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Realising the potential

Front cover image shows a Remishaw RMP60 probe being fitted to a
horizontal machimng centre at Shenyang Machine Tool {Group) Co ,

Ltd (SMTCL)

Founded 0 1995, SMTCL 15 one of China's largest manufacturers of both
CNC and conventional machine tools Over 300 different types of machines
and a thousand specifications are distnbuted domestically and exported to
mere than B0 regions and countries worldwide Acclaimed for work in a wide
range of global industries, particular local achievements have included key
technologies R&D, brand-leading work for the Shanghar Maglev train and
outnight brand leadership for 1ts CNC lathe Sales volume across SMTCL's
production centres in China at Shenyang and Kunming, and in Europe at
Aschersdieben {Germany), topped 30,000 units in 2010 Overseas revenue
exceedad USE150 million while mainiand sales eamed n excess of

RMB 14 hillien The overniding goal of SMTCL 15 1o expand (s three industnal
centres significantly to become a world beabng, international power brand in
machine tool manufacture




GLOBAL DEVELOPMENTS

Throughout its history Renishaw has invested in opening offices in markets that
offer longer term growth potential, helping to quickly establish the Company’s
reputation and brand name It has also bolstered sales to global customers, by
giving confidence that wherever their machines are sold, any installed Renishaw
equipment will be supported by local technical experts.

o Renishaw offices

North and South America

*» Increasing adeption of REVO™ fiwe ans measurement
technology for co ordinate measurng macrunes by customers
in the automotive and off roac sectars

» inBrazl the Company 1s bengfiting from nvestment n
agnculture ang aerpspace gperations




Continental Europe

= Strong growth in the Compasny § major markets as a resuit of
the general recavery in manufactunng

« The drve for manufactunng qualty v Russia 1s especiatly
bonstng sales of calibration products
= Heavy investment in the photo voltaic (PV) market has

sigrlicantly benefited the Comparry § posiion
encoder business

UK

* With manulacturers in several key sectors locking 16
maximise efficiencies from existing machingry there was
strang growsh for CMM and machine tool retrofits

TOTAL GROUP REVENUE £288.7m
(2010 £181.6m)

Far East

* (Good growth in the Company s posiion encoder
business has resuited from strong markets for the
manufacture of fiat panel cisplays and LED hghting

o Anincreased use of machining in the manufacture of
consumer electronics ¢asings has seen an increased
use of machine Lool probe systems to aid part quality




RESULTS AT A GLANCE

2011 2010 change
Revenue (Em) 288.7 1816 +59%
Adjusted operating profit (£Em)* 789 28.1 +181%
Adjusted profit before taxation (Em)* 80.4 287 +180%
Adjusted earnings per share (pence)* 88.0 316 +178%
Dividend per share (pence) 35.0 176 +99%
Statutory
Profit before tax (£m) 82.1 270 +203%
Basic earnings per share (pence) 90.3 29.3 +208%

~Adused figuies are statad ailer excluding the excegiundl itams, these heing an impairmant write cown 01 2010 and its rversal 2011




4 CHAIRMAN'S STATEMENT

| am delighted to announce record group results in terms of both revenue
and profit for the year ended 30th June 2011

CHAIRMAN’S

STATEMENT

Totat group revenue for the year was £288 7m {including
£8 9m revenue from acquisibons dunng the year (2010 Enil),
59% ahead of the £181 6m for last year and, more importantly,
43% ahove the previous highest year's revenue of £201 2m
reported in 2008 All geographic areas saw good progress, with
growth of 64% 1n Europe, 57% n the Amencas and 61% in the
Far East, particularly in China, which has become the Group's
largest market, with revenues of £54 2m this year
{2010 £34 2m)

Group profit before tax for the year, excluding exceptional
tems, was £80 4m, compared with £28 7m last year, and
compared with £41 7min 2008, being the previous fughest
year's profit before tax (excluding exceptional tems)

Adjusted earnings per share were 88 Op, an increase of
178% over last year's adjusted earmings per share of 31 6p
Reported earnings per share were S0 3p (2010 28 3p)

SEGMENTAL ANALYSIS
Metrology

There was an extremely strong performance by our
metrology business durning the year, with revenue of £267 Om,
compared with £162 1m last year, an increase of 65% There
was growth across all product lines, with machine tool and
encoder products showing particularly strong growth Operating
profit for this segment was £87 4m, compared with £31 5m
last year, an increase of 177%

During ihe year the Group acquired a 49% sharehotding in
Measurement Devices Limsted ("MDL") at a cost of £3 9m,
there 1s agreement that MOL will become a 100% subsidiary n
2014 Accounting standards require the Group to censohidate 115
results as if the company were a subsiciary, due to the structure
of the shareholders' agreement MOL 1s & metrology company

whose laser scanner producls are pnmanly marketed in the
areas of manng positioning, mMining, quarrying and surveying

On 8th Apnl 2011, the Group acguied for £3 8m, a 100%
shareholding in MTT Investments Limited {"MTT") MTT
designs, davelops and manufactures additive manufacturing
and rapid prototyping systems, including selective laser matting,
metal casting, and vacuum casting machines and processes
Based in Stone, Staffordshire, in the UK, MTT has 40
employees, with subsidianes (n the USA and Italy, and a branch
office in France MTT's selective laser meling equipment
currently has its main markets in aerospace and medical
devices, but also has potential for use in other sectors its
products are complementary 10 Renishaw's existing
tachnologies and business Ws results have been conschidated
since the date of acquisiton On 1st July 2011 most ¢f the
business and assets were transferred to Remishaw pic and 13
now operating as the Remshaw additive manufacturing
products dwision

Qn 16th June 2011, the Group acquired, for a tetal
consigeration of £6m, of which £3m 15 payable in June 2013,
certain calibrabon technology and software, together with
drawings, designs and intellectual property relating to optical
technology, from Aberlink Innovative Meiralogy I order to
expand the Group’s technology portiolio

A number of new products have been launched during the
year, ncluding Equator™, a racdical new alternative i tradiional
dedicated gauging This was launched in March 2011 and has
been very weli receved




6 CHAIRMAN’S STATEMENT CONTINUED

The Group has made very considerable progress duning the year There continue to be
many challenges to be met and overcome, not least the recruitment and absorption
of new employees, the occupation of new premises, the integration of newly acquired
companies and the ongoing development of Renishaw technologies. Nevertheless the
directors confidently expect the current progress of the Group to continue due to the

Increased opportunities and the underlying strength of our markets

Healthcare

Qur healthcare operations continue to develop both in our
longer established spectroscopy busingss and in our newer
dental, neuro and diagnostic activities

Revenue from our healthcare products rose 11% to
£21 7m (2010 £19 5m) Certain areas are still in the
development phase and, as a result of the continuing research
and development costs, an operating loss of £8 5m was
regorded (2010 loss £3 4m)

During the year the Group has made several sales of the
enhanced surgical robot used for neurosurgical procedures

Remishaw Diagnostics Limited (*RDL") has released the
RenDx™ research use only (“RUQ™ multiplex assay system,
providing a huighly sensitive and flexible to! 1o screen for
multiple targets 1n a single analysis RDL 1s preparing o apply
for approval of the RenDx™ multiplex assay system as an n
vitro medical device

We continue to develop our dental busingss, including cur
collaboration with Biomet 31, which 1s now a non exclusive
distnbutor of Renishaw dental scanming and miling sysiems

BALANCE SHEEY
Expenditure for the year on property, plant and eguipment
was £16 5m, of which £5 4m was in respect of property and
£11 1m was In respect of plant and eguipment
Expenditure on property included
The refurbishment of our Charfield premises, purchased in
2008, which has been occupied by our gental, neurclogical
and imaging coil product ines together with a team of
greup seftware engineers,
Larger premises In Barcelona for our Spanish salgs and
marketing operation,
Completion of the expansion of our Indian production
facilty n Pune wiich opened in March 2011, and
On 24th June 2011, the Group contracted to purchase
461,000 sq ft of premises on 2 site of 193 acres in Miskin,
South Wales, approximately 55 miles from the New Mills
head office This additional space 1s being acquired 10
secure manufactuning capaciy required to accommodate
future growth The cost of these new premises will be
£7 7m, of which £0 7m has been paid as a deposit prior to
the year end
The Group's expenditure on plant, equipment ang vehicles
of £11 1m comprised manly additional maching tools, other
producton machinery and iT investment io support the

expanding business Along with £1 Bm of tangible fixed assets
acquired through busingss acquisitions, the net book value of
property, plant and equipment increased during the year from
£70 5m at 30th June 2010 to £82 3m al 30th June 2011

The Groug has invested heavily In working capital during
the financial year Inventonies have increased by £18 9m over
the year, ingluding £3 2m relating to acquisitons, as the Group
has sought to ensure adequate stock 1o meet customer
demands in an environment of growing but unpredictable and
substantial order intake At the end of June 2011, nventories
were £49 Bm compared with £30 9m at 30th June 2010

The Group continues 1o have a solid balance sheet, with
net cash balances of £34 6m at 30th June 2011, compared
with £31 1m at 30th June 2010

AWARDS

The Group has recewed a number of awards dunng the
year including our 14th Queen’s Award for Enterpnse
Innavation 2011 This has been granted for the TRS2
laser-based ool breakage detection system used on CNC
machine 1ools




STAFF

The Group workforce has grown from 2,098 at 30th June
2010 to 2,675 at the end of June 2011 an increase of 576
Additional siatt have been taken on in all areas, both to suppori
the current ingrease in production as well as to ensure the
ongoing development programmes in Qur metrology and
healthcare busingsses The Group acquired 95 staff through
the acquisibons of MOL and MTT There are currently
267 outstanding vacancies, of which 139 are in the UK
and 128 overseas

Your directors are grateful for the remendous Support and
commitment of our staif dunng a challenging and exciting year

PROSPECTS

The Group has made very considerable progress dunng the
year There continue to be many challenges to be met and
overcome, not least the recruitment and absorption of new
employees, the occupation of new premises, the integration of
newly acquired companies and the ongotng development of
Renishaw technologies Nevertheless the direclors confidently
expect the current progress of the Group to continue due to
the increased opportunities and the underlying strength of
our markets

DIVIDENDS
A final dividend of 24 7p per share wilt be paid in respect

of this year, which, together with the infenm dividend of 10 3p,

gives a total for the year of 35 Op per share, compared with
17 6p for last year and 25 4p in 2008, our previous highest
dwidend The finajvidend will be paid on 17th October 20114
1o shareholders gn the register on 16th September 2011

Sir David R McMurtry, CBE, RDI, FREng, FRS, CEng, FiMechE
Chawman & Chief Execttive
27th July 2011




8 METROLOGY

Renishaw consistently realises its impressive potential to innovate. This year
we've developed a new range of process control solutions to assist the drive
for lean manufacturing. Now the next generation of products in metrology
beckons and we are poised and perfectly placed to respond to the ever

increasing demands on measurement speed and accuracy

Throughout the following pages we look at some companies putting our
technology to the best possible use.

METROLOGY

Revenue
£267.0m
Operating profit

£87.4m

Percentage of
group revenue

92%

Markets
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10 METROLOGY CONTINUED

In the reientless drive to reduce costs, shorten lead times and improve the quality
of finished products, manufacturers are increasingly adopting the latest Renishaw
technologies to keep machines running reliably, to maximise output from those
machines and to significantly reduce the time taken to inspect finished components.

The best of hoth worlds Craig, "the combination of REVO and MODUS provides good
Future Advanced Manufacture future proofing and makes more sense than copying a
Throughout industry there are increasing demands to competitor's technology Now we can produce both tabular and
measure more things more accurately, to mamtamn a visual inspection data by direct companson with the onginal
competitive edge and increase productivity In the arcraft  CAD model to meet clients’ demanding cnteria Surpnsingly,
industry, for example, lives depend on the absolute and thanks only to word of mouth, clients are now sub

accuracy of the design and build of every component and contracting Future AM for final inspection and validation,
every machine No one knows this better than world-class  even though Fuiure AM didn‘t make the onginal products
Gloucestershire-based manufacturer, Future Advanced

Manufacture (Future AM)

On the strengih of s reputation for excelience, this
company recently won a valuable contract to make titamum
blades {or a new propulsion system in the US However, ther
existing metrology tools weren't up 1o the stringent validation
process They thergfore turned to Renishaw and our REVO®
five-axis measunng system for help

Facing tight deadiines, Future AM used a REVO/MODUS
system at Remishaw's faciity while their own system was being
installed REVO maximises throughput of new and existing
CMMs by providing greater accuracy, faster measurement, morg
automation and new capabihities

Renishaw's new MODUS™ sofiware was also employed
Using computer aided design (CAD) driven programming,
information that includes CAD files can be shared quickly and
safely I's also possible to pick up and directly interrogate the
CATIA VS files

“As a result of the REVO/MODUS duo Future AM were able
to get every blade out on time, on budget and with no rejections
- even ihe spare test blades were validated OK," reported Craig
Peterson, Managing Drrector of the company “Consequently,
our US chent 1s considening offening us further work ™

The REVO retrofit not only did the job, 1t improved Future
AM's metrology department's final validatien service by a
massive 80% and opened up many new areas of business for
the company

*For nstance,” says Craig, "validating work on a high-
precision wnaging drum for our customer, Highwater Products,
took an hour on the old machine The REVD only iakes 10
minutes Plus, the level of detail in the MODUS reports has
greatly improved the accuracy of our post machining operation *

With Renishaw's help Future AM can now also offer reverse
engingsnng serices 1o satsfy customers who don't have CAD
or wani items that were made pre-CAD What's more, notes




Keepin' this Wildcat purnng
Tods Aerospace

Remishaw 15 helping Tods Aerospace in South West
England to maintain its quality standards as a preferred
suppier to Agusta Westiand, manufacturer of the AW159
Lynx Wildcat — the next-generahion Lynx hehcopter
earmarked for the UK military

Tods have fong been involved (n the design and
manufacture of mawor component parts for the aircraft The
parts Inciude cockpit doors, ¢argo doors and main fuselage
panels — all made from carben composite Seeking 1o become
more agile and keep better control of (zad tmes and quality, the
company invested 1n a Renishaw RMPBOO wireless touch probe
and OMV Pro software 1o bring more manufactuning capability
In-house

The RMP60Q offers all the benefits of Rerushaw touch
probes, as well as being able (o measure complex 3D pant
geometnes on all sizes of machining centres “One of the key
raasons for the purchase was to align the Wildcat's cabin roof
and then machine 1t," says Tods' CNC Manager Bob Young
“This has proven very suscessful and we are naw producing
our own CMM reports Without the probe we would not have
been able to machine the roof as accurately nor have aligned
the Jigs with such precision ™

Tods also use the Renishaw probe for first article inspection
on every new cvil arcraft flooring project

The RMPGOC allows the company 1o take on more complex
work and produce high-quality parts faster than ever "We're
very happy with the accuracy and, n particular, the consequent
reduchon In large, expensive scrap parts,” explains Young

The accuracy gains rasulting from the RMPG0Q are echoed
by Tods' Quality Director Martyn Perks, who states, "Digital
manufactura and design produces different soris of iolerances
and featurss Using traditonal measunng equipment, like
micrometers and vernier calipers, doesn't really get us to the
levels of quality, accuracy and checking that we require,
Renishaw’s RMPG00 does *

To get the most from any new technology, those charged
with aperating it must know precisely its capabiities “The
Renishaw team has been fantastic ~ says Young, “especially
with set-up and training Their engingers spent ime with us,
ensunng we knaw what we were dong We looked at other
suppliers, but we weren't convinced they coutd support us as
well as Renishaw could *

This 1s a telling example of the pride we lake, notjust in
innevation, but in providing the best possible service fo our
customers before and after any sale

1




12 METROLOGY CONTINUED

Radical new alternative to tradrhonal dedicated gauging
Eponsa

The patented ground-breaking Equator™ system
marks the launch of Remishaw's first gauging product line
Lightweight, fast and highly repeatable, operators can use
it with mimimal traintng and push-button ease The low-
cost design 15 uniquely censtructed and operated,
swriching between parts in seconds making it 1deal for
flexible manufactunng processes or for accepting parts
from mulbple machines And there 15 no need for
expensive precision fixtures erther

Equator has heen tned, tested and fully proven an the shop
floor at a host of leading companies across a spectrum of
industnes and apphications One of these companies 1s Eponsa,
manufacturer of auto parts near Barcelona in Spain

*Equator ¢could reduce waiting hme 1o zero™, says one of
the company’s engineers Eponsa has seen non productve
waiting tmes slashed dramatcally, yet with quality and
efficiencies mawntained, thanks to Equator Its speed and
measurement capability ensures fast, comprehensive and fully
automated gauging

The Equator system includes user-frendly graphical
software, our MODUS™ Organiser Operators can choose
programs and start checking parts In just a few seconds When
the check Is complete the operator can clearly see If the part
has passed or failed, greatly reducing the load on Eponsa’s
quality depaniment

The pressure on automotive subcontractors o reduce costs
while improving efficiency and quality at the same time might

seem contradictory However, Eponsa firmly believe that Equator
technology 15 the breakthrough they need to hefp them do it

Engineenng’s ‘loaves and fishes'
Sewtec Automation

How just five machines have fed an 750% upswing In
production i5 a real success story both for Scotland's
Sewtec Automation and Remishaw

Sewtec 15 a world-leading supplier of producticn and
packaging systems for the fast moving consumer goods market
By instigating a new system of shift work and adding five new
HAAS machine tools fitted with Renishaw touch prabes, they've
produced something of an industry miracle “At the end of 2009
we had six CNC machine tools and did 140 hours of machining
per week,” explains Bemard Meehan, Managing Diector “Now,
with the five new machines and the Renishaw touch probes,
capacity has increased to a massive 1,180 hours every week —
an increase of 750% *

Quality 1s critical to Sewtec and, In these challenging umes,
50 15 reducing costs - hence the move 1o carry out most
machining in-house With the help of Renishaw probes,
engineers are able te mantain the basic function of a part and
yet cut costs, simply by approaching manufacture differently — a
concept widely known as ‘value engmeenng’

For instance, spindle mounted Renishaw touch probes
delver feedback that enables the HAAS machines {o use their
datum shift functions After sndexing, machuming can be retated
to previousty machined features Thus many parts ¢an be
machined in an efficient ‘one hit® process, because after each




machining operation the probe adjusts offsets in seconds and
with total accuracy Jerry Elsy, Producton Manager at Sewtec,
adds, “Previously 1t could take 1 5 hours 10 set a job that took
4 5 hours to machine This was not accepiable Now we can do
the same set up in 10 minutes and free 1 hour and 20 minutes
of productive, revenue earming time ~

Summing up the benefits of the HAAS/Renishaw
combination, Bernard Meehan said, *Qur CNC machines are
now a very low-nsk element of what can be a high risk
businass With very low scrap and efficient flexible processes
our business is thriving and we are well positioned o delver full
solutions to existing and new customers "

So Renishaw can not only help future-proof a precision
engingening business, but help recession-proof it too

Worldwide acclaim for our QC20-W telescoping ballbar

In view of today’s tight production schedules, time 15
more cribcal than ever The less downtime required for
machme calibration, the less disruption to production and
the more time and money that's saved And the more
accurate the calibration, the higher the quality standard
that can be maintained The QCZ20-W wireless ballbar
scores on all these dimensions, making it a preferred
choice on a global scale for the performance testing of
CNC machine tools

The QC20-W's Bluetooth® wireless technology allows a
user to diagnose and quantfy machine posiioning errors
quickly and give an overall ‘circulanty’ error value as per
international standards For customers with existing capabilites,
stress fres and compebiively prced upgrades and upgrade kits
ensure that the Renishaw ballbar 1s accessible to every
customer at the nght, 2nd very compettive, price

The faciity to control machining processes so as 1o
produce less scrap, rework, non conformance and labour, plus
fewer errors and lower fixture costs, 15 a massive benelit in any
language Understandably, there are a host of testmonials from
satisiied QC20-W customers around the globe Here s a
short setection

Looking first to Scandinavia, Swedish maching tool service
and maintenance company NG Service are GC20-W
enthusiasis Managing Director Peter Jonsson says that “since
switching over to QC20 W the setup tme has been greaty
reduced Also, the ballbar's wiretess technology ensures safer
operation because we can run the test from behind closed
safety doors "

Service and maintenance prowder Dave Wigmore of
Wigmore CNC 15 equally impressed, believing that QC20-W's
accurate data analysis discloses machine errors that would
typically go undetected “With the QC20 W you have the option
of a repar nstead of a costly ballscrew replacement,” he notes,
*plus the ballbar helps foresee potentially expenswve reparrs that
can then be addressed with correciive mantenance

“The new QC20-W wireless ballbar allows me to rapidly
assess the votumetric perfarmance of a machine, without
compromising safe working practices As the only AS 9100
certfied compary in the USA for on-site laser alignment, laser

interferometry and calibration of machine tools services, we are
cammutted to using only the best equipment available | cannot
imaging trying 10 do my job without QC20-W" - Michael
Schrautnagel, Owner and Chief Techmician, Qualty Tech
Services, Georgia, USA (service and maintenance provider)

“When | asked my maintenance team and producton
enginaers what they thought of their new QC20-W batbar, they
replied *QC20-W wireless balibar 15 simple to use and always
gwes straight forward no nonsense results Just brilliant™ -
John Curtis, Assistant Maintenance Manager, Spirax Sarce, UK
{manuiacturer of industnal plant

13



14 METROLOGY CONTINUED

In motion control, Renishaw’s laser encoders, optical encoders and magnetic encoders
are used for position feedback applications in industries as diverse as electronics,
motorsports, bomb disposal, semi-conductors, food manufacturing and print
production. Here we look at applications below ground and out of this world

Star potential
Astrosysteme Austna

The digrtal age has led to a quantum leap in
astrophotography, making even the furthest galaxies
accessible to professional astronemers and observatories
Now, thanks to Astrosysteme Austna (ASA), helped by
Remshaw technologies, even keen amateurs can observe
and photograph these remote solar systems at an
accessible pnce

ASA pndes itse!f on making reference-class telescopes for
the amateur that incorporate the latest astrophotegraphic
technologies avallable The company consistently renders all
components, optical devices, automatic meuntings and tracking
systems to precise professional requirements O particular
pnde are their ground-breaking Astrographs, fixed with direct
drive mounts that use simitar tracking technotogy as
professional observatones

Trus has been made possible by employing high-resolution
Rerishaw encoders mounted directly on the axes of the mount
Praviously, even the finest astronomical mounts relying solely on
mechanics couldn't solve the problems occurnng during a
common astronomical Imaging session And wel-engineered,
electronic solutions — avadable to professional observatonies —
came with a prohibitive price tag By choosing Renishaw's
encodars ASA reduced the expense of such state-of-the arnt
solutions without any compromise in performance al &1l

Renishaw TONIC'™ encoders are venified electrorucally and
enable rotary positioning to incredible accuracies

So this means that the torque metors ASA use (direct drives
with no backlash) can therefore operate to such accuracies
Neither guiding nor ancillary support systems, such as adaptive
optics, are needed Now, tracking operabiens can ingtantly
adjust and compensate for disrupbions, including something as
fleeting as a bnef gust of wind

Helped by the excellent tracking accuracy of Remshaw
encoders, ASA mounts begin to pay for themselves
immediately and can be used In the field and 1 any
remete-controlted operatons

“With the help of Renishaw encoder systems, ASA
has atso successfully apphed this fechnology to the semi
professional market, bringing extremely precise and affordable
equipment to the werld of amateur astronomy and
astrophotography The professional market has benefited {rom
our innovahion 1n sustaning this precisien at a much better cost
The pointing precision of our sysiems reach +/ 3 arc seconds
over the whole night sky The tracking precision at 0 24 arc
seconds root mean-square 15 sufficent to make extra guiding
equipment and corrections obsolete Rerishaw encoders have
been used m all our mount systems from the beginning™, says
owner and Managing Director of ASA, Egon Doberl




Where information really counts
Factair Ltd

With many countnies moving to high-speed, fibre-optic
broadband, there 1s a significant challenge to replace the
mass of existing underground cables guickly and easily
The replacement of cables 18 made particularty
challenging by the fragility of individual glass fibre strands
and of the sheathed fibre-bundles, which cannet be simpily
pushed er pulled into ducts

One telecommunicatons company has found that when
threading a fibre-bundle into a sealed duct, ar blown at high
pressure provides a lubricating eifect and also helps 1o propel
the cable along The result 1s that far less force 15 reguired to
thread the bundle, consigerably reducing the nisk of damage to
the fibres and potentially making the broadband upgrading
process quicker and easier

UK based Factaw, an expert in air compressor systers,
won the contract to manufacture the patented, portable,
field-based 'fibre blowing” machine, which, to meet weight
restrictions for installation engineers, meant designing their
own portable compressor

The Factair machine uses caterpillar tracks to thread the
fibre-optic bundle quickly into the duct, whilst introducing
compressed ar s order to ‘dgrag’ the bundle

Two Renishaw non-contact magnetic encoders {supplied
by RLS, Renishaw's Stoveruan associate company) are
incorporated to detect slippage that would damage the surface

oi the sheath, with one momitoring the rate at which the bundle
15 threaded into the machine, and the other momitonng the rate
at which the caterpillar belts are moving The fibre blowing
machine's control unit counts the pulses from both encoders
and If the difference i count rate (speed) 1s outside the
tolerance setting, it interprets the difference as slip and reduces
the speed of the motors

Nitzan Gonen, Factaw's Design and Development Director,
explains, *It was important to usé non-contact encoders
because the fibre bundles are un-spooled on-site from large
drums, which ¢an be wet and dirty, if the weather and local
¢enditions are poor A non-contact unit means 1t’s mere rehable
and each encoder 1s expected to last indafinitely A fufl-contact
encoder would probably need to be replaced oiten *

He concludes, "With the fibre-blgwing machine the
distance engmeers can feed the cable, without damaging the
sheath or fibres, has increased, from perhaps a few tens of
metres, to thousands of metres *
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16 HEALTHCARE

We continue to invest in the future growth of the Group, by developing healthcare products
that will help to reduce our rehance on the metal-cutting sector Like our metrology business
we aim to develop innovative healthcare products that will significantly advance our
customers’ operational performance by maximising research capabilities, reducing process
times and improving the efficacy of medical procedures.

HEALTHCARE

Revenue
£21.7m
Operating loss

£8.5m

Percentage of
group revenue

8%
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18 HEALTHCARE CONTINUED

Precisely what 1s needed
University Hospital Henn Mondor

The Renishaw neuromate® surgical robot faced its
toughest challenge when specified by Professor Philippe
Decq, one of Europe's most highty respected
neurosurgeons, renowned internationally for his pioneering
neure-endoscopy techniques !n addition to membership of
neurosurgery sociebies worldwide and a past president of
the 2007 World Congress of Neuro-Endoscopy, Professor
Decq 15 Professor of Neurosurgery at the University of
Pans Xl and a neurosurgeon at the University Hospital
Henn Mondor in Cretell His global pre-eminence in his
fietd 1s widely acknowledged and tus insistence on the
best possible surgical equipment i1s well known

In tus chnic, the professor and his team undertake
neuro-endoscopy, biopsies and research The endoscope he
uses was specially designed and manufactured to Professor
Decq's own exacting specification With the precise accuracy of
the Renishaw neuromate, he has the extra flexibulity to carry out
his Investigations and endoscopic procedures rapidly — typically
In jusi 15 minuies, allowng him to perform up to 12 procedures
a day with excellent resulls “In our hands,” he says,
“endoscopic management of collord cysts 1$ 2 mimmally

invasive procedure to treat hydrocephalus and totally remove
the cyst It1s repeatable, with an acceptable success rate and
a very low mortdity rate No doubt, with increased endoscopic
experience over the world, more and more coliod cysts will be
treated this way "

Deep brain stimulation (DBS) treatment 1s effectvely used
in disorders of the brain, such as chronic pamn, dystonia or
Parkinson’s disease It relies on precisely posioning electrodes
to target structures deep inside the bran, a mistake can be
fatat The inestimable value of neuromate's stable, ngid
platform 15 that it helps reduce the nsk of human error in
D85 procedures

Fondation Rothschild

With interactive surgical planning and precise mechanicat
execution, the neuromate surgical robot also reduces the tme
required for stereoetectroencephatography (SEEG), wdely used
In patienis with refractive epilepsy Dr Oimer Delalande,
paediatric neurosurgeon 2t Fondation Rothschild, Pans, has
perfected the use of the Remishaw neuromate robot for SEEG
and neuro endoscopic Indications He states that *the
neuromate robot gives me control, confidence and consistency




Operations are performed with the neuromate 1n a fraction of
the time 1t used to take with a mechanical frame This results in
a considerable reduction in patien discomfort and anuety
{(parscularty important wath children) plus increased safety with
no occurrences of (nfection to date

The neuromate has a CE mark as a medical device in
Europe and Renishaw s appiying for ¢learance for the system
in the US {excluding neuro endoscopy)

Service with a smile
H2w

Today, fittng all-ceramic crowns, bridges and implants
15 an important and rapidly growing part of chnical
dentistry At both IDS Cologne, the world's largest trade
show for the dental industry, and at the Dental Showcase
held in Birmingham, laboratories showed great interest in
the Renishaw dental CAD/CAM system Combining
accuracy, speed ang low cost, it 1S becoming a senous
choice for dental professionals

The system compnses a high-speed 30 scanner, powerful
design and manufacturing software, and a new miling machine
to preduce frameworks for igh quality zirconia restorations
This allows dental 1abs access to both i lab ang outsourced
manufactuning opbons

Either single-tooth or complex brdge frameworks can be
manufactured direct from data provided by the scanner The
3D model can then be fine-tuned if needed before it's sent
to the miling system There it's machined from zirconia —
a bio fnendly, exceptionally strong and aesthetically pleasing
matenial that ¢an be stained to match a patent's teeth
If desired

In addibion to 2ircomia Rerishaw 1s also oifering centrally
manufaciured Laser PFM™ crown and bndge frameworks
Laser PFM 1s @ high-tech alternative to tradiional cast metal
frameworks The additive process, semetimes called 30 printing,
builds up each framework, layer by layer The material 1s strong,
with a consistent quality and offers a stable price not available
with precious metals

H2W 15 one UK laboratery benefiting from the Renishaw
systern Qwner Matthew Walton says, “The best attributes of the
system for me are the ease of use of both the CAD design
features and the CAM setup, allowing me to get consistent
results easily without having unnecessary complicated
procedures to follow This has allowed the digital side of our
business to grow dramatically and now at least 80% of our
work 15 made in this way "

A recipe for scienbfic success
Remshaw Diagnostics

Remshaw Diagnostics Limited has Jaunched its first
RenDx™ research-use-onty (RUO) mutbiplex assay system
and 15 working towards the obtaiming of CE marking for the
system as an in vitro medical device in Europe and
clearance in the US

The ground breaking system brings a new dimension 10 the
work of many scientists across a range of disciplings, offenng
them a fughly sensitive, specific and flexible tool to screen for

19

multiple targets i & single analysis Nucle:c acids can be
extracted from any biological sample and researchers don't
need to produce a cufture, they can go directly from sample
1o analysis In a matter of hours With a cusiom-built sample
processor and an analyser that can read 96 sample wells
in around 15 minutes, the system makes the step up to
high-sensitvity multiplex detection sunple and seamless
And DNA/RNA can be extracted from any hiological sample
This transformative technology can also be applied to
several adjacent fietds of research for many applications It
could be used to identify multiple infecbious disease targets, for
example, in cliical disease research, pharmaceutical
researchers could identify biomarkers for antibiotic resistance,
the food and drink industry could 1dentify pathogens and
genetically modified ingredients, and environmental agancies
could use 1t to monitar water supplies The product 1S Deing
offered to 2 select number of sites which conduct a significant
amount of research so that they can see for themselves
Just how this multiplex technology compares with
existing methodologies




20 THE BOARD

THE BOARD OF
DIRECTORS

David Snowden
FCA

Non-execulive director, age 74
was formerly Seror Partner
of KPMG in South Wates and
appointed a director of the
Company In July 2003

He 1s the chairman of the
Remuneration committee

Terry Garthwaite
FCA

Non-executive director age
64, formerly Group Finance
Diractor at Semor plc, was
appointed to the Board of
Remishaw plc i July 2003
Terry 1s the chairman of the
Audit committee He is a non
executive director of
Brammer plc and Witnungton
Groug plg

Sir David McMurtry
CBE, RD) FREng, FRS,
CEng, FiMechE

Chairman and Chief Execulive,
age 71, invented the onginal
measuring probe n the

early 19703 and founded
Renishaw in 1973 with

Jahn Beer In additien 1o his
rale as Chairman and Chuef
Executive Sir Dand also

has responsibiity for group
technology and 15 chairman of
the Nomination committee

John Deer

Deputy Chairman, age 73
founded Renishaw in 1973
with Sir David McMurtry
He 18 responsible for graup
manufacturing and 8 also
ghairman of the overseas
marketing subsidianes

Norma Tang
Solicitar

Company Secretary




Audit commitiee
Terry Garthwaite (Chair}
Dawnd Snowden

Bill Whiteley

Ben Taylor
CEng FIMechE

Agsistant Chief Executive,

age 62 was apponted to

the Board of Remshaw pIc in
1987 and 5 responsible for
group markeung, inernabonal
operations, human resources
and group qualty Ben also
reports to the Board on
corporate social

responsibility matters

Remuneration committee (with effect from 26th July 2010)

Dawvid Snowden (Chair)
Terry Garthwaite
Bill Whateley

Nemination commitiee {with effect from 26th July 2010)

Sir Dawvid McMurtry {Chair)
Terry Garthwaste

Dawnd Snowden

Bill Whiteley

Full piggraphical details are avaitable at www renishaw com

Allen Roberts
FCA

Group Finance Director, age
62, was with Peat, Marmck,
Mitchell & Ca befare joining
Renishaw In 1979 Allen
heats group finance business
systems and Wottan

Travel Ltd

Bill Whiteley
FCMA

Tha senior independent
non-executive directar, age
62 was Chief Exgcutive at
Raotork plc before he was
appointed a duector of the
Company n June 2008 Bils
also chairman of Spirax-Sarco
Engineeting plc and Hill and
Smuth Holdsngs pic, and a

non executive director of
Brammer plc

Geoff McFarland

Group Engineenng Director,
age 43, joined Renishaw in
1994 and was appainied
to the Board in July 2002
He heads the group
engneering funcbon and Is
also responsible for group
IP and patents Geoffisa
non-executive director of
Delcam plc
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22 MANAGEMENT COMMITTEES

THE EXECUTIVE BOARD

In addition to all executive directors with Sir David McMurtry as Chair

Leo Somerville Tim Prestidge Dave Wallace Norma Tang

President, Remishaw Inc Dwisional Chrector & Owisional Director & Head ¢f Legal &
General Manager General Manager Company Secretary

THE INTERNATIONAL SALES AND MARKETING BOARD

In addtion to the executive directors Ben Taylor and Allen Roberts
with John Deer as Chair

Rhydian Pountney Masumu Oishi Jean-Marc Mefire Raner Lotz Marc Saunders Leo Somerville

General Manager, ROW Sales  President Renishaw KK Managing Director Rerwshaw  Manag:ng Director, Durector of Group Marketing  President, Renishaw Ing
(Hong Kong) Limited Rerishaw GmbH Services and UK, Sales




BUSINESS REVIEW

The Business review has been prepared for the purpose of assisting members

of the Company to assess the strategies adopied by the Company and the
potental for those strategies to succeed and no ong, Including members of the
Company may rety on 1t for any other purpose The directors owe they duties only
to members of the Company as a whole and they undertake no duty of care to
indwidual members, other stakeholders or potenbal (nvestors

This review has been prepared on the basis of the knowledge and anformation
avallable t the direciors at the time Geven the nature of some forward Yooking
snformation, which has been gwen in good faith, members should treat this
information with due caution

INTERNATIONAL FINANCIAL REPORTING STANDARDS {“IFRS")

In accordance with EU law, the consolidated financial statements of the Company
are prepared n accordance with IFRS adopted by the EU The Company has
elected to prepare its parent company financial stalements in accordance wath UK
GAAP (Generally Accepted Accounting Practice)

BUSINESS OUTLINE

Renishaw 1§ a giobal company with core skills in measurement, motion control
spectroscopy and precision machinng We develop innovative producis thai
sigmficantly agvance our customers’ operational performance - from improving
manufactunng efficiencies and raising product quality, to maximising research
capabiites and improving the efficacy of medical procedures

Qur products are used for applications as diverse as machine tool automation,
co ordnate measurement, Raman spectroscopy, machine calbration, position
feedback, CAD/CAM dentistry, sterestactic neurosurgery and molegular
diagnostics In all these areas we aim 1o be a long term partner, ofienng supenor
products that meet our customers' needs bath today and into the future, backed
up by responsive and expert fechnical and commercial support

Our products in metrology

Qur systems for users of maching tools allow automated too! setung, workpiece
set up (m cycle gaugng and part inspection on CNC mulling machings, machining
centres, CNG lathes and mil-turn machines Products avaitable include laser tool
setlers, contact tool setters, tool breakage detectors, touch probes and gh
accusacy nspection probes To check the performance of a CNG machine tool
the Renishaw QC20 W ballbar prowdes a simple, rapid check of a maching’s
posikonng performance to recognised international standards

Qur innovative sensors for co ordinate measunng machines ("CMMs™ are an
Industry standard, from basic louch tngger probes and manual probe heads,
through to automated stylus changers, automated prote changers, motonsed
indexing probe heads and revolutionary five axis measurement systems A fult range
of probe siylvprobe tips 1s avaiable for CMM and machine ool systems

Remshaw has developed Equator™ an innovative gauging system based on

the traditional comparison of production parts (o a reference master part The
thousands of points collected duning 30 scanning with the industry standard
$P25 probe resulis in better metrology and enables effectve form measurement
Replacing manwal measurement with an automated Equator gauging sysiem can
greatly increase thyoughput and reduce scrap rates at a fraction of the cost of an
equivalent custom gauging systern, including associaled fdunng

In motion control Renishaw’s laser encoders, opbical inear encoders, optical

angle encoders, optical rotary encoders, magnet rotary encoders, magnetic chip
encoders ang magnetic inear encoders are used for position feedback applications
i industnes as diverse as electronics, motorsports, bomb disposal, sem
conductors, food manufaciunng and pnnt production Latest developments include
a true absolute, fine pitch optical encoder system

To assess, monitos and improve the statc and dynamic performance of positon
criucat motion systems, including CMMs, CNC machine tools, PCB dniling and pick
and place machinery, our laser interferometer and environmental compensation
syslem offers excellent linear measurement accuracy (of 0 5 ppm readings of up
10 50 KHz) and inear measurement speed (of up to 4 m/s, with & inear resolution of
1nm) MDL's laser scanner products offer accurate posiboning systems for marine
apphcatons as well as surveying and ming/quarry scanning

Dunng the year, the Group purchased MTT Investments Lirmted, a company at
designs develops and manufactures addisve manufacturing and rapd proloyping
systems, including selectve faser melung, metal casting ang vaguum casting
machines and processes Most of this busingss has now been transierred 10
Remshaw plc and operates as the Remshaw additve manufactunng

products division

Renishaw &'so invested in Renishaw Advanced Matenals Limited, which speciahses
i diamond 1ke carbon coalings and shape memory aloys

Our products 1n healthcare

We are a recognised leader in Raman spectroscopy, where our optical
speciroscopy products exploit the Raman effect in a non contact non-destructive
manner, to identify and charactense the chemisiry and structure of matenals

A diverse range of analytical apphcations include pharmaceutical, matenal
science, gemology 2nd mineralogy forensic science, nanotechnology, biomedical
and semiconductors Products include Raman microscopes, tompact Raman
spectrometers for process monitoning, Ramen analysers lor scanning electron
microscopes cooled CCD detectors and lasers for spectroscopy

in the world of dentistry, we are one of the world's leading suppliers of in-lab
dental CAD/CAM systems Our products include a tugh accuracy 3D centact dental
scanner, powerful CAD design software and a unique dertal milling system Dental
laporatones can manufacture fugh quality ziiconia frameworks edther in Jab

or by using our central manufacturing facility, where we also offer cebait

chrome frameworks

Wiih an increasing focus on the healthcare seclos, we now offer medical devices,
surgical robots and planming software for use in stereotact:c neurosurgery for
procedures including deep brain stmulaton, stereoetectroencephatography,
neure endoscopy and biopsy Remshaw also offers radio frequency couls for use
in MRI scanning research

We have also entered the field of motecular diagnostics through Remshaw
Diagnostics Limited, which aims to become the premier provider of automated
multiplex diagnostic and clinical research systems for fast, rehiable and simplified
disease identfication

Group locations

The Group prncipally manufactures its products in the UK, Irefand, India, Germany
and France and markets and distriputes ils products to customers areund the
world, with sales outside the UK representing over 94% of total group sales

The Group has established overseas marketng and distnbution subsichanes in

Eurcpe Germany, France italy, Spain, Switzertand, The Netheriands, Czech
Repubic, Poland, Russia, Sweden and Austna,

Amencas USA, Brazi and Canada,

Far East Japan, Hong Kong, Austraka, South Korea, The People s Republic of
China, Singapore and Tawan, and

Other regions India and Israel
These subsidharies provide Support to customers In eur major markets

There are also representative offices 1n Hungary, Turkey, Malaysia, Indonesia and
Thailand, and an associate company, 50% owned, in Slovenia

BUSINESS STRATEGY

The Group's business plan 15 1o develop lechnologies that provide patented
products and methods which support our product strategies These solutions
include fugh speed, high accuracy, eror corected dimensional measurement
systems, mobon controliers with enhanced gh speed performance, ulira high-
resolution encoders and the gevelopment of noved approaches o

matenals analysis

Based upon our core technologies, the Group 1s developing marke! opportursiies in
a range of other Industnes 1n addiion o its radional metal cutting
customer base

In our metrology busingss, for example, the new Remishaw Equator™ 15 2 versalile
alternative to custom gauging, offesing inspection of an unprecedented vanety

of manufactured parts It has been developed and proven on the shop floor in
collaboration with industry leading comparses in multiple industres

and applications

A ground breaking trug absolute encoder system 15 now avadable In inear and
ratary formais It 1S a non contact system, with fine pitch performance 1 nm
resotution with 100 m/s maxmum speed It has a buill 1 posibon checking
algonthm and uses a unique singe track scale wnih wige set up tolerances and
excellent gurt immumaty

In the healthcare sector we are applying advanced engingenng technologies to
Improve stereolactic neurosurgery The improvemeni to a person’s quaity of e
can be remarkable

Our Raman spectroscopy Systems are being appled to an exciing range of diverse
applications New research 1 aiming 1o improve IVF treatments
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BUSINESS STRATEGY CONTINUED

Renishaw Dragnastics 15 working towards providing automated multiplex diagnostic
and clinical research systems 1o enable our customers 1o carry out fast, reliable
and simphified disease wentfication that will improve patient care

The Group continues 10 develop further geographic markets with gngoing
nvestment mainly in South East Asia, especially China, India and South Amenca

To improve the Group's ability to design, manufacture and suppan its products
contining Investment has been made n manufactunag faciibes i the UK, lieland
and india tn addition to the expenditure on tangible fixed assets noted later i tis
Business review, the Group 1s atse seeking additional or modifications to planning
consents relating 1o development of up to 310 000 square feet at its New Mills,
Stonehouse and Charfield sites in the UK

It 15 the Board's beliet that success comes from patenied and inngvative products
and processes, low cost, ugh guality manufactunng and the ability to provide local
customer support in a' the Group's markets

TREASURY POLICIES

The Group's treasury policigs are designed 1o manage financial nsks to the Group
that arise from operating «n a number of forexgn currencies and to maximise
mterest income on cash deposiis As an international group, ihe man Exposure is
in respect of foreign currgncy nsk on the trading transactions undertaken by group
companies ang on the transtation of the net assets of overseas subsidiangs

The information below ngtudes disclosures which are reguired by YFRS and are an
integral part of the financial staiements

Weekly groupwide cash management reporting and forecasting 1s in place o
facilitate management of this currency nsk The operations of group treasury,
which 15 situated at head office, are governed by Board approved policies

All Sterling and foreign currency balances not immediately required for group
operations are placed on short term deposit with Jeading international hghly rated
finangial Insbitutions

The Group uses a number of financial instruments to manage foreign currency
nsk, such as foreign currency borrowings 1o hedge the exposure on the net assels
of the overseas subsidianes and forward exchange contracts to hedge a sigmificant
proportion of anticipated foreign currency cash inflows

Alse, currency contracts are used to mimmise the interest cost of manmtaining the
currency borrowings The foreign currency borrowings are short term with floating
interest rates The Group dees not speculate with denvative financial nstruments

See note 22 for an analysis of cash balances and currency borrowings at the
year end

During the year, there were forward contracts i place to hedge against the
Group's Euro cash inflows and a portion of the Group's US Dollar and Japanese Yen
cash inflows for the year As a resull of changes n the exchange rates of Sterling
against these currencies, there was a loss for the year of £1 7m on matunty of
these contracts, relative to the exchange rates pertaining at the matunty dates and
compared with a loss of £9 1m in the previous year

Forward contracts are in place as a hedge againsl a substantial pari of the Group's
estimated Euro cash inflows and a proportion of the Group's estimated Japanese
¥en cash inflows on a rolling three and a half years basis and & proportion of the
Group's esbmated US Dollar cash inflows en a rofling fourteen months basis

RISKS AND UNCERTAINTIES

Current trading levels and order book

The Group has seen a rapid upturn in its global business over the last two years
particulary n its core metrology busingss and especially in the Far East The
continuation of this healthy growth in the Group's revenue, which accelerated from
5% in the 2010 finangial year 1o 59% in 201115 difficult to predict, especially as
orders from customers generally involve shart lead times with the cutstanding
order book at any ime being around one monih's worth of revenue value This
hrited forward order wisibility leaves the annual revenue forecasts uncertain and
requires careful management of production and nventory ievels

Research and development

The Group invests heavily n research and development to develop new products
and processes to maintain the long term growth of the Group This research and
development encompasses new innovaive products within the core metrolegy and
esmerging healthcare businesses

The development of new products and processes involves nisk, such as
development tmescales, which may take longes than onginally forecast and hence
involve more cost Also, being at the feading edge of naw technology 1 metrology
and healthcare, there are uncertainbies whethes new developments will work as
planned and n some Cases, piojects may need io be halted with the consequent
non recoverability of expenditure if the intended delwerables of the project are not
forthcomung Expendilure 1s only capitahised once the commercial and technical
feasihty of a product 15 proven

These risks are muninised by operating stnctly managed research and
devetopment programmes with regular reviews against milestones achieved and
against forecast business plans Research and development also involves beta
testing at cusiomers to essure that new products will meet the needs of the
market at the aght price

Defined beneft pension schemes

The Group closed its UK and Ireland defined benefit pension schemes 1o new
members and fer future accruals for existing members, &lminating the major

nsk of growth in katuhiigs for future accrual of salary imcreases above inflation
and addiional years of service The funds are still subject to fluctuations ansing
from investment performance and actuanal assumptions The UK defined benefit
scheme 15 secured by a registered charge on certain of the Group's UK properties
and a floating ¢charge on an escrow bank account, but the imit of the exposure
under the guarantes 1s fully reflected in the financial statements

Treasury

With the concentration of manuiactunng in the UK, Ireland and Indha, and with over
94% of revenue to countnes elsewhere around the world, there 15 an exposure (o
fluctuating currencies on this export revenug, mainly in respect of the US Dollar,
Eurp and Japangse Yen

The Group mitigated the nsks associated with fluctuating exchange rates by the
use of forward contracts to hedge varying proportions of ferecast US Dollar, Eure
and Japanese Yen revenue

Tax

Sgnificant Judgement 1s required in determining the efiective tax rate ang in
evatuating certain tax posiions Tax prowsions are adjusted due 1o changing facls
and circumstances, such as case law, progress of tax audits or when an event
OCCUrS requinng a change in tax provisions Management regularly assesses the
appropnaleness of tax provisions




OPERATING REVIEW

Group revenue for the year was £288 7m, an increase of £107 1m, or 58%,
over the previous year of £181 6m This year ingludes £8 9m from acquisitions
gunng ihe year Revenue in our metrology segment, which includes these
acquisibons increased by 65%, from £162 1rtin 2010 to £267 Om ang,

n our heatthcare segment, increased by 11%, fom £19 5Sm i £21 7m
Geographically, the tables below show the analysis of revenue by gecgraphical
market for each of our business segments and the effect of exchange

rate changes

Headcount has mereased dunng the year, from 2,099 at 30th June 2010 to
2,675 a1 30th June 2011 Staff numbers have grown as a result of ncreased
demand and also to support the growing marketing and distnbution operations
and continuing development programmes in both our metrology and healthcare
businesses Labour costs increased by £28 Om, from £78 5m last year 10
£106 5m, an increzse of 36%

Geographical analysis - total 2011 sales 2011 sales 2010 sales
at actual Change at 2010 Change at actal

exchange rates from 2010 exchange rales from 2010 gxchange rates

£'000 % £'000 % £'0600

Far East, including Japan and Australia 114,553 +61% 116,976 +65% 71,091
Continental Europe 85,751 +64% 85286 +64% 52,147
North and South Amenca 65,113 +57% 65,674 +58% 41,455
UK 14,761 +39% 14,761 +39% 10,650
Qther regions 8572 +36% 8,569 +36% 6,304
Total group revenue 288,750 +59% 291,266 +60% 181,607

M Ith
Geographical analysis - segmental etrology - — _H E caf‘_Lk —
201 2010 2011 2010
£'000 £'000 £'000 £'000
Far East, ncluding Japan and Austraha 106,708 64,259 7,845 6,792
Continental Europe 79,443 46,893 6,308 5254
North and Seuth Amenca 60,553 37954 4,560 3501
UK 12,122 8,035 2,039 2,615
Qther regions 7,596 4977 976 1,327
Total segmental revenug 267,022 162,118 21,728 19,489
Research and development Profit

The Group conbinues to invest in research and development, in both its
metrology business and ds healthcare business

Gross expenditure In engineenng costs, compasing research and davelopment
costs related to new products and processes along with conlinuing
development costs on existing products and processes, was £40 Om

{2010 £30 9m) The capitalisation of development cosls (net of amortisation
charges) amounted to £2 9m (2010 £2 3m), gving a nel charge in the
Consolidated income statement of £37 1m {2010 £28 6m) The gross charge
amounis {0 14% of group revenue (2010 17%)

Between the reportable segments, net of the capitahisation costs, £28 Om
{2010 £22 Om) was spent In the metrclogy segment and £9 1m
{2010 £6 6m) spent in our healthcare segment

Included in engingening cosis was £29 4m related (o new product research
and development, which compares with £22 8m speni last year

The reperted operating profit for the year was £78 9m, compared with
£28 im {excluding the exceptronal iE2ms) in the previous year

Qur metrology segment reported an aperating profd of £87 4m
(2010 £31 Sem) with our heatthcare segment showang a loss of £8 5m
(2010 £3 4m)

The profit before tax, excluding the excepional lems, increased from £28 7m
in 2010 to £80 4mm 2011

The overall effective rate of tax, which 15 a comiunation of the varying ax
rates apphcable throughout the countnes in which the Group operates, was
20% The comparable rate for the previous year was 21%

Adjusied earmings per share, excluding the exceplionat items, increased from
31 6pto880p

25
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KEY PERFORMANCE INDICATORS

The Group's long term aim 15 to achieve sustanable growth in revenue and profits
in order to provide an increasing dvigend 1o sharehelders This1s to be achieved
through the substantial investment in research and development of new products
and processes, the acgunsiuon of niche businesses complementary to and
supporting the Group®s strateqic development aims, the application of technologtas
mio different market areas and the development of its global markeiing facilities

The man financial performance measures monitored by the Board are

2009 2010 2011
Revenue growth
At actual exchange rates 15% +65% +59%
At constant exchange raies 23% +1% +60%

We are focused on growth in revenue, through increasing our market and
geographic penetration and continually introducing new products This year
refects an acceleration in the uptura in the global economy, following the severe
downturn expenenced in our 2009 financial year We have continued to expand our
global marketing presence and a number of new products have been successfully
launched during the vear

2009 2010 201

Total engineering costs
including research and development

Gross expenditure £359m  £309m  £400m

Included in Consolidated
ncome statement £337m  ©286m  £371m

The growth of the business 1s fundamentally dependent on the continuing
investment i engineenng costs for the development of new products and
processes The Group continues to make significant investment in future products
and has also been accelerating new product development in certain areas

2009 2010 201

Adjusted earmings per
share (pence) 93 31 6p 88 0p

In order to provide an increasing return {0 sharghotders along with retaining
adequate funds for remvestment in the business, we aim 10 achieve year on-year
growth In earnings per share

2009 2010 201
Dividend per share (pence) 78p 17 6p 350p

We aim to achieve significani long ierm returns Lo shargholders by maintaining
a progressive dividend policy Following the emissign of a fnal dvidend in
2009 due to the impact on the resulis of the severe global recession that

year, dmdend payments have now resumed at an approprate level relatve

to earnings growth This year sees a 99% increase in the dvidend over the
previous yeas and 38% above the previcus highest dividend of 25 4p in 2008




CONSOLIDATED BALANCE SHEET
The Group spent £5 4rm on property duning the year

In the UK, the Group refusished a 28,000 square feet property at Charfield, close
to the New Mills head office site, which was purchased in 2008 The cost of the
refurbishment was £1 6m and the dental, neurc and imaging coll product lines,
together with a team of our group software engineers, are ngw occupying

these faciities

In June 2011, the Group centracted to purchase a manufactuning faciity at Miskin,
South Wales, for a cost of £7 7m This property provides 461,000 square feet of
existing factory space on a 193 acre site The Group has pard a 10% depesitin
June 2011, with the balance due on completion on 30th September 2011

Alsg 1n the UK, the acquisition of MTT Investments Limited (*MTT") included
property with a net bogk value of £0 9m

[n India, the extension of the manufactunng facility, by the addibon of another
60,000 square feet adjacent (o the exsting property, was completed with an
expenditure this year of £1 Bm  In Spain, our subsidiary purchased a property,
at a cost of £0 9m, whese prewiously It has been in rented premises

Plant and equipment expenditure for the year was £17 1m, mainly to mprove and
expand the Group's manufactunng factiles  Plant and equipment also increased
through acguisitions refating Lo business combinations totalling £0 7m The net
book value of the Group s total tangible fixed assets increased by £11 8m dunng
the year, from £70 5m o £82 3m

Intangible fixed assets, compnsing capitalised development costs, goodwill and
intangible assels relating (o acquisiions and software hicences, grew by £18 5m
dunng the year from £28 6m to £47 1m The principal additions were

the capitahsation of development costs, which, net of amortisation charges,
amounted lo £2 9m, and

goodwill and intangible assets of £16 7m acquired through business
combinations For more detals, seg fater in this Business review and note 12
n the notes to the financial statements

Investments 1n associates increased by £2 2m, from £5 2m at 30th June 2010 10
£7 4m at 30th June 2011 Al the year end, the Group reinstated the impaiment
write-down of 2010 retating {0 its 20% shareholding in Delcam pic, following a
recovery in the latter's share pnice since the previous year end and a review of iis
trading performance and prospects

Group inventories have increased during the year from £30 9m 1o £49 8m as the
Group has determined 1o ensure 1t has sufficient inventory to meet the delvery
requirements of the expanding business, where demand has been unpredictable
and events such as the earthquake 1n Japan have heightened the nsk of supply
shortages and delays Also inventones have ingreased by £3 2m through
acquisitions refating to busingss combinations

Cash balances at 30th June 2011 of £34 6m wcreased by £3 5m from the
£31 1m held al 30th June 2010 Cash flows from operaiing activities were
£58 8m, compared with £24 5m last year

At the gnd of the year, the Group’s defined benefit pension funds, now closed for
future accrual, showed a defioit of £37 7m, compared with a deficn of £37 3m
at 30th June 2010 Defined benglit pension fund assets at 30th June 2011
increased o £101 0m from £83 2m at 30th June 2010 as the value of equities
improved Lizbihtes increased by £18 2m, from £120 5mto £138 7m

There was a reduction 1 the schemes' iabdiies of £11 2m as a result of the
change to use CPl instead ¢f RPI as the inflation measure in the calculation of
liatniiies for deferred pensions and an increase in the schemes' liabities of

£23 7m due to the application of IFRIC 14 The Company has given a guaranteg
regarding the LK pension scheme defict, which 1s supported by registesed charges
over certain UK properties and an escrow account wath a cash balance of £10 8m
at 30th June 2017, in favour of the UK pension scheme

For the UK defined benehit scheme, a guide to the sensitavty of the valug of the
Irabhihes 15

Approximate
Valuation effect on
sensimvity Varation habiues
Discount rate 01% £2 4m
Inflation 01% £2 0m
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ACQUISITIONS

(i) Measurement Devices Limited

On 230 July 2010, the Group acquired a shareholding of 29% in Measurement
Dewces Liruted {"MDL), a company incorporated 0 Scetland and operating

in the metrology business The inibial consideration was £2 3m In December
2019, foltowing 2 court approved scheme of arrangement, the Group acquired

a further 10% shareho!ding in MOL for the sum of £0 8m In January 2011, the
shargholding was increased by another 10%, at a cost of £0 Bm, to a total of

49% In respect of part of the shareholding acquired there will be an additional
potenital payment based on the eamings of MOL 1 the financial year ending 31st
December 2011 An agreement provides for the further purchase of the balance of
shares in MDL not helg by Rerishaw over a pengd of thrge years the pnce payable
being based on a flocr pnce of £2 per share with additional potential payments
based on the earnings of MOL in each of 2011, 2012 and 2013, subect to a
maximum prce per share of £8 94

MDL 1s a metrology company based in York, with offices in Aberdeen and USA
{Houston} Its taser scanner products are pamanly marketed in the areas of marine
positioning, surveying and mine/quarry scanning MDL's products will add 10
Renishaw's current range of (aser based products and the Group's nvestment

n MDL will enable MDL te expand further on a global basis and benefit from
Renishaw's technology, engingering ant manufacturing expertise and woriowide
distnbution network

(n) Diameter Limited, since renamed Remshaw Advanced

Matenals Limited

0On 3rd September 2010, he Group acquired, for an amount of £0 3m, a 55%
shareholding in Diameter Limited, which has since been renamed Renishaw
Advanced Matenals Lisnited ("RAM™) RAM based at Brunel University, West
London spectahises i diamond like casbon coatings, shape memory alloys
and materials demonstrating the piezo effect Remishaw has been a long term
customner for its coating products

() MTT Investments Lumited

On 8ih Apnil 2011, the Group acquired a 100% shareholding in MTT Investments
Lirwted ("MTT"), a business ihat designs, develops and manuiactures additve
manufactunng and rapid prototyping systems, including selective faser melting,
mietal casting, and vacuum casting machings and processes The cost af the
acquisiton was £3 8m

Based 1n Stone, Staffordshire, in the UK, MTT has 40 empleyees, with subsidianes
in the USA and Italy, and a branch office In France MTT's selechive laser melting
equipment currently has iis main markets in agrospace and medical devices,

but also has potentizl for use in other sectors Its products are complementary

1o Rerishaw's existing technologies and business Most of the busingss has
transferred to Remshaw plc and operates as the Remishaw additive manuiactuning
products dmsion

{iv) PulseTeq Limited

During the year, the Group acquired the remaiming minonty shareholging in
PulseTeq Limited, increasing fis shareholding from 75% at 30th June 2010 to
100%, at a cost of £0 2m This busingss has transfesred 1o Renishaw plc and
operates as the PulseTeq products division

(v) Aberlink Limited, since renamed Renishaw Software Limited

On 16ih June 2011, the Group acquiied a 100% shareholding 1n Aberlink Limited,
whose sole assets compnsed certain calibration technology and software together
with drawings, designs and telleciual preperty relating to opuical technolegy
These assets formedly belonged to Aberhink Innovalive Metrology, which continugs
in the business of CMM design and manufacture The company has been renamed
Rerishaw Seftware Limited

See note 12 for details of the fair values of assets acquired and goodwill for all the
above acquisitions, except for PulseTeq Limited, which was previously consolidated
prior to the latest transaction

INVESTMENT FOR THE FUTURE

The Group has continued to Invest heawly i innovaiive products and processes,
with 14% of revenue being spent gn engineenng costs, and has acguired a
number of niche busmesses in its market seclors The Group 1s commutted 10
contiruing tus policy n order 1o grow 1ts existing markets and to expand Into new
market areas

We will also conhinue to snvest in manufactunng, IMprove effiiencies in production
and ensure capacity for the future, and extend our presence around the world

A C G Roberts FCA
Group Finance Director
27th July 2011
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To effectively manage the social and environmental factors affecting the business and,
In turn, their mpact on its reputation and profitability, the Company has a formal CSR
management structure to provide a better focus for the Group’s actvities.

The Assistant Chief Executive, Ben Taylor, has the responsibility to manage all aspects
of the Company’s CSR actvities

CORPORATE
SOGIAL
RESPONSIBILITY
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During the year a Group Business Cede (the “Code”)
was approved by the Board, which sets out the principles
of business conduct and standards that all companies
the Remishaw Group are expected 1o follow It has been
introduced to all staff and 15 availabte to external
orgamisatrons on request, or via the Renishaw website

On 1st July 2011 the UK Bribery Act 2010 came into force
The Board has informed all staff werldwide that it has adopted
a ‘zero-tolerance” athtude to bribery and corruption, which
applies to all employees of the Remishaw Group and to all third
parties who act on behalf of the Group A cornmittee with
respensibiity for analysing the nsks of bribery within the
Renmishaw Group and for implementing adequate anti-bnbery
procedures n response to those nsks has already been
established by authority of the Renishaw Board

Customers

With a direct presence in 31 countnes, we pride oursetves
on offering expert local support to our customers, no matter
where their Rerushaw product was onginally purchased With
businesses ingreasingly focused on ther environmentat impact
and the need to reduce costs, our progucts are helping
customers to reduce energy consumption and minimise waste

Sewtec Autornation, which makes production and
packaging systems for consumer gocds, uses Rerushaw touch
probes on 1ts CNC machine tools to significantly reduce
unproductive setting tmes and eliminate scrap componems
(One component that used to take 90 minutes to s&t, now takes
Just 10 minutes, reducing the total energy consumption
required to produce the same leve! of machined compaonents
Further examples can be found tn the news sectien of our
website, www rerishaw com

Our products also continue to make a significant
contnbution %o the manufacture and operation of alternaive
energy products, especially solar power, where due to concemns
over nuclear energy and the nsing costs of fossd fuels, there
15 growing pressure on the manufacture of efficient solar
energy systems

PRAMAC Swiss SA runs the largest solar panel production
facility n Swizerland and uses Renishaw's invia™ Raman
micrescope 1n both 1ts production plant and 1ts qualiy contro!
{QC} laboratory to check the quality of its solar panels
The company produces panels that use muli-layer thin
film technology to increase solar absarphion and significantly
increase efficiency

Every 15 days, Just alter first deposiion of the siicon
thun tayer, some 20 panels are withdrawn irom production
and cut into 13 square samples for Raman analysis in the
QC Iaboratory The crystaline fraction of each sample 1s
measured at three different pomnts and the process has
been semi automated using Rerishaw’s WIRE™ software
custom analysis package

Statf

Remishaw 1s an equal opportunities employer operating a
stnct policy of non-discnminatory behaviour, offenng an
erwvironment that promotes innovation and progress within
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which individual talents can flounsh We have a diverse mix of
age ranges, gender and ethmicity  at the end of June 2011
some 20 4% of UK staff are aged over 50 (2010 19 2%), with
13 3% below 25 {2010 12 9%), and some 23 7% of
employees are female (2010 22 5%) Wordwde staff turnover
{excluding redundancies) has reduced compared to fast year at
around 6% (2010 7%), which compares very favourably with
the 2010 average in the UK manufacturing sector of 12 4%
(source Chartered Institute of Personnel and Development)

Long service 13 rewarded al every five years of service and
can include small gifts, extra heliday allewance and a cash
sum, with 258 staff achieving a milestone this financial year,
including 25 people who achieved awards of 25 years or more
A group performance bonus programme rewards staff with
an annual bonus based upon group results and
indmwidual performance

Variable working-time has been adopted as standard
pracuce for most UK staff, allowing staff members to create a
better workiife balance, whiist at the same ume maintaining fult
support to Renishaw's worldwide customer base Other benefts
that staff recewe include the use of gymnasiums at the New
Mills, Stonehouse, Ireland and Woodchester sites and
subsidised restaurants at the most populous UK locations
There 15 & high quality créche at the Pune facilty in Indiz In the
UK there are discounts for sporis and sccial activiiies,
administered by a volunteer employae-run organisaton

In the Gloucestershire locatrons, close 10 their respective
birthdays, statf members are invited o attend a
communications meeting at which Board members are present
These meetings provide staff with informabion about
developments within the Company and give them the
opportundy to ask any question of the Board In an gpen
discussion forum A copy of the presentation and responses to
guestions raised at these meetings are made available 1o all
worldwide staff via the Group’s intrangt Following the
anncuncement of intenm and annual financial results, all staff
in Gloucestershire (and Edinburgh wia wideoconference} are alse
invited to attend a series of presentations, with allissues raised
again made available 1o all worldwide staff

After a gap due to the recession and resource issues, the
wortdwide staff newsletter 'Probity’ 1s now being pubhished
again every two months, with contnbutions encouraged from
across the Group Throughout the year other company updates
and items felt to be of interest to employees are also regularly
commumnicated via email The Company encourages direct
employee feedback erther to iImmediate supervisors or Board
members, and, additionally, a suggestion scheme exsis wath
awards for the best ideas recewed

A strength of the Company throughout its histery has been
the encouragement of young talent, with an apprenticeship
scheme started in 1379 and sponscred student scheme in
1984 Dunng this summer some 85 undergraduates entered
Renishaw for pard placements — 70 summer and 15 one-year
indusinal placements, amongst wiuch the most promising
students will ke given financial incentives to maintan a
relationshup with the Company into the future There are 33
craft and technical apprentices currently In training and 20 new




starters confirmed for September 2011, plus 5 software
apprentices A further 30 recent graduates also started with
Ren:shaw this summer

Qver the last 12 months Rerishaw's "Applicaticns Academy’
has continued 1o develop a vaned training curngulum and the
Company 15 seeing significant benefits from a structured
training programme that 1s now being rolled out globally Six
application engineers have compteted the first twelve months of
a two year programma, including secondments at the Advanced
Manufaciunng Research Centre 1n Sheffield (AMRC), at
Remishaw GmbH, and vanious UK business dmsions Duning the
year there have been three full traming courses ranging from &
weeks to 12 weeks duration, with attendance levels of between
5 and 20 engineers [n September 2011 the ‘Academy’ will be
running 1ts first post-graduate course aimed al intreducing new
graduates to the Company, and 1s developing several mdwidually
tadored courses for the Group, courses for a new 'Sales Academy’
are also being planned

Duning the year the Company undertock a comprehensive
review of its management process relaung fo health and safety
A new management policy has been established that improves
the organisation, control and monitoning of matters relating 1o
health and safety, as well as establising a new framework for
the completion, management and review of nsk assessments
Directors of each UK business division have also fecently
participated in traning to ensure that they fully understand their
responsibiiies and to equip them in ensuring @ successiul
implementation of the new pohicies

The environment

Rarishaw takes its responsibiiies for the environment
senousty and has made further investments to improve its
performance in relation to energy consumption, water usage,
emissions and disposal of waste matenals The Company
continues to optimise and contral its engrgy consumption, as
previcusly reported, with an additional emphasis upon cost
control duning the Tast 12 month penod

Energy

In the UK, installabon of half-hourly metering for slecincity
consumption 1s neaning completron This will altow improved
monitoring and the ability to clearly identify opportuniies for
reduced consumption Fursher investments have been made n
Renishaw's detailed monitonng equipment to identfy specific
peaks In electncity usage, quantify reductions and make
conbinuous sMprovemeants across vanous sites In addiien,
nvestments have been made in systems that will monstor gas
and water usage at the main UK sites allowing these enargy
streams to be similarty reduced

During the last twelve months the Company has also
approved significant investments o upgrade ntenar hghting
systems at its targe Gloucestershire sites 1o the latest
technology with a view to reducing bolh runming costs and
carbon footprint This follows investment in recent years in
passive Infra red detectors fo switch off hghting when areas
are not occupied and technology upgrades to lower wattage
lighting systems
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Figure 1
Greenhouse Gas (GHG) emissions 2011 1n tonnes of CO,
{estimate}

Scope 1
Gas consumption 652
DOwned transport 1,617
Generator dieset 40
Heating ol 77

| Totat scope 1 2386 |
Scope 2
Purchased electncity 14,347
Total scope 2 14,347 |
Significant scope 3
Business travel 2,144
Product distnbution 3,908
Metal purchase 7,465"
Post/Communications 353*

{ Totat sigmificant scope 3 13,870

* Only UK data included

As Renishaw consumed more than 6 megawatts of
electricity 1n 2008 1t 1s bound by UK legislaton to comply with
the CRC Energy Efficiency Scheme (formerly known as the
Carbon Reduction Commitment) and has registered accorgingly
To continue progress made 1 recent years by monitoring usage
and continue to reduce CO, emissions, the Beard has made 2
commitment to achieving the Carben Trust Standard which will
also benefit the Company in terms of 1ts ranking within the CRC
Energy Efficiency Scheme and any rebaies due under the terms
of the scheme

However progress in this area has teen slow dunng the
last twelve months whilst the fegislabon has been under review

Emissions {Figure 1)

Linless otherwise stated, the analysis in Figure 1 includes the
Group's global operations for the 12-month perod 1st June 2010
10 31st May 2011, with the excepbion of recent acquisstions (MOL,
MTT and Renishaw Advanced Matenals)

The measurement of the overall impact of carbon emissions
within the Group 15 very complex gven the geography and scope
of operations Despite a sharp ncrease In sales (54% excluding
recent acquisitions} and a decision to also grow irventones to
ensure adequate stock in an emvironment of growsng but
unpredictable and substanual order intake, emissions in the
financial year 2011 increased by 52% over 1he previous year A
best estimate 15 that 30,607 ionnes of CO, were emitied through
our actvities (2010 20,151 tonnes) These increases are therefore
propartionally lower than increased actnaty levels within the Gsoup
and reflect improved efficiencies in energy management

Figure 2
Langfill totals 2011

2008 fotal to landfill 383 4 tonnes
2008 total to tandfill 225 8 tonnes
2010 total to tandfill 154 8 tonnes
2011 total to landfill 151 3 tonnes

Due to the delays in legislation relating io the Carbon Trust
Standard, targets for the reduction of ¢arbon emissions were
not set by Remshaw in 2011, but the figures above will now
form the baseline for Remishaw when it sets targets dunng the
2012 financial year

Although not included within these standard Government
measures, Renighaw recognises that there 1s a significant
impact caused by staff drwng to its Gloucestershire sites There
15 very imited public transportation serving these sites and
therefore the Company actvely encourages car shanng by
hosting a specific area on the company intranet, through join
lift-share notices in communal areas and through the circulation
of reqular emails that reming staff of the benefits of car sharing

Waste Management (Figure 2)

Remishaw has continued to analyse waste streams and as a
result strives o increase recycling and reduce amounts sent to
landfill, notably paper, cardboard, plastic cups, toner cariridges
and batleries Analysis of the waste streams at the main UK sites
shows a marked reduction in landfill has been made in recent
years, although the sharp ncrease in manufacturing actmty has
seen an increase dunng the 2011 financial year at gur
Stonehouse machine shop

Reduction of waste at source (s also seen as a key
contributor 10 overall waste reduction Conbinuing efforts are
being made to distribute both techmical and sales documentation
in electronic format and the encoder busingss civision ne longer
distributes user guides to its customers, with up-to date guides
avallable through a special support website




Commercial documentation, such as invoices and
acknowledgements, 15 also available through a 'paperless’
facilrty, with customers encouraged to accept this form of
transaction

Although only one of the Group's products currently falls
within the scope of the requirements c¢f the Eurcpean Directive
2002/95/EC on the Restnction of the use of Hazardous
Substances (RoHS), all new position enceder products are now
ntroduced as ReHS comphiant, and the Company continues to
develop and implement processes for other metrology products
1a ensure that they will meet the extended scope of the directive
which will be implemented n 2017

The Company 15 also working hard to meet the
requirements of the European Directive on the Registration,
Evaluation, Authonsation and Restriction of Chemicals (REACH}
and to date no 'substances of very hugh concern’ (SYHC) have
been dentified in its products at a level requinng any action A
dedicated project manager co-ordinates the Company's
activities with regard to compliance wath both RoHS and REACH
directives, Including nisk assessments and infermation gathenng
from suppliers

The community

The Company 15 one of Gloucestershire’s largest companies
and recogmises the posiyve role that it can play through its
ongoing relationships with the lecal community, businesses,
schools and sports organisations With the recognised national
shortage n the UK of skilled engineers and scientists, It

continues to communicate a positive story about the rofe of
science, engineenng and manufactunng in enhancing the lives
of the general populace and the attractions of a career within
these sectors

Throughout the year Reishaw therefore hosts at s
headgquarters tour groups of all ages, which in the past 12
months has included local pnmary and secondary schools,
university undergraduates, chantable orgamsations and
investment clubs

The Company also actively supperis the region's business
community, imparting its knowledge through roundtable
discussions and business seminars, which in the past year has
included export trade, business with China, cost efficiencies and
ethical business It also loans its facilibes to business
organisations and networking groups, and acted as a host and
ambassador for the ‘Born Global' competiion which aimed o
identfy young businesses with export potential

Dunng the year numercus local community fesivals and
carnivals were also supporied through sponsorship, ncluding
the Stroud International Textite Festval, which Renishaw was
formally invited to open The Company also forged closer hinks
with Gloucester Rugby Club, which plays in the Enghish
Premiership league, presenting the club's Young Player of the
Year award in June

Chanty
Over 20 years ago the Company created the Remshaw
Chanties Commuttee (RCC) to distribute funds to support

33




chantable and voluntary orgarsations, and to suppori the
individual chantable efforts of staff through a match funding
scheme The RCC i1s made up of staff representatives irom the
Company's matn Gloucestershire sites and has a particular
focus to assist organisations that help ennch the Iives of
chilgren and adults, from toddler groups and sports clubs,
through to orgamsations that support the disabled and the
bereaved A separate fund 1s also adminustered by the RCC,
which donates monies to aid the wictims of global disasters,
which dunng the past year included the Pakistan Disaster
Appeal and Rapid UK, the Gloucesiershire-based specialist
international urkan search and rescue team

During the year the RCC donated funds towasds a multi-
sensory unit at the Natona! Star College, based near
Cheltenham, Gloucestershire This excellent specialist college
works with children who have physical, sensory or igarning
difficulties to enable them to prepare for the best that adult ife
can offer The multi-sensary urit will help students to manage
their pain, anxiety, stress and behaviour

The Cots for Tots Appeal aims to provide four hfe-saving
cots and a new intensive care suite for the Neonatal Intensive
Care Unit at St Michaei's Hospital, Bristol, and a family
accommodation suite close-by Befere choesing to support the
appeal, members of the ACC visited the Unit which cares for
more than B0O babies every year from across the South West
of England, some born as early as 23 weeks Huge recent
advances in the care of premature and newborn babies mean
that the Unit 1s able to care for many more babies, creating the
need for the new equipment

On 11th March this year one of the five most powerful
earthquakes ever recorded hit Japan, which, combined with a
huge tsunami that 1t inggered, led to widespread devastation,
suffenng and sigmificant loss of life Renishaw's offices n Tokye
and Nagoya wera both undamaged and employees were safe,
although Tokyo staff endured multiple aftershocks for many
days However, an event of this cataclysm touched many, and
on 6th Apnl the Board approved a payment to the Red Cross
Japanese Earthquake Relief Fund of 13 million Japanese Yen,
which added ‘o a 4 miflign Japanese Yen donation from
Renishaw KK's company tnp fund, made a total contribution of
17 millon Japanese Yen (approximately £130,000)

The Japanese Red Cross has been prowiding people in
need wath first aid and emergency healthcare, as well as
disinbutng relief items As the operation moves out of the relief
and into the recovery phase, the Japanese Red Cross is helping
to fit out 70,000 temporary homes with an appliance package
consisting of key domesuc rtems such as nice cookers,
microwaves and kettles The completion and equipping of these
prefabricated homes will be & major siep towards easing the
pressure on evacuaton centres and allowsng people to return to
some semblance of normal life

Renishaw is proud o be able to suppori the Red Cross's
excellent efforts and some Renishaw KK staff have also made
vatuable contributions to the relief effort in the worst hit areas,
by volunteenng thew tme to help

34 CORPORATE SOCIAL RESPONSIBILITY CONTINUED

Education

The Company has a fundamental am to nurture the next
generation of engineers and scieniists and dunng the past 12
months has taken steps to accelerate engagement with the
educational sector

A new education liaison role has been created within the
Company, which will co-ordinate 1ts actvities with selected
secongary schools, universities and STEM (Science Technology
Engineenng and Mathematics) ennchment erganisatons The
aim 1s to help facilitate STEM teach:ng, to raise the profile of
Renishaw and to aid the recruitment of the most
talented indmiduals

As part of this process the Company has already identified
25 secondary schools in the Gloucestershire, Bnstol and South
Wales region, to which 1t has donated £1,000 each towards
STEM related projects and prizes In the university sector the
Company 15 also partictpating in more recrutment fairs and
events designed 1o enable interaction between students and
potential employers These have included a Rerishaw seminar
at the Engineenng Faculty of Oxford University and paricipation
in a Postgraduate Research Syrnposium at Impenal College,
London, where Remishaw staff helped Judge and award pnzes
{or the best projecis

The Company also continued its policy of opening its doors
{0 visits from primarsy schools, secondary schools and
uriversiies This year one week work experience placements
were also gven 1o over 50 students under the age of 18

During National Science and Engingering Week, the
Company's staff visited several focal pnmary schools, where
they gave talks and judged competitions These included
Simonne Watts, from Renishaw's Personnel Depariment, who
became a 'STEM Ambassador' during the year This excellent
programme aims 1o wdentily and train volunteers who will act as
inspiring £ole models for young people, helping them to see
STEM subjects and careers with a fresh perspective

Renishaw also supporied numerous other organisations and
events that am to inspire young engineers These ncluded
hosting the South-West Region launch of Go4SET, a scheme:
that gives young students a 10-week STEM project to help
them make informed decisions about their subyect opions The
Company also released young engineers to act as mentors and
ambassadors at national STEM events such as the UK's 'Big
Bang Fair' and the Cheltenham Science Festival, as well as
local apprentice recrustment {aiws and ‘Women in
Engineenng’ events

FTSE Group confirms that Renishaw plc has been
ndependently assessed according o the FTSE4Good critena,
and has satisfied the requirements to become a constiiuent of
the FTSE4Good Index Senes Created by the glebal index
company FTSE Group, FTSE4Good 15 an equity index senes that
1s designed to facilitaie investment in companies that meet
glehally recognised corporate responsibility standards
Companies in the FTSE4Good Index Senes have met stningent
sociat, ethical and environmental citena, and are posiioned to
capitalise on the benefits of responsible business practice




DIRECTORS’ REPORT

The directors have pleasure in presenting therr 38th Annual repert, together with
the audied financial statements for the year ended 30th Juae 2011 as set out on
pages 44 10 73

PRINCIPAL ACTIVITIES AND REVIEW OF THE BUSINESS

The pancipal activities of the Group dunng the year were the design, manufacture
and sale of advanced precision metrology and inspection equipment together with
products for the healthcare sector including Raman spectroscopy systems, dental
systems, molecuiar diagnostic equipment and neurosurgical products

A review of the business and kkely future developments is given in the Chairman's
statement and the Business review Segrmenta! information by geographical market
is given in note 2 to the financial statements

The Comparnies Act 2006 requires the Directors’ report to include a business
review Cestain information that fulfils these requirements and those of the UK
Listing Authonity's Disclosure Rules and Transparency Rules which requue the
Annual repert to include a management report, can be found In the Business
review and in the descnption of corporate socal responsibility activiies on pages
28 to 34, as wefl as in this Directors’ report

For the purposes of the Disclosure Rules and Transparency Rules which require
a corporate governance statement to be included i the Directors' report, the
Company's corporale governance practces are set out in the Duectors’ corporate
governance report, which forms part of this Directors” report

For the purposes of the Disclosure Rutes and Transparency Rules and the
UK Corporate Governance Code, a gescription of the work of the Nomination
commiitee 1s contaned in the Directors' corporate governance report

For the purposes of the UK Listing Authomy’s Listing Rules, certain information
required to be prowded to the shareholders 1s also contamed in the Directors'
remungration report

There are no persons with whom the Cempany has contractual or other
arrangements which are essential to the busingss of the Company

Further information 1s also available on the Company's website
WWW renishaw com

DIVIDENDS

The directors propose a final dwidend of £47,978,770 or 24 7p per share (2010
£0,899,242 or 13 6p per share) which, together with the intenm diwdend of
£7,497,220 or 10 3p per share (2010 2,911,542 or 4 (0p per share) makes

a fotal amount of dwvidends for the year of £25 475,930 or 35 Op per share,
compared to £12,610,784 or 17 &p per share) for the previous year

DIRECTORS AND THEIR INTERESTS

The directors who served dunng the year and thewr interests in the share capital of
the Company {with the equivalent number of vating nghts), at the beginmng and
the end of the year, werg

QOrainary shares of 20p each

2011 2010

Sir Dawid McMurtry 26,377,231 26,377,291
0 J Deer 12,233,040 12,233,040
B R Taylor 10,147 10,147
A C G Robens 5,165 5,165
G McFarland 2,000 2,000
J P McGeehan* nfa 900
T D Snowden 5,000 5,000
T B Garthwaite 3,000 3,000
W H Whiteley 3,765 3,765

~J P McGeehan retred from the Board on 14th October 2611

All the above holtings were beneiicially held with the exception of 2,434,411
shares (2010 2,434,411 shares) which were non-beneficially held by 0 J Deer but
in respect of which he has voting rghts

There has been no change in the above holdings in the penod 1st July 2011 1o
27th Juty 2011

In accordance with the prowsions of the UK Corporate Governance Code all
directors will retire and, being eligible, offer themselves for re election at the
annual general meetng (*AGM”) to be held on 13th October 2011 Details of the
directors are shown on pages 20 and 21 and [ull ipgraphucal details ase available
N www renishaw com

Sir David McMuriry, as one party, and D J Deer and Mrs M E Deer, as the other
party, have entered into an agreement relating to the way each party would
vole in respect of hus or her shares if requested by the other party to do so This
agreement continues untl 25th May 2013

The rules on appointment, Ieappointment ant relirement by rotation of the
directars and their powers are set out in the Company’s Articles of Asseciation
There are no powers given 1o the directors that are regarded as unusual

DIRECTORS' AND OFFICERS' INDEMNITY INSURANCE

Subject to the prowsions of the Companies Act 2006, the Company's Articles
of Association provide for the directors and officers of the Company to be
appropriately indemnified The Company maintains insurance for the directors
and officers of the Company i respect of their acts and onuss:ons during the
performance of their duties

SHARE CAPITAL

Details of the Company s share capial, including nghts and obligations, 1s given M
note 21 to the financial statements The Company is not a party to any signdicant
agreements thal might terminatg upon a change of control of the Company

A shareholder's authonty for the purchase by the Company of iis cwn shares

was In existence dunng the 2011 financial year However, the Company did net
purchase any of ds own shares during that e

AUDITORS
A reselution 1o reappoint KPMG Audit Pic as auditers of the Company will be
proposed at the forthcorning AGM

DISCLOSURE OF INFORMATION TO AUDITORS

The directors who hekd office at the dale of approval of this Directors’ report
confirm that, so far as they are each awarg, there 1s no retevant audil information
of which the Company s auditors are unaware, and each director has taken all
the steps that he ought lo have taken as a director to make himself aware of any
relevant audit information and to estabhish that the Company's auditors are aware
of that nformation

ANNUAL GENERAL MEETING

The notice convening the AGM and an explanabion of the resolutions sought are sel
out on pages 40 and 41 At the megting, the Company wilk be seekung shareholder
approval for, amongst other things, the abiity lo make market purchases of its own
ordinary shares, up to atotal of 10% of the 1ssued share camitai

The directors consider that afl the resolutions proposed are in the best interests of
the Company and it shareholders as a whole and unanimousty recommend that
sharehelders vote n favour of the resolutions, as they intend to do in respect of
thesr own holdings
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SUBSTANTIAL SHAREHOLDINGS

Apart from the shareholdings (and corresponding voting nghis) of Si Dawd MeMuriry and
John Deer (36 2% and 16 8% respecively), the following voting nights have been noufied
10 the directors under the requirements of the UK Listing Authonty's Drisclosure Rules and
Transparency Rules DTR 5, which represent 3% or more of the voung nghts attached to
msued shares in the Company, as at 30th June 2011

% of 1ssued Number
share capital of shares
BlackRock Inc 499% 3635612
Capital Research and
Management Compary 4 76% 3465730
Slandard Lifa Investments
Limited 521% 3660425

No notifcations have been receved under the provisions of TR 51n the perod 15t July
2011 10 27th July 2011

RESEARCH AND DEVELOPMENT

The Group has a continuing commetmens ta a high fevel of research and development
The expenditure invohved Is directed towards the research and devefopment of new
products relating to metrology, encompassing computer aided design and manutacturing
systems, and relaiing to healthcare products, encompassing Raman spectroscopy
syslems, dentat systems and certain areas in the medical devices hield

CREDITOR PAYMENT POLICY
The Company does not follow a specific standard or code on payment practice but has a
vanety of payment terms based on the following

Coniracts have been negatiated with 2 number of suppliers and payments
are magde 1n accordance with the terms of these contracts

Payment terms are disclosed on the Company’s stancard purchase order
jorms The Company’s policy 1s to ensure that all invoices are setiled within
60 days of the recaipt and agreement of a valid and complete nvoice

Two payment runs are made each month Wherever passible, payments are made using
the Bankers’ Automated Cleanng Service

Typically, the Company setties all due nvoices n the calendar month followang therr
receipt The number ¢f days' purchasing outstanding at the end of June 2011 was
approxmately 30 days (2010 30 days)

EMPLOYEES

The mantenance of a highly skilled workforce 15 essential ta the future of the business
and Lhe drectors place great emphasis on the cantinuation of the Company's approved
trawung polcy Health and safety matters are given special attention by the direciors and
wel established systems of safety management are In ptace throughout the Group to
sateguard employees, customers and wisiors

Employment policies are designed i provide equal opporlunibes irmespectve of race,
colour, religion, sex, age, disabifity or sexual onentaton Proper consideration s gven to
applicatiens for employenent from disabled people who are employed where sustable for
appropnale vacancies Opportuniies are given to employees who become disabled, 1o
conunue i thew employment or to be trained for othes postions

Requtar contact 1s mantained with all employees based in Gloucestershire through
monthly communications meetings and departmental chaneels In addibion, in February
and August, the Assistant Chief Executive presents the intenm resulis and final results
respectvely, to all such employees tollowing their publication

Employees are encouraged to be svoived (n the Company’s performance through
vanous methods, including a staff suggestion scheme under which awards are gven
for mnovative suggestions for improwing the way 1n which the Company undertakes 1is
business, an iInventors award scheme for indmduals who are named as Iveniors on
patent appkcations that are sulsequently granted and an annual performance bonus
programme which 1s dependent upon indwidual performance and the periormance of
the Company

Employee work forums exost and employee work ferum representatives lase with
management on employes matters Further informaton on employee matters 15 contaned
i the descrption of corporate social responsibility actvilies sel out on pages 28 to 34

There are no agreements with ermployees prowding for compensaton for any loss of
employment that occurs becawse of a takegves bd

DONATIONS

Duning the year the Group made chantable donatons of £215,000 (20710 £47,000)

The Group organises its chantable donabons by wo methods firstly, by allocating a fund
of money 10 its Chanties Commutiee, and secondly, through duect grants as decided

by the Board The Chanties Commitiee meels at ieast four times a year to consider all
appiications for donabions from loca! groups inthe area lts denations poticy 15 to provide
funds to local causes or focal branches of nabonal groups, wath focus on youth projects
Further snformaton 15 et out on pages 28 o34

No potibcal donabons were made dunng the year {2010 Enif)

Signect on behall of the Board

N Tang
Company Secretary
27th July 2011

WTW%

Renishaw plc
Regstered number 1106260, England and Wales




DIRECTORS' CORPORATE GOVERNANCE REPORT

The Beard 1s commutied to mamtaining high standards of corporate governance This
report, together with the Directors’ remuneration report sets out iow the Company has
apphed the principles of the UK Corporate Governance Code (the “Code”) ssued by the
Financtal Reporting Council and contains the snformation required by Section 7 of the UK
Lesung Authority's Drsclosure Rutes and Transparency Rules

A. LEADERSHIP
The role of the Board

The Board compnses five executive and three non executive directors The dieclors
holding office at the date of thes report and short iographical detzis are gven on pages
20and 23 Full bgraphicat detalls are avallable on www rerishaw com  The Company
maintains abiity insurance for 1ts directors and officers as disclosed i the

Directors” repot

The Board focuses on formulation of strategy, management of effectve business controls
and review of business performance There is a formal schedule of matiers specifically
reserved 10 11 for decisien These include the approval of annual and intenm results and
Intenm management statements, company and business acquisiions and disposals
major capial expenditure, borrowings, matenal agreements, dvector and company
secretary appantments and removals, any patent related dispute and other maternal
Iihgation, forecasts and mayor product development projects

The Board megts as often as 15 necessary 10 discharge its dutes efiectively In the
linanciat year encied 30th June 2011, the Board met ten times and the directors’
attendance recerd at Board and committee meetings 1 et out at the end of this report
In addition, the non executwve directors met a number of times without executive
directors present

The Board has three formally constituted commuttees, the Audit committee, the
Remurneration commttae and the Nomination comnutteg

There 15 an execubve commitlee known as the Executve Board that 1s responsible

fer the executve management of the Group's businesses It s chaired by the Charman
and includes the executive drectors of Renishaw plc and other senior

management representaives

A framework of delegated authonties 15 1n place that maps out the structure of detegation
below Board level and includes the matters reserved to the Executve Board

The Board has acopted a conflict of interests policy, putung in place procedures for the
drsclosure and review of any confiicts and potential conflicts and authorisation by the
Board {i felt appropnate) Authonsations granted and the terms of such are reviewed on
an annual basis New disclosures are made where apphcable

Dsvision of responsibilibes/The Chairman

The sole of Chaurman and Chiel Executive 1s a combined role and thus contrary to the
recommendations of the Cooe However, the Board considers that there 15 still a clear
dision of responsibiiies at Soard level to ensure an appropriate balance of power and
authonty The Chaimman has o other significant commitments as regards employment or
dreclorships of ether companies

Non-executive directors

The senor independent director 1s Bilt Whiteley ancd he 1S available io discuss congems
waith shareholders shoulet the normal channels of the Chairman and Chief Executve or
the Group Finance Director fail to resolve such concerms, er for which such contact s
inappropriate  The non exscutive directors meel without the executive directors present
to discuss performance and other matters

B EFFECTIVENESS
Composition of the Board

All the non executive directors are considered by the Board 1o be independent in
character and judgement and there are no relatignships or circumstances that are ikely
lo affect a non executive diector’s judgement

The Code recommends that at least half the board, excluding the Chairman, should
compnse independent non executive duectors The Board does not comply with this
requirement as It considers Lhe batance of the Board to be appropnate for the size of
Its business

Appointments to the Board

With effect from 26th July 2010, the Nominaton committee has been insiituted as a
new committee responsible for reviewing the structure and composition of the Board
and nominating candidates for appowntment to the Board Prewiously, there was a
combined Remuneration and nemination committee The majonty of the members of ths
commitee are ndependent nan execulve directors and a kst of the members and the
chai of the committee 15 set out on page 21 The terms of reference of this commitiee
are published on the Company’s websde  This section of the annual report describes the
work of the Nominalign committee

No new appomtments have been made to the Board dunng the year bul the committee

has decided to seek lo apponl a further non executve director A recruitment consuftant
has been engaged and has been provided a job specification againsi which to seek
appropnate candidales The consuliant has beenjequested to ensure that the shortlist
for interview inchdes candidates that have the required skills and expenence and, where
possible, at lzast two fernale candidates The recruitment consultant has aa conneclion
with the Company

The Board has considered the recommendations of the “Women on Boards™ report
1ssued by Lord Davies of Abersoch as regards sefting out aspirations for the appaintment
of women to the board by 2013 and 2015 and has decided that it s inzppropriate 1o set
out any levels that may require positve discrimination in this respect, as the overnding
need 1s to appoint directors with the necessary skills and expenence for the role

Coemmutment

The terms of appaintment of the nen executwe drectors which ncludes ihe expected
ame commitment from non executve directors and requinng any changes o other
significant commiments to be discussed with the Chairman and Chief Executve in
advance are avallable for inspection at the AGM and at the registered office upon
written request

None o the executve directors holds a dicectorsrip in a FTSE 100 company
Development

Duectors are offered the opportunity to atiend formal training courses to update ther
knowiedge of their duties as dwectors Guidance notes on changes to law and regulations
are provided as appropriate Non executve directars are mwiled to attend internal
conferences, which prowide information to the Group on new preduct development and
marketing nibiatves Business presentztions are gven at Board meetings lo prowide
updates on and opportunities to discuss products and business strategies

An induction pack 15 provided ta new appaintees to the board and induction procedures
include site visits, briefings by senior managers and meetings with major shareholders at
appropnate epeortunities

Informaton and support

The Board recenves appropnale documentaton, management accounts, forecasts

and commentanes thereon n advance of gach Board meeting to enable its members

1o review the financial performance of the Group, current trading and key business
int@tves The company secretary adwises the Board on all governance matters All
directors have access 1o the company secrelary and 10 Independent professional advice
at lhe Company's expense where necessary to discharge their responsibiibies as
drrectors The appointment and cemoval of the company secretary i a matter reserved
for the Board

Evaluation

The Board has established a formal process led by the semor independent dyector for
the annua) evaluation of the performance of the Board This includes the completion of
a questionnarre designed and approved by ihe Beard to provide a framework for the
evaluation process R 1s ihe 1ot of the senior independent director to summanse the
responses and discuss them with indnadual drectors and wath the Board as a whole
The committees underiake a similar evaluaton process led by the char of the relevant
rommitiee  The requirement unger the UK Corporate Governance Code that evaluabon
of the board of FTSE 350 companies should be externally faciitated at jeast every three
years has been noted and the implementztion of this requirement will be considered by
the Board The Chawman and Chief Executive thscusses performarice with

mdmdual directors

Re-election

In accordance with the UK Corporate Governance Code all the directors will setire from
the Board at the next AGM and, other than in the case of any diector who has decided lo
stand down from the Board, will offer themselves up for re election at the AGM

C ACCOUNTABILITY

Financtal and business reporting

The respective resporsibiites of the duectors and audilors in connection with the
fnancial statements are exqianed i the Statement of directors' responsbrites and ihe
Independent auditers’ repor

Going concemn

The Group’s business actmbes and business model, together with the laclors likely o
affect its future development, performance and posibon are sel out n the Busingss review
where also gven are detatls of the financal and liquidity posilions In additon, note 22

i the financial statements includes the Group's objecives and poBcies lor managing

its capital, detais of its financial instruments and hedging actnities and 1ts exposures (o
cregit nsk and bquidity nisk

The Group has considerable financial resources at its dispesal and the drectors have
considered the current financsal projectons As a consequence, the directors believe that
the Group 15 well placed to manage 1S business nsks successfully
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Gosng concem continued

After malong enquings, the direclors have a reasonabie expectation that the Company
and the Group have adequale resources ko continue 1n operational extstence for the
foreseeable future Accordingly, they continue 1o adopt the going concern basss in
prepanng ihe Annual report and accounts

Risk management and internal control

The Board 1s responsible for the Company's systems i nsk management and ntemal
control and for reviewang therr effectiveness Any system of internal control s designed
to manage rather than eiminate the nisk of farlure to achieve business objectves and
can only provide reasonable and not absolute assurance agansi material misstatement
of loss

There are defined ines of respensibility and delegation of authonbes There are also
established and centrally docunmented control procedures, including, for example, capiial
and other expenditure, niormaton ang techngiody secunty, and legal and regulalory
comphance These are apphed throughout the Group

The Group internal audit function provides independent and objectve assurance that the
procedures are appropriate and effectwely appked The Group Audit Manager atiends
Audit committee meetings to present annual internal audit plans and the resutts of such
internal audits Actions are monitored by the Audt commuttee on an ongaing bass

There 15 a process for the review of business nsks throughout the Group These are
reported on a monthly basis by seruor management and overseas subsidianes These
reports are reviewed by the Board

The Board ensures tha there are effective internal controls over the financia! reperting
and consolidztion processes Monthly accounts and forecasts are presented Lo the
Board for review The Group internal audit function undertakes a programme of review of
subsicianes’ accounling processes and performance (o prowide assurance to the Board
on the ntegniy of the nformation supplied by each company which forms part of ihe
consohdated results of the Group

The Board undertakes an annual formal review of the effeciiveness of the Group's
system of internal controls and an updated nsk and controls analysis for the Group
The seview covers all matenal controls, including financia!, operational and compliance
controls and nsk management systems

The Board considers that there 1s an angoing process for elentifying, evaluating and
managing the significant nsks facing the Group that has been n place dunng the year,
15 reguiarly reviewed and aceords with the Tumnbull guidance The Board confirms

that necessary aclion has been or 1s being taken to remedy any significant falngs or
weaknesses identdied {rom il review

Audit committee and auditors

The Audit commitiee comprises the three non executive directors A list of the members
and the charman 1s sel out on page 21 The Boaid 15 salisfied that at ieast two members
of the commitiee have recent and relevant financial expenence, being Terry Garthwaite
and David Snowden The terms of reference of this committee were reviewed dunng the
year and are avadable on the Company's wetsile

The comimitiee reviews the accouniing polcies and procedures of the Group, it annual
and ntenm hinangial statements before submission 1o the Board and its compliance with
statutory requiremenis The committee moniors the: integrity of the Group's financial
statements and announcements relating {0 financial performance and reviews the
significant reporting judgesnents contaned therein | atso reviews the scope, remit and
effectveness of the intemal control Systems and internal audit junction

The commitiee has pnmary respensitiity fos making the recommencation on the
appoiniment reappointment and removal of external auditors, which the Board puts to
shareholders for approval at the AGM

it keeps under review the scope and results of the audit, 1s cost effectveness and Lhe
ndependence and obiecinly of the auditors The auditors prowde a confirmaton of
independence on an annual basis The commuittee reviews the nature and extent of the
non audit services supplied by the auditors, recenng regular reports on the balance
of audit Lo non-audit fees The committze regards 1 mosl cost efficent to use the
auditors for tax advice and comphance since thes requures an in depth knowledge and
urderstanding of the Company’s business, products, customer base and markets

The commutiee reviews the pohcy by whuch employees of the Company may, in
confidence, raise matters of concern, InCluding possitie impropneties In financal
reporting or other matters

The commitiee meets al least three times a year with the Group Finance Director,

the Group Financial Conirotier, the Group Audit Manager and the external auditors in
attendance Al least one meeting, or part 1s held with the external auditors without
executive directors present
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D REMUNERATION
The Directors' remuneration repoit explains how the Gompany apphies the Code
ponciples relating to remuneration

E. RELATIONS WITH SHAREHOLDERS

Datogue with institutbional shareholders

Presentations are gven 10 nsttutionat nvestors following publication of the half year
and full year results, lollowing which intenm reperts are published and annual reports
are delvered to 2 sharehokders The intenim and annual results and preseniations are
posted on the Company's website promptly atter announcement of the results 1o the
UK Listing Authonty via an RIS Instrtutionat investors are actvely encouraged to visil the
Company's headquanters and manufacturing sies where they will meet at lgast one of
ihe executive directars and have the opportundy of discussing any 1ssues with them
Meelings with investors, analysis and media are reported at each Board meeting and
analysts’ and brokers' reports circulated so that the Board develops an understanding of
the views of investors and others

Non execulve direclors are available to attend planned megtings with majer
shareholders Al drectors attend the AGM and are available to meet shareholders after
the megting

Constructive use of the AGM

The AGM takes place at the Company’s headquarters and formal netification e sent to
the shareholders al least 20 working days belore the megting A business presentation
15 gven at the meeling and all directors are available for questions dunng and after the
meeting, ncluding the chawmen of the Audit, Remuneration and Nomination committees
Tours of the Company's faciiies are offered

The Company reports on the number of proxy votes lodged on each resolution, the
balance for and aganst 2ach resolution and the number of voles withheld after the
resolution has been dealt with on a show of hands This informabion 13 provided to the
shareholders attending the AGM and publishet on the Company's websile following
the meeiing

DISCLOSURERULEDTR7 26 R
The informabion regarding share capital required to be distlosed by ths rule 1S contained
in the Directors’ report

BOARD AND COMMITTEE MEMBERSHIP ATTENDANCE RECORD

Shown against each director's name 15 the number of meetings of the Board and its
committees at which the director was present and, in brackets the number of meetings
that the director was eligible to attend during the year

Audt Remungration Nerminztion
Duectos Board cemmitee  commitiee commiiee
Sir David McMurtry 10(10) 10
D J Deer 900 -
B R Taylor 10 (10} - -
AC G Roberts 1000 -
G McFariand 1006 -
T D Snowden 910} 23 2% 1M
T B Garimwatte 900 30 KY%) 11
WH Whitgley 1000 3G @ 10
J P McGeghan® 4 1 1) (1)

*J P McGeehan retred on 14th Qctober 2030

COMPLIANCE STATEMENT
The Board consilers that it has compied with the requirements of the Code throughout
the year excepl i relation to the following matiers &he reasons for non comphance are
siated in the repon above)

ihe combined rale of charman and chuef executive, and

at least hatf the board, excluding the chaman, does not comprse independent non
executve directors

s NO-rg (0
Company Secretary OJ& bt
27th July 2011




DIRECTORS’ REMUNERATION REPORT

REMUNERATION POLICY

The Remuneration committee 1s responsible for deciding the Company's
framework of executive remuneration and setiing remuneration packages for each
of the executve directors

The commuittes's policy 1s to motivate and retain execubive directors by rewarding
them with competiive satary and benelil packages and incentives These are
linked 1o the overall periormance of the Group and, in turn 10 the interests of

the shareholders

The comemittee reviews annually all aspects of the executive directors’
remuneration, performance and employment

REMUNERATION COMMITTEE

All the members of this committee are non executive dirgctors and a bist of
membership and the charr of the commitige 1s set out on page 21 The terms of
reference of this committee are published on the Company’s website

The remuneration of the non executive directors, which does not contain any
periormance retated element, 1s desermined by the executive directors There are
no share options avaitable to non executive dirgctors

No new appointments of directors were made dunng the year

REMUNERATION

Salary

The Remuneration commitiee reviews basic salangs to take effect from 1st July
each year In deciding appropriate levels, the commuttee takes account of financia
data taken irom a crass section of UK companies wathin the electronics and
engINEernng sectors

Bonus

This year the committee reviewed the annual bonus scheme for executive directors

which 1s based on Group perfermance as measured agawnst a preset earnings per
share ("eps”) 1arget estabhished for the next four years

The perfarmance conditions firstly require the achievement each year of a base
Iing eps {exciuding directors’ bonus) which for 2011 was set at 43 67p with

the targel designed to delver 75% of salary at 62 86p, 99% above 2010 The
percentage bonus award increases on a straight Ine basts between the base ine
ang the eps targst

In addition there s a further 25% bonus award available for exceeding the eps
target based on 5% of salary for every 1p per share i excess of target Uptoa
cap of 100% of salary)

For 2011 the Group 1s reporting eps of 90 1p (before directors’ bonus) which
therefore gives nse 1o a bonus entidlement of 100% of salary for each of the
execulive diectors

The scheme 15 revigwed annually

There are no share options of leng term incentive schemes n gperation for the
directors but the position s kepl under review

The non executive directors do not participate s a bonus scheme

Other benefits
Company cars and other bengfits provided to directors are subject 1o income tax
The benefits are included in the directors’ remuneration table in note 7

Geoff McFartand 1s a non executive director of Delcam plg, in respect of which no
remungration 1§ payable by Delcam ple

Pensions

The Company makes annual ceninbubiens of 15% of undertying basi salary to
ndmadual pension policies for Ben Taylor and Allen Roderts Neither bonus scheme
payments nor other benefils are eligibte for pension scheme contnbutions

Geoff McFarland 15 a deferred member of the Company s defined benefit schems
which closed for fulure accruals on 5th Apnl 2007 and he now parucipates in the
Company’s defined contnbution scheme  More details are given in noie 7

The non execubive directars do not participate in the Company's pension schemes
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Summary
Detarls of directors’ remuneration (including pensions} which form the audited
section of this report are shownn ngte 7

SERVICE CONTRACTS AND COMPENSATION

The executive directors have each entered into a service contract with the
Company The coniracts do not contain any specific provisions governing the
payment of compensation for loss of office or employment, whether as a result
of a takeover tig or otherwise The notice penod for termination of the contract 1S
twelve months to be given by either the Company or the director

The non-executive directors have been appointed under contracts for services
which are intended to continue for an initial period of three years However, these
contracts may be terminated by either the Company or the director on one
month's notice

PERFORMANCE GRAPH

The graph below shows the Company’s total shareholder return (*TSR")
performance, cempared wath the FTSE mid 250 index, which the directors
beleve 15 the most appropnate broad index for companson

7D oo

The report was approved by the Board of directors on 27th July 2011 and has
been signed on s behalf by

TD Snowden FCA
Charman, Remungraiion commuttee




40 NOTICE OF MEETING

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE
ATTENTION If you are in any doubt as to the action you should take,
you are recommended immediately to seek your own personal financial
advice from your stockbroker, bank manager, solicitor, accountant or
other independent financial adviser authorised under the Financial
Services and Markets Act 2000

if you have sold or otherwise transterred al! of your shares in Remshaw
plc, you should pass this document and the accompanying form of proxy
without delay to the stockbroker, bank or other person who arranged the
sate or transfer so they can pass these documents to the person who now
holds the shares

Notice 1s hereby given that the 36th annual general meeting ("AGM®) of the
Company will be held at New Mills, Wotton under-Edge, Gloucestershire GL12
8JR on Thursday 13th October 2017 at noon You will De asked to consider and, if
thought fit, pass the resolutions below Resoluon 14 will be proposed s a special
resolubon This means that for this resolution to be passed, at least three quarters
of the votes cast must be in favour of the resolubon Al other resolutians will be
proposed as ordinary resolutions This means that {or each of these resolutions to
be passed more than half of the votes cast must be n favour of the resolution

Ordinary fesoluiions

1

10

13

To receve and adopl the reports of the directers and auditors and the financial
statements for the year ended 30th June 2011,

To declare a final divdend for the year ended 30th Jung 2011,

To re elect as a director Sir Dawid McMurtry, a director rebinng voluntanly and
who, being ehgibie, offers himself for re election,

To re elect as dwector John Deer, a director retinng voluntanly and who, being
eligible, offers mimself for re election,

To re elect as director Ben Taylor, a director retunng voluntanky and who, being
ehgible, offers limself for re election,

To re elect as director Atlen Roberls, a director retinng voluntanly and who,
being ehgible, offers himself for re elechion,

To re elect as a director Geoff McFarand, a directer retinng voluntanty and
who, being elgible, offers mmself for re efechion,

To re elect as a director Terry Garthwaite, a director rebnng voluntanty and
who, being eligible, offers imself for re election,

Te re elect as a dwector David Snowden, a director retinng veluntanly and
who, being eligible, offers imsel for re elect:on,

To re elect as a director Bill Whitefey, a director retinng volunianly and who,
baing ehgible, offers imself for re election,

To approve the Directors' remuneration repert for the year ended 30th June
2011 contained in the Annual Report 2011,

To re appoint KPMG Audit Pic as auditors of the Company, to hold office from
the conclusion of the meeting Lo the conclusion of the next meeitng at which
accounts are laid before the megting,

To authonse the directors i determine the remuneration of the auditors,

Special resolution

14

To consider and, If thought fit 1o pass the following resolution

That the Company be and 15 hereby unconditionally authonsed for ihe
purposes of seciion 701 of the Companies Act 2006 {ine “2006 Act”) to
make one or more market purchases {within the meaning of section 633(4) of
the 2006 Act) of ordinary shares of 20p each n the capital of the Company
(“ordinary shares”) provided that

{i the maximum agmber of ordinary shares hereby auihonsed to be
purchased s 7 278,854,

{# the maxmum pace that may be paid for an ordinary share 1s an
amount equal to the tugher of { 105% of the average of the middle
market quotations for an ordinary share {as derved from the Lendon
Stock Exchange Daily Official List) for the 5 business days immediately
preceding the day on winch the erdinary share 1s purchased and (i)
the amount stpulated by Article 5(1) of the Buy Back and Stabilisation
Regulation 2003,

(i} the minimum pnce wiich may be paid for an ordinary share shat be 20p,

(iv) the authonty hereby conferred shall expire at the earlier of the conclusion
of the AGM 10 be held in 2012 and 31st December 2012 unless such
authonty 15 renewed prior 10 such time and

{v) the Company rmay make a contract to purchase ordinary shares under
the authonty hereby canfesred prior to the expiry of such authornty which
contract will or may be executed wholly or partly after the exmraton of
such authonty and may make a purchase of ordinary shares pursuant (o
such contract

By order of the Board  Registered office

New Mils
N Tang Wotton under Edge
Company Secretary Gloucestershire
GL12BJR
19th August 2013 T
Renishaw plc l : E t

Registered in England and Wales under number 1106260

NOTES

4

A form of proxy 15 prowiced with this Notice for members A member 1S enbitled

1o appomt one or more proxies to exercise all or any of the member's nghts 1o
attend and to speak and vote at the meetng A member may appoini move than
one proxy In relation 1o the meeting provided that each proxy 1s appomted o
exercisa the nights attached to a differeat share or shares held by that member If
a member wishes to appoint more than one graxy and therefore requwes additional
proxy forms the member shauld contact Equinit Limited on 0871 384 2169

Calls to this number cost 8p per minute from a BT landine, other providers’ costs
may vary Lines are open from 8 30am to 5 30pm, Monday to Friday Qverseas
shareholders should call +44 121 4157047

A proxy need not be a member of the Company but must attend the meeding ior
the member's vote to be counted A proxy form which may be used to make such
appointment and geve proxy instructions accomparnes this notice

To be vahd any proxy form or other mstrument appoimting a proxy must be received
by post or {dunng normal business hours only) by hand at Equint Limited, Aspect
House, Spencer Road, Lancing, West Sussex, BN9 GZL or 1he proxy appoiniment
must be lodged using the CREST Proxy Yoling Service 1n accordance wih Note 7
below, no later than 48 hours before the ime appoinied for holding the meeting
Amended instruchions must 2iso be receved by the Company's regisirars by the
deadline for receipt of proxy forms

The return of a completed proxy form o other such instrurnent walt not prevent
a member from attending the meeting and voting n person it he/she wishes io
doso

Pursuant 1o Regutation 41(1) of the Uncertficated Secunibies Regulations 2001

(as amended) and for the purposes of section 3608 Companies Act 2006, the
Company has specified that to be entitied to attend and vote at the meeting or

any adjournment {and for the purpose of the determination by the Company of the
votes they may casl), members must be registered i the Register of Members of
the Company as at Gipm on 111h October 2011 or for any adjourned meeting 6pm
on the day which 1 2 days before the adourned mesting Changes to the Register
of Members after the relevant deadine shall be disregarded in determining the
nights of any person 1o attend and vole at the meeting

CREST members who wish to appoint a proy or proxies twough the CREST
electronic proxy appaintment Service may o so by using the procedures described
in the CREST Manual CREST Personal Members or other CREST sponscred
members and those CREST members who have apponted a voiing service
provider(s) should refer to thew CREST sponsor of voling service provider(s} who
will be able 1o take the appropriate aclion on their behalf

In order for a proxy appointment of instuciion made using the CREST service

to be valid, the apgropnate CREST message {a “CREST Proxy Instruction™) must
be property authenucated wn accordance with Euroclear specificabions and must
contzn the information required for such nstrucbions, as described in the CREST
Manual The message regardless of whether it constitutes the appomtment of a
proxy or an amendment to the nstructen grven to a previously appointed proxy
must W order to be vahd, be transmitted 50 as (o be recerved by the 1ssuer's
agent i} RA19) by the latest imefs) for receipt of proxy appoiniments specthed

n the nouce of meetng For this purpose, the time of receipt will be taken to be
the time (as determined by the tmestamp applied 1o the message by the CREST
Applications Host} from wiich the issuer's agent s able 1o elrneve the message by
enquiry 1o CREST in the manmer prescnbed by CREST  Afier this ume any change
of instructions to prexes appointed threugh CREST should be communicated to the
appointee through other means
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CREST members and, where apphcable, ther CREST sponsors of voling serce
providers should note that Euroclear does nol make available special proceduses
in CREST lor any particular messages Normal system bimings and imitations

will therefore apply n relation 1o the input of CREST Praxy Instructions It 1s the
responssbiliy of the CREST member concerned to take (or, If the CREST member
15 a CREST personal member or sponsored member or has appointed a voling
service provicer(s), to procure that his CREST Sponsgr of woling service provider(s)
take{s)) such action as shall be necessary to ensure that a message 15 transmitted
by means of the CREST system by any particular ime n this connection, CREST
members and, where applicable, their CREST sponsors of veting service providers
are referred, in parlicular, 1o 1hose sections of the CREST Manual concesning
practical imutations of the CREST system and urmings The CREST Manual can be
reviewed at www euroclear com/CREST

The Company may treat as invaiid @ CREST Proxy fnsiruction in the crcumsiances
set out In Regulation 35¢3)(a) of the Uncertificated Secunties Regulations 2001

You may not use any electronic address provided edher n this Notce of meeting
or any related documents {including the proxy form} to communicate with the
Compary for any purposes other than those expressly staled

Any corporation which 15 a mesnber can appomt one or more corporate
representatives who may exercise on its behalf all of its powers as a membar
provided that, if it 15 appointing more than one corporate representatve st does
nod do 500 relation o the same shares

Any person receving a copy ol this notice as a person nommated by a member
under section 146 of the Companies Act 2006 to enjoy information nghts (a

Naminated Person") should note the provisions in this notice concerming the
apoaintment of @ proxy or proxies to attend the meeting in place of a member, do
not apply {0 @ Nominated Person as only shareholders have the ngit 1o appoint a
proxy However, a Nominaled Person may under an agreement between him/her
and the member by whom he/she was nominated, have a nght 1o be appented (or
to have semeone else appointed) as a proxy for the AGM 1f 2 Nominated Persan
has no such proxy appoiniment nght or does not wish to exercise i, hefshe may
under any such agreement have a night to give instructions to the member as 1o
the exercise i voling nghis

Uncer sechon 527 of the Companies Act 2006 members meeting the threshold
requirements set out In that seclion have the nght to require the Company to
publish on a website a statement setiing out any matter relating to () the aud:
of the Company’s accounts including she auditor's report and the conduct of the
audt) that are to be lad before the meeting or (i) any cwcumstance connecied
with an auditor of the Company ceasing to hotd office since the previous meeting
at wiuch annual accounts and reporls were laxd (n accordance with section 437 of
the Companies Act 2006 The Company may not require the members requesbing
any such website publicabion to pay its expenses n complying with sections 527
or 528 of the Companies Act 2006 Where the Company 1S required {0 place a
statement on a website under section 527 of the Companies Act 2006 1t must
fosward the statement to the Company's auditor not fater than the ume when it
makes the statement available on the website The business which may be dealt
with at the AGM inludes any statement that the Company has baen required
under section 527 of the Companies Act 2006 to publish on a website

Any member attending ihe meeling has the nght to ask questions The Company
must cause o be answered any such question relating to the business being
dealt with at the meeting but no such answer need be gven if () to do 5o wourld
interfere unduly wth the preparation for the meeting o invalve the disclosure of
confidgntial information {b} the answer has aiready been given on a website In
the form of an answer to @ question, or {c) it 1S undesirabte in the interests of the
Company of the good order of the meeting thal the question be answered

A copy of tis notice and other nformabion required by section 311A of the
Companies Act 2006, can be found sn the copy of the Annual report and accounis
2011 at www remishaw ¢om

Under secuon 338 and section 3384 of the Companies Act 2006 members
meeting the threshold requirements in those sections have the rght to require the
Company () to gve to mesmbers of the Company entiled 1o recenve notice of the
meetng netice of a resoiution which may preperty be moved and 15 intended to
be maved at the meeting and/or {ii} to nclude i the business to be dealt with al
the meeting any matter {other than a proposed resolution) winch may be properly
ncluded 1 the busness A resolution may properly be moved of a matter may
properly be inctuded i the business unless (a) in the case of a resofution only}

1t would 1f passed be inefiactave (whether by reason of inconstsiency with any
enactment or the Company s constitubion of otherwise) {b) it 1S defamatory of any
person of (c) 111s fvolous or vexatious Such a request may be w hard copy foem
o 1n electrome form, must identify the resolution of which nolice 15 to be gven of
the matter i be included in the business must be authonsed by the person or
persons making 1, must be receved by the Company not faler than Wednesday
31st August 2011, being the date 6 clear weeks belore the meeting, and (in the
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case of a matter (0 be mchrded n the business only) must be accompanied by a
siatement setting out the grounds for the request

17 As at 18th August 2011 (peing the last business day prior to the publication of
this Notice) the Company's issued share capilal consists of 72 788,543 ordinary
shares carmyng one vote each Therefore, the total voting rights in the Company as
at 18th August 2011 are 72 788,543 There are no other classes of shares or any
shares held in treasury

18 Copies af the followsng documents are avalable for inspection at the registered
office of the Company dunng normal business hours (§ 00am 4 15pm excluding
weekends and public hohdays)

{8} service contracts of the executve directors, and
() letters of appomtment of the non execulive directors

All documents will be avaitable for inspecion ai the above locations from the
date of this nouce unbl the conclusion of e AGM and will also be available
{or nspection ai the place of the AGM from 15 minutes before 1t 15 held untl
Its conclusion

APPENDIX
EXPLANATORY NOTES TO THE NOTICE OF ANNUAL GENERAL MEETING
Resolution 1 — Reports of Direclors and Financial staterents

The directors must present the report of the dreciors and the auditors and the accounts
of the Company for the year ended 30th June 2011 o the shareholders at the AGM

Resalulion 2 — Final dvidend

The directors recommend that a final dwdend of 24 7p per share be pad to each
shareholder on the reqister of members as at the close of business on the day 48 hours
prior o the payment of such dmdend

Resolutions 3 to 10 incluswve —Re election of directors

In accovdance with the provisions of the UK Corporate Governance Code, all Directors
will retre and, being ehgible, offer themseives for re election al the AGM Short
biographical delalls of the directors are shown on pages 20 and 21 and full details

are available on www renishaw com It 1s considered that each of the non execuive
drectors continug 10 contnbute to the performance of the Board and demonstrate ther
commitment to ther roles and therefore shoukd be re efected

Resolution 11 — Remunesation repor

Listed companies are required to prepare a Dwectors' remunerabion report and put
a resolution to approve the report to the shareholders at the AGM The Owectors'
remuneration report 1s et out on page 39

Rasolution 12 - Re appantment of avditors

The Company is required to appout audilors at each general meeting at which accounts
are laid before shareholders, to hold office until the end of the next such meeting

KPMG Audit Plc has expressed its willingness to continue as auditors and resolution 12
proposes its re appointment as the Company's auditors

Resolution 1.3 - Remuneration of auditors
Thes resolution seeks authonty for the diectors 10 decxde the auditors’ remunerabion
Resolution 14 — Markel purchase of own shares by the Company

This resolution renews the previous authorty granted on 14th October 2010 which
expires on the date of the forthcoming AGM The resolution authonises the Company

to make market purchases of is own ordinary shares The authonty bimuts the number
of shares that coutd be purchased 10 2 maxmum of 7 278,854 {representing 10% of
the 1ssued share capital of the Company} and sets mimimum and maximum pices This
authonty witl expire at the conclusion of the Cempany's next AGM

The directors have no present inienbion of exercising the authonty to purchase the
Company’s ordinary shares but will keep the matter under review, taking into account
market condibons, the cash reserves of the Company, the Company's share price,
appropnate geanng levels, other investment opportunibies and the overall fmancial
position of the Company The authonty will be exercised only if to do so would be likely
1o promete the success of the Company for the benefit of vs shareholders as a whole

Any purchases of ordinary shares would most likely be by means of market purchases
through the London Stock Exchange The authonily wall only be valid until the conclusion
of the Company 5 next AGM or, 1f earler, 18 menths from the date of this resclution




AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Annual repon and the group and
paregnt company financial statements in accordance with applicable law
and regulations

Company law requires the directors to prepare group and parent comgany linancial
statements for each financial year Under that law they are required to prepare

the group financial statemenis in accordance with IFRSs as adopted by the EL

and applicable law and have elected to prepare the parent company financial
stalements in accordance with UK Accounbing Standards and apphicable law UK
Generally Acceptad Accounting Practice)

Under company law the directors must ngt approve the financral statements unless
they are satishied that they give a true and fair view of the state of affarrs of the
group and parent company and of their profit or foss for that penod In preparing
each of the group and parent company financial statements, the directors are
required 10

« select sutable accounting policies and then apply them consistently,
«» make judgements and esimates that are reasonablg and prudent,

« for the group financial siatements, state whether they have been prepared in
accordance with IFRSs as adopted Dy the EU,

« for the parent company financia! statements, state whether applicable UK
Accounting Stangards have been foltowed, subject to any matenal departures
disclosed and explained in the parent company financial statements, and

« prepare the financial statements on the going concern basis unless it 1s
inappropnate to presume that the group and the parent company will continue
In business

42 STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ANNUAL REPORT

The dieciors are responsible for keeping adeguate accounting records that are
sufficient to show and explain the parent company 5 transagtions and disclose witk
reasonable accuracy at any time the financial pesibien of the parent company and
enable them to ensure that its financaal statements comply with the Companies
Act 2006 They have general responsibility for taking such steps as are reasonably
open 10 them 1o safeguard the assets of the group and to prevent and detect iraug
and other wrequtantes

Under applicable law and regulaticns, the directors are also responstble for
prepanng a diectors' report, directors’ remungration report and directors’
corporate governance statement that comphes with that law and those regelations

The directors are responsble for the maintenance and integnty of the corporate
and financial informaton included on the Company’s website Legislation in the
UK governing the preparaiion and dissemmation of finangial statements may differ
from legislation in other junsdictons

RESPONSIBILITY STATEMENT OF THE DIRECTORS IN RESPECT OF THE ANNUAL REPORT

AND FINANCIAL STATEMENTS

We confwm that to the best of our knowledge

{8 the financial statements, prepared in accordance with the accounting
standards referred to in the Statement of directors’ responsibiliies, give a true
and fair view of the assets, labiliies, financiat posibon and prafit or loss of the
Company and the undertakings included In the consolidation taken as a whole,
and

the Business review includes a fair review of the development and
performance of the business and the posiien of the Company and the
undanakings incluged in the consolidation taken as a whole together with a
descrption of the pancipal nsks and uncertamties that they face

=4

On behalf of the Board

A C G Roberts FCA
Group Finance Disector
27th July 2011




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF RENISHAW PLC 43

We have augiied the inancial staiements of Remishaw pic for the year ended 30th
June 2011 sat out on pages 44 to 73 The financial reporting framework that has
been applied in the preparation of the group financial statements ts apphcable
law and International Financial Reporting Standards ("IFRSs") as adopled by ihe
EU The financial reporting framework that has been applied in the preparaion

of the parent company financial statements 1s applicable law and UK Accounting
Standards {UK Generally Accepted Acceunting Practice)

This report 1s made solely to the Company’s members, as a body, in accordance
with Chapter 3 of Part 16 of the Companigs 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 2udhtors' report and for no other purpose To
the fullast exient permitted by law we do not accept or assume responsibilty (o
anyona other than the Company and the Company's members, as a body, for our
audit work, for this report, of for the opnions we have lormed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

As explained more fully in the Statement of directers’ respensibilities in respect of
the Annual report and the financial stztements set out on page 42, the directors
are rasponsible for the preparation of the financial statements and for being
satisfied thal they give a trug ang fair vew Qur responsibiity 1S 10 audil, and
expFess an opimion on, the financial statements in accordance with apphcable law
and International Standards on Auditing (UK and Irgland) Those standards require
us to comply with the Auditing Practices Board's {"APB s") Ethical Standards

for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS
A description of the scope of an audit of financial statements 15 provided on the
APB's website at www frc org uk/apb/scope/UKP

OPINION ON FINANCIAL STATEMENTS
In our apiion

» the financial statements give a true and fair wiew of the state of the Group s and
of the parent company's affairs as &l 30th June 2011 and of the Group's profit
for the year then ended,

« the group financial statements have been properly prepared 10 accordance with
IFRSs as adopted by the EU,

« the parent company financial statements have been properly prepared in
accordance wilh 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 financral
stalements, Artccle 4 of the {AS Regulation

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006

In our opingn

» the part of the Directors' remuneration report to be audiled has been propery
prepared in accordance with the Companies Act 2006,

» the nformaten given in the Directors” report for the financial year for which the
financial statements are prepared 1S consistent with the financial statements,
and

* the informatien given In the Corporate Govemance Statement set out on pages
37 to 38 with respect to internal control and nsk management systems in
relation to financial reporting processes and about share capital structuses 1s
consistent with the hnancial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEFTION
We have nothing 1o report in respect of the following

Under the Compames Act 2006 we are required 1¢ report to you If, in our opnion

« adequate accouniing records have not been kept by the parent company, of
returns adequate for our audit have not been received from branches not visited
by us o

« he parent company financial statements and the part of the Directors’
temuneration report to be audited are not in agreement with the accgunting
records and returns, or

« gertain disclosures of drectors' remuneration specified by law are not made or

« we have not recewved all the information and explanations we require for aur
audit, or

» 3 corporate governance statement has not been prepared by the company

Under the Listing Rules we are required 1o review

= the directors’ statement, set out in the Direclors' corporate governance regort, In
relation 10 going concen,

« the part of the corporaie governance statement as contained in the Directors”
corporate governance repor relating to the company's comphiance with the mne
prowisions of the UK comorate Governance Code specified for our review, and

= certain elements of the report 1o sharehclders by the Beard on
directors’ remuneration

L pattl

A C Campbell Orde
{Senior Statutory Auditor

For and on behalf of

KPMG Audit Plc 100 Temple Street
Statutory Audior Bristol
Chartered Accountanis BS1 6AG

27th Juty 2011




44 CONSOLIDATED INCOME STATEMENT

for the year ended 30th June 2011

from continuing operations MNotes 20 2010
£'000 £'000
Revenue 2 288,750 181,607
Cost of sales {128,443} {93,832)
Gross profit 160,307 87,775
Distribution costs (52,088) {39,742
Administrative expenses including exceptional items (27,605) {21,606)
Cperating profit excluding exceptional item 78,946 28,095
Exceptional itemn. Reversal of imparment wiite down made n 2010 1" 1,668 (1,668}
Operating profit BO614 26 427
Financiat income 4 7.108 5,926
Financial expenses 4 (6,447 (5775
Share of profils of associates " 803 479
Profit before tax 5 82,078 27057
Income tax expense 6 (16,345} {5,745}
Profit for the year from continumng operations 65,733 21,312
Profit attnbutable to
Equity shareholders of the parent company 66,115 21,814
Non controlling interest 21 (382) (502}
Profit for the year from continuing operations 65,733 21312
pence pence
Dividend per share ansing in respect of the year 21 350 76
Dwidend per share pawd in the year 239 40
Earmings per share (basic and dituted) 8 903 293
for the year ended 30th June 2011 Notes 2011 2010
£'000 £'000
Profst for the year 65,733 21,012
Fosexgn exchange translation differences 339 2,201
Actuanal loss in the pension schemes 15 {1,577) (14 867}
Effective porton of changes in fair value of cash flow
nedges, net of recycling {note 21) {5,954) 7760
Comprehensive Income and expense of associates 164 (324
Deterred tax on ncome and expense recogmised in equity 1,652 1820
Expense recognised directly in equrty {5,376) 3.410)
Total comprehensive income and expense for the year 60,357 17,902
Attnbutable to
Equsty shareholders of the parent company 60,739 18,404
Non controlling interest 21 (382) (502)
Total comprehensive mcome and expense for the year 80,357 17,902




CONSOLIDATED BALANCE SHEET

45

at 30th June 2011

Notes 2011 2010

£'000 £'000

Assets
Propesty, plant and equipment 9 82,344 70,532
Inangibie assets 10 47,085 28,613
Invesiments i associates 1 7,437 5152
Deferred 1ax assels 13 23,150 20,056
Derwatives 14 684 4,002
Total non-current assets 161,310 128,355
Current assets
Inventories 16 49,809 30,884
Trace recenables 22 61,533 45,873
Current tax 2,13 1,848
Other recewvables 8,457 4,725
Dernatves 14 836 1,158
Cash and cash equwalents 17,22 34,551 31,143
Total current assets 157,370 115631
Current hiabirties
Trade payables 13,81 10440
Current lax 5,591 532
Provisions 18 770 539
Desvatives 14 4,789 3346
Other payables 19 22,126 15,027
Total current habdities 47,097 25,884
Net current assets 110,273 85 747
Non-current habilthes
Emgloyee benefits 15 37,664 37251
Deferred tax labilities 13 17,211 15433
Derwalives 14 2,496 1575
Other payzables 20 12,494 1,222
Tota! non-current liabilities 69,865 55,481
Tetal assets less total liatitities 210,718 158 621
Equity
Share capital 21 14,558 14 558
Share premium 42 42
Curtency translation reserve 21 4,362 4,023
Cash flow hedging reserve yal {4,115} 172
Retawned earnings 187,750 140 459
Other reserve 21 (389) (201}
Equity attributable to the owners of the Company 202,208 159,053
Non controlling interest 21 (490} 432)
Total equrty 201,718 158,621

A C G Roberts
Directors

f digectors on 27th July 2011 and were signed on «ts behalf by

These financial statemenis were approved by the Board o
Sir David McMuriry /

122
i




46 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 30th June 2011

Currency  Cash flow Non-
Share Share translation hedging Retained Other  controlling

capdal premum reserve reserve eamings reserve mterest Total
Year ended 30th June 2010 £'000 £000 £1000 £'000 £1000 £000 £000 £'000
Balance at 1st July 2009 14,558 42 1,822 (5415) 132 755 - 18 143,780
Profit/(loss) for the year - 21,814 - (502) 21,312
Dther comprehensive mcome and expense
Actuanial loss in the pension schemes - {10,874) (10 874)
Foreign exchange transtation differences 220 220
Changes i far value of cash flow hedges 5587 5,587
Relaling to associates (324) (324)
Total other comprehensive income 2201 5,587 (11,198} (3,410)
Total comprehensve mcome - 2,201 5,587 10616 - {502) 17,902
Acquisiion of non controling interest - (201) 52 (149)
Dwvidends paid 2912 (292)
Transactions with owners recorded directly n equity (2912 {201) 52 {3,061)
Balance at 30th June 2010 14,553 42 4,023 172 140,459 {201) 432 158 621
Year ended 30th June 2011
Profit/(lass) for the year 66,115 - (382) 65,733
Other comprehensive Income and expense
Actuarial Ioss in the pengion schemes (net of tax) (1,592) (1,592)
Foreign exchange translation differences 339 - 339
Changes in fair value of cash flow hedges {net of tax} {4287} - {4,287}
Relating to associates - 164 - 164
Total other comprehensive income 339 {4,287) {1428) - {6,376}
Total comprehensive income 339 {4,287) 64 687 {382) 60 357
Acquisibon of non controling Interest (188} 324 136
Dradends paid {17,396) {17 386)
Transactions with owners recorded directly in equity (17,396} (188) 324 {17,260)
Balance at 30th June 2011 14,558 42 4,382 {4,115} 187,750 (389) (490} 201,718

More getalls of share capiial end reserves are gven i note 21




CONSOLIDATED STATEMENT OF CASH FLOW

for the year ended 30th June 2011
Notes 20m 2010
£'000 £:000
Cash flows from operating actvrties
Profit {or the year 65,733 21,012
Adjustments tor
Amortisation of development costs 10 7,200 4,692
Amortisaion of other intangibles 101 3,885 1,871
Depreciation 9 7,575 7907
Profit on sale of property, plant and equipment (8) ()
Share of profits from associates 1 {803) (479)
Reversal of exceptional imparment wie down (1,668) 1,668
Financial income 4 (7,108) (5,926)
Finangial expenses 4 6,447 5,775
Tax expense 6 16,345 5,745
31,835 21,222
Increase in inventones (15,698) {1,728)
Increase in trade and other recervables (16,634) {21,252)
Increase in trade and other payables 5,705 10,711
Increase/{decrease) In provisions 18 2 {117}
Defined benefit pension contriutions 15 (667) -
(27,063) (12 386)
Income taxes paid (11,698) (5615)
Gash flows from operating activities 58,807 24533
Investing activities
Purchase of property, plant and equipment {16,491} (2 868)
Development costs capitalised i0 {10,123} {6 968}
Purchase of other intangibles (1,203} (184}
invesiment in subsidianes and associates (8.418) (149}
Sale of property, plant and equipment Il 190
Interest receved 4 372 255
Dividend recened from associate 1 84 80
Contrbulions (0 pension tund escrow account (net) 17 (10,818)
Cash flows from investing actviies (46,526) {9 644)
Financing activities
Interest pad 4 (208) (178)
Dridends paid 21 (17,396) 232
Cash flows from financing actrvriies {17,604} (3.090)
Net (decrease)/increase in cash and cash equivalents {5,323) 11799
Cash and cash equmvalenis at the beginning of the year 3,143 20,488
Etfect of exchange rate fluciuatons on cash held {2,087) {1,144)

Cash and cash equivalents at the end of the year 17 23,733 31,143




48 NOTES {lorming part of the financiat statements)

1 ACCOUNTING POLICIES
Basis of preparation
Rershaw pic (ihe “Company™) Is a company incorporated n the UK

The group firancial statements consohdate those of the Company 2nd iis
subsidianes ftogeiher referred 10 as the "Group™) and equity account the Group's
interest n associles

The group financial statements have been prepared and approved by the directors

in accordance wih Intemational Financial Reperting Standards as adopted by the EU
(*adopted IFRS") and those pasts of the Companies Act 2006 applcable to companies
reporting under IFRS The Company has elected to prepare Its parent company financial
statements in accordance with UK GAAP, these are presented on pages 66 to 73

The accounting palicies set out below have, unless otherwise stated, been apphed
consistently to alt penods presented i these group financiat statemenits

Judgements made by the directors, 1n the application of these accounting pelicies that
have a significant efiect on the imancial statements and estimates with a significant nsk
of matenal adjusiment in the next year aie noted below

Basis of accounting

The financial statements have been prepared under the histoncal cost comventan,
subject to items referred to in the dervatwve financial instruments note below The
accounting policies set out below have been consistently appked i prepanng both the
2010 and 2011 financial statements

Cntical accounting judgements

The preparation of financral statements in conformity with adopted IFRS requires
management 1o make judgements, estmates and assumptions that affect the
apphcation of palicies and reported amounts ¢f assets and habiities, income and
expenses The estimates and assogiated assumplons are based on histoncal expenence
and vanous other factors that are believed to be reasonable under the: circumstances,
the resuits of which form the basis of making the judgements about carrying valugs of
assets and habilites ihat are not readily apparent from other sources Aclual results may
differ from these estmates The eslimates ang undertying assumptions are reviewed on
an ongoing basis

The estimates and assumptions hat have a significant nsk of causing a matenial
adjustment to the carrying amount of assets and habiities in the next inancial year are
Iisted below

(i) impawment of goodwill

Determuning wheiher goodwill &s Imparred sequires an estimation of the value in use of
cash generaling unds (CGUS) to winch goochwil hias been allocated The value in use
calculation Invoives an estmation of the future cash flows of CGLs and alse the selection
of approprate discount rates, which involves judgement, to calculate present values {see
note 10)

(i) Defined benefit pension scheme hiabiibes

Determining the value of ihe future delined benefi cbligation requires judgement In
respect of the assumplions used to ca'culate present values These include fuiure
mortalty, discount rate, inflation and salary increases Management makes these
Judgements in consuitaton with an independent actuary Detals of the estimates and
Judgements in respect of the current year are gvenin note 15

{in) Amorusation of intangibles and impaiment

The penods of amorbsabon of nlangible assets require Judgements to be madg on
the estimated useful Ives of the intangible assets o determine an appropriate rate of
amortsation Future assessments of imparment may lead to the writing off of certain
amounts of ntangible assets and the consequent charge in the Consolidated income
statement for the accelerated amorlisation

{v) Capitahsation of development cosis

Product development custs are capitalised once a project has reached & certan

stage of development and these costs are subsequently amorlised aver a five year
penod Jutigements are required to assess whether the new product development has
reached the appropnate poini for capstatisation of costs to begin Shoukd a product be
subsequently obsoleted, the accumulated captahsed development costs would need io
be immediatety wniten off in the Consolidated income stalement

New, revised or changes 1o existing accounting standards

The following accounting standards and interpretations, ssued by the IASB and
endorsed by the BU or Internabonal Financsal Reporing Interpretaiions Commutiee
{IFRIC), are effectve for the first tme in the current financial year and have been adopted
by the Group with no significant impact en its consolidated resulis o financial position

IFRS 3 ‘Business Combinations  Transibional requirements for contingent consideration
from a business cembinaton that oczurred before the effectve date of the rewsed

IFRS  [FRS 3 1 amended to state that contingenl consideraton ansing Irom a business
oombmatign that had been accounted for in accordance with IFRS 3 (2004) that has not

been settled or otherwise resolved at the effectve date of IFRS 3 (2008) continues to be
accounted for in accordance with IFRS 3 (2004)

IFRS 3 'Business combinations - measurement of non controling interests’  IFRS 3

15 amended to lmit {he accounting policy Choice te measure nan conbroling interests
{"NCI" upon wubial recogrition either at faw value or at the NCI's proporbonate share of
the acquiree's entfiable net assets to instruments that give nse io a present ownership
interest and entitle the holder to a share of net assels i the event of hguidation

IAS 38 ‘Intangible assets  Measunng the fair value of an intangible asset acquired In
a business combination’  Amendments ¢lanfy the description of valuation techniques
commonty used {6 measure far value of inlangible assets acquired in a busness
combination for which no actve market exsts

Consolidation

Subsidiaries are entiies controlled by the Group Control exists when the Group has the
power, cirectly of indirectly, 1o govern the financial and operating polices of an entity

50 as to obiain benefits from its actvibies The financial statements of subsdianes are
inciuded in the consolidated financial statements rom the date that controf commences
unit the date that contrgl ceases

Associates are those entibies i which the Group has sgnificant influence, but not
contrel, over the finangial and operating polcies The consolidated hinancil statements
include the Group's share of the total recognised income and expense of associates on
an equity accounted basis, from the date that significant influence commences until the
date that significant influence ceases

Revenue

Revenue from the sale of gocds 1s recognised in the Consolidated income statement
when the significant nsks and rewards of ownership have been transferred to the buyer,
which 1s the ame of despatch Where certain products require instaliabon, part of ihe
revenue may be deferred unul the instaliaton s complete

No revenue 15 recognised if there are sigmificant uncertainties regarding recovery of the
consideration due, or the possible return of goods

Foreign currencies

Foreign subsidianes’ results are translated into Sierling al weighled average exchange
rates for ihe year, which 15 effected by translaiing each foreign subsihiary’s monthly
results at exchange rates applicatle to each of the respectve months Assets and
liabities denominated in foreign currencies at the balance sheet dale are translated

into Sterting at the foreign exchange rate ruling al that date Differences en exchange
resulting froms the transiabon of gverseas assets and liabilites are recogrised directly

in equily

Gains and losses ansing on currenCy berrawings used to hedge the foreign currency
exposure on the nel assets of the foreign operations, are accounted for directly n equity,
to the extent that hedge accounting crienia are met and are included 1n the Consolidated
statement of comprehensive income and expanse

See the note on dervative financial Instiurents below, for the accounting policies for
forward exchange comracts and cumency bormowings

Derivatve financial instruments

The Group uses forward exchange Gontracls to hedge 1ls exposure 10 foreign exchange
nsk ansing from operational and financing attmbies In accordance with 1s treasury
poicy, the Group does not hokd or 1ssue dervative financial sstruments for frading
purposes However, forward contracts that oo not qualfy for hedge accounting would be
accounted for as trading instruments

Hedge of net investment in foreign operation

The portion of the gain or loss on an instrument used to hedge a net uwvestmentin a
foreign operation that 15 determined to be an effectve hedge 1S recogrused directly in
eguity Any inetfectve porbon s recogrised mmediately in the Consolidated ncome:

statement The effectiveness of the hedging s tested manthly

Inventory and work in progress

Imventory and work in progress 15 valued at the lower of cost and net reahsable value In
respect of wakk in progress and finshed goods, cost includes all production overheads
and the atinbeable proporson of indirect everhead expenses which are requred 1o
bnng iventones {0 thesr present location and condiion Overheads are absorbed into
iventones on the basis of normal capacity




1 ACCOUNTING POLICIES CONTINUED

Cash flow hedges

Forward exchange contracts are recognised iniialty at cost and then subsequently
remeasured at far valug Where a forward contract 1s designated as a hedge of the
vaniahilty n future cash inflows, the effectve part of any gain or loss on the forward
contract 1S recognised directly in equity Any effective cumulative gain or loss & temoved
irom equity and recognised in the Consoldated income statement at the same ime

as the hedged transaction The ineffective part of any gain of kss 15 recognised in the
Consolidated income statement Immedialely

 the hedged transaction 15 ne longer expected to take place, the cumulatve unrealsed
gan o loss held in eguity 15 recogmsed «n the Consolidated income statement
wmimediately The efleciveness of cash flow hedges is tesled on a monthly basis by
companing the cash inflows with the hedgng amounts

Goodwill and other intangible assets
Business combinations are accounted for using the acquisiion methed as at the
acquisition date, which is the data on which gontrol 1s fransferred to the Group

Costs related to the acquisiion, other than thase associated with the 1ssue of debt or
equity secunties are expensed as incurred

Goodwill ansing on acquisition represents the diference between the cost of the
acqusibon and the fair value of the net dentifiable assets acquired, net of deferred tax
Identiiable mtanginles are those which can be sold separately or which anse from legal
nights regardiess of whether those nghts are separable

Goodwill 1s stated at cost less any accumulated imparment losses It 1s not amortised
but 15 tested annually for imparment or earler if there are any indicabions of imparment
The annual impairment review iInvolvess companny the carmpng amount to the estimated
recoverable amount and recognising an impaiment loss If the recaverable amount 15
lewer Imparment sses are rzcogrised through the Consolidated income statement

Intangibte assets such as customer lists, patents trade marks, know how and intellectual
property that are acquired by the Group are stated at cost less amortisation and
imparment losses Amoruisation 15 charged to e Consoldated income statement on a
straight line basis over the estmaled useful ves of the inlangible assets The estimated
useful ives of the intangble assets included m the Consolidated balance sheet reflect the
beneft derved by the Group and vary from 5to 10 years

Intangible assets - research and development costs

Expenditure on research actvities 1s recogrised i the Consoldated income statement
3s an expense as incurred Expenditure on development actvites 1s capitahised if the
product or progess s techrcally and commercially feasible and the Cornpany ntends
and has the technical abikty and sufficient resources 1o complate development, future
economic benefits are probable and the Company can measure rehably the expendiure
attrbutable 1o 1he intangible asset dunng its development Development actmities
ynvolve a plan or design for the production of new or substantially iImpraves products or
processes The expenditure capitahsed includes the cost of malenals, direct labour and
an appropriale proporton of overheads Other development expendiiure 15 recogrused in
the Consclidated income Statement as an expense as sncurred Capitalised development
expenditure 1S siated at cost less accumulated amortisation and less accumulated
imparment losses

Intangible assets - software licences

Intangible asse!s compnsing software heences, that are acqured by the Group, are
stated at cost bess accumulaied amordisation and impairment losses Amorisation 1s
charged on a straight ine basis over the estmated usefu! ife of the assets The useful
Iife of each of these assets 15 assessed on anindvidual basis anc they range from 2 10
10 years

Property, plant and equipment

Freehold fand 1s not depreciated Other assets are stated at cost less accumulated
depreciabion Depreciabion 15 provided to write off the cost of assels less thew gsimated
reswdual value on a straight ine basis over their estmated useful economic Ives

as follows

Freehold buldings 50 years
Plant and equipment 31010 years
Vehicles Jiodyears

Warranty provisions

The Group prowdes a warranty from ihe date of purchase on all ts products This 15
typicalty for a twelve month period, atthough up to thiee years s gven for a small
number of products A waranty provision IS included in the financil statements, which is
calcutated on the basts of hustoncal returns and nternal qualty reports

Employee benefits

The Group operates contnbutory pension schemes, which, for UK and Insh empioyees,
were of the defined benefit type up to Sth Agnt 2007 and 315t December 2007
respeciwvely, al which bme they ceased any future accrual for exising members and
wera closed 10 new members

49

The schemes are adminisiered by trustees who are independent of the group finances
Pension scheme assets of the defined benedit schemes are measused using market
value Pension scheme hiabilites are measured using 8 projected umit method and
drscounted at the current rate of return on a fgh quabity corperate bond of equivatent
term and currency to the habilty The expected retum on Ihe schemes' assets and the
interest on the schemes’ [rabilbes ansing from the passage of ime are included in
financral mcome and financial expenses respectvely The Group recognises actuanial
gans and losses in full in the Consobdated statement of comprehensive ncome and
expensg The pension schemes’ surpluses, to the extent that they are conswiered
recoverable, or deficits are recogmised in futl and presented on the face of the
Consolidated balance sheet under Emptoyee benefits Where a guaranteg 1S in place in
relabion to a pension scheme deficn, hatilives are reported in accordance with IFRIC 14

Foreign based employees are covered by state, defined benefit and prvate pension
schemes In thewr countries of residence Aciuanal vafuations of foreign pension schemes
were not obtained, apart from Ireland, because of the smaller number of

foreign employees

For defined contnbution schemes, the amount charged ta the Consolidated income
statement sepresents the contnbutions payabie to the schemes in respect of the
aocounting penod

Accruals are made for holiday pay, brased on a calculation of the number of days holiday
earngd dunng the year bul not yet taken

Cash and cash equivalents

Cash and cash equvalents compnse cash balances ang short term (with an onginal
maturity of less than three months) deposis Bank overdrafts that are repayable on
demand form part of cash and cash equvalents for the purpose of the Consolidated
statement of cash flow

Dividends

Dividends unpaid at the balance sheet date are only recogrised &s a liablity al that date
{o the extent thal they are appropriately declared and authonsed and no longer at the
dscraton of the Company Unpaid dvidends that do not meet this cntena are disclosed
in the Directors' report

Taxation

Tax on the profit for the year compnses current and deferred tax Tax 1s recognised in the
Consolidated income statemant except 1o the extent that it relates o items recegnised
directly n equity, in wiich case 1 s recogrised in the Consolidated statement of
comprehensive ncorme and expense

Current tax 1S the expected tax payable on the taxable income for the year, using tax
rates enacted or substantvely enacled at the balance sheel date, and any adustment to
tax payable in previcus years

Deferred tax 15 provided on temporary differences between the carrying amounts

of assets and liabiliies for financial reporting purposes and the amounts used for
taxation purposes The foliowing temporary differences are not provided for the iwlial
recogaiton of gooowal, the el recogrition of assets or habilites that affect nedher
accounting nor iaxabie prafit other than In a business combination and difierences
relating to investments 1n subskiianes Lo the extent that they will probably not reverse in
the foreseeable future: The amount of deferred tax provided 1s based on the expected
manner of realsation or setllement of the carming amount of assets and liabilites, using
tax rates enacted or substantvely enacied al e balance sheet date A deferred tax
assel is recognised only to the extent that it is probable that future taxable profits wil be
available aganst which the asset can be ubbsed

Exceptional items

Exceptonal tems are items which due to ther size scidence and non recurnng naiure
have been classified separately in order to draw them to the attention of the reader of
the accounts and, in management s judgement, to show more accurately the undertying
results of the Group Such tems are includad within the Consolidated income
statement captian to which they redate and are disclosed separatefy on the face of the
Consohdated income statement

Going concern

The Group's business actvities logether wilh the faclors likely Lo affect is future
development, performance and posiion are set out in the Business review, where

also gven are delads of the fnancial and hquidity posibons In addison, note 22 n the
financia) statements includes the Group's olgectives and policies for managing its capital,
details of its inancial nstruments and hedging actmities and its exposures to credit nsk
and kquidity nsk

The Group has conskderable {inancial resources at is disposal and the drectors have
considered the current financial projections As a conseguence, e direcions bebeve that
the Group 15 welt placed 1o manage its business nsks successiully

After making enqurries, the direciors have a reasonable expectaben that the Company
and the: Group have adequats resources lo continue In operational existence for 1he
foreseeable fulure Accordingly, they continue to adopt the going conce:m basis in
prepannyg the Annual report and accounts
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2 SEGMENTAL ANALYSIS

Renishaw manages Its bperations in two sagments comprising metralogy and healthcare products The results of these segments are regularty reviewed by the Board to allocate
1esources o segments and to assess thew performance The Group evaluzies performance of the segments on the bas:s of revenue and profits The revenue, deprecialion and

amoriisation, and operating profit for each reportable segment was

Year ended 30th June 2011 Metrology Healthcare Total

£'000 £'000 £'000
Revenue 267,022 2,728 288,750
Deprectation and amorisation 14,453 3,293 17,746
Dperating profitifloss) before exceptional tem 87,398 {8,452} 78,946
Exceptiona) item  Reversal of 2010 imparment write ¢own 1,668 - 1,668
Share of profits from associates 803 - 803
Net financial income 661
Profit before tax 82,078
Year ended 30th June 2010 Metrology Healthcare Total

£'000 £ 000 £'000
Revenue 162,118 19,489 181,607
Depreciation and amorlisalion 12,725 1,745 14,470
Operating prohit/foss) before exceptional item 31537 (3,442) 28,095
Exceptional item  Impairment write down (1 668) (1 668)
Share of profits from associates 479 479
Net hinancial mcome 151
Profit before tax 27,057

There 18 no allocation of assets and kabiiies to operating segments Depreciation 1s included within certam other overhead expenditure which 15 aflocated to segments on the bass

of ihe level of actvity

The analysis of revenue by geographical market was

201 2010

£000 £'000
Far East 114,553 71,091
Continental Europe 85,751 52147
North & South Amenca 65,113 41,455
Urited Kingdom 14,761 10,650
Other regions 8,572 6,304
Total group revenue 288,750 181,607

Reverue in the above table has been allocated to regions based on the geographica) location of the customer Individual countries which compiised more than 10% of group

revenue were
2am 20010
£'000 £'000
China 54,204 34,211
USA 52,796 35 381
Germany 38,612 23,042
Japan 36,139 18 552

There was no revenue from transactions with a single external customer amounting to 10% or more of the Group's total revenue




2 SEGMENTAL ANALYSIS CONTINUED

The following table shows the analysis of non current assets by geographical region

20m 2010
£'000 £'000
United Kingdom 83,755 71,660
Qverseas 43,805 36,639
Total non gurrent assets 137,560 108,299
No overseas country had non current assels amounting to 10% or more of the Groug s total non current assets
3 PERSONNEL EXPENSES
201 2010
The aggregate payroll costs for the year were £2000 £000
Wages and salaries 88,442 65,159
Compulsory social secunty contributions 10,369 g a02
Contributions to defined contribution ptans 7,703 4983
Total payroll costs 106,514 78,544
The average number of persons employed by the Group duning the year was
2011 2010
Number Number
Continantal Europe* 229 203
Far East 162 138
Americas 144 109
UK {including Ireland) 1,650 1311
Qther regions 200 140
Average number of employees 2,385 1,901
4 FINANCIAL INCOME AND EXPENSES
2011 2010
Financial income £'000 £000
Expecled return on assets In the pension schemes (note 15) 6,736 5,671
Bank interest recenvable arn2 253
Total financial ncome 7,108 5,926
20m 2010
Fmancial expenses £'000 £'000
Interest on pens:on schemes’ labiities (note 15) 6,239 5597
Bank nterest payable 208 178
Total financial expenses 6,447 5775
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5 PROFIT BEFORE TAX

2011 2010

Included in the profit before tax are the following costs/(income) Notes £000 £'000
Depreciation of property, plant and equipment {a) 1,575 7907
Amortisation of intangibles {a) 11,055 6,563
Research and development expenditure ) 29,392 22,787
Prohit on sale of property plant and equipment © {8} {30

Auditoes

Fees payable to the Company’s audior for audit of the Company's annual accounts (c} 77 75
Audit of subsiciary undertakings pursuant o legislation © 180 159
Tax services () 3 240
Fees in respect of pension schemes  audit (c} 16 9
advisory ) n Kl

Other services (] 18 i

These costs/{income) can be found under the following headmgs in the Consclidated income statement (a) within cost of sales, distnbubon costs and adrvmistratve expenses, )

within cost of sales, and (¢) within administrative expenses

6 INCOME TAX EXPENSE 20m 2010

£°000 £000
Current tax
UK corporation tax on profits for the year 9,223 14
Qverseas tax on prohits for the year 7,460 3187
Adjustments for prior years 74 1,800
Tota! current tax 16,609 5 001
Deferred tax
Ongination and reversal of other tlemporary differences 447 744
Effect on deferred tax for change in UK tax rate from 28% to 26% 11}

{264) 744

Tax charge on profit 16,345 5745
Effective tax rate (based on profit before tax) 20% 21%

The tax for the year 13 lower (2010 lower) than the weighted average of the UK standard rate of corporation tax of 27 5% (2010 28%) The ditferences are expla:ned as follows

2m 2010
£'000 £'000

Profit before tax 82,078 27,057
Tax at 27 5% (2010 28%) 25N 7,576
Effects of
Different tax rates applicable in overseas subsidiaries {4,126) (3437
Research and develgpment $ax credit (1,461) {1376)
Adjustments (or prior years {14) 1 800
Expenses not geductible for tax purposes 142 231
Companies with unrelieved tax iosses 406 495
Exceptional tem with no tax effect (459) 467
Effect on deferred tax for change n UX tax rate from 28% 10 26% @)
Other differences 57 (1
Tax charge on profi 16,345 5745

The UK coeporation tax rate 1s proposed 10 reduce to 23% with a phased reduction until Apnl 2014 As a resu't of the reduction in the corporation tax rate by 1% to 25%, which 1s
expected to take effect from 15t Apnl 2013, the group lax charge 15 estimated o reduce next year by approximately £500,000 Simular reduchons in the group tax sate are expecled to

be made in the following two years if the corporabon tax rate reductions are enacled as proposed




7 DIRECTORS' REMUNERATION

2011 2010
The tota! remuneration of the directors was E'000 £'000
Salary and fees 1,937 1793
Bonus 1,823
Benefits 83 99
Pension contnbutions 154 125
otal remuneration of the direclors 3,997 2017
2m 2010
Salary Pension Salary Pension
& fees Bonus Benefits contnbutions* Total ang fees Benelits coninbutions* Total
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Chatrman
Sir Dawvid McMurtry 532 532 2 - 1,066 470 2 472
Other execulrve giIrectors
D J Deer 322 322 32 - 676 307 32 339
B R Taylor 369 369 17 55 810 352 25 53 430
A C G Roberts 300 300 17 a7 664 212 25 38 335
G McFarland 300 300 15 52 667 272 15 34 2
Non exaculve
J P McGeehan 9 - - - 9 30 30
T D Snowden 35 - - - 35 30 30
TE Garthwale 35 - - - 35 30 30
W H Whiteley 5 - - - 35 30 30
1,937 1,823 83 154 3,997 1,793 99 125 2017

* As noted m the Diweclors remuneration report certain drectors are entiifed to a contnibution of 15% of salary for retwement provision This can either be taken as a contribution 1o

a pension scheme or as cash

Benefits include company cars (or cash alternative) prvate telephone and private heaith insurance There were ne dieclors' share oplions puistanding at any tme durng the year

of the previgus yeas

for the pension contribubons above not taken 25 cash Lhe contributions have been paid by the Company to the personal pension plans of the drectors for the relevant periods,
excent for G McFarland, where the amounts pa:d are those to the Company's defined contnbution scheme, n which he participates The vatues required to be reported in respect of
the gefined tenalit scheme for G McFarland were

Year ended 30th June 2011
AB* at 30th Ingrease m AB Increase n AB Transfer value of Transfer value of Transfer vatue of Change in transfer
June 20M excluding mflation nctuding mfiation (A} less dwector's AB at 30th AB at 30th value tess duoctor’s
(A contribution June 2010 June 2011 contribution
fpa £ £pa £ £ £ 3
25,617 . 768 - 380,489 331,450 {£49,039)
Year ended 30th June 2010
AB" at 30th Increase in AB Increase in AB Transfer value of Transfer value of Transfer value of Increase in transfer
June 2010 excluding nflation inchuding inflation {A) less dweclor's AB at 30th AB at 30th value less director's
A contabutien June 2009 June 2000 contnbution
Epa £ £ £ £ £ £
24 849 300 113 380 489 80 376

* AB = Accrued benehts
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8 EARNINGS PER SHARE

Basic and diluted earmings per share are calcutated on earnings of £65,7.33 000 (2010 £21,312 000) an on 72,788 543 shares bemg the number of shares in 1ssue during
both years There 1s no diiference between the weighted average earmings per share and the basic ang diluled earnings per share Adjusted earmings per share higures exchude the

exceplional tems

9 PROPERTY, PLANT AND EQUIPMENT

Year ended 30th June 2011 Freehold Assets in the

land and Plant and Mator course of

buildings equipment vehicles construction Total

£'000 £'000 £'000 £'000 £'000

Cost
At 1st July 2010 67,989 77,407 5,059 449 150,904
Additions 2,963 5,092 1,540 6,806 16,491
Acquired through business combinations 967 582 92 - 1,641
Transfers 1,529 978 - (2,507) -
Disposals - (1,128) (401) - {1,529)
Currency adjustrent 1,492 1,134 rii] - 2,852
At 30th June 2011 74,940 84,065 6,516 4,838 170,359
Depreciation
At 1st July 2010 15,291 61,460 3,621 - 80,372
Charge tor the year 1,683 5134 758 - 7,575
Released on disposals - (1,070} (395) - {1,466)
Currency adjusiment 762 619 153 - 1,534
At 20th June 2011 11,736 66,143 4,136 - 88,015
Net book value
Al 30th June 2011 57,204 17,922 2,380 4,838 82,344
At 30th June 2010 52,698 15,947 1438 449 70,532

AL 30th June 2011, propertis with a net book value of £22 718 000 (2010 £23,393 000} were subject to a registered charge 10 secure the UK detined benefil pension

scheme habilities

Addlons 1o assels in the course of censtructon of £6,896,000 (2010 £429 00¢) comprise £2,420 000 (2010 £95,000) for freehold lane ant budings and £4 476,000 (2030

£334,000) for plant and equipment

Year ended 30th June 2010 Freehold Assets in the

tand and Plant and Motor course of

buildings equipment vehicies construction Total

£000 £:000 £°000 £'000 £000

Cost
Al 1st July 2009 65,066 76133 5129 480 146,808
Additions 512 1,431 496 429 2,668
Transfers 460 (460)
Disposals 882) 729 (1,611)
Cumency adustment 241 265 163 2839
AL 30th June 2010 67,9689 77407 5059 449 150904
Depreciation
At 15t July 2009 13 541 56 226 3,458 73225
Charge for the year 147 5,766 124 7,907
Released on disposals - (803) {647) {1,452)
Currency adjustment 333 273 86 692
A1 30th June 2010 15,291 61 460 3621 80,372
Net book value
At 30t June 2010 52,698 15,947 1418 449 70,932
At 30th June 2009 51,525 19,907 1671 480 73583




10 INTANGIBLE ASSETS Internally Software licences
Other generated

Year ended 30th June 2011 Goodwill on mtangible development In the course

consohidation assets costs Inuse  of acquisition Totat

£'000 £'000 £'000 £'000 £'000 £'000

Cost
At 1st July 2010 5,569 5,466 35,941 1,2n 17 58,364
Addibons - - 10,123 1,046 157 11,326
Additions through acguisiuons 5018 4,753 - 5,995 - 16,666
Transfers - - - 187 (187 -
Currency adustment 1,207 - - 17 - 1,224
At 30th June 2011 12,694 10,219 46,064 18,516 87 87,580
Amortisation
At 1st July 2010 - 1,803 20,521 7427 . 29,751
Charge for the year - 2,346 7,200 1,169 - 10,715
Currency adjustment - - - 19 - 19
At 30th June 2011 - 4,149 271721 8,615 - 40,485
Net book value
At 30th June 2011 12,694 6,070 18,343 9,801 87 47,095
A1.20th June 2010 5,569 3,663 15420 3,044 137 28613

Goodwdl acquired has arisen on the acquisition of a number of businesses and has an indeterminable useful lfe Therefore 1L1s not amortised but 15 tested for imparment annually
and at any point during the year when an indicaior of impairment exists Goodwil 15 allocated 10 the Group's cash generating units (CGUs), which are currently the statutory entibes
acqured This 1s the lowest level in the Group at which goodwill 18 monitored for iImpairment and 15 at a lower level than the Group 5 operating segments

2011 2010
The analysis of acquired gooctwill on consohidation 1S £'000 £'000
Acquisiion of 1tp GmbH 3,120 2,372
Acquisiion of Remishaw Diagnostics Limited (84 8%) 1,784 1,784
Acquisition of Remishaw Mayfield S A (75%;) 1,674 1,215
Acquision of PulseTeq Limited (2010 75%) 198 198
Acquisihon of Measurement Dewices Limsted 5713
Acquisition of MTT Investments Limited 205
Total acquired goodwill 12,694 5569

The racoverable amounts of acquired geodwill are based on vatue n use calculations These calculations use cash flow projections with assumplions as follows
itp GmbH {part of the melrology reportable segment)  actual operating resulls and an average growth rale of 5% for 5 years with a nil growlh rate te perpetuity {2010 same basis)
Rentshaw Diagnostics Limited PulseTeq Limited, Rereshaw Mayfiekd S A {all in the healthcare reportable segment), Measurement Devices Limited and MTT nvestmenis Limiled
{poth n he metrology reportable segmeny) 5 year business plans with @ ml growth rate te perpetutty (2010 same basis for those applicable)
A pre tax discount rate of 12% has been used in discounting the projected cash ftows of itp GmbH (2010 12%), Measurement Devices Limited and MTT Investmenis Limited

A pre tax discourd rale of 15% has been used for Renishaw Diagnostics Limitad {2010 15%) PulseTeq Limuted (2010 15%) and Renishaw Mayfield S A (2010 15%) These have
been set on the basts of these being appropnate rates for a market paricipant On this basts, no Impairment write downs are required There s significant headroom in all the above
and for an impairment to anse, there would need (o be a signihicant matenal detenioration m business, this s considered to be remate An increase 10 5% i the discount rate would

not resull n an impairment

Internally Software icences
Other generaled

Year ended 30th June 2010 Goodwill on intangibie tdevelopment In the course

consohdation assets costs nuse of acquisition Total

£'000 £'000 £'000 £ 000 £°000 £'000

Cost
At 15t July 2009 5,569 5416 28,973 11252 51210
Additigns 50 6,968 19 n7 7154
At 30th June 2010 5,569 5,466 35 941 1271 117 58,364
Amortisation
At 1st July 2009 1190 15,829 6,548 23,527
Charge for the year 653 4,692 879 6,224
A1 30th June 2010 1803 20521 7427 - 29,751
Net book valus
Al 30th June 2010 5 569 3663 15,420 3844 17 28613
At 30th June 2009 5,569 4,266 13,144 4704 27,683
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11 INVESTMENTS IN ASSOCIATES

The Group has the following itvestments in associates (all vestments being in the ordinary share capital of the assocrate), whose accouniting years end on 30th June unless
otherwrse stated

Ownership Ownership

Country of am 2010

Incorporation % %

RLS merilna tehnka do 0 Slovenia 50 50
Matrology Sofiware Products Limited Engtand & Wales 50 50
Delcam plc (315t December} England & Wales 20 20

Delcam plc 1s isted on AIM at the Landon Slock Exchange Its share price on 30k June 2011 was £4 55 (2010 £2 40) The Company holds 1,543,032 shares (2010 1,524,052)
Equity accounting has been apphed in the Group's results based on the company's management accounts 1o 30th June 2011

Mavements during the year were 201 2040
£'000 £'000
Balance at the beginming of the year 5,152 7,085
Investinents made duning the year 74
Dwidends recenved (84) 80)
Share of profits of associates 803 479
Amortisation of intangibles (340) (340}
Other comprenensive Income and expense 164 (324}
Reversal of impairment/impairment) of nvestment in Delcam plc 1,668 (1,668)
Balance at the end of the year 71437 5152

Al the year enc, the Board decided to reverse the impairment write down accounted for as an exceptional tem in the Consolktated income stalement last year This was after
a review of the performance and prospects of Delcam pic and the ncrease in it share price since 30th Jung 2010 The reversal of the impairment write down 15 Shown &s an
exceptional item in this year's Consoldated ncome statement

2011 2010
Summansed aggregated financial nformation for associates £'000 £'000
Reverue 10,232 B185
Share of profits for the year 803 479
Assels 10,015 7.344
Liabiities 5,049 3432

12 ACQUISITIONS

Measurement Devices Limsted

0n 23rd July 2010 the Group acouired a 29% sharehotding n Measurement Devices Limited ("MDL”} for the sum of £2 3m tn December 2010, the Group acquired a further 10%
of the share capital for an amount of £0 8m and in January 2011 the shareholding was increased by another 10%, at a cost of £0 Bm resuling in & total shareholding at 30th
June 2011 of 49% In respect of part of the shareholding acquired there may be an addibonal payment based on the earnings of MDL in the financial year ended 315t December
2011 The sharehotders' agreement piovides Renishaw with the opton 10 purchase the remaning 51% shareholting  thee tranchies of 17% each in May 2012, May 2013 and
May 2014 The price per share to bie paid 1 calculated as 7 imes earmings before nterest and sax, with a minsmum price per share of £2 and a MaxImum price per share of
€894 An gstimate of the culstanding purchase price, based on MDL's 3 year forecast, 1s prowided for within the financial statements The existing sharehalders holding the 51%
shareholcing have a put option to require Renishaw to purchase the remaining shares in {he same opLion exercise penods for the same tranches of shares There have been no
changes 1o fair values of any previous holding on step acquisiion, which has been 2fl within one year

Provisional
The fair values of assets acquired were Book value Adustrments fair value
£'000 £'000 £'000
Tangible fixed assets 407 - 407
Intangible fixed assets 3647 3847
Inventories 2,317 2,377
Dettors and prepayments 118 1,018
Cash 2335 2335
Creditors {2,002) (2,003
Faur value of assets acquired 4134 3647 7781
Goodwall on consehdation 5713
Totai consideration 13,494

O the total consideration, £3 879 000 was paid i cash and £9,615,000 has been accounted for as deferred conlingent consideralion ard 1s shown within other payables
(£1,303 000 wittun one year and £8,312,000 beyond one year)

The farr vaiue adjustment s 1n respect of the valuation of acquired iniangible assets, which comprise patents, technical know how, drawngs, licences, order book and customer
relationships Gootwill exists due to the poiential future opportunibies from combining this business wilh he Group's exsting range of laser based products The Group's nvestment
1n MDL will enable MDL to expand further on & giobal basis and benefil from Remishaw's technology engineenng and manufactuning experiise and worldwde diSinbuion network.




12 ACQUISITIONS CONTINUED
Remshaw Advanced Matenals Limrted
On 3rd September 2010 the Group acquired & 55% sharehoiding 1n Diameter Limited for the sum of £0 3m This company has since baen renamed Renishaw Advanced Materials

Liruted ("RAM™) The trading reltionship between the Group and this company priar ta acquisibon was nol matenal The non contrelling interest has been accounted for on a far
value al acquisition basis

The farr values of assets acquired were Provisional
Book value Adjustments fair valug

£'000 £°000 £'000

Cash 300 200
Other net current assets (49) (49)
intangible fixed assets 333 335
Farr value of assets acquired 251 335 586
Non controlling interest (264)
Consideration pawd in cash 322

The larr value adjustment 1s in respect of the valuation of acquired intangible assets which comprise patents and techical know how
MTT Investments Limited

On 8th Apnl 2011, the Group acquired a 100% shareholding in MTT Investments Limited ¢ MTT 9 for the sum of £3 8m

The fair valugs of assats acquired were

Provisienal

Book value Adjustments far value

£'000 £ 000 £'000

Tangible fixed assets 1129 105 1,234
Intangible fixed assets 7 m
Inventories B850 850
Debtors and prepayments 1,983 1,583
Cash 206 205

Creditors {1,048 {1,048)
Farr value of assets acquired 2n9 B76 3,685
Goodwil on consolidation 205
Conswderation paw in cash 3800

The farr value adjustment 1s In respect of the valuation of acquired ntang ble assets, which compnse customer relationships, patents, technical know how, drawings, and acquired
order book Goodwill has ansen on this acquisition as a result of the value atinbuted to staff expertise and the assembled workforce which did not meet the recognition critena for
an miangible asset

fRemishaw Software Limited

{n 161h June 2011, the Group acqured a 100% sharehokling 1n Aberhnk Limited, whose sole assets compnsed certain calibrayon technology software together with
drawings, oesigns and intellectual property relating to optical technology The company has been renamed Fenishaw Software Limied The purchase prce was £6 Om of
which £3 Om was paid 1n ¢ash and £3 0m 1s payable in June 2013 The whole value refated to intangible assets

Acquisitions costs were MDL £147,000, RAM £1 000, MTT £19,000 ang Remishaw Software Limited £54,000

MDL's RAM s and MTT's notional contribution to the consolidated profit belore 1ax and their histoncal trading results for their previous full year were

Measurement Devices Limited Renishaw Acvanced Matenals Limited MTT Investments Limited
Year to 30th Year to 31st Year to 30th Year to 3ist Year to 30th Year 10 3181
June 2011 December 2010 Jung 2011 January 2011 June 2011 December 2010
£'000 £'000 £'000 £'000 £'000 £'000
Revenue 8,328 6,997 15 59 3,400 5100
Expenses (8,688) (7 349) (75} {30) (3,550 {4910}
Profit/loss) before tax {363) (352 {60) @A {150) 190

Non controlling interest - 2 14 -

Group share of profit/foss) before tax (363) {352) (33) (‘N (150} 190

1tis not practicable to provide histoncal figures for Remishiaw Software Limited as the business of this company was previously amalgamated within other businesses of the seller
Trading from 16th June 2011 {the date of acqusitian) to 30th June 2071 was not material

Year ended 30th June 2010
There were ne acquisitions in ihe year ended 30ih June 2010
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13 DEFERRED TAX ASSETS AND LIABILITIES

Balances at the end of the year were

2m 2010
Assets Liabilities Net Assets Liabilties Net
£000 £'000 £'000 £°000 £ 000 £'000
Property plant and equipment - {4,628) {4,628} (3,760) (3,760)
Intangible assets - {5,329) {5,329} B60 (4 879) 4,019)
Intragroup trading (inventory) 8,690 - 8,690 5 309 5309
Pension schemes 9,393 - 9,393 9694 9,604
Gther 5,667 (7,254) (1,587 4,193 {6 794) (2601)
Balance at the end of the year 23,750 {17,211) 6,538 20,056 {15 433 4623
201 200
The movements In the deferred tax balance duning the year were £'000 £'000
Batance at the beginning of the year 4,623 3,547
Movements in the Conscldated ncome statement 264 744
Mavement in refaton to the cash flow hedging reserve 1,667 2173
Maovement in refation to the pension schemes (15) 3,993
Total movement in the Consolidaled statement of comprehensive income and expense 1,652 1820
Balance at the end of the year 6,539 4623
No deferred tax asset has been recognised in respect of tax losses carmed forward of £3 750 000 (2010 £5 513,000} due fo the uncertainty over thew recoverability
14 DERIVATIVES
201 2010
Dervatives compnsing the faw value of outstanding forward centracts wilh positive fair values are shown within £'000 £'000
Non current assets 684 4,002
Current assets 886 1,158
Total of dervatives with positve farr values 1,570 5,160
201 2010
Dervatves comprising the far vatue of gutstanding forward contracts with negative fair values arg shown within £°000 £'000
Non current liabiliies 2,49 1,575
Current labilities 4,788 3346
Total of dervatves with negative fair values 7,285 4,921
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15 EMPLOYEE BENEFITS

The Group operates a number of pension schemes throughout the worle The major scheme, which covers the UK based employees was of the detined benefit type In 2007, this
scheme, atong with the Insh defineg benefit scheme ceased any fulure accrual for current members and both were Closed 1o new members UK ano Insh employees are now
covered by defined contribution schemes

The fatal pension cost af the Group lor the year was £7 703 000 (2010 £4,983 000}, of which £154,000 (2010 £125,000) related to drectors and £2,267,000 (2010

£1 516,000) refated {o overseas schemes

The fatest full actuanal vatuation of the UK defined benefit scheme was camied out at September 2009 and updated to 30th June 2011 by a qualfied independeny aciuary The
major assumphions used by the actuary for the UX and insh schemes were

30th June 2011 30th June 2010 30th June 2009

UK scheme Irtsh scheme UK scheme Insh scheme LK scheme sh scheme
Rate of increase in pension payments 14% 24% 33% 24% 33% 25%
Discount rate 55% 49% 53% 44% 6 2% 55%
Inflation rate {(RPD 36% 24% 34% 24% 34% 25%
Inflatign rate {CPY) 2% -
Expected refurn on equities 83% 15% B1% 71% B 3% 7 4%
Retirement age 64 €5 64 65 64 65

The mariality assumpton used for 2011 15 PCADO, year of bith medium cohort, which reflecis increasing life expectancy

The assets and kabilities in the defined benefit schemes were
30th June %ol 30th June %of  30thJune %of  30thJune %of  30th June % of

201 total 2010 toial 2009 total 2008 fotal 2007 total
£'000  assels £'000 assels £'000  assets £'000  assets £'000  assets
Market value of assels
Equities 99,365 98 B1737 o8 68,538 98 82,576 97 89,824 98
Bonds and cash 1,684 2 1,447 ? 1630 2 2574 3 1575 2
101,049 100 83,184 100 70,168 100 85,150 100 91 499 100
Actuarial value of lahles (138,713} (120 435) {92 626} (66,205) (85,937)
{Deficitysurplus in the schemes (37,664) {37,251) (22,458} (+1,065) 5,562
Deferred tax therecn 9,393 9,694 5,703 2,996 (1791)

Note 37 gives the anatysis of the UK defined benefit scheme For the Insh defined benelit scheme being the other scheme included here, the market value of assets at the end of
the year was £5,746,000 (2010 £4,780,000) and the actuarial value of labiities was £8 705 000 (2010 £8,866 000} The expected rates of return are basec on market condiions
at 30th June 2011 and represent the best estimate of fulure retums allowing for nsk premiums where appropriate

For a sensitmvity analysis of certain elements of the pension fund, see the nole wn the Business review

The movements in the schemes' assels and habihlies were

Year ended 30th June 2011 Assets Liabirties Total
£'000 £'000 £:000
Balance at the beginning of the year 83,184 {120,435} (37,251)
Contabutions pard 667 - 667
Expected return on pension schemes assels 6,736 - 6,736
Interest on pensian schemes’ habiities (6,239) {6,239)
Actuanal gain/{loss) {net of tax) 10,462 (12,039) 0,577
Balance at the end of the year 101,049 {138,713) {37,664)
Year ended 30th June 2010 ASSELS Liabiles Total
£'000 £'000 £000
Balance at the beginning o the year 70168 {92,626) [22,458)
Expected return on pension schemes' assels 5671 5,671
Interest on pension schemes’ liabilibes 5,597) 5,597
Actuanat gan/loss) {net of tax) 7,345 (22,212) (14,867)

Batance al the end of the year 83,184 (120,435) (37,251)
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15 EMPLOYEE BENEFITS CONTINUED

The income/(expense} recognised 1n the Consphdated income staterment was 20m 2010
£'000 £000
Expected return on pension schemes' assets 6,736 5,671
Interest on pension schesmes' labiiles (6,239) (5 597)
Total income recogrised in the Consolitated income statement 497 74

The expected return on pension schemes’ assets and the mierest on pension schemes' habilies are recognsed within financial income and financial expensas respectively

The analysis of the amount recogrised in the Consolidated statement of comprehensive income and expense was 20m 2010
£'000 £'000
Actual return less expected return on scheme assets 1,773 9,920
Expenience loss ansing on scheme habililies (25,221) 915
Changes in financial assumptions 11,871 (25,702}
Total amount recognised in the Consohdated stalement of comprehensive Income and expense (1,577) (14,867)

The hestory of expenence gans and 05585 15
Year ended Year ended Year ended Year ended Year ended
30th June 2011 30th June 2810 3Gth June 2009 30th June 2005 30th June 2007

Difterence between the expected and actual

retum on scheme assets

amount {£'000) 11,773 9,920 {21,601} (14,591) 7147
perceniage ¢f scheme assets 12% 12% (1%} {17%) 8%
Expenience gains and losses on scheme Labilities

amount {£ 000) {25,221) a15 (3,954) (3 421)
percentage of present value of scheme liabilites (18%) 1% (4%) (4%)

Total amount recogmised in the Consolidated statement of
comprehensive income and expense

ameunt (£°000} (1,577} (14 867 (13032) (20 541) 3,144
percentage of present value of scheme habilites (1%} {12%)} [14%) (21%} 4%
The assumplions used for mortality rates for members, medium conort at the expected retrement age of 65 years are 201 2010
years years
Male currently aged 63 218 217
Female currently aged 65 241 240
Male currently aged 45 229 229
Female currently aged 45 250 250

Under the deftned benefit deficti lunding plans, there are certain UK properises owned by Renishaw pic and a property owned by Renishaw (refand) Linuted, whuch are subject to
registered lxed charges 1o secure the UK and Insh defined beneft pension schemes' deficits respectvely Remishaw pic has also established an eserow account into wiich it has
paid £11,400 000 ant into which 1t 1s cbiiged to pay approxmately £158,000 per manth until Seplember 2012 This account 1s subject o a registerad fipating charge {o secure the
UK defined benefit pension scheme habilities

The Company has gven a guarantee relating o recovery plans for the UK scheme and the trustees have the nght to enforce the charges to recover any deficl up to £46,800,000

if an insolvency event occurs sn relation 1o the Company befare 15t November 2016 or if the Company has not made good any deficit up  £46,800 000 by mdmight on 18t
November 2016 No scheme assets are invested in the Group's own equily

The value of the guarantee discussed above s greater than the vatue of the pension fund's deficit As such, in line wath IFRIC 14, the UK pension fund's iabiliies have been
increased by £23,700 000, to represent the maximum discounted lability a3 a1 30th June 2011 (30th Jure 2010 Endy

Following Ihe UK government ministenal announcement in July 2010 relating to ihe caiculabon of pension fund liabilities, future UK pension increases in delerment have been
determined by reference to the CPI nflation metnc This has resulted in a one off decrease in the UK pension deficit of £11 260 000 Future pension icreases in payment continue
to be determened by reference o the RPlinflation meine




16 INVENTORIES

2011 2010
An analysis of ventones at the end of the year was £'000 £000
Raw materials 20,793 13,409
Work in progress 10,560 7107
Finished goods 18,456 10 368
Batance at the end of the year 49,803 30,884
Dunng the year, the amount of nventones recognised as an expense 1 the Cansolidated income statement was £62,320 000 {2070 £59,310,000) and the amount of write down of
mventones recognised as an expense in the Consolidated income statement was £289 000 (2010 £434,000)
17 CASH AND CASH EQUIVALENTS

2011 2010
An analysis of cash and cash equwvalents at the end of the year was £'000 £000
Bank balances and cash in hand 12,80 17,355
Short term deposts 10,842 13,788
Cash and cash equivalents in the Statement of cash flows 23,713 31,143
Short term depos# held in an escrow account {note 15) 10,818
Balance at lhe end of the year 34,561 31143
18 PROVISIONS
Warranty provisioh

2011 2010

Moverments dunng the year were £'000 £'000
Balance at the beginming of the year 539 656
Crealed dunng the year 513 482
Acquired through business combinations a9
Uti:sed in the year (381) (599)

21 (117
Balance al the end of the year 770 539

The warranty provision has been calculated on the basis of histoncal retum in warranty mformation and other iniemal reports 1 1s expected that most of this expenditure wil be incurred m

the next nanca! year and all expendiiure will be ncurred within three years of the balance sheel date

19 OTHER PAYABLES

201 2010
Balances at the end of the year were £'000 £'000
Payroll taxes and social securiy 3814 3,081
Cther creditors and accruals 18,312 11,946
Total other payables 22126 15,027

The Group's exposure to currency and hqusdity nisk related to trade and other payables s drsclosed in note 22

20 OTHER PAYABLES (NON-CURRENT)

The deferred consweralion of £12,494,000 {2010 £1,222,000) compnses

£1,182,000 (2010 £1,222 000} in respect of the investment n Renshaw Dagnostics Limited, which s payable gver a (e year period lram the date of the nibal invesiment,

£3,000,000 (2010 £l 1n respect of the investment in Renishaw Software Limited which is payable n June 2013 and
£8,312,000 (2010 £nify n respect of the investment in Measurement Devices Limited, which 15 payable over e nexl (hreg years
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21 CAPITAL AND RESERVES

Share capital 2m 2010
£'000 £000

Allotted, called-up and fully paid
72,788,543 ordinary shares of 20p each 14,558 14558

The ordinary shares are the only class of share in the Company Holders of ordinary shares are entilled 1o vote at general meetings of the Company and receve dmdends as
dectared The Articles of Assocraton of the Company do not contain any restnctions on the transfer of shares nor on voting nghts

Currency translation reserve

The currency translation reserve compnises all foreign exchange dilferences ansing from the transizbion of the fiancial statements of the foreign operations, offsel by foreign
exchange differences on bank labiities which have been accounted for drectty in ety on account of them being classified as hedging ilems Tne movement in the year o
£339,000 {2010 £2,201,000) compnses a gain on the net assets of foreign curency operabons of £2,426,000 (2010 £3,345,000) and a bss on foreign currency dank accounts
of £2 087,000 (2010 £1,144 000)

Cash flow hedging reserve

The cash llow hedging reserve compnises all foreign exchange differences ansing from the valuztion of forward exchange contracts which are effective hedges and mature after
the year end These are valued on @ mark to market basis are accounted for directly in equity and are recycled through the Congsohdated income statement when the hedged item
alfects the Consolidated income statement The forward contracts mature over the next three and a hall years

20 2010
Movements during the year were £'000 £'000
Batance at the beginning of the year 172 (5,415}
Ampunis transferred to the Consolidated income statement 2,188 4914
Revaluations during the year (8,142 2,846
Detferred tax movement 1,667 {2,173}
Balance at the end of the year {4,119) 172
Dividends paid

2011 2010

Dividends pa:d compnsed £'000 £000
2010 final dwoend paid of 13 6p per share 9,899
Interim gvidend paid of 10 3p per share 2010 4 Op) 7,497 232
Total drwdends pasd 17,396 292

A final dividend in respect of the current financial year of 24 7p per share 15 proposed to be paid on 17th October 2011 to shareholders on the register on 161h September 2011
with an ex dragend date of 14th September 2011

Other reserve
The cther reserve 1s m relation to kvestments in Resushaw Mayfield S A and PulseTeq Limited

Non-controlling iterest

201 2010
Movements dunng the year wese £'000 £000
Balance at the begining of the year (432) 18
Share ¢f nvesiments 324 52
Share of loss for the year {382) (502)
Balance at the end of the year (490) 432}

The rion coniraling interest represents the minority shareholdings i Renishaw Diagnostics Limiied 15 2%, Renishaw Mayfield S A 25% Renishaw Advanced Materials Limited
45% and, for 2010 only, PutseTeq Limited  25%




22 FINANCIAL INSTRUMENTS

The Group has exposure 10 credit nsk, liquidity Ask and market rsk ansing from 1S use of financial mstruments This note presents information about the Group's expesure (o hese risks

along with the Group's objectives, policies and processes for measurry and managing the risks
Credit nsk

The Group cammies a credit sk, being the nisk of non payment of tade recenvables by is cusiomers Credil evaluations are caried out on all new customers before credit 1s gven
above certain thresholds There s a spread of nsks among a large number of customers with no significant concentration with one customer or in any one geographical area The

Group establishes an allowance for smparmeant in respect of trade recevables where recoverability 15 considered doubtful

An analysis by currency of Group financial assets at the year end 1s as follows

Trage recenvables Other recenables Cash

Currency 20 2010 2011 2010 20M 2010
£'000 £°000 £'000 £'000 £'000 £'000

Pounds Sterling 7,455 3,466 7,272 8,009 19,161 11637
US Dollar 2m 19,358 263 217 1,357 6764
Japanese Yen 7,922 6 240 438 610 3,152 1765
Euro 17,558 12 263 1,202 525 2,688 372
Other 5,827 4,546 847 524 8193 7,256
61,533 45 B73 10,027 9,885 34,551 31,143

2011 2010

The ageing of trade recewables past due, but not impaired, at the end of the year was £'000 £°000
Past due 0 1 month 12,487 8,308
Pastdue 1 2 months 3,3% 2,483
Past due more than 2 months 1,179 445
Balance at the end of the year 17,056 11236
2m 2070

Movaments in the provision for impairment of trade recevables during the year were £'000 £'000
Balance at the beginning of the year 3,989 3,906
Changes in amounts provided 479 504
Amounts utihsed (461) (421}
Balance at the end of the year 4,007 3,989

Liquidity nsk

The Group's approach to managing lquidkity 15 t ensure, as far as possile that i will always have suthcient iquidity t0 meet its abilities when due without Incurring unacceptable
losses or nisking damage to the Group's reputation The Group 15 cash generalive and uses monthly cash flow forecasts 1o monitor cash requirements

In respect of net cash the carrying value approximates to far value because of the short matunty of the deposiis and borowings Interest sates are floating and based on ibor/lbid
which can change over ime, affecting the Group’s interest income An ncrease of 1% in ntesest rales would resull n an ncrease In interest ncome of approximately £200 000

The market value of forward exchange contracts 15 determsned by reference to market data

The contractual matunties of financiat habiliies at the year end were

Year ended 30th June 2011 Carrying
amount Up to 1 year 1-2years 2 - 5 years
£'000 £'000 £'000 £'000
Trace payables 13,821 13821 - -
Other payables 34,620 22,126 7,348 5,146
Provisins 770 TI0 - -
Forward exchange contacts 7,285 4,789 770 1,726
56,496 41,506 8,118 6,872
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22. FINANCIAL INSTRUMENTS CONTINUED

Year ended 30th June 2010 Carrying
amount Up to 1 year 1 2years 2 5Syears
£000 2000 £'000 £'000
Trade payables 10,440 10440
(ther payables 16 249 15,027 611 611
Provisions 539 539
Forward exchange contracts 4921 3,345 1,115 460
32149 29,352 1,726 1,071

For non current other recenables of £684 000 (2010 £4,002,000), £591 000 (2010 £723,000) 1s recevable between t and 2 years and £93,000 (2010 £3,279,000) s
recanvable between 2 and 5 years

The contracted cash flows for the financial kabilities are the same as the carrying values There 1s no significant difference between the fai value of financial assets and financial
liabilkties and therr carrying value n $he Censohdated balance sheet

Under the disclosure requirements of IFRS 7, all faw value measurements of inancial assets and habiltes are considered to be categonsed as Level 2

Market risk

As noted i 1he Business review under Risks and uncertanties, the Group operates in a number of foreign currencies with the majonity of saks being made n these currencies bul
wilh a concentration of manufacturing in the UK, 'retand and Indsa

Exchange rates and sensrtivity 2nalysis

The mamn exchange rates which may have a sigificant effect on the Group’s results are the US Dotlar and Japanese Yen The Group has hedged a stgmificant properion ¢f 1ts
forecasted Euro cash flows and hence there 1S not expected to be a matenal impact on the Group's esulis resulting from fluctuations in the Eurg exchange rate against Steriing

The following are the exchange rates which have been applicable during the financiat year Also noted is the increase in profit that a one UUS Doltar cent change and a one Japanese
Yen change In exchanga rate where the foregn currency s strengthering agamst Sterling might have on the Group's results The method of esimation inveives assessing the impact
of tius currency on the Group's transactions assuming all other vaniables are unchanged

2011 7010 Increase in

group profit of

Year end Average Year end Average one centfyen

exchange exchange exchangs exchange movement

Currency rate rate rate rate £'000

US Dollar 161 160 150 158 370

Japanese Yen 129 132 132 143 130
Euro m 116 122 114
Average US Doliar forward contract rates - 145 169
Avesage Japanese Yen forward contract rates - 13% 155
Average Euro forward contract rates - 130 13

The Company has US Dollar, Japanese Yen and Euro forward contracts which mature after the batance sheet date The far value of these contracts at the year end resulted in a
loss carnied lorward of £4 115,000 {2010 prod £172,000) {see note 21) The nominal amounts of toreign currencies refating to these forward contracts are, in Sterling terms
£44,195,000 in US Doliars, £28,890,000 n Japanese Yen and £116,024,000 n Luro

The Group classiies its forward contracts hedging forecasted transactions as cash flow hedges and states tham at farr valug Further deiails are noted n the Treasury policies in the
Business review

Net assets and associated borrowings
The Group maintams foreign currency borrowings as a method of praviding hedgsng against the currency ranstation itsk of the net assels of s overseas subsidianes The level of
hedging in place al the year end for the mayor currencies and therr relative base borrowing inferest rates were

Net assets o Currency Base borrowing

subsioiary borrowing interest rate

Currency £060 £'000 %
US Dollar 26,464 25,950 025%
Japanese Yen 16 084 14510 010%
Euro 28430 28335 1 50%

The curfency borrowsngs are short lerm, with finating interest rates In order 10 minumuse the cost of these borrowings, short-term Currency Swaps are used on a rolkng one month
cycle, so ihat at the year end, the currency borrowings are not in existence but forward contracts are in place to e establish the currency borrowing shortly after the year end
These currency swaps are not reflected in the table above

For ihe nel asseis of the overseas subskiianes not hedped, a 5% changg i exchange rates will affect reserves by approumately £800,000

Capital management
The Board's policy (s 10 maintain a strong capital base and (o maintain a balance between signilicant rewums 1o shareholders with a progresswve dradend policy whils ensuning the
secunty of 1he Group supported by a sound capital position




23 OPERATING LEASES

The total of future swimurn lease payments under non cancellable cperating leases (31l of which relate 1o land and buildings In subsidianes) were

2011 2010
£'000 £ 000
Expering wilhin one year 1,842 1,346
Expiring between two and five years 2,724 2121
Total future munimum ease payments 4,566 3467
Lease payments recogrised as an expense during the year were
Y % P g ey 2011 2010
£'000 £'000
Total lease payments fov the hinancial year 1,792 1,185
24 CAPITAL COMMITMENTS
Capital comsmitments at the end of tha year, for which no provision has been made in the financiat siatements, were
201 2010
£'000 £'000
Authortsed and committed 13,047 2991

The major items of capital commitments at 30th June 2011 were n respect of the property at Miskin South Wales for £7 Om and in respect of a property far our Canada subsidiary

for £1 3m

25 CONTINGENCIES

The UK banking arrangements are subject o cross guaraniees between the Company and rts UK subsidianes These accounts are subject 1o a nght of set off

26 RELATED PARTIES

Durng the year, associates and other related parties purchased goods and services from the Group te the value of £276 000 {2010 £199,000} and sold goods and senaces 10 the
Group to Lhe value of £3 142,000 (2010 £2,323,00C) Al 30t June 2011 associates owed £100 000 to the Group (2010 £169 000} Associates were owed £228,000 by the
Group (2010 £144,000) Dradends of £84 000 were recenved from associates during the year (2010 £80,000) Loans io related pariies from Renishaw plc at 30th June 2011 were

£1,498 000 {2010 £nil

All ransactions were on an arm's length basis There were no bad debis writen off duning the year (2010 Enil)
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66 COMPANY BALANCE SHEET

at 30th June 2011
Notes 2011 2010
£'000 £'000
Fixed assets
Tangible assets 28 49,816 44 395
Investments in subsidianes 29 31,939 7161
Investments in associates 30 6,888 4,363
88,643 55,919
Current assets
Deferred fax kil 867 3,118
Stock 32 27, TH 19,073
Debiors 33 180,284 173,133
Cash at bank 18,592 17 630
237,454 212954
Creditors
Amounts faling due within one year 34 (69,548) (50,093}
Net current assets
Due wilhin one year 94,128 75,440
Due after more than one year 73,7718 87,421
167,906 162,861
Total assets less current habilities 256,549 218,780
Creddors
Amounts falling dug atter more than one year 35 (16,598) (4,425
Provisions for habilities 36 (543) (416)
Net assets excluding pension hiabifiy 239,408 213939
Pension hability 37 (25,682} (23,879)
Net assets including penston habilty 213,726 190 060
Capital and reserves
Called up share capual 38 14,558 14,558
Share premium account a2 42
Currency reserve i) (4,115) 172
Profit and Ioss account 40 203,241 175,288
Shareholders' funds - equity A 213,726 180 060

These financial statements were approved by the Boaru reclots on 27th July 2011 and were signed on 15 behatl by

Sir David McMurtry
A C G Roberts Ap /@
Directors

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

for the year ended 30th June 2011 20m 2010
£'000 £'000
Profit for the financal year 47,928 19,253
Drvidends pawd {17,396) 2,912
Far vatue of forward exchange contracts, net oi deferred tax (4,287) 5,587
Actuarial loss in the pension scheme, net of deferred tax (2,579) {10177}
Increase in shareholders’ funds 23,666 11751
Sharehotders® funds at st July 2010 190,060 178,309

Shareholders’ funds at 30th June 2011 213,726 190,060




NOTES TO THE COMPANY FINANCIAL STATEMENTS

27 ACCOUNTING POLICIES
The following accounting pokcies have been applieg consistently in dealing with items
wiuch are considered matenal w relabion Lo the financial statements of the Company

Basis of preparation
The financia! statements have been prepared n accordance with appicable UK GAAP

Under section 408 of the Compantes Act 2006 (he Company 1s exempt from
the requirement 1o presant ils own profit and lass account

Under FRS 1 the Company s exemp from the requirement t¢ prepare a cash flow
statement on the grounds that a parent undertaking includes the Company In its owe
published consolidated financial statements

Advantage has been taken of FRS 8 'Relaled party disclosures” not to disclose
transactions with subsidianes on the basis that all transaclions were with members of
the Group, 100% of whose voting nghts were controlled

The Company has adopied FRS 29 'Financial Instruments Disclosures', which came into
effect from 1st January 2007 However, the Company has taken the exemption available
to parent companies net 1o present financial Instrumeent disclosures as the Group
hinangial statements contain disclosures that comply with the standard

Investments
Investments in subsidiary and associated undertakings are stated at cost iess any
prowston lor permanent impaimment losses

Tangible assets and depreciation

Tangible assets are staied at cost less accumulated depreciation Depreciabon is
provided to writg off the cost of assets iess thewr estimated residual value on a siraight-
ine basis over their estimated useful economic Ives as follows

Freehold buidings — 50 years

Plant and equipment = 3 to 10 years

Motor vehicles - 3 o 4 years

Mo deprecration 1s provided on freehold land

Dividends

Dwigends unpad at the balance sheel date are onfy recognised as a habily at that date
to the exlent that they are appropnatety declared and authonsed ana no longer at the
dseretion of the Company Unpaid dnvidends that do not meet this critena are disclosed
in the Directors' report

Research and development
Research and development expenditure 15 charged 1o profit and loss account in the year
1 which it 15 Incurrect

Taxation

The charge for taxation 1s based on the Company profit for the year Deferred lax

5 recognised, without discounting, in respect of all uming differences between (he
treatment of certan tems for taxation and accounting purposes, which have ansen but
not reversed by the batance sheet date, except as oiherwise required by FRS 19

Deferred tax assets are recognised to the extent that 115 7egarded as more ikely than
not that they wil be recovered

Long-term amount owed by a group undertaking

Abalance awng to the Cempany by a subsidiary undertaking, winch 1s expected to be
repaid over a number of years, has been inttially valued at far value and 1s valued at
amortised cos! thereafter

Employee benefits

The Company operated a contnbutory pension scheme, of the defined benefit type up
to 5th Apal 2007, atter which this scheme was closed for future accruals to exsting
members and was closed to new members Since Sth Apnl 2007, the Gompany has
operated a defined coninbulion scheme, which 1s part of the same scheme

The scheme 1s administered by trustees who are ndependent of the Company finances

Pension scheme assets in the defined benefit scheme are measured using market value
Pension scheme liabiliies are measured usmg a projected unit method and discounted
at the current rate of return on a twgh quality corporate bond of equivalent ierm and
currency to the liabiity The expected return on the scheme's assets and (he interest on
the scheme's kabilites ansing from the passage of me are included in other

finance income

The pension scheme's surplus, (o the extent that it 15 considered recoverabie, or deficit
15 recogrised in full and presented on the face of the balance sheet net of the retated
defesred tax

Accruals are made for holiday pay, based on a calgulatien of the number of days holiday
earned dunng the year, but not yet taken and also for the annual performance bonus

Warranty on the sale of progucts

The Company prowides a warranty from the date of purchase on all its products This

15 ypucally for a twelve: month penod, atthough up to three years 15 gven for a small
number of products A warranty provisian 15 included in the accounts, which 15 calculated
on the basis of istorical returns and nternal qualty reports

Denvative financial instruments

In accordance with s treasury pokcy, the Company does not hold of issue denvaive
financial instruments for trading purposes However, dervatives that do not qualiy for
hedge acoounting ase accounted for as trading nstuments

Derwvative financial instruments are recogeusad inviglly at fair value The gain or loss on
remeasurement 1o fair value s recogrised immedsately in the profil and loss account
The far value of forward exchange contracts s therr guoted market price at the balance
sheet date

Stocks
Stocks are valyed at the lower of cost and net realisable value Cost compnses direct
matenals and labour plus everheads apphcable to the stage of manufacture reached

Foreign currencies

Transactions in foreign currencies a: translated at the rate of exchange ruling al the
date of the transaction Monetary assets and iabilibes denominaied 1n foreign currencies
at the balance sheet date are translated (i Sterling at the foreign exchange rate rulng
at that date Foresgn exchange differences ansing on such translation are recognised in
the profit and loss account

Going concern

The Group's business actviies, together with the faclors lkely 1o affect s future
development, performance and positron arg set out In the Business review, where

also given are details of the financial and Jquidiy posiions In addition, note 22 in the
financial statements includes the Group s obecives and policies for managing its capital,
details of s financial Instruments and hedging actvites and its exposures 1o credit nsk
and hquidily nsk

The Group has considerable financial resources at its disposal and the directors have
considered the current financral projiections As a consequence, the direciors believe that
the Group 1s well placed tomanage ils business nsks successiully

After making enquines, the directors have a reascnable expectation thal the Company
and the Group have adequate resources to cortinue In operational existence for the
foeseeable fulure Accordingly, they continue 1o adopt the gomg concern basis in
prepanng the Annual repon and accounts
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28 TANGIBLE FIXED ASSETS

Year ended 30th June 2011 Freehold Assets in the

land and Plant and Motor course of

buildings equipment vehicles construction Tota)

£'000 £'000 £'000 £'000 £'000

Cost
At 15t July 2010 35,743 73,092 2,155 566 111,556
Additions - 341 651 7,053 11,115
Transfers 1,529 1,165 (2,694) -
Disposals - {(170) (2386) - {406)
At 30th June 201 37,272 77,498 2,570 4,925 122,265
Depreciation
Al 15t Juty 2010 8,212 57,304 1,645 - 67,161
Charge for the year 761 4,612 292 - 5,665
Released on disposals - (141) (236) - (317}
Al 30th June 2011 8973 61,775 1,701 - 72,449
Net book value
At 20th June 2011 28,299 15723 869 4,925 49,816
At 30th June 2010 27,531 15788 510 566 44,395

AL30th June 2011 properties with a net book value of £22 718,000 (2010 £23,393 000) were subject to a registered charge 10 secure the UK defined benehit pension scheme
Iiatilties The trustees have the nght to enforce the charge o recover any deficit up to £46,800 000 f an insoivency event pceurs in relzbon to the Company before 1st November
2016 o If the Company has not mada good any deficit up to £46,800,000 by ridright an 15t November 2016

Additions 1o assets In the course of construction of £7,053,000 (2010 £546 000) compnse £2,420,000 (2010 £95 000) for freehald land and buildings and £4,633 000

(2010 £451,000) for ptant and equipment

29 INVESTMENTS IN SUBSIDIARIES

20Mm 2010
Movements dunng the year were £'000 £000
Balance at the beginning of the year 7,161 6,034
Investments made during the year 24,778 1127
Balance at the end of the year 31,939 7,161
A list of subsidiary undertakings 1s shown i note 44
30 INVESTMENTS IN ASSOCIATES

2011 204

Mavements duning the year were £°000 £'000
Balance at the beginning of the year 4,363 6,814
Investments made dunng the year 74
Reversal of impairment of nvestment 2,451 (2 451}
Balance al the end of the year 6,888 4363

The reversal of the impairment of investment was 1n respect of the revaluation of the investment i Delcam pic, based on is share pricg of £4 55 at 30th June 2011

31 DEFERRED TAX

201 2010
Movements dunng ihe year weig £000 £'000
Balance at the beginming of the year 3,118 7,909
Movements dunng the year (2,251) (4,79%)

Balance al the end of the year B67 3,118




31 DEFERRED TAX CONTINUED

2011 2010
The deferred tax asset 1s represented by £000 £'000
Difference between accumulated depreciation and capital allowances {790) 262)
Other timing dfferences 1,657 3400
867 318
Deferred tax on pension scheme hability 9,023 9,286
Balance at the end of the year 9,890 12,404
201 2010
The movements in the deferred tax balance were £'000 £'000
Balance at the begnning of the year 12,404 13,285
Amount charged 1o the Profit and loss account (3,98} {2.618)
Amount reflected through the Statement of total recogrised gans and losses 1,404 1,737
Balance at the end of the year 9,890 12,404
32 STOCK
2011 2010
An analysis of siock at the end of the year was £'000 £'000
Raw materials 12,286 8695
Work In progress 8,605 6,613
Finished goods 3,810 3,765
Balance at the end of the year 27,701 19,073
33 DEBTORS
20Mm 2010
An anglysis of deblors ai the end of the year was £'000 £000
Debtors due within one year
Trade debtors 9,74 B 667
Amounts owed by group undertakings 97,578 76 200
Ampunts owed by associated undertakings 1,593 132
Corparation tax - 428
Prepayments and other recenvables 3,868 2,670
Far value of forward exchange contracls 886 1,158
113,666 87,255
Debtors due after more than one year
Amounts owed by group undertakings 75,944 81876
Faw value of forward exchange contracts 684 4,002
Balance at the end of the year 190,294 173133
Amounts owed by group undertakings due afler more than one year at 30th June 2071 are shown at thew amoibsed cost calcufated using the effectve interest method The balance at
30th June 2011 of £75,944,000 (2010 £81 876 000} 1s based on an ongnal amount of £85,029 000 {2010 £95,029,000)
34 CREDITORS
Amounts falling due within one year
9 ¥ 201 2010
An analysis of creditors due within one year at the end of the year was £'000 £'000
Trade creditors 8,281 6 844
Corporation tax 2,214
Amounis owed 10 geoup undertakings 43,348 33,117
Amounts owed to associaled undertakings 87 B9
Other taxes and social security 1,750 1402
Dther credilors 9,079 5295
Fair vatue of forward exchange contracls 4,789 3,346
Balance at the end of the year 69,548 50093
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35 CREDITORS

Amounts falling due after more than one year

2m 2010
An analysis of creditors due after more than one year was £000 £000
Delferred consxderation 14,102 2850
Farr value of forward exchange contracts 2,496 1,575
Total creditors due after more than one year 16,598 4,425

The deferred consideration of £14,102,000 (2010 £2,850 000} comprses £2 790 000 {2010 £2,850,000) n respect of the investment in Renishaw Dragnostics Limied wiuch 15
payable over a five year penod from the date of the inital nvestment £3,000,000 {2010 Erul in respect of the nvestment in Rerishaw Software Limited which 1s payable in June
2013 and £8 312 000 (2010 £y in respect of the wvestment in Measurement Devices Limited, which 15 payable over ihe next three years

36 PROVISIONS FOR LIABILITIES AND CHARGES

Warranty provision
201 2010
Mavements during the year were £000 £'000
Balance at the beginning of the year 416 543
Created in the year 472 492
Utihsed n the year (345} {619}
127 (27
Balance at the end of the year 543 416

The warranty provision has Seen calculated on the basis of histoncal return in warranty information and other quality reporis It 15 expected that most of this expendilure wil) be

ncurred in the next inancial year and all expenciture will be incurred within three years of the balance sheet date

37 PENSION SCHEME

Te Company operated a defined benefit pension scheme, which, in Apnil 2007, ceased any future accrual for current members and was closed to new members Employees of the
Company are now covered by a defined contiibution scheme Seg note 15 regarding details of registered charges relating 10 the UK pension scheme liabihties

The tolal pension cost of the Company for the year was £5,186,000 (2010 £3 422,000}, of which £154 000 (2010 £125 000) related to oireclors
The latest full actuanal valuation of the scheme was camied oul at September 2009 and updated to 30th June 2011 on an FRS 17 tasis by a qualified independent acluary The

major assumplions used by the actuary for the scheme were

30th June 2011 30th June 2010 36th June 2009
Rate of increase n pension paymenis 3% 33% 33%
Discount rate 55% 53% 62%
Infiation rate {RPY 36% 3 4% 34%
inflation rate {CPD 29%
Expecled return on equities B 3% 81% 83%
Retirement age 64 64 64
The mortality assumption adopted for 2011 15 PCADQ, year of bith metum cohort (2010 medium cohart), whrch reflects the increasing life expectancy
The assets and iabiities in the scheme were
a0th June %of  30th June % of 30th June % of 30th June %ol  30thJune % of
201 totat 2010 {otal 2009 toat 2008 total 2007 total
£'000 assels £'000 assels £'000 assels £'000 asseis £°000 assets
Market value of assels
Equibes 94,941 100 78,248 100 65 550 99 79143 98 84,906 93
Bonds and cash 362 0 156 0 41 1 1243 2 1,740 2
95,303 100 78,404 100 65 9% 100 80,386 100 86,646 100
Actuarnal valug of habiliies {1.30,008) {111,569} {85 192) {30,889} {79,798}
Defict in the schemea (34,705) {33169 {19,201} {10:503) 6850
[Ceferred tax thereon 9,023 9,286 5376 290 {1920}
Pension Miabiity)/asset (25,682) 2387%) {13,825) (7562 4930




37 PENSION SCHEME CONTINUED

The history of expenence gaing and losses 1s Year ended Year ended Year endec Year ended Year ended
30th Jure 30th June 30ih June 30th June 30th June
20m 2010 2008 2008 2007
Difference between the expected and actual
retumn on scheme assels
amount {£'000} 11,650 9,357 {20,244 {12,651) 6738
pescentage of scheme assets 12% 12% 31%) (16%) 8%
Experience gains and losses on scheme habirbes
amount {£'000) (25,221) (3.954) (2751)
perceniage ol present valug of scheme liatihties (19%) (3%} (3%}
Total amount recogmised tn the Statement of total recegnised
gains and losses
amount (£'000) {2,588) {14,135 {10,279) {19,842 3444
percentage of present value of scheme habilities (2%) {13%) (12%) [22%) 4%
2011 200
The movements i the scheme were £'000 £'000
Deficit in scheme at 1st July (33,165) {19,201)
Contributions 609
Other finance mcome 439 1m
Actuarat loss (2,588) {14135)
Dedicit in scheme at 30th June {34,705) (33,165}
0N 2010
The ncome recogmised in the Profit and loss account was £'000 £000
Expected return on pension scheme's assels 6,308 5,38
Infergst on pension scheme’s liabilities (5,869) 6210
Total income recogrused in the Prohit and loss account 439 171
201 2010
The analys:s of the amount recognised 0 the Statement of total recognised gans and losses was £7000 £'000
Actual return less expected fglurn on scheme assets 11,650 9,357
Expenence loss ansing on scheme habibes (25,221}
Changes i fimangial assumptions 10,983 (23,492)
Total recognised i the Statement of total recognised gains and losses {2,588) {14 135)
38 SHARE CAPITAL 201 200
£'000 £'000
Allotted, called-up and fully pad
72 788,543 ordinary shares of 20p each 14,558 14,558

The ordinary shares are ihe only class of share n the Company Holders of ordinary shares are enbitled to voie at general meetings of the Company and recerve dnndends as

declared The Articles of Association of the Company do not contain any restnctons on the transfer of shares nor on voling righis
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39 CURRENGY RESERVE

The unrealised curency gain/{loss) on foreign exchange forward contracts outstanding at the year end has been recognused net of deferred tax

201 2010
Movements during the year were £'000 £ 000
Balance at the beginming of the year 172 5415
Amounts recycled nte the Profit 2nd loss account in the year 2,188 4,914
Revaluations during the year (8,142 2,845
Detered tax movement 1,667 {2,173)
Balance al the end of the year (4,115} 172
40 PROFIT AND LOSS ACCOUNT
201 2010
Maovements in the Profit and [0ss account during the year were £'000 £'000
Balance a1 the beginning of the year 175,288 169,124
Profit for the year 47,928 19253
Dwvdends paid in the year (17,396} 2.912)
Actuarial loss in the pension schemeg (2,588) (14,135
Deferred tax thereon 9 3,958
(2,579} (10,177
Balance at the end of the year 203,241 175,288

The profit and loss account reserve in the Company of £203 241,000 (2010 £175 288 000} ncludes £165,070,000 {2010 £101,294,000y which 1s currently non distributable

41 RELATED PARTIES

During the year related parties, these baing Remishaw Diagnostics Limited Remishaw Mayhield S A Measurement Dewices Limited, Renishaw Advanced Matenals Limited and the
Group's associales (see note 1), purchased goods and services from the Company to the value of £1 134,000 {2010 £465 000) and soid goods and services 1o the Company 1o
the value of £1,516,000 (2010 £926 000)

AL301h June 2011, related parlies owed £922,000 {2010 £689,000) to the Company Related parties were owed £245,000 (2010 £89 000) by the Company Divdends of
£84,000 were receved from refated parbes during the year {2610 £80,000) Loans to refated parties trom Renishaw pic at 30th June 2011 were £7,595,000 (2010 £2 873,000
Al transactions were on an arm’s ength basis These were no bad debts written ol duning the year (2010 £ni)

42 PERSONNEL EXPENSES

2m 2010
The aggregate payroll ¢osis for the year were £000 £000
Wages and salares 53,477 41,023
Compulsory social security contrbutions 5,773 4,347
Contnbubons to pension scheme 5,188 3,422
Total payroll costs 64,436 48,790
The average number of persons employed by the Company during the year was Number Number
1,479 1,209
43 CAPITAL COMMITMENTS
Capital commutments at the end of the year for which no provision has been made in the financial statements, were
201 2010
£'000 £'000

Authonsed and commitied 10,986 1281




44 SUBSIDIARY UNDERTAKINGS

The following are the subsidiary undertakings of Renishaw pic, all of which are wholly owned, unless otherwise stated, and all of which are consolidated nto the resutts of the
Group The country of moorporation and registration 1s England and Wales unless otherwise stated The country of incorporation 1S also the country of operatron The accounting year

end for each subsidiary undertaking 15 30th June unless olherwise stated

Company

Principal activities

Renushaw Interationai Limited”

Renishaw (retand) Limied Repubbe of iretand)”

Remishaw Holdings Limited

Remshaw Finance bimited*

Renishaw SA S (Francg”

itp GmbH (Germany”™

Woiton Travel Limited

Remshaw (iagnosics Limited (84 B%) Scotang
Remshaw Maylield S A (75%) Swizerandy”

PulseTeq Limited

Renishaw Metrology Systems Private Limited mdq) {31s1 March
Measurement Devices Limited (49%) (2151 Decemben

MTT Investments Limited {315t Decemben

Remishaw Advanced Matenals Limited {55%]) @31st Jarsary

Renishaw Sofiware Limited (315t Decemben

Overseas helging and nvesiment company

Manufacture and sale of advanced precision metrology and inspection eguipment
Holding and investment company

Group finance company

Service distnbution, research and development and manufacture of group products
Manufacture and sale of advanced precision metrology and inspection equipment
Travel agency

Design and sale of molecutar diagnostics and surface enhianced Raman spectroscopy products
Manufacture and sale of surgical robots for neurcsurgical apphcations

Manufacture and sale of cails for the enhancement of images from MRI scanners
Manufacture and sale of advanced precision meology and Inspection equipment
Manufacture and sale cf laser scanning equipment

Manufacture and sale of addive manufactunng ang rapid prototyping systems

Sale of diamond Iike carbon coatings and shape memory allcys

Development and sale of software solubons

Company - principal actiwity 1s the senvice and distnbution of group products

Renshaw Inc wsa

Rerushaw KK grapan}

Renishaw GmbH Germaog

Renishaw S p A puw

Renishaw Ibénca S AL Spaw

Remishaw AG (Swizerandy

Rerushaw (Hong Kong) Limited piong Kong
Renishaw Latng Amenana Lida {Brari} {3t Decemben
Remishaw Benghux BV {The Hethertands)
Aenishaw Oceania Pty Limited usirana)
Rerushaw 5 70 (Crech Regutisc)

" equity held by a subsidiary undertaking

Remishaw Sp 200 Poknd

000 Rentshaw (Russe) {315t December)

Renishaw AB fswuery

Renishaw (Austia) GmbH (Austna

Renishaw (Korea} Limited {Sout Korea)

Remishaw (Canada) Limited (Canara)

Remshaw {Isragl) Limited {smep

Renishaw {Shanghai} Trading Company Limited (The Peoples Repubic of Chna) (3151 December)
Renishaw [Sngapore) Ple Limuted Sngpore}

Rerushaw (Taiwan) INC (Tawan)

Dunng the year, the Group increased its investment in PulseTeq Limded from 79% to 100%
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Shareholdimgs

1-5000 1934 (3 0%) Directors 531%
5,001 - 25,000 179 2 9%} lostvons - +50%
25,001 - 50,000 &5 (1 6%) Indwiduas '
50,001 - 100,000 38{26%)
100,001 - 500 000 48 (13 6%)
500,001 - 1 000,000 1507 1%)
1,000,001 - 3 000000 5 (16 2%)
more than 3 000 000 2 drectors &3 0%)
The above information was compiled from the register as at 19th July 2011
10 YEAR FINANCIAL RECORD
Results note 2 note 2 note 2 note 2 note 2 note 1
2m 2010 2009 2008 2007 2006 2005 2004 2003 2002
£'000 £'000 £000 £'000 £000 000 £'000 £'000 £'000 £'000
Dverseas revenue 273,989 170,957 159,988 188137 169094 164,322 144 438 118,881 100969 94,769
UK and Irelanc revenue 14,761 10650 14259 12020 11,789 11,513 10,361 5,820 9671 9,721
Total ravenue 288,750 181,607 171,247 201,157 180883 175,835 154799 127 701 110,640 104 490
Operating profit 78,946 28 095 5991 37335 29,729 35 468 29,307 18,083 15 644 13,448
Proht before tax 80,410 28725 8,843 41715 32672 ag 102 31,733 20,146 17799 16,062
Taxation 16,345 5745 2,105 8,309 6,532 7,621 6 297 4,023 3,454 880
Prolit for the year 64,065 22980 6,738 13 406 26,140 30,481 25,436 16,122 14,345 15,182
Caprtal emptoyed 20m 2010 2009 2008 2007 2006 2005 2004 2003 2002
£'000 £'000 £'000 £'000 £ 000 £'000 £'000 £000 £'000 £'000
Share captal 14,558 14,558 14,558 14,558 14,558 14,558 14,558 14,558 14,558 14,558
Share premium 42 42 42 42 42 42 42 42 42 42
Reserves 187,118 144021 129 162 151725 153,400 128136 110,857 93,110 90,626 93,085
Shareholders' funcs 201,718 158 621 143,762 166 325 168,000 142,736 125457 107,710 105,226 107,685
Statistics 201 2010 2009 2008 2007 2006 2005 2004 2003 2002
(Overseas sales as a
percentage of oial sales 94 9% 94 1% 93 4% 94 0% 93 5% 935% 93 3% 93 1% 91 3% 90 7%
Basic earnngs per share 88 Op 316p 93p 459 359 419 34 9p 22 1p 197p 20 9p
Proposed dvidend per share 350p 17 6p 7 76p 25139p 22 87p 2178p 19 80p 18 00p 16 70p 1590p

Notes

1 For the year 2005 and omwards, the financial statements have been prepared under adopted IFRS Fnancial statements for the years prior to 2005 were prepared under UK

GAAP and have not been adjusted to adopted IFRS

2 The results and basic earnings per share for the years 2007 to 2011 exclude the exceplional items These were 2007 and 2008 pension curtailment credits (2007 £19 5m

2008 £1 3m}, 2009 redundancy costs (£4 1m), 2030 imparment wiite down {£1 7m), and 201 reversal of Imparment write down (€1 7m)




Renishaw first exhibited in China in the 1980s and now 1t is the largest market
for Remishaw at 19% of turnover.

Fold out this page to take a closer look at our business in the Far East
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FOCUS ON THE FAR EAST

As early as the 1980s, Rerishaw first recognised the potential of the Far East

markets, opening a subsidiary office in Japan and also exhibrting products in China
In 1993 the Company established a subsidiary office in Hong Kong. This initiated a
programme of investment that has grown steadily ever since

In 1994 we opened offices and subsidiaries in Beying
and Singapore In 1999 we invested in Korea ~ a country
that was then making huge stndes n advanced
technology We then invested in Taswan (another fast
moving ecenomy) in 2000, Austraha in 2001, Thailand and
Malaysia in 2006 and Indonesia in 2008 In 2005 we were
among the first to open a 100% foreygn-owned trading
company in China, when we established a subsidiary n
Shanghai We continue to invest in high qualty sales and
service operations, and now have nme offices across
China, where we will soen have over 100 employees

The growth expenenced in China has been truly staggenng,

and 1n 2011 accounted for 19% of total group sales
No longer home te pnimanly cheap and cheerful goods,
China has grown up Fast In the years since 1993 it has
become the World's Factory, the second largast global economy
Now China feads the world both in the manufacturing and
consurmption of cars and 1S also vigorously forging ahead in the

FOGUS ON
THE FAR EAST

aerospace Industry R&D s rapidly moving forward, fed by the
endless graduates emerging from staie-of-lhe-art universities
throughout the region Local manufacturers are constantly
being pushed up the value chawn, with their high-tech products
topping western shopping hists as well as meeting China’s own
sky-rocketing needs China now aims to focus on and produce
geods of the highest qualty And this 1s very good news
for Renishaw

We foresaw China's exciting future To our great benefi,
we are now realising the potential here for our portfolio of
quality and process control products But we aren't along,
global interest and investment 1s widespread and steadly
Increasing as the West furns to China for growth It's widely
acknowledged that this makes China the most competitive
market on earth Fortunately, with inngvatien firmly at our core
and constant development 1n our sights, Renishaw looks
particularly well-placed to meet any competition head on




We foresaw China’s exciting
future and, to our substantial
benefit, are now realising the

potential for our portfolio of
quality and process control

products here.

INTERVIEW WITH JEAN-MARC MEFFRE, MD OF RENISHAW (HONG KONG) LTD

Q Based on your experiences, what differences
are there between Asian and European markets?

In 1988 | began working for Renishaw in France
and probing technigues were not well known We
had to selt a concept before we could sell a product
This was a steep and difficult learming curve for
potenhal users who were unaware of the benefils
Ten years later | moved to Hong Kong and faced
the same problem, but this time it was magnified
because manufacturing was mainly low-tech The
Chinese didn't need probes

Now, of course, all that has changed | believe
we're al the start of the kind of intensive automated
manufactunng seen 15 years ago in the West.

Q4 What are the main challenges you have had
to overcome?

Asia 15 a vast continent, very different both
In size and culture to Western countnes But
the benefit of being European i1s our hstoncal
understanding that different countnes have different
personalibies Ttus helps us better appreciate the
gaps between Eastern and Western culture and
behaviour We are aware that we must constantly
reman open to different ways of thinking and adapt
to different practices, always respecting other

people’s views What we mustn't do 1 try to /mpose
our ways upon a world they're not suited for

Renishaw has an excellent reputation in the
Far East for experhise and support for a host of
applications, and this 1s where | believe we can
make a real difference

@ How do the Chinese approach business?

| think Westerners have many rmsconcephions
about the Chinese, as the Chinese do of us
Time doesn’t have the same value here, 50, even
though things get done quickly, building long-term
retationships 1s what really matters This applies
whether a relationship 15 commercial or persenal
Once your company 15 accepted the Chinese are
trusteng and reliable busingss partners with a keen
sense of fair play Once a personal relationship
based on mutual trust and understanding develops,
you are accepted and you've made a very
canng fnend

Q s there anything that still surprises you about
the country?

Coming from Eurcpe, the sheer size of this
region and iis population s a constant surpnse
It's impossible to remain indifferent to the size of

the companies we dea! with, the speed at which
the country's infrastructure is being built and the
amazing progress that s achieved year on year

Q4 What's next for Remshaw in the regien?

Despite the tendency of most companies te
focus specifically on China, it's my behet that we
should dwversify and continue to build our presence
in other Asian markets Maving already proven
that being *first i” bnngs significant competitive
advantage i the market, we are already developing
our presence (n the rapidly growing economes of
Thailand, Indenesia and Vietnam

In this region, however, intra-trade takes
precedence over Western-led export, and all these
gconomies rely on China's perfermance China can
succeed onits strength 1n Asian markets, and 1S not
lpoking to the US or Europe exclusively to spurits
growth That s one of the compelling reasons for
believing in China's, and Asia’s, continuing success,
and for making the region an on-going pnonty for
Remishaw's sales and future growth
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