('IFRSs’ as adopted by the EU}, IFRIC Interpretations
and the Companies Act 2006 apphicable to companies reporting under IFRS

The consolidated financial statements have been prepared under the histoncal cost convention subject to the items referred to in the
derivative financial instruments accounting policy below

New, revised or changes to existing standards in 2009 which have been adopted by the Group
IAS1 (revised) ‘Presentation of financial statements’ became effective on 1 January 2009 The revision has resulted in minor changes to
the presentation of the pnmary statements

IFRS B 'Operating segments’, became effective on 1 January 2008 The new standard has not required any significant changes to
segmental reporting from that reported in 2008

1AS23 ‘Borrowing costs’ amendment becarne effective on 1 January 2009 and requires borrowing costs which meet certain cntena to
be capitalised The Group does not currently have any matenal botrowings or interest costs

Amendments to IAS32 ‘Presentation’, IAS38 'Financial instruments’, IFRS2 ‘Share-based payment’, IFRS7 ‘Financial instruments
Disclosures' and 1AS27 ‘Consolidated and separate financial statements’ became effective in 2009 and did not have a matenal impact
on the Group

Interpretations which became effective in 2009
No interpretations which became effective in 2009 were relevant to the Group

Standards, amendments and iterpretations to existing standards that are effective and have not been early adopted by the Group
IFRS3 ‘Business combinations {revised)’, will be adopted from 1 January 2010 and will result in future acquisition costs being expensed
The policy up until 31 December 2009 was to include the acquisthion costs n the cost of the nvestment The change 1s not expected to
have a matenal impact on the financial statements

Recent accounting developments

Standards, amendments or interpretations which have been 1ssued by the International Accounting Standards Board or by the IFRIC
which have not yet been adopted are not expected to have a matenal impact on the Group Subject to endorsement by the European
Urneon, these standards, amendments or interpretations will be adopted in future penods

Going concern

The Group has considerable financial resources together with a significant order book, with customers across different geographic areas
and industnes As a consequence, the directors believe that the Group 15 well placed to manage its business risks successfully despite
the current uncertain economic outlook

The drrectors have a reasonable expectation that the Group has adequate resources to continue in cperational existence for the
foreseeable future Thus they continue to adopt the going concern basis in prepanng the annual financial statements

a0 ROTORK PL C Annual Repor! & Accounts 2009




1 Accounting policies (continued)

Consolidation

The consolidated financial statements incorporate the financial statements of the Company and its subsidianes for the year to 31 December
2009 The financial statements of subsidianes are included in the consolidated financial statements from the date that control commences
until the date control ceases Intragroup balances and any unrealised gains or losses or income and expenses ansing from intragroup
transactions are eliminated in prepanng the consolidated financial statements

Foreign currencies

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction Monetary assets and
habilites denominated in foreign currencies at the balance sheet date are translated to sterling at the foreign exchange rate ruling at that
date Foreign exchange differences ansing on transtation are recognised in the iIncome statement Non-monetary assets and habilities that
are measured In terms of histoncal cost in a foreign currency are translated using the exchange rate at the date of the transaction Non-
monetary assets and liabiliies denominated in foreign currencias that are stated at far value are translated to sterling at foreign exchange
rates ruling at the dates the values were determined

Assets and habilibes of foreign subsidianes, including goodwaill and farr value adjustments ansing on consolidation, are translated into
sterling at rates of exchange ruling at the balance sheet date The revenues and expenses of foreign subsidiaries are translated to sterling
at rates approximating those ruling at the date of the transactions Differences on exchange ansing from the retranslation of the opening net
investment in subsidianes, and from the translation of the results of those subsidianes at average rate, are recogrused directly in equity

Any differences that have ansen since 1 January 2004, the date of transibion to IFRS, are presented as a separate component of equity
Translation differences that arose before the date of transition to IFRS in respect of all foreign entities are not presented as a separate
component

Revenue

Revenue from the sale of goods is recognised in the income statement when the significant nsks and rewards of cwnership have been
transferred to the buyer in accordance with the contracted shipping tarms Revenue from services rendered 1s recognised in the income
statement in proportion to the stage of completion of the transaction at the balance sheet date The stage of completion 1s assessed

by reference to surveys of work performed No revenue Is recognised if there are significant uncertainties regarding recovery of the
consideration due, associated completion costs, the possible return of goods or continuing management involvement with the goods

Intangible assets

1} Goodwiil

Goodwill represents amounts ansing on acquiston of subsicdianes In respect of acquisitions that have cccurred since 1 January 2004,
goodwill represents the difference between the cost of the acquisition and the farr value of the net identifiable assets acquired Negative
goodwill arnsing on acquisrions would be recognised directly in the income statement

In respect of acquisitons prior to this date, goodwill 1s included on the basis of its desmed cost, which represents the amount recorded
under UK GAAP on transtion The classification and accounting treatment of business combinations that occurred pror to 1 January 2004
has not been reconsidered in prepanng the Group’s opening IFRS balance sheet at 1 January 2004

Goodwill Is stated at cost or deemed cost less any impairment logses The camying value of goodwill is reviewed at each balance sheet
date and 1s allocated to cash-generating units {{CGU’) An impairment loss I1s recegnised whenever the carrying value of an asset or its
CGU exceeds s recoverable amount Impaiment losses are recogrused in the iIncome statement

i} Research & development

Expenditure on research actvities, undertaken with the prospect of gaining new scientific or technical knowledge and understanding,

1S recognised in the Income statement as an expense as incumed Development costs incurred after the point at which the commercial
and techrical feasibility of the product have been proven, and the decision to complete the development has been taken and resources
made available, are capitalised The expenditure capitalised includes the cost of matenals, direct labour and an appropriate proportion of
overtheads Capitalised development expenditure 1s stated at cost less accumulated amortisation and imparment losses Development
expenditure has an estimated useful Iife of five years and 1s wntten off on a straight-line basis

i} Other intangible assels

Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and impairment losses The
usefu! Iife of each of these assets 1s assessed based on discussions with the management of the acquired business and takes account of
the differing natures of each of the intangibles acquired The assessed useful lives of intangibles acquired se far range from one year for
order backlog at acquisition to 15 years for long-standing customer relationships Amortisation 1s charged on a straight-line basis over the
estimated useful Iife of the assets
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

1 Accounting policies {continued)

Property, plant and equipment

Freehold land i1s not depreciated Long leasehold buildings are amortised over 50 years or the expected useful Iife of the building where
less than 50 years Other assets are depreciated by equal annual instalments by reference to their estimated useful lives and residual
values at the following annual rates

Freehold bulldings 2% t0 4%
Short Jeasehold bulldings penod of lease
Plant and equipment 10% to 33%

ltems of property, ptant and equipment are stated at cost or deemed cost less accurnutated depreciation Certain tems of property that
had been revalued to farr value on or prior to 1 January 2004, the date of transition to IFRS, are measured on the basis of deemed cost,
being the revalued amount at the date of that revaluation

Leases

Where fixed assets are financed by leasing agreements, which give nghts approximating to ownership, the assets are treated as if they
had been purchased and the capital element of the leasing commitments 1s shown as obligations under finance leases Assets acquired
under finance leases are init:ally recogmsed at the present value of the mimmum lease payments The rentals payable are apportioned
between interest, which 1s charged to the income statement, and hability, which reduces the outstanding obligaticn so asto give a
constant rate of charge on the outstanding lease obligations Costs in respect of operating leases are charged on a straight-line basis
over the term of the lease in arrving at the cperating profit

Taxation

Income tax on the profit for the year compnses current and deferred tax Income tax i1s recognised in the ncome statement except
to the extent that it relates to items recognised directly in equity, 1n which case 1t 1s recognised in equity Current tax 1s the expected
tax payabie on the taxable income for the year, using tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years

Deferred tax i1s provided using the balance sheet hability method, providing for temporary differences between the carrying amounts of
assets and habilities for financial reporting purposes and the amounts used for taxation purposes The following temporary differences
are not provided for goodwill not deductible for tax purposes and the iniial recognition of assets or habiihes that affect neither
accounting nor taxable profits The amount of deferred tax provided 1s based on the expected manner of realisation or settliement of
the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recogrised only to the extent that it 1s probable that future taxable profits will be avallable against which the asset
can be utiised Deferred tax assets are reduced to the extent that it 1s no longer probable that the related tax benefit will be realised

Inventory and work in progress

Inventory and work In progress 1s valued at the lower of cost, on a ‘first in, first out’ basis, and net realisable value In respect of work

In progress and finished goods, cost includes all production overheads and the attnbutable proportion of indirect overhead expenses
which are required to bring inventories to their present location and condition The net realisable value in respect of old and slow moving
inventory 13 assessed by reference to histonc usage patterns and forecast future usage

Cash and cash equivalents

Cash and cash equivalents compnse cash balances and short term {with an onginal matunty less than three months) deposits Bank
overdrafts that are repayable on demand form part of cash and cash equivalents for the purpose of the consolidated statement of cash
flows

Equity
Equity compnses Issued equity capital, share premium, reserves and retained earnings

When 1ssued equity capital 1s repurchased, the amount paid, including directly attrbutable costs, 1s recogmsed as a change in equity
Repurchased shares are debited direct to equity and shown as a deduction from retained earnings

Prowvisions

A provision for warranties 1s recognised when the underlying products or services are sold The prowvision 1s based on histoncal warranty
cost data, known 1ssues and management expectations of future costs
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1 Accounting policies (continued)

Employee benefits

1t} Pension plans

The Group operates a number of defined benefit pension schemes and contributes to these schemes in accordance with qualified
actuanes’ recommendations All actuarial gans and losses as at 1 January 2004, the date of transition to IFRS, were recognised through
the income statement In respect of all actuanal gains and losses that anse after that date in calculating the Group’s obligation in respect
of the plan, these are recognised In equity Interest on pension scheme habilities has been recogrised within financing expenses and the
expected return on scheme assets within financing ncome i the consolidated income statement

The Group also operates a number of defined contribution pension schemes The costs for these schemes are recognised in the income
statement as incurred

n) Share-based payment transactions

The Rotork Share Option Scheme allows certain employees to acquire shares in Rotork plc - This schems 18 now closed and the last
grant of new options took place in 2004 Details of the scheme are given in note 24 The fair value of options granted is recognised as
an employee expense with a corresponding increase In equity The fair value 1s measured at grant date and spread over the penod
during which employees become unconditionally entitled to the options The far value of the options granted 15 measured using a
binormial model, taking into account the terms and conditions upon which the options were granted The amount recognised as an
expense 15 adjusted to reflect the actual number of share options that vest except where forfeiture 1 due only to share prices not
achieving the threshold for vesting

The Rotork Sharesave Plan, introduced in 2004, offers certain employeas the opportunity to purchase shares n Rotork pic ata
discounted price compared with the market price at the time of grant Details of the scheme are given in note 24 The fair value of the
nght/option is recognised as an employee expense with a corresponding increase in equity The fair value 1s measured at grant date

and spread over the penod between grant and matunty The nght/option reaches matunity when the employee becomes unconditionally
entitled The fair value of the grant 1s measured using a Black-Scholes mode!, taking into account the terms and conditions upon which
the nghts were granted The amount recogmised as an expense Is adjusted to reflect the actual number of share options that vest except
where forfeiture 1s due only to share prices not achieving the threshold for vesting

The Rotork Long Term Incentive Plan grants awards of shares to executive directors and senior managers These awards may vest after
a penod of thres or four years dependent upon both market and non-market performance conditions being met Detanls of the grants are
gwen in note 24 This plan gives share awards or cash awards {of equivalent value to the share awards) dependent upon the employee's
country of residence at date of grant The fair value of the award 1s measured at grant date, using a Monte Carlo simulation model which
takes into account the market based performance critena, and spread over the vesting penod The far value of the award 18 recognised
as an employee expense with a correspending increase in equity for the share settled award and a prowsion within employee benefits for
the cash settled award The amount recognised as an expense Is adjusted to exclude ophons that do not vest as a result of non-market
performance conditions not beng met In the case of the cash awards, the lability 1s re-measured at each balance sheet date and at
settlement date and any changes In fair value recognised In the incorne statement, spread equally over the vesting pencd

All grants under these schemaes made after 7 November 2002 have been accounted for under IFRS 2 Those made before this date are
accounted for under UK GAAP and any accruals 1n respect of these schemes are held in employee benefits

i) Long tenn service leave
The Group’s net obligation in respect of long term service leave 1s the amount of future benefit that employees have earned in return for
therr service In the current and prior periods

wv) Other employee incentive schemes

In addition to the above schemes the Group offers a number of other bonus and incentive schemes to employees around the world
The costs of these schemes are recognised in the income statement as incurred This includes the Share Incentive Plan and Overseas
Profit Linked Share Scheme both of which are a known liability at the year end

Dervative financial instruments

The Group uses forward exchange contracts to hedge 1ts exposure to foreign exchange nsk ansing from operational and financing
activities These are the only form of denvative financial instruments used by the Group In accordance with its treasury policy, the
Group does not hold or 1ssue forward exchange contracts for trading purposes However, forward contracts that do not qualify for
hedge accounting are accounted for as trading instruments
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

1 Accounting policies {continued)

Derwative financial instruments (continued)

Forward exchange contracts are recognised inmially at cost and then subsequently re-measured at fair value Where a forward
exchange contract 1s designated as a hedge of the vanability in cash flows of a recogrised labikity, a firm commitment or a highly
probable forecasted transaction, the effective part of any gain or loss on the forward contract 1s recognised directly in equity Any
effective cumulative gain or loss 1s removed from equity and recognised in the income statement at the same time as the hedged
transaction The ineffective part of any gain or loss I1s recogmised in the income statement immediately

When a hedging instrument or hedge relationship 1s terminated but the hedged transaction 1s still expected to occur, the cumulative
gain or loss at that point remains in equity and i1s recognised In accordance with the above policy when the transaction occurs If the
hedged transaction is no longer expected to take place, the cumulative unrealised gain or loss held in equity is recognised in the
income statement immediately

Diwvidends
Intenm dividends are recorded In the financial statements when they are paid Final dividends ars recorded in the financial statements
in the penod which they are approved by the Company’s shareholders

Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on histoncal expenence and other factors, including expectations
of future events that are believed to be reasonable under the circumstances

The Group makes estimates and assumptions concerning the future The resulting estimates will, by definion, seldom equal the related
actual results The estimates and assumptions that have a significant nsk of causing a matenal adjustment to the carrying amount of
assets and habilities in the next financial year are listed below

1) Impairment of goodwill

Determining whether goodwill i1s impaired requires an estimation of the value in use of CGUs to which goodwill has been allocated
The value in use calculation involves an estimation of the future cash flows of CGUs and alsa the selection of appropriate discount
rates, which involves jJudgement, to calculate present values Details of the estimates and judgements in respact of the current year
are in note 11

n) Defined benefit pension scheme habilities

Determiming the value of the future defined benefit obligation requires jJudgement in respect of the assumptions used to calculate
present values These include future mortality, discount rate, inflation and salary increases Management makes these judgements
in consultation with an independent actuary Detalls of the estimates and judgements 1n respect of the current year are in note 23
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2 Operating segments

The management structure and reporting of financial information to the chief operating decision maker 1s the basis used to define

operating segments

The Group compnses the following operating segments

Controls - the design, manufacture and sale of electnc valve actuators

Fluid Systems — the design, manufacture and sale of heavy duty pneumatic and hydraulic valve actuators

Gears - the design, manufacture and sale of gearboxes, adaption and ancillanes for the valve industry

Unazllocated expenses comprisa corporate expenses

Rotork has a worldwide presence 1n all three operating segments through 1ts subsidiary selling offices and through an agency network

A full st of locations can be found at www rotork com or on pages 94 and 96 of this report

Analysis by Operating Segment

Fluid

Controls Systems Gears Eliminations Consolidated

2009 2009 2009 2009 2009

Revenue from external customers 227,344 99,726 26,451 - 353,621
Inter segment revenue - - 10,373 {10,373) -
Total revenue 227,344 99,726 36,824 {10,373} 353,521
Segment rasult 72,620 14,220 8,026 - 94,866
Unallocated expenses (3,329)
Operating profit 91,537
Net financing expense {621)
Income tax expense {26,684)
Profit for the year 64,032

Flud

Controls Systems Gears Eliminations Consolidated

2008 2008 2008 2008 2008

Revenue from external customers 204,510 88,570 27127 - 320,207
Inter segment revenue - - 9,654 (9,654) -
Total revenue 204,510 88,570 36,781 {9,654) 320,207
Segment result 57,466 12,075 8,621 - 78,162
Unallocated expenses (3,273)
Operating profit 74,889
Net financing income 862
Income tax expense {22,331}
Profit for the year 53,420
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Notes to the Group Financial

for the year ended 31 December 2009 confinued

2 Operating segments {continued)

Statements

Fluid
Controls Systems Gears Unallocated Consohdated
2009 2009 2009 2009 2009
Depreciation 2,262 1,040 247 - 3,549
Amortisation
- Other intangibles - 1,093 60 - 1,153
- Development costs 402 - - - 402
Non-cash items equity settled
share-based payments 508 72 51 117 748
Net financing expense - - - 621 621
Intangible assets acquired as part
of a business combination - 3,595 - - 3,595
Capital expenditure 3,083 1,094 135 - 4,312
Fluid
Controls Systems Gears Unallocated Gonsolidated
2008 2008 2008 2008 2008
Depreciation 2,167 867 247 - 3,281
Amortisation
- Other intangibles - 1,070 55 - 1,125
- Development costs 352 - - - 352
Non-cash items eguity settled
share-based payments 365 a7 51 265 718
Net financing mcome - - - (862) (862)
Intangible assets acquired as part
of a business combination - 10,466 - - 10,466
Capital expenditure 2,585 2,077 232 - 4,894

Balance sheets are reviewed by operating subsidiary and operating segment balance sheets are not prepared, as such no further

analysis of operating segments assets and habilities are presented

Geographical analysis

Rest of Other Rest of the
UK Europe USA Amencas World Consolidated
2009 2009 2009 2009 2009 2009
Revenue from external custorners
by location of customer 290,314 117,098 65,370 33,081 108,658 353,521
Non-cumrent assets
- Intangible assets 6,869 19,217 10,207 213 4,274 40,780
- Property, plant and equipment 5,200 11,060 3,360 220 3,681 23,521
Rest of Other Rest of the
UK Europe USA Amencas World Consolidated
2008 2008 2008 2008 2008 2008
Revenue from external customers
by tocation of customer 28,966 117,030 58,070 25,979 90,162 320,207
Non-cumment assets
- Intangible assets 6,503 21,073 7477 213 4,430 39,696
- Property, plant and equipment 5,340 12,170 3,174 156 3,028 23,868
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3 Acquisthions
2009

On 6 November 2009 the Group acquired the trade and assets of Flow-Quip, a designer and manufacturer of valve actuators based m

Tulsa, USA The acquisition was accounted for using the purchase method

In the 2 months to 31 December 2009 the business contributed £1,378,000 to Group revenue and £163,000 to consohdated operating
profit before the £235,000 amortisation charge from the acquired intangible assets If the acquisttion had occurred on 1 January 2009 the
business would have contributed £9,274,000 to Group revenue and £1,145,000 to Group operating profit It s not practicable to disclose

profit before tax or profit attributable to equity shareholders as the Group manages its Treasury function on a Group basis

Goodwll has ansen on this acquisition as a result of the value attnbuted to staff expertise and the assembled workforce, which did not

meet the recognition critena for an intangible asset

The acquisttion had the following effect on the Group's assets and habiliies

Pre
acquisition
carrying Fair value Carrying
amounts adjustments amounts
Property, plant and equipment 530 - 550
Intangible assets - 1,487 1,487
Inventories 955 - 955
Trade and other receivables 1,293 - 1,283
Trade and other payables (1,501} - {1,501}
1,297 1,487 2,784
Goodwill on acguisiion 2,108
Consideration paid, satisfied in cash 4,892
Purchase consideration settled in cash 4,892
Cash and cash equivalents in business acquired -
Cash outflow on acquisition 4,892
The intangible assets identified compnse customer relationships, brand and acquired order book
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

3 Acquisitions (continued)

2008

On 30 January 2008 the Group acquired 100% of the share capital of Remote Controls Sweden AB a designer and manufacturer of
valve actuators based in Falun, Sweden The acquisition was accounted for using the purchase method of consolidation

In the 12 months to 31 December 2008 the subsidiary contnbuted £18,261,000 to Group revenue and £2,208,000 to consolidated
operating profit before the £885,000 amortisation charge from the acquired intangible assets It is not practicable to disclose profit
before tax as the Group manages its Treasury function on a Group basis Similarly it 1s not practicable to disclose profit attributable
to equity shareholders, as acquired businesses have been merged with existing Group companies in the period since the acquisition
i the acquisition had occurred on 1 January 2008 the results would not have been matenalty different

Goodwll has ansen on this acquisition as a result of the value attnbuted to staff expertise and the assembled workforce, which did not
meet the recognition critena for an intangible asset, and post acquisition synergies within the Fluid Systems division

The acquisition had the following effect on the Group’s assets and liabilities

Pre
acqusition
carrying Fair value Carrying
amounts adjustments amounts
Property, plant and equipment 1,115 - 1,115
Intangible assets - 4,755 4,755
Inventones 2,905 - 2,905
Trade and other recevables 2,335 - 2,335
Cash and cash equivalents 587 - 587
Trade and other payables (2,616) - {2,616)
Deferred tax habities {105} (1,331} (1,436)
Borrowings (55) - (55)
4,166 3,424 7,590
Goodwill on acquisition 5711
Consideration paid, satisfied in cash (including £162,000 expenses) 13,301
Purchase consideration settled in cash 13,301
Cash and cash equivalents i subsidiary acquired (587)
Gash outflow on acgquisition 12,714
The intangible asssts identfied compnse customer relationships, brand and acquired order book
4 Other income
2009 2008
Gamn on disposal of property, plant and equipment 654 32
Non-executive fees receivable - 10
Other 34 -
688 42

Included in gain on disposal of property, plant and equipment 1s a profit of £587,000 1n relation to the sale of a Spanish building
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5 Other expenses

2009 2008
Loss on disposal of property, plant and equipment 56 &7
Other 3 25
59 82

6 Personnel expenses
2009 2008
Wages and salaries (including bonus and incentive plans) 64,877 55,654
Social secunty costs 7,197 6,167
Pension costs (note 23) 4,217 3,423
Share-based payments {note 24} 1,785 1,582
Increase in liabiity for long service leave 60 41
78,136 66,867

A total of £872,000 (2008 £718,000) of the above share-based payments are equity settled, compnising £124,000 {2008 £89,000) for the
Sharesave plan and £748,000 {2008 £629,000) for the Long Term Incentive Plan The remaining £913,000 (2008 £864,000) relates to the

cash Long Term Incentive Plan

2009 2008
Number Number
During the year, the average weekly number of employees analysed by business segment was

Controls 1,089 1,063
Flud Systems 460 409
Gears 215 191
1,764 1,663
UK 499 475
Overseas 1,265 1,188
1,764 1,663
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

7 Net financing income

2009 2008
Recognised in the income statement
Interest iIncome 226 562
Expected return on assets in the pension schemes 5,408 5,896
Foreign exchange gains 150 615
5,784 7,073
Interest expense 167 296
Interest charge on pension scheme liabilities 5,449 5,538
Foreign exchange losses 789 377
6,405 6,211
Recogrised in equity
Effective portion of changes in farr value of cash flow hedges (217) (5,263)
Fair value of cash flow hedges transferred to income statemant 5,263
Foreign currency translation differences for foreign operations {11,928) 23,824
{6,882) 19,105
Recognised in
Hedging reserve 5,046 (4,719)
Translation reserve (11,928) 23,824
(6,882) 19,105
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8 Profit before tax
Profit before tax i1s stated after charging the following

Notes 2009 2008

Depraciation of property, ptant and equipment
- owned assets 1 3,417 3,142
- assets held under finance lease contracts 1 132 139
Amortisation
- Other intang bles ! 1,153 1,125
- Development costs 1 402 352
inventory wnte downs recognised in the year 1 2,190 2,880
Hire of plant and machinery 1 849 720
Other operating lease rentals 1 1,382 970
Research & development expenditure n 2,789 2,735
Exchange differences realised expense/{income) 1] 639 {238)
Auditors - audit fees and expenses paid to KPMG
- In respect of Company reporting 60 58
- In respect of Group reporting of subsidianes 180 172
- In respect of local statutory reporting of subsidianes 88 75

328 305
Other auditors of Group reporting subsidianes 109 99
Total audtt fees and expenses 437 404
Other fees paid to KPMG Audit Pic and its associates analysed between
- Taxation 111 g0
- Acquisition and disposals - 13
- Other - 8

111 111

In addition to the above, the Rotork Pension & Life Assurance Scheme pad KPMG LLP £75,000 (2008 £46,500) in respect of investment

adwvice

These costs can be found under the following headings in the Consolidated Income Statement

1) Both within cost of sales and administrative expenses,
n  Within administrative expenses,
wm) Within financing income and expensas
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

9 Income tax expense

2009 2009 2008 2008
Current tax
UK corporation tax on profits for the year 13,757 17,570
Double tax relief (6,074) (8,789)
Adjustment in respect of pnor years (146} (152)
7,537 8,629
Overseas tax on profits for the year 18,560 15,921
Adjustment in respect of prior years {9) (15)
18,551 15,906
Total current tax 26,088 24,535
Deferred tax
Ongination and reversal of other temporary differences 704 {2,354)
Adjustment in respect of prior years 92 150
Total deferred tax 796 (2,204}
Total tax charge for year 26,884 22,331
Effective tax rate {based on proht before tax) 29 6% 29 5%
Profit before tax 90,916 75,751
Profit before tax multiplied by standard rate of
corporation tax in the UK of 28 0% (2008 28 5%} 25,456 21,589
Effects of
Non deductible items 1,468 1,640
Utiisation of overseas tax holhidays and losses (898) (1,154)
Different tax rates on overseas earnings 921 273
Adjustments to tax charge in respect of prior years (63) (17)
Total tax charge for year 26,884 22,331

A tax credit of £670,000 (2008 expense £471,000) in respect of share-based payments has been recognised directly in equity in the year

The Group continues to expect its effectiva rate of corporation tax to be shghtly higher than the standard UK rate due to higher rates of
tax in the US, Canada, France, Germany, ltaly, Japan and India

There 1s an unrecognised deferred tax hatulty for temporary differences associated with investments in subsidianes Retork plc

controls the dividend policias of its subsidiaries and subsequently the timing of the reversal of the temporary differences It 1s not
practical to quantify the unprovidad temporary differences as acknowledged within paragraph 40 of 1AS 12
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10 Property, plant and equipment

Land and Piant and Land and Plant and
buildings aquipment Total builldings equipment Total
2009 2009 2009 2008 2008 2008
Cost
At 1 January 20,016 32,108 52,122 15,639 24,078 39,717
Exchange differences {1,120) {1,558} (2,678) 3,411 4,407 7.818
Additions 459 3,853 4,312 425 4,469 4,894
Disposals (402) (849) {1,051) (79) {(1,343) (1,422)
Acquisition through business
combinations 540 10 550 620 495 1,115
At 31 December 19,493 33,762 53,255 20,016 32,106 52,122
Depreciation
At 1 January 5,972 22,282 28,254 4,702 17,466 22,168
Exchange differences 271} {1,0587) {1,328) 791 3,310 4,101
Charge for year 501 3,048 3,549 520 2,761 3,281
Disposals (173} (568) (741) {41) (1,255) {1,296)
At 31 December 6,029 23,705 29,734 5,972 22,282 28,254
Net book value
at 31 December 13,464 10,057 23,521 14,044 9,824 23,868
Net book value
at 31 December 2007 10,937 6,612 17,549

The net book value of the Group’s plant and equipment includas £218,000 (2008 £242,000) in respect of assets held under finance

leases

Net book value of land and buldings can be analysed between

2009 2008
Land 1,741 1,925
Buildings 11,723 12,119
Net book value at 31 December 13,464 14,044

It 1s the Group's policy to test assets for impairment whenever events or changes in circumstances indicate that ther carrying amounts

may not be recoverable
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

11 [Intangible assets

Development Other Development Other
Goodwill costs intangibles Total Goodwill costs  ntangibles Total
2009 2009 2009 2009 2008 2008 2008 2008
Cost
Balance at 1 January 32,792 3,879 6,941 43,612 21,527 3,062 805 25,394
Exchange differences (1,696) - {19) {1,715) 5,554 - 715 6,269
Internally developed dunng
the year - 768 - 768 - 817 - 817
Additions - - - - - - 666 666
Acquisition through business
combinations 2,108 - 1,487 3,505 5711 - 4,755 10,466
Balance at 31 December 33,204 4,647 8,409 46,260 32,792 3,879 6,941 43,612
Amortisation
Balance at 1 January - 2,153 1,763 3,916 - 1,801 452 2,253
Exchange differences - - 9 9 - - 186 186
Amortisation for the year - 402 1,153 1,656 - 352 1,125 1,477
Balance at 31 December - 2,555 2,925 5,480 - 2,153 1,763 3,916
Net book value at
31 December 33,204 2,092 5,484 40,780 32,792 1,726 5,178 39,696
Net book value at
31 December 2007 21,527 1,261 353 23,141

The amorbisation charge n both vears 1s recognisad within administrative expenses in the income statement Other intangbles include customer
relahonships, order books, intellectual property, agency agreements and trading names of acquired companies

Impaiment tests for goodwill
Goodwill is allocated to the Group's cash generating units (CGUs') identified according to operating segment A segment level summary of
goodwill allocation 1s presented below

2009 2008

Controls 6,687 7,240
Fluid Systems 18,753 17,490
Gears 7,764 8,062
33,204 32,792

The recoverable amounts of all CGUs are based on value in use calculations These calculations use cash flow projections and are
based on actual operating results and the latest Group three year plan The three year plan s based on management’s view of the future
and expenence of past performance Cash flows for the remainder of the next 20 years are extrapolated using a 2% growth rate which
reflects the long term nature of many of the markets the Group serves This rate has been consistently bettered tn the past so 15 believed
to represent a prudent estimate The discount rate used 1s 9 8% (2008 11%), this represents a reasonable rate for a market participant
in this sector The discount rate of each operating segment 1s not matenally different to 9 8% For the gocdwill to become impatred in the
CGU with the smallest headroom, the discount rate would have to increase by 40% On thus basis each operating segment has sufficient
headroom and therefore no imparment wnte downs are required
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12 Recognised deferred tax assets and habilities

Assets Liabtlties Net Assets Liabilities Net

2009 2009 2009 2008 2008 2008
Property, plant and equipment 185 272) (87) 216 (386) (170}
Intangible assets - (967) (967) - {1,206) {1,206)
Employee benefits 7,320 - 7,320 3,585 - 3,585
Provisions 2,381 - 2,381 2,166 - 2,166
Other iterns 2,317 (1,303) 1,014 4,958 (1,214) 3,744
Net tax assets/(labilities) 12,203 {2,542) 9,661 10,925 (2,806) 8,119
Set-off of tax (572} 572 - - - -
11,631 {1,970) 9,661 10,925 {2,806) 8,119

Movements in the net deferred tax asset during the year are as follows

2009 2008

Balance at 1 January 8,119 5,708
({Charged)/credited to the income statement {796) 2,204
Credited/(charged) directly to equity in respect of share-based payments 249 (795)
Credited/{charged) directly to equity 1n respect of pension scheme 4,257 (161)
{Charged)/credited directly to hedging reserves in respect of cash flow hedges {1,962} 2,046
Deferred tax hability acquired as part of business combinations - (1,438}
Exchange differences {206) 553
Balance at 31 December 9,661 8,119

A deferred tax asset of £11,631,000 (2008 £10,925,000) has been recognised at 31 December 2009 The directors are of the opinion,
based on recent and forecast trading, that the level of profits in the current and future years make 1t more likely than not that these

assets will be recovered

A deferred tax asset of £2,109,000 (2008 £2,379,000) has not been recogmised in relation to capital losses and certain tax credits, tax
losses and other temporary differences These assets may be recovered if sufficient taxable or capital profits are made in the future by

the companies concerned

13 Inventones

2009 2008
Raw matenals and consumables 26,998 31,937
Work in progress 13,692 18,411
Fimished goods 6,022 9,062
46,712 59,410

Included in cost of sales was £140,728,000 (2008 £134,769,000) in respact of inventones consumed in the year
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

14 Trade and other receivables

2009 2008
Non-current assets
Insurance policy 295 976
Other 124 161
Other recevables 1,119 1,137
Current assets
Trade receivables 55,384 65,062
Less provision for mpairment of receivables {1,593} (1,368)
Net trade receivables 53,791 63,694
Corporation tax 1,818 1,752
Current tax 1,818 1,752
Other non-trade recevables 3,729 3,714
Prepayments and accrusd ncome 2,468 1,864
QOther recevables 6,197 5,678
15 Cash and cash equivalents
2009 2008
Bank balances 29,704 23,654
Cash in hand 89 a2
Short tarm deposits 48,883 17,644
Cash and cash equivalents 78,676 41,390
Bank overdrafts - -
Cash and cash equivalents in the Consolidated Statement of Cash Flows 78,676 41,390
16 Capital and reserves
Share capital and share premium
Sp 1 5p i |
5p Ordinary Non- 5p Ordtnary Non-
Ordinary  sharesissued redeemable Ordnary shares issued redeemable
shares and fully preference shares and fully preference
Authorised paid up shares Authorised paid up shares
2009 2009 2009 2008 2008 2008
At 1 January 5,449 4,325 42 5,449 4,323 45
Preference shares redeemed - - - - - 3)
Issued under employee
share schemes - 5 - - 2 -
At 31 December 5,449 4,330 42 5,449 4,325 42
Number of shares (000) 108,290 86,613 108,980 86,510
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16 Capital and reserves (continued)
Share capital and share prermum (continued)
The ordinary shareholders are entitled to receive dividends as declared and are entitled to vote at meetings of the Company

The Group 1ssued 12,246 Ordinary shares dunng the year under the Share option scheme (2008 18,835) at pnces betwsen 285p and
387p (2008 285p and 387p) The Group i1ssued 90,615 {2008 21,951) under the Sharesave plan at pnces between 320p and 592p
(2008 462p)

The Group received proceeds of £372,000 (2008 £149,000) in respect of the 102,861 (2008 40,786) Ordinary shares issued dunng
the year ©£5,000 (2008 £2,000) was credited to share capital and £367,000 (2008 £147,000) to share premium

The preference shareholders take prionity over the ordinary shareholders when there Is a distnbution upon winding up the Company or
on a reduction of equity involving a return of capital The holders of preference shares are entitled to vote at a general meeting of the
Company If a preference dividend 1s in arrears for six months or the business of the meeting includes the consideration of a resolution
{or winding up the Company or the alteration of the preference shareholders’ rights

Within the retained earnings reserve are own shares heid The investment in own shares represents 363,196 (2008 413,302} ordinary
shares of the Company held in trust for the benefit of directors and employees for future payments under the Share Incentive Plan and
Long term incentive plan The dividends on these shares have been waived

Translation reserve
Tha translation reserve comprisas all foreign exchange differences ansing from the translation of the financiat statements of foreign
operations

Capital redemption reserve
The capital redemption raserve anses when the Company redeems shares wholly out of distnbutable profits

Hedging reserve
The hedging reserve compnses the effective portion of the cumulative net change in the fair value of cash flow hedging instruments
that are determined to be an effective hedge

Dividends
Tha following dividends were paid in the year per qualifying ordinary share

2009 2008

16 75p final dividend (2008 14 Op) 14,470 12,075
11 15p intenm dividend (2008 9 25p) 9,632 7,979
2008 additional intenm dividend 11 5p - 9,916
24,102 29,970

After the balance sheet date the following dividends per qualfying ordinary share were proposed by the directors The dividends have not
been provided for and there are no corporation tax consequences

2009 2008
Final proposed dividend per qualifying ordinary share
17 25p 14,843
16 75p 14,480
Additional intenm dividend per qualifying ordinary share proposed for 2010
115p 9,960
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

17 Earnings per share

Basic earnings per share

Earnings per share Is calculated for both the current and previous years using the profit attnbutable to the ordinary shareholders for the
year The earnings per shara calculation i1s based on 86 3m shares (2008 86 1m shares) being the weighted average number of ordinary
shares 1n 1ssue (net of own ordinary shares held} for the year

2009 2008
Net profit attnbutable to ordinary shareholders 64,032 53,420
Weighted average number of ordinary shares
Issued ordinary shares at 1 January 86,096 86,024
Effect of own shares held 172 99
Effect of shares 1ssued under Share option schemes/Sharesave plans 13 21
Weighted average number of ordinary shares for the year ended 31 December 86,281 86,144
Bastc earnings per share 74 2p 62 Op

Diluted eamings per share

Diluted earnings per share 1s based on the profit for the year atinbutable to the ordinary shareholders and 86 7m shares (2008 86 7m
shares) The number of shares 1s equal to the weighted average number of ordinary shares in 1ssue (net of own ordinary shares held)
adjusted to assume conversion of all potentially dilutive ordinary shares The Company has three catagones of potentially dilutive
ordinary shares those share options granted to employees under the Share option scheme and Sharesave plan where the exercise price
15 less than the average market pnce of the Company's ordinary shares dunng the year and contingently sssuable shares awarded under
the Long term incentive plan (‘LTIP7)

2009 2008
Net profit attnbutable to ordinary shareholders 64,032 53,420
Weighted average number of orcdinary shares {diluted)
Weighted average number of ordinary shares for the year ended 31 December 86,281 86,144
Effect of share options inissue 11 17
Effect of Sharesave options in 1ssue 68 116
Effect of LTIP shares in issue 327 416
Weighted average number of ordinary shares (diluted) for the year ended 31 December 86,687 86,693
Diluted earnings per share 739p 61 6p
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18 Interest beanng loans and borrowings

This note provides information about the contractual terms of the Group's interest beaning loans and borrowings For more information

about the Group's exposure to interast rate and currency risk, see note 25

2009 2008
Non-current habiities
Preference shares classified as debt 42 42
Finance lease habiihes 120 148
162 190
2009 2008
Current habilities
Bank loans - 27
Finance lease llabilities 104 130
104 157
Bank loans are secured by accepted letters of credit and corporate guarantees
Terms and debt repayment schedule
The terms and conditions of outstanding loans were as follows
Face Camying Face Carrying
Interest Year of value amount value amount
Currency Rates matunty 2009 2009 2008 2008
Secured loan Other 95%-110% 2009 - - 30 27
Non-redeemable preference shares Sterling 95% - 45 42 45 42
Finance lease labilities Euro 26%- 10 0% 2010-13 240 224 206 278
285 266 371 347
Finance lease hiabiliies
Finance lease hiabilites are payable as follows
Mirimum Miimum
lease lease
payments Interest Principal payments Interest Principal
2009 2009 2009 2008 2008 2008
Less than one year 113 9 104 138 8 130
Between one and five years 127 7 120 158 10 148
240 16 224 296 18 278
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

19 Employee benefits

2009 2008
Recognised hability for defined benefit obhgations
- Present value of funded obligations 108,514 81,994
- Farr value of plan assets (88,906} (76,277)
19,608 5,717
Defined contnbution scheme habilihes 799 850
Employee bonus and incentive plan 6,290 5,437
Long term incentive plan 1,826 2,371
Employee indemnity provision 985 1,029
Liability for long service leave 294 234
29,801 15638
Non-current 22,549 8,637
Current 7,252 7,001
29,801 15,638
Defined benefit pension scheme disclosures are detalled in note 23
20 Provisions
Deferred
Warranty consideration Total
2009 2009 2009
Balance at 1 January 4,979 193 5,172
Exchange differences {3711) - (371)
Provisions used dunng the year {1,133} (193) {1,326)
Charged in the year 1,439 - 1,439
Balance at 31 December 4,914 - 4,914
Matunty at 31 December 2009
Non-current 1,664 - 1,664
Current 3,250 - 3,250
4,914 - 4,914
Matunty at 31 December 2008
Non-current 1,660 - 1,660
Current 3,318 193 3,512
4,979 193 5172

The warranty provision ts based on estmates made from historical warranty data associated with similar products and services
The provision relates mainly to products sold dunng the last 12 months, the typical warranty period 1s now 18 months

The deferred consideration arose on the acquisition of PC Intertechrik dunng 2005, this amount was settled dunng 2009
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21 Trade and other payables

2009 2008
Trade payables 26,031 32,0986
Bills of exchange 319 707
Trade payables 26,350 32,803
Corporation tax 9,768 12,197
Current tax 9,768 12,197
Other taxes and sociat secunty 3,627 3,638
Non-trade payables and accrued expenses 21,063 23,145
Other payables 24,690 26,781
22. Denvative financial Instruments

2009 2009 2008 2008
Assets Liabihties Assets Liabilities

Forward foreign exchange contracts - cash flow hedges
- Current 942 1,130 - 5,624
- Non-current - 127 - 1,686
942 1,257 - 7,310

The full fair value of a hedging denvative is classified as a non-current asset or liability if the remaining matunty of the hedged item 1s
more than 12 months and, as a current asset or lability, if the matunty of the hedge item is less than 12 months

There was no neffectiveness to be recorded from the use of forward foreign exchange contracts

The hedged forecast transactions denominated n foreign currency are expected to occur at vanous dates dunng the next two years
Gains and losses recognised in the hedging reserve in equity (note 16) on forward fereign exchange contracts as of 31 December
2009 ara recognised in the Income statement in the penod or penods dunng which the hedged forecast transaction affects the income

statement
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

23 Pension schemes
{1} Defined benefit pension habilities

The Group makes a contribution to three defined benefit plans to provide benefits for employees in the UK, USA and the Netherands

upon retirement

Movements in the present value of defined benefit obligations

2009 2008

Liabilities at 1 January 81,994 93,799
Current service costs 1,659 1,924
Member contnbutions 480 477
Interest cost 5,449 5,534
Benefits paid {2,624) {2,776)
Past service costs 97 30
Actuana! losses/{gamns) 22 567 (19,133)
Currency (gains)/losses (1,108) 2,139
Liabilities at 31 December 108,514 81,994
Movements in fair value of plan assets

2009 2008
Assets at 1 January 76,277 86,215
Expected return on scheme assets 5,408 5,896
Employer contnbutions 3,056 2,776
Member contnbutions 480 a77
Benefits paid (2,624) (2,776)
Actuanal gans/(losses) 7,020 (17,843}
Currency {losses)/gains (711) 1,532
Assets at 31 December 88,906 78,277
Expense recogmsed in the Consolidated Income Statement

2009 2008
Current service costs 1,659 1,924
Past service costs 97 30
Interest on obligation 5,449 5,534
Expected return on plan assets (5,408) (5,896)

1,797 1,592
The expenss 1s recognised in the following line tems 10 the Consolidated income Statement

2009 2008
Cost of sales 525 648
Administrative expenses 1,231 1,306
Net financing expense/{income) 41 {362)

1,797 1,692
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23 Pension schemes {continued)
{1} Defined benefit pension habhities {continued)

Amounts recogmsed in the Consolidated Statement of Comprehensive Income

2009 2008
Actuanal gains/(losses) on plan assets 7,020 (17,843)
Actuanal (losses)/gains from liabiities (22,567) 19,133
(15,547} 11,290
Currency gans/{losses) 397 (607}
Net (losses)/gains {15,150} 683
Cumulative losses recognised in the Consolidated Statement of Comprehensive Income (21,851) (6,701)
2009 2008 2007 2006 2005
Defined benefit obligabon (108,514) (81,994) (93,799} (87,394} {89,501)
Scheme assets 88,906 76,277 86,215 80,745 69,125
Deficit (19,608) 56,717 (7.584) {6,649) (20,376)
Expenence adjustments on labilties {(2,760) {2,006) {1,853) 6,729 (9,930}
Expenence adjustments on assets 7,020 (17,843) {2,959) (199) 6,693
Expenence adjustments on currency 397 (607) 24 213 (215)
Liability for defined benefit cbligations
The pnncipal actuanal assumphons at the balance sheet date (expressed as weighted averages)
UK Scheme US Scheme Average
{% per annum) {% per annum) {% per annum)
2009 2008 2009 2008 2009 2008
Discount rate 57 67 60 58 57 66
Rate of iIncrease in salanes 41 45 45 45 42 45
Rate of increase In pensions (post May 2000} 36 30 00 00 33 27
Rate of increase in pensions {pra May 2000) 4.5 45 00 00 41 41
Rate of pnce inflation 36 30 35 35 36 31
The spiit of the schemes’ assets and expected rates of retum wers
% 2009 % 2008
Equties 82 43,946 85 37.820
Bonds 52 33,241 52 27,244
Property 75 5,819 75 5,501
Cash 34 156 34 143
US deposit administration contract 60 5,744 60 5,569
Total 88,906 76,277
Actual return on the schemes’ assets 1,717 (10,415)
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

23 Pension schemes (continued)

(1) Defined benefit pension hahilities {continued)

The individual return assumptions for each asset class are based on market conditions at 31 December 2009 and represent a best
estimate of future returns for that class allowing for nsk premiums where appropnate No scheme assets are invested in the Group’s
own equity

The Group estimates that contributions to the Group’s defined benefit pension schemes payable dunng 2010 will be approximately
£3,000,000

The mortality assumptions used are the PNXAQD year of birth tables with future improvements in mortalty based on the CMI medium
cohort projections subject to a minimum improvement of 1 5% per annum {2008 1 5%)

By way of example the respective mortality tables indicate the following Iife expectancy

2009 2008
Life expectancy at age 65 Life expectancy at age 65
Male Female Male Female
Current Age
65 230 256 228 254
45 260 285 259 288
{in} Other pension plans

The Group makes a contnbution to a number of defined contnbution plans around the world to provide benefits for employees upen retirement
Total expense relating to these plans in the year was £2,461,000 (2008 £1,469,000)

24 Share-based payments
The Group i1ssues shares and cash under Long Term Incentive Plans {'LTIP") and shares under the Save As You Eam scheme The share-basad
payment expense included in the income statement for each of the schemes can be analysed as follows

2009 2008
LFIP - cash settled 213 864
LTIP — equity settled 748 629
Sharesave plan 124 89
Total expense recognised as employee costs (note 6} 1,785 1,582

Volatility assumptions for equity based payments
The expected volatility of all equity compensation benefits 1s based on the histonc volatility (calculated based on the weighted average
remaimng hife of each benefit), adjusted for any expected changes to future volatiity due to publicly avalable information

a) Share option scheme

At 1 January 1995 the Group established a share option programme for employses The allocation of options was linked to the
completion of five years service In accordance with the programme, once vested the options grant the nght to purchase shares at the
market price they were at the date of grant Exercise prices range from £2 78 to £3 87 Options vest after three years and expire ten
years after being granted

Only the 2004 grant occurred after 7 November 2002, the start date for recogrition under IFRS 2 Therelore only charges in respect of
these grants have been made to the accounts in accordance with IFRS 2 and the relevant disclosures made below The recognition and
measurement pnnciples in IFRS 2 have not baen applied to the 2000 and 2001 grants in accordance with the transitional provisions n
IFRS 1 and IFRS 2
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24 Share-based payments (continued)
a) Share option scheme (continued)

Outstanding Qutstanding

Option (exercise pnce} at start of Exercised Lapsed at end of
* exercisable at end of year year dunng year during year year
2000 grant (22 85)" 10,353 (7.304) - 3,049
2001 grant (€2 98)" 3,799 - - 3,799
2004 grant {£3 87y 15,637 {4,942 - 10,695
29,789 (12,246) - 17,543

Weighted average exercise pnce £337 £326 - £350
Weighted average contractual iife remairung 2 years

No new grants have been made under the scherne since 2004

The Group receved proceeds of £40,000 (2008 £60,000) in respect of the 12,246 (2008 18,835) options exercised dunng the year £1,000 was
credited to share capital and £39,000 to share premium {see note 16} The options ware exercised throughout the year at pnces between £2 85

and £3 87

b) Sharesave plan

Following shareholder approval of the Sharesave plan at the Company’s Annual General Meeting ('AGM') on 18 May 2000, the first offer was

made to employees in 2004

UK employees are invited to join the Sharesave plan when an offer 1s made each year All the offers to date were made at a 20% discount to
market pnce at the tme There are no performance crtena for the Sharesave plan Employees are given the option of joining erther the 3 year

plan or the 5 year plan
3year scheme § year scheme
2009 2008 2009 2008
Grant date 1 December 1 December 1 December 1 December
Share pnce at grant date £1105 £7 80 £1105 £7 80
Exercise pnce £792 g7 72 £7 92 £772
Shares/Shara equivalents under scheme 39,492 36,485 43,003 46,804
Vesting penod 3years 3years S years 5 years
Expected volatity 38.0% 350% 33 0% 30 0%
Risk free rate 19% 28% 2.7% 34%
Expeacted dividends expressed as a dwidend yield 25% 28% 25% 2 8%
Probability of ceasing employment before vesting 20% 20% 20% 20%
Fair value £392 £174 £406 £188
ROTORK PL C Annual Report & Accounts 2009 15

sjuawalels 1eueuly



Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

24 Share-based payments (continued)
b) Sharesave plan {continued)

Outstanding Qutstanding

at start of Granted Exercised Lapsed at end of

3 year scheme year dunng year dunng year dunng year year
2005 Award 2,868 - (2,868) - -
2006 Award 18,851 - {14,100} {(1,115) 3,636
2007 Award 24,908 - - (2,174) 22,734
2008 Award 35,49 - - (3,104) 32,387
2009 Award - 39,492 - - 39,492
82,118 39,492 {16,968) (6,393) 98,249

The 2006 awards vested in the year at a cost of £5 92 and on that day the market value of each award was £11 05 The weighted average
rermnaining Iife of awards outstanding at the year end 1s two years The Group receved proceeds of £96,000 (2008 £89,000) in respect of the
16,968 (2008 21,951) options exercised dunng the year £1,000 (2008 £1,000) was credited to share capital and £85,000 (2008 £88,000} to

share prermium (see note 16)

Qutstanding Qutstanding

at start of Granted Exercised Lapsed at end of

5 year scheme year dunng year dunng year dunng year year
2004 Award 90,544 - (73,380) - 17,164
2005 Award 25,003 - (267) {359) 24,377
2006 Award 34,964 - - - 34,964
2007 Award 13,492 - - (165) 13,327
2008 Award 46,804 - - (3.078) 43,726
2009 Award - 43,003 - - 43,003
210,807 43,003 {73,647) {3,602} 176,561

The 2004 awards vested in the year at a cost of £3 20 and on that day the market value of each award was £11 05 The weighted average
remaining life of awards outstanding at the year end is three years The Group received proceeds of £236,000 in respect of the 73,647 options

exercised dunng the year £3,000 was credited to share capital and £233,000 to share premium (see note 16)
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24 Share-based payments (continued)

c) Long term incentive plan

The Long term incentive plan ('LTIP') 1s a performance share or cash unit plan under which shares or cash units are conditionally
allocated to selected members of senior management at the discretion of the Remuneration Commuttee on an annual basis No shares
or cash units will normally be released to participants unless they are still in the Group's service following completion of four year
performance penods for awards made up to and including 2005 and the Company’s relative total shareholder return {'TSR') against

a comparator group of companies places it in at least the 50th percentile position in the comparater group at the end of the relevant
performance perncd The performance pernod for 2006 and future awards under the plan has been reduced to three years TSR measures
the change in value of a share and reinvested dividends over the pencd of measurement The actual number of shares or cash units
transferred will be deterrmined by the number of shares or cash umits imitially allocated multipled by a vesting percentage For the awards
made up to and including 2005 this will be 40% at the 50th percentile nsing to 100% at the 75th percentile with each percentile position
above the 50th adding 2 4% to the vesting percentage From the 2006 award onwards, the actual number of shares or cash uriuts
transferred will be 30% at the 50th percentile nsing to 100% at the 75th percentile with each percentle position above the 50th adding

2 8% to the vesting percentage The Company’s earnings per share 1s also monitered during the relevant performance period to ensure
it meets a minimum average annual growth equal to the nse in the Retail Pnce Index (‘RPI") plus 2% per annum Failure to meet the RPI
requirement will result in ril vasting

Following shareholder approval of the LTIP at the Company's AGM on 18 May 2000, awards over shares were made to executive
directors and senior managers in each year from 2000 to 2008 In 2009, awards were only made under the share-based scheme

The performance penod for the 2005 and 2006 awards ended on 31 December 2008 Messrs PrnicewaterhouseCoopers LLP as
independent actuanes certified to the Remuneration Committee that there was a 100% vesting of this award as the Company’s position
relative to the comparator group at the end of the relevant performance penod was above the 75th percentile and the Group’s earnings
per share growth has exceeded the mimimum average annual growth in the RP! plus 2% per annum The awards vested dunng 2009

The performance period for the 2007 awards ended on 31 December 2008 Meassrs PricewaterhouseCoopers LLP as independent
actuaries certified to the Remuneration Committee that there was a 100% vesting of these awards as the Company's position relative
to the comparator group at the end of the relevant performance penod was abeve the 75th percentile and the Group's earmings per
share growth has exceeded the mimimum average annual growth m the RPI plus 2% per annum The awards will vest dunng 2010

1) Share-based scheme

2009 2008

Grant date 04 March 29 February
2009 2008

Share pnce at grant date £7 56 £992
Shares granted under schema 220,302 112,702
Vesting penod 3 years 3 years
Expected volatility 35 0% 28 0%
Risk free rate 17% 4 0%
Expected dividends expressed as a dividend yield 34% 20%
Probability of ceasing employment before vesting 1% pa 3%pa
Far value £4 31 £5 96
Outstanding Qutstanding

at start of Granted Vested Forfertad at end of

year dunng year dunng year dunng year year

2005 Award 112,244 - (112,244} - -
2006 Award 84,618 - (84,618} - -
2007 Award 106,062 - - - 106,062
2008 Award 112,702 - - - 112,702
2009 Award - 220,382 - - 220,382
415,626 220,382 (196,862} - 439,146

At the date of vesting the 2005 and 2006 awards were valued at £7 59 The weighted average remaimng life of awards outstanding at the year

end s one year
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

24 Share-based payments (continued)
c) Long Term Incentive Plan (continued}
n) Cash based scheme

Qutstanding Outstanding

at start of Granted Vested Forterted at end of

year dunng year dunng year dunng year year

2005 Award 117,202 - (117,202) - -
2006 Award 78,432 - (78,432) - -
2007 Award 80,431 - - (6,292) 74,139
2008 Award 74,634 - - (7,069) 67,565
350,699 - (195,634) {13,361) 141,704

At the date of vesting the 2005 and 2006 awards were valued at £7 90 The weighted average remaining life of awards outstanding at the year
end 1s one year

25 Financial instruments

Financial nsk and treasury policies

The treasury department maintamns iquidity, manages retations with the Group's bankers, identifies and manages foreign exchange nsk and
provides a treasury service to the Group’s businessas Treasury dealings such as investments, borrowings and foreign exchange are conducted
only to support underlying business transactions

The Group has clearly defined policies for the managernent of foragn exchange and interest rate nsk The Group treasury department is nct a
profit centre and, therefore, does not undertake speculative foreign exchangs dealings for which there is no undertying exposure Exposures
resulting from sales and purchases in foreign currency are matched where possible and the net exposure may be hedged

{l CREDIT RISK
Cradit nsk 1s the nsk of financial loss to the Group If a customer or counterparty to a financial instrument fails to mest its contractual obligations,
and arnises pnncipally from the Group’s receivables from customers and monies on deposit with financial institutions

Management has a credrt policy In place and exposure to credit nsk 1s both monitored on an ongoing basis and reduced through the use of
credit Insurance covenng 60% to 75% of trade receivables at any hme Credit evaluations are camed out on all customers requinng credit above
a certain threshold, with varying approval levels set above this depending on the value of the sale At the balance sheet date there were no
significant concentrations of credit nsk

Goods ara sold subject to retentton of title clauses, so that in the event of non-payment the Group may haves a secured clam

The Group establishes an allowance for impaiment in respect of non-insured receivables where recoverabilty 1s considered doubtiul
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25 Financial instruments (continued)
() CREDIT RISK {continued)
Exposure to credit nsk

The camying amount of financial assets represents the maxmum credit exposure The maxamum exposure to credrt nsk at the reporting date was

Carrying amount

2009 2008
Trade recelvables 53,791 63,694
Qther receivables 7,316 6,715
Cash and cash equivalents 78,676 41,390
Currency swap deposit 400 2,175
Forward exchange contracts used for hedging - assets 842 239
Total 141,125 114,213

The maximum exposure to credit nsk for trade recelvables at the reporting date by currency was

Carrying amount

2009 2008

Sterling 6,179 7,138

US dollar 13,134 14,444

Euro 25,604 31,248

Other 8,874 10,864

Total 53,71 63,694

Provisions against trade receivables

The ageing of trade receivables and associated provision for impairment at the reporting date was

Gross Provision Gross Provision

2009 2009 2008 2008

Not past due 36,823 {41) 42,778 (88)

Past due 0-30 days 9,438 {49) 11,394 (173)

Past due 31-60 days 4,417 {62) 5,860 (53)

Past due 61-90 days 2,386 277) 1,938 (60)

Past due more than 91 days 2,220 {1,164) 3,092 (994)

55,384 (1,593) 65,062 {1,368)
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

25 Financial instruments (continued)

() LIQUIDITY RISK

Liguidity nsk 1s the nsk that the Group will not be able to meet its financial obligations as they fall due The Group’s approach to
managing hquidity s to ensure, as far as possible, that it will always have sufficient iguidity to meet its labilihes when due, under both
normal and stressed conditions, without iIncurnng unacceptable losses or nsking damage to the Group's reputation

The Group Is highly cash generative, and uses monthly cash flow forecasts to monitor cash requirements and to optimise its return on
investments Typically the Group ensures that it has sufficient cash on hand to mest foreseeable operational expenses, but it maintains

a £2m overdraft facility (2008 £2m) on which interest would be payable at LIBOR plus 150 basis points

The following are the contractual matunties of financial liabthties, including mterest payments and excluding the impact of netting

agreements

31 December 2009

Analysis of contractual cash flow matunties

Carrying Contractual Less than More than

amount cash flows 12 months 1-2 years 2-S years Syears

Secured bank loans - - - - - -
Finance lease llabilities 224 240 113 74 53 -
Trade and other payables 51,040 51,040 51,040 - - -
Forward exchange contracts 1,257 1,257 1,130 127 - -
Non-redeemable preference shares 42 42 - - - 42
52,563 52,579 52,283 201 53 42

The forward exchange contracts will be settled on a gross basis and the undiscounted gross outflow in respect of these contracts 1s
£59,410,000 {2008 55,802,000) and the gross inflow 1s £59,185,000 (2008 £47,277,000)

31 December 2008

Analysis of contractual cash flow maturties

Carrying Contractual Less than More than

amount cash flows 12 months 1-2 years 2-5 years Syears

Secured bank loans 27 30 30 - - -
Finance lease labiihes 278 206 139 g2 65 -
Tradle and other payahles 59,584 59,584 59,584 - - -
Forward exchange contracts 7,310 7,310 5,624 1,686 -
Non-redeemable preference shares 42 42 - - - 42
67,241 67,262 65,377 1,778 65 42
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25 Financial instruments (continued)

() MARKET RISKS

Market nsk 1s the risk that changes in market pnces, such as currency rates and interest rates, will affect the Group’s results
The objective of market nsk management i1s to manage and control market nsk within surtable parameters

a} Currency nsk

The Group 1s exposed to foreigh currency nisk on sates and purchases that are denorminated in a currency other than sterling

The currencies pnmarily giving nse to this nsk are the US dollar and related currencies and the euro The Group hedges up to 75%

of forecast US dollar or euro foreign currency exposures using forward exchange contracts In respect of other non-sterling monetary
assets and labilities the exposuras are mantaned and hedged up to 75% where this 1s deemed appropnate

The Group classifies its forward exchange contracts hedging forecasted transactions as cash flow hedges and statas them at fair value
The net farr value of forward exchange contracts used as hedges at 31 December 2009 was a £315,000 habiity (2008 £7,310,000
habilty) comprising an asset of £942,000 {2008 £239,000} and a hability of £1,257,000 (2008 £7,549,000) Forward exchange contracts
n place at 31 December 2009 mature in 2010 and 2011

Changes in the farr value of forward exchange contracts that economically hedge monetary assets and labibihes in foreign currencies
and for which no hedge accounting 1s apphed are recognised in the incormne statement

The Group entered into a currency swap in February 2005 when €9 Om was borrowed to finance the acquisttion of PC Intertechnik,
linked to a deposit of £6 2m, at an exchange rate of €1 444/£1 000 The €9 0m was paid to Rotork Controls {Deutschland) GmbH in
a form of redeemable squity as this company purchased the assets of PC Intertechrik This swap was enterad into to protect the
Group from currency movements on the repayment of equity from Germany and this swap will expire in February 2010

Sensitivity analysis

It 1s estimated that, with all other vanables held equal (in particular other exchange rates), a general change of one cent in the value

of the US dollar against sterling would have had a £250,000 impact on the Group’s profit before tax and a one euro cent movement
against sterling would have had a £250,000 impact on the Group's profit before tax for the year ended 31 December 2009 The method
of estimation, which has been applied consistently, involves assessing the transaction impact of JS dollar and euro cash flows and the
translation impact of US dollar and euro profits

The following significant exchange rates applied dunng the year

Average rate Closing rate
2009 2008 2009 2008
US dollar 154 181 161 144
Euro 113 124 113 103
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

25 Financial mstruments {continued)
{lll) MARKET RISKS (continued)
b} Interest rate risk

‘The Group does not undertake any hedging activity in this area All cash deposits are made at prevailing interest rates for terms of
generally no more than one month The main element of interest rate nsk concerns sterling deposits and short term overdrafts in foreign

currancies both of which are on a floating rate

The floating rate financial habtlities compnse finance leases, bank loans and overdrafts beanng interest rates fixed by reference to the

relevant LIBOR or equivalent rate

The weighted average interest rate of the fixed rate financial habiities 1s 4 1% (2008 4 6%6) per annum The wetghted average penod

for which interest rates on the fixed rate financial labilities are fixed 1s one year

The matunty profila of the Group's financial liabilities at 31 December was as follows

2009 2008
In one year or less 104 157
In mere than one year but not more than two years 69 86
In more than two years but not more than five years 51 62
In more than five years 42 42
Total 266 347

All cash amounts are on floating rates or overmight rates based on the relevant LIBID or equivalent rate

(V) CAPITAL RISK MANAGEMENT

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going concern in order to provide
returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure The Group defines capital
as net funds and equity attnbutable to share holders (see note 16) There are no external imposed restrictions on the Group’s capital

structure

The Group's net funds at the balance sheet date were

2009 2008
Total borrowings {266} (347}
Cash and cash equivaients (note 15) 78,676 41,380
Group net funds 78,410 41,043

In order to maintain or adjust the caprtal structure the Group may adjust the amount of dividends paid to shareholders, return capital to

shareholders or issue new shares
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25 Financial mstruments {continued)
(V) FAIR VALUES

The farr values of financial assels and labiiies, together with the carmying amounts shown in the balance sheet, were as follows

Carrying Fair Carrying Far
amount value amount value
2009 2009 2008 2008
Loans and receivables
Trade receivables 53,791 53,791 63,694 63,694
Other receivables 7,316 7,316 6,715 6,715
Financial assets
Cash and cash equivalents 78,676 78,676 41,390 41,390
Currency swap deposit * 400 400 2,175 2,175
Designated cash flow hedges
Forward exchange contracts
- Assets 942 842 239 239
- Liabihties {1,257) (1,257) (7,549) (7,549)
Financial habihties at amortised cost
Trade and other payables {51,040) (51,040) (59.584) (59.584)
Secured loans - - 27N 27
Preference shares {42) {42) {42) (42)
Finance lease liabilities (224) (224) (278) (278}
Currency swap loan * {400) {400) {2,175) (2,175}
88,162 88,162 44,558 44,558

* As the elements of the currency swap can legally be off-set, although the values of the loan and deposit are shown above they have

been off-set in the consolidated balance sheet

Basis for determining fair values

The following summanses the significant methods and assumphons used Iin estmating the fair values of financial instruments reflected

in the table above

Designated cash flow hedges

Forward exchange contracts are valued at year end spot rates adjusted for the forward points to the contract's value date, and gains

and losses taken to equity

Secured loans

As the loans have a flexible repayment schedule, and may be paid down In less than one year, the notional amount 1s deemed to reflect

the fair value

Trade and other receivables/payables

As the majonty of receivables/payables have a remaining Iife of less than one year, the notional amount 1s deemed to reflect the fair

value
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Notes to the Group Financial Statements

for the year ended 31 December 2009 continued

26 Operating leases
Noen-cancellable operating lease rentals are payable as follows

2009 2008

Less than one year 1,357 1,517
Between one and five years 6,128 4,202
Maore than five years 1,261 2,005

8,746 7,724
Of the £8,746,000 (2008 £7,724,000), £6,804,000 (2008 £6,051,000) relates to property and the balance to plant and equipment
27 Capital commitments
Capital commitments at 31 December for which no prowsion has been made in these accounts were

2009 2008
Contracted 74 522
28 Contingencies

2009 2008
Performance guarantees and indemnities 8,592 5,725

The performance guarantees and indemmities have been entered into in the normal course of business A liabiity would only anse in

the event of the Group faling to fulfil its contractual cbligations

29 Related parties
The Group has a related party relationship with its subsidiaries and with its directors and key management A list of subsidianes 1s

shown on pages 94 to 96 of thase financial statements Transactions between two subsidianes for the sale and purchase of products

or the subsidiary and parent Company for management charges are pnced on an arms length basis

Sales to subsidiaries and associates of BAE Systems ple, a related party by wrtue of non-executive director IG King's directorship of

that company, totalled £20,000 dunng the year (2008 £32,000) and £19,000 was outstanding at 31 December 2009 {2008 £nil)

Key management emoluments
The emoluments of those members of the management team, including directors, who are responsible for planntng, directing and
controlling the actvities of tha Group were

2009 2008
Emoluments including social secunty costs 2,455 2,535
Post employment benefits 424 388
Share-based payments 843 760
3,722 3,683
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Rotork p.l.c. Company Balance Sheet

at 31 December 2009

2009 2008
Notes £000 £000
Fixed assets
Tangble assets c 1,146 1,174
Investments d 43,205 2,668
44,351 3,842
Current assets
Debtors f 20,458 51,284
Cash at bank and in hand e 15,351 12,479
35,809 63,763
Creditors
Amounts falling due within one year g (3,888) (8,779)
Net current assets 31,921 54,984
Total assets less current habilities 76,272 58,826
Creditors
Amounts faling due after more than one year h (42) (42)
Net assets 76,230 58,784
Capital and reserves
Called up share capital ] 4,330 4,325
Share premium account i 7,033 6,666
Translation reserve ) - 2
Caprtal redemption reserve | 1,642 1,642
Profit and loss account | 63,225 46,153
Equity shareholders’ funds 76,230 58,784
These Company financial statements were approved by the Board of Directors on 1 March 2010 and were signed on its behalf by
Pl France and RE Slater, Directors
(8
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Notes to the Company Financial Statements

for the year ended 31 December 2009 continued

a Accounting polictes
The following accounting policies have been applied consistentty in dealing with tems which are considered matenal in relation to the financial
statements Notes a to k relate to the Company rather than the Group

Basts of preparation
The financial statements have been prepared under the hustoncal cost convention and in accordance with applicable UK GAAP

Under section 408(3) of the Comparues Act 2006 the Company 1s exempt from the requirement to present its own profit and loss account
Under FRS 1 the Company 1s exempt from the requirement to prepare a cash flow staternent on the grounds that the Group includes the
Company in its own published consclidated financial statements

The Company has taken advantage of the exemption available under FRS 8 and has not disclosad transactions with entries which are
subsidianes of the Group

The Group financial statements contain financial Instruments disclosures which comply with FRS 29 ‘Financial Instruments Disclosures’
Consequently, the Company has taken advantage of the exemption in FRS 29 not 1o present separate financtal instrument disclosures for the
Company

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies withan the Group, the Company

considers these to be iInsurance arrangements, and accounts for them as such In this respect, the Company treats the guarantee contract as
a contingent liability until such time as it becomes probable that the Company will be required to make a payment under the guarantee The
Company continues to account for infragmoup cross guarantees under FRS 12

Foreign currencies

Transactions in foreign currenctes are recorded using the rate of exchange ruling at the date of the transaction Monetary assets and liabilhes
denominated in foreign currencies are translated using the rate of exchange ruling at the balance sheet date and the gains or losses on
translation are included in the profit and loss account

Investments
Investments are measured at cost less any provision for imparment and adjusted where equity settied share-based payments are made to the
subsidiary company's employees They compnse Investments in subsidiary companies

Depreciation and amortisation

Freehold land 1s not depreciated Long leassheld buldings are amortised over 50 years or the expected useful ife of the bullding where less
than 50 years Other assets are depreciated by equal annual instalments by reference to therr esaimated useful lives and residual values at the
following annual rates

Freehold bulldings 2% to 4%
Short leasehold bulldings pencd of lease
Plant and equipment 10% to 33%
Post retirement benefits

The Company participates in a Group wide pension scheme providing benefits based on final pensionable pay The assets of the scheme are
held separately from those of the Company The Company Is unable to identify its share of the undertying assets and habilities of the scheme
on a consistent and reasonable basis and therefore, as required by FRS 17 Retrernent benefits, accounts for the scheme as if it were a defined
contnbution scheme As a result, the amount charged to the profit and less account represents the contnbutions payable to the scheme in
respect of the accounting penod

Classification of preference shares
Following the adoption of the presentabon elements of FRS 25, Financial instruments, the cumulative redeemable preference shares 1ssued by
the Company are classified as long term debt The preference dividends are charged within interest payable

Share-based payments

The Company has adopted FRS 20 and the accounting policies followed are in all matenal respects the same as the Group's policy under
{FRS 2 This policy I1s shown in note 1 to the Group financial statements
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a Accounting policies {continued)

Deferred taxation

Deferred tax 1s provided in full, without discounting, on tming differences that result in an obligation at the balance sheet date to pay more tax,
or a nght to pay less tax, at a future date at rates expected to apply when they crystallise based on current tax rates and law, except for the
rtems explained below Timing differences anse from the inclusion of tems of income and expendrture In taxation computations in pencds
different from those in which they are included in the financial statements Deferred tax 1s not provided on tming differences ansing from

the revaluation of fixed assets whers there 1s no commutment to sell the assets or on unremitted earmings of subsidianes where there 1S no
commitrment to remit those earnings Deferred tax assets are recognised to the extent that it 1s regarded as more likely than not that they wall
be recovered

Dvidends
Intenm dividends are recorded in the financial statements when they are paid Final dmdends are recorded in the financial statements in the
penod which they are approved by the Company’s sharsholders

b Personnel expenses in the Company Profit and Loss Account

2009 2008
Wages and salanes {(including bonus and incentive plans) 1,449 2,679
Social secunty costs 206 192
Pension costs 264 235
Share-based payments 263 361
2,182 3,467

There are seven (2008 five) employeas of Rotork p | ¢ plus the four (2008 four) executive directors The personnel costs accounted
for within the Company include the full costs of the employees and the Group Finance Director but not the full costs of other executive
directors Half of the salary costs of the Group Chief Executive are reported within the Company but the balance of the costs and those
of the other two executive directors are reported within the subsichary whera thay are based as this approximates the basis on which
therr time 1s split

Share-based payments

The share-based payment charge relates to employees of the Company participating in the Long Term Incentive Plan ('LTIP’)

The disclosures required under FRS 20 can be found in note 24{(c} to the Group Financial Statements The table below sets out the
movement of share options under the LTIP for employees of the Company

Qutstanding Outstanding

at start of Granted Vested Fortferted at end of

year dunng year dunng year dunng year year

2005 Award 57,426 - (57,426) - -
2006 Award 36,813 - {36,813) - -
2007 Award 42,432 - - - 42,432
2008 Award 42,761 - - - 42,761
2009 Award - 64,722 - - 84,722
179,432 64,722 (94,239) - 149,915

At the date of vesting the 2005 and 2006 awards were valued at £7 58 The weighted average remaining Iife of awards outstanding at the year
end s one year
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Notes to the Company Financial Statements

for the year ended 31 December 2009 continued

¢ Tangible assets in the Company Balance Sheet

Land and Plant and
bulldings equipment Total

Cost
At 1 January 2009 and 31 December 2009 1,468 13 1,481
Depreciation
At 1 January 2009 204 13 307
Charge for year 28 - 28
At 31 December 2009 322 13 335
Net book value
at 31 December 2009 1,146 - 1,146
at 31 December 2008 1,174 - 1,174
Net book value of land and builldings can be analysed between

2009 2008
Freehold land 60 60
Freehold buildings 1,086 1,114
Net book value at 31 December 1,146 1,174
d Investments in the Company Balance Sheet
Shares in Group companies

2009 2008
At 1 January 2,668 2,311
Additions ansing from share schemes 537 357
Increased investment in subsicdhiary undertakings 40,000 -
At 31 December 43,205 2,668
A listing of the pnncipal subsichanes 1s included in the directory on pages 94 to 96
e Cash at bank and in hand in the Company Balance Sheet

2009 2008
Bank balances 340 34
Short term deposits 15,011 12,445
Cash at bank and i hand 15,351 12,479
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f Debtors due withtn one year in the Company Balance Sheet

2009 2008

Amounts owed by Group undertakings 20,184 50,399
Other debtors 32 29
Prepayments and accrued income 56 49
Corporation tax 49 639
Ceferred taxation 137 168
20,458 51,284

A deferred tax asset of £137,000 (2008 £168,000) has been recognised This asset principally relates to other timing differences in
respect of share-based payments The directors are of the opinion, based on recent and forecast trading that the level of future and

current profits make it more likely than not that the asset will be recovered

g Creditors amounts falling due within one year in the Gompany Balance Sheet

2009 2008
Bank loans and overdrafts - 5,606
Trade creditors 163 110
Amounts owed to Group undertakings 1,052 1,053
Other taxes and social secunty 25 22
Other creditors 1,985 1,557
Accruals and deferred income 663 43

3,888 8,779
The Company has a £10m gross overdraft facility and is part of a UK banking arrangement, see note)
h Creditors amounts falling due after more than one year n the Company Balance Sheet

2009 2008
Preference shares classified as debt 42 42
This debt 1s not redeemable at any fixed future date
1 Contingencies In the Company

2009 2008

Guarantees for bank overdrafts of UK subsidiary undertakings

The UK banking arrangements are subject to cross-guarantees between the Company and its UK subsidianes These accounts are
subject to a nght of set-off The performance guarantees and indemnities have been entered into in the normal course of business

A lability would only anse in the event of the Group failing to fulfil ts contractual obhgations
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Notes to the Company Financial Statements

for the year ended 31 December 2009 continued

1 Capntal and reserves in the Company Balance Sheet

Capital Equity
Share Shars Translation redemption Retained Shareholdars'
capital premium reserve reserve earnings funds
Balance at 1 January 2009 4,325 6,666 (2) 1,642 46,153 58,784
Profit for the year - - 2 - 42,199 42,201
Equity settled share-based
payment transactions net of tax - - - - {622) (622)
Share options exercised by
employees 5 367 - - - 3rz
Own ordinary shares acquired - - - - {3,700} {3,700)
Own ordinary shares awarded
under share schemes - - - - 3,297 3,297
Dwidends - - - - {24,102) (24,102)
Balance at 31 December 2009 4,330 7,033 - 1,642 63,225 76,230

Details of the number of ordinary shares authonsed and in issue and dividends paid in the year are given in note 16 to the Group
Financial Statements

Profit for the financial year in the accounts of the Company 1s £42,199,000 (2008 £33,259,000}
k Capital nsk management in the Company
The Company’s objectives when managing capital are to safeguard the Company's ability to continue as a going concern in crder to

provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure

In order to mamtain or adjust the capital structure the Company may adjust the amount of dividends pad to shareholders, return capital
to shareholders or i1ssue new shares

The Company’s net funds at the balance sheet date were

2009 2008
Preference shares (42) {42)
Bank overdraft - {5,606}
Cash at bank and mn hand 15,351 12,479
Company net funds 15,309 6,831
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Ten Year Trading History

2009 2008 2007 2006 2005 2004 2003 2002 2001 2000
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
IFRS IFRS IFRS IFRS IFRS IFRS | UK GAAP UK GAAP UK GAAP UK GAAP
Continuing operations 353,521 [ 320,207 235,688 206,709 174,839 146,883 | 135,964 129,677 119,322 103,945
Discontinued operations - - - - - - - 3,783 4,367 3,935
Revenue 353,521 | 320,207 235,688 206,709 174,839 146,883 | 135,964 133,460 123,689 107,880
Cost of sales (187,600)|{176,046) (127,748) (115,603) (95,358) (79,097} (72,046) (71,875) (B5,877) (59,021}
Gross profit 165,921 | 144,161 107,940 91,106 79481 67,786 | 63918 61,585 57,812 48,859
Overheads (74,384)| (69,272) (52,553) (46,017) (42,951} (37,354)| (36,808) (35,863) (33,532) (29,108)
Operating profit 91,537 | 74,889 55387 45089 36,530 30432 271410 25722 24,280 19,751
Continuing operations 92,103 | 76,014 55461 45089 36,530 30432 28415 26,553 24,733 20,478
Discontinued operations - - - - - - - 474 574 309
Adjusted” operating profit 92103 | 76,014 55,461 45,089 36,530 30,432 | 28415 27,027 25,307 20,787
Amorhsation of acquired
intangible assets 1,153)| (1,125) 74 - - - - - - -
Disposal of property 87 - - - - - - - - -
Armortisation of goodwill - - - - - - {1,305) (1,305 (3,027) {1,036}
Operating profit 91,5637 | 74,889 55,387 45089 36,530 30432 | 27,110 25,722 24,280 19,751
Exceptional tems - - - - - - 597 - - -
Net interest {621} 862 1,866 a72 127 1,074 461 440 563 831
Profit before taxation 90,916 | 75,751 57,253 46,061 36,657 31,506 | 28,168 26,162 24,843 20,582
Tax expense (26,884)| (22,331) (17,957) (14,728} (12,043) (10,508)| (9.469) (8,868) (8,538} (7,110)
Profit for the year 64,032 | 53420 39296 31333 24614 20993 18699 17294 16304 13,472
Dividends (24,102)} (29,970) (24,732) (24,140) (13,437) (17,751)| (12,592) (11,959} (11,147} (10,504)
Basic earnings per share 74 2p 62 Op 45 6p 36 4p 28 6p 24 5p 218p 20 1p 18 9p 156p
Adjusted* earnings per share 75 5p 63 3p 457p 38 4p 28 6p 24 5p - - - -
Diluted earnings per share 73 9p 61 6p 45 2p 36 1p 28 4p 24 3p 217p 20 0p 18 9p 156p

* Adjusted 1s before amortisation of acquired intangible assets and the disposal of property

The above ten year history has not been restated to apply IFRS to all penods Had this exercise been undertaken the major changes
would have been the removal of amertisation of goodwill and the introduction of amortisation of separable intangibles, capitahsation
and amortisation of development costs and charges for share—based payments Dividends shown in the IFRS columns are on a paid
basis but in the UK GAAP columns are on an accrued basis
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Share Register Information

The tables below show the spiit of sharsholder and size of shareholding nRotork p i c

Number Number
Ordinary shareholder by type of holdings % of shares %
Indwiduals 1,784 675 3,026,259 35
Bank or nominees 778 295 82,650,741 954
Pension fund 1 01 3,256 01
Other company 49 19 510,034 05
Other corporate body 28 10 426,408 05
2,640 1000 86,616,698 1000
Number Number
Range of shareholders % of shares %
1-1,000 1,332 505 560,430 06
1,001 -2,000 422 160 630,029 07
2,001-5,000 367 138 1,147.973 14
5,001 -10,000 149 56 1,043,530 12
10,001 - 50,000 173 66 3,887,334 45
50,001 - 100,000 76 29 5,394,406 62
100,001 + 129 46 73,962,996 854
2,640 1000 86,616,698 100 Q0
Source Equinib
Dividend information
The table below details the amounts of intenm, final and addibonal dwvidends deciared in respect of each of the last five years
Addtional
Intenm Final ntenm Total
dividend dividend dvidend drvidend
i3] e o] )
2009 1115 1725 - 28 40
2008 925 1875 1150 3750
2007 770 14 00 930 3100
2006 650 11865 11 60 2975
2005 590 990 - 15 80

Financial calendar
2 March 2010

7 Apnl 2010

9 Apnl 2010

23 Apnl 2010

7 May 2010

3 August 2010

23 June 2010

25 June 2010

23 Juty 2010

92

Pralrminary announcement of annual results for 2009
Ex-dividend date for final proposed 2009 dvidend
Record date for final proposed 2009 dividend

Annua! General Meeting held at Rotork House, Brassmull Lane, Bath, BA1 3JQ

Payment date for fmal proposed 2009 dividend
Announcemert of ntenm financial results for 2010
Ex-dividend date for addiional intenm dvidend
Record date for additional intenm dividend
Payment date for addiional intenm dwidend
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Corporate Directory

Company Secretary
Stephen Rhys Jones

Registered Office
Rotork plc
Brassmill Lane
Bath BA1 3JQ

Company Number
578327

Registrars
Equiniti
Aspect House
Spencer Road
Lancing

West Sussex
BNS9 6DA

Stockbrokers

UBS Investment Bank
1 Finsbury Avenue
London EC2M 2PP

Financiat Advisers
UBS Investment Bank
1 Finsbury Avenue
Lendon EC2M 2PP

Auditors

KPMG Audit Pic
100 Temple Strest
Bnstol BS1 6AG

Financial Public Relations
Financial Dynamics Limited
Holborn Gate

26 Southampton Buildings

London EC2A 1PB

Solicitors

Messrs Osborne Clarke
No 2 Temple Back East
Temple Quay

Bnstol BS1 6EG
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Directory

United Kingdom

Rotork p | ¢, England
Holding company

Roger Lockwood

Chairman (non-executive)
Peter France

Chief Executive

Tel +44 1225 733200

Fax +44 1225 733381

Emall peter france@rotork com

Rotork Controis Ltd, England
100% owned by Rotork pl ¢
Pster France

Managing Director

Tel +44 1225 733200

Fax +44 1225733381

Email peterfrance@rotork com

Valvekits, England

A dvision of Exeeco Ltd

Dawd Littlepshns

Managing Director

Tel +44 1623 440211

Fax +44 1623 440214

Email dawvid littlejohns@rotork com

Rotork Overseas Ltd, England
100% owned by Rotork pl ¢
Stephen Jones

Company Secretary

Tel +44 1225 733200

Fax +44 1225 733381

Emall stephen jones@rotork com

Exeeco Ltd, England

100% owned by Rotork Controls Ltd
Dawvid Littlejohns

Managing Director

Tel +44 113 256 7922

Fax +44 113 256 3556

Email david Iittlejohns@rotork com

Amencas

Rotork Inc, USA

100% owned by Rotork Overseas Ltd
Robert Arnold

Director

Tel +1 £85 247 2304

Fax +1 585 247 2308

Email bob arnold@rotork com

Rotork Process Control, USA

A dimision of Rotork Controls Inc
Derek Olson

General Manager

Tel +1 414 461 9200

Fax +1414 461 1024

Emall DQOlson@jordancontrols com

Rotork Controls de Venezuela SA,
Venezuela

100% owned by Rotork Overseas Ltd
Edgar Vina

General Manager

Tel +58 212 762 6706

Fax +58212 762 9382

Email edgarvina@rotork com ve

Rotork Controls Inc, USA
100% owned by Rotork inc
Robert Arnold

President

Tel +1 585 247 2304

Fax +1 585 247 2308

Email bob arnold@rotork com

Rotork Controls (Canada) Ltd, Canada

10026 owned by Rotork Overseas Ltd
Chns Bone

President

Tel +1 403 569 9455

Fax +1403 5699414

Email chns bone@rotork ca

ROTORK PL C Annual Report & Accounts 2009

Rotork Controls Comércio De
Atuadores LTDA, Brazil

100% owned by Rotork Overseas Ltd
Emiho Osterling

Diractor

Tel +55 212221 7400

Emall emilio osterling@rotork com

Flow-Quip Inc

100% Owned by Rotork (nc
Milton Fore

General Manager

Tel +1 918663 3313

Fax +1 918663 9034

Emal mfore@flowquip com



Europe

Rotork Motonsation SAS, France
100% owned by Rotork Overseas Ltd
Bruno Deverly

General Manager

Tel +33 143111550

Fax +33 148354254

Email brunc deverly@rotork com

RFS Melle, Germany

A division of Rotork Controls (Deutschlandy
GmbH

Cr Woifgang Funk

General Manager

Tel +49 5422 94140

Fax +49 5422 941410

Emal wolfgang funk@rotork com

Rotork Gears BV, Netherlands

100% owned by Rotork Gears (Holdings) BV
Johan Mostert

General Manager

Tel +31 53 538 B677

Fax +31 53 538 3939

Email johan mostert@rotork com

Rotork Controls Italia Srl, Italy
100% owned by Rotork Overseas Ltd
Renato Vezzol

General Manager

Tel +39 0245 703300

Fax +39 0245 703301

Email renato vezzoli@rotork com

Rotork Fluid System S, Italy

100% owned by Rotork Overseas Ltd
Stefan Davis

Director

Tel +39 0583 93061

Fax +39 0583 934612

Email stefan davis@rotork com

Rotork Sweden AB, Sweden

100% owned by Rotork Overseas Ltd
Alex Busby

Director

Tel +44 1225 733467

Email alex busby@rotork com

Rotork Controls {Deutschland) GmbH,
Germany

100% owned by Rotork Overseas Ltd
Jurgen Vogel

General Manager

Tel +49 2103 95876

Fax +49 2103 54080

Emait jurgen vogel@rotork com

Rotork BV, Netherlands

100% owned by Rotork Overseas Ltd
Frank Koopmans

General Manager

Tel +31 10 4146911

Fax +3110 4144750

Emal! frank koopmans@rotork com

Rotork Gears Holding BV, Netherlands
100% owned by Rotork Overseas Ltd
Johan Mostert

General Manager

Tel +3153 538 8677

Fax +3153 538 3939

Email johan mostert@rotork com

Rotork Gears Sri, ltaly

100% owned by Rotork Controls Italia Sr
Roberto Boldorin

General Manager

Tel +39033 1552128

Fax +39 033 155 3147

Email roberto boldonm@rotork com
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Rotork Controls {ibena) SL, Spain
100% owned by Rotork Overseas Lid
Joaquin Pastor-Velasquez

General Manager

Tel +34 94 676 6011

Fax +3494 676 6018

Email joaquin pastor@rotork com

Rotork Portugal

100% owned by Rotork Controls (Ibena)
SL Joaquin Pastor Velazquez

General Manager

Tel +3494 676 6160

Fax +3494 676 6018

Email joaguin pastor@rotork es

Rotork Rus LLC, Russia

100% owned by Rotork Overseas Ltd
Simon Brown

General Sales Manager

Tel +7 495645 2147

Fax +7 495 956 2329

Email smon brown@rotork com




Directory continued

Rest of the World

Rotork Afnca (Pty) Ltd, South Afnca
100% owned by Rotork Overseas Ltd
Karl Rautenbach

General Manager

Tel +27 11 4539741

Fax +27 11 4539894

Ernail karl rautenbach@rotork co za

Rotork (Thaitand) Ltd, Thailland
100% owned by Rotork Inc
Chaitawat Chotikawanish
Manager

Tel +66 2 5302420

Fax +66 2 530 2106

Email chaitawc@rotork co th

Rotork Actuation Sdn Bhd, Malaysia
100% owned by Rotork Overseas Ltd
Aaron Ow

General Manager

Tel +60 3 5191 3936

Fax +60 3 5191 3837

Email pkow@rotork com my

Rotork Ltd, Hong Kong

100% owned by Rotork Overseas Ltd
Steven Xu

General Manager

Tel +852 2 5202390

Fax +852 2 5289746

Email steven xu@rotork com cn

Rotork Trading {Shanghai} Co Lid,
China

100% owned by Rotork Controls Ltd
Steven Xu

General Manager

Tel +86 21 544 52910

Fax +86 21 544 52912

Emall steven xu@rotork com cn

Rotork Japan Co Ltd, Japan

100% owned by Rotork Overseas Lid
Shiruchi Araki

General Manager

Tel +81 3 5632 2941

Fax +81 3 5632 2942

Emall s-araki@rotork co |p

Rotork Fluid System Pty Ltd, Australia
100% owned by Rotork Overseas Lid
Lyndon Dean

General Manager

Tel +61 3 9729 8882

Fax +613 9720 8884

Email lyndon@risaustralia com

Rotork Controls (India) Ltd, india
100% owned by Rotork Controls Ltd
P Ravindranath

President

Tel +91 44 2625 4219

Fax +91 44 26257108

Emall ravi p@rotork co In

Rotork (Malaysia) Sdn Bhd, Malaysia
100% owned by Rotork Overseas Ltd
Aaron Ow

General Manager

Tel +60 3 5192 8812

Fax +60 3 5192 8821

Emall pkow@rotork com my

Rotork Controls {(Singapore) Pte Ltd,
Singapore

100% owned by Rotork Overseas Ltd
Richard Hudd

General Manager

Tel +65 64571233

Fax +85 64576011

Emall nchard hudd@rotork com
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Rotork Actuation {(Shanghai) Co Lid,
China

100% owned by Rotork Controls Ltd
Bruce Wang

General Manager

Tel +86 216434 B388

Fax +86 21 6434 8266

Email bruce wang@rotorkshangha com
cn

Rotork Controls {Korea) Co Ltd, South
Korea

100% owned by Rotork Overseas Ltd
SW Chun

General Manager

Tel +82 31768 8151

Fax +82 31768 8156

Emaill swchun@rotork co kr

Rotork Austraha Pty Ltd, Australia
100% owned by Rotork Overseas Ltd
Lee Howard

General Manager

Tel +61 353 381566

Fax +61 353 381570

Email {ee howard@rotork com au

Rotork New Zealand

100% owned by Rotork Australia Pty Ltd
Dawvid Croxford

General Manager

Tel +64 4477 3312

Fax +64 4477 5706

Email dawid croxford@rotork co nz



