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This year has been a challenging one,
due principally to the global recession.
As a result, we have focused on cutting
costs, raising finance and reducing the
cost of borrowing. The diversity of our
geographies and markets continues

to support our strong operational base,
and we exit the downturn as a lean,
well-financed business with confidence
in our ability to grow market share.

Financial results

2009
fm Em

Turnover 1561 1947
Operating {loss)/profit {a 8} 76
Operating {loss)/profit before exceptional items {21} 0o
(Loss)/profit before tax and exceptional items {81) 53
{Loss)/profit before tax (13 6) 29
Net debt 179 372
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02 Overview

At a glance

Renold plc is an international engineering group,
producing a wide range of high-quality engineering
products and application solutions, operating in

20 countries worldwide. The principal activities

of the Group are the manufacture and sale of
industrial chains and torque transmission products.

Operating in diverse sectors

Basic Food
industries Palm oil, confectionery,
beverages

Mining, o, cement, steel

Construction Manufacturing
Off-road vehicles, lumber, Oniginal Equipment

major projects Manufacturers {OEMs), printing
Leisure Transport

Theme parks, major events Shipping, freight handling,

aerospace, mass transit

Infrastructure

Waste water plants,
escalators, underground
systems, power generation
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Sales - Geography

Renold has sales in 105 countries

— Europe 38%
—> Americas 35%
— China 3%
= India 5%
—> Other 19%

Renold Chain

Renold manufactures chain for many applications
Heavy duty, high precision, indoor or outdoor, clean or
contaminated, high or low temperature environments,
these are all in a day's work

The vast range of roller chains means that for most
requirements there is a Renold solution Our premier
brand, Renold Synergy, offers unbeatable wear and
fatigue performance, whilst the all-purpose range of
standard chain provides affordable reliability

Continuous research, development, innovation and
ingenuity has led to the production of more specialised
solutions such as Hydro-Service with its supenor carrosion-
resistant coating and the Syno range which sets a new
benchmark for chains requinng httle or no lubrication

In addition to a broad range of chains involving different
materials and platings, there 15 also a comprehensive
range of attachment chains

Conveying applications including theme park rides, water
treatment plants, cement mills, agricultural machinery,
mining and sugar production all rely on high-speafication
matenials and treatment processes used in Renold conveyor
chains Lifting chain from Renold also features onone in
three fork Iift trucks produced worldwide

Behind every conceivable industry Renold 1s working hard
at delivenng performance and increasing productivity

Renold Torque
Transmission

Renold Torque Transmussion (TT) provides a complete range
of worm gears, helical and bevel helica) drives and the
widest range of coupling solutions in the world ranging from
fluid couplings to rubber-in-compression and rubber of shear
couplings We manufacture custom gear spindles and gear
couplhings for the pnimary metals industry and we are
experts 1n providing bespoke gear solutions across industries
worldwide such as power generation, mass transit, people
movement, metals and materials handling

Our speciality 1s working alongside our customers, to design
and manufacture a solution to speafic application needs
Our design capability and innovation 1s recognised by
customers around the world and 1s utilised in customising
couplings to meet customers' specific requirements
delivering durability, rehability and long life for

demanding marnne and power applications

Also from Renold Torque Transmission is a range of
freewheel clutches featuring both sprag and roller ramp
technology Sprag clutches are used in a wide range of
safety critical applications Typical examples of these are
safety backstops on inclined bucket conveyor systems and
hold backs that can protect nders on some of the world’s
most thnlling roller coasters

We have manufacturing locations in the UK, US, South Africa
and China and world renowned brands We operate at the
leading edge of technology, producing innovative products
designed to meet customers’ exacting standards

Annual Report and Accounts 2010 Renold plc
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Chairman’s letter

Matthew Peacock
Chairman

Renold agile and able
to grow

Overview

In thus, my fourth year as Chatrman of your Board, | report on the
year ended 31 March 2010, a period in which the global economic
ensis resulted in the Group experiencing a very challenging
business environment

Group sales decreased by 20% to £156 1 milhon, with a significant
proportion of that decrease due to customer destocking This drop
in activity levels resulted in an operating loss before exceptional
items of £21 milhien and a loss before tax of £13 6 million (2009 -
profit of £2 g mithon) The second half year benefited from both
smproved activity levels and the impact of the majority of the cost
cuts and this resulted in a small operating profit before exceptional
items for this six month period We are now seeing sales and
order intake increase significantly and our current run rate gives
me grounds for optimism that as the economy recovers, we wiil
be a major beneficiary

In December 2009 we strengthened the Group's balance sheet by
raising £26 g millon net of expenses via a placing and open offer of
142 5 million shares at 20 pence per share Subsequently the Group's
net debt at 31 March stands at £17 9 million (2009 - £37 2 million)

The global downturn and the different phasing of sales and cost

reductions masks the progress made in reducing the cost base of
operations Afull £13 million planned reduction in these costs was
achieved by year end and this positions the Group well for the future

Strategy

The business has emerged from the last year in a strong position
The cost reduction targets were delivered to plan and the reduced
cost base will be maintained going forward

A significant proportion of the reduction in sales was the result of
customer destocking and, as this effect 1s dimimshing, we will see
sales reflecting underlying levels of demand in our end markets

In our traditional markets our focus 1s on increasing market share
by infilling product areas in which we are under represented Markets
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in Asia and the Americas, where our businesses are less established,
offer considerable opportunities to grow market share as well

as opportunities to achieve higher rates of sales growth in these
faster growing economies Our facilities in China and India give us
access to new regions which account for circa 30% of the global
market In addition, now that we are physically present in these
low-cost markets, we are In an excellent position to expand our
highly regarded product range into them We estimate that an
annual industrial chain market of eirca £400 million® exists In new
territories where we have a current market share of less than 1%

Our business covers a broad range of customers in diverse
geographies and sectors which, by reducing exposure to any
single market, normally provides for less business volatility

Following the acquisitions in China and India, we closed our
Polish facility This was completed in August 2009 and we
continue to evaluate and optimise our manufacturing footprint

Financing

In July 2009 we reached agreement to enter into a new three year
credit facility with The Royal Bank of Scotland plc and Fortis Bank
S A/NYV Interest rates were in line with market rates at the time
of the transaction but these rates reflected comparatively higher
margins over Libor compared to historical rates In December
2009, with the support of our major shareholders, we successfully
raised £26 g million net of expenses through a firm placing and
placing and apen offer of 142 5 million shares at 20 pence per
share £11 milhion from this fund-raising was used to repay and
cancel the term loan under this faciity with the remainder being
used to reduce net debt levels and increase headroom The Group
15 now well funded for the future

Your Board

1would particularly Iike to thank the Board for their support and
contribution this year For the Non-Executive Directors, it has
required a considerable commitment of time For the Executive
Directors, it has required a single-minded commitment to rapid
and difficult changes In January 2010 we appointed lan Griffiths
to the Board lan has extensive Board and operational engineenng
and manufacturing experience which make him particularly well
suited and he 1s welcomed to the Rengld team

Subsequent to the year end, Peter Bream has advised the Board
that he intends to leave Renold in order to accept a position with
another company 1 should like to thank Peter for his contribution
to the improvements over the last four years in the strategic
position and the financial performance of Renold A process to
appoint a finance director 1s engoing and an announcement will
be made in due course

Outlook

Qur brand 15 strong and we are competitive in all segments

of the price/performance pyramid The prime focus for 2010/ 15 to
ensure a robust return to profit and to capture and realise growth
opportunities The final quarter of 2009/10 revealed an encouraging
trend in sales growth which has continued into 2010/1 Whlst sales
visibility 15 still unclear, the sfrong start to the year leaves the
Company well placed vel upon expectations

e\
e

Matthew Peacock
Chairman

150urce management estimate
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Solutions for diverse

market sectors

The resilience and robustness of Renold is derived
from the quality and superiority of our technical
products, with the expertise of our applications
and solutions and also the diverse sectors we
serve across the world. Here is a small sample

of what we do best.

Basic industries

Food

Capital expenditure wins orders
The successful completion of an export order

destined for the new coal mine being built at Moatize,

Mozambique, by Vale of Brazil, stands as testament
to expedient capital expenditure The order consisted
of 28 spiral bevel helical gearbox drive packs, ranging
in s1ze from 9o Kw to 600 Kw

These were all designed and manufactured by
Renold in South Africa Manufacture was only made
possible by the recent installation of gear grinding
and support equipment Increased lifting capaaty

in the form of a new 25 ton overhead crane was vital
in the assembly of the larger drive packs

In addition, the sampling plant conveyors at this

new mine are being driven by Renold e-PM gearboxes
manufactured by Renold Torque Transmission in

the UK

A second gear grinder, capable of grinding up to
two metre diameter gears, 1s in the process of being
commussioned, and will greatly enhance the prospect
of Renold being able to win a significant share of the
larger capital project and gearbox refurbishment
market in Africa
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Renold’s market-leading performance

In the farge and fast-mowving global market sector of
canning, UK based Brooks Limited has developed a
worldwide reputation for service and reliability with
all leading sector coampares, which process household
name drinks Brooks specifies Renold chain because
of its demonstrable market-leading performance in
what 15 a high-temperature, high-speed, high-duty
application the world over Advances in Renold chain
design and specification have ensured that many
Brooks’ customers are now benefiting from improved
machine efficiencies by specifying maintenance-free
Renold Syno chaing

Construction

The bigger the better

Renold Chain in the US needed to think g for

a major dam construction project Twelve gates
were needed, each gate having two chains, 8o feet
long, with eight chain assembhes for each chan
Twelve flat bed trucks were required to ship to

the construction location The chain also had to
pass high speaifications for strength and corrosion
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Manufacturing

Transport

Strong performance in conveyor chain

O Kay Engineering 1s a market leader in the supply
of high-quality conveyor machines for a variety of
market sectors, supplying primanly the recycling
and material handling sectors In a competitive
market, O Kay has retained a strong order book,
with Renold Chain specified by them for many years,
giving their customers performance-confidence in
the conveyor chain which forms an integral part of
their conveyor machines

Leisure

Power supply for FIFA World Cup sites

Renold Hi-Tec couplings are being used by the supplier
of temporary power for broadcast and technical
services at the FIFA World Cup 1n South Africa

The couplings will be used to connect the engine to
the alternator which provides broadcasting power

in all ten World Cup stadium venues, the International
Broadcast Centre and FIFA headquarters Toensure
the broadcasting of all 64 matches to aver three billion
people worldwide 15 trouble free, the Renold rubber-in-
compression coupling has been chosen for these
generator sets

The coupling 1s a reliable, fail-safe design which
ensures that the drive 1s always maintained between
the engine and the alternator and therefore that the
power supply 15 conttinuous The RB also tunes the
torsional vibration system which ensures low vibratory
loads in the driveline and maximuses the life of the
driveline components Renold Hi-Tec has supplied
couplings to customers for various projects around
the world and so was the obvious choice for this
high profile, prestigious contract where loss

of power 1s not an option

New station links ferry, subway and
bus services

Renold TT has supplied seven TW Series assemblies
to drive all of the seven escalators in the new South
Ferry subway station in Lower Manhattan, New York
City Various sizes were supplied varying dependent
on the rise of the escalators

South Ferry subway station is the first subway
station to open in New York City for 20 years

The multr million dollar project has made many
operational improvements to the existing station,
originally built in1gos This Includes multiple exits,
seven escalators, two elevators and alse an expanded
platform The new station links the ferry, subway

and bus services and 15 key to the redevelopment

of Lower Manhattan post g/11

Infrastructure

Melbourne underground escalator chains

Renold Australa staff have been working with the
Melbourne Underground maintenance companies
over the past few years to evaluate and improve
escalator chain hife

As a result, Renolube escalator chains are being
progressively installed in the Melbourne Underground
Metro System which has 55 escalators after assessments
by the customer and an independent consultant have
confirmed the finanaial attractiveness of these chains
due to their very low maintenance requirements and
longewity Our new wear monitor systern 1s about to
be installed on sorne of the chans for those escalators

Annual Report and Accounts 2010 Reneld ple
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1 » Operating in diverse sectors

Renold products can be seen in applications
as diverse as cement making to chocolate
manufacturing, stopping tidal waterways to
fork Ift trucks In fact anywhere something

needs to be lifted, moved, rotated or conveyed,

a Renold product is there to carry out the

approprate function reliably and effectively
Renold 1s known by name throughout many
sectors of industry and 15 the natural choice

for the customer

2 ¢ Geographic reach

In every carner of the globe, wherever there

15 Industry, Renotd can be found erther through

strong manufacturing presence {Americas,
Europe, China, India and Australasia} or
through its owned national sales companies
or through the hundreds of distnbutors

and agents willing to stock and market the
strength of the real brand

Renold plc Annual Report and Accounts 2010

Diverse reach

3 o Market access for Renold products

The wide geographic spread of the Renold
orgamisation puts us in a unique position

in the power transmission industry to grow
the business The combination of low cost
standard duty products out of Chuna, higher
specification products from India and top
of the range offenings from our traditional
US and Europe manufactuning gives the
opportunity to provide solutions for every
apphcation and cost point in all markets
The additional growth opportunities in the
high Chinese and Indian internal markets

add further value
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Chief Executive’s review

Robert Davies
Chief Executive

During Renold'’s 130 year
history we have weathered
a number of recessions
and believe we have
emerged from this one

in a strong position

Overview

Aganst the backdrop of the global econamic cnsis last year

the business faced many challenges but, following decisive
management actions we delivered on the restructuning targets
we set at the start of the year which meant by the second half
year we made an aperating profit before exceptional iterms

The first half of the year was subject to very difficult market
conditions and resulted in an operating loss before exceptional
items of £2 1 million for the full year We aggressively cut our cost
base and achieved a 27% reduction 1n headcount and by the year
end we achieved ongoing savings of £13 million As atemporary
response to reduced levels of actwity reduced hours of working
were implemented in most facilires and agreement was reached
to implement a 10% reduction in pay for all members of the
Board, the semor management team and most staff with

effect from 1 April 2009 until February 2010

These actions significantly reduced our cost base and,
although they only partially ritigated the impact of the
reduced contribution resulting from lower sales revenues,
resulted in a small operating profit before exceptional items
being generated in the second half year

Caprtal expenditure was constrained during the year but given
the low sales demand the need for additional expenditure was
also reduced However, essential maintenance, health and safety
and projects with a short payback penod were approved and,
following the fund-raising in December 2009, approval was given
for a Group-wide enterprise resource planning (ERP) project which
will facilitate further cost and inventory reductions

Our belief i1s that the reduction in demand we experienced in the
year was the result of both reduced demand from end-customers
but also significantly the result of destocking as all businesses
responded to uncertain future demand levels and pressure on
working capital Inthe second half of the year we saw a gradual
and progressive improvement intrading conditions as destocking
started to end We are not anticipating restocking in the near
term but the end te destocking alone will have a matenally
positive iImpact on future results

The £26 g million {net of expenses) fund-raising 1n December
2009 has significanily reduced net debt and will save £2 million
per annum In interest costs Theimproved strength of the
balance sheet also means we can fund growth

The ongoing integration of our operations in China and India
enables us to optimise low cost manufacturing opportunities
and also increases access to those markets and other lower
cost product opportunities

QOur employees deserve recognition and thanks for their
acceptance and support for the cost reduction measures which
were necessary dunng the year | believe their continued efforts
and their commitment will be reflected in next year's results

Renold Chain

Renold Chain was severely impacted by the global recession not
only for underlying demand reduction but alse by destocking by
both our distribution and OEM customers The resultant year on
year reduction in sales was approximately 29% (28% at constant
exchange rates) We acted quickly to mitigate the financial losses
Headcount reduction was imtiated 1n the third quarter of
2008/09 and was largely complete by the fourth quarter of
2008/g The Polish facility was closed down 1n 2009/10 In order
to further improve customer focus we realigned Chain into three
geographical regions These are Europe, the Americas, including
India and China, and Australasia All these regions were impacted
but specific countries including Australia, India and South Africa
suffered far less than most from the recessionary pressures

By the summer of 2009 the sales decline had bottomed out

A steady increase in orders started in the third quarter of 200g9/10
and gathered pace in the fourth quarter and this improvement

1s expected to continue in the near term There 1s ittle ewidence
of restocking but customers are reporting they are no longer
destocking or at least have a speafic date when they expect

to start placing orders that matches their own demand level
Encouragingly we believe we have been able to take market share
dunng this downturn This has been apparent within the large US
distribution market and also our Chinese facility acquired in 2007
has won business frorm other Chinese competitors Our Indran
bustness (acquired in September 2008) contributed for a full year
and benefited from the strong Indian market particularly towards
the end of the year

Annual Report and Accounts zo1o Renold pk
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Chief Executive’s review
continued

Market penetration

Within the chain industry Renold 1s recognised as a global
market leader with excellent brand recognition and a reputation
for delivering technical solutions This 1s something we have
earned over the years of trading and 1s an invaluable asset to
achieve the growth plans for the coming year Despite being
market leader in Europe, as well as Australasia and India, there are
areas of the European market where we are under-represented
and part of the restructuring programme this year was aimed

at being able to increase our penetration of these areas Similarly
we are one of the top three suppliers in North America We have
relocated manufactunng of some products into our existing
facility in Morristown, Tennessee, which 1s aimed at gaining
market share and a more efficient use of working capital

Technical innovation

Despite the relative maturity of the industry, our work with
key customers nas resulted in a number of new solutions
toold problems We have develcped Smart Chain technology
to measure system dynamics, enabling improvements to drive
efhaency which enables real cost reduction for our customers
Additionally we have maintained our initiative to produce a wider
range of engineering solution preducts aimed at specific
applications This includes lubrication free chains, which
contribute to both lower maintenance costs and a cleaner
environment Our engineers use state of the art 3D design
technology connected to a global engineering system,
enabling teams to work round the dock on time entical
projects To further increase our support of the customer,

this system 15 bemng linked to the new Group-wide ERP

system that will be introduced during this year

Renold Torque Transmission

Renold Torque Transmission provides engineering couplings,
gearboxes and loose gears praducts to speafic targeted markets
Whilst some of these markets have seen a downturn this was less
marked than in the Chain Division This 1s primarily because of the
lack of inventory in the system but also because of large mass
transit contracts which continued unaffected by the recession
The routes to market for Renold Torque Fransmission products
are less diverse than Chain and projects have longer cycles This
led to the recessionary pressures not only being less severe but
impacting later in the financiat year

Power generation has continued to be a strong industry sector
over the last year Renold Torque Transmission supples to most
markets in the sector For example, we supply torsionally flexible
couplings for use 1n vanabie speed fans in new power stations
built in India, and for station upgrades in the US We also provide
gear boxes for preheaters 1n new stations in India and China,

as well as worm and wheel gear sets for coal pulvenisers around
the world

Temporary power 1$ often provided using diesel generator sets
and this 1s a growing market Cur technology has been successful
in these applications and we now supply couplings to some of
the largest companies in the industry The growth 1n this sector
Is expected to continue in the coming year Our couplings have
helped provide power te the Vancouver Winter Clympics and
will help with this summer's FIFA World Cup in South Africa
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We also supply product into the renewable energy market
wath our sprag clutches being used in wind turbines and our
gear couplings In power generating waste processing plants

The supply of couplings and gear boxes for use \n mass transmit
propulsion systems has kept the people movement sector strong
for Renold Torque Transmission this year New contracts have
been won and the pipeline is robust Additionally, our gears
products are used extensively in escalator drives for demanding
apphcatians by Londen Underground and New York City

Transit Authonty

Investment in additional capacity and capability in South Africa
has enabled us to provide a comprehensive service to our local
customers, pnimanly mines, for gear boxes and couplings This
business has been strong in the refurbishment and reparir of gear
boxes and has not been impacted by the slowdown elsewhere

in the world

Going forward, the recavery in the oil, mineral extraction and
metals processing industries should provide an increase in
demand for all Renold Torque Transmission products

Going forward

Qur torque transmission products are largely bespoke and part
oflong term projects Consequently in the downturn our Torque
Transmisston business was more robust than the Chain business
because of these longer term contracts and the support of
Infrastructure spending The Chain business 1s a more economucally
sengibive business which, despite a broad geography and wide
range of praducts and end markets, suffered sigrmificantly from
the move to reduce the level of inventory in the system The Chain
business I1s a mix of OEM and maintenance applications which
cover both relatively competitive, high volume products and
highly specialised, lugh margin, lower velume products

The finanaial statements include for the first time separate
reporting of these two segments which should provide additional
clarity both as to the value Iin our existing businesses but also the
opportunity The financial returns fram the Chain business at

the current levels are unacceptable but much has been done in
reducing the cost base This in conjunction with high operational
geanng, will both capture the upturn in market volumes and
allow the integration and addiion of new lines wathin the
existing capaaty and under the Renold umbrella

Implementing the changes to our business model in the last
two years has been challenging but essentral to weather the
recession The majority of the £13 million reduction to the cost
base 1s expected to be retained even allowing for this year's
sales growth The market share gains made this year and the
opportunities provided by our relatively new Chinese and Indian
facihties position us well to take advantage of the recovery
Renold exits the downturn with alean, well financed business,
which will facilitate market share growth
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Finance Director’s review

Peter Bream
Finance Director

Our performance

Overview

The financial statements of the Group have been prepared in
accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Unmion The financial
statements of the parent company, Renold plc, have been
prepared under UK Generally Accepted Accounting Principles
(UK GAAP) and are included on pages 75to 85

Revenue

Revenue for the year ended 31 March 2010 decreased by 20%

to £1561 millian compared to the preceding year Revenue in the
second haif year, at £80 6 milhon, was 7% higher than in the first
half year At constant exchange rates, sales for the full year were
down 25% on the preceding year and sales n the second haff
year were down 21% on the same period for the year ended
31March 2009

Operating result

The operating loss before exceptional items was £21 million
{2009 - profit of £10 0 million) The second half year generated
an operating profit before exceptional items of £o 2 million
{2009 — second half year profit of £4 o million} This deterioration
in the full year result was a consequence of lower sales levels

Exceptional operating items resutted m a £2 7 mithion charge for
the year ended 31 March 2010 {2009 - £2 4 million) These costs
were incurred to accommodate the lower activity levels resulting
from the global recession Further details of the exceptional
items are given in Note 2(c) to the financial statements

Financing costs

Total net finanaing costs increased to £8 8 million (2009 -

£4 7 milion) Net finance costs excluding exceptronal refinance
costs and 1AS 19 charges fell to £2 2 million {2009 — £2 g million})
All of the remaining costs {£o 2 milllon} associated with the
rebanking in February 2007 and the exceptional costs (£2 8 million)
associated with the refinancing during the year ended 31 March
2010 have been expensed The net interest cost on penston plan
balances and the expected return on pension plan assets was
acharge of £3 8 million (2009 — £1 8 million} principally as a
consequence of the assumption of lower expected investment
returns on lower opening pension plan asset balances

Result before tax

The loss before tax and before exceptional rems was £81 million
(20049 — profit of £5 3 million} Loss before tax after exceptional
items was £13 6 million {2009 - profit of £2 g million)

Taxation

The tax credit of £3 g million (2006 —charge of £0 8 million)
represented an effective rate of approximately 29% compared
to 28% for the year ended 31 March 2005

Group results for the financial perniod

The loss for the financial year ended 31 March 2010 was £9 7 million
(2009 — profit £2 1 million), the basic loss per share and the
diluted loss per share was 8 op (2009 — earnings 2 8p) The basic
adjusted loss per share and diluted adjusted loss per share

was 1 4p (2009 —earnings 73p)

Balance sheet

Net assets at 31 March 2010 were £44 8 million (2009 - £401 million)
The net hability for retirernent benefit obligations was £56 8 million
(2009 ~ £44 1 million} after allowing for a net deferred tax asset
of £16 2 million {2009 ~ £11 0 million} Ofthe £73 o mullion net
retirernent benefit obligation before deferred tax, £23 2 millien
arnises in respect of non-UK unfunded schemes, which are not
required to be prefunded {see Pensions on page 12}

Cash flow and borrowings

Operating cash inflow was £0 g million (2009 — £11 million)
Payment for purchase of property, plant and equipment was

£33 million (zo009 - £5 5 millon) Group net borrowings at

31 March 2010 were £17g million (2009 — £372 m||||on§ comprising
cash and cash equivalents of £73 million (2009 — £11 3 million}
and borrowings, including preference stock, of £25 2 milion
{2009 — £48 5 miilion}

Net bormwm%s at 31 March 2010 were fower than at 31 March
2009 pnincipally as a result of the £26 9 million net inflow from
the share 1ssue tn December 2009

Share i1ssue

In December 2009, the Group raised £26 g million after expenses
through the completion of a firm placing and placing and open
offer of 142,500,000 new ordinary shares at 20 pence per share
{see page 86 for further details)

Bank facility

On 13 July 2009, the Group reached agreement to enter into a
three year bank facility with the existing syndicate members led
by The Royal Bank of Scotland plc, with Fortis Bank SA/NV as a
particaipant and the key terms of this new facility were effective
from 13 August 2009 The key terms were a Multi Revolving Credit
Facility {MRCF} of £20 o million and a Multi Currency Term-Loan
Facility {MTLF) of £11 0 million, with both facilities expiring on

30 June 2012

This facility was amended in December 2004 following the successful
share 1ssue {see Note 18) with the repayment and cancellation

of the £11 o milhon MTLF and certain financial and non-financial
covenants were relaxed The remaining £20 0 million MRCF 15 the
Group’s principal credit facility although the Group also benefits
from numerous overseas facilities At 31 March 2010 the Group
had unused committed credit facilities totalling £20 5 million

Annual Report and Accounts 2010 Renold plc

MIIATI 553UIsnyg



MalAal ssaUIsng

12 Directors’ report — Business review

Finance Director’s review
continued

Contracts essential to the business of the Company

The section on Contractual or other arrangements essential

to the bustess in the Statutory Information section on pages 29
to 32 of the Directors’ report 1s iIncorporated by reference here

Treasury and financial instruments

The Group treasury policy, approved by the Directors, I1s to manage
its fundm? requirements and treasury risks without undertaking
any speculative risks Note 24 to the financial statements provides
details of financial instruments The Group maintains a mix of
short and medium term facilities to ensure that it has sufficient
available funds for ongoing operations A major exposure of the
Group earnings' and cash flows relates to currency nisk on its
sales and purchases made in foreign (non-functional) currencies
To reduce such risks, these transactions are covered pnimanly

by forward foreign exchange contracts Such commitments
generally do not extend more than 12 months beyond the
balance sheet date, although exceptions can occur where longer
term projects are entered into To manage foreign currency
exchange risk on the translation of net investments, certain
Dollar denominated borrowings taken out in the UK to finance
US acquisitions had been designated as a hedge of the net
investment in US subsidiaries At 31 March 2010, this hedge has
been determined to be ineffective and revised arrangements
have been putin place The carrying value of these borrowings
at 31 March 2010 was £8 5 million {2cog — £9 1 million)

Borrowings 1ssued at vanable rates expose the Group to cash flow
interest rate nsk and borrowings issued at fixed rates expose the
Group to fair value interest rate nsk The Group reviews the mix of
fixed rate and floating rate debt and, during the year, had interest
rate swaps to manage part of this exposure

At 31 March 2010, the Group had 4% (2009 - 3%) of Its gross debt
at fixed interest rates However, the intention s to enter into
further interest rate swaps to increase the proportion of debt at
fixed rate Cash deposits are placed short term with banks where
security and [iquidity are the pnimary objectives The Group has
no significant concentrations of credit sk with sales made to a
wide spread of customers, industries and gecgraphies Policies
are In place to ensure that credit nsk on indvidual customers 1s
kepito a minimum

Pensions

The management of the Group’s UK pension schemes continued
to be a focus and action was taken All schemes were closed to
new entrants in 2002 However, the continued growth of the
defiat due to longevity and the performance of the financial
markets required action to imit our future anticipated nisk
Pensions will continue to be an area of proactive management

Accordingly, we closed the Renold Supplementary Pension
Scheme (RSPS) and the Jones & Shipman plc Retirement Benefit
Plan (J&sS) to future accrual from 1 August 2008 After a full
consultation process, the main pension scheme, the Renold
Group Pension Scheme (RGPS), was also closed to future accrual
on 1June 2009 The new arrangement 1s the Renold Personal
Pension Plan, a defined contribution plan which1s administered
by Fidelity International

Information on the Group's pension schemes Is set out in Note 17
to the finanaal statements, including the key assumptions used
by the actuary in arnving at the 1AS 1g funding position The gross
pension assets and liabilities and resulting gross and net defiaits
are as follows

1Being operating profit before exceptional tems on revenue from
continuing operations

Renold plc Annual Report and Accounts 2010

2010 2009
Assets Labilities Deficit  Assets Liabilities Defiat
£m fm £fm fm im im
UK schemes
-funded 1477 (974) (497) w07 (578 (79
Overseas schemes
~funded 175 [196) (21 156 (n6) (60)
- unfunded - (22 (n2) - (220} {220)
652 {2382 (;30) 1463 {2014} (551)
Deferred tax asset 162 no
Net deficit (56 8) (a4 )

Dunng the year ended 31 March 2010, the assets of the funded
schemes improved by £18 g mullion, but this was more than offset
by an increase in the valuation of funded liabilities by £37 6 mullion
due{o a reduction in the discount rate of 13% for the UK schemes
and o 6% for the overseas schemes and consequently the net
deficit of the funded schemes increased by £18 7 million

The overseas deficit comprises £21millien at 31 March 2010

{2009 —£6 o million) In respect of funded defined benefit schemes
and £21 2 millron (2009 ~ £22 © millon} relating principally to the
unfunded German scheme which, as s common in Germany, 1s a
“pay as you go” scheme that Is not required to be prefunded There
15 no obligation for deficrt funding payments for this type of scheme

There are three UK defined benefit penston schemes (i} the main
scheme, which 1s the RGPS, {i1) the RSPS, and (in) the J&S The
status of these schemes at 31 March 2010 1s summarised below

RGPS RSPS J&S  Total

As at 31 March 2010 fm £m fm £fm

145 1g habilities (1295} (338) (341} hoy4)
Market value of assets G22 241 34 1477

Defiat/surplus on 1AS 1g basis {373} (97 (27} {497
Annual defiat reduction payment

{based on funding valuations) 16 o5 - 21

Total members {approximately) 4,852 13 ag8 5,963

The assets and liabilities in the balance sheet include a net

15 million asset at 31 March 2010 {2009 — £mil) in respect of a
closed South African defined benefit pension scheme The Group
has recognised that element of the penston surplus within that
scheme which It expects to be repaid to the Group after expected
additional payments to pensioner members are taken into
account Further details on the Group’s pension schemes are
given in Note 17 to the financial statements

Principal nisks and uncertainties

Risk 15 inherent in our business activities We take steps at both

a Group and subsidiary level to understand and evaluate potential
nsks and uncertainties which could have a material impact on our
performance in order to mitigate them Accordingly, a risk aware
environment 15 promoted and encouraged throughout the Group
Details of the principal risks and uncertainties are set out below

External market

Economic and polttical nisks

We operate In 20 countries and sell to customers in many more
While benefiting from the opportunities and growth in these
diverse terntories, we are necessanly exposed to the economic,
political and business risks associated with international
operations such as a global recession, sudden changes in
regulation, imposition of trade barniers and wage controls,
secunty nsk, hmits on the export of currency and volatility

of prices, taxes and currencies Qur diversified geographic
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footprint mitigates against exposure within any one country in
which we operate, although we are still exposed to global events

In particular, as we have recently experienced, the risk from global
recession is significant The recession has resulted in both lower
orders and less forward visibility of, and greater volatility in, future
orders as industnes react to the global downturn by destocking
and reducing output We take actions with the objective of
reducing costs and cash outflow whilst maintaining flexibility

Like many other companies, despite these actions the financial
performance and position of the Group has been adversely
affected The Group s now better positioned in the event of a
second global recession but would not be Immune to the effect

Raw matenal prices

The Group's profit and cash flows are impacted by the price

ot its principal raw material, steel, which in recent years has seen
considerable price volatility driven by global market conditions
outside the control of the Group Where contractually possible,
we pass price increases on to our customers but this ability 1s, to
some extent, dependent upon market conditions There may be
periods of time in which the Group 1s not fully able to recover
Increases in the cost of raw matenals due to the weakness in
demand for its products or the action of its competitors During
periods in which prices of raw matenals fall, the Group may face
demands from 1ts customers to reduce its prices or experience

a fall in demand for its products whilst customers delay orders
in anticipation of price reductions All of these factors could
have a material adverse effect on the Group’s business, financial
condition, prospects, customer retention and results of operations

Operational

Operational problems

The Group’s profits and cash flows are dependent on the
continued use of its various facilities Operational risks include
equipment fallure, failure to comply with applicable regulations
and standards, raw materals suppf{(dlsruptlons, labour force
shortages, events impeding or increasing the cost of transporting
the Group's products and natural disasters Any disruption of the
manufacturing processes can result in delivery delays, interrupt
production or even lead to a full cessation of production If
production is interrupted, customers may decide to purchase
products from other suppliers The Group has insurance cover

to mitigate the impact of a number of these nisks

ERP system implementation

The Group 15 presently implementing a global ERP system to
replace numerous legacy systems This change 1s expected to
improve customer service and to faalitate further cost and
inventory reduction However, an unsuccessful implementation
could seriously impede the Group's operations with results which
could have a material adverse effect on the Group's business,
financial condition, prospects, customer retention and results

of operations To mitigate this nisk the Group is making extensive
use of external consultants, the implementation 1s taking place
in phases and a thorough project plan is in place with agreed
milestones reviewed by the Board

Health, safety and the environment

Rewvision of environmental legislation in various countries takes
time and we manitor this at a local level in order to anticipate the
effect on our businesses and customners Unforeseen legislative
changes may increase manufactunng costs but we believe that
they can also drive change to make operations more efficient

Product ability and warranty claims
As a result of the nature of the products manufactured, we
face the inherent business risk of exposure to product failure

and warranty claims in the event that a product fails In orderto
mitigate these nisks, where possible, we maintain product hability
insurance In order to mitigate the nsk of warranty claims for
property damage or consequential losses, we have adopted a
policy of contractually imiting liability, where possible

Financial

Liquidity

Inthe present economic climate, all companies face risk in relation
to the avallabity of debt to fund their ongoing operations In
order to manage this nisk, the Group maintains a mix of short

and medium term facilities to ensure that it has sufficent funds
avallable During the year ended 31 March 2010 the Group entered
into a new facility with its main lenders which 1s described under
the Bank facility section an page 1 of this report This facihty

was amended following the successful share 1ssue which raised
£26 g million net of expenses in December 2009 Cash deposits
are placed short term with banks where secunty and hquidity

are the primary objectives

Foreign exchange risk

The Group has operations In 20 countries and sells into many
more with the result that two forms of currency nisk, transactional
and translational exposure, arise

« Transactional exposure A major exposure of the Group earnings
and cash flows refates to currency risk on 1ts sales and purchases
made in foreign (nen-functional) currencies To reduce such
risks, these transactions are covered primarily by forward foreign
exchange contracts or cash flow hedges Such commitments
generally do not extend more than 12 months beyond the
balance sheet date, although exceptions can occur where
longer term projects are entered into

Translational exposure Translational exposure arises due to
exchange rate fluctuations in the translation of the results of
overseas subsidiaries into Sterling To manage foreign exchange
currency nisk on the translation of net investments, certain
Dollar denominated borrowings taken out in the UK to finance
US acquisitions had been designated as a hedge of the net
investment in US subsidianes These have been determined as
ineffective at 31 March 2010 and revised arrangements have
been put in place

Interest rates

Borrowings at variable rates expose the Group to cash flow
interest rate risk and borrowings at fixed rates expose the Group
to fair value mnterest rate nsk The Group reviews the mix of fixed
and floating debt and intends to use interest rate swaps to
manage part of this exposure

Pensions

Estimates of the amount and timing of future funding obligations
for the Group’s pension plans are based upon a number of
assumptions including future long term corporate bond yields,
the actual and projected performance of the pension plan assets,
legislative requirements and increased longevity of members
Inthe year ended 31 March 2010, decreased bond yields have
increased the deficit The Group continually reviews nisks in
relation to the Group's pension schemes and takes action to
mitigate them where possible While the Group 1s consulted by
the trustees on the investment strategies of its pension plans,
the Group does not have direct control over these matters as
trustees are responsible for the pension strategy

Key performance indicators

The Group's key performance indicators are set out in the
Statutory Information section of the Directors’ report on page 29
and are incorporated by reference here
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Responsibilities

We belteve that consideration of corporate social responsibility
15 integral to ensuning the protection of the long term interests
of our shareholders

The Board has overall responsibility for corporate social
responsibility, including envircnmental policy and health and
safety matters, with the Chief Executive taking leadership
responsibility with direct lines of reporting from operational
heads and the Head of Operations Europe, who 1s responsible
for the management of Group health and safety

Ethics

Within the dynamic global business envirenment, we expect
our employees and business operations to conduct themselves
ethically and to be honest, fair and courteous in their dealhngs
We expect staff to be treated equally regardless of age, race,
religion, sex or sexuality

It 15 our policy not to engage in unethical conduct, bribery or
corrupt practices Renold will respect the culiure of the countries
within which it operates and will operate in accordance with the
best practice of those countries

In conducting 1ts business, integnty underlies all Renold
relationships, including those with customers, suppliers and
communities and among employees

The highest standards of ethical business conduct are required
of our employees in the performance of their responsibilities
Employees may not engage 1n conduct or activity that may raise
questions as to Renold’s honesty, impartiahty, reputation or
otherwise cause embarrassment to the Group

Our employees are required o nerther offer nor accept
improper gifts, hospitality or paymenis

Every Renold employee has the responsibility to ask questions,
seek guidance and report suspected viclations of this
ethics statement

From April 2010, a free of charge, independent whistleblowing
hotline has been available to all employees across the Group
enabling them ta report any concerns about theft, fraud and
other malpractice in the workplace

Employees

We rely on the motivation and dynamism of our employees to
drive forward our business Talent 1s key to our success and we
therefore aim to attract and retain motivated, effective people

This year has been a tough year for the global economy Against

this backdrop, however, the following activities have been
progressed across the Group

Renold plc Annual Report and Accounts 2000

Developing capability

Although we have cut back on formal training, we still believe
it essential to mammtain our skill pool A good example of this
in the UK 1s apprentice training At our Milnrow factory we
have an apprentice training school with a range of plant and
equipment for prachical training We also participate in other
youth programmes, such as work experience and work
shadowing, and haise closely with various universitres which
conduct relevant research

Developing our people

We have a formal process of succession and talent planning
which operates across the Group This is not only time and
cost-effective, but also motivational for our people In addition,
it helps with employee retention

Engaging our people

We have placed a strong emphasis on employee communications
and two way feedback and have developed our intranet systern
internally Ta support the principle of two way feedback, we have
launched an online appraisal system which has both an employee
and a manager focus

In addition, to ensure a Group dynamic and to aid internal
communications across the Group, we produce a newsletter
for our employees, Renold LINK, and have bulletin boards for
the electronic sharing of knowledge and information across
the world

Environment

We are committed to managing our activities to provide proper
levels of care and safety for the envirtonment and for our
customers and emplayees |n particular, we seek to develop and
manufacture products to minimise their environmental impact
as far as practicable, to co-operate with industry, government
bodies, suppliers and customers to develop and achieve improved
standards of enwironmental care, and to conduct our operations
in compliance with relevant statutory provisions concerning
environmental matters

In 2001 we introduced an ISO 14001 certified environmental
management system at our main chain production site in the
UK which recently received a further recertification Additionally,
we are In the process of introducing a similar system at our UK
manufacturing sites which we hope will receve full certification
during the year ended 31 March 2on

The Group 15 striving to reduce 1ts energy costs and the impact
on the environment With this aimin mind, there have been

a number of energy saving initiatives during the year ended

31 March 2010 and we are in the process of developing a Group
energy saving database to allow sites to exchange 1deas and
spread best practice

Many of our sites have programmes in place to replace old
nefficient switch start hghting with the latest high frequency
lighting and monitoring equipment, both lux and occupancy
sensors, to ensure that ighting illuminates areas only

when required
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A key project at one site was to update the ighting/heating
management control system to a user friendly PC based system
These facilities are therefore being used more inteligently and
energy consumption 15 reduced as a consequence

Angother site 1s to implement a ducting system from arr
compressors enabling the heat to be transferred into the factory
which previously had been exhausted to the atmosphere

Potential for improvements remain and we will continue to
explore further energy saving and environmental projects in
the future

Health and safety

Renold continues to place a very significant prority on its
responsibility for health and safety and the environment (HSE}
and 1s committed to providing a safe workplace for all its
employees and those affected by its activities

The Group aims o achieve zero acaident and inaident levels by
identifying and ehminating occupational health hazards and
raising awareness at all levels We also work closely with our
Insurers and communicate major incidents and any consequent
improvements implemented across the Group to help promote
best practice standards

During the year ended 31 March 2010, we have seen a positive
trend in our acaident statistics with a general reduction in the
average reportable index rate within the Group We believe
that a good part of this improvement 1s down to the proactive
measures that have been taking place within the sites such as
additional training and communication

Sites that had a higher number of reportable incidents were
tasked to prowide specific HSE plans to highlight areas which
require particular attention so that resources could therefore be
directed accordingly The sites are using these plans toimprove
HSE standards within their organisations and are monitored on
aregular basis

The Board regularly reviews health and safety performance
and ensures that, where any 1ssues are identified, they are
prompily addressed

Research and development

The Group has taken a leading role in the industry for more than
a century and chairs the ISO Committee for chain as well as
being active on other standards commuttees such as BS and DIN
Renold invented the bush roller chain inverted tooth chain and
the modern sprocket tooth form which was freely given tothe
chain industry in order to ensure standardisation

Community

We aim to be a part of the communities in which we work and,
as such, seek to assist projects by providing non-financial support
We encourage volunteering and working with local educational
institutions 1n the promotion and raising of awareness of
engineering and manufactunng

India

Quality recognition

Renold Is delighted that its facility in India
which was acguired in 2008 has successfully
renewed its American Petroleum Institute {API)
accreditation for the next three years AP
accreditation 1s a prerequistte for supplying
product to the global ol and gas industry

At the same time their quality system has been
upgraded from ISOgoo 2000 te 1509001 2008
and they also achteved accreditation for
150/TS2g00 This is a great achievement and
we congratulate all the team n India on these
excellent results
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Board of Directors

Renold plc Annual Report and Accounts 2010

Matthew Peacock

Chairman

Matthew, aged 48, was appointed to the Board and became
Chairman in Septernber 2006 He 1s the founding partner of
Hanover Investors, a specialist turnaround investment firm based
in London Matthew has led investments for aver 1g years in,
amongst other sectors, manufacturing, outsourced business
services, cherrucals, financial services, textiles and logistics

Prior to this, he ran the International M&:A team 1n London at
BZW, having started his career at Credit Suisse First Boston, in
New York He holds a Masters degree in Law from Cambridge
University Matthew is also Chairman of Fairpoint plc and Singer
Capital Markets Limited, a London stockbroking and corporate
adwisory firm, and a Non-Executive Director of STV Group plc

Robert Davies

Chief Executive

Robert, aged 56, joined the Group in March 2004 and was
appainted Chief Executive in April 2004 He1s a member of the
Institution of Engineering and Technology and a Non-Executive
Director of Economue Solutians Limited His previous experience
includes his appointment as Chief Executive of GE Druck Holdings
Limrted, formerly known as Druck Holdings plc Prior to that, he
held a number of leadership roles at TRW, Lucas and General
Electric, including several years spent in the US

Peter Bream

Finance Director

Peter, aged 43, Joned the Group in July 2006 and was appointed
Finance Director in September 2006 He was Finance Director
of Provals plc, a UK listed company, for three years until March
2006 Prior to joining Pravalis, Peter was a divisional Finance
Director for APl Group ple Peter 1s a chartered accountant and
has an engineerning degree from Cambrnidge University

David Shearer

Senior Independent Non-Executive Director

A corporate financier and a former senior partner in Deloitte LLP,
where he was a UK Executive Board member, David, aged 51, was
appointed to the Board in May 2007 as the Senior independent
Non-Executive Director He recently stood down as Chairman of
Crest Nicholson plc having led the successful debt reconstruction
of that business He s Deputy Chairman of Aberdeen New Dawn
Investment Trust plc, Semor Independent Director of STV Group
plc and Superglass Holdings plc, a Non-Executive Director of
Mithras Investment Trust plc, Martin Currie {Holdings) Limited
and Scottish Financral Enterprise and a Governor of The Glasgow
School of Art He was until early 2007 a Non-Executive Director
of HBOS plc

John Allkins

Non-Executive Director

John, aged 60, was appointed to the Board and to the chair of the
Audit Commuttee In April 2008 He is also a Non-Executive Director
of Intec Telecam Systems plc, Fairpoint Group plc and Molins plc
and was previously Group Finance Director of MyTravel Group plc
Prior to that, he held a number of finance director roles in BT

lan Gnffiths

Non-Executive Director

lan, aged 59, was appointed to the Board on 13 January 2010 He s
currently a Non-Executive Director of Ultra Electronics Holdings
plc, an appointment which he has held since Apnl 2003 He was
previously Managing Director of Royal Mail Letters and a Director
of Royal Mail Holdings plc, prior to which he was an Executive
Director of GKN plc and GKN Holdings plc where he was Group
Managing Director, GKN Automative, having been a member

of the GKN Driveline senicr management team since 1990
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Corporate governance

The Group I1s committed to high standards of corporate
governance and your Board acknowledges its contribution to
achieving management accountability, mprova nsk management
and ultimately to creating shareholder value This statement
describes how the principles of corporate governance contained
in the Combined Code 1ssued by the Financial Reporting Council
in June 2008 {the Combined Code) have been applied

The disclosures required by the Financial Services Authornity's
Disclosure and Transparency Rule 72 6 have been included in
the Statutory information section of the Directors’ report on
pages 29 to 32 and are incorporated here by reference

Compliance with the Combined Code

The Board considers that the Company has complied with the
provisions of section 1 of the Combined Code throughout the
year ended 31 March 2010 except where highlighied below

The Board

Composttion

The Board presently comprises a Non-Executive Chairman, three
Non-Executive Directors and two Executive Directors The roles
of Chairman and Chief Executive are separated with a clear division
of responsibilities agreed by the Board The Chairman’s primary role
Is to ensure the effectiveness of the Board in setting the direction
of the Company The Chief Executive has the responsibility for
managing the business and implementing the strategy agreed by
the Board Brographical details of the Directors appear on page 16

Board operation

The Board has approved a schedule of matters reserved for decision
by the Board to ensure that the Board takes all major strategy,
policy and investment decisions affecting the Group In addition,
1t 1s respansible for business planning and nsk management policies
and the development of Group policies for areas such as health,
safety and enviranmental 1ssues, Directors’ and senior managers’
remuneration and ethical 1ssues The Executive Directors have
authority to deal with all other matters affecting the Group

New Directors are provided with an appropriate induchion
programme This does not necessanly require the new Director

to meet the Company's major sharehclders and lan Griffiths, who
Joined the Board on 13 January 2010, did not meet with all major
shareholders as part of his induction Whilst the Company is notin
compliance with paragraph A 51 of the Combined Code, the Chairman
ensures that the Chief Executive and Finance Director provide
feedback to the Board following presentations to investors and
meetings with shareholders in order to ensure that Board members,
and in particular Non-Executive Directors, develop an understanding
of the views of major shareholders about their Company

Board evaluation

The Board 15 supportive of the principle of evaluation of the Board,
as set out in the Combined Code A formal process for evaluating
the performance of the Board, its members and its commuttees
1s conducted annually This process gives the Directors the
opdportu nity to identify areas for improvement both jointly and
individually through the use of questionnaires and/or open
discussion An evaluation of the Chairman s also carried out
annually, led by the Senior independent Non-Executive Director
Both an evaluation of the Board and rts committees and an
evaluation of the Charrman were carried out in May 2010

It is the intention of the Board to continue to review Its
performance and that of its Directors annually

Board independence

The Chairman, Matthew Peacock, ts a principal of a significant share-
holder, Hanover Investors Limrted, which as at the date of this report
holds 1 24% of the ordinary share capital of the Company The Board
considers that, whilst the Company 15 not in complhiance with

paragraph A 22 of the Combined Code (which states that the
Chairman should on appointment meet the independence cntera set
cut In paragraph A 310ofthe Combined Code), Matthew Peacock acts
with complete Independence of character and judgement in this respect

Matthew Peacock 1s and has been throughout the year ended

31 March 2010 the Chairman of the Company’s broker and financial
adwviser, Stnger Capital Markets Limited {Singer) The Board has
discussed and approved this appointment and has agreed

that he will not be involved 1n any discussions relating to the
evaluation of Singer’s performance, fee negotiations, termination
of the relatmnshlf with Singer, or where Singer acts as a broker
and there 1s an offer to acquire all or part of the Company

Dawid Shearer 1s, and has been throughout the year ended

31 March 2010, a director of STV Group plc a company of which
Matthew Peacock I5 also a director The Board 1s satisfied that
both Matthew Peacock and David Shearer act with complete
independence of character and jJudgement in this respect

John Allkins 1s, and has been throughout the year ended

31 March 2010, a director of Fairpoint Group ple, a campany of
which Matthew Peacock 1s also a director The Board Is satisfied
that both Matthew Peacock and John Allkins act with complete
independence of character and judgement in this respect

The Board considers that each of the other Non-Executive
Directors 1s independent and free from any business or other
relationship which could affect their judgement

Board members are able to seek independent legal or other
professional advice in respect of their duties as they may require
at the Company’s expense, and have access to the advice and
services of the Company Secretary

All new Directors are initially appointed upon recemmendation
from the Nomination Commuittee All Directors are subject to
election by shareholders at the first annual general meeting of
the Company following their appointment and to re-election
thereafter at intervals of no maore than three years

The Board meets on a regular basts with an agenda and necessary
papers for discussion distributed in advance of each meeting The
following table shows the number of meetings of the Board and
its committees during the year and individual attendance by
Board and committee members at those meetings

Number attended
Board
Usual monthly Additional
Board Board Nomin- Remun-
meetings meetings  Audit ation eration Risk
Matthew Peacock 9 [} - 1 - -
Robert Davies g 8 - - - 2
Peter Bream 9 v - - _ 2
David Shearer 9 6 5 2 5 -
John Allkins 9 g 5 2 5 -
lan Gnffiths® 3 - 1 - 2 -
Rod Powell? 3 - 2 - 1 -

11an Griffiths was appointed with effect from 13 January 2010
2 Rod Powell resigned with effect from z1 September 2009

Board committees

The Board has delegated authority to a number of committees to
dealwith specific aspects of the management and controt of the
Group The Company Secretary, Hannah Woodcock, acts as secretary
to all of these committees except the Remuneration Committee,
for which Maggie Hurt (the Group Human Resources Director) acts
as secretary The terms of reference for each of these committees
are available on the Company's website at www renold com
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Corporate governance

continued

Composition® Role Activitles
John Allkins The review of the Group's The Audit Committee normally meets four times a year The Board 15 satisfied that aswell as
{Chairman) financial statements, internal the Chairman of the Audit Committee, at least one other member of the Audit Committee has
financial control systems, the recent and relevant financial expenence
David Shearer ethues policy, intefnal audit
\an Criffith re ort?an the apoomtment/ The Chairman, Chief Executive Finance Cirector and other managers (including the interna!
5 reg ntment agg audit function) attend meetings from tone to time at the nvitation of the Audit Commuttee
ppo The external auditors who attend by invitation, are invited by the Audit Committee to advise
independence of the external
it of any matters which they consider should be brought to the Audit Committee s attentron
auditors and conduct cf the
without the Executive Directors present
external audit
A formal process for evaluating the independence of the external auditors and the
perfarmance of the Audit Committee and the internal audit function i1s conducted annually
The Board reviews the outcome Additionally to safeguard the independence and objectivit
of the auditors the Audit Committee has approved a policy on non-audit services provided gy
the auditors 1n ine with professional practice Thisis in compliance with the Auditing Practices
" Board ethical standards
o
b= The Audit Committee has met five times duning the yearended 31 March 2010 In the course
E of these meetings, the Audit Commuttee considered matters which included the following
E
] » Internal controls Reports from the internal audit function summarsing work planned and
- undertaken, recommending improvements and descnibing actions taken by management
= The Audit Comrittee also soughtthe views of the external auditors in making its assessment
< of the internal control environment including all matenal controls, financial operational and
compliance controls and risk management systems
- Internal audit function The Audit Committee evaluated the performance of the internal
audit function and assessed the work planned and undertaken through the completion
of a questionnaire provided by Exnst & Young LLP, which was used to Tacihitate a discussion
of performance
Financial reporting The Audit Comrnittee reviewed draft annual and intenm reports before
recommending therr publication to the Board The Audit Committee discussed with the
Chief Executive Finance Director and external auditors the significant accounting policies,
estimates and jJudgements appiied in preparlng these reports and reviewed data provided
n accordance with golmes which aim to provide assurance that transactions are recorded
properly to permit the preparation of financial statements in accordance with IFRSs
« Risk momitoring The Risk Monitoning Committee reported the results of its discussions
tothe Audit Committee
Matthew Peacock | Toselect and recommend No new appeintments were made to the Board in the year ended 31 March 2010 other than
{Chawman) to the Board new appaintments | lan Griffiths {who was appointed to the Board on 13 January 2010}
;j David Shearer gf"[éﬁgu::lve and Non-Executive lan Griffiths was appointed following an evaluation of a number of candidates The Company
= Jjohn Allkin was not fully compliant with paragraph A 4 6 of the Combined Code as no external search
E o 5 The Nomination Committee censultancy or open advertising was used for his appomntment as this was not considered to
g lan Griffiths meets as required be necessary at the time due to'a number of the Board members already being familiarwith
= lan Gnffiths Additionally his expertise was felt to complement the balance of skills of existing
s Non-Executive Directors lan Griffiths appointment was made on ment and against objective
= critenia and the process for his appointment was led by the Nomination Committee which
E recommended the appointment to the Board
=] The Company was nat fully comﬁllant with paragraph A 41 of the Combrned Code throughout
= the year ended 31 March 2010, which requires that a majonity of the members should be
independent, as during the period to 2 Seftember 2009 wﬁen Rod Powell resigned two
of the four members were nct considered to be fully independent Non-Executive Directors
David Shearer To determine the terms and The Remuneration Commuttee s currently chaired by David Shearer? In addition, 1t compnses
{Chairman) conditions of employment John Allkins and lan Gnffiths both of whom are Non-Executive Directors
W
g Iohn Allkins g‘:;‘é%'&go;et?:ﬁ?”g;::g d the R?{Jrz‘zrtRDawes an;:l Matthew {’teacock attend meetings from time to time at the invitation
E lan Gnffiths Executive Directars as well as of the Remuneration Committee
E performance-related bonus The Burectors’ remuneration report is set out on pages 214027
] schemes and pension nghts
s The main Board determines
a the remuneration of the
e Non-Executive Directors
3 {other than the Chatrrman)
E and individual Non-Executive
o Directors are not present when
their own remuneration is
being discussed
Robert Davies To evaluate and manage The Risk Monitoring Committee Is chatred by the Chief Executive and 1s comprised of the
o {Chairman) the nisks to the Group Executive Dectors the Cormpany Secretary, the Group Human Resources Director,
S $ | PeterBream the Group Englneering Director and the Head of Operations Europe
*g‘ .‘E' Hannah Woodcock gcehR;seka-:\Aomtanng Committee meets and reports to the Audit Commiitee at least twice
2 § Maggie Hurt
= Mike Christmas
Colin Gibson

1 Rod Powell was alse a member of the Audit and Nominatson Committees and Chairman of the Remuneration Commuttee until his resignation on 21 September 2009
lan Griffiths was appointed as a member of the Audit Nomination and Remuneration Commuttees on his appentment to the Board on13 January 2010
2 Rod Powell chaired the Remuneration Committee untd his resighation on 21 5eptember 2009

Renold plc Annual Report and Accounts 2010




Directors’ report — Governance 19

Review of the work of the external auditors

Subject to the annual appointment of the external auditors
by shareholders, the Audit Committee regularly reviews the
relationship between the Group and the external auditors
This review includes an assessment of their performance,
cost-effectiveness, objectivity and independence

The Audit Committee 1s responsible for ensuring that an
appropriate relationship 1s maintained between the Group and
the external auditors The Group has implemented a policy of
controlling the provision of non audrt services by the external
audrtors in order to ensure that their objectivity and independence
are safeguarded This control 1s exercised by ensuring that all
non audit services where fees exceed an agreed limit are subject
to the prior approval of the Audit Committee Duning the year
ended 31 March 2010, the Audit Commuttee continued with the
appaintment of other accountancy firms to provide non audit
services to the Group and anticipates that this wll continue
duning the year ended 31 March 2on

The Audit Commitiee, having considered the external auditors’
performance during their period In office, recommends their
reappointment A full breakdown of the audit and non audit
related fees is set out in Note 2(b) to the financial statements on
page 48 The Audit Committee discussed the |evel of fees and
considered them appropriate given the current size of the Group
The Audit Committee Is satisfied that the level and scope of non
audit services undertaken by the external auditors does not
impair their independence or objectivity

Conflicts of interest

The Company's articles of association were amended at the 2008
annual general meeting, in line with the Companies Act 2006,

to allow the Board to authorise potential conflicts of interest of
Directors on such terms (if any) as they think fit when giving any
authorisation Any decision of the Board te authorise a conflict
of interest 15 only effective if 1t 1s agreed without the conflicied
Duectors voting or without their votes being counted and, in
making such a decision, the Directors must act in a way they
consider in good faith will be most likely to promote the success
of the Company The Company has established a procedure for
the appropniate authorisation to be sought prior to appointment
of any new Director or prior to a new conflict ansing and for the
regular review of actual or potential conflicts of interest During
the year ended 31 March 2010, this procedure was adhered to and
operated effectively

Internal controls

The Directors have overall responsibility for the Groug's

system of internal control and for reviewing internal control
effectiveness The executive team s accountable to the Directors
for implementing Board policies on rnisk and control and for
monitening and reporting to the Board that 1t has done so The
ongoing process of review of the system of internal controls by
the Directors has been in place for the year ended 31 March 2010
and up to the date of approval of this report and the finanaal
statements This pracess complies with the Financial Reporting
Council’s “Internal Control Revised Guidance for Directors on the
Combined Code {October 2005)” Internal controls are reviewed
on a regular basis by the Risk Monitoring Committee

Croup internal controls are designed to mitigate rather than
ehminate the risks identified and can provide only reasonable and
not absolute assurance against matenal misstatement or loss

The key features of the Group's internal control systems and risk
management are

- a Risk Monitoring Committee which oversees, on behalf of the
Board, that appropnate polhaes are implemented to identify and
evaluate risks, and to design, operate and monitor a suitable
system of internal control,

- access for all Group employees to a free of charge, independent
whistleblowing hotline enabling them to report any concerns
about theft, fraud and other malpractice in the workplace,

aninternal audit function which assists management and the
Audit Commuttee in the fulfilment of the Board's responsibility
for ensuning that the Group’s financial and accounting systems
provide accurate and up-to-date infarmation abaout its current
financal position whilst also permitting the accurate
preparation of finanaial siatements,

risk assessments completed by senior management at each
operating unit as part of a continuous process and reporting
of these which 1s reviewed by the Risk Monitoring Committee,

an organisational structure which supports clear lines of
communication and tiered levels of authority,

a schedule of matters reserved for the Board's approval {o
ensure it maintains control over appropriate strategic, finanaal,
organisational and compliance 1ssues,

» the preparation of detailed annual financial plans covering profit
and cash flow, which are approved by the Board,

« the review of detalled regular reports comparnng actual
performance with plans and of updated financial forecasts,

procedures for the appraisal, approval and control of capital
investment proposals including acquisthions and disposals, and

momnitoring procedures which include a system of key financial
controls questionnatres supported by internal audit reviews
The results of this work are reported to the Audit Committee

The Board has approved a Corporate Governance Compliance
Statement which contains terms of reference for the Board

and each of the Board committees The terms of reference are
available on the Company’s website at www renold com Internal
controls are in place at both local and Group level in addition, the
Company has consohdated 1ts Group policy in relation to internal
controls into a Renold Internal Control Statement which contains
details of such things as Group signing authorities, contracting
principles and an ethics statement to ensure that all Group
employees conduct business on behalf of the Group on the same
basis and in accordance with approved policies and procedures
This has been approved by the Board and 1t 1s expected that full
implementation will be completed duning the year ended

31 March 20m

The Risk Monitoring Committee reports to the Audit Committee
and, ultimately, to the Board, which 1s responsible for the Group’s
internal controls including financial, operational and comphance

controls and nsk management systems
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Corporate governance
continued

Communications with shareholders

Communications with shareholders are given high priority
The Board 1s accountable to shareholders and, as such, it 1s
important for the Board to appreciate the requirements of
shareholders and equally that shareholders understand how
the actions of the Board and short term financial performance
relate to the achievement of longer term goals

The reporting calendar 18 driven by the publication of intenim and
final results each year, in which the Board reports to shareholders
onits management of the Company Comments on Group
financial performance in the context of the business nisks

faced and objectives and plans for the future are set out

In the Business review on pages gtoig

At other times duning the year, the Group makes presentations
to analysts and provide updates to the London Stock Exchange
and shareholders via the Company’s website at www renold com
In addition, the Chairman, Chief Executive and Finance Director
meet with major sharehalders to discuss governance and Group
strategy The largest shareholder has a representative on

the Board

The Senior independent Non-Executive Director does not
generally attend meetings with shareholders although makes
himself available to attend meetings with shareholders if and
when required Whilst the Company is not in comphance with
paragraph D11 of the Combined Coede, the Chairman ensures that
the Chief Executive and Finance Director provide feedback to the
Board following presentations to investors and meetings with
shareholders in order to ensure that Board members, and in
particular Non-Executive Directors, develop an understanding

of the views of major shareholders about their Company

The annual general meeting on 15 July 2010 {Annual General
Meeting) provides an opportunity for communication with
private and institutional investors and shareholders are
encouraged to attend and we welcorme their participation
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At the Annual General Meeting, the Chairman of the Board and
the Chairmen of the Audit, Remuneration, Nomination and Risk
Monitoring Committees, together with the Executive Directors
and the other Non-Executive Directors, will be available to answer
questions Notice of the Annual General Meeting I1s sent to
sharehalders at least 2o business days before the meeting Detalls
of the proxy votes lodged on each resolution are made available
to shareholders and shareholders are invited to talk informally to
the Directors after the formal proceedings

The Campany's website at www renold com presents additional
information about the Group, 1s regularly updated and includes
the posting of the intenim and final prehminary results and
Iinterim management statements, on the day they are anncunced

If you wish to advise a change of name, address, or dividend
mandate, please contact the Company’s registrar, Capita Regstrars,
whose contact details appear on page 86 Alternatively, you can
view up-to-date information and manage your shareholding
through Capita’s share portal where you will be able to access and
maintain your holding at your own convenience You will require
your unique investor code, which can be found on your share
certificate The URL for the portal s www capitashareportal com
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Directors’ remuneration report

This Director’s remuneration repori has been prepared on behalf
of the Board and is subject to the approval of shareholders at the
Annual General Meeting

Remuneration Committee and advisers

The Company’s Remuneration Committee deterrmnes on

behaif of the Board, and within agreed terms of reference set by
the Board, the overall remuneration packages for the Executive
Directors and the Chairman Details of those who were members
of the Remuneration Committee during the year ended 31 March
2010 are contained in the Corporate governance section of the
Directors’ report on pages 17 to 20 which s included in this
Directors’ remuneration report by reference The members of the
Remuneration Commuttee currently comprise the Non-Executive
Directors {other than the Chairman), David Shearer {Chairman),
John Allkins and lan Griffiths, none of whom has any personal
financial interest other than as a shareholder, in the matters

to be decided

The Chief Executive and the Chairman attend meetings of the
Remuneration Committee by invitation, but do not take part
In the Remuneration Committee's recommendations on therr
own remuneration No Director 1s involved in deciding his own
remuneration, whether determined by the Remuneration
Committee or, In the case of the Non-Executive Directors,

by the Board

During the year, the Remuneration Committee appointed and
received specialist remuneration advice from the Hay Group and
PricewaterhouseCoopers, both of whom provided independent
advice Netther Hay Group nor PricewaterhouseCoopers have
any other connection or relationship with the Group nor did they
provide any other services to the Group during the year ended

31 March 2010

The Remuneration Committee meets as often as necessary to
discharge its duties, which during the year ended 31 March 2000
was on five occasions The terms of reference of the Remuneration
Commuttee are available on the Company's website at

www renold com

Executive Directors

Policy

The Company's Executive Director remuneration policy 1s to
provide compensation packages at market rates which reward
successful performance and attract, retain and motwvate the
Directors, reflecting their individual contnibution and value

to the Company The remuneration packages offered by the
Company are comparable {o other UK-based companies of
similar size and nature

The remuneration policy places emphasts on ensuring that the
Executive Directors’ incentive arrangements have the potential
to provide a greater reward than base salary Combined with

an approach that requires incentive arrangements to be inked
directly to business-specific measures, this ensures that rewards
will be based on the continued creation of shareholder value and
that the senior management team remain incentivised to remain
with the Company and deliver outstanding returns to shareholders

In fixing remuneration packages, the Remuneration Committee
has regard to the compensation commitments that would result
In the event of early termination

In ine with the Association of British Insurers’ {ABIs) Guidelines
on Responsible Investment Disclosure, the Remuneration
Committee ensures that the incentve structure for the Executive
Drrectors will not raise environmental, social or governance (ESG)
risks by inadvertently motivating irresponsible behaviour The
Remuneration Committee has discretion to consider corporate
performance on ESG issues when setting the remuneration

of the Executive Directors

The remuneration policy is expected to be applied in respect
of the forthcoming and subsequent years

Remuneration package

Base salary

Base salaries are reviewed annually and reflect the level of
responsibility of the Executive Director, his market value and
individual performance The Remuneration Committee’s objective
s to offer base salaries around the market median level Above
median levels of pay may be agreed for outstanding performance
or to attract executives of the nght calibre In reviewing base
salaries, the Remuneration Committee has regard to comparable
Jjobs in manufacturning companies of a similar size and reach

The Remuneration Committee has recently reviewed the base
salanes of the Executive Directors in the context of the overall
business performance In agreement with the Executtve Directors,
base salary was yet again not increased during the year ended

31 March 2010 Vanable pay incentivisation has been modified to
be further aligned to improvements tn business performance

The current contractual salary levels as at the date of this report
are set out below (the figures in brackets reflect salary levels
effective as at 10 July 20009}

Robert Davies £285,000 (£285,000)}
Peter Bream £180,000 {£180,000)

However, with effect from 1 April 2009, in ine with most other
Group employees, both Robert Davies and Peter Bream agreed
to temporarily reduce their salaries by 10% in recognition of the
difficult economic trading environment Agasn, in line with most
other Group employees, Robert Davies’ and Peter Bream’s full
base salanes were reinstated with effect from 1 February 2010

Benefits in kind

Benefits consist of a fully expensed company car {or cash
equivalent) and private medical insurance, in addition to life
assurance The value of benefits s not pensionable
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Directors’ remuneration report

continued

Pensions

The Executive Directors are not members of the Company
pension scheme and they have their own pension arrangements
inte which the Company made contributions of £42,750 during
the year ended 3 March 2010 {£42,750 duning the year ended
31 March 20049) for Robert Davies and £27,000 durnng the year
ended 31 March 2010 (£27,000 duning the year ended 31 March
200g) for Peter Bream (being 15% of base salary for both} The
Company has no pension liabtlity beyond making these annual
contnbutions On death, a lump sum death-in-service benefit
of four times base salary 15 payable

Annual bonus

For the year ended 31 March 2010, no bonus was triggered under
the scheme rules Bonus payments are based on Group financial
targets and personal objectives for each Executive Director, set
by the Chief Executive or, in the case of the Chief Executive, the
Chairman Maximum bonus payments are made only upon the
achievement of outstanding performance Bonuses are not
pensionable For Robert Davies, the maximum annual bonus
during the year ended 31 March 2010 was 130% (£370500) The
maximum annual bonus for Peter Bream during the year ended
31 March 2010 was 60% (£108,000) of base salary

A decision was taken in principle during the year ended 31 March
2010 to change the critena for the short term bonus scheme for
Executive Directors to more closely align 1t with shareholders’
interests Duning the year ended 31 March 20v1 and in future years,
a significant portion of short term bonus will be paid in Company
shares with a requirement that those shares be held for a minimum
period of three years The detailed criternia are in the process of
being prepared in conjunction with the Company’s advisers

Long term incentive arrangements

2004 Option Plans

In 2007, the Remuneration Committee carried out a review of
the Company’s senior executive remuneration policy, with a
particular focus on the long term incentive provision afforded
to the Executive Directors and other key personnel The main
conclusion of that review was that the Renold plc 2004 Inland
Revenue Approved Company Share Option Plan and the Renold
plc 2004 Non-Inland Revenue Approved Company Share Option
Plan {together the 2004 Option Plans) would be the sole long
term incentive arrangements for Executive Directors and
sentor management

In a general meeting of the Company on 27 March 2008,
shareholders approved various amendments to the 2004 Option
Plans necessary to give effect to the conclusions contained within
the aforementioned review The key features of the 2004 Option
Plans are therefore as follows

- market value share options will become exercisable on the third
annrversary of the grant date provided that () the participant is
still employed by the Company {subject to the discretion of the
Remuneration Commuttee}, and (b) the performance conditions
(see below) have been satisfied aver a fixed three year
performance period,

« the maximum annual option grant mit 1s 200% of base salary
{with no scope to exceed this hmit) and in ine with market
practice) “base salary” 1s base salary durning a financial year
of the Company, and
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- commitments to issue new shares under all share plans
operated by the Company {including executive share plans) are
subject to a maximum of 10% of the Company’s 1ssued share
capital in any ten year period

To ensure that the amended 2004 Option Plans had an immediate
and motivational impact, initial awards following the general
meeting were made to the Chief Executive, the Finance Director
and the executive team

The performance conditions attaching to options granted under
the 2004 Option Plans are considerably more challenging than
those used by other comparable comparnies For awards made
prior to the year ended 31 March 2010, there are two performance
conditions, operating independently of each other Approximately
two-thirds of an option grant 1s subject to an earnings per share
(EPS) performance condition based on annualised compound
growth in the Company’s adjusted EPS' in excess of the rate of
inflation as measured by the retail price index {RP1) over a fixed
three-year performance period [the performance period} The
number of shares under option that vest in respect of this port:on
are as follows

% of two-thirds

Annualised compound of the shares under

growth in adjusted EPS option that vest
Less than RPI+5% pa Nil
RPI+5% pa 25%

Between RPI +5% pa On a straight-line basis between
andRPI+17%pa 25% and 100%
RPI +17% p a or more 100%

Adjusted EPS I1s used because 1t 15 a key internal measure of long
term Company performance

The remaining ane-third 1s subject to an absolute total
shareholder return (TSR} performance condition measured
over the performance period No part of an option subject to
the TSR performance condition vests unless the Remuneration
Committee s satisfied that, over the performance peried, the
Company's underlying financial posibion 1s satisfactory

To the extent that the performance conditions are not met,

in whale ar in part at the end of the performance period,

the options lapse The introduction of a TSR element to the
Company's remuneration policy was a fundamental shift from
the previous policy that had been exclusively based on EPS
The number of shares under option that vest in respect of this
portion is as follows

% of one-third

Growth in the Company’s TSR of the shares under

over the perfarmance penod option that vest
Less than 80% Nil
80% 25%

Between 80% and 200% On a straight-line basis
between 25% and 100%

200% or more 100%

1Being basic EPS from contiauing operations less exceptional items after tax
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For options granted during the year ended 31 March 2010, the
perfarmance condition 1s based on a varying percentage of the
shares under option becorming exercisable depending on the
Company's share price on the date three years following the
date of the grant of the option as follows

% of option that becomes exercisable
(with the corresponding number
of shares being rounded

Share price (p) down to the nearest whole number)
30 25
40 50
50 75
60 100

Under the 2004 Option Plans, the Remuneration Committee is
to impose an appropniate performance target subject to which
option grants are made At the date of grant of the share options
during the year ended 31 March 2010, EPS and TSR targets were
considered not to be the best measure of Company performance
because of the turbulence in the financial markets which 1s more
as a result of external factors than management action The
Remuneration Committee’s objective was to fully align business
performance with that of rebuilding shareholder value and
therefore aligrmng the performance condition to improvements
in share price, on the basis set out above, was believed to best
fulfil this abjective

The Remuneration Committee will always review the
performance conditions prior to options being granted to ensure
that they remain appropniate given the Company’s expectations
of future performance

Other long term incentive plans

Executive Directors have historically been eligible to participate
in the Renold Performance Share Plan and the Renold Deferred
Annual Bonus Scheme (the DABS) No awards have ever been
granted under these incentive arrangements

In relation to the DABS, in the event that the Executive Directors
decide to defer all or part of any annual bonus they might receive
in the acquisition of deferred shares, the Company may, at rts
discretion, grant a conditional award of matching shares up to

a maximum matching ratio of 151 (matching shares to deferred
shares} Matching shares only vest If certain performance
conditions are met The performance conditions require

growth in the Company’s adjusted EPS over a fixed three-year
performance penod (from the commencement of the financial
year in which a matching award 1s made) to exceed the
percentage growth in the Consumer Price index [CPI) over the
same period, by a mimimum of 3% per annum compounded,
which will tngger 40% of the matching shares compnsed in the
award to vest and increasing to 100% vesting {on a straight-line
basis} If the percentage growth in the CPl is exceeded by 6% per
annum compounded No matchtng awards have ever been made

In addrtion, the Company operates a savings related share
optton scheme (SAYE Scheme) in which the Executive Directors
are eligible to participate on the same terms as all UK employees
Options granted under this scheme have been exercisable on
completion of erther a three-year or five-year savings contract
No options were granted during the year under the SAYE Scheme
and all options previously granted under the SAYE Scheme have
now lapsed

Details of the market price at the end of the year and the
highest and lowest market price, are set out in Note 19 to the
financial statements

Capital reorganisation and share issue

Following the capital reorgamisation and share 1ssue which was
completed during December 2009, the Committee reviewed, in
accordance with the rules of each of the Company’s executive
share option plans, the appropnate adjustments to be made to
reflect the dilutive effect of both transactions The calculations
were made In accordance with a standard formula (explained
below} and, in the case of options which have been granted under
schemes approved by HM Revenue and Customs (HMRC), HMRC
approved the calculations

After the nominal value of the shares under the outstanding
options was changed from 25 pence to 5 pence to reflect the
capital reorganisation, a further adjustment was made using
the theoretical ex-rights price calculation {TERP) as agreed with
HMRC The number of shares under each outstanding option
made under the Company’s executive share option plans was
multiplied by a TERP factor of 117439 and the respective option
price was multiplied by a factor of 0 85151 These adjustments
were designed to mimimise the effect of the share 1ssue upon
outstanding options and, subject to rounding, ensured that
the overall value of outstanding options was the same after
adjustment The adjustments made to the share options
outstanding at the time of the share issue {and which
remained outstanding at the time of adjustment) are

shown on the next page
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Directors’ remuneration report

continued

Number
of adjusted
Onginal options
number  Onginal (outstanding  Adjusted
of options option n December option
Date of grant granted  price (p) 2009) price {p)
The Renold plc (1995) Executive Share Option Scheme
19 luly 2000 45.000 1850 52,848 10090
28 November 2001 122,000 6734 143,276 5734
27 November 2002 106,000 s8 5o 124.485 49 8
27 November 2003 90,000 8350 105,695 7110
11 March 2004 125,000 7650 146,799 6514
The Renold plc 2004 Company Share Option Plan
2 September 2004 475,000 88 oo 567,835 74 93
22 November 2004 105,000 74 30 123,312 6327
26 July 2006 495,000 6160 581,325 52 45
30 November 2006 120,000 10010 140,926 8524
2 January 2007 360,000 14 20 422,782 9724
27 Novemnber 2007 560,000 G255 657,662 78 &
31March 2008 1,493,687 7590 1,754,971 64 63
1 April 2008 180,292 7700 21,733 6557
25 November 2008 54,054 3700 63,481 3151

Executive Directors’ service contracts

Each of the Executive Directors, in ine with the Remuneration
Committee’s policy, has a contract with a 12 month notice period
As a matter of policy, in the event of new external appointments,
the length of service contracts would be determined by the
Remuneration Committee in ight of the then prevailing market
practice Details of the Executive Directors’ terms of appointment
and notice periods are as follows

Expiry date of current term/

Date of contract notice penod
Robert Davies 2 March 2004 iNo specified term/
terminable on 12 months' notice

Peter Bream 29 June 2006 No specified term/

terminable on 12 months’ notice

Other than normal payments due dunng the notice penod, there
are no express provisions for compensation payable upon early
termination of the Executive Directors’ contracts In the event
of early termination, the Company’s policy 15 to act fairly in all
arcumstances The Remuneration Commuitiee has noted the
ABI/National Association of Pension Funds joint statement on
Executive Contracts and Severance Neither of the contracts
provides for compensation to be paid in the event of a change
of control of the Cornpany Copies of the two service contracts
will be available for inspection by shareholders at the Annual
General Meeting

External non-executive directorships

The Board encourages Executive Directors to broaden their
experience outside the Company by taking up non-executive
directorships
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Non-Executive Directors

Policy

The Company’s policy in respect of Non-Executive Directors’
remuneration 1s managed by the Board Remuneration for
Non-Execufve Directors 1s confined to fees alone, without

a performance-related element Each of the Non-Executive
Directors 1s entrtled to reimbursement of reascnable expenses
incurred 1n the course of their duties

Chairman's and Non-Executive Directors’ fees

The contractual fee levels paid to the Chairman and Non-
Executive Directors as at 31 March 2010 are set out below
Matthew Peacock fso,000
Dawvid Shearer £37.500
John Alllans 35,000
lan Griffiths £30,000
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Appointment details
The dates of the Chairman’s and Non-Executive Directors’ appointments who have served during the year ended 31 March 2010 are
as follows

Unexpired
term
{(approximate
months
Date of from Date of election/
apporntment 31 May 2010} last re-election
Matthew Peacock 21 September 2006 28 21 Septernber 2009
David Shearer 1 May 2007 35 21 September 2009
lohn Allkins 17 April 2008 Ll 30 July 2008 (to be proposed for
re-election at the Annual General Meeting)
lan Criffiths 13 January 200 31 To be proposed for election at the Annual General Meeting
Rod Powell 21 September 2006 - Retired on 21 September 2009

The letters of appaintment of the Non-Executive Directors confirm that the appointment in each case 1s for a speafied term and that
reappointment 1s not automatic

When making a decision on reappointment, the Board reviews the Non-Executive Director’s attendance and performance at meetings
and the composition and skill of the Board as a whole

Each Non-Executive Director 1s appointed for an inttial period of three years, subject to earlier termination by either party Thereafter,
their appointment may be renewed, provided that both the Non-Executive Director and the Board agree Their letter of appointment
contains no provision for payment or compensation on early terminaticn Copies of the individual contracts of appointment are
avatlable for inspection by shareholders at the Annual General Meeting

Directors’ remuneration {audited information)
The remuneration for each of the Directors for the year ended 31 March 2010 1s as set out below

Year ended 31 March 2010 Year
ended
31 March
Benefits 2009
Salanes Annual Non-
and fees bonus Cash cash Total Total
{foo0) {too0) {foo0) (fco0) (foo0) {fooo)
Executive Directors
Robert Davies 261 - - 33 294 38
Peter Bream 165 - 1 1 177 152
426 - n 34 an 510
Non-Executive Directors
Matthew Peacock 46 - - - 46 50
David Shearer 33 - - - 33 35
John Allkins 32 - - - 32 33
Rod Powell! 13 - - - 13 30
lan Gnffiths? 7 - - - 7 -
Barbara Beckett? - - - - - 10
557 - " 34 602 668

1 Rod Powell retired from the 8card on 21 September 2009
2 lan Gniffiths was apponted to the Beard on 13 January 2010 and therefore did not recerve fres for the full year
3 Barbara Beckett retired from the Board on 30 July 2008

The Company has provided pension contnbutions of £42,750 during the year ended 31 March 2010 (£42,750 during the year ended
31 March 2004) for Robert Davies and f£27,0c0 during the year ended 31 March 2010 {£27,000 durning the year ended 31 March 2009}
for Peter Bream

Robert Davies recerved a non-cash benefit of £33,000 for his company car and private healthcare Peter Bream received a cash benefit
of £n,000 for his company car and a non-cash benefit of £1,000 for private healthcare

Annual Report and Accounts 2010 Renold plc
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Directors’ remuneration report
continued

Directors’ beneficial interests in shares (unaudrted information)
The beneficial interests of the Directors who held office at 31 March 2010 1n the ordinary shares of the Company were as follows

31 March 31 March

2010 2009
Matthew Peacock’ 24,688,990 12,937500
David Shearer 68,442 30,000
John Allkins Nil Nil
lan Gniffiths Nil Nil
Robert Davies 723,669 254,000
Peter Bream 78,348 27,500

1 Matthew Peacock was indirectly interested in all of these shares through Hanover § Master Fund LP/Vidacos Nominees Limited

No Directors held non-beneficial interests in the ordinary shares of the Company as at 31 March 2010 or at the date of this report

As aresult of the capital reorganisation which was completed on g December 2009, each of the Directors with a holding in the ordinary
shares of the Company noted above now holds a number of deferred shares of 20 pence each These deferred shares hold no value or
voting nghts and accordingly have not been disclosed in the table above

There have been no other changes in the interests of Directors in the share capital of the Company between 31 March 2010 and the date
of this report

Directors’ share options as at 31 March 2010 (audited information)

Robert Davies

Adjusted
number of
options held
following capital
reorganisation

Options Number Number and share Cptions Date

heald at of share ofshare 155U€ 1N held at Ornginal Adjusted from
1Apnl options options December 31 March option opticn which Expiry
Scheme 2009 granted lapsed 2009 2610 price (p) price {p} exercisable date
Executive 125,000 - - 146,799 146,799 7650 6514 11032007 10032014
475,000 - - 557.835 557.835 8800 7493 02092007 01052014
100,000 - - 17,439 17,439 6160 5245 26072009 25072016
100,000 - - 17,439 17,439 14 20 9724 02012010 01012017
150,000 - 150 OO0 176,159 - 9255 78381 27m2010 2612017
568,083 - - 667,151 667151 7590 6463 3o320m 30032008
180,292 - - 211733 211,733 7700 6557 ©104 2011 31032018
2,456.866 - - 2,456,896 - 2320 05022013 0©4 022020

Total 1668375  2.456.866 150,000 1994555 4,275,292

SAYE 10,744 - 10,744 - - - 543 01032009 31082009

Total 10,744 - - - -

2 Outstanding cptions were subject to an adjustment following the capital reorganisation and share issue to reflect the dilutive effect of these transactions The number
of shares under each outstanding option under the Company s executive shase option plans was multiplied by a TERP factor 0f 117439 and the respective option price
was multiplied by a factor of 0 85151
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Peter Bream

Adjusted
rnumber of
options held

fellowing capital

reorga nisation

Options Number Number andshare Opticns Date
held at of share of share 155U 11 held at Cnginal Adjusted from
1Apnl options options December 31 March option option which Expiry
Scheme 2009 granted lapsed 2009 w00 price (p} price (p} exercisable date
Executive 150,000 - - 176,159 176,159 6160 5245 26072009 25072016
60,000 - - 70.463 70,463 14 20 9724 02012010 O1012017
100,000 - 100,000 17,439 - 9255 7881 27n12010 26112017
237154 - - 278,5M 27851 7590 6463 3032010 30032018
1551,724 - - 1551,724 - 2320 05022013 04022020
Total 54754 1561724 100,000 642572 2,076,857
SAYE - - - - - - - - -
Total - - - - -

The performance conditions disclosed on pages 22 and 23 are included in this audited information section by reference

The market value of shares at 31 March 2010, and the highest and lowest values, have been disclosed in Note 19 to the

financial statements

Performance graph

The graph below shows the Company’s total sharehalder return {share price growth plus dividends reinvested where applicable} for
each of the last five financial years of a holding of Company shares against a hypothetical helding of shares in the FTSE Engineering
and Machinery index The Remuneration Commuttee considers this index to be an appropriate index for total shareholder return
and comparison disclosure as it represents a broad equity index of which the Company 1s a constituent

Approved by the Board

“AOCcAh

Hannah Woodcock
Company Secretary
7June 2010
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Statement of Directors’ responsibilities
in relation to the Group financial statements

The Directors are responsible for preparing the annual report
and the Group financial statements in accordance with
applicable United Kingdom law and those IFRSs as adopted
by the European Unton

Under company law the Directors must not approve the Group
financial statements unless they are satisfied that they present
fairly the financial position, financial performance and cash flows
of the Group for that period In preparing the Group financial
statements the Directors are required to

+ select suitable accounting policies in accordance with 1AS 8
Accounting Policies, Changes n Accounting Estimates and
Errors and then apply them consistently,

+ present information, including accounting policies, in a
manner that provides relevant, reliable, comparable and
understandable information,

- provide additional disclosures when compliance with the
specific requirements in IFRSs 1s insufficient to enable users
tounderstand the impact of particular transactions, other
events and conditions on the Group's financial position and
financial performance,

- state that the Group has complied with IFRSs, subject to any
material departures disclosed and explained in the financial
statements, and

» make judgements and estimates that are reasonable
and prudent

The Directors are responstble for keeping adequate accountmn
records that are sufficient to show and explain the Group's
transactions and disclose with reasonable accuracy at any time
the finanaial position of the Group and enable them to ensure
that the Group financial statements comply with the Companies
Act 2006 and Article 4 of the IAS Regulation They are also
responsible for safeguarding the assets of the Group and hence
for taking reasonable steps for the prevention and detection of
fraud and cther irregularities

Renold plc Annual Report and Accounts 2010

The Directors who were members of the Board at the time
of approving the Directors’ report are listed on page 16
Having made enquines of fellow Directors and of the
Company's auditors, each of these Directors confirms that

- to the best of each Director’s knowledge and belief, there is
no Information {that s, nformation needed by the Group's
auditors in connection with preparing their report) of which
the Company's audrtors are unaware, and

- each Director has taken all the steps a Director might reasonably
be expected to have taken to be aware of relevant audit
information and to establish that the Company’s auditors are
aware of that information

Each of the Directors isted an page 16 confirms that to the best
of therr knowledge

« The financial statements, prepared in accordance with IFRS as
adopted by the European Union, give a true and fair view of
the assets, habilitres, financial position and {loss)/profit of the
Company and the undertakings included in the consolidation
taken as a whaole, and

- The Directors’ report and the Business review include a farr
review of the development and performance of the business
and the position of the Company and the undertakings
included in the consolidation taken as a whole, together with
a descniption of the principal rnisks and uncertainties that

they face
PAC breon

Peter Bream
Finance Director

On behalf of the Board

Robert Davies
Chief Executive




Directors’ report — Governance 29

Statutory information

The Directors submit therr report which incorporates the
management report required under the Financial Services
Autharity's Disclosure and Transparency rules for listed
companies, the Corporate Governance Report and the Group
financial statements as set out on pages 34 to 74 In compiling
this report, the Directors have consulted with the management
of the Company and 1ts subsidiaries

Group

The Company I1s a public imited company incorporated in
England, registered number 249688, with its registered office at
Renold House, Styal Road, Wythenshawe, Manchester M22 sWL

The Group ts an international engineering group, preducing a
wide range of hugh quality engineering products, operating
In 26 countries worldwide

The Group’s principal activities are the manufacture and sale of
industrial chains and torque transmissien products

A summary of the principal undertakings of the Group are set out
in Note xui to the Company financial statements

Business review and future developments

A review of the business and future developments of the Group,
together with a description of the prinaipal nsks and uncertainties
affecting the business, is set out In the Business review contained
inthe Directors’ report on pages g to 1§

Results

Loss for the year ended 31 March 2010 before tax 1s £13 6 mullion
compared with a profit of £2 g million for the year ended 31 March
2009 The loss for the year 1s £97 million {a profit of £2 1 milion
for the year ended 31 March 2009)

Key performance indicators {KPis)
Performance in the current and prior years is surmnmarised
as follows

2010 2009

Operating (loss)/profit before

exceptional items fi29m fioom
Return on sales’ (13)% 51%
Average working capital

as a percentage of sales? 2% 20%
Low cost countnes’ direct labour? - 56%
Adjusted (lcss)/earnings per share# 0 ap 73p
Group reportable injury rate (RIR}S 1,037 1,818

10perating profit before exceptional items as a percentage of sales

2 Working capital befare the sum of inventories trade and other recewvables and
trade and other payables

3 Low cost countries direct labour s no longer used as a KPl because the target
percentage was achieved during the year ended 31 March 2009 and 1s no longer
seen as a key metric for the business going forward so the figure s no longer
rnonitored on a menthly basis

4 This 1s basic (loss)/earnings per share from continuing operattons before
exceptional items after tax

5 The RIR has besn included as a KPl as the Group takes the health and safety of
its employees very seriously and wishes to demonstrate its commitment tothis
The RIR is calculated by dviding the number of reportable injuries in a rolling
12 month pericd by the year todate average number of Group employees and
multsplying by soc ooo The figures therefore show an improving trend to the
Group s health and safety record

The Group monitors the performance of its business through
detalled monthly operational and financial reporting, with
comparnisons to budgets and updated forecasts being routinely
made In addition, the Group marntains regular reviews and
dialogue with the management of each of the Group’s businesses

At Board level, the most important key performance measures are
operating profit before exceptional items,
return on sales,

working capital as a percentage of sales, being net working
capital as a percentage of sales,

- adjusted EPS, being basic EPS adjusted for the after tax effects
of exceptional items, and

+ the Group RIR

Directors

The Directors’ biographical detalls can be found on page 16
All Directors were Directors throughout the year ¢

The Company’s articles of association give power to the Board to
appoint Directors to fill a vacancy or as additional Directors, but
also require Directors to retire and submit themselves for election
at the first annual general meeting following therr appointment
Accordingly, lan Griffiths will retire and offer himself for election
at the Annual General Meeting

Under the terms of reference of the Nomination Commuttee,
appointments to the Board of the Company are recommended
by the Nomination Committee for approval by the Board

Shareholders may also appoint a Director by ordinary resolution
Further information on the Company’s internal procedures for
the appotntment and replacement of Directors is given in the
Corporate Governance section on pages17to 20

The Company’s articles of association require that one-third of
Cirectors retire by rotation each year and that each Director must
retire where he or she has not been elected or re-elected at either
of the two preceding annual general meetings At the Annual
General Meeting, john Allkins will retire and offer himseif for
re-election by shareholders in accordance with the Company’s
articles of association

Directors' interests

Detalls of the interests of the Directors and their connected
persons in the Company’s share capital and in options held
under share option schemes, along with any changes in such
interests since the end of the year, are detailed in the Directors’
remuneration report on pages 23 to 27 No Director had any
interests in contracts of significance in relation to the
Company's business during the year

Directors’ and officers’ hability insurance

Liability insurance for Directors and officers was maintained
throughout the year No qualifying third-party indemnity
prowision or qualifying pension scheme tndemnity provision was
n force when this Directors’ report was approved or was in force
during the year

& With the exception of 1an Gniffiths who was appointed to the Board
on i3 January 2010

Annual Report and Accounts 2010 Renold plc
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Statutory information
continued

CGoing concern

After making enquiries, we, the Directors, have a reasonable
expectation that the Group has adequate resources to continue
in operational existence for the foreseeable future We therefore
continue to adopt the going concern basis 1n preparing the
financial statements

The basis on which this conclusion has been reached 1s set out
on page 34

Statement of Directors’ responsibilities
Please refer to page 28 for the statement of Directors’
responsibilities in relation to the Group finanaal statements

Employees

As at 31 March 2010, the Group employed 2,257 people, including
571 1n the UK

Employment policies

Arrangemnents for consulting and involving Graup employees

on matters affecting their interests at work, and informing them
of the performance of their employing business and the Group,
are developed in ways appropriate to each business Avarety of
approaches i1s adopted aimed at encouraging the involvement of
employees In effective communicatton and consultation, and the
contnbution of productive ideas at all levels

Employment policies are designed to provide equal opportunities
irrespective of race, caste, national ongin, religion, age, disability,
gender, marital status, sexual ortentation or political affiliation

Group pelicy is to ensure that disabled applicants for employment
are given full and fair consideration having regard to therr
particular aptitudes and abilities, and that existing disabled
employees are given equal access to training, career development
and promotion opportunities In the event of existing employees
becorning disabled, all reasonable means would be explored to
achieve retention in employment in the same or an alternative
capacity, including arranging appropriate traiming

UK pension schemes

UK pension schemes are largely defined benefit type schemes
with assets held separately from those of the Group in trustee
administered funds, managed by independent managers Under
the terms of their management agreements, the investment
managers of the schemes’ assets are not permitted to invest

in the securities of the Company The boards of trustees of

the principal schemes include employee representatives

in April 2002, the Renold Group Pension Scheme and the Jones
& Shipman plc Retirement Benefits Plan were closed to new
entrants subject to appropriate transitional arrangements for
existing eligible employees being put in place, and a defined
contnbution scheme was established as from that date

Renold plc Annual Report and Accounts 2010

Neither the Chairman nor the Chief Executive Is a trustee

of the defined benefit or the defined contribution schemes

An independent trustee company has been appointed to provide
an indmrdual to act as Chairman of the board of trustees of the
principal schemes

The Group has reviewed its UK pension position, along with

its other pension provisions around the world Following
consultation in the UK, the defined benefit schemes were closed
to future accrual from 1 June 2009 and the Renold Personal
Pension Plan, a defined contribution plan, which 1s not trust
based and 1s contracted in, has been offered to employees

Shares

Share capital

Following the completion of the capital reorgamisation and
share 1ssue In December 2009, as detalled on page 86, and as

at 31 March 2010, the issued share capital of the Company was
£26,971,65775 dvided into 219,564,703 ordinary shares of 5 pence
each, 580,482 umts of 6% cumulative preference stock of £1each
and 77,064,703 deferred shares of 20 pence each The ordinary
shares of 5 pence each represent 40 70%, the 6% cumulative
preference stock of £1 each represent 215% and the deferred
shares of 20 pence each represent §714% of the Company's total
share capital The Company’s ordinary shares and 6% cumulative
preference stock are Iisted on the London Stock Exchange The
deferred shares have no voting or dividend rights and are not
able to be traded Atthe 2009 Annual General Meeting, the
requirement for the Company to have an authornsed share capital
was removed from the articles of association with effect from

v October 2009

The Company obtained shareholder authority at the 2009 annual
general meeting to make market purchases of up to 7,706,470
ordinary shares, which remains outstanding until the conclusion
of the Annual General Meeting The minimum price which must
be paid for such shares is § pence and the maximum price payable
Is an arnount equal to 105% of the average of the middle market
quetations of the Company’s ordinary shares as derived from the |
London Stock Exchange’s Daly Official List for the five business

days immed iately preceding the date on which the share 1s [
contracted to be purchased As at the date of this report, the |
Company had not purchased any of its own ordinary shares
1n the market pursuant to such authonty The Directors will
seek authority from shareholders at the forthcoming Annual
General Meeting for the Company to purchase, in the market,
up to 21,956,470 of its own ordinary shares (which represents
approximately 10% of the Company’s ordinary share capital
as at the date of this report) either to be cancelled or retained
as treasury shares

Details of the Company’s share capital and any changes during
the year are set out in Note 18 to the financial statements on
page 64

The nghts and obligations attaching to the Company's shares
are contained in the articles of association, a copy of which 1s
available at www renold com or can be obtained upon request
to the Company Secretary The articles of association may only
be changed by a special resolution passed at a general meeting
of the Company
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Voting nghts

The Directors confirm that no person has any special nghts of
control over the Company's share capital and that no shares have
been issued that carry any special nights with regard to control

of the Company

Participants in employee share schemes have no voting or other
nghts in respect of the shares subject to those awards until the
eptions are exercised, at which time the shares rank pari passuin
all respects with shares already in 1ssue No such schemes carry
any special rights with regard to control of the Company

In August 2009, warrants were granted to West Register
(Investments) Limited and Fortis Bank, UK Branch over an
aggregate number of 3,500,000 ordinary shares in the capital of
the Company {circa 4 3% of the existing ardinary share capital of
the Company at that time) The warrant holders have no rights

to vote at general meetings of the Company unless and until they
exercise their subscription rights under the terms of the warrant
instruments and shares in the Company are 1ssued to them

No member shall, unless the Directors otherwise determine, be
entitled to vote at a general meeting either personally or by proxy,
or to exerase any other nght conferred by membership in relation
to meetings of the Company, if any call or other sum presently
payable by him to the Company in respect of such shares remains
unpaid The Directors also have powers to suspend voting rights
in certain hmited cireumstances when a shareholder has falled to
comply with a notice 1ssued under section 793 of the Companies
Act 2006

Full details of the deadlines for exerasing voting rights and
appointing a proxy or proxies in respect of the resolutions to

be considered at the Annual General Meeting are set out inthe
Notice of Annual General Meeting which accompanies this report

Major shareholdings

As at the date of this report, the Company had been notified of
the following major holdings of voting nghts attached to its
ordinary shares under the Financial Services Authority’s Disclosure
and Transparency Rule §

% of total

Number number

ofvoting  of voting

Shareholder rights nghts
Prudential plc group of companies 32,323,668 1172
Gartmore Investment Limited 26,498,844 1207
Hanover Investors Limited 24,688,990 124
Henderson Global Investors Limited 11,033,816 503
Lowland Investment Company plc 10,792,266 492
Cazenove Capital Management Limited 10,591,636 482
Hargreave Hale Limited 9,933,956 452

No major shareholder had any interest in denvatives or finanoal
instruments relating to shares carrying voting nghts that are
linked to the Company's shares

Dwidends
Details about dividend policy are set out on page 40

The Board has decided to recommend that no ordinary dividend
be paid, but it will consider future dividend policy in the Light of
results from the business going forward

Preference dividend payments were made on 1July 2009 and
1January 2010

Directors’ nghts in respect of shares

The Board, which 1s responsible for the management of the
Company's business, may exercise all the powers of the

Company subject to the provisions of relevant legislation and

the Company’s articies of association The powers of the Directors
set out in the articles of association include those in relation to
the 1ssue and buyback of shares

Issue of shares

The Directors are authonsed to issue equity secunties for cash
either by way of nights 1ssue or in any other way, provided that
the shares 1ssued other than by way of nghts 1ssue, open offer

or other pre-emptive offer or under the vanous share option
schemes of the Company be limited to shares with a nominal
value of £963,308 75, being equal to 5% of the aggregate nominal
amount of the Company’s ordinary share capital in 1ssue as at
the date of the Company’s 2009 annual general meeting The
authorrty will expire at the forthcoming Annual General Meeting

In addition, the Directors have authority to allot shares up

to a maximum nominal amount of £12,833,273 representing
approximately two-thirds of the issued ordinary share capital at the
date of passing of the relevant resolution The authority will expire
at the forthcoming Annual General Meeting The Directors will
seek authority from shareholders at the Annual General Meeting
to allot shares up to a maximum nominat amount of £7311,504 60
representing approximately 66 6% of the issued ordinary share
capital at the date of passing of the relevant resclution

IIUBUIZAON

Transfer of shares

The registration of transfers may be suspended at such times and
for such periods as the Directors may determine The Directors
may refuse to register the transfer of any share which s not a fully
paid-up share and may refuse to register any transfer in favour of
more than four persons jointly The Directors may also refuse to
recognise any instrument of transfer unless it 1s in respect of any
one class of share, 1s lodged at the requisite place and, where
appropriate, 1s accompanied by any relevant share certificate

and such other evidence as the Directors may reasonably require
to show the nght of the transferor o make the transfer

The Directors may suspend transfers where a shareholder has
failed to comply with a notice 1ssued under section 793 of the
Companies Act 2006

There are no cther restnictions on the transfer of shares in the
Company other than certain restrictions which may from time
to time be imposed by laws and regulatrons (for example, insider
trading laws and market requirements relating to close penods)
and pursuant to the Financial Services Authority's Listing Rules
whereby certain employees of the Company require the approval
of the Company to deal in the Company's secunties
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Statutory information
continued

The Directors are not aware of any agreements between holders
of secunities which may result in restrictions on the transfer of
securities or voting nghts

Finance

Financial instruments

Financial risk management objectives and policies, and exposure
to risk {including credit nsk) are discussed in the Business review
on page 12, In the Directors’ report and in the Notes to the
financial statements on pages 68 and 72

Policy on payment of suppliers

Under the supervision of the head office of the Company,
ndividual operating businesses are responsible for agreeing

the terms and conditions under which transactions with their
suppliers are undertaken, including the terms of payment It 15
Group policy that payments to suppliers are made in accordance
with these terms, provided that the suppher complies with ali
relevant terms and conditions

As at 31 March 2010, trade creditors of the Group's businesses in
the UK and overseas represented 110 days’ purchases, compared
with g7 last year

Donations
During the year, the Group made no contnbutions to UX
organisations for chantable purposes nor any political donations

Contracts

Change of control provisions

The Company's main UK facilities agreement with The Royal Bank
of Scotland and Fortis Bank S A /N V contamns a change of contro!

provision This requires the Company to provide notification to

the agent in the event of a change of cantrol The banks may then

demand cancellation and repayment of the commitments and
the loans

The share subscription and shareholders’ agreement between

L G Balakrishnan & Bros Ltd, Renold International Holdings
Lrmited and Renold Chain India Private Limited dated 24 June
2008 contains certain change of control provisions On the
change of control of a shareholder (being one of the parties to
the agreement}, the other shareholders have a nght to terminate
the agreement and/or to require the sharehaolder suffening the
change of control to sell, at a fair price, all of its equity shares to
the terminating shareholder or a nominee of such shareholder

Renold plc Annual Report and Accounts 2010

No other matenal contracts contain change of control provisions
There are no agreements between the Company and its Directors
or employees providing for compensation for loss of office

or employment (whether through resignation, purported
redundancy or otherwise) that occurs because of a takeover bnd

Contractual or other arrangements essential to the business
There are no contractual or other arrangements essential to the
business, other than those described under the secticn on change
of control provisions above, that require disclosure under the
enhanced Business review requirements of the Companies Act 2006

Related party transactions

As part of the non pre-emptive pari of the shareissue on
December 2009 8,096,935 new ordinary shares were allotted
and issued to M&G Investment Management, which constituted
a refated party transaction for the purposes of Chapter 1 of the
Listing Rules Consequently, the approval of shareholders to such
transaction was obtained at the general meeting of the Company
on g December 2009 and M&G Investment Management did not
vote on the relevant resolution approving such allotrnent

Other refated party transactions which took place during the
year ended 3t March 2010 are set out in Note x11 to the Company
financial statements on page 84 which are incorporated by
reference here

By order of the Board

DO~

Hannah Woodcock
Company Secretary
7 lune 2010
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Report of the independent auditors

To the members of Renold plc

We have audited the Group finanaial statements of Renald plc

for the year ended 31 March 2010 which comprise the
Consclhdated income Statement, the Consolidated Statement

of Comprehensive Income, the Consolidated Balance Sheet, the
Consohdated Statement of Changes in Equity, the Consolidated
Statement of Cash flows, the Accounting policies and the related
notes 110 25 The financial reporting framework that has been
applied in their preparation 1s applicable law and IFRSs as adopted
by the European Union

This report 1s made solely to the Company’s members, as a body.
n accordance with chapter 3 of part 16 of the Compantes Act
2006 Ouraudit wark has been undertaken so that we might
state to the Company's members those matters we are required
tostate to them in an auditors’ report and for no other purpose
To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and
the Company's members as a body, for our audit work, for

this report, or for the opinions we have formed

Respective responsibllities of Directors and auditors

As explained mare fully In the Statement of Directors’
Responsibilities 1n relation to the Group financial statements set
out on page 28, the Directors are respansible for the preparation
of the Group financial statements and for being satisfied that
they give a true and falr view Our responsibility 1s to audit the
Group financial statements in accordance wath applicable law
and International Standards on Auditing {UK and Ireland)

Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts

and disclosures in the financial statements sufficent to give
reasonable assurance that the inancial statements are free
from material musstatement, whether caused by fraud or error
This includes an assessment of

+ whether the accounting policies are appropriate to the
Group’s crcumstances and have been consistently applied
and adequately disclosed,

- the reasonableness of significant accounting estimates
made by the Directors, and

+ the overall presentation of the financial statements

Opinion on financial statements
in our opimson the Group finanaal statements

- give a true and fair view of the state of the Group's affairs
as at 31 March 2010 and of its loss for the year then ended,

have been properly prepared in accordance with IFRSs as
adopted by the European Union, and

+ have been prepared In accordance with the requirements of the
Companues Act 2006 and Article 4 of the JAS Regulation

Opinien on other matter prescribed by the Companles Act 2006
In our opinien the information given in the Directors’ report for
the financial year for which the Group financial statements are
prepared 15 consistent with the Group financial statements

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you
If, in our opinion

- certain disclosures of Directors' remuneration specified by taw
are not made, or

- we have not received all the information and explanations we
require for our audit

Under the Listing Rules, we are required to review

+ the Directors’ statement, set out on page 30, in relation
to going concern, and

+ the part of the Corporate Governance section of the Directors
report relating to the Company’s compliance with the nine
provistons of the Combined Code specified for our review

Other matter

We have reported separately on the parent company financial
statements of Renold plc for the year ended 31 March 2610 and
on the information in the Directors’ remuneration report that
is described as having been audited '

(fm? M I

Eamonn McGrath

{Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Manchester

7une 2010
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34 Financial statements

Accounting policies

Basis of preparation

Renold plc s a public imited company incorporated and domuciled
inthe United Kingdom The consolidated financial statements of
the Company comprise the Company and its subsidiaries
{together referred to as the Group) The Company financial
statements present information about the Company as a
separate entity and not about the Group The consolidated
financial statements have been prepared in accordance with
International Financial Reporting Standards as adopted by the
EU {IFRSs) In addition, the financial statements have been
prepared in accordance with those parts of the Companies

Act 2006 applicable to groups reporting under [FRS

The Company has elected to prepare its Company financial
statements in accordance with UK GAAP, these are presented
on pages 75 to 85 The financial statements were approved

by the Board on 7June 2010

The Group finanaal statements are presented in Sterling and all
values are rounded to the nearest million pounds (£m) except
when otherwise stated

Going concern

The financial statements have been prepared on a going concern
basis In determining the appropriate basis of preparation of the
financial statements, the Directors are required to consider
whether the Group can continue in cperational existence for the
foreseeable future

Further information in relation to the Group's business activities,
together with the factors likely to affect its future development,
performance and position 1s set out in the Directors’ report on
pagesgtoig

The financial position of the Group, its cash flows, hquidity
pasition and borrowing facilities are described in the Business
review In addition Note 24 to the financial statements includes
the Group's objectives, policies and processes for managing 1ts
capital, its financial nsk management objectives, details of its
financial Instruments and hedging activities and its exposure
to foreign exchange, credit and interest rate risk Further details
of the Group's cash balances and borrowings are included in
Notes 12, 13 and 23 to the financial statements

The Directors have assessed the future funding requirements

of the Group and the Company and compared them to the

level of available borrowing facilities The assessment included

a detalled review of financial forecasts, finanaial instruments
and hedging arrangements for at least the 12 month penod
from the date of signing the accounts and a review of cash flow
projections Recognising the impact of the global recession, the
Directors considered a range of potential scenanos within the
key markets the Group serves and how these might impact on
the Group's cash flow, facility headroom and banking covenants
The Directors also considered what mitigating actions the Group
could take to limit any adverse consequences The Group's
forecasts and projections, taking account of reasonably possible
scenarios, show that the Group should be able to operate within
the level of its borrowing facilities and covenants

Having undertaken this work, the Directors are of the opinion that
the Company and the Group have adequate resources to continue
in operational existence for the foreseeable future Accordingly
they continue to adopt the going concern basis in preparing the
annual report and financial statements
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Changes In accounting policy and disclosures

The accounting policres adopted are consistent with those
of the previous year except as follows

The Group has adopted the following new and amended IFRS and

IFRIC interpretations during the year Adoption of these revised

standards and interpretations did not have any effect on the

financial performance or position of the Group

Amendment toIFRS2 - Share-based Payment Vesting
Conditions and Cancellations

Amendment toIFRS7 - Improving Disclosures about
Financial Instruments

IFRS 8
|AS 1 (Revised)

- Operating Segments
— Presentation of Financial Statements
Amendments to |AS 23 — Borrowing Costs

IAS 39 and IFRS 7 - Reclassification of Finanaal Assets

effective 1July 2008

Amendments to - Embedded Denwatives effective for |
IFRIC g and 1AS 39 penods ending on or after 30 June 2009 |
IFRIC 16 - Hedges of a Net Investment in |

a Foreign Operation effective
1 October 2008

Improvements to IFRSs (issued May 2008) |

Adoption of these standards and interpretattons did not have a
material impact on the Group’s results or financial posrtion but
IAS 1, IFRS 7 and IFRS 8 did give nise to additional or changes in
disclosures in the Group's financial statements

The Group has not adopted the following pronouncements,
which have been 1ssued by the |ASS but are not effective for the
year ended 31 March 2010

International Accounting Standards (IAS/IFRSs)  Effective date’

IAS 24 - Related Party Disclosures 1January 201
[AS 27 —Consolidated and Separate 1July 2009
Financial Staterments (revised)
IFRS 3 —Business Combinations (revised) 1 July 2009
IFRS ¢ —Ffinanaal instruments 1tanuary 2013
Classification and Measurement
IFRIC18 —Transfer of Assets from Customers  1luly 2009
IFRIC1g  =Extinguishing Financial Liabilities 1 July 2010
with Equity Instruments
- Improvements to IFRSs {issued Various dates

April 2009 and May 2010)

1 The effectve dates stated above are those given in the oniginal IASB/IFRIC standards
and interpretations As the Group prepares 11s financi2l statements in accordance
with IFRS as adopted by the European Urnion, the application of new standards and
interpretations will be subject to their having baing endorsed for use in the EUviathe
EU endarsement mechanism In the majority of tases this will result in an effectve
date consistent with that given in the arigina! standard or interpretation but the
need for endorsements restricts the Groups discretion to early adopt standards
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Management does not expect that these standards will have

a material impact on the Group's results or financial position
However, IFRS 3 {revised) will impact the recogrition of goodwill,
acquisition costs and contingent consideration for acquisitions
made after adoption

Basis of consolidation - The consolidated financial statements
incorporate the financial statements of the Company and
enterpnises controlled by the Company {its subsidianes) lis
subsidiaries, which are those entities in which the Group has an
interest of more than one half of the voting nghts or otherwise
has power to govern the financial and operating policies, are
consolidated Under the transitional options of IFRS 1, business
combinations that cccurred prior to the transition date have not
been restated

Subsidiaries are consolidated fram the date on which control 1s
transferred to the Group and are no longer consolidated from the
date that control ceases The purchase method of accounting is
used to account for the acquisition of subsidianes by the Group
The cost of an acquisition 1s measured as the fair value of the
assets given up, shares issued or habilities undertaken at the date
of acquisition plus costs directly attnibutable to the acquisition
The excess of the cost of acquisition over the fair value of the

net assets of the subsidiary acquired 1s recorded as goodwill
Inter-company transactions, balances and unrealised gains

on transactions between Group comparies are elminated,
urirealised losses are also eliminated unless the cost cannot

be recovered

Foreign currency translation - Items included in the financial
statements of each entity In the Group are measured using the
currency that best reflects the economic substance of the
underlying events and circumstances relevant o that entity
(the functional currency) The consolidated financial statements
are presented in Sterling, which 1s the functional and
presentation currency of the parent, Renold plc

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the date of the
transaction or average rates where applicable Foreign exchange
gans and losses resulting from the settlement of such
transactions and from the translation at year end exchange
rates of monetary assets and liabilities denorminated in foreign
currencles are recognised In the income statement, except for
monetary items that form part of the net investment in foreign
operations, which are taken to other comprehensive incorme

Assets and habilities of overseas substdiaries are translated into
Sterling at the exchange rates ruling at the end of the financial
year Income statements and cash flows are franslated at the
appropriate average rates of exchange for the year Differences
on exchange ansing on the retranslation of net assets in overseas
subsidiaries at the beginning of the year, borrowings used to
finance or provide a hedge against those investments and from
the translation of the resulis at average rates are taken directly
to reserves When a foreign entity 1s sold, related exchange
differences previously taken to reserves are recognised in the
income statement as part of the gain or loss on sale

Intangible assets

a) Goodwill

Goodwill represents the excess of the cost of an acquired entity
over the fair value of the Group's share of the net identifiable
assets, habilitres and contingent habilities of the acquired entity at
the date of acquisttion Goodwill arising on the acquisition of an
entity 1s included as an intangible asset Goodwill s not amortised
but 1s tested at least annually for impairment and carried at cost
less accumulated impairment losses Any impairment charge is
recognised immediately in the income statement

In circumstances where the fair value of the interest acquired in
an entity's assets, habilities and contingent habilities exceeds the
consideration paid, the excess 1s recognised immed ately as a gain
In the Income statement

As permitted by IFRS 1, the Group elected not to apply IFRS 3 -
Business Combinations to business acquisitions that occurred
before 4 April 2004 Therefore, the carrying amount of goodwill
(being cost less accumulated amortisatien) included under UK
CAAP forms the “cost™ of goodwill recognised under IFRS at the
date of transition Goodwill that was written off directly to
reserves under former UK GAAP will not be taken into account
when determining the gain or loss on disposal of previously
acquired businesses after 4 April 2004

b) Computer software

Computer software that 1s not integral to an tem of plant and
equipment 15 recogrised separately as an intangible asset
Amortisation is charged on a straight-line basis so as to charge
the cost of software to the income statement aver its expected
useful life which 1s between three and five years Costs associated
with developing or maintaining computer software programs are
recognised as an expense as incurred

¢) Research and development

Research expenditure 15 recognised as an expense as incurred
Costs incurred on development projects (relating to the design
and testing of new or improved products} are only recognised as
intangible assets in arcumstances where certain strict enteria are
satisfied These include the expectation that it 1s probable that
the project will be a success, considering its commercial and
technological feasibility, and that all associated costs can be
measured reliably Otherwise development expenditures
recognised as an expense as incurred Development costs
previously recognised as an expense are not recognised as an
asset in a subsequent period Development costs that have been
capitalised are amortised from the commencement of the
commeraal production of the product on a straight-line basis
over the penod of Its expected benefit, not exceeding five years

Property, plant and equipment - Property, plant and equipment

are stated at cost, being purchase cost plus any incidental costs
of acquisition, less accumulated depreciation
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Accounting policies
continued

Depreciation is calculated on a straight-line basis so as to charge
the depreciable amount of the respectrve assets to the income
statement over its expected useful life The useful lives of assets
are as follows

Freehold bulldings — 5o years
Leasehold properties — 5o years or the period of the lease if less

Plant and equipment —various according to type of asset, the
principal categories being

Years
Ceneral plant and equipment 15
Fixtures 15
Precision cutting and grinding machines 10
Motor vehicles 3

Useful lives and residual values are reviewed annually and where
adjustments are required these are made prospectively

Where the carrying amount of an asset 15 greater thanits
estimated recoverable amount, it 1s written down immedately
to 1ts recoverable amount

Gains and losses on disposals are deiermined by comparing
proceeds with carrying amount and are included 1n
operating profit

As permitted by IFRS 1, at 4 April 2004, the Group has measured
its freehold properties an a fair value basis and used that value
as the deemed cost at the transition date

Asset impairment ~ Intangible assets and property, plant and
equipment are reviewed, at least annually, to ensure that assets
are not carried above their recoverable amounts Where some
indication of Impairment exists, calculations are made of the
discounted cash flows resulting from continued use of the assets
{value in use) or from thewr disposal {fair value less costs to sell)
Where these values are less than the carrying amount of the
assets, an impairment loss 1s charged to the iIncome statement

Leases— Tangible assets held under finance feases, which are
those where substantially all the nisks and rewards of ownership
of the asset have passed to the Group, are capitalised in the
batance sheet at the lower of the fair value of the leased asset

or the present value of the mimimum lease payments Assets
acquired under finance leases are depreciated over the shorter

of the useful life of the asset or the lease term The corresponding
hability to the leasing company, net of finance charges, 1s included
as an obligation under finance leases in creditors The interest
element of the lease payment is charged to the iIncome statement
on a basis which produces a constant rate of charge over the
period of the hability

Leases where a significant portion of the nisk and reward of
ownership 1s retained by the lessor are classified as operating
leases Payments made under operating leases {net of any
Incentives received from the lessor) are charged to the income
statement on a straight-line basis over the period of the lease
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Investment property — One of the Group's properties is classified as
an mvestment property on the basis that it will be held for the long-
term, earning a rental ncome This 1s a contractual arrangement
arsing from the disposal of a former business segment The
investment property was previously a manufactunng facility

of the Group but owner-occupation ceased upon disposal of its
Automotive business On the date of disposal a transfer was
made from property to Investment property The cost model

has been applied since that date and depreciation charged at

2% straight-line

Inventornies ~ Inventories are stated at the lower of cost and
estimated net realisable value, after due allowance for obsolete or
slow moving items Cost includes all direct expenditure and
attnbutable overhead expenditure incurred in bringing goods to
their current state under normal operating conditions The firstin,
first out method of valuation 1s used Net realisable value 1s the
estimated selling price in the ordinary course of business, less the
costs of completion and selling expenses In the Group accounts,
unrealised profit on sales within the Group 1s deducted

from inventones

Taxation — The tax charge comprises current tax payable and
deferred tax

The Croup 1s subject to faxes in numerous junsdictions The
current tax charge represents an estimate of the amounts
payable to tax authorities in respect of taxable profits It s based
on tax rates and laws that have been enacted, or substantively
enacted, by the balance sheet date

Deferred income tax 1s provided in full, using the hability method,
on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the consolidated
financial statements Currently enacted, or substantively enacted,
tax rates as at the balance sheet date are used in the
determination of deferred income tax

Deferred income tax assets are recognised to the extent that it 1s
probable that future taxable profit will be available against which
the temporary differences can be utihsed or taxable profit will be
available against which unused tax losses can be utilised before
they expire

Deferred income tax is provided on temporary differences arising
oninvestments in subsidianes except where the timing of the
reversal of the temporary difference can be controlled by the
Group and 1115 probable that the temporary difference will not
reverse In the foreseeable future

The carrying amount of deferred income tax assets 1s reviewed

at each balance sheet date and reduced to the extent that it 1s no
longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilised
Unrecognised deferred income tax assets are reassessed at each
balance sheet date and are recognised to the extent that it has
become probable that future taxable profit will allow the deferred
tax asset to be recovered
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Deferred income tax relating to items recognised directly in other
comprehensive income I1s recognised tn other comprehensive
income and not the income statement Simifarty, ncome tax

Is charged or credited to other comprehensive income if it
relates to items that are credited or charged directly to other
comprehensive Income Otherwise Income tax is recognised

In the income statement

Deferred iIncome tax assets and deferred income tax liabtlties
are offset, if a legally enforceable nght exists to set off current
Income tax assets against current income tax habilities and the
deferred income taxes relate to the same taxable authority and
taxable entity, or where deferred tax relates to different taxable
entities, the tax authority permits the Group to make a single
net payment

Revenue — Revenue comprises the fair value of goods provided to
external customers after deducting value added tax or other sales
related taxes and trade discounts Revenue from the sale of goods
15 recognised when significant nsks and rewards of ownership of
goods are transferred to the buyer which 15 normally the point

of despatch

Trade recewvables — Trade receivables are recognised and carned
at the oniginal invoice amount less an allowance for any identified
impairment The impairment allowance 15 established when there
1s objective evidence that the Group will not collect all amounts
due under the original terms of the transaction The imparrment
1s charged to the income statement and represents the difference
between the carrying amount and the recoverable amount
Batances are wntten off when the probability of recovery 1s
assessed as remote

Financial assets and hiabilities

a) Financial assets — Financial assets are recognised when the
Group becomes party to the contracts that give rise to them and
are classified as financial assets at fair value through the income
statement or loans and receivables, as appropriate The Group
determines the classification of 1ts financial assets at initial
recognition and, where allowed and appropnate, re-evaluates this
designation at each financial year end When finanoal assets are
recognised initially, they are measured at fair value, being the
transaction price plus, in the case of financial assets not at fair
value through the income statement, directly attnbutable
transaction costs The Group considers whether a contract
contains an embedded derivative when the entity first becomes
a party to 1t The embedded derwatives are separated from the
host contract if it 1s not measured at fair value through the
Income statement and when the economic charactenistics and
risks are not closely related to those of the host contract
Reassessment only occurs ifthere 15 a change In the terms

of the contract that significantly modifies the cash flows that
would otherwise be required

All standard purchases and sales of financial assets are recognised
on the trade date, being the date that the Group commits to
purchase or sell the asset Standard transactions require delivery
of assets within the timeframe generally established by
regulation or convention in the market place The subsequent
measurement of financial assets depends on therr classification,
as follows

i) Financial assets at far value through the income statement ~
Financial assets classified as held for trading and other assets
designated as such on inception are included in this category
Financial assets are classified as held for trading if they are
acquired for sale in the short term Derivatives, including
separated embedded denvatives, are also classified as held for
trading unless they are designated as effective hedging
instruments or as financial guarantee contracts Assets are
carried In the balance sheet at fair value with gains or losses
recognised in the income statement

Financial assets may be designated at imitial recognition as at
fair value through the income statement if the following critena
are met (1) the designation eliminates or significantly reduces
the inconsistent treatment that would otherwise arise from
measuring the assets or recognising gains or losses on them on
a different basis, or (n) the assets are part of a group of financial
assets which are managed and their performance evaluated

on a fair value basis in accordance with a documented nisk
management strategy, or () the financial asset contains an
embedded derivative that would need to be separately recorded

{1} Loans and receivables — Loans and receivables are non-derivative
finanaal assets with fixed or determinable payments that are not
quoted in an active market, do not qualfy as trading assets and
have not been designated as either fair value through the income
statement or available-for-sale Such assets are carried at
amortised cost using the effective Interest method if the time
value of money I1s significant Gains and losses are recognised

In the income statement when the loans and receivables

are derecognised or imparred, as well as through the

amortisation process

b) Impairment of financial assets — The Group assesses at each
balance sheet date whether a financial asset or group of financial
assets 1s impaired

(1) Assets carned at amartised cost - If there 1s objective evidence
that an impairment loss on assets carned at amortised cost

has been incurred, the amount of the loss 1s measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows {excluding future credit
losses that have not been incurred) discounted at the financial
asset’s oniginal effective interest rate (1 e the effective interest
rate computed at initial recognition) The carrying amount of the
asset 1s reduced, through the use of an allowance account

The amount of the loss 1s recognised In administration costs

If, In a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously
recognised impairment loss 1s reversed Any subsequent reversal
of an impairment loss 1s recognised 1n the income statement, to
the extent that the carrying value of the asset does not exceed 1ts
amortised cost at the reversal date

In relation to trade recevables, a provision for iImpairment is

made when there is objective evidence {such as the probability of
insalvency or significant financial difficulties of the debtor) that the
Group will not be able to collect all of the amounts due under the
onginal terms of the invoice The carrying amount of the recevable
is reduced through use of an allowance account Impaired debts
are derecognised when they are assessed as irrecoverable
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Accounting policies
continued

i) Assets carnied at cost — If there 1s objective evidence that an
impairrment loss on an unquoted equity instrument that 15 not
carned at far value because its fair value cannot be reliably
measured, or on a derivative asset that 1s hnked to and must be
settled by deliery of such an unquoted equity instrument, has
been incurred, the amount of the loss 1s measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the current
market rate of return for a similar financial asset

¢} Interest bearing loans and borrowings ~ Obligations for loans
and borrowings are recognised when the Group becomes party to
the related contracts and are measured inthally at the farr value of
constderation receved less directly attnibutable transaction costs
After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost using the effective
interest method Gains and losses anising on the repurchase,
settlement or otherwise cancellation of habilities are recognised
respectively in finance revenue and finance cost

d) Financial habilities at fair value through the income statement
Financial habilities at fair value through the income statement
includes financial habidities held for trading and financial habilities
designated upon initial recognition as at far value through the
Income statement

Financial labihties are classified as held for trading i1f they are
acquired for the purpose of selling in the near term Denvatives,
including separated embedded dervatives are also classified as
held for trading unless they are designated as effective hedging
instruments Gains or losses on habilities held for trading are
recognised In the iIncome statement

Exceptional items — Exceptional items are rtems in the profit from
operations which individually or, if of a similar type, 1n aggregate, are
relevant to an understanding of the Group's financial performance
These items are separately disclosed as memorandum information
on the face of the income statement with additional information
provided In the Notes to the financal statements

Employee benefits

a) Pension obligations

Group companies have various penstons plan arrangements
maiching the local conditions and practices in the countries in
which they operate

The Group operates a number of defined benefit plans around
the world The cost 1s calculated by independent actuanes using
the projected unit credit method Any past service costs resulting
from enhanced benefits are recognised immediately snincome,
unless the changes are conditional on the employees remaining

in service for a specified period of time (the vesting period) In this
case, the past service costs are amortised on a straight-line basis
over the vesting period

Material administrative costs of running the plans, including the

Pension Protection Fund levy, are treated as a deduction in the
expected return on plan assets
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Actuarial gains and losses, which represent differences between
the expected and actual returns on plan assets and the effect
of changes in actuarial assumptions, are recognised in the
Statement of Other Comprehensive Income inthe penod in
which they occur

The defined benefit habihty or asset recognised in the balance
sheet represents the net total for each plan of the present value
of the benefit obligation at the balance sheet date, less any past
service costs not yet recogrised, less the fair value of plan assets
{for funded schemes) at the balance sheet date If a plan records
a surplus, the asset recogrised 15 imited to the amount of any
unrecognised past service cost and the present value of any
amount expected to be recoverable by the Group by way of
refunds or reduction in future contributions

For defined contribution plans, the Group’s contributions are
charged to the income staterment in the penod in which they fall
due Once the contnbutions have been paid the Group has no
further payment obligation

b} Share-based compensation

The Croup operates equity settled, share-based compensatton
plans The fair value of the employee services received In
exchange for the grant of the aptions 15 recogrised as an expense
In the income statement, with the corresponding amount being
recognised in equity The total amount to be expensed over the
vesting period 1s determined by reference to the fair value of the
options granted, excluding the impact of any non-market vesting
conditions, ustng a Black-Scholes pricing model Non-market
vesting conditions are included in assumptions about the number
of options that are expected to become exercisable At each
balance sheet date, the Group revises its estimates of the number
of options that are expected to become exercisable If recognises
the impact of the revision of original estimates, if any, in the
income statement, and a corresponding adjustment to equity
over the remaining vesting period No expense Is recognised for
awards that do not ultimately vest except for awards where
vesting 1s conditional upon market or non-vesting conditions
which are treated as vesting irrespective of whether or not the
market or non-vesting condition 1s satisfied provided that all
other performance or service condttions are satisfied The
Black-Scholes pricing madel 1s adjusted as necessary for market
and non-vesting conditions The market-based conditions are
linked to the price of shares of the Company

Where the terms of an equity-settled award are modified or

a new award 1s designated as replacing a cancelled or settled
award, the cost based on the oniginal award terms continues

to be recognised aver the oniginal vesting period In addition, an
expense 15 recognised over the remainder of the new vesting
period for the incremental fair value of any modification, based
on the difference between the fair value of the onginal award
and the fair value of the modified award, both as measured on
the date of the modification No reduction i1s recognised if this
difference 1s negative

As permitted by IFRS 1 the Group has applied IFRS 2 — Share-based
Payment only to equity settled awards granted after 7 November
2002 and which vested on or after 1January 2005
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Financial instruments

The Group uses denvative financral instruments such as forward
currency contracts to hedge Its nsks associated with foretgn
currency fluctuations Since 1 April 2005, such derivative finanaial
instruments have been initially recognised at fair value on the
date on which a derivative contract 1s entered into and are
subsequently remeasured at fair value Derivatives are carned

as assets when the fair value 1s positive and as liabilities when
the fair value 1s negative

The farr value of forward currency contracts is calculated by
reference to current forward exchange rates for contracts with
simitar maturity profiles

For those derivatives designated as hedges and for which hedge
accounting Is desired, the hedging relationship 15 formally
designated and documented at its inception Thrs documentztion
identrfies the nsk management objective and strategy for
undertaking the hedge, the hedging instrument, the hedged
item or transaction, the nature of the risk being hedged and
how effectiveness will be measured throughout its duration
Such hedges are expected at inception to be highly effective in
offsetting changes in fair value or cash flows and are assessed
on an ongoing basis to determine that they actually have been
hghly effective throughout the reporting period for which they
were designated

For the purpose of hedge accounting, hedges are classified as

- cash flow hedges when hedging exposure to variability in cash
flows that is either attnbutable to a particular nisk associated
with a recognised asset or liability or a hughly probable forecast
transaction, or

« hedges of a net investment in a foreign operation
There are no fair value hedges

Any gains or losses arising from changes inthe fair value of
denvatives that do not qualify for hedge accounting are taken to
the income statement The treatment of gains and losses arising
from revaluing denivatives designated as hedging instruments
depends on the nature of the hedging relationship, as follows

a) Cash flow hedges

For cash flow hedges, the effective portion of the gain or

loss on the hedging instrument 1s recognised directly in other
comprehensive income, while the ineffective portion is
recognised in the income statement Amounts taken to other
comprehensive income are transferred to the income statement
when the hedged transaction affects the income statement,
such as when a forecast sale or purchase oceurs

If a forecast transaction 1s no longer expected to occur, amounts
previously recogmised in other comprehensive Income are
transferred {o the income statement If the hedging instrument
expires oris sold, terminated or exerased without replacement
or rollover, or if its designation as a hedge 1s revoked, amounts
previously recognised in other comprehensive income remain in
equity until the forecast transaction occurs and are transferred
1o the tncome statement or to the imitial carrying amount of a
non-financial asset or liabifity as above 1f the related transaction
15 not expected to occur, the amount 1s taken to the

Income statement

b) Hedges of a net investment

Hedges of a net investment in a foreign operation, including

a hedge of a monetary item that 1s accounted for as part of the
net investment, are accounted for In a way simular to cash flow
hedges Gains or losses relating to the effective portion are
recognised in other comprehensive tncome while any gains or
losses relating to the ineffective partion are recognised In the
Income statement On disposal of the foreign operation, the
cumulative value of any such gains or losses recognised directly
in equity 15 transferred to the income statement

Derivatives embedded in other financial instruments or other
host contracts are treated as separate derivatives when their nsks
and charactenstics are not closely related to those of the host
contract and the host contract 1s not stated at its fair value, with
changes i 1ts fair value recognised in the income statement

Frorm 1 April 2005, the Group's 6% cumulative preference stock of
£1each have been classified as liabilities Dividends payable are
included within net finance costs

Cash and cash equivalents — Cash and cash equivalents are
carried in the balance sheet at cost For the purposes of the cash
flow statement, cash and cash equivalents compnise cash on
hand, deposits held at calt with banks, other short term highly
hiquid investments with original maturities of three months or
less and bank overdrafts Bank overdrafts are included within
borrowings in current labilities on the balance sheet to the extent
that there 1s no nght of offset nor intention to settle net, with
cash balances

Borrowing costs — Borrowing costs directly attributable to

the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its
intended use or sale are caprtalised as part of the costs of the
respective assets All other borrowing costs are expensed in the
period they occur Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing

of funds

Provisions - Provisions are recognised when the Group 1) has a
present legal or constructive obligation as a resuit of past events,
{i) 1t 15 more hikely than not that an outflow of resources will be
required to settle the abligation, and (1} a rehiable estimate of
the amount can be made Where the Group expects a provision
1o be reimbursed, for example under an insurance contract, the
reimbursement (s recognised as a separate asset but only when
the reimbursement ts virtually certain

Costs related to engoing activities of the Group are not provided
In advance

Assets held for sale and discontinued operations — In accordance
with IFRS s, assets are classified as held for sale If their carrying
amount will be recovered by sale rather than by continuing use In
the business and where the sale 1s highly probable For this to be
the case, the asset must be available for immedate sale in its
present condition, management must be committed to and have
inttiated a plan to sell the asset which, when initiated, is expected
to result in a completed sale within a year Assets that are
classified as held for sale are measured at the lower of their
carrying amount or fair value less costs to sell No depreciation is
charged on items of property, plant and equipment held for sale
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Accounting policies
continued

Assets held for sale and discontinued operations {continued}

A discontinued operation 1s a component of the business that has
either been disposed of, or satisfies the cniteria to be classibed as
held for sale, and represents a separate major line of business or
geographical area of operations (disposal group) or 1s part of a
single co-ordinated plan to achieve such a disposal The post-tax
profit or loss on a discontinued operation 1s shown as a single
amount on the face of the Group income statement, separate
from the continuing results of the Group, prior year amounts are
restated on a comparable basis In the balance sheet, the assets
relevant to the disposal group are reported as a separate line item
after current assets, labilities associated with the disposal group
are similarly disclosed as a line item below current liabilities
Comparative balance sheet amounts are not restated

Dividend distribution - Dividend distribution to the Company’s
shareholders 15 recogntsed as a liability in the Group's financial
statements in the period in which the dividends are paid or
approved by the Company's shareholders

Significant accounting judgements, estimates
and assumptions

The preparation of financial statements 1n conformity with
generally accepted accounting principles requires the use of
estimates and assumptions that affect the reported amounts

of assets and habilities and disclosure of cantingent assets and
labihities at the date of the financial statements and the reported
amounts of revenues and expenses duning the reporting period
Although these estimates are based on management's best
knowledge of current events and actions, actual results ultimately
may differ from those estimates

However, uncertainty about these assumptions and estimates
could result In outcomes that could require a material adjustment
to the carrying value of the Group's assets or habilifies in

the future

The key sources of estimation uncertainty that have a potential
risk of causing matenal adjustment to the carrying amounts of
assets and habilities within the next financial year are as follows

a) Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets at each reporting date
Goodwill s tested for impairment annually and at other times
when such indicators exist
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When value in use calculations are undertaken, management
must estimate the expected future cash flows from the asset or
cash generating unit and choose a suitable discount rate in order
to calculate the net present value of those cash flows Further
detatls are included 1n Note 7

b} Deferred tax assets

Deferred tax assets are recogmised for all unused tax losses to the
extent that 1t 1s probable that taxable profit will be available
against which the losses can be utilised Significant management
adjustment judgement is required to determine the amount of
deferred tax assets that can be recagnised, based upon the likely
timing and level of future taxable profits together with the future
tax planning strategies Actual outcomes may vary that could
require a matenal adjustment to the carrying amounts Further
details are contained in Note 16

¢) Retirement benefit obhigations

The cost of the Group’s defined benefit plans are determined by
using actuarial valuations The actuaral valuation involves making
assumptions about discount rates, expected rates of return on
assets, future salary increases, mortality rates and future pension
increases Due to theiong term nature of these plans, such
estimates are subject to significant uncertainty Further details
are given in Note 17




Financal statements g1

Consolidated income statement
for the year ended 31 March 2010

2010 2009
Note fm fm
Revenue 1 1561 1947
Operating costs 2 {160 9) (1871)
Operating (loss)/profit {4 8) 76
Operating (loss)/profit before exceptional items (21) 100
Exceptional stems 2 z7) {24)
Operating (loss)/profit (48 76
Financial costs (57 {16 0)
Financial revenue 97 n3
Exceptional refinancing costs (28) -
Net financing costs {8 8) {47)
{Loss)/profit before tax {13 6) 29
Taxation 4 39 {o8)
{Loss)/profit for the financial year Chil 21
Attributable to
Owners of the parent {9 6} 21
Minority interests (01) -
(97 21
(Loss}/earnings per share 5
Basic {loss)/earnings per share {8 o)p 28p
Diluted {loss)/earnings per share {8 o)p 28p
Ad)usted (loss)/earnings per share’ (alp 73p
Diluted adyusted {lossi/earnings per share* i a)p 73p

1 Adjusted for the after tax effects of exceptional items and the 1AS 15 charge
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42 Financial statements

Consolidated statement of comprehensive income

for the year ended 31 March 2010

2010 2009
fm fm
(Loss}/profit for the year (97) 21
Other comprehensive iIncome/(expense)
Reclassification of fosses on cash flow hedges to the income statement o1 05
Net gains/{losses) on cash flow hedges 27 (18)
Foreign exchange translation differences 12 34
Foreign exchange differences on borrowings - {26}
Foreign exchange differences on loans forming part of the net investment in foreign operations (1 8) 81
Actuanal fosses on retirement benefit obligations {215) {223)
Actuanal gain on retirement benefit obligation - restriction removed 15 -
Tax cnh components of other comprehensive income 49 46
Other comprehensive expense for the year, net of tax {12 9} {ro1)
Total comprehensive expense for the year, net of tax (22 6) (80)
Attributable to
Owners of the parent (225) (80o)
Munorrty interest {o1) -
(22 6) (8 o}
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Consolidated balance sheet
as at 31 March 2010

2010 2009
Note fm fm
ASSETS
Non-current assets
Goodwill 7 235 245
Other intangible assets 7 16 1
Property, plant and equipment 8 499 511
investment property 9 21 22
Other non-current assets n o4 04
Deferred tax assets 16 229 142
100 4 935
Current assets
Inventories 10 429 464
Trade and other recewvables n 283 in
Retirement benefit surplus 17 15 -
Current tax asset - o7
Cash and cash equivalents 12 73 13
8oo 955
TOTAL ASSETS 180 4 1890
LIABILITIES
Current habilities
Borrowings 13 {13 4) {44 4)
Trade and other payables % (330 (376)
Current tax (02) -
Denvative finaneial instruments 24 (02) (29)
Provisions 15 {o6) (29}
(474) {878}
NET CURRENT ASSETS 326 17
Non-current habilities
Borrowings 13 (m3) (36)
Provisions 15 (o5) (0s)
Preference shares 13 {os) {o5)
Trade and other payables 4 {os) (o5
Deferred tax habilities 16 {o9) (o9
Retirement benefit obligations 17 (74 5} {551}
(88 2} {&11)
TOTAL LIABILITIES (135 6} 0489)
NET ASSETS 448 401
EQUITY
Issued share capital 18 26 4 193
Share premium account 294 96
Currency transiation reserve 20 70 76
Other reserves 20 o9 (19}
Retained earnings 20 (z07) 39
Equity attnibutable to equity holders of the parent 430 385
Minonty interests 18 16
TOTAL SHAREHOLDERS' EQUITY 44 8 401

Approved by the Board on 7 June 2010 and signed on its behalf by

Matthew Peacﬁ( Robert Davies
Chairman Director
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44 Financial statements

Consolidated statement of changes in equity
for the year ended 31 March 2010

Share Currency

Share  premium Retained translation Other Minority Total

capital account earnings reserve reserves Interests equrty

fm ifm tm fm im fm fm

Note 18 Note 20 Nate 20 Note 20
At1Apnl 2008 175 63 191 (13) (o 6) - $10
Profit for the year - - 21 - - - 21
Other comprehensive income - - (177 89 (13) - ho1)
Total comprehensive income for the year - - (15 6} 8g {13) - (80)
Proceeds from share placing 18 35 - - - - 53
Assoclated costs of placing - (02) - - - - (o2}
Employee share options
- value of employee services - - o4 - - - 04
Minority interests arising on acquisition - - - - 16 16
At 31 March 2009 193 g6 39 76 (19) 16 401
Loss for the year - - {g 6} - - (o1} {o7)
Other comprehensive iIncome - - (151) (06) 28 - (120}
Total comprehensive income for the year - - (247 {o6) 28 {01} (22 6)
Proceeds from share placing 71 214 - - - - 285
Associated costs of placing - (16) - - - - (e
Employee share options

—value of employee services - - o1 - - - o1
Proceeds from minority interests - - - - - o3 03
At 31 March 2010 264 294 (z07) 70 0g 18 448
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Consolidated statement of cash flows
for the year ended 31 March 2010

2010 2009
£m im
Cash flows from operating activities {Note 23)
Cash generated from operations c9 11
Income taxes refunded/(patd) 10 (17
Net cash from operating activities 19 {06)
Cash flows from investing activities
Acquisition of subsidiary undertaking (Note 25) (os) (5 6}
Purchase of property, plant and equipment (33) {55}
Purchase of Intangible assets {o9) {o3}
Proceeds on disposal of property, plant and equipment - 17
Proceeds fram minority interests capital injection 03 -
Interest received - o1
Net cash from investing activities {a 4) {9 6}
Cash flows from finanaing activities
Financing costs paid (56) 25)
Proceeds from borrowings 30 48
Repayment of borrowings (z4 0) {4 6}
Issue of ardinary shares 269 51
Payment of finance lease labilities {01) {01)
Net cash from financing activities 02 27
Net decrease in cash and cash equivalents (23) (75}
Net cash and cash equivalents at beginning of year 86 42
Effects of exchange rate changes (o 4} 9
Net cash and cash equivalents at end of year (Note 12) 59 86
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46 Financial statements

Notes to the consolidated financial statements

1 Segmental information

For management purposes, the Group 1s organised into business units according to the nature of their products and services Having
considered the management reporting and organisational structure of the Group, the Directors’ have concluded that the Company
has two reportable operating segments as follows

» The Chain segment manufactures and sells power transmission and conveyor chain and also includes sales of Torque Transmission
product through Chain national sales centres (NSC),

+ The Torque Transmission segment manufactures and sells torque transmission products such as gearboxes and couplings used
in power transmission

No operating segments have been aggregated to form the above reportable segments

Management monitors the operating results of its business units separately for the purpose of making decisions about resource
allocation and performance assessment The Chief Operating Decision Maker (CODM) for the purposes of IFRS 8 — Operating Segment
is considered to be the Board of Directors Segment performance 1s evaluated based on operating profit and loss and 1s measured
consistently with operating profit and loss in the consolidated financial statements However, Group finanaing {including finance
costs and finance income), retirement benefit obligations and income taxes are managed on a Group basis and are not allocated

to operating segments

Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions with third parties

Adjustments
Torque and
Chain Transmussion eliminations Consolidated
Year ended 31 March 2010 fm fm fm fm
Revenue
External customer 112 449 - 1561
Inter-segment 04 53 (57} -
Total revenue b6 502 57 1561
Operating (loss)/profit before exceptional items (74} 30 23 {2
Exceptional operating costs {22) (o3) (02 27
Segment operating (loss}/profit {96) 27 21 (a 8)
Net financing costs (88
Loss before tax (136)
Other disclosures
Inventories 338 g1 - 429
Caprtal expenditure 33 o9 - 42
Depreciaticn and amortisation 41 09 - 50

I Inter-segment revenues are eliminated on consolidation,

i Segment operating results do not include certain Head Office income of £2 1 million,

n Capital expenditure consists of additions to property, plant and equipment, and intangible assets,

v Included in Chain external sales is £9 7 million of Terque Transmission product sold through the Chain NSCs The Torque Transmisston

bustnesses may use the Chain NSC framework in countries where 1t does not have its own presence Where this occurs Torque

Transmisston represents a low proportion of total sales for the NSC,

v The measurement of segment assets reviewed by the CODM 1s inventornies
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1 Segmental information (continued)

Adjustments
Torque and
Chain Transmission elminations Consolidated

Year ended 31 March zo09 £fm im fm im
Revenue
External customer 1421 526 - 1947
Inter-segment 02 73 75 -
Total revenue 1423 599 (75) 1947
Operating profit before exceptional items 22 63 15 100
Exceptional operating costs (21) {02) (o] (z4)
Segment operating profit/{loss) 01 61 14 76
Net financing costs %)
Profit before tax 29
Other disclosures
Inventores 365 g9 - 46 4
Capital expenditure 39 19 - 58
Depreciation and amortisation 38 o9 - 47

1 Inter-segrment revenues are eliminated on consolidation,
I Segment operating results do not include certain Head Office income of £1 4 mullion,
I

Capital expenditure consists of additions to property, plant and equipment, and intangible assets,

v Included in Chain external sales 1s £13 1 million of Torque Transmission preduct sold through the Chain NSCs The Torque Transmission
businesses may use the Chain NSC framework (in countries where it does not have 1ts own presence Where this occurs Torque
Transmission represents a low propartion of total sales for the NSC,

v The measurement of segment assets reviewed by the CODM 1s inventories

The operations of the Group are based in four main geographical areas The UK 1s the home country of the parent company, Renold plc
The main operations in the principal territonies are as follows

+ United Kingdom
« Rest of Eurcpe

- US

+ Other countries

The sales analysis in the table below 1s based on the location of the customer, the analysis of non-current assets is based on the
focation of the assets

2010 2009
Revenues from external customers fm fm
United Kingdom 147 199
Rest of Europe 443 639
us 477 615
Other countries 49 4 49 4

156 1 1947

All revenue relates to the sale of goods

No individual customer, or group of customers, represents more than 10% of Group revenue (2009 - none)

2010 2009
Non-current assets (excluding deferred tax and other non-current assets) fm tm
United Kingdom 125 ns
Rest of Europe 158 76
us 263 282
QOther countries 225 216

77 789

Non-current assets consist of goodwill, other intangible assets, property, plant and equipment and investment property
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48 Financtal staternents

Notes to the consolidated financial statements
continued

2 Operating costs and exceptional items
(a) Operating (loss)/profit is stated after charging/{crediting}

2010 2009
im fm fm fm
Change in inventory of finished goods and work in progress 29 06
Other operating income (z 4) (23)
Raw materials and consumables 667 865
Other external charges 50 258
Employee costs
Gross wages and salanes 48 4 541
Social security costs 78 86
Pension casts - Defined benefit (Note 17) (os) 1
— Defined contribution (Note 17) 10 07
Cost of share-based incentive plans 01 04
56 8 649
Depreciation of property, plant and equipment
- owned assets 45 43
—leased assets 01 01
Amortisation of intangible assets o4 03
Operating leases — minimum lease payments
- plant and machinery o5 04
— property 20 19
25 23
Loss/(prefit) on disposal of property, plant and equipment a5 (o7}
Research and development expenditure o4 04
Auditors’ remuneration (Note 2(b)) 06 06
Trade recervables impairment charge o2 o2
Foreign exchange - 17
Exceptiona! items {Note 2{c}) 27 24
1609 1871
b) Auditors’ remuneration
2010 2009
fooo fooo
Total Total
Fees payable to the Company’s auditors for the audit of the Group's annual financial statements 64 68
Fees payable to the Company’s auditors and their associates for other services
Audit of the Company’s subsidiaries pursuant to legislation 24 263
305 3n
Taxation services 247 96
Corporate finance services 924 29
All other services 103 142
1579 588
This 1s analysed 1n the following captions in the financial statements
Exceptional financing costs 798 -
Share premium 126 -
Operating costs 655 588
1579 588

In the year ended 31 March 2010, the Group's auditors also received fees of £30,000 for audit services provided to Group pension

schemes {2009 - £30,000) These were the only services provided to the pension schemes
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2. Operating costs and exceptional items (continued)
¢) Exceptional items

2010 2009
£m fm

Included in operating costs
Reorganisation and redundancy costs 27 24
27 24

Exceptional costs associated with the restructuring of the Group’s manufacturing and distnbution facilities have onginated as follows
UK £12 million (2009 — £o 5 million), Germany £0 1 mithon (2009 — £0 6 million), Poland £o 7 million (2009 — £0 6 millon) and other
countiies £ 7 millien (2009 — £0 7 million}

2010 2009
fm im

Included in net financang costs

Costs assoclated with refinancing 28 -
28 -

Exceptional refinancing costs include professional fees of £15 million, warranty waver fee of £0 3 rnillion, bank arrangement fee of
£0 6 millien, and the fair value of the warrants over shares of £o 4 million

d) Employees and key management compensation
Employee costs, including Directors, are set out in Note 2(a) above Key management personnel are represented by the Board and
their aggregate emoluments were as follows

2010 2009
fo00 fooo

Short-term employee benefits 602 668
Post employment benefits 70 70
Share-based payments 67 162
739 900

Further details of the remuneration of Directors are provided in the auditable part of the Directors’ remuneration report on
pages 21to 27

During the year key management personnel subscribed for 12,310,449 shares at 20 pence per share under the December 2004 share
155ue, as detalled in Note 18 This includes shares which were subscribed for by Hanover Investors Limited, which are held beneficially
for Matthew Peacock, an entity over which Matthew Peacock exercises significant influence

Durning the year commussions and fees of £978,000 were paid In relation to the December 2009 share issue, as detalled in Note18,
to Singer Capital Markets Limited, an entrty of which Matthew Peacock 1s the Chairman

The average monthly number of persons employed by the Group during the year was

2010 2009
United Kingdom 591 700
Rest of Europe 368 604
us 288 3%
Other countries 909 945

2,156 2,630
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50 Financial statements

Notes to the consolidated financial statements

continued

3 Net financing costs

2010 2009
fm fm fm fm
Financial costs
Interest payable on bank loans and overdrafts (2 6} {2 8)
Costs associated with refinanaing - old arrangement (o2} (02)
Interest cost on financial habilities not at fair value through the income statement {2 8) (30}
Interest cost on pension plan balances (129} {13 o}
{157} {160}
Exceptional financing costs
Costs associated with refinancing {2 8} -
Total financing costs (185} (16 0}
Financial revenue
Interest recewvable on bank deposits and cash equivalents - 01
Interest income on financial assets not at fair value through the income statement - o1
Ineffectiveness of net investment hedge o6 -
Expected return on pension plan assets 91 12
Total financial revenue 97 13
Net financing costs (8 8) {an
4 Taxation
Analysis of 1ax {credit)/charge in the year
2010 2009
fm fm
United Kingdom
UK corporation tax at 28% (2009 — 28%) o2 02
Less double taxation relief (o2 {o2)
Overseas taxes
Corporation taxes (o2 09
Current income tax (credit}/charge (02) 0g
Deferred tax
UK - origination and reversal of temporary differences (os) 02
Overseas —origination and reversal of temporary differences (32 (03}
Total deferred tax credit 37 (o9
Tax (credit)/charge on {loss)/profit on ordinary activities (39 o8
2010 2009
£m im
Tax on items taken directly to equity
Deferred tax on pension plan balances 49 55
Deferred tax on other direct movements in reserves - {oq)
Tax charge in the statement of other comprehensive income 49 46
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4 Taxation (continued)
Factors affecting the Group tax charge for the year

The Group's tax charge in future years will be affected by the profit mix, effective tax rates in the different countries where the
Group operates and utilsation of tax losses No deferred tax is recognised on the unremitted earnings of overseas subsidiaries

The tax assessed for the year 1s more than {2009 —the same as) the standard rate of corporation tax in the UK of 28% (2009 — 28%)

The differences are explained below

2010 2009
£fm im
(Loss)/profit on ordinary activities before tax {13 6) 29
Tax on ordinary activities at 28% {2009 — 28%) (3 8) o8
Effects of
Permanent differences 0b 02
Overseas tax rate differences {os} 04
Utihsation of brought forward unrecognised tax losses (12) (06)
Other temporary differences 12 02
Adjustments in respect of prior periods {02} (o2)
Total tax (credit)/charge {39} 08

5 (Loss)/earnings per share

{Loss)/earnings per share (EPS) are calculated by reference to the earnings for the year and the weighted average number of shares in

1ssue during the year as follows

2010 2009
Weighted Weighted
average Per average Per
{Loss)/ numberof share number of share
earnings shares amount Earnings shares amount
fm (Thousands) {p) tm (Thousands) {p)
Basic EPS
{Loss)/earmings attributed to ordinary shareholders (%] 120,520 (8 0) 21 74,363 28
Effect of dilutive securities
Employee share options -~ - - 17 -
Diluted EPS (97 120,520 (80) 21 74,380 28
Adjusted EPS
Basic EPS (o7 120,520 (8 0) 21 74363 28
Effect of exceptional items, after tax
Redundancy and restructuring 25 21 20 27
Exceptional finanaing costs 28 23 - -
Net finance costs arising on pension plan assets 27 22 13 18
Ad)justed EPS 0P 120,520 (s 4} 54 74,363 73

Incluston of the dilutive securities, shown above, in the calculation of adjusted EPS does not change the amounts shown above

(2009 — no change)

Warrants over 3 500,000 ordinary shares of 5 pence each issued duning the year ended 31 March 2010 have been excluded from the
EPS calculation above on the grounds that these are anti-dilutory Further details relating to the warrants can be found in Note 14

The adjusted EPS numbers have been provided in order to give a useful indication of underlying performance by the exclusion of

exceptional tems

6. Dividends

Noordinary dividend payments were paid or proposed in either the current or prior year
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52 Finznoial statements

Notes to the consolidated financial statements
continued

7 Intangible assets

Computer
Goodwill  software Total
fm fm fm

Cost

At1Apnl 2009 245 37 282
Exchange adjustment f1o) - (10
Additions - 09 cg9
Disposals - (02) {o2)
At 31 March 2010 235 44 279
Accumulated amortisation and impairment

At 1 Apnl 2009 - 26 26
Amortisation charge - 04 o4
Disposals - {o02) {023
At 31 March 2010 - 2B 28
Net bock amount at 31 March 2010 235 16 251
Net book amount at 31 March 2009 245 1 256

Computer
Goadwill software Total
im im fm

Cost

At 1 Aprl 2008 163 33 196
Exchange adjustment 61 01 62
Additions 21 03 24
At 31 March 2009 245 37 282
Accumulated amortisation and impairment

At Apnl 2008 - 21 2t
Exchange adjustment - 02 oz
Amortisation charge - o3 o3
At 31 March 2009 - 26 26
Net book amount at 31 March 2009 245 " 256
Net bock amount at 31 March 2008 163 12 175

Goodwill 1s tested for impairment at least annually and following that exeraise in 2010 no impairment charge has been recognised

in the period (2009 — £nil)
For the purposes of impairment testing of goodwill, these businesses are defined as cash generating units {CGUs)

The carrying amounts of goodwill allocated to CGUs are as follows

2010 2009

£fm im
leffrey Chain, US 191 204
Renold Hangzhou, China 15 15
Ace Chains, Australia o5 04
Renold Chain india 24 22

235 245

The recoverable amount of each CGU has been determined on a value In use basis Value in use is calculated as the net present value
of cash flows derived from detaled financial plans for the next two finanaal periods as approved by the Board Cash flows beyond

the two year plans are extrapolated using the long term country growth rates disclosed as follows
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7. Intangible assets (continued)

Key assumptions used in the value-in-use calculations
Sales volume, selling prices and cost changes

The Group prepares cash flow forecasts based on the latest management estimates for the next two financial years The expected
sales prices and volumes reflect management’s expenence of how sales will develop at this point of the ecanomic cycle The expected

profit margin reflects management’s experience of each CGUs profitabibity at the level of sales and incorporates the impact of

restructuning that took place dunng the year ended 31 March 2010

Growth rates

Cash flows beyond the period of projections are extrapolated using the long term growth rate published by the OECD (Crganisation

for Economic Co-aperation and Development) for the territory in wiich the CGU 1s based

2010 2009
Growth rate % %
leffrey Chain, US 30 31
Renold Hangzhou, China 81 81
Ace Chains, Australia 37 37
Renold Chain India 70 70

Discount rates

Discount rates applied to the cash flow forecasts reflect the current market assessment of the rnisks specific to each CGU The discouat

rates used are as follows

2010 2009
Discount rate % %
Jeffrey Chain, US 147 134
Renold Hangzhou, China 14 2 16
Ace Chains, Australia ng 14
Renold Chain India 26 235

The discount rates applied to the cash flows of each of the CGUs 1s based on the risk free rate for long term bonds {typically ten years)
1ssued by the government in the respective market, adjusted for a nisk premium to reflect both the increased risk of investing in

equities and the systematic risk of the specific CGU In making this adjustment, inputs required are the equity market risk premium
(that 1s the required increased return over and above a risk free rate by an investor who is investing in the market as a whole) and the

nsk adjustment {beta) applied to reflect the risk of the CGU relative to the market as a whole

In determining the risk adjusted discount rate, management has applied an adjustment for the systematic risk to each of the CGUs

deterrmned using an average of the betas of comparable companies

Sensitivity to the changes in assumptions
Managernent believes that no reasonably possible change in any of the key assumptions would cause the carrying value of
Jeffrey Chain, Renold Hangzhou, Ace Chains or Renold Chain India to materially exceed each CGUs recoverable amount
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54 Financial statements

Notes to the consolidated financial statements

continued

8 Property, plant and equipment

landand  Plantand
bulldings eguipment Total
im fm fm

Cost
At1 Apntzo09 222 1235 1457
Exchange adjustment o8 {12) {oa)
Additions o3 jo 33
Disposals - {42) (42)
At 31 March 2010 233 1211 144 4
Aggregate depreciation
At1Apnl 2009 28 018 94 6
Exchange adjustrment - (o} (10}
Charge for the year 04 42 46
Disposals - 37 37)
At 31 March 2010 32 913 945
Net book amount at 31 March 2010 201 298 499
Net book amount at 31 March 2009 194 N7 511

Landand  Plantand

bulldings equipment Total

fm fm fm

Cost
At Apnl 2008 199 1017 1216
Exchange adjustment 24 140 164
Acquisitions 05 40 45
Additions 03 52 55
Disposals {og) (14) {z3)
At 31 March 2009 222 123§ 1457
Aggregate depreciation
At 1 April 2008 24 797 821
Exchange adjustment o1 g3 g4
Charge for the year 03 41 44
Disposals - (13) (13)
At 31 March 2009 28 o918 94 6
Net book amount at 31 March 2009 19 4 Ny 511
Net book amount at 31 March 2008 175 220 395

Met book amount for plant and equipment includes £o 2 million (2009 — £0 3 million) in respect of assets acquired under finance leases

Future capital expenditure

At 31 March 2010 capital expenditure contracted for but not provided for in these accounts amounted to £o 8 mullion

(2009 - fo 8 mitlion)
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9 Investment property

fm
Cost
At April 2009 23
Exchange adjustment (01)
As at 31 March 2010 22
Aggregate depreciation
At1Aprl 2009 01
Charge for the year -
At 31 March 2010 o1
Net book amount at 31 March 2010 21
Net book amount at 31 March 2009 22
Cost
At 1 April 2008 20
Exchange adjustment o3
At 31 March 2009 23
Aggregate depreciation
At 1 April 2008 01
Charge for the year -
At 31 March 2009 o1
Net book amount at 31 March 2009 22
Net book amount at 31 March 2008 19

The present lease of the Group’s Calais property commenced on 3 August 2007 for a period of nine years This agreement s terminable
by the tenant at the end of each three year penod The rental income recogrised in the period was £o 3 million (2009 - £6 3 million)
The total future minimum lease payments under the non-cancellable term amount to £o g million (2009 - £o 3 million) and of this

£0 3 milhon {2009 ~ £0 2 million) 15 due In the next finanaal year and £o 6 million (2009 - £01 million} 1s due in the period after one
year but not later than five years from the balance sheet date

The property has been accounted for on a cost model basis The most recent valuation of the property was conducted in November
2008 by Foncier Expertise, French chartered surveyors and property consultants At that date, the fair value of the property was
assessed at £2 2 million The fair value of the property was determined from the market value based upon transactions of similar
praperties in the area at that time The Directors are not aware of any arcumstances that have arisen to materially alter that
external valuation

10 Inventories

2010 2009
fm fm

Matertals 66 76
Work in progress 99 g1
Finished products 264 297
429 46 4

Inventories pledged as security for habilities amounted to £14 7 million {2009 — £22 7 million}

Wirite-offs taken to the income statement amount to £1 0 million (2009 - fo 7 million)
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56 Financial statements

Notes to the consolidated financial statements
continued

1 Trade and other receivables

2010 2010 2009 2009
Current Non-current Current Non-current

im fm im im

Trade receivables' 261 - 338 -
Less provision for impairment of recewvables o7 - (o7) -
Trade receivables = net 254 - N -
Other recewvables 16 03 20 03
Prepayments and accrued income 13 01 20 o1
283 ogq 371 04

1 Financial assets carnied at amortised cost

The Group has recognised a loss of £0 2 million (2009 — loss of £o 2 million} for the impairment of its trade receivables during the year

The Group has no significant concentration of credit sk

The Group has a concentration of translational and transactional fereign exchange risk i both US Dollars and Euros However, the

Group hedges against these risks
Trade receivables are non-interest bearing and are generally on 30-go days’ terms See Note 24/(d} for credst risk policy

As at 31 March, the ageing analysis of trade receivables 1s as follows

Neither past Past due but not impaired
due nor
Total impaired <3odays 30-6odays 60-g90days >g0 days
fm fm m m tm fm
2010 25 4 209 3o o8 o3 04
2009 31 284 31 0g 03 04
2010 2009
fm fm
Movement on impairment provision
Opening provision o7 06
Exchange adjustment {o%) 01
Net charge to income statement oz 02
Utilised 1n year through assets wnitten off {o1) {02)
Closing proviston 07 07
12 Cash and cash equivalents
2010 2009
fm im
Cash at bank and in hand 51 93
Short term bank deposits 22 20
Cash and cash equivalents 73 13
In the Group cash flow statement, net cash and cash equivalents are shown after deducting bank overdrafts, as follows
2010 2009
fm fm
Cash and cash equivalents (as shown above) 73 13
Less Overdrafts (Note 13} {14} 27
Net cash and cash equivalents 59 86
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13. Borrowings

2010 2009
£m im
Amounts falling due within one year
Overdrafts 14 27
Bank loans g $16
Obligations under finance leases o1 01
34 44 4
Ameunts falhing due after more than one year
Bank loans n2 35
Obhgations under finance leases o1 01
n3 36
Preference stock o5 95
ng 41
Total borrowings (Note 24(d)) 252 A8%

All financial habities, excluding finance lease obligattons above, are carried at amortised cost

Refinancing

On 13 luly 2009, the Croup reached agreement to enter into a three year bank facility with the existing bank syndicate members led

by The Royal Bank of Scotland plc, with Fortis Bank S A /NV as a partiopant and the key terms of this new facility were effective from

13 August 2009 The key terms were a Mult Revolving Credrt Facility {MRCF} of £20 0 mullion and a Multi Currency Term-Loan Facility {MTLF)
of £11 0 million with both faciities expiring on 30 June 2evz2 This faolity was itself amended in December 20049 following the successful
share 1ssue (see Note 18) with the repayment and cancellation of the £11 o mullion MTLF and certain finanoal and non-financial covenants
were relaxed The remaining £20 o million MRCF 15 the Group's principal credit facility although the Group also benefits from numerous
overseas facilties At the year end the undrawn facility was £117 million

The Group pays interest at Libor plus a vanable margin in respect of the MRCF The average rate of interest paid in the year was
LIBOR plus 3375% This faciity has a number of financial and non-financial covenants which are tested on a quarterly basis

Secured borrowings
Included in Group borrowings are secured borrowings of £16 ¢ million {2009 = £40 5 mullion) Secunty 1s provided by fixed and floating
charges over UK assets {including certatn property, plant and equipment) and the assets of certain overseas subsidiaries

Finance leases
The Group has finance leases for various items of plant and machinery These leases have terms of renewal but no purchase options
or escalation clauses

2010 2009

im fm

Obhgations under finance leases

Minimum payments under finance leases are as follows

Amounts payable within one year o1 01

Amounts payable between two and five years 01 o1

Total gross payments 02 o2

Less Finance charges allocated to future periods - -
02 o}

Allocated as

Current abligations o1 o1

Non-current obligations o1 01
o2 02
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sB Financial statements

Notes to the consolidated financial statements
continued

13 Borrowings {continued)

Preference stock
At 31 March 2010 there were 580,482 units of 6% cumulative preference stock of £1each 1n 1ssue {2009 - 580 482)

All payments of dividends on the 6% cumulative preference stock have been paid on the due dates The 6% cumulative preference stock
has the following rights

1} afixed cumulative preferential dividend at the rate of 6% per annum payable half yearly on 1 januvary and 1July in each year,

1) rank both with regard to dwidend (including any arrears to the commencement of a winding up} and return of capital in pnerity
to all other stock or shares of the Company, but with no further nght to participate in profits or assets,

m) noright to attend or vote, either in person or by proxy, at any general meeting of the Company or to have notice of any such
meeting, unless the dividend on the 6% cumulative preference stock is in arrears for six calendar months, and

v

—

no redemption entitlement

There 1s no significant difference between the carrying vatue of finanaial habilities and their equivalent fair value

14. Trade and other payables

2010 2010 2009 2009
Current Non-current Current  Non-current

fm fm im fm

Trade payables® 201 - 229 -
Other tax and social secunty 19 - 23 -
Other payables 13 - 14 -
Accruals and deferred income g7 05 ne 05
330 05 376 05

1 Financial habihties carmed at amortised cost

Trade payables are non-interest bearing and are normally settled within 60 day terms The Group does have a concentration of
translational foreign exchange risk in both US Dollars and Euros However, the Group hedges against this nisk

Other payables include £o 4 million (2009 — £n1l) being the fair value of warrants issued to the Group's lenders as part of the refinancing

that was completed in August 2009 The warrants are over 3,500,000 ordinary shares of 5 pence each and have a seven year term
commencing from 13 August 2009 during which they can be exercised at any time

15. Provisions

Business  Contingent Other Total

restructuring consideration provisions provisions

tm fm tm tm

At 1Apnl 2009 17 15 02 34
Exchange adjustment (02} o1 - {o1)
Ansing during the year 04 - - 04
Utihsed in year (13) (1) {02} (2 6}
Al 31 March 2010 06 o5 - "
2010 2009

Allocated as im im
Current provisions o6 29
Non-current provisions o5 os
1 34
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15 Provisions {(continued)

Business restructuring
This provision relates to the reorgamisation and restructunng of businesses and will be utilised within the next financial year

Contingent consideration

Renold Chain India Private Limited —India

The contingent consideration following the acquisttion of Renold Chain India Private Limited was finalised by the year end at £11 mullion
This was fully paid in Apnl 2010

Rerold (Hangzhou) Co Limited — China

A proviston was established following the acquisition of go% of the equity interest in Renold (Hangzhou} Co Lirmited in the period

ended 31 March 2008

Other provisions

Provisions retained in respect of former discontinued operations have been utilised in the year

16 Deferred tax

Assets Liabilities Net
2010 2009 2010 2009 2010 2009
ftm tm £m fm £m fm
Accelerated caprtal allowances 13 14 {o3) (15) 10 o1
Penston plans 16 6 107 {0 4) 03 16 2 no
Tax losses 59 46 o1 - 60 46
Other temporary differences {o9) (25) {o3) 03 (12} (22
Tax assets/(habilities) 229 142 (ca) (og) 220 133
Net off (labilities)/assets {0 9) (o9} 09 09 - =
Net deferred tax assets 220 133 - - 220 133
The net deferred tax asset recoverable after more than one year 1s £22 o millon (zo0g - £13 3 millien)
The movement in the net deferred tax balance relating to assets is as follows
Recognised
directly
Recognised in other
Opening  Exchange  inincome comprehensive  Closing
balance adjustments statement income  balance
2010 fm fm fm fm fm
Accelerated capital allowances 14 (o1 - - 13
Pension plans 107 [+3! 05 53 166
Tax losses 46 02 1 - 59
Other temporary differences (25) {o2) 18 - (o9}
14 2 - 34 53 229
Recognised
directly
Recognised 1n other
Opening  Exchange inincome comprehensive  Closing
balance adjustments statement income  balance
2009 fm tm fm im im
Accelerated capital allowances 30 {os) (1) - 14
Pension plans 47 o5 - 55 107
Tax losses 25 06 15 - 46
Other temporary differences {03) {os) {os) {12) (25
g9 01 (03) 43 142
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Notes to the consolidated financial statements
continued

16 Deferred tax (continued)
The movement in the net deferred tax balance relating to llabilities in the year is as follows

Recognised

directly

Recognised in other
Opening  Exchange inincome comprehensive  Closing
balance adjustments  statement income  balance
2010 fm fm im im fm
Accelerated capital allowances fi5) o2 10 - (e3)
Penston plans 03 {01) {o2) {o4) (0 4)
Tax losses - - o1 - 01
Other temporary differences 03 - (c6) - (o3)
(o9 o1 03 (o4) (o9)

Recognised

directly

Recognised in other
Opening  Exchange inincome comprehensive  Closing
balance adjustments  statement income  balance
2009 fm fm im fm fm
Accelerated capital allowances {22) 02 o5 - (15}
Pension plans 01 - 02 - 03
Tax losses 03 - {03} - -
Other temporary differences 02 - {032) 03 03
(16) 02 02 03 {og)

During the year the Group has reported an operating loss of £21 million, before exceptional items The businesses in all jurisdictions
where deferred tax assets have been recognised will, more hkely than not, generate suitable profits based on approved management
forecasts from which the future reversal of the underlying timing differences can be deducted

A deferred tax asset amounting to £18 1 million {2009 - £18 3 million) consisting of a deferred tax asset in relation to unrecognised

losses of £15 6 million (2009 = £170 million) representing losses of £50 0 million (2009 ~ £54 1 million) and a deferred tax asset In relation
to other timing differences of £2 5 millien (2009 - £1 3 million) has not been recognised in certain subsidiaries where, based ¢n avallable
evidence, 1t 1s considered unlikely that they will be recovered within the fareseeable future Materally all of these losses are not subject
to time hmits

17. Pensions

The Croup operates a number of pension plans throughout the world covening many of its employees The principal funds are those
In the UK (i) the Renold Group Pension Scheme (RGPS), (1) the Jones & Shipman ple Retirement Benefits Plan {1971} {J&S), and () the
Renold Supplementary Penston Scheme 1967 (RSPS) These three plans are funded plans of the defined benefit type with assets held
In separate trustee admimistered funds Future accrual to the J&S and RSPS ceased 1n August 2008 and RGPS 1n June 2009

The Renold Group Money Purchase Pension Scheme (RGMPS) 1s a defined contribution type plan Future contnibutions to the RGMPS
ceased in April 2009 All current and future UK employees have the oppartunity to join the Renold Personal Pension Plan which 1s
a contract based defined contnbution scheme

Overseas employees participate in a vanety of different pension arrangements of the defined contnbution or defined benefit type,
funded in accordance with local practice

The most recent actuanal valuations of the RGPS and the RSPS were at 5 April 2007 The valuations of both plans used the projected
unit method and were carried out by Barnett Waddingham, professionally qualified actuaries The last valuation of the i&S RBP was
at April 2006, also carrnied out by Barnett Waddingham These valuations are updated as of the balance sheet date for financial
reporting purposes

For all defined benefit plans operated by the Group the disclosures in the financial statements are based on the most recent actuarial

valuations Where material, these have been updated to the balance sheet date by qualified independent actuaries The disclosures
provided on the next page are presenied on a weighted average basis where appropriate
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17. Pensions (continued)

The prinapal financial assumptions used to calculate plan habiihies as at 31 March 2010 are presented below The assumptions adopted
by the plans actuaries represent the best estimates chosen from a range of possible actuarial assumptions which, due to the timescale
covered, may not necessarnly be borne out in practice

UK Overseas
2010 2009 2010 2009
Rate of increase in pensionable salaries’ - 35% 23% 2 8%
Rate of increase in pensions in payment and deferred pensions 35% 30% 15% 28%
Discount rate 5 6% 69% 5 6% 62%
Inflation assumption 37% 30% 2% 2 8%
Expected return on plan assets 65% 68% 73% 76%

1Following the closure of the UK defined benefit pension schemes to future accrual no assumption for the rate of increase in pensionable salaries 1s necessary

Plan assets are stated at their market values at the respective balance sheet dates and overall expected rates of return are established
by applying published brokers’ forecasts to each category of plan assets

The predeminant defined benefit obligation for funded plans within the Group resides in the UK (£197 4 million of the £238 2 mullion
Group obligation for funded plans) In addition to the assumphions shown above, mortaltty assurnptions have a significant bearing on
the calculated obligation The assumed life expectations for the RGPS on retirement at age 65 are as follows (different rates apply for
the RSPS and the J&S)

2010 2009
Retiring today

Males 196 195
Females 223 223
Retinng in 20 years

Males 208 207
Females 234 234

The post-retirement mortality tables used for the plan are the PAg2 series tables published by the UK actuarial profession The martality
rates for the RGPS (which represents approximately two-thirds of the UK defined benefit obligation) are based on average year of birth
for both non-pensioners and pensicners with an allowance for the medium cohort projection An uplift of 40% has been applied to the
standard rates The effect of this adjustment is to reduce Iife expectancy The assumed life expectancy is langer for the other two UK
defined benefit plans

Sensitivity analysis

Assumption

Change in assumption Impact on plan liabilities
Discount rate Increase/decrease by 0 5% Decrease/increase by 70%
Rate of inflation Increase/decrease by o 5% Increase/decrease by 4 0%
Rate of mortality Increase by 1 year’ Increase by 3 0%

2 Caleulated using a reduction to assumed mortality rates of 12 % at all ages This is broadly equivalent to an increase in ife expectancy of 1year at age 65

The expected long term rates of return and market values of assets of the principal defined benefit plans of the Group, together with
the present value of plan liabilities, are shown below It should be noted that the market values of the plans’ assets are stated as at the
Group's year end It 1s not intended to realise the assets in the short term and the value may therefore be subject to significant change
before being realised The present values of the plans’ liabilities are denived from cash fiow projections over long periods and are thus
inherently uncertamn

The fair values of plan assets were

UK Overseas Total

2010 2009 2010 2009 2010 2009

tm im £fm fm fm im

Equities 701 678 78 53 779 731
Bonds 668 620 46 43 N4 663
Other 108 09 51 60 159 6g
Total market value of assets 1417 1307 175 156 165 2 1463
Present value of plan hiabilities {197 4) (1578) (40 8) {a36) {238 2) (201 4}
Defiaits in plans (497 (271) (233) {28 0) (7130 (551

Equities includes tnvestments in quoted equities, funds of hedge funds and property investment vehicles
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Notes to the consolidated financial statements

continued

17 Pensions (continued)

Pension commitments
Pension obligations

The movement in the present value of the defined benefit obligation is as follows

2010 2009

UK  Overseas Total UK  Overseas Total

£fm fm fm fm fm im
Cpening obligation (157 8) (43 6) {201 4} (168 0) (369} (204 9}
Current service cost (o) {os) {o6) {10) {os) {15}
Interest cost (1osg) (2 4) fizg) {10 8) {22) (130}
Contributions by plan participants - (o2) {o2) {os) - {os)
Actuanial gains and losses (a0 49) 22 {387 125 04 129
Gains on curtallments n - 1 04 - o4
Benefits paid 108 34 142 96 23 1ng
Liabilities extinguished on settlement - 15 15 - - -
Exchange adjustment - (2} {12) - 67) &7
Closing obligation {197 4) {40 8} {238 2) (157 8) {43 6) (201 4}
The total defined benefit obligation can be analysed
as follows
Obligations related to funded pension plans {197 4) (19 6} (217 0) [1578) (216) (79 4}
Obligations related to unfunded pension plans - (21 2) (212) - (22 0) {22 0}

(197 4) {308) (238 2) {157 8) {43 6) (201 4)
Pension assets
The movement in the present value of the defined benefit plan assets Is as follows
2010 2009

UK  Overseas Total UK Overseas Total

fm fm fm £fm fm fm
Opening assets 1307 56 1463 1685 152 1737
Expected return on plan assets 8o 11 gt 99 13 n2
Actuanial gains and losses 177 10 187 {315) 37 (352)
Contributions by the employer 21 13 34 29 11 40
Contributrons by plan participants - o2 02 05 - o5
Benefits paid (10 8) {z2) {13 o) (0 6) () (o7)
Assets distnbuted on settlement - (is) (is) - - -
Exchange adjustment - 20 20 - 28 28
Closing assets 1477 175 165 2 1307 156 1463
Balance sheet reconciliation
Plan obligations (197 4) {40 8) {238 2) (157 8) (a36) (z01 4)
Plan assets w377 175 165 2 13O7 156 1463
Retirement benefit obligation (ag7) (233) {13 0) {271) (28 0) {551)
Analysed as follows
Current assets
Retirement benefit surplus - 15 15 - - -
Non-current liabilities
Retirernent benefit obligations {a97) (24 8) (74 5) (277) {28 0) {s51)
Net retirement benefit cbhigation {aa ) (233) (73 o} (277 (28 o) {551}

The retirement benefit surplus shown above 1s 2 net asset of £15 million {200¢ - £nil) in respect of a closed South African defined
benefit pension scheme Following a number of key events in respect of the South African scheme in accordance with South African
legislation a surplus was identified These events included a surplus apportionment exercise undertaken by the Company and trustees
As a result of these events the surplus qualifies as an asset under IFRIC 14 and therefore has been recognised in the balance sheet The
Drrectors expect that upon final hquidation of the scheme that the Group will receive a cash settlement
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17. Pensions (continued)

The net amount of actuartal gains and losses taken to the statement of comprehensive income is as follows

2010 2009
fm fm
Actuarial (losses)/gains arsing on plan obligations (38 7} 129
Actuanial gains/{losses) ansing on plan assets 187 (35 2)
Net actuarial losses (200} {223)
The actual gain on plan assets was £27 8 million {2009 - loss £24 0 muillion)
An analysis of amounts {credited)/charged to operating costs I1s set out below
2010 2009
fm fm
Operating costs
Current service cost {o6) {i5)
Gains on curtallments 11 Q4
05 4B)]
History of experience gains and losses
UK
2010 2009 2008 2007 2006
Experience adjustments ans:ng on plan assets
Amount {£m) 77 (315) no) (35) 45
Percentage of plan assets 12 0% 241% 69% 21% 8g%
Experience adjustments ansing on plan habilities
Amount (£Em) {409) 125 268 45 {15 2}
Percentage of present value of plan liabilities 207% 790% 16 0% 23% 78%
Present value of plan liabilities {fm) {197 4} 1578} (168 o} (1925) (195 6}
Fair value of plan assets (Em) 1477 1307 1585 164 4 1627
Deficit (fm) (497) 271) (95) (281) (329)
Overseas
2010 2009 2008 2007 2006
Expenence adjustments arising on plan assets
Amount {fm) 10 (37 o) o8 17
Percentage of plan assets 57% 237% 59% 53% 11 o%
Experience adjustments arising on plan liabilities
Amount (Em) 22 04 n (og) 63)
Percentage of present value of plan habilities 5 4% 09% 30% 26% 173%
Present value of pfan liabilities (£m} {a0 B} {a3 6) {369) (35 0) (369
Fair value of plan assets {fm) 175 156 152 151 155
Deficit (£m) {233) {28 0) {217) (1ig 9) {210}
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Notes to the consolidated financial statements
continued

17. Pensions {continued)

Total

2010 2009 2008 2007 2006
Experience adjustments arising on plan assets
Amount (£m) 187 {35 2) {no} (27} 162
Percentage of plan assets 1n3% 241% 69% 1% g91%
Experience adjustments ansing on plan habilities
Armount (£m) (387) 129 279 36 {215)
Percentage of present value of plan habilities 16 2% 6 4% 13 6% 16% 93%
Present value of plan liabilities {Em) (238 2) (201 4) (204 g} (2275) {2321)
Fair value of plan assets (fm) 165 2 1463 1737 1795 1782
Deficit (m) {73 0] {s51) {312} {480} {539}

The cumulative amount of actuanial losses recognised in other comprehensive income since 4 Aprik 2004 was £46 6 milhon
(2009 - £26 6 million) The Group expects to contribute approximately £o 7 million (2009 - £3 5 million) to defined benefit plans
In the year ended 31 March 201

As a result of the deficits in the main UK plans, it has been agreed with the actuaries and trustees that, under existing arrangements,
annual lump sum payments commencing at £16 million will be paid to the RGPS plan and £o 5 million to the RSPS plan over a twelve
year period

The Group operates a2 number of defined contribution plans The cost for the period was £1.0 mullien (2009 — £0 7 million) There were
outstanding contributions in creditors of £nil (2009 — £n1l} at the balance sheet date

18. Called-up share capital

Authorised 1ssued
2010 2009 2010 2009
fm fm £m im

Equity interests

Ordinary shares of 25 pence each - 231 - 193
Ordinary shares of 5 pence each - - no -
Deferred shares of 20 pence each - - 154 -
- 231 26 4 193

At 31 March 2010, the 1ssued ordinary share capital comprtsed 219,564,703 ordinary shares of 5 pence each (2009 -77.064,703 ordinary
shares of 25 pence each)

On g December 2004, each 1ssued ordinary share of 25 pence was subdivided and converted into one ordinary share of 5 pence
and one deferred share of 20 pence The deferred shares have no voting or dividend nights

On 10 December 2009, 87.500,000 new ordinary shares of 5 pence each were issued through a placing and open offer and 55,000,000
new ordmnary shares of 5 pence each were issued through a firm placing raising £28 s mithon gross (£26 g million after transaction
expenses) The new shares rank pari passu with the existing ordinary shares

At the 20049 annual general meeting, new articles of association of the Company were adopted whereby the requirement for the
Company to have an authonsed share capital has been removed

During the year the Company issued no ordinary shares (2009 — 42,509 ordinary shares of 25 pence each) for a cash consideration
of £nil (2009 - £23,339) by the exercise of options under the Company’s share option schemes
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19. Share-based payments

Details of the share-based payment arrangements are provided in the Directors’ remuneration report on pages 21 to 27

Following the division of the existing shares on g December 2009 and 15sue of new ordinary shares on 16 December 2009, the
comparative numbers have been restated to take account of the adjustments required to calculate the dilutory impact of the share
1ssue on the value of the share options outstanding at that date Whilst this adjustment changes the quantity and exercise price,

it does not iImpact the net overall value of the share options awarded

At 31 March 2010, unexercised options for ordinary shares amounted to 10903517 (2009 - 6,104,307 restated)

The fair value per option granted in the penod and the assumptions used in the calculation are as follows

restated
2010 2009

Executive share Executive share

option scheme option scheme
Grant date 5210 25108 1408
Share pnice at date of grant 23 op 311p 673p
Exercise price 232p sp 65 6p
Number of employees 8 1 1
Shares under option 6,474,849 63.481 21,735
Vesting period (years) 3 3 3
Expected volatility 48 0% 33 6% 30 8%
Option iife (years) 10 10 10
Expected life (years) 6 6 6
Risk free interest rate 19% 23% 39%
Assumed dividends expressed as a dividend yield Zero Zero Zero
Possibility of ceasing employment before vesting Zero Zero Zero
Fair value per option 109p n3p 261p
Probability of meeting market based vesting condiions 40% 60% 60%

The expected volatility 1s based an historical volatility over the last three years The expected life is the average expected period to
exercise based on historical data The nisk free rate of return 1s the yield on zero coupon UK government bonds of a term consistent with
the assumed option life Dividend yields indicated above are an expression of assumed dividends over the respective periods included

in the caleulation These assumptions may not be borne out in practice A reconciliation of option movements over the year ended

31 March 201015 shown as follows

Executive share option schemes

restated
2010 2009

Weighted Weighted
average average
exercise exercise
Number price Number price
Qutstanding at 1 April 5,424,596 69 9p 5.358,423 731p
Granted 6,474,849 23 2p 275.216 577p
Lapsed (145.742) 834p  (209.043) 134 4p
Forfeited {250,186) 70 4p - n/a
Qutstanding at 31 March 10,903,517 412p  5,424596 6ggp
Exercisable at 31 March 2,203,159 7op 1,069,878 58 gp
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Notes to the consolidated financial statements
continued

19 Share-based payments (continued)
Savings related share option scheme

restated
z010 2009
Weighted Weighted
average average
exercise exercise
Number price Number price
Outstanding at 1 April 679,711 46 2p 777588 46 2p
Lapsed (674,615) 462p {38,568 463p
Forfeited (5,096} 46 2p {9,386} 463p
Exercised - nfa {49.923) 467p
Outstanding at 31 March - - 679,7M 46 2p
Exercisable at 31 March - - 679, 46 2p
Executive share option scheme
restated
2010 2009
Weighted Woeighted average Weighted Weighted average
average remaining hfe average remartming hife
exercise  Number of exercise  Number of
Range of exerase prices price shares  Expected Contractual price shares Expected Contractual
315pte633p 273p 7510728 52 91 528p 1,059,366 24 62
64 6ptoBosp 670p 2,776,233 29 69 695p  3,660586 40 81
852ptoiocogp 94 8p 616,556 25 62 94 8p 616,562 34 72
1wi1optonyap - - - - n74p 88,082 - o3
Savings related share option scheme
restated
2010 2009
Weighted Weighted average Weighted Weighted average
average remaining life average remaining life
exercise  Number of exercise  Number of
Range of exercise pnces price shares  Expected Contractual price shares  Expected Contractual
54 3p to 55 08p - = = = 46 2p 679.7m - 02

The weighted average share price during the period for options exercised over the year was nil 2009 - 64 4p restated) The total
charge for the year relating to employee share-based payment plans was £110,000 (2009 — £368,000), all of which related to equity
settled share-based transactions After deferred tax, the total charge was £110,000 (2009 — £269,000}

The middle market price of ordinary shares at 31 March 2010 was 24 25p and the range of prices during the year was 15 5p to 33 25p

20 Reserves

The currency translation reserve 1 used to record exchange differences ansing from the translation of financial statements of foreign
operations and the proportion of the gains or losses on hedging instruments used to hedge against movements in net investments
in foreign operations that are determined to be effective

Other reserves records the portion of the gain or loss on a hedging instrument in a cash flow hedge thai 1s determined to be an
effective hedge

Cumulative goodwill written off directly to Group reserves at 31 March 2010, subsequent to the capital reorganisation in January 1985,
amounted to £2 o mitlion {zo09 - £2 0 million)

Included in retained earnings 1s an amount of £7 0 million (net of tax) (2009 — £71 million} relating to the revaluation of freehold
property that was undertaken at the date of IFRS adoption The amount is not distributable until it 15 realised
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21 Operating lease obligations
The Group has entered into leases on commercial properties and plant and equipment

At the end of the year there were the following minimum rental commitments under non-cancellable operating leases

2010 2009
Properties Equipment Properties Equipment
im fm fm fm
Within one year 21 o5 21 05
Between two and five years 66 04 74 04
Over five years 173 - 139 -
26 0 o9 23 4 09

Certain of the leased properties have been sublet and the future minimum sublease payments expected to be received under non-

cancellabte sublease agreements 1s £o g million (2009 - £12 million)

22. Contingent habilities

Performance guarantees given to third parties in respect of Group companies were £3 8 million {2009 — £3 g miliorn)

23. Additional cash flow information
Reconcihation of {loss)/profit before tax to net cash flows from operations

2010 2009
fm im

Cash generated from operations
{Loss)/profit before taxation (13 6) 29
Depreciation and amortisation 50 a7
Loss/(profit) on plant and equipment disposals 05 (o7
Equity share plans o1 04
Net finarice costs 88 47
Decrease in inventornies 40 34
Decrease in receivables 86 38
Decrease 1 payables (53) {130)
Decrease 1n provisions (22 (z0)
Movement on pension plans s {39
Movement in derivative finanaal instruments 01 o8
Cash generated from operations 09 11
Reconciliation of net increase/{decrease) in cash and cash equivalents to movement in net debt

2010 2009

fm im

Decrease in cash and cash equivalents (23) {75)
Change in net debt resulting from cash flows 2o {02
Foreign currency translation differences o6 {5 6}
Change in net debt during the period 93 033)
Net debt at start of year (372 {239
Net debt at end of year (179) {372)
Net debt comprises
Cash and cash equivalents {Note 12} 73 mn3
Total barrowings (Note 13) {25 2) {485)

{179) {372)
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68 Financaial statements

Notes to the consolidated financial statements
continued

24 Financial instruments
These notes should be read in conjunction with the narrative disclosures in the Finance Director’s Review on pages 1110 13

Exchange rate sensitivity

The following table demonstrates the sensitivity to a reasonably possible change in the US Dollar and Euro exchange rates, with all
other variables held constant, of the Group's loss befare tax (due to changes in the fair value of monetary assets and liabihties) and
the Group's equity {due to changes in the fair value of forward exchange contracts and the effect of hedging borrowings in reserves)
The impact of translating the net assets of foreign operations into Sterling 1s excluded from the sensitivity analysis

Change in US Dollar rate

Effect on Effect on

increase/ loss shareholders

{decrease) before tax equity

in LSS rate im fm

2010 25% 19 ob
(10%) (12) (o2}

Effecton Effect on

Increase/ profit shareholders

(decrease) Dbefore fax equity

n USS rate ifm fm

2009 25% o2 39
(r0%) {01) {21}

Change in Euro rate

Effect on Effect on

Increase/ loss shareholders

(decrease} before tax equity

in Euro rate im fm

2010 25% 03 25
{10%) {01} {is)

Effecton Effect on

Increase/ profit shareholders

{decrease) before tax equity

in Eurorate fm im

2009 25% o3 08
ho%) (o2) {os)

Interest rate sensitivity
The following table demonstrates the sensitivity to a reasonably possible change in the basis points of the Group’s floating interest rates

Effect on

Increase loss

inbasis  before tax

point fm

2010

Sterling +150 -
Us Dollar +150 {o2)
Euro +150 -
Other +150 (02)
{o4)
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24. Financial instruments (continued)

Effecton
Increase profit
inbasis  before tax
point tm
2009
Sterling +50 {0}
US Dollar +150 (032)
Euro +150 lo2)
Other +150 {o2)
[07)
(a) The balance sheet position on financial instruments 1s set out below
2010 2009
fm tm
Current habilties
Forward foreign currency contracts — cash flow hedge (o2) {29)

The cash flow hedges of the expected future transacttons in US Dollars and Euros were assessed to be highly effective Aloss of
fo1million (2009 - loss £0 5 million) was transferred to operating costs in the income statement in the period

b) Short-term receivables and payables

The carrying amount of short term recevables and payables (being those with a remaining life of less than one year} 1s deemed to

approximate to their fair value

c) Hedge of net investment in foreign entity

The Group has US Dollar denominated borrowings which 1t has designated as a hedge of the net investment n its subsidianies in the US
The carrying value of the US Dollar borrowings at 31 March 2010 was £8 5 million {1 April 2009 ~ £5 1 million} A foreign exchange gan of
£o 6 milhion (2009 —loss of £2 6 million taken to reserves) on translaticn of the borrawings into Sterling 1s included in net financing costs

as interest income on financial assets not at farr value as the hedge of the net investment in the US subsidianies was deemed not to

be effective

d) Currency and interest rate profile of financal habilities of the Group

Fixed Floating

rate rate Totat
Currency im fm Em
2010
Sterling
~ Financial liapilities 02 - 02
- Preference stock o5 - o5
US Doltar - 14 n4
Euro - o9 0g
Other 04 18 122
1 241 252
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70 Finzncial statements

Notes to the consolidated financial statements
continued

24. Financial instruments {contmued)
d) Currency and interest rate profile of financial habilities of the Group {continued)

Fixed Floating

rate rate Total
Currency fm fm fm
2009
Sterling
- Financial liabihties 02 106 108
~ Preference stock 05 - os
Us Dollar - 16 né
Euro - 130 130
Other 06 120 126
13 472 485

The 6% cumulative preference stock of £1each has no fixed repayment date

Floating rate financial habilities bear interest at rates based on relevant national base rate equivalents, which can fluctuate on
a daily basis

The other financial instruments of the Group that are not included in the above tables are non-interest bearing and are therefore
not subject to interest rate risk

Interest rate nisk

The Group's exposure to the risk of changes in market interest rates relate pnimanly to the Group's Sterhing, US Dollar and Eure
debt obligations

Foreign currency nisk

As a result of the significant investment operations in the US and Europe, the Group's balance sheet can be affected sigrificantly
by movements in the US Dollar/Sterling and Euro/Sterling exchange rates

Credit risk

The Group trades only with recogrised, creditworthy third parties It 1s the Group's policy that all customers who wish to trade on
credit terms are subject to credit verification procedures In addition, receivable balances are momitored on an ongoing basis with the
result that the Group's exposure to bad debts 1s not significant The maximum exposure is the carrying amount as disclosed in Note 11
There are no significant concentrations of credit nisk within the Group

With respect to credit risk anising from other financial assets of the Group, which comprise cash and cash equivalents and certan
dervative instruments, the Group's exposure to credit nsk has a maximum exposure equal to the carrying value of these instruments

&) Currency and interest rate profile of financial assets at 31 March 2010

2010 2009
Cash at Cash at
bankand Shortterm bankand Shortterm
in hand deposits Total in hand deposits Total
Currency fm fm im im im fm
Sterling 14 10 24 o6 - 06
Euro 13 06 19 36 13 49
us Dollar c1 - 01 30 - 30
Other 23 06 2g 21 07 28
51 22 73 93 20 3

Cash balances and short term deposits are held with the Group’s bankers These deposits are held largely in Germany and South Africa
and earn interest at bank deposit interest rates for periods of up to three months

Renold pl¢ Annual Report and Accounts 2010
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24 Financial instruments {continued)

f} Matunity of finanaal liabilities
The matunty profile of the contracted amount of the Group's financial Labibities was as follows

1year or More

less or 1to2 2tog thang
on demand years years years Total
2010 im fm fm im fm
Interest bearing loans and borrowings 142 o5 108 03 58
Leases o1 o - - 02
Trade payables 201 - - - 201
Forward foreign exchange contracts - outflow 172 - - - 172
Preference stock’ - - - 0§ os
516 06 108 o8 638

1year or More

less or 1to2 ateg than g
on demand years years years Total
2009 im fm fm fm £m
Interest bearing loans and borrowings 462 18 11 o7 408
Leases 01 o1 - - 02
Trade payables 229 - - - 229
Forward foreign exchange contracts — outflow 143 - - - 143
Preference stock’ - - - 05 os
835 19 11 12 877

1 No fixed repayment date

The Group has contracted forward contracts consisting of Euro forward contracts of £13 3 milhon (2009 - £5 © millian} and US Dollar
forward contracts of £3 g million (2009 — £9 3 million) due within one year

g) Borrowing facilities

The Group has the following undrawn committed borrowing facilities available at the year end date in respect of which all conditions
precedent had been met at that date

2010 2000
£fm im
Expiring within one year or less, ar on demand 205 18 6

The facilities expiring in one year or less, or an demand, are primanly annual facilities subject to review at vanous dates during the year
ending 31 March 201

h} Fair values
Set out below 1s a cormnparnison by category of the carrying amounts and fair values of the Group's financial instruments excluding
derwvatives, short term trade payables and short term trade recewvables which are already carned at farr value

Carrying value Fair value
2010 2009 2010 2009
im fm fm Em
Financial assets
Cash 73 n3 73 n3
Financial habilities
Bank overdraft (floating rate borrowing) 14 27 14 27
Interest bearing loans and borrowings
Floating rate borrowing 227 445 227 445
Fixed rate borrowing 06 o8 o5 o8
Preference stock 05 05 o5 a5

The fair value of dernivatives and borrowings has been calculated by discounting the expected future cash flows at prevailing
interest rates
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72 Financial statements

Notes to the consolidated financial statements
continued

24. Finanaal instruments (continued)

h) Fair values {continued)
Fair value hrerarchy
The Group uses the following hierarchy for determining and disclosing the fair value of financal instruments by valuation technique

Level 1 quoted (unadjusted) prices in actrve markets for identical assets or habihities,

Level 2 other techniques for which all inputs which have a significant effect on the recorded farr value are ebservable, either directly
or indvectly, and

Level 3 techniques which use inputs whrch have a significant effect on the recorded far value that are not based on cbservable
financial market data

As at 31 March 2010, the Group held the following financial instruments measured at fair value

Levela Level 2 Level 3
fm fm im trn

Liabilities measured at fair value
Forward foreign currency contracts — cash flow hedge 02 - 02 -
Warrants over shares 04 - - 04

The assumptions used to calculate the fair value of the warrants over shares are an exeraise price of 21 06p in line with the agreement,
a rnisk-free rate of 35% and a seven year term Upon recognition of the warrants a hability and charge of £0 4 rrullion was recognised in
the income statement

1) Caprtal management
The primary objective of the Group's capital management 1s to ensure that it maintains a satisfactory credit rating and capital ratios
In order to support 1ts business and maximise shareholder value

The Group manages Its capital structure and makes adjustments to it, in light of changes in economic conditions To mantain or
adjust the capital structure, the Group may adjust the dividend payment to shareholders, return capital to the shareholders or issue
new shares No changes were made in the objectives, policies ar processes during the years ended 31 March 2010 and 31 March 2009

To this end the Group raised £26 g million from investors in December 2009 1n order to repay some of its debt and strengthen the
balance sheet Having successfully completed this share issue the Directors are satisfied that the capital structure of the Group 15
appropnate

The Group monitors capstal using a gearing ratio, which is net debt divided by total capital plus net debt

2010 2009

£m im
Net debt {Note 23} 179 372
Preference stock o5 o5
Total debt 184 377
Equity 430 385
Total capital 430 385
Capital and net debt 614 76 2
Gearing ratio 30% 49%
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25. Business combinations

Acquisition made in the year ended 31 March 2009
On 29 September 2008, the Group acquired an interest in the assets forming the industrial chan business of L G Balakrishnan & Bros
Ltd (LGB), located in India The acquisition has been accounted for using the purchase method of accounting

The Group's interest 1s represented by a 75% equity investment in Renold Chain India Private Limited (RCIPL) the vehicle used to acquire
the respective trade and business assets of LGB The shareholders’ agreement contains a call option allowing Renold International
Holdings Limited to acquire the remaining 25% equity interest from LGB at any time after 2g September 2010 The fair value of the

call option at the balance sheet date 1s not matenial

In addition, the shareholders’ agreement also includes a put option that sets out certain circumstances in which the minority interest
could acquire the Group's 75% interest The exercise of this option 1s within the Group’s control The fair value of the put option s
not matenal

The purchase consideration 1s summarised as follows

fm
Cash consideration paid* 61
Direct costs relating to the acquisition 06
Total purchase consideration 67
Fair value of net identifiable assets acquired {4 6}
Goodwill 21

1Includes deferred consideration of £0 8 million and contingent consideration of £0 g million net of a working capital adjustment of £0 6 million

The deferred consideration, which was calculated based on the minimum amount of total consideration payable under the terms of
the sale and purchase agreement and contingent consideration which i1s dependent upon the adjusted audited results of the acquired
business for the year ended 31 March 2009 was agreed with the vendor of the business during the year

A payment of £o 5 mullion was made by the Greup to LGB representing a partial payment of the amount due in relation to the deferred
and contingent consideration payable net of the working capital adjustment As at 31 March 2010 a balance of £o 7 million was payable
to the vendor

The goodwill resulting from the acquisition 1s attributable to certain intang ble assets that cannot be individually separated and
reliably measured due to their nature Theseinclude the synergies expected te result from integrating RCIPL into the Group and the
acquisition of an assembled workforce

The assets and habilities ansing from the acquisition are as follows

Book Provistonal
value fairvalues

fm im
Property, plant and equipment 13 45
Inventories 19 7
Net assets 32 62
Minority interests {25%) (1 6)
Net assets acquired 46
Cash outflow on acquisition
im
Purchase consideration settled in cash 50
Direct costs relating to the acquisition 06
Cash outflow on acquisition 56

25% of the equity interest in RCIPL 1s owned by LGB and resulted in a minonity interest of £16m at acquisition

There has been no adjustment to the goodwill calculated at 31 March 2009 as there was no change to the prowvisional fair vatues
duning the current year
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Group five-year financial review (unaudited)

2010 2009 2008 2007 2006
£m fm fm £m fm
Group revenue 1561 1947 1726 188 4 2251
Less discantinued operations - - - (297) {701}
Revenue from continuing operations 1561 1947 1726 1593 155 0
Operating (loss)/profit before exceptional items
- continuing (21 00 120 g8 68
Operating {loss)/profit {4 8} 76 122 39 54
{Loss)/profit before tax (13 6} 29 93 14 18
Taxation 39 (08) 31) {o6) (15)
(o7 21 62 o8 03
Discontinued operations
Profit/{loss} from discontinued operations - - 5 (135) (139)
{Loss)/profit for the year {97 21 77 (27) {13 6)
Net assets employed
Property plant and equipment intangible software
and investment property 536 54 4 426 362 384
Working capital and other net assets 379 429 332 262 307
Operating assets g5 973 758 624 691
Assets of discentinued operations - - -~ - 371
Liabilities of discontinued operations - - - - (281)
Properties held for sale - - - 34 34
Goodwill 236 245 163 15 2 171
Net debt (79} (372) {z39) (19 4) {207)
Deferred and current taxation 218 140 84 155 170
Pravisions f1) (34) {44) {52) {o4)
Net assets excluding pension obligations ny8 g5 2 722 79 945
Pension obligations (73 o) {s51) {z312) (48 o} (539)
Total net assets 44 8 401 410 239 406
Other data and ratios
Operating return on average operating assets' % {2 2) né 174 149 77
Operating {loss)/profit on turnover’ % (3 g1 70 62 44
Capital expenditure £m 42 58 82 58 66
Basic (loss)/earmings per share p (8 o) 28 1o (183) (19 6}
Employees at year end {continuing) 2,257 2,301 2,536 2,041 2,008

1 Being eperating profit before exceptional tems divided by average operating assets

2 Based on operating profit before excepticnal items
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Report of the independent auditors

To the members of Renold plc

We have audited the financial statements of Renold plc for the
year ended 31 March 2010 which comprise the Company Balance
Sheet, the Company Statement of Total Recognised Galns and
Losses, and the related notes {|} to (xm} The financial reporting
framework that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards {United Kingdom
Generally Accepted Accounting Practice)

This repart of the independent auditors 1s made solely to the
Company's members, as a bedy, in accordance with chapter 3

of part 16 of the Companies Act 2006 Qur audit work has been
undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditors’
report and for no other purpose To the fullest extent perrmilted
by law, we do not accept or assume respansibility to anyone other
than the Company and the Company’s members as a body, for our
audit work, for this report, or for the opintons we have formed

We have reported separately on the Group financial statements
of the Company for the year ended 33 March 2010

Respective responsibilities of Directors and auditors

As explained more fully inthe Statement of Directors’
responsibilities for the Company financlal statements set out
on page 76, the Directors are responsible for the preparation
of the parent company financial statements and for being
satisfied that they give a true and fair view Our responsibility
I15 to audit the parent company financial statements in accordance
with applicable law and International Standards on Auditing
{UK and Ireland) Those standards require us to comply with the
Auditing Praciices Board's Elhical Standards for Auditars

Stope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts

and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free
frorm materlal misstatement, whether caused by fraud or error
This includes an assessment of

» whether the accounting policies are appropriate to the parent
tompany's tircumstances and have been consistently apphed
and adequately disclosed,

- the reasonableness of significant accounting estimates rmade
by the Directors, and

- the overall presentation of the financial statements

Opinion on financial statements
In our opinion the Company finanual statements

» give 3 true and fair view of the state of the Company's affairs
as at 31 March 2000,

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

« have been prepared In accordance with the requitements
of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opinion

» the part of the Directors’ remuneration report to be audited has
been properly prepared in accordance with the Companies Act
2006, and

- the information given In the Directors’ report for the financial
year for which the financial statements are prepared 1s
consistent with the Company financial statements

Matters on which we are required to report by exception

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

» adequate accounting records have not been kept by the
Company, of returns adequate for our audit have not been
received from branches not visited by us, or

- the Company financral statements and the part of the Directors’
remuneration report to be audited are not i agreement with
the accounting records and returns, or

« certain disclosures of Directors’ remuneration specified by
law are not made, or

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

Other matter
We have reported separately on the Group financial statements
of Renold plc for the year ended 31 March 2010

Tk forag LK

Eamonn McGrath

{Senior statutory auditas)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Manchester

7June 2010
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Accounting policies

A summary of the principal Company accounting policies s set
out below These have been applied on a consistent basis unless
otherwise indicated

As permitted by section 408 of the Companies Act 2006 the
Company has not presented its own profit and loss account

Basis of accounting — The accounts have been prepared in
compliance with the Companies Act 2006 and in accordance
with UK Generally Accepted Accounting Principles They have
been prepared under the historical cost convention

Statement of Directors’ responsibilities for the Company
financial statements

The Directors are responsible for preparing the Directors’ report
and the financial statements in accordance with applicable

law and regulations

Company law requires the Directors to prepare financial
statements for each financial year Under that law the Directors
have elected to prepare the finanoal statements in accordance
with United Kingdom Generally Accepted Accounting Practice
{Unrted Kingdom Accounting Standards and applicable law)
Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or
loss of the Company for that peniod In preparing those financial
statements, the Directers are required to

« select suitable accounting policies and then apply
them consistently,

- make Judgements and estimates that are reasonable
and prudent,

« state whether applicable UK Accounting Standards have been
followed, subject to any matenal departures disclosed and
explained in the financial statements, and

- prepare the financial statements on the going concern basis
unless 1t 1s inappropnate to presume that the Company will
continue In business

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company's
transactions and disclose with reascnable accuracy at any time
the finanaial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act
2006 They are also responsible for safeguarding the assets

of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulanties

Foreign currenaies - Foreign currency transactions are translated
into the functional currency using the exchange rates prevailing
at the date of the transaction Foreign exchange gains and losses
resulting from the setilement of such transactions and from the
translation at year end exchange rates of monetary assets and
habilities denominated in forexgn currencies are recognised in the
income statement

Reneld plc Annual Report and Accounts 2010

Financialinstruments and nsk management — The accounting
policies of the Company in respect of financial instruments are
consistent with those of the Group, and are detailed in the
consolidated financial statements In accordance with paragraph
2{d} of FRS 29, the Company I1s exempt from the disclosure
requirements of FRS 29 The Company's financial instruments are
consolhidated with those of the Group and are incorporated into
the disclosures in Note 24

Derivative finanaial instruments — The Company uses derivative
financial instruments to hedge the Group’s exposure to foreign
exchange and interest rate risks arising from operating and
financing activities In accordance with its treasury policy, the
Company does not hold or use derivative financial instruments
for trading or speculative purposes

Tangible fixed assets - Tangible fixed assets represented by
properties and equipment are stated at cost, being purchase
cost plus any incidental costs of acquisition, less accumulated
depreciation The book values of certain assets which were the
subject of past revaluations have been retamed as permitted by
the transitional arrangements of FRS 15 — Tangible Fixed Assets
Depreciation 1s calculated by reference to original cost at fixed
percentages assuming effective useful lives as follows

» Leasehold properties — the peried of the |ease
+ Equipment and fixtures —10 to 15 years

+ Motor vehicles — 25% per annum for 3 years leaving 25%
residual value

Where appropriate, adjustments are made to the remaining
effective useful lives of assets toreflect changes in circumstances
tothose envisaged when the asset was brought into use

Leases - Annual rentals in respect of operating leases are charged
against the profit of the year on a straight-line basis over the
lease term

Investments - Investments in subsidiary companies are
accounted for at cost and reviewed for impairment on an annual
basis Where indicators of impairment are present, the cash flow
of the underlying entities are reviewed to determine whether the
investment value is recoverable

Deferred tax - Deferred tax 1s recognised on all iming differences
that have onginated but not reversed at the balance sheet date,
where transactions or events that result in an obligation to pay
more, or a nght to pay less, tax in the future have occurred at the
balance sheet date, with the following exceptions

- Proviston 1s not made for tax that would anse on the remittance
of retained earmings of overseas subsidiaries unless the
dividends have been accrued as receivable at the balance
sheet date

- Deferred tax assets are recognised only to the extent that,
based on all available evidence, 1t 15 considered more hikely
than not that there will be suitable taxable profits from which
the future reversal of the underlying timing differences can
be deducted
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Deferred tax 1s measured on a non-discounted basis at the tax
rates that are expected to apply In the periods in which the timing
differences are expected to reverse, based on tax rates and laws
enacted or substantively enacted by the balance sheet date

Pension costs - Employees of the Company participate in the
pension plans operated by the Group in the UK These include
pension plans of the defined benefit and defined contribution
types However, the contrnbutions paid by the Company are
accounted for as defined contribution plans in all cases Thisis
because the Company 15 unable to Wdentify its share of the
underlying assets and liabilities in the respective plans, as
required by FRS 17— Retirement Benefits Therefore, contnibutions
paid to the respective pension plans are charged to the profit
and loss account as incurred Disclosures associated with the
Group defined benefit plans are prowided in the Group
financial statements

Share-based compensation — The Company operates equity
settled share-based compensation plans as detailed in the Group
financial statements The fair value of Company employee
services received (n exchange for the grant of the options is
recognised as an expense in the income statement, with the
correspanding amount being recognised in equity The total
amount to be expensed over the vesting period 1s determined by
reference to the fair value of the options granted, excluding the
impact of any non-market vesting canditions, using a Black-
Scholes pricing model The madel 1s adjusted as necessary for
market based vesting conditrons

Non-market vesting conditions are included in assumptions
about the number of options that are expected to becorne
exercisable At each balance sheet date, an update 1s made of the
estimates of the number of options that are expected to become
exercisable The impact of the revision of onginal estimates, if any,
is recogrused in the income statement, and a corresponding
adjustment made to equity over the remaining vesting period

No expense I1s recognised for awards that do not ultimately vest
except for awards where vesting 1s conditional upon market or
non-vesting conditions which are treated as vesting irrespective
of whether or not the market or non-vesting condition 1s satisfied
provided that all other performance or service conditions are
satisfied The model 1s adjusted as necessary for market based
and non-vesting conditions The market-based conditions are
linked to the price of shares of the Company

Where the terms of an equity-settled award are modified

or anew award 15 designated as replacing a cancelled or settled
award, the cost based on the onginal award terms continues

to be recognised over the original vesting pericd In addition,

an expense Is recognised over the remainder of the new vesting
penad for the incremental fair value of any modsfication, based
on the difference between the fair value of the onginal award
and the fair value of the modified award, both as measured on
the date of the modification Noreduction is recognised if tris
difference 1s negative

As permitted under the transitional provisions of FRS 20, the
Company has applied the standard only to equity settled awards
granted after 7 November 2002 and which vested an or after1
January 2005

Interest beaning loans and borrowings - All interest bearing loans
and borrowings are initially recogrused at net proceeds After
initial recogrution, debt is subsequently measured at amortised
cost using the effective interest method

Cividends - Final dividend distributions to the Company's
shareholders are recognised as a hability in the financial
statements in the pericd tn which the dividends are approved by
the Company’s shareholders, while intenm dividend distributions
are recognised in the pertod in which the diwidends are declared
and paid Diwvidends receivable from subsidiary undertakings are
similarly recognised on this basis

Cash flow statement - As permitted by FRS 1~ Cash Flow
Statements {revised 19g6), the finanaal statements do not
contain a cash flow statement as the financial statements
of the Group, which are publicly available, contain a cash
flow statement

Related party transactions - The Company has taken advantage
of the exemption not to disclose related party transactions with
wholly owned subsidiaries of the Group under FRS 8 - Related
Party Disclosures

Accounting policy on derivatives — Financial assets and financial
liabilities are disclosed in the Group financial statements
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Company balance sheet
as at 31 March 2010

2010 2009
Note ifm im
Fixed assets
Tangible assets I 20 04
Investments in subsidiary undertakings " 70 4 661
72 4 665
Current assets
Debtors 1 g1 47
Cash and short term deposits 16 4 130
255 177
Creditors - amounts falling due within one year
Other creditors v (27) (18
Bank borrowings v - (197
Denvative financial instruments vl {o1) (28)
Net current assets/{labilities) 227 (6 6}
Total assets less current iabilities 951 599
Creditors - amounts falling due after more than one year
Bank borrowings v (8 6) -
Preference stock v (o5) {os)
Net assets 860 594
Capital and reserves
Called-up share capital will 264 193
Share premium account 1X 294 g6
Profit and loss account X 302 305
Shareholders’ funds 860 59 4

Approyediby the Board on 7 June 2010 and signed on 1ts behalf by

S

WU

Matthew Peacock Robert Davies
Chairman Director
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Company statement of total recognised gains and losses
for the year ended 31 March 2010

2010 2009

fm fm

(Loss)/profit for the year o4 23
Total recognised (losses)/gains for the year (o 4} 23
Equity shareholders of the Company (04} 23
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Notes to the Company financial statements

(i) Tangible assets

Properties Equipment Total

fm fm Em

Cost
At beginning of year 04 10 14
Additions at cost - o1 c1
Group transfers - 18 18
Disposals - {c3) (03)
Atend of year 04 26 30
Deprecration
At beginning of year 02 o8 10
Deprecation for the year C2 o2
Group transfers - o1 ot
Disposals - {o3) {03)
At end of year 02 o8 10
Net book value at end of year 02 18 20
Net book value at beginning of year 02 02 04

Future capital expenditure

At 31 March 2010 authorised capital expenditure not provided for in these financial statements for which contracts have been placed

amounted to £106,000 (2009 - £nil)

(i) Investments in subsidiary undertakings

Shares  Advances Total
fm fm fm
Subsidiary undertakings
Cost or valuation
At beginning of year 226 435 661
Increase in investment 208 - 208
Impairment of investment {04) - (o 4)
Net advances/{repayments) - (161) (161)
At end of year 430 274 70 4
The principal subsidiary undertakings of the Company at 31 March 2010 are set out in Note (xi)
{ih) Debtors
2010 2009
fm £fm
Amounts owed by Group undertakings 87 42
Deferred tax asset 02 o1
Other debtors o1 o2
Prepayments and accrued income o1 02
91 47
The analysis of the deferred tax asset is as follows
2010 2009
fm fm
All amounts falling due after more than one year
Decelerated capital allowances 02 o1
o2 o1
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(v} Other creditors
2010 2009
fm im
Amounts falling due within one year
Trade creditors 11 o7
Amounts owed by Group undertakings 04 o4
Other taxation and social secunty 0z 03
Accruals o5 o4
Other creditors os5 -
27 18

Other creditors include £0 4 million (2009- £nil) being the fair value of warrants 1ssued over the Company's shares to the Company's
lenders as part of the refinancing that was completed in August 2009 The warrants are aver 3,500,000 ordinary shares of 5 pence
each and have a seven year term commencing from 13 August 2009, during which they can be exercised at any time

{v) Borrowings

2010 2009
fm fm

Amounts falling due within one year

Bank overdrafts - 10

Bank loans - 87

- 197

Amounts falling due after one year

Bank loans 86 -

Repayable

In more than two years but not more than three years 86 -
86 -

Summary of total borrowings

Bank overdrafts - 10

Total bank loans 86 187

Preference stock o5 05

Total borrowings 91 202

Bank borrowings are secured by fixed and floating charges over the assets of UK subsidiaries

Preference stock

At 31 March 2010 there were 580,482 units of 6% cumulative preference stock of £1 each inissue (2009 - 580,482)

All payments of dividends on the 6% cumulative preference stock have been paid on the due dates The preference stock has the

following rights

() afixed cumulative preferential dividend at the rate of 6% per annum payable half yearly on 1January and 1July in each year,

(m rank both with regard to dividend {including any arrears to the commencement of a winding up) and return of capital in prionty
to all other stock or shares of the Company but with no further right to participate in profits or assets,

(n) no rnight to attend or vote, either in person or by proxy, at any general meeting of the Company or to have notice of any such

meeting, unless the dividend on the preference stock 1s in arrears for six calendar months, and

{v) noredemption entitlement
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82 Financial statements

Notes to the Company financial statements
continued

(vi} Derivative financial instruments

2010 200G
£fm im
Forward foreign currency contracts — cash flow hedge {o1) (28)

The cash flow hedges of the expected future transactions in US Dollars and Euros were assessed to be highly effective Aloss of
fo1million {2009 - loss £2 o millien) in respect of US Dollar contracts and £nil (2009 - loss £0 8 million} in respect of Euro contracts
was included in equity

Aloss of £01 million (2009 - loss £0 5 million) was transferred to operating costs in the income statement in the pertod

The Group has contracted forward contracts to sell foreign currency consisting of Euro forward contracts of £13 3 million
(2009 - £5 0 millton) and US Dollar forward contracts of £3 g million {2009 - £9 3 million) due within one year

(vu) Pensions

Employees of the Company include members of the principal UK defined benefit schemes Howvever, the contributions paid by the
Company are accounted for as a defined contribution scheme, because the Company 1s unable to identify its share of the underlying
assets and labilities in the respective schemes This 1s due to the fact that the Company cannot attribute the members of the schemes
to the individual sponsoring employer company As a consequence, the defiat in the UK defined benefit schemes is only recognrsed

as a hability in the Group balance sheet The basis used to determine the deficit in the schemes 1s disclosed in Note 17 in the consolidated
financial statements No contributions are outstanding at the year end As the pension scheme 1s 1n a deficit posttion a plan has been
put in place for the participating employers to make additional payments into the schemes The Company will continue to make
payments in ine with the plan agreed with the trustees

{vin) Called-up share capital

Authorised' Issued
2010 2009 2010 2009
im im fm fm

Equity Interests

Ordinary shares of 25 pence each - 2 - 193
Ordinary shares of 5 pence each - - ne -
Deferred shares of 20 pence each - - 154 -
6% cumulative preference stock - 0b 05 05
- 237 2649 198

1 At the 2004 annual general meeting new articles of association of the Company were adopted whereby the requirement for the Company to have an authonised share
capital has been removed

At 31 March 2010, the 1ssued ordinary share capital comprised 219,564,703 ardinary shares of 5 pence each {2009 - 77,064,703 ordinary
shares of 25 pence each}

On g December 2009, each 1ssued ordinary share of 25 pence was subdivided and converted into one erdinary share of 5 pence and one
deferred share of 20 pence The deferred shares have no voting or dividend nights

On 10 December 2009, 87500,000 riew ordinary shares of 5 pence each were issued through a placing and open offer and 55,000,000
new ordinary shares of 5 pence each were 1ssued through a firm placing rasing £28 § million gross {£26 g million after transaction
expenses) The new shares rank pan passu with the existing ordinary shares

During the year the Company 1ssued no ordinary shares (2009 ~ 42,509 ordinary shares of 25 pence} each for a cash consideration
of £nil (2009 - £23.319) by the exercise of options under share option schemes

Details of the 6% cumulative preference stock are set out in Note (v)

Disclosures in respect of capital management can be found in Note 24 of the consolidated financial statements
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(viii) Called-up share capital (continued)

Share options

Share options have been granted under the executive share option schemes Following the division of the existing shares on

g December 2004, and issue of new ordinary shares on 10 December 2009, the comparative numbers have been restated to take
account of the adjustments required to calculate the dilutory impact of the share issue on the value of the share options outstanding
at that date Whilst this adjustment changes the quantity and exercise price, it does nat impact the net overall value of the share
options awarded

At 31 March 2010, unexercised options for ordinary shares amounted 0 10,903,517 {2009 - 6,104,307 restated) made up as foliows

restated restated
Optien Number Number
price  ofshares  of shares

{p per share) 2010 2009
Date normally exercisable
Executive Share Option Schemes
Within seven years from
16 July 2002 {1995 Scheme) n7 4 - 88,080
19 July 2003 {1995 Scheme) 1009 52,848 52,848
28 November 2004 (19gs Scheme) 573 143,276 143,276
27 November 2005 {1995 Scheme) 498 124,485 124,485
27 November 2006 {1995 Scheme) Fak! 105,695 117,440
1 March 2007 (1995 Scheme) 651 146,799 146,799
2 September 2007 (2004 Scheme) 749 557,835 557.835
22 November 2007 (2004 Scheme) 633 123,312 123,312
26 July 2009 (2004 Scheme) 525 581,325 604,816
30 November 2009 (2004 Scheme} 85 2 140,926 140,926
2 January 2010 {2004 Scheme) 972 422,782 422782
27 November 2010 (2004 Scheme) 788 - 775,104
31 March 20w (2004 Scheme) 64 6 1,754,171 1,851,679
1Apnl 2011 (2004 Scheme} 656 21,733 21,733
25 November 2011 {2004 Scheme} 315 63,481 63.4%
5 February 2013 (2004 Scheme) 232 6,474,849 -

10,903,517 5,424,596

Savings related share option schemes
Within six months from
1 March 2009 (2004 Scheme) 462 - 679,71

- 679711

Further details of share-based payment schemes operated by the Company are provided in the Directors’ remuneration report and Note
19 of the consolidated financal statements
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84 Financial statements

Notes to the Company financial statements
continued

(ix) Reserves

Profit

and loss Share Total

account  premium reserves

im fm fm

At beginning of year 305§ g6 401
Loss for the year {o 4} - (o4}

Employee share option schemes - value of employee services o1 - o1

Proceeds from share placing - 214 214
Associated costs of placing - (»6) (16}

At end of year 302 29 4 596

As permitted by section 408 of the Comnpanies Act 2006, no profit and loss account 15 presented in these financial statements
The Company ncurred a loss for the financial year of £o 4 million (2009 - profit £2 3 million)

Tota! fees payable by the Company to Ernst & Young LLP for work in respect of the audit of the Company were £31,000 {2009 ~ £31,000}
Fees paid to the Company’s auditors for non-audit services to the Company are not disclosed in these financial statements because
the Company’s consohdated financial statements are required to disclose such fees on a consolidated basis

(x) Operating lease obligations
At the end of the year there were annual commitments under non-cancellable operating leases in relation to a property as follows

2010 2009
fooo'’s fooo's

Leases expiring
—between two and five years 199 199
199 199

(xi) Contingent liabilities

The Company has guaranteed borrowings by subsidiary undertakings of £113 million (2009 - £23 6 million) Performance guarantees
given to third parties in respect of Group companies were £3 6 million (2009 — £3 8 milhon) No materal loss 1s expected to arise as a
result of these contingent liabilities

{xii) Related party transactions
The Company has taken advantage of the exemption in FRS 8, not to disclose transactions with its wholly owned subsidianes

During the year, the Company entered into transactions in the ordinary course of business with its go% owned subsidiary Renold
(Hangzhou) Co Limited and its 75% owned subsidiary Renold Chain India Private Limited Transactions entered into and trading balances
outstanding at 31 March 2010 (and 2009} with Renold Chain India Private Limited are not material Transactions entered into and
trading balances outstanding at 31 March with Renold (Hangzhou) Limited are as follows

2010 2009
Renold Renold

{Hangzhou) (Hangzhou}

CoLlimited Colimited

im fm
Recharges of services 02 02
Amounts payable as at 31 March o3 o1

Transactions with key management personnel

Duning the year key management personnel subscribed for 12,310,449 shares at 20 pence per share under the December 2009 share
1s5ue, as detaited in Note xin This includes shares which were subscribed for by Hanover Investors Limited, which are held beneficially
for Matthew Peacock, an entity over which Matthew Peacock exerases significant influence

buring the year commussions and fees of £978,000 were paid in relation to the December 2009 share 1ssue, as detailed in Note xi,
to Singer Capital Markets Limited, an entity of which Matthew Peacock 1s the Chairman
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() Significant undertakings as at 31 March 2010’

United Kingdom

Renold Power Transmussion Limited {held directly by Renold plc)

Europe

(other than the United Kingdom)

Austria
Belgium
Denmark
France
Germany
Helland
Russia
Sweden
Switzerland

North Amenca
Canada
us

Other countries
Australia
China

India
Malaysia
New Zealand
Singapore
South Africa

Renold GmbH

Renold Continental Limited {incorporated in the United Kingdom)
Renold A/S

Brampton Renold SAS

Renold GmbH

Renold Continental Limited {incorporated in the United Kingdom)
Renold Russia (Cbshchestvo s Ogranichenne) Ctvetstvennost’u}
Renold Transmission AB

Renold {(Switzerland) GmbH

Renold Canada Limited
Renold Inc
Jeffrey Chain LP

Renold Australia Proprietary Limited

Renold Transmission (Shanghai}) Company Limited

Renald Technologies {Shanghai) Company Limited

Renold (Hangzhou) Co Ltd

Renold Chain India Private Limited

Renold {Malaysia) Sdn Bhd

Renold New Zealand Limited

Rencld Transmission Limited (incorporated in the United Kingdom)
Renold Crofts (Pty) Limited

The subsidiary undertakings listed above are those which, in our opinion, principally affected the results and assets of the Group
Companies of minor importance are omitted by virtue of section 410 of the Companies Act 2006

All of our companies other than Rencld (Hangzhou) Co Ltd and Renold Chain Indra Private Limited (in which we hold an interest of go%
and 75% of the equity shares and voting rights respectively) are direct or indirect subsidianes of Renold plc, a company incorporated

in England and Wales, which ulbimately holds a 100% interest in the equity shares and voting nights Renold Power Transmission Limited
and Renold Continental Lirited are registered 1n England and Wales Qur overseas companies are incorporated in the countnes in which
they operate except where otherwise stated

1 Alicompanies held indirectly unless otherwise stated
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Corporate details

2009 share issue information

On 17 November 2009, the Company announced a capital reorganisation and placing and open offer and firm placing Following
receipt of shareholder approval, each of the 25 pence ordinary shares of the Company was divided into one ordinary share of 5 pence
and one deferred share of 20 pence on g9 December 2009 On 17 November 2009, eligible shareholders were given the opportunity to
participate in an open offer on the basis of 11354 new ordinary shares for every existing ordinary share held on 13 November 2009, at a
subscription price of 20 pence per share The open offer penod ended on 8 December 2009 and dealing in the new fully paid 5 pence
ordinary shares commenced on the Lendon Stock Exchange on 10 December 2009 Informatian relating to the transaction 1s available
In the prospectus available at www renold com

Corporate calendar

Annual General Meeting 15 July 2010
Interim Management Statement {first) Between 1 June 2010 and 17 August 2010
Half year end 2010/ 30 September 2010
Announcement of half year 2010/1 results November 2010
Intenim Management Statement {second) Between 11 December 2010 and 16 February 2om
Year end 2010/ 31 March 201
Announcement of annual results 2010/ June 20m
Payment of preference dividends 1July 2010 and 1January 20m

Company details

Registered Office
Renold House

Styal Road
Wythenshawe
Manchester M22 sWL

Registered No 249688
Telephone +44 {0)161 498 4500
Fax +44 (o161 437 7782

Email enguiry@renold com
Website www renold com

Company Secretary
Hannah Woodcock

Auditors
Ernst & Young LLP
Manchester

Broker and financial adviser
Singer Caprtal Markets Limited

Financial PR consultants
College Hill Associates Limited

Registrar

Capita Registrars
Northern House
Woodsome Park

Fenay Bridge
Huddersfield HD8 oGA

Telephone [f calling from the UK 0871 664 0300 {calls cost 1op per minute plus network extras,
lines are open 8 30am to § 30pm, Monday to Friday)

If calling from overseas +44 208 639 3399

Email shareholder services@capitaregistrars com
Website www capitaregistrars com

Registrar’s Share Portal www capitashareportal com

If you receive two or more copies of this report please write to Capita Registrars at Shareholder Services, Capita Registrars,
Northern House, Woodsome Park, Fenay Bridge, Huddersfield HD8 0GA and ask for your accounts to be amalgamated
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