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OVERVIEW

Highlights

REVENUE AT CONSTANT
EXCHANGE RATES *2 (Em) £189.4m

(2019 £201.9m)

2016 . 157.0
2017 R 185.7
2018 . 15 8
2019 EESNNEEER. 2019
2020 I 139.4

ADJUSTED OPERATING
PROFIT'3{£m) £13.4m
(2019 £14.8m)

201 . 13 5
2017 A 12 3
2018 A 1> 3
2019 R 14 8
2020 N 13 4

ADJUSTED EARNINGS
PER SHARE'* (PENCE) 2.9p
(2019% 3.1p)

2016 R .7
2017 I 3.0
2018 RN 2 o

2019 K. 3.1
2020 NN, > 5

STRATEGIC REPORT GOVERNANCE

REVENUE' (Em)
£189.4m

(2019* £199.6m)

201c NN 165 .2
2017 R 153 4
2018 . 1916
2010 R, 195 ¢
2020 I 159 .4

OPERATING PROFIT
{Em) £10.1m
(2019 £15.4m)

2016 R 111
2017 . 10.0
2018 I\ 51

2019 . 15 4
2020 I 10 1

EARNINGS PER SHARE!
(PENCE) 1.6p
(2019" 3.0p)
2016 A 2.4
207 19
1.2 408
2019 RS, 3.0
2020 A 15

! Results for the year ended 31 March 2019 have been re-presented for discontinued
activities associated with the disposal of the South Africa business unit and certam
changes to the treatment of adjusting items (see Note 28 tw the financial statements).

2 Constant exchange rate results for prior years are retranslated to current year
exchange rates for foreign currencies. Reconciliations to statutory metrics are provided

in Mote 29 to the finanaial statements.

3 Adjusted In addition to statutory reporting. the Group reports certamn financial metrics
on an adjusied basis. Definitions of adjusted measures and information about the
differences 1o statutory metrics are provided in Note 29 to the financal statements

FINANCIAL STATEMENTS ADDITIONAL INFORMATION
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OVERVIEW

GI’OUp at a G|aﬂCe ' END USERMARKETs‘f‘\.,-':i‘:,_

s
‘

Z/

WA

>

Power transmission products are

N

\, - used within an extremely broad N

' spread of applications. With a e

) . ) ) ) ) ) ~ verydiverse and numerically \‘f‘:;

Renold is an international group delivering high precision o large customer base, Renold's NN
. . reliance on any single customer is NN
engineered products and solutions to our customers relatively low. Our biggest global "3
worldwide. N customer represents 5% of sales. ’ ‘
~ ' Ofour five largest customers, two N

Our international network includes seven countries where we both manufacture and sell and N\ are themselves distributors of a TN
a further ten countries where we have sales companies, strategically located to support our W wide range of industrial power "\\Q!
custamers within our two operating divisions. \: transmission equipment and thus N .
Renold employed an average of 1,907 people around the world in the last year, with 54% of even this limited concentration \“\\

of our sales is effectively sub-
segmented into a huge range of
end-customers and applications.

s
o

our staff engaged in direct production activities.

4

* Similarly. the business enjoys little
©7 reliance on any one particular
. industry with sales spread across
+ most general industrial markets S
such as construction machinery.
material handling, transportation,
mining and quarrying, food
processing, energy production,
agriculture, leisure and many more. . .-

We are a global market-leading supplier
of chain for many applications, including £/| 4 . O I I |

4

heavy duty, high precision. indoor or Adsten per st g rrof 1

outdoor, high or low temperature and in .
clean or contaminated environments. — © ~ The chart below demonstrates the &

o 0 + - spread of revenue across a wide v
We have manufacturing sites across the 9 ' 2 /O . range of end-customer markets.

world. including in the USA. Germany. Rt i o 4 e’ However, the data only includes

India, China. Malaysia and Australia in
addition to local service capabilities in a
number of other markets. We operate
at the leading edge of technology, with
innovative products designed to meet
customers’ exacting standards.

1 488

£ Gyees gt 3* March 200N

56% of Renold's revenue as the
remaining 44% is supplied by
Renold to distributor customers.
These distributors will in turn
supply products to their end-
customers who are likely to further

— N diversify the end-customer base
Read more about our Chain, . : .
Dﬂl division an page 22 ,: into which Renold's products
are supplied.
NS 3 SN TN
REVENUE‘BY SECTOR R
N
.‘-::
DN A
Y .
We are a global manufacturer and ~
developer of industrial coupling and E 5 /I m : -
gearbox solutions, from fluid couplings Adjusted eratagg srof -
to rubber-in-compression and rubber-in- .
shear couplings. and a complete range . I
of worm gears, helical and bevel helical 0 = \
worm drives. We also manufacture 1 3 4 /0 '

custom gear spindles and gear couplings Rerurn on 53 By

for the primary metals industry. 0 Agriculiure. O Manuactured

. . . estry and fishi
We have manufacturing sites in the USA forestry and fishing  products
and the UK © Construction © Matenai handling
’ machinery o
- O Transportation

Read more about ourTgm Erpeyeesat 37 Main 2000 O Energy Mining and
Transmission division on page,23 © Environmental quarrymg

] © Food and drink O Other
Adjusted operaung profit and return on sales are alternative performance measures used by the Group to assess
performance Note 29 reconciles these measures to statutory measures,

(174 - e . ‘- .. PR PR PR
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STRATEGIC REPORT

GOVERNANCE

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

MAPKEY!

(O FCe o on]

O anufacturnng and sales company,

AMERICAS

Renold Jeffrey and Renold
Ajax have been well-known
participants in the North
American markets for
many years.

Renold Jeffrey manufactures
conveyor (engineering) chain
and large pitch chain and sells
transmission chain sourced
from elsewhere in the Group.

Renold Ajax focuses on gear
spindles and other HiTec
coupling products.

42%

of gobar saes’

EUROPE

Renold Chain and Renold
Tooth Chain operate from our
two European manufacturing
locations in Germany. Along
with our European Distribution
Centre, our UK-based service
centre and our national sales
centres, these facilities export
transmission chain throughout
Europe and all over the world.

Renold Torque Transmission
operates two plants in the UK
exporting a range of gear aid
coupling products globally.

38%

of ginbas sares’

* Remaining 1% relates to exports to other territories

ASIA PACIFIC

We operate manufacturing
plants in Australia and Malaysia.
These are supplemented

by additional sales centres in
New Zealand, Indonesia

and Thailand.

We also operate our own
distribution networks in
Australia and Malaysia. We
sell a wide range of chain and
torque transmission products.

10%

of g oba’ saes’

HIGH GROWTH
ECONOMIES

Our Chinese chain plant
primarily serves sister
companies with a range of
transmission chains and has
a smaller, but fast-growing.
local focus.

Our Indian business
manufactures a broad range
of transmission and conveyor
chain with 85% of output
destined for the local market.

9%

of global sajes’

GLOBAL PRESENCE, LOCAL MARKETS
Our global sales and distribution network is designed to offer local
commercial support and rapid delivery. ensuring that we meet our
customers’ exacting specifications. It also enables the aggregation
of overall demand to drive economies of scale within our factories.
While engineering and product development is coordinated
globally, local support teams ensure that we are able to rapidly
understand and provide solutions for customers’ often technically
challenging power transmission and conveying applications.

Renold continues to benefit from its presence in a wide spread
of geographic markets and even wider range of diverse end-user
applications across a myriad of industry sectors.

Our global manufacturing footprint not only enables the business
to control product specification and quality, but positions us well
to service customers with a rapid response in both our traditional
geographic territories and within emerging markets. For example,
our facilities in India, China and Malaysia combine to offer an
excellent platform for growth in Asia while also supporting
established markets in Europe, the Americas and Australasia.

n3



OVERVIEW

Our Products

Renold is an international group delivering high precision engineered products
and solutions to our customers worldwide.

G AN

We operate at tne leading edge of technology, with innovative
products designed to meet customers’ exacting standards

Our vast range of ro'ier chains means that for most
requirements tnere is a Renold sotution Our premier

brand, Reno'd Synergy. offers unbeatab e wear and fatigue
performance, whiie our all purpose range of standard

chain provides affordable reliability Continuous research,
development, innovation and ingenuity has led to the
production of more specialised soiutions sucn as Hydro
Service, witn its superior corrosion-resistant coating. and the

Syno range which sets a new benchmarx for chains requiring
fittie 0" N0 'uvrication

Conveyo- chain appiications inciuding theme park rides,
water treatment plants, cement milis, agricu.tural machinery,
mining and sugar production, ail rely on the nigh-specification
materiais and processes used by Renoid Renoid is a'so a
mar<et ieader in leaf chain used in many of the foriift t"ucks
produced woridwide

Our hign soecification tootn chain (sometimes xnown as sirent
chain) oroduces a wide range of inverted tooth chain for

drives and for conveying applications Offering a hign degree

of economic efficiency and reliaoility, tooth cnain aoplications
are wide-ranging and include giass production and automobile
assemby iines

Read more about the performance,o)
our.two divisions on pages 22,10 23




STRATEGICRIPGORT

TORQUEITRANSMISSION

AN

We are experts in providing bespoke couplings and gear
solutions across industries worldwide, such as power
generation, rail and escalator transit systems, metals and
materials handling.

Our solutions deliver durability, reliabiiity and long life for
demanding industriai applications. Renoid Torque Transmission
also provides a range of freewheel clutches featuring both
sprag and roller ramp technology Sprag clutcihes are used in

a wide range of safety-critical applications such as keeping
riders safe on some of the worid's most thrifling roliercoasters.

in 3 number of locations we also offer service and maintenance
from our own teams of engineers Tnese services can be
provided in our own facilities or in the field

GOVENANS FINANTIAL STATEMENTS ADDITONAL ! NFCRMAT.CN




OVERVIEW

Investment Case and Strategic Progress

Renold's investment case is underpinned by its market and product positioning which create the
foundations from which the strategic plan is built. Strong progress has been made delivering
improved operational efficiency, improved customer service and stronger operating margins.
With significant investment already in place, the Group is perfectly positioned to maximise the
benefit of recovering markets.

MARKET AND PRODUCT POSITIONING PHASES OF STRATEGIC PLAN
NN N T TR T O R Y S AT NN
\' N . N O ‘

\\\‘i VALUED AND RECOGNISED BRAND AND ENGINEERING EXPERTISE }‘\‘\ RHASE3 ACQUISITIONS
«- 2 With over 150 years of history, within its sectors, Renold is amongst NN T e [ IR
:\f\‘ the world’s leading industrial brands providing premium products and N .{ .
"IN engineered solutions that customers trust. Customers frequently ask for ‘;\\ .
. N»  our products by name. SN
.\‘“:-\‘\\\\ SA Y P S S S T A S R e LI, ST, S ,:@ ﬁ o ":A\ ’
‘\Q \" __,E__ % "‘ \: »
\\_$ BROAD BASE OF CUSTOMERS AND END-USER MARKETS F‘" N
\'\\ Renold’s products are used in an extremely broad base of final applications, - NS ‘:‘ N

"L industrial sectors, MRO, OEM and capital goods resulting in a huge AR O A o

RN . '\\\ . .4.’-'-‘-1&\.1!_} RO
\\‘ . spread of customers and markets served. There is no customier or sector PN RSN T A
"R“‘- dependency. Our product range is second to none. i\\":\‘\\:". \\\t\. ‘;\\;-‘\.“, RPN A N
! :\ IR TR N T S e S N I PG I N\_\\':SS;:.:\ PHASE 2 ORGANICGROWTH

L - Y - " W

v 1 HIGH SPECIFICATION PRODUCTS THAT DELIVER \‘_.. XN Po ~

* \‘\: ENVIRONMENTAL BENEFITS FOR CUSTOMERS : N :"_.\‘\ =y

YN our products are engineered and manufactured to class-leading \.,:'3‘\'- *

~su  specifications delivering major benefits to customers: \\\“ N

\\\‘ e Longer life - reduced material and energy requirements NN ‘

. \\\\ e Lower or no lubrication requirements - reduced contamination "\\‘~. D P

NN opportunity N Wl

RS B v

e Greater efficiency - reduced energy requirements :‘\ \‘t\: N

e Ability to operate in difficult or harsh environments \‘}i‘\‘\ PrY D‘\ g\ Tl \Q ., -
>, A S . R --\ OO X Al .
ANSIY L w0 ST S, T \‘\'\\\: AN ‘}\.\\‘.u\\\.\?\\‘a{,\x\.\ﬁ\ AN

4
)
“y

N A
AN X GLOBAL MARKET POSITION AND UNIQUE GEOGRAPHICAL
NN\ MANUFACTURING CAPABILITY

- ~

. Renold is a global market-leading supplier of industrial chain and torque
'\ transmission products produced across the world utilising a unique

‘- manufacturing footprint. We are the second largest industrial chain company
in the world with less than 10% market share in a highly fragmented market.

A . - . .,

LOW COMPONENT COST BUT CRITICAL PRODUCTS

Renold's products are often a relatively low component cost when
compared to the cost of the overall assembtly of which they are part. but
they are critical to the performance of the entire system. The consistent,
reliable performance of our class-leading products for over a century has
demonstrated to customers the value proposition we offer both in MRO
and OEM

06 - ce e . ‘- . PR Coea [,



OVERVIEW STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS ~ ADDITIONAL INFORMATION
STRATEGIC PROGRESS DELIVERED FUTURE OPPORTUNITIES

ST TN T RS IANNENNET AN T QN RN YN T N I Tt TR
\\‘?\":
\'\.-
‘ . . N \\‘\‘\". . :‘\'. ) B Q‘
N < UNCS e o Small but meaningful acquisitions delivered aN e Acquisitions accelerate growth and create the o
. ~ 14 q N q g -

- . > ] NN o : .
N . —  Acquired specialist tooth chain manufacturer,  *«: opportunity to deliver even greater returns from .
adding product specialisation and greater & capital investments N
customer reach N Provide accelerated growth in markets that have :\g
— Purchased minority joint venture shares in \\o 'sticky” products o
India and China creating 100% ownership “vyt e Acceleration of entry into new sectors or [
and control over strategic direction in key u\ geographies ™
- -t . . N
growth markets «*  Future benefit: Infrastructure built onto which
NS acquisitions add immediate value «:‘
\t \ .
S S L S PR L NNt v RS S ST G LG PP R AP
NN
L ~ \{‘~ NUUANGY N \
x « . C ot . . - . . . T .
.‘\\ U N, TUa2EM Q= Improvements in customer service, benefiting M« PRenoldisa major brand in its markets whichison .

. ~ . . S . . - . . . .
:'\‘ AT Y '\ . \._\ from infrastructure investment and change, have .+ « the cusp of major range and service improvement =%
NN -‘:.\\“i' N been substantial ‘:._\ delivery M

. - - LR - . . . . . .
N N :\'\\\ P \\‘\ < > ¢ Investing in marketing and product management N . ¢ Growing market sub-sectors and niche markets RN

S A W) . = N
Na \3-;:3““\}_&; » '« The Renold brand is being further developed and 3 where Renold does not currently compete leaves  (y-
Sl ‘\\‘ DN enhanced to include sustainability and further R room for substantial expansion &\
RN \\'\Q\‘- :\ . \\\L\.\‘\ N N evolution of the product range +" ) Future benefit: Faster growth. higher margins, N
et NN -~ > h . . . N ..I . . . - . - .
NS IR NN .\\:‘\\\\‘ .= Increasingly competitive cost base established ~.n differentiated offering built on strong brand and RS
A A » A established value adding products N
N N LA AN A ",
o i 1. AR T R T T T e et T T ATt T T ST LAY L ~ LS % ‘\\
LS \‘-
\\ .
L

R
. . N
. Significant change delivered . & Major restructuring costs and projects finished N

[

Restructured operating sites, solving legacy
issues and delivering margin improvement

Introducing systems and processes to
improve productivity and operational
effectiveness including new single Group ERP
and engineering systems

Investment in improved manufacturing
capability. increasing flexibility and

reducing headcount

Major infrastructure changes and significant

investment largely complete and have delivered
major benefits

Foundations built for accelerating improvements
through new machinery and processes
Standardisation in engineering, components and
manufacturing processes to give lower costs and
better service

Standardisation allows growing geographic
freedom on manufacturing tocation giving more
resilience and lower costs

Future benefit: Significant margin improvement and
cost reduction to occur with cost to change already
incurred leading to greater free cash

n7



OVERVIEW

Chairman’s Letter

‘ l In these uncerta/n
. . times, we, have taken
swrft act/on to protect
S our people, to énsure ‘_‘
"continuity of supply NARS "
- for our customers and .

- to reduce costs and ;~~\
preserve cash 17 ‘“‘\‘_

S0 e

s MARKHARPER _:- N
A N . PP
. CHAIRMAN \;: IR

During the year ended 31 March 2020,

the Group has faced a series of macro-
economic challenges on a global scale,

and it is satisfying to see the progress
Renold has made in being able to face up

to and overcome these challenges. While

in the past, such challenges may have
converted profits to losses or required direct
shareholder support to recapitalise the
Group, the strategic progress that has been
made over the past years has delivered a
business that is more resilient and far better
positioned to weather these storms. This is
true for financial performance, but itis also
true for the flexibility and adaptability of
our people across the world who have been
key to delivery in this unprecedented

global environment,

NR

Y

N

REACTION TO THE COVID-19
PANDEMIC

In the Chief Executive's Review, Robert
outlines the impact of the Covid-19
pandemic on Renold and the actions we
have delivered to ensure the safety of our
employees and continuity of supply to
customers plus the cost and cash measures
implemented to protect the financial
strength of the Group.

With our manufacturing facility in China, we
gained early exposure to the operational
changes required to ensure the safety of
our employees in a Covid-19 environment.
These changes were fuily implemented
upon reopening of the Chinese factory in
late February 2020. As Covid-19 spread
across the world, particularly to Europe
and America, we were well placed to
share best practice and quickly implement
safe working environments in our other
locations. The welfare and safety of our
employees have remained paramount
throughout the current crisis.

One of the key strengths of Renold is the
broad spread of end-use applications

for our products and the broad base of
customers that we serve. Throughout

the various geographic fock-downs

across the world, we have sought, where
appropriate and safe to do so. to keep our
manufacturing operations open in support
of various industries that are essential in
the current environment. Whether the
end application is in agriculture, food
processing, energy or a myriad of other
essential industries, Renold is playing

its part in ensuring our customers can
continue to operate.

The changes that we have implemented

can only be successful with the support

of our employees across the world. Their
willingness to adapt and adopt new working
practices, including where these incur
personal hardships, has highlighted their
commitment and loyalty to Renold. Whether
that is changing shift patterns, reducing
waorking hours or accepting temporary

pay reductions, all of our employees have
stepped forward to support us in addressing
the current challenges.

OUR MARKETS

At the half year. we outlined tougher
market conditions, particularly in the
European and US chain markets and, as
expected, these conditions continued
into the second half of the year. Market
disruption and uncertainty created by

increasing tariff barriers, Brexit and slowing
capital investment have impacted elements
of our customer base.

Other than domestic orders in China,
disruption related to the Covid-19 pandemic
occurred too late in the year to have a
material impact on market demand. and
order levels were not significantly reduced
until the final weeks of March. However,
supply chain and operational disruption

in our manufacturing facilities caused by
Covid-19 reduced our production output
and revenue in the final months of the year.

TRADING PERFORMANCE

Revenue from continuing operations
declined by 5.1% in the year (6.2% at
constant exchange rates), reflecting the
weakening market conditions which
accelerated in the final quarter of the year
as the impact of operational disruption
from the Covid-19 pandemic materialised.

The volatite market conditions impacted
most acutely on the Chain division

which experienced a revenue decline of
7.6% {8.6% at constant exchange rates).
Unsurprisingly, this affected profitability
and adjusted return on sales for the
division declined to 9.2% (2019: 11.2%).
However, the revenue reduction masks the
progress made in improving underlying
operational effectiveness.

Torque Transmission's revenue from
continuing operations increased by 6.4%
(5.0% at constant exchange rates) as
project wins were more than sufficient to
offset the weakening market conditions.
Adjusted return on sales increased in the
year to 13.4% (2019: 9.4%) reflecting actions
taken to improve the profitability at the
Gears business unit and the benefit of
successful project wins.

There are a number of accounting changes
that affect adjusted operating profit,
including adoption of IFRS 16 ‘Leases’
(increases adjusted operating profit by
£0.5m in year ended 31 March 2020; no
change in adjusted profit before tax).
consistent treatment of the disposed South
African Torque Transmission business as
discontinued activities and re-presentation
of adjusting items to no longer adjust for
ongoing pension costs {reduces adjusted
operating profitin each of the years ended
31 March 2019 and 2020 by £0.8m). Details
of these accounting changes are included

in the accounting policies on pages 103 and
104, and Note 28.
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After applying these changes, adjusted
operating orofit from continuing operations
decreased to £13.4m (2019: £14 8m) with

an adjusted operating margin of 71% (2019:
74%) Statutory operating profit was £10.1m
(2019; £15.4m).

STRATEGIC DEVELOPMENTS

During the year, Renold made good progress in
delivering strategic change across the Group.

The transfer of the Chinese factory to a
new purpase-ouilt facility in Jintan was
completed in March 2019. Improvements
in productivity ultimately took loniger to
achieve than originally anticipated with a
newly recruited work force to train, but
were being deiivered prior to the Covid-19
extended shutdown during January and
February 2020

As outlined in the interim Results
announcement on 13 Novemper 2019, during
the first half of the year we disposed of the
non-core, loss making South African Torque
Transmission business unit to management
for nominal consideration. We also
completed the purcnase of our joint venture
partner’'s remaining 25% share of the indian
chain business in November 2019, which
pecame a wnotly owned subsidiary creating
greater flexioility to source inter-group
supoty without diluting returns

During June 2019, we completed the transfer
of the Company’s listing to AlM in order

to improve the Group’s aoiiity to execute
acquisitions. The rationale for this transfer
remains vaiid, as does the strategic benefit
of pursuing an acquisition strategy. While
acquisitions are unlikely in the near term as
we navigate the uncertainty of the current
environment, the greater flexibility offered
through trading on AIM positions the Groug
to react quickly as opportunities arise and
markets recover

The year to 31 March 2020 aiso reoresented
the final year of the major infrastructure
change orogramme which nas provided the
olatform for the efficiency improvements
that the Group has achieved This is
significant for the Group as it will free up
cash and so provide Renoid with greater
capital resources which can be allocated

to both organic and inorganic growth
opportunities

We have also made strong orogress

in improving the control environment,
implementing the recommendations
identified following the indegendent review
into the oreviously announced, historicai
accounting issues at tne Gears ausiness unit
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Consistent with the cost actions being
delivered across the Group, the Board has
elected to take a temporary reduction

in fees/salary of 20% for Non-Executive
Directors and 25% for Executive Directors
Initially, these pay reductions are for a
oeriod of four months commencing on
1Aprit 2020. but wilt e reviewed and
adjusted as required by trading conditions
oeing experienced by the Group

As previously reported, lan Griffitns, the
Senior Independent Director and Chair

of the Remuneration Committee retired
on 12 November 2019 after nine years of
service to the Company. Consistent with
the succession plan outlined in previous
Chairman's Letters, Tim Cooper, who joined
the Board in November 2018 with a view
to taking over lan Griffiths remuneration
responsioilities, has been appointed as the
chair of the Remuneration Committee

David Landless. the Chair of the Audit
Committee, was appointed to the

roie of Senior Independent Director to
replace ian. | continue to Chair the
Nomination Committee

Also as oreviously announced, tan Scapens,
Group Finance Director, wil! e leaving the
Company in June 2020. On 12 May 2020, we
announced that James Haughey wiil replace
lan as Group Finance Director, and is expected
to commence his role in November 2020

t would tike to extend my thanks to both
lan Griffiths and 'an Scapens for their
contriputions during their tenure.

PENSIONS

The latest triennial actuarial valuation of
the UK pension scheme, with an effective
date of 5 April 2019, was agreed in March
2020 with no change to future contribution
arrangements. This valuation assessed the
deficit at 5 Aprii 2019 to be £91m, with the
shortfali to be recovered from expected
asset outperformance

The Group's net retirement benefit obligations
as determined by 1AS 19R decreased in the
year to £97 6m (2019: £1019m).

In the period since 31 March 2020, reflecting
the uncertainty in short-term outlook
caused by the Covid-19 aandemic, Renold
agproached the Trustee with a request 10
defer contributions to the UK scheme for

a 12 month aeriod to 31 March 2021 The
Trustee supgorted this prooosal and it was
agreed that the deferred contributions

FINANCIAL STATEMENTS

ADDITICNALINFORMATION

will be repaid over a five year period
commencing on 1 Aprif 2022 Certain other
conditions were required to secure the
deferral including an additionat contribution
to the scheme of 25% of any dividends paid
(above the existing 25% requirement) until
such time as the deferred contributions have
been made good

GOING CONCERN

Due to the uncertainty in the operating
environment caused by Covid-19 and the
potential impact on underlying markets,

the Board has stress-tested a number of
detailed downside scenarios to inform its
assessment of going concern Due to the risk
of a breach of banking covenants in the most
severe scenario, the Directors’ assessment
of going concern includes reference to
material uncertainty. in common with many
other ousinesses The Directors confirm,
that after due consideration. they have a
reasonable expectation that the Group has
adequate resources to continue ta trade for
the foreseeable future and nave thereby
continued to adopt the going concern basis
in prepacing tne financial statements More
detail on the consideration the Directors
have given to going concern is outlined in
the Finance Director's Review

DIVIDEND

Tne 3oard fuily recognises the importance of
dividends to snareholders. However, given
the volatile operating environment created by
the Covid-19 pandemic and tne likely impact
on market demand, the Board has decided
not to recommend the payment of a dividend
on ordinary shares for the year ended 31
March 2020. This approach will remain under
active review for future periods.

SUMMARY

In these uncertain times. we have taken
swift action to protect our peogle, to ensure
continuity of suooly for our customers and
to reduce costs and preserve cash As a
direct result of the strategic change that
has oeen detivered, the Group is far more
resilient and better positioned to navigate
the uncertain market conditions arising
from tne Covid-19 pandemic. | would like to
thank all our employees around the world
for their flexibility and commitment in
heiping t1e Group to manage through these
unprecedented times.

MARK HARPER
CHAIRMAN

16 June 2020
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Market Review

Renold's chain and torque transmission products are used in a broad range of applications
across the world. These products are generally used in industrial applications or capital
goods through either original specification at the point of manufacture, or as replacement
maintenance parts. Across the markets we serve, there are numerous trends at a local or
product level. Below, we pick out some broader market trends and outline our response to
changing market dynamics.
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MARKET TREND-LOGISTICS AND? N
\ DISTRIBUTION OUR RESPONSE

With increasing levels of global trade. greater use of internet
shopping and faster reactions to changing trends and fashion,
the demand for fast, efficient and cost-effective distribution
and logistics capability is a critical success factor for many
businesses.

Renold is a leading global supplier of fork-lift truck chain
across the world. providing an entry point into global logistics
operations.

Through targeting OEMs and operators, Renold is expanding

its presence in supporting all aspects of the logistics and
distribution sector. including greater demand for fork-lift trucks,
specialist chain used for container handling equipment in ports,
and supplying the large volumes of chain used in automated
distribution centres.

\\\\\ \\\\\\\\\\\\\\\\\\\\\\\\\\

MARKETTREND: TRADE BARRIER
AND TARIFES) > OUR RESPONSE

This is leading to significant investment, particularty in
automnation and the capability to manage greater volumes
with fewer employees directly handling goods.
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Industrial chain and torgue transmission products serve a
global customer base. As a result, there are high levels of
products that flow across national borders.

Renold's strategy. particularly in the Chain division, has been to
ensure that we retain and establish manufacturing capabilities in
alt major global markets in which we operate.

With the introduction of tariffs on goods flowing between the
US and China, we have been able to utilise the flexibility retained
within our manufacturing base to move certain elements of
production out of China into our Indian site. This flexibility
creates competitive advantage over those competitors without
this level of flexibility.

Y

MARKET TREND-REDUCED MAINTENANCE  § 1o
LEADINGTO INCREASED PRODUCTIVITY, { OUR RESPONSE

As with all processes, maintenance disrupts process flows and
results in periods of reduced productivity.

A changing economic environment has seen an increase
in trade barriers and tariffs. particularly between the US
and China.

W/
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Renold has always provided the benchmark for high
specification products.

Our customers are increasingly seeking out products with
longer operational fives, reduced maintenance requirements
and lower whole-life costs.

We continue to seek out solutions to customer challenges.

whether that be:

e (lass-leading chain life for fork-lift truck applications.
reducing maintenance time for replacement;

Z

e Lubrication free chain, reducing maintenance requirements
and providing a product solution for clean environments; or

e RBI couplings, providing a maintenance free alternative to
gear couplings.
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In order to successfully target the diverse end-
customer sectors, Renold goes to market through
three main customer channels:

+ Original equipment manufacturers (OEMs);

e Distributors: and

e End-users.

This combined approach provides options to our
end-user customers to identify and select Renold
products in a way that most optimally aligns to
their business model.

Read more about our chainand LOTquUe,
transmission performance.on pagese,t0.e3

OEMS

GOVERNANCE
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While not always a well-defined category, end-user demand
is generally to support larger and more complex service

and MRO (maintenance, repair and overhaul) applications
where customers gain value from dealing directly with

the manufacturer.

In the year ended 31 March 2020. 18% (2019: 22%) of revenue
was through the end-user channel.

18%

of revenue

OREEN 0 o 4\

Customers in this segment typically value the technical
expertise that Renold can bring to bear in providing solutions
to increasingly demanding applications as their own products
are developed. An example of this are our gearbox solutions
provided by the Torque Transmission division to lower volume
manufacturers of original equipment.

In instances where, due to size or specification requirements,

standard products are not suitable, Renold is able to design a
solution which becomes integral to the equipment design.

In the year ended 31 March 2020, 38% (2019: 36%) of revenue
was through the OEM channel.

38%

of revenue

The sophistication and reach of distributor networks varies
greatly around the world. In India. for example, distributors are
generally small, single-site operations, or small local networks.
They provide a local inventory holding for standard products.
At the opposite end of the scale are the large national US
distribution networks who are able to provide both standard
products across a very broad product range and are also able
to develop, along with their supply chain partners, specialist
solutions for customers.

in the year ended 31 March 2020, 44% (2019: 42%) of revenue
was through the distributor channel.

44%

of -evenre
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Business Model

The Renold business model is focused on leveraging the unique knowledge and capabilities
of our people and facilities to generate value for our stakeholders. The continuous
value-generation cycle that underpins our strategy is shown below.

OUR KEY RESOURCES

>

OUR VALUE-GENERATION CYCLE

\

We are building a strong, highly
skilled team with a clear set of
values and stretching targets.

Our approach combines new
sills for existing staff and new

KNOWLEDGEEOECUSTOMERSIPROBLEMS!
PRODUGTISTAND SOLUTIONS

e Reviewing after-sales service means we continue to learn
and deliver

* Deep understanding of metatlurgy and chemistry in real
world scenarios

e Practicai application of engineering excelience

capabilities from recruits.

FAGILITIES

We are upgrading our
infrastructure and process
capability to oe an appropriate
match for our strategic goals
This will support improvements
in quaiity and service and create

SKILULS'ANDIFACGICITIESEATHEABILITYZT O
CONGEIVE’AND,DELIVERITHESEISOLUTIONS

e Bringing our unparalleled engineering capabiiity to design
customer soiutions

* Dep:oying over 100 years of manufacturing know-how to
create superior oroducts

* Manufacturing capabiiity in most major regions

manufacturing flexibility

!¢ ot

We have a reputation as a
leading globa! supplier of
chain and torque transmission
products. £stablished in 1879.

[LOGISTIGSE HEIRIGHTIPRODUGTINTHEIRIGHT]
PIACEATITHE{RIGHTRTIME

* Wide range of stocked products can reduce supply
chain compiexity

\

I

REUATIONSHIPS

S |

We work in long-term
collaboration with a wide
range of general and speciaiist
suppliers. This supports our
ability to source complex
materials for our leading-edge
solutions.

SERVICERIUNIQUEFAETER:SALES'SERVIGE
MEANSWEICONTINUESTO,'EARN AND;DELIVER

¢ Daily shipment options respond to customer-specific needs

e Rapid response cells geared up for swift deliveries

e After-sales service centres and product performance
monitoring

* Raoid resoonse offering on standard configured chain and
standard transmission chain

s (etting cioser to customers in mo-e locations
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Qo:\\ employees *  Premium performance Transmission products « Global manufacturing .“\:
t\ e Training and development segments e Broad spread of footprint and sales and AS
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OUR BUSINESS MODEL CREATES ..AND FOR OUR STAKEHOLDERS
VALUE FOR OUR CUSTOMERS ...
ENDSUSERS \ | CREEOES \

* Development of talent

* The ability to work for a
business whose values align
with those of the employee

\

* We have a detailed strategy

s Expert knowledge

o Be?poke solutions :I-é- %

e Unique problems understood fom
and solved o saies

e The Renold brand and
engineering capability

OEMS \ for growth
¢ Range of facilities —
and capabilities 3 8 0/
e Bespoke solutions o> 0]
e Meeting their own Of sales \
customer needs
* The Renold brand and * Along-term relationship
engineering capability * Acollaborative process
DISTRIEUTION \

A\

¢ Trust and customer support

« Reliability -4-__2]_ %

* Access to broad £ ol
product range o sales
» The Renold brand and
engineering capability

e Support local education
projects for young people

e Construction of educational
facilities in India

A\

* Meet legislative
requirements

¢ Underlying reduction in
energy usage

*¥Reéad niore about Su
‘:‘On page 38 ¥adli 3

GRead more ab
-gJourney on page 14

-J H 'J siamabrhty - Read mnre about OUr,PE0pIe
v Loi i pageasiia g5t

13



STRATEGIC REPORT

Our Customer Journey

Our activities range from diagnosing our customers’ specific power transmission application
challenges, to proposing the right material solutions, to formulating their often complex
properties, to cutting and heat treating the components and finally to assembling the
finished product.

We add value during our customer journey through our unrivalled engineering capability, 100+ years of know-how
on solving power transmission challenges and enhanced after-sales service.

problems

Customer issues are Specifying the right grade Material performance
often challenging and and composition can be enhanced with
sometimes unique of metals is key the right coating
° ® We have deep knowledge ®
P : of the performance :
1 Bringing our unparalleled : characteristics of '
: engineering capability to : a number of metals and
. design customer solutions : surface treatments '
, ; 0 : ST\ :
Sales . Y ‘ @ :
channels Analysing 2’ Design Material i Coating
: customer PO specification specification
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I | |
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Enhancing the custormer
experience with after-sales service

and performance monitoring o
Ongoing performance
monitoring, field support
and technical advice
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KEY
Knowledge @ Skills & Facilities Service @ Logistics

N .

Heat treatment and
other applications to
optimise performance

7

22

Heat treatment expertise
is a key competency in
many locations

Deploying over 100 years
of manufacturing know-how
to create superior products

Jreating )

‘components components
: O
= o83
E = i)

Shipping ,

[ ®
Wide range of stocked Automated assembly
products and daily processes reduce lead times

shipment options
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OVERVIEW

The year ended 31 March 2020 has proved
to be uniquely challenging, and we can take
some comfort that, prior to the outbreak
of the Covid-19 pandemic, we were seeing
significant progress across the business.

More challenging market conditions,
particularly in our key European and US
markets. adversely impacted demand.
However, the more streamlined and flexible
operating model developed through

several years of strategic change was
proving robust and we had an expectation
of improving adjusted operating margins
despite lower revenues.

As outlined in our announcement on

28 February 2020. the initial disruption
resulting from the Covid-19 related
extended shutdown across China impacted
our manufacturing capability and supply
of chains in certain markets. As lock-
downs spread across the world in the
final weeks of our financial year. Renold,
like many other businesses, experienced
manufacturing disruption, either from
enforced closure of manufacturing

sites or due to increased absence as
employees self-isolated or had childcare
responsibilities.

As a result of these factors. Group revenue
from continuing operations declined by
5.1% to £189.4m, with adjusted operating
profit 9.5% lower at £13.4m (2019: £14.8m).
Statutory operating profit was £10.1m
(2019: £15.4m). Despite a 5.1% reduction in
revenue, adjusted operating margin fell only
slightly by 0.3 percentage points to 7.1%
(2019: 7.4%).

Group order intake reflected the more
challenging market conditions through

the year and, with the on-set of Covid-19
related lock-downs in the final weeks of our
financial year, declined by 11.0% for the year
at constant exchange rates. The Group's
closing order book at 31 March 2020 was
10.9% lower than the prior year.

The longer-term impact of the Covid-19
pandemic on macro-economic conditions
and our markets is as yet uncertain and
therefore, the Group is taking a prudent
approach to reduce costs and conserve
cash, as outlined in more detail below.

COVID-19 - IMPACT ON
OPERATIONS AND RENOLD'S
RESPONSE

The first impact of the Covid-19 pandemic
occurred in the Group's Chinese operations.
Following the normal closure of the Chinese
factory for the Chinese Spring Festival in
January, the government enforced fock-
down resulted in almost four weeks of
additional closure. This closure reduced
sales to domestic Chinese markets and
created some disruption in the Group’s
supply chains for Chinese manufactured
product. In addition. our Australasian Chain
businesses source some products from
other Chinese suppliers, and the extended
shutdown resulted in delayed supply of
product to them.

Upon release of the Chinese lock-down.
operations in our Chinese factory recovered
quickly with minimal supply chain
disruption and slightly out-performed our
expectations in March 2020.

As the Covid-19 pandemic spread around
the world, governments took different
approaches resulting in inconsistent
impacts in different parts of the world.
New Zealand, Malaysia and India

enforced complete lock-downs, including
requirements for complete closure of
factories. Across Europe, our manufacturing
sites remained open. but with increased
levels of absence as schoo! closures
resulted in childcare responsibilities for

a number of employees and as strict
self-isolation procedures were applied.

Our US sites followed state requirements
which resulted in different approaches. Our
Chain factory in Tennessee remained open,
designated as an essential supplier. Our
Torque Transmission manufacturing site

in New York state initially closed but then
partially reopened as an essential business.
As lock-downs have started to be

relaxed across the world. all our locations
have reopened.

16



OVERVIEW

I ne geographically ditterent Covid-19
restrictions and the speed with which they
have dbeen introduced has required our
management teams around the world to
quickly assess the impact and requirements
on a localised basis. Throughout this period,
our highest priority has been the safety and
welfare of our employees. Each location has
established a Covid-19 operational planning
team witn best practice and learning being
snared across the different geographic
teams The solutions implemented differ by
focation but include emoployees not required
in our factories working from home. changes
to shift patterns to reduce the numoer

of individua's on site at any point in time,
cnanges to operational processes o ensure
social distancing is enforced and strict
approaches to self-isoiation for individuais
who are at -isk of having been exposed to
anybody showing symptoms or having been
diagnosed as having tne virus

As we enter the new financial year. the
Covid-19 pandemic is causing significant
disruptions to our end markets and their
respective supoly chains, with customer
demand falling as activity levels nave
reduced :n expectation of falling demand. a
numoer of actions have oeen implemented
to reduce costs and preserve cash. These
incude:
¢ suspending all discretionary spend
and restricting non-committed capita:
expenditure:

= flexing working hours or operationai
headcount to match labour to demand;

* rephasing or renegotiating payments
on ieased properties, direct and indirect
tax payments and recovery of over-
estimated corporate taxes where 0aid
on account;

» agreeing, with the scheme Trustee,
3 deferrai of contributions to the UX
oension fund for 12 months; and

* temporary pay reductions for indirect
employees, inc.uding a 25% reduction
for the Executive Directors and 20% for
the Non-cxecutive Directors.

The above actions include making use

of government support packages being
provided in different territories, particuiarly
the UK. Germany and USA, where we nave
sought to avoid redundancies where possidle

EIREYERIGE SV
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In addition to the actions noted aoove to
reduce costs and preserve cash, we have
aiso worked with our banks to revise
covenant structures creating additional
flexibility in uncertain operating conditions.
More details of these temporary changes
to borrowing facitities are outlined in the
Finance Director’s Review

At 31 March 2020. our committed borrowing
facilities were £65 Sm and the Group

had headroom of £13.1m under these
committed facilities in addition to £156m

of cash. Following the early stages of
imgiementation of the cash preservation
actions noted above, the Group's net debt

at 31 May 2020 was £35 8m, deing £0.8m
fower than at 30 March 2020. The Group
was profitable in both Aprit and May 2020

STRATEGIC PLAN - UPDATE ON
PROGRESS

As previousty outlined, the relocation of
the Chinese factory to Jintan was a major
project, upgrading the infrastructure and
caoability of our business in China. Having
opened the new factory and completed the
transfer from the old factory by 31 March
2019, the focus for the year was to imorove
operationa' oroductivity Uoon transfer

to the new site, a largely new operational
workforce was recruited and productivity
suffered, as expected Aithough not as fast
as originaily envisaged, productivity has
orogressively imoroved througn the year
with employee numbers reducing by aimost
20% whiie increasing outout. The financia!
benefit of this operational improvement

in the second nalf of the year was large'y
offset by the Covid-19 related, extended
shut-down whicn impacted profitability in
China However, as the site has returned

to work, productivity gains have returned
quickly. positioning the faci'ity for imoroved
oerformance when volumes recover

As part of the Chinese factory move, we
aought out our Chinese partner’s minority
stake creating a wholly owned Chinese
supsidiary In November 2019, the Group
also purchased our joint venture partner’s
remaining 25% share in the Indian chain
pusiness unit. These projects comolete the
significant period of major change in the
Chain division and deliver on our objective of
having whoily owned chain manufacturing
caoabilities in each of the key territories in
which we operate

FINANGAL STATEM:ENTS

ADDITIONAL ‘NFORMATICN

Not only do these transactions ensure we
have full ownership and controi in marxets
that are expected to grow significantiy in
the coming years, they aiso support these
manufacturing facilities playing a greater
partin the Group’s supoly chain strategies
without diluting profits through sharing with
joint venture partners

Initial benefits from this strategy have
already commenced with India now fully
particigating within the Group's suggly
chain As the US introduced tariffs on
Cninese manufactured products, Renoid was
able to resource certain oroducts from India.
ensuring continued supply. For European
customers, india now provides additional
capability in conveyar chain aopiications
Snort {ead time product can continue 1o

be suoplied througn the Bredoury service
centre in tne UK. However, this can now

be supp'emented by lower cost but ‘onger
lead time product from India. ensuring
greater product coverage for our European
customer oase

Progressive future investment will

be required to upgrade and a‘ign
manufacturing caoability across the chain
facilities. but this, a:ong wita increasingly
standardised products and components
will aliow us to access greater economies of
sca'e and oroduction efficiencies

Tne South African Torque Transmission
business unit nad been ioss making for a
numoer of years. Desoite a numoer of faise
starts, the unit had been unabie to grow
revenue streams witaout continuing to
invest capital While there were potential
opoortunities that existed from operating
in the South African market. increasingly
difficult market conditions and greater
opoortunities for the Group eisewhere

in the worid resulted in the unit being
dlassified as non-core. The ousiness unit was
sold to its management team for nominal
consideration

These projects highiight an intentional

trend in capita! atlocation decisions for the
Group With the 'arge infrastructure projects
compolete, capital ai'ocation decisions are
now less frequently :imited by a site’s
capaaility, but are focused 01 customer
service and ootimising orofitability.
=specially for the Chain division, this ailows
us to access economies of scate and offer a
truly globa service
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Chief Executive’s Review

MACROECONOMIC LANDSCAPE
AND BUSINESS POSITIONING

We are living in unprecedented times, with
levels of uncertainty that do not permit any
realistic assessment of market conditions
today, or wnether such market conditions
wili continue into the near-term future.

With this level of short-term uncertainty,
itis necessary to look at the undertying
fundamentals of the Group and the markets
we serve Many of these fundamentals are
unchanged from when | joined the Group
seven years ago and inciude.

s Valued and recognised brand and
engineering expertise
Renold's brand nas deen ouilt up over
our 150 year history and is trusted by
customers.

e Global market position and unique
geographical manufacturing capability
Renoid's g'oba' marxet position has
existed for many years. out, foilowing
significant strategic restructuring in
tne Chain division, the geograpnical
manufacturing footorintis unique,
oermitting us to service customer
demand with unparaileied ieve:s of
flexivility - a critical factor in rapidiy
cnanging market environments

¢ Low component cost, but critical
products

Cnain and torque transmission

oroducts are fundamental elements

of applications into which they are
incorporated. Our products are often a
smal' proportion of cost when comgared
with the overall end appiication,

dut without their seamless, reiiadle
functioning can undermine the

entire product.

e Broad base of customers and end-user
markets

Renold’s products are used in an
extremely diverse range of end
applications resulting in a nuge spread
of customers and markets served
While some markets wiii win and
some markets will iose in the current
dynamically changing environment,
Renold will benefit from both
diversification as wel! as the aoi'ity
to focus commercial efforts where
opportunities are the greatest

* High specification products that deliver
environmental benefits for customers

The Group's products have always been
nighly specified, premium products
which deliver environmental benefits to
customers. Whether through product
efficiency leading to iower power
usage, longer 'ife leading to lower
overall usage of materials and energy.
or iower lubrication requirements,
Renold's oroducts are weil glaced for
an increasingly environmentally

aware marketpiace

The orogress made in leveraging these
fundamentals through the strategic pian has
been significant wita:

« improvements in productivity and
operationa' efficiency in the year,
continuing the improving trend in sales
oer emoloyee which has increased by
a:most 20% over five years;

* improvement in leveis of customer
service oeing deivered through the
Group's 'Step 2 Service’ programme; and

o greater fiexibility in the cost base as we
start to reduce the direct link between
~evenue and di-ect iaoour

While revenue needs to recover to fuily
-eaiise the financia! venefits of these
imorovements, tne significant investment
in infrastructure and cost to change is
largely at an end. As markets recover.
cash generated from trading wili no longer
be required to supportinvestment in
substantial change programmes creating
more flexioility in capital allocation
decisions

In the near-term, market demand will
certain'y fluctuate as the world addresses
the Covid-19 pandemic and certain aspects
of life may neve- return to pre Covid-19
norms However, through the benefits of
tne strategic programme aiready delivered,
Renold is more resilient and weli positioned
to navigate this period of uncertainty

OUTLOOK

Prior to the Covid-19 pandemic, the Group
was 01 track to deiiver imoroved adjusted
ooerating margins despite a cha-enging
mar<et backdrop resu'ting in a revenue
decine Tne comoination of a number of
strands of the strategic pian were expected
to oe sufficient to avercome the operational
gearing effect of faliing revenue

During the fina! quarter of the year, the
initial impact of the Covid-19 pandemic
created short-term disruption and a nurmber
of operational challenges Renold reacted
quickly to these chatlenges, ensuring the
safety and welfare of ail our employees,
compliance witn locai restrictions and
continuity of supaly to customers, while at
the same time taking steps to reduce costs
and preserve cash flow

The uncertainty caused oy tne Covid-19
pandemic is iikely to result in a period of
voiatiie demand, preventing the Board from
giving specific guidance for the year ahead
at this stage Tne Group's financial position
has been strengthened by the flexibility
orovided by our ‘enders and the Trustee of
the UK pension scheme Together with the
cost and cash actions taxen, this supports
the Board's confidence that the Group wili
be aole to manage through the current
period of disruption

Reno d hoids a ‘eading oosition in many of
its marxets and the strategic programme
that nas been undertaxen over the past
years has delivered a dusiness far more
resilient and better placed to overcome
the current chalienges Having successfully
completed the substantiai infrastructure
change programme, we will have greater
cash resources with which to accelerate our
growth initiatives As a result, the Group is
well positioned to capture the significant
oppartunities avanab'e to it as markets
stabilise and demand recovers.

ROBERT PURCELL
CHIEF EXECUTIVE

16 June 2020
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STRATEGICREPORT

Our Key Performance Indicators
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STRATEG!C OBJECTIVES
Significantly improving our health

and safety performance

Generating margin-enhancing
growth from our superior
product capability

@ Enhancing customer service
@ Optimising business processes
@ Lowering our breakeven point

@ Developing our people

Strengthening and de-risking
our balance sheet
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HEALTH & SAFETY. MEASURES .

/

WHY IT'S IMPORTANT TO RENOLD
Safety is our number one priority. We believe that every work-related incident and injury is preventable and are committed to providing a

safe workplace.

LOSTATIME'ACCIDENT REPORTABLE!NJURYj LOSTATIME SAFETY}
FREQUENCY.RATES . (DAYS] IMPROVEMENTS
DEFINITION: DEFINITION: DEFINITION: DEFINITION:

Over a 12-month period, this ratio
shows the total number of lost time
accidents, irrespective of severity,
against the hours worked.

An internationally recognised
standard measure.

PERFORMANCE:

2016 N\ 70

2017 2N 71

2018 N\ 5.8

2019 T\ 152
2000 N\ 94
COMMENTARY:

Lost time accidents rates reduced
during the year.

CHANGE @

Over a 12-month period this ratio
shows the number of accidents
greater than three lost days, against
the average number of employees in
the same period. An internationally
recognised standard measure.

PERFORMANCE:

2016 O\ 887

2017 B\ 777

2018 DN\ 455

2019 L—\1,909
2020 N\ 1,014
COMMENTARY:

Reportable injury rate (greater than
3 days lost time) reduced during
the year.

CHANGE @

The total number of lost days
attributable to all accidents in the
12-month period. An internationally
recognised standard measure.

PERFORMANCE:

2016 [\ 308

2017 A\ 190

2018 D\ 248

2019 """\ 1126
2020 £\ 340
COMMENTARY:

Lost time days decreased following
theincrease in the prior year where
a small number of acadents had
long recovery umes.

CHANGE @

We drive all our sites to capture and
implement safety improvements. An
internationally recognised concept
with different measures applied by
different businesses.

PERFORMANCE:

2016 " \1,233
2017 "N 1,466
2018 "\ 1304
2019 "\ 1350
2020 "\ 1,254
COMMENTARY:

Small reduction in the year. but
safety improvements contunue to be
identified and implemented.

CHANGE €
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PROFIT MEASURES © © © EFFICIENCY MEASURES © O O O

WHY IT'S IMPORTANT TO RENOLD WHY IT'S IMPORTANT TO RENOLD

Profit measures give insight into cost management, performance Delivering improved efficiency in everything we do is a core element
efficiency and growth. We are focused on increasing productivity, of our strategic goal of delivering increasing operating margins.

reducing operating costs and delivering organic growtn.

RETURN,ON-SALES'(%)

FADJUSTEDJEARNINGS
RPERGHARE!(D) I

ATOTAIYOVERHEADS IS
Fm)

DEFINITION:

Adjusted operating profit divided
by revenue.

PERFORMANCE:

2006 " N\82%
207 N\ 7.0%
208 N 6.7%
2019 O TN\7.4%
2020 . 7 19,

COMMENTARY:

Broadiy stable raturn on sales
despite 5.1% reduction :n revenue
demonstrates operational efficiency
imarovement.

CHANGE ©

DEFINITION:

Earnings per share before
restructuring costs or adjusting
items. This is a key metric used by
capital markets and stakeholders
in assassing performance
improvement and value generation.

PERFORMANCE:

2006 C—— N\37
207 N30
2018 N\ 29
2019 N\ 31

2020 I, > 5

COMMENTARY:

Adjusted EPS has deen recalculated
including pension admimstration
costs and pension finance costs. EPS
reduction raflects lower adjusted
operating orofit :n the year.

CHANGE €

DEFINITION:

Total revenue divided by the average
number of employees. A simple

way to assess the efficiency of our
business procasses.

PERFORMANCE:

2016 "N\ 838
2017 T \.851
2018 N\ 9ay
2090 """\ 975
2020 GGG /5 7

COMMENTARY:

Productivity (measured simplistically
as saies per employee) continued to
improve :n the year

CHANGE @

DEFINITION:

Costs that are. in theory. fixed or
very inflexible. Driving these
down is one way to lower our
breakeven point and to enhance
our operational gearing.

PERFORMANCE:

2006 N 718
2017 N\ 752
2008 C————N\757
200 "N\ 755
2020 A 72 8

COMMENTARY:

Reductions, particularly to payroll
overneads reduced tne total
overhead cost for the year

CHANGE ©

CAPITALAND CASH MEASURES ©®

WHY IT'S IMPORTANT TO RENOLD

Capital and cash measures reflect how we are managing our cash and oalance sheet. A strong balance sheet is essential to remaining robust
through the economic cycle and creating the ability to defiver appropriate sharenoider returns.

COSHOESERVIGING AVERAGEAWORKING NET(DEBT,
TEGAGY,;PENSIONS/(Em) CAPITARATIO (%) RATIO (Em)
DEFINITION: DEFINITION: DEFINITION: DEFINITION:

Annual cash contributions to closed
legacy defined benefit pension
schemes, including associated
administrative costs. The goal s to
maintain stabitity and cartainty of
€ash costs.

PERFORMANCE:

2016 " N\53
207 L N\6.0
208 N\ ss
200 "N\ 55
2020 A s

COMMENTARY:

The cost of servicing iegacy pensons
reduced in the year due to 3 one off
benefit from an insurance ool'cy
crystaliising.

CHANGE @

Working capital as a ratio of rolling
12 month revenue Caiculated as a
simple averaga of the previous

12 months.

PERFORMANCE:

2016 N\ 19%
2017 N\ 22%
2018 L\ 22%
2019 N\ 23%
2020 NG 2:3%
COMMENTARY:

The dechne \n ravenue was not
matzned oy reductions .n working
€ap tat resulting in an increase in the
average work:ng cap:tat ratio.

CHANGE ©

Ratio of net debt to adjusted
EBITDA. ‘Banking’ leverage means
the figure raflecis our banking
agreements which differ from
IFRS {2.3. preferance shares are
debt in iFRS but ignored :n our
banking agreement)

PERFORMANCE:

2016 " N\11x
2017 N\ 0.8x
2018 L N1ax
2019 N\ 1.3x

2020 I 1 7x

COMMENTARY:

Net debt:ncreased see net debt
commentary) as EBiTDA reduced,
resulting 0 an inCrease nieverage
to 1.7x.

CHANGE €

Total dorrowtng fess cash baiances.

PERFORMANCE:

2016 L \235
2017 N\ 17.4

208 "N\ 243
2010 "N\ 303
2020 NN, :6 ¢

COMMENTARY:

Continued capital .avestmentin
addit:on to the parchase of the joint
veniire share 0 india ‘ncraased nat
debt n the year

CHANGE €3
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STRATEGIC REPORT

Our Performance

Chain

More challenging market conditions and the impact of Covid-19 related disruption resulted

in revenue 8.6% below the prior year, at constant exchange rates. Significant headcount
reductions as a result of the strategic change programmes and from volume related cost
reductions through the year helped to mitigate the impact on adjusted operating profit which
reduced to £14.0m (2019: £18.4m).

CHAIN PERFORMANCE REVIEW

2020 253

£m £

Revenue 151.4 1639
Foreign exchange - 18
Revenue at constant exchange rates 151.4 1657
Adjusted ooerating p-ofit 14.0 184
ro-eign exchange - 01
Adjusted ooerating profit at constant exchange rates 14.0 185
Statutory operating orofit 1.2 15.3

Tne Chain division experienced wea<ening
market conditions through the year with tne
most significantimoact in the ey European
and US markets. .n the final qua-ter of the
year, Covid-19 re:ated disruption, initially

in C1ina, out more widespread in Marcn,
further wea<ened ~evenue

Pacty as a resu t of mar<et conditions,

out a.so arising from the ongoing st-ategic
orogramme, productivity focused orojects
and genera! cost reduction activities resu-ted
i ~educed neadcount for the division wnic?
at 31 Marcn 2020 was 10 5% owe: than at

3>

31 March 2019 Revenue of £1514m for tne
year was £14 3m (8 6%) oelow the orio- year
at constant exchange rates

European constant excnange rate revenue
decined oy 52% in t1e first na f of tne year
witn the reduction accelerating to 77%in the
second haif of t1e yea~. most significant’y in
March as Covid 19 re'ated disruption affected
a numoe- of ma-kets across zu-ope

e Americas. the marxet decine in the
first 1a f of the year was more oronounced
witn fewe~ ia“ge 9-ojects "eswting in
revenue "educing 0y 76% at constant

excnange rates. Again, this reduction
acceie-ated in the second haif of the year
which was 16 3% iower at constant exchange
rates Tne comoined 12.0% reduction for

tne ful' year is not significantly affected

ay Covid-19 and represents a significant

s owdown across US markets, esoecia. y for
1arger, caoital-oroject cnains

n Australasia, a strong first haif
performance supoorted oy iarge arojects
was more tnan offset oy the c osure of
the Ma'aysia factory during Ma-cn under
Covid-19 restrictions and supoy c1ain
disruotion in Austraiia for Chinese sourced
materiais. resuiting in a constat exchange
rate ~evenue decline for the year of 6 4%

Domestic revenues in .1dia aiso suffered
in the year with constant exchange rate
reveque 12.2% .ower Growtn in domestic
Chinese revenues was from a suodued
base in the orior year as we ~e'ocated tne
factory and revenue, at constant exchange
rates, grew 0y 5 8%. a oeit from a iow
abso'ute dase

At constant exchange rates, order intaxe for
the Chain division of £148 3m was £19 0m
(11 4%) be'ow tae previous year and total
orders for the year finisned £3 0m (2 0%)
benind sales

Despite tne revenue reduction, contrioution
margin. tnat is the margin after al varian e
production costs as a percentage of
revenue, remained stab'e as variaole costs,
incuding direct 1aoour, were fiexed in line
with revenue

Tne comoined effect of these movements
was te delivery of an adjusted ooerating
profit margin of 9 2% (2019: 11 2%)
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Torgque Transmission

GOVERNANCE

FINANCIAL STATEMENTS

ADDITIONAL INFORMAT ON

Torque Transmission was not sheltered from the more challenging market conditions
experienced by the Chain division. However, growth in revenue from specific customer projects,
particularly in North America, combined with biennial revenue from a Couplings major project,
generating revenue growth from continuing operations of 5.0% at constant exchange rates.
Adjusted operating profit from continuing operations increased by 54.5% with increases in all of

the division’s business units.
TORQUE TRANSMISSION PERFORMANCE REVIEW

272G
2020 RN
£Em £
Revenue from continuing ooerations 38.0 357
roreign exchange - 05
Revenue from continuing operations at constant
exchange rates 38.0 352
Adjusted operating orofit 5.1 33
Foreign exchange - 01
Adjusted oge-ating profit from continuing
ooerations at constant exchange rates 5.1 34
Statutory ooerating orofit from continuing ooerations 4.7 33

' Res. 15 for the yaar endec 31 Marcn 2019 nave been re-oresantec for iSCONL:NLAC ACTvILIes ass0Ciaied will the
3.500sa of the Sout~ Africa business unit see Mote 28 to thef nanca siatements)

Revenue from continuing ooerations,

at constant exchange rates, of £38 0m
increased oy 5 0% from the £362m
deiivered in the orior year On a statutory
basis. revenue increased by 5 4%

The Torque Transmission division experienced
more chailenging marxet conditions as the
year progressed, following simi‘ar trends to the
Chain division ~owever (e revenue 5nasing
of the ta~ge muiti-year Couo:ings contract,
comoined with strong growth n ey customer
projects in ou” US ooerations. was sufficient o
mo-e tnan offset the mar<et decline

Tne Gears business unit made good
orogress folowing the cnatenges that were
encountered earlier in the year and whnich
were outlined in detar in the 31 March 2019
Revised Annua' Report and Accounts New
management for t1e ousiness unit, ai01g
with a re-energised team, nave celivered
margin improvements and cost reductions
waiie iImproving customer service

The South African business unit was ‘arge'y
a stand-aione poeration witin (e division
witn only smail levels of sourcing f-om otner
manufacturing units in tne division The
deteriorating marxet environment in Sout1
Af-ica, 3 01g with small ut consistent
operating :0sses resu'ted in a business unit
that was lixey to equire continued €asn
investment. but with imited future upside
This profile resu-ted in the business veing
conside~ed noa-core and 1t was s0id to its
management team in Seotenoer 2019 for
nominal consideration

After adjusting for tre discontinued South
African ooerations. the ~evenue growtn was
delivered witn .argety unchanged overheads
resuiting in a 54 5% 1ncrease in adjusted
ooerating orofit to £51m (2019 £3 3m) ttis
D'easing {0 note that a'l Dusiness units 1 tne
division increasad tneir adjusted ove-ating
orofitin the year Statutory operating orofit
from continuing 00eralions was £47m
(2019 £33m)

Order intae was £35 3m, walch 15 97% neiow
t1e prior year at constant excnange rates
Tota orders finished t1e year £2 7m (71%)
behind sa'es

23



STRATEGIC REPORT

Finance Director’s Review

More challenging market conditions and the
impacts of the Covid-19 pandemic affected
trading performance in the year. However,
the effect on adjusted operating margins
has been significantly mitigated as a result
of cost reduction actions and the benefits of
strategic projects.

RE-PRESENTATION OF
RESULTS FOR THE YEAR
ENDED 31 MARCH 2019 AND
IMPACT OF ADOPTION OF NEW
ACCOUNTING STANDARDS

Consistent with the treatment applied

in the interim results for the six months
to 30 September 2019, we have revised
the presentation of ‘adjusted’ resuits in
the income statement for the year ended
31 March 2020. In previous years. the

r o . pension administration costs and the IAS
. . s , 19R finance charges have been treated as
" /7 adjusting items as they relate to historical
M

=~ pension schemes which are not indicative
\\\\ \ \\ of the underlying performance of the
§“\\.‘ \ \ operating businesses. While this continues
YA 'ch : j \ to be the case, Renold's treatment of these
n“&itigﬁ%\vand items differs from other companies in the

\\\\5\\\\\\\\\~ A peer group and in order to assist users of
ghe;/‘m[ggcts\of\thg the financial statements, the legacy pension
.‘5\\/jd:‘]9‘\p\&‘n\demjc costs will no longer be treated as adjusting
: AN O

items. The results for the year ended

A SRR TN

31 March 2019 have been re-presented on
this basis.

As part of this re-presentation, and
following the disposal of the South African
Torque Transmission business unit in

the year, the results for the year ended

31 March 2019 have also been adjusted

to separately identify the results of this
business unit as discontinued. A full
reconciliation of this re-presentation is set
out in Note 28.

Renold has adopted IFRS 16 ‘Leases’ with
effect from 1 April 2019. Adoption of this
standard changes the presentation of the
statement of comprehensive income and
introduces right-of-use assets and lease
liabilities to the balance sheet. For the
year ended 31 March 2020, this has had
the effect of increasing operating profit
by £0.5m. which is offset in finance costs
with no net impact in profit before tax.
More details of the impact of adoption of
the accounting standard is set out in the
accounting policies note on pages 103 and
104. As the impact on operating profit

is considered small, particularly at the
business unit level, | have not attempted to
adjust for this change when outlining year
on year changes in this report, or in other
sections of the Strategic Report.

performancenthe ORDERS AND REVENUE
Y ea&ﬂgx‘t\/@\\(‘egq\?g\ 2020 2019 ( d)
P g : 9 {re-presente
erectonunderiung o 5 s
PRI AN rder perating rder perating
Qﬂ{{f\@\quﬁ@t\’{’g Reconciliation to intake Revenue profit intake  Revenue profit
marg/n5<f7\as'b§§n reported results £m £m £m £m £m £m
5/6}\‘7{1@71‘/&}\,7\,'\(@31«9(1 Continuing operations  183.6  189.4 101 2039 1996 154
sTa'resu/tfdﬁ'cos't\ Restr.ucturmg cost - - 2.4 - - 29
N AR SO AN Pension past service
reduction:actions:an credits - - - - - (4.4)
SO R RO AN AN :
he:benefits.of: ' Amortisation of
acquired intangible
assets - - 0.9 - - 0.9
Adjusted 183.6 189.4 13.4 2039 199.6 14.8
impact of foreign
exchange - - - 2.5 2.3 0.2
Adjusted revenue at
constant exchange
rates 183.6 189.4 13.4 206.4 201.9 15.0

financial statements)

! Resulis for the year ended 31 March 2019 have been re-presented for discontinued activities associated with the
disposal of the South Africa business umit and certain changes to the treatment of adjusting items (see Note 28 to the




OQVIRVIEW

Order intake for the Chairi division was
impacted by increasingly challenging market
conditions through the year with a reduction
of 6 0%. at constant exchange rates. in the
first nalf of the year (2019: growth of 5.5%),
accelerating to 17.5% in the second half
(2019: 4 0%) Together, this resulted in an
overall decline in constant exchange rate
order intake of 11 4% for the year. Order
intake in the Chain division fell slightiy
denind revenue with the ratio of orders to
revenue {pook-to-bitl) being 98 0% in the
year (2019: 101.0%)

Orders from continuing operations in the
Torque Transmission division were aiso
impacted by the deteriorating market
conditions, falling by 97% (2019: 4.2%
reduction), at constant exchange rates The
book-to-oill ratio for continuing operations
for the division was 92 8% (2019: 107.9%).

Group revenue from continuing operations
for the year reduced by £10.2m {5 1%) to
£189 4m Deteriorating market conditions
tarough the year comoined with Covid-19
-elated disruption in the finai months of
the year As a result, reductions in constant
exchange rate revenue from continuing
0derations of 2.6% in the first half of the
year accelerated to a 9 7% reduction far the
second half.

On a divisiona! basis. the Cnain division

saw constant exchange rate ~evenue from
continuing operations decrease by 8.6% whiie
Torque Transinission increased oy 5.0%

OPERATING PROFIT

The Group generated an adjusted operating
orofit from continuing operations for tne
year of £13.4m (2019: £14 8m) Reported
operating profit from continuing operations
after adjusting items was £10.1m

(2019: £15.4m).

Despite a 5.1% reduction in revenue from
continuing operations, adjusted operating
margins fell by only 0.3 percentage points
during the year to 7.1% (2019: 7.4%) The
operational leverage acting on reducing
revenue would normally result in a large drop
in adjusted operating margins However,

cost reductions in the face of increasingly
chalienging market conditions combined with
the benefits of a number of strategic projects
to mitigate a large orogortion of the negative
operational 'everage

GOVERNANCE FINANCIAL STATEMENTS ADDIT:ONALINFGRMATION

FOREIGN EXCHANGE RATES

Foreign exchange rates have remained volatile during the year, reflecting a depreciation of
sterling against a number of currencies through the year The rates of our major currencies,
USD and EUR. have not moved significantly between our half year at 30 September 2015

to our year end at 3t March 2020. However, this masks a period of significant volatility in

the second half of the year. Tne most significant movement for Renold has been the 5%
strengthening of the US Dollar against Sterling between March 2019 to March 2020. However,
due to the phasing of movements aver the current and prior years, the impact on the weighted
average exchange rate used to translate US Dotlar only reflects a 3% strengthening of the US
Doflar based on a weighted average rate of 1.27 for the year ended 31 March 2020 (2019: 1.31)

The Sterling to Euro rate has experienced similar volatiiity. although the euro ended the

yea+ 3% stronger at 31 March 2020 when compared to 31 March 2019 Again, phasing of
movements over the current and prior year mean the weighted average exchange rate used
to translate Euro trading results is 'ess volatile, strengthening by 1% based on a rate of 114 for
the year ended 31 March 2020 (2019: 113).

Masts o Ses'y o S20 'S Myt S Mat iy
= 373y 1% oF Grou0 sa 23) TXrat2 T ate Warh FXtate Vard
£GBP / Euro (27%) 116 113 (3%) 113 (3%)
£GB2 / USS (37%) 130 123 (5%) 124 (5%)
£GBP / CS (5%) 174 1.64 (6%) 1.77 2%
£GBP / AS (5%) 1.83 183 nil% 203 1%

if the year-end exchange rates nad applied througnout the year, there would be an estimated
increase of £0.9m to revenue and no change to overating profit.

ADJUSTING ITEMS

Restructuring costs of £1.5m, disciosed as a ioss from discontinued operations, relate to the
disposai of the South African Torque Transmission business unit and comprise asset write-
downs (£12m) and operating :0sses in the period (£0 3m).

Restructuring costs of £2.4m. snown as adjusting items in ca:curating adjusted ooerating
profit. arise principally from the costs associated with neadcount reductions, put also include
costs associated with the ndian joint venture puichase, the costs of investigating tae historical
overstatement of profit in the Gears business unit and closure costs associated with Australian
pranch restructuring

FINANCING COSTS

Tota! net interest costs in the year were £5 2m (2019: £5 Om)

Tota: loan financing costs include externat interest on bank joans and overdrafts of £2.1m
(2013: £1.9m), amortisation of arrangement fees and costs of refinancing, including tne
additional costs from the refinancing compieted in March 2019, of £0 2m (2019: £0 3m). and,
for the first time following adoption of !FRS 16, £0 5m of interest expense on lease labilities
In the prior year, the cost of writing off remaining bank facility arrangement fees from the oid
facility, arising as a result of amending and extending the facility. was £0.3m

The net iAS 19R finance charge (which is a non-cash item} reduced siigntly to £2.2m
(2019: £2 4m).

Financing costs also include £0 2m resulting from tne unwinding of discounts on the deferred
build costs of the Chinese factory. classified as non-current trade and other payables In the
orior year, the £0 1m on discount unwind on provision re'ated to the onerous ‘ease grovisions
established for the Bredbury factory site. Fallowing adootion of :FRS 16, a stand-alone
oprovision for the onerous lease is no longer required dut is included within lease liabilities

5
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Finance Director's Review

PROFIT BEFORE TAX

Profit before tax was £4 9m (2019: £10.4m)
Adjusted profit before tax. which excludes
restructuring costs and amortisation of
acquired intangible assets {pius in the prior
year amortisation of financing costs

and discounts on provisions), was £8 2m
(2019: £10 2m).

TAXATION

The current year tax charge of £1.5m (2019:
£3 5m) is made up of a current tax charge
of £0 6m (2019: E11m) and a deferred tax
charge of £E0.9m (2019: £2 4m) The tax
charge in the year to 31 March 2019 was
nigh as a result of the deferred tax cnarge
011 tne pension oast service credit arising in
the yea-.

The Group casn tax gaid was £15m
(2019: £18m)

GROUP RESULTS FOR THE
FINANCIAL PERIOD

A orofit after tax of £19m was achieved
for the financia! year ended 31 March 2020
(2019: £6.7m) Adjusted earnings per share
was 2.90 (2019: 310) Basic earnings oer
saare of 15p compares to 3 00 for the year
ended 31 March 2019

BALANCE SHEET

Net liabilities at 31 Marcn 2020 were £0 4m
(2019: net iabiiities £0 9m) A'tnough net
profit of £19m was delivered for the year.
inciuding the impact of other elfements.
inc'uding tne adootion of -FRS 16 and
acquisition of the indian joint venture share,
uitimately results in a small decrease in

net liabilities.

Net ‘iabilities continue to de impacted dy the
gension deficit which. on ar 'AS 19R basis,
decreased to £97 5m {2019: £1019m). Tne
net ‘iabiity fo~ pension oenefit ooligations
was £80.2m (2019: £85 3m) after aliowing
for a net deferred tax asset of £17.4m (2019:
£15 5m). Overseas schemes now account for
£29.6m (30 3%) of the net oension deficits
and £239m of tus is in respect of tne
German scheme which is unfunded

CASH FLOW AND BORROWINGS

Cash generated from operating activities
was £109m (2019. £8 3m) and ref-ects the
imoact of changes to :ease accounting unde-
=S 16 Gross capita: expenditure in the
year was £9.2m (2019: £10.8m)

248

Waorking capitai was £4.5m higne~ than in
the prior year, reflecting increased
inventory noidings in support of improving
customer service through the ‘Step 2
Service’ programme and a reduction in
outstanding oayabies from the high ‘evel at
31 March 2019.

Grouo net debt at 31 March 2020 of £36.6m
was £6.3m higher than the opening position
of £30 3m comprising cash and cash
equivaients of £15.6m (2019: £175m) and
borrowings of £52 2m (2019. £479m) The
increase in net debt ref'ects the investment
in the new Chinese factory, purchase of

the indian joint venture share pius capital
investment across tne Groud

DEBT FACILITY AND CAPITAL
STRUCTURE

In March 2019, the Grou9’s core danking
facilities were amended and extended to
March 2024. Foilowing the amendment. the
rouo’s committed mu'ti-currency revolving
credit facility (MRCF) tota: ed £615m, with
an additionai £20 5Sm accordion facility
oroviding a route to additiona’ funding
if required. a'taougn tais element is not
committed. As a ~esuit of the extension of
term, the facility matures in Marcn 2024

At 31 Marcn 2020, the Grouo had unused
credit facilities totalling £131m and cash
oa.ances of £15.6m. Total Group credit

faci ities amounted to £65 5m. a - of which
were committed

The Grouo's faci'ities contain ooth ‘everage
and interest cover covenants. tested semi-
annua.ly. The net deot/adjusted =BITDA
ratio as at 31 March 2020 was 1.7 times
(covenant requirement: up to 25 times;

2019: 13 times). calculated in accordance
with the banking agreement. The

adjusted =B!TDA/interest cover as at

31 March 2019 was 9.0 times {covenant
requirement: greater than 4 O times;
207510 O times), again in accordance with
the banking agreement

While .iquidity remains sufficient under the
bank facility, the unorecedented economic
uncertainty arising from the Covid-19
pandemic resuits in a degree of risk around
the Group's ability to remain within its
leverage covenant in the future Therefore,
the Group has agreed witn its oanking
partners to amend the covenant structure
over the next 16 monihs to September 2021
This revised structure repiaces the net deot
to 2BiTDA and E3ITDA to net financing
charge tests with minimum roding 12-mont
=8:TDA and minimum availadie ‘iquidity
tests at quarter'y test dates, creating
additional fexiahity in uncertain operating
conditions. We expect to remain within tne
revised covenani.eves, evenin a severe
but p-auside scenario which the Groug has
modeled, and whicn is described in the
Going Concern section oe-ow

GOING CONCERN

Tae financial statements have oeen
preoared on a going concern 0asis. N
determining the aoprooriate 0asis of
preparation of tne financia. statements, tne
Jirectors are required to consider whetner
the Grouo can continue in ogerationa:
existence for the foreseeable future

furtner information in ~elation to the
Grouo’'s business activities, together
with the factors lixery to affect its future

-
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deve opment, oe-formance and oosition
is set out in the Strategic Report on oages
10 to 47, incuding the Principa' Ris<s and
Unce-tainties section on oages 32 1o 356

Tre financiai position of the Group, its casn
fiows, iquidity positon and borrowing
faciities a~e descrioed in the Strategic
Report on oages 10 to 47 !n addition, Note
25 to tne financial statements inc-udes the
Grouo's oojectives, no icies and processes
for managing its capita’, its financia. -isx
maragement odjectives, detai s of its
financia! inst-uments and hedging activities
and its exoosure to foreign exchange, c-edit
and interest -ate ris< Further detai’s of

tne Grouo's casn nalances and Dorrowings
areincuded in Notes 13, 14 and 24 to the
financial statements

The faciiity nas historically been sudject to
twa covenants. whicn are tested semi-
annua y: net deot to Z3iTDA (everage)
and =B.TDA to net finance cnarges .a
~ecognition of the current macroeconomic
unce-tainty. tre Grouo's bans have
amended t1e covenant test structure,

rep acing tne existing tests with minimum
0:'ing 12-montn.y =3:1TDA and minimum
avai aole .iquidity tests, tested 0n a
qua“tey dasis fo~ t1e period to Maren 2021
After Mar¢a 2021, the facility reverts to the
origina netdedtto E3' TDAand 23/TDA O
net finance cnarge covenants, but with a
greatar eve of fexioiiity (ie 3.5 times net
deot to 23iT3A versus origina: 2.5 times)
unt Septemoer 2021 wnen tae origina
€ovenant tests resume

Tne Jiracto~s oevieve that the G-oup is weti
giaced [0 Manage :ts dusiness ris<s and,
after ma<ing enquiries inc uding a review
of forecasts and o-edictions. taxing account
of ~23s0129'y possio-e changes in trading
oe-formances and considering the existing

oanking faciiities, inc uding tne availan-e
iquidity and amended covenant structure.
nave a reasonan;e exoectation that (e
Groud nas adequate resources to continue
in ooerationa’ existence fo~ tne next 12
montas fo lowing the date of aoorova: of the
financia' statements

The uncertainty 3s to the future imoact on
the Group of the cur-ent Covid-19 pandemic
1as been considered as part of the Groua's
adoption of the going concer aasis Our
Cninese manufacturing faciity reooened in
Marc1 2020 and 3 otne- faci ities wnich
nad oeen closed due to nationa: restrictions
nave "ow regdened. a:tnougn some

witn reduced staffing ‘eve’s. Accoss the
Grouo, oubdlic neatn measuras advised oy
goverments are oeing fol-owed. ooe-ating
costs nave oee reduced incuding by
uti'ising government-oac<ed supoort
schemes to maintain emoioyment, and
caoita’ exoerditu-e and other cash demands
are being managed

As na-t of its assessment. the 3oa-d 1as
considered downside scenarios that refiect
the current unorecedented uicertainty in
tne gioba' economy and wnic we consider
10 e severe out oiausioie The resuts of
gnese scenarios snow that there is sufficient
iquidity i the ousiness fo~ a oe~iod of at
:east 12 montns f-om tie date of aop-ova:
of tnese financia statements However,

t1e mast severe downside case indicates
tne potentia: for a covenant 0-eacn during
tne test period, notwitastanding the recent
cnanges to tne covenants over tre oeriod

to 30 Seotemoe~ 202" wric Create graater
qeadroom. _enders -emain sunoo-tive

as evidenced 2y the "ecent covenart
amendments, and further fexioi ity may

oe avarao e ,n t1e future if requied Te
scenario considered assumed Grouo revenue
oeing more t2a1 20% de-ow ~avenues for

WNANCIALSTAT SMEN

ADDTONALUNFORMATIYN

the year ended 31 Ma-cn 2020, and more
than 25% be’ow revenues i1 the year ended
31 March 2019, being the 'ast period which
was not impacted by the Covid-19 pandemic
Set against this were mitigating actions
inc.uding discretionary cost eductions.
management of neadcount, utivisation

of government schemes to maintain
emp.oyment, pay reductions across a

broad range of globa’ employees. and cash
preservation actions including defer-al of
contributivris o Lhe UK pension scheme.,
deferral of rent and tax payments and
significant reductions to capita! exoenditure

The most severe out Diadusiole dowAside
scenario, arising due to ris< over .eve's

of future revenue, indicate a materia
uncertainty re'ated to events or conditions
which may cast significant doubt over tne
Company’s and Groud’s agi ity to continue as
a going concern in the event that, fo'owing
a covenant oreach, .enders efected to
trigger a “eoaynent of outstanding deot

7 sucn circumstances, and without furtner
mitigating actions, tne Company and
Group may oe unao:e to "ealise assets and
discnarge jiaoi ities in tne 107 Mai course

of ousiness. Tne Comoany and Groud
consoidated financia statements do not
inc ude the adjustments that wou:d "esu t
if the Company and Groud were unaoe o
continue 3s a going concern

<laving undertaxen this wo <, the Directors
are of the ooinion tnat the Comoany and e
Group have adequate resources to continue
in operational existence for the foreseeabe
future. According'y. they continue to adopt
the going concern 2asis in oreparing the
conso.idated financia statements

TREASURY AND FINANCIAL
INSTRUMENTS

The Groug's treasury p0.iICy, aparoved

by t1e Board. is to manage its funding
requirements and treasury -isks witiout
undertaking any specu'ative ris<s. Treasury
and financing matte-s are assessed furthe”
11 tne section 01 Principa Riss and
Uncertainties

To manage foreign currency exciange

ris 01 t1e transiation of net investments,
cetain US Jo ar denominated 00rrowings
taken out in the U< to finance US
acquisitions are designated as a ~edge of
the net investment in US sudsidiaries

At 31 Macn 2020 tnis hedge was fu'y
effective The carrying varue of tese
por-owings at 31 Marcn 2020 was £73m
(2019: £577)
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OVERVIEW STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS ADDITIONAL INFORMATION

DRIVERS OF PENSION DEFICIT MOVEMENT
The net pension deficit decreased by 4.2% in the year to £97.6m. UK - contributions f J

7

For the UK scheme. the most significant factor leading to the reduced

////////////
77z

The deficit remains highly sensitive to discount rates. and across all
schemes it s estimated that an increase in the discount rate.o_f 0.25% Deficitup Deficit down
(with all other factors being equat) would reduce the net deficit by .£7.5m.

£€m

\ deficit was a reduction in the inflation assumption from 2.4% to UK - asset return {(6.2)]
\ 2.0% contributing to £7.3m reduction due to changes in financial \
\ assumptions. The deficit reduced by a further £2.0m reflecting UK - experience gains Z.Ul \
\ experience gains in the period, 1.e. that mortality in the scheme is : \
\ greater than caiculated by applying the assumptions. UK - inflation rate _ B - | \\\
\ For the overseas schemes, the unfunded German scheme's liability T \
\ reduced by £1.72m. most significantly reflecting an increase in the discount UK - other (1.6, \
\ rate from 1.5% to 1.7% and a reduction in assumed inflation from 1.5% ; \
\ 10 1.25%. Offsetting this is an increase in the net hability of the US Overseas - contributions \
\ schemes which increased by £2.1m due to a reduction in discount rates \
\ from 3.6% to 2 9% and poor asset performance impacted by Covid-19 at Overseas - asset return (0.8) i \
\ 31 March 2020. { \
Overseas - fx (0.8) \§

=

1A A-IAEAAAAAEERE AR

)

/77777 /77

TRENDS IN UK SCHEME MEMBERSHIP 8000 Py —

The bar chart shows the evolution of the total membership of the UK 7000 B Deferied

scheme since 2005 and the numbers in each category. 6,000 | [] ... B Active \

Total membership has falien by 53% or 3.181 since 2010 or 65% 50004 * 1t H M l—. \

since 2005. : \

4.000 g 4 H | -

The step change in 2014 followed the merger of the three UK schemes 3000 i) 1 ] im} \

when 1,316 members had their benefits paid out in full as wind-up ' [_ ™ '— \
\ lump sums. 2000§ | ‘H, 1 L . 1 \
\ Of the remaining 1.075 deferred members. a number are expected to 1000 Tl F I I n ) \
\ have their benefits discharged as a lump sum on retirement. gm-%mﬁﬁmm A e bl bl A ‘018 L1 \

QARIIARRARITREAEIRTIRETAREEE R EIAERRTEIEEERRRERRRRTRRRIEIREETIRRRRNRRNN \‘k\\%
UK ASSETS % \
Given the relative maturity of the scheme. and following the medically
underwritten insured buy-ins. 47% of assets are invested in insurance Cash and other 3% \
i

policies. gilts, liability-driven investments and cash (protection assets).

They are held primarily to generate an income stream that supports

the ongoing annual pension payments (currently ¢.£9.9m including cash

lump sums on retirement). Insurance

Equit
\_{ 19%. auity

£128.9m '
Assets Hedge funds,

19%1 i
diversified funds

Growth assets (including equities. hedge funds, diversified growth policies
funds and high yield and private debt funds) represent 52% of UK
assets. The overall target for UK portfolio returns is 2.6% over gilts. The

/////////////////

77

%

actual UK return in the year was a loss of £2.9m following a period of and high yield
poor asset performance impacted by Covid-19 at 31 March 2020. % —_—
1479
[t should be noted that the diversified growth funds have Gilts and LD! e
characteristics of both protection assets (returns are lower and less Private \
volatile than equrities) and growth assets (return targets are higher than debt funds

“

simple gilts and bonds).

\\\\ A Y
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OVERVIEW

Dircctor, the Group AR Diiector. the Group
Head of Risk and Assurance and the Group
Generai Counsel and Company Secretary
also attend each meeting

A detailed risk management status reoort
is oresented at each ERMMC meeting.
This report provides an insignt on newly
identified risks and updates on progress
over delivery of mitigating actions. Other
topica! risk issues aiso feature on the
standing agenda. e g there is focus on the
Group's respoAse to, and management

of, important heaitn and safety-reiated
events The ERMMC is also provided witn
information in the form of reports on
heaith and safety, material litigation and
whistie-blowing.”

All ZRMMC minutes and the risk status
reports are reviewed and discussed by the
Audit Committee. The Audit Committee
reports on these discussions to the 3oard

HOW WE ASSESS RISK

Our aparoach combines sharing best
oractice across sites, guidance from the
Group Head of Risk and Assurance, and local
‘on the ground’ experience and know:edge of
specific risx factors

Risx worksihops invowving iocal and
functiona; staff are used to deveiop risk
orofiies and action pians. The Group Head of

RISK HEAT MAP AS AT 31 MARCH 2020

Impact

5 W =G RO

GOVERNANCE

Risk and Assurance facilitates the end-to-
end risk management process, ensuring
consistency of aporoach and compliance
with Group Policy

Risks are assessed against the framework
defined in the Group Risk Management

Policy. Our risk assessment model considers:

* The'ikelihood of a risk materiaiising.

* The potential impact if the risk
materialised - impact definitions cover
arange of criteria, including direct
financial impact, reputational impact,
people impact. e g in the eveat of an
accident, regulatory censure, adverse
aubiicity and fines.

These are scored and tnen placed on the
risk heat map beiow. which is a matrix

of liketihood and impact and.shows our
orincipai risks and uncertainties Our mode!
aiso considers eacn risk from two different
perspectives:

e The extent of inherent risk (i.e. before
any mitigating controls or actions)

s The extent of residua, risk (i e. after
mitigating controis and actions)

This aillows us to identify the impact of
controls on the under.ying inherent risk.

ll
-
9

L

B

medsure

Key: (1)-(9) Residual risk after mitgation

" Likelihood

FINANCIALSTATEMENTS ADDITIONAL INFORMATION

HOW WE MANAGE RISK

Having identified tne risks the ousiness faces
and having scored them against the risk
appetite set by the Board, our Grouo Policy .
then provides guidance on the expected
level of response to those risks, depending
on where they sit on the ris< heat map.

The ‘heat magp’ shows the four bandings
in the different shades of risks as set out
below as well as expected actions and
responses to risks in these areas:

»  Green: within aopetite. Ongoing
monitoring in place.

*  Amber: out of apoetite. Some actions
are required to treat the risk to bring
this within acceotable levels

e Red: significantly out of appetite High
combination of residual prooabiiity and
impact. Management actions required.
with some urgeacy, to treat the risk,
reducing this to acceptaole 'eveis

¢ Grey/black: risks that are deemed to
have such an impact that they cou'd
theoreticaly impact the aoility of the
business to continue in existence I
any, they wouid need consideration
in assessing the Directors' Viability
Statement.

KEY: RISK HEAT MAP

@ Macroeconomic and politicat volatiiity

@ Strategy execution

@ Corporate transactions/ousiness deve.ooment

@ Hearth and safety in the workp.ace’

@ Zffective depoyment and utitisation of iT systems
@ Protonged loss of a manufacturing site

@ People and change

-iquidity. foreign exchange and banking arrangements
@ Pensions deficit volatility

Regulatory and iegal comoliance

" I'ne r'sk 3ssoc.ated with nea'th and safety in the workp ace {4) is not represented
or rhe r.sk reat map The rsk heat map assesses @ firancia wnpact againsia
ke irood af an event accureng As nea.th and safety re ates to the we -beirg of
emo-oyees and athers, 1 's 70t fe't approoriate o 3ssess this aga.rst a fnancia
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STRATEGIC REPORT

Principal Risks and Uncertainties

The Group has deployed an online integrated risk management system (IRMS) across all
locations. This is used to capture risk profiles and action plans are maintained across the Group.
Risk reports for the various Executive committees derive data from the IRMS.

The Board continues to carry out a robust assessment of the These risks are continually monitored. The Board has criticaily
orincioal risks facing the business The Executive Risk Management reassessed the risks we face in light of the Group’s progress on its
and Monitoring Committee monitors the ongoing identification and Strategic Pian coupled with the volatility in our end markets.

assessment of risks, reviews all risks in the IRMS and reports material

. . : indi nether or bability or i
risks to the Audit Committee We indicate whether or not we conside~ the probability or impact of

the ris<s materia ising are increasing, decreasing or unchanged and

Set out on pages 32 to 36 are tne princioa: risks and uncertainties set out the corresponding mitigating actions that have been taken by
which couid have a material impact on the Group. The numbers the Group We a'so show which of our Sirategic Objectives cou:d be
correspond to tne risk identified on the heat map impacted by the ris<

@ MACROECONOMIC AND POLITICAL VOLATILITY

DETAILED RISK POTENTIALIMPACT

Materia: cnanges in prevailing macroeconomic or paiitical conditions  Potentiai touchpoints inc ude.

could nave a detrimentai impact on ousiness performance. We «  Commodity orices which have a negative impact on demand in
operate in 17 countries and seil to customers in over 100 and the who.e suoply chain

therefore we are necessarily exposed to economic and poiiticai ris<s

S o ¥ i ir i hich can distor r
in these territories. ¢ Changes to tariffs and imoort duties which can distort custome

buying decisions

LINKTO STRATEGIC OBJECTIVES 0@ e  Foreign exchange volatility can impact customer buying oatterns,
leading to ‘ower demand or the need to ravidly switch supoly
chains.

EXISTING MITIGATION CONTROLS

e Our diversified geographic footprint inherently exposes us to more countries where risks arise but conversely provides some degree of
resilience and flexibility.

* Actions to lower the Group's overall breakeven point also serve to reduce the impact of any global economic slowdown

s Afocus on ‘predict and respond’, e.g. sales forecasting and raw materia! price monitoring, leading to operational change such as sales price
increases or cost reductions.

e Strong core banking group with multi-currency debt facility Covenants amended for period to 30 September 2021.

FY20 risk trend impacted by continued political risk, restricting free movement of goods. combined with increase macroeconomic risk arising
from the after-effects of the Covid-19 pandemic. Significant management actions have been implemented in mitigation.

(€ STRATEGY EXECUTION

DETAILED RISK : POTENTIAL IMPACT

The Grouo's strategy ~equires the co-ordinated delivery of a number ~ Whiie these orojects are designed to deiiver targeted benefits, they
of camolex orojects, e g. during tne year we nave been imoroving have the potentia. to negative.y impact the Group's operations if not
tnhe performance of the -ecently relocated Chinese factory. appropriatety managed.

LINKTO STRATEGIC OBJECTIVES G@QGG@

EXISTING MITIGATION CONTROLS

e The Strategic Plan has been developed to deliver a turnaround in performance and to make that performance more stabie and less
exposed to revenue volatility

« The Board reviews progress against the different strategic projects in each of its meetings. This is based on a regularly updated report
from the CEQ which groups the individua! projects into themes linked directly to our Strategic Objectives

* Major projects are a | managed in accordance with best practice project management techniques with at least one member of the
Executive team on the relevant Steering Committees.

FY20 risk trend decreasing as major infrastructure changes {such as the China factory relocation) are largely completed.
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QVERVIEW SIRAT 0220 GOVERNANCE FINAMCIAL STATEMENTS ADDITIONAL INFORMATION

STRATEGIC OBJECTIVES

o Significantly improving our health G Enhancing customer service G Developing our people

and safety performance I~ .
o ye @ Optimising business processes (@) Strengthening and de-risking our

Generating margin enhancing growth . . balance sheet
from our superior product capability G Lowering our breakeven point

Read more about our ( ’
strategy on pages 16t0 19\

@)CORPORATE TRANSACTIONS/BUSINESS DEVELOPMENT

DETAILED RISK POTENTIAL IMPACT

Part of the Grouo's strategy is to grow througn selective acquisitions. * Any corporate transaction invoives risxs at various stages of the
Performance of acquired businesses may not reach expectations. project .ife cycie.

impacting Group profitability and cash Flows. Similarty. poorly » During the acquisitions phase, value can oe iost through over-
managed asset sales may resu't in under-achievement of value paying, missing key issues in due diligence or potential vaiue

leakage througn poor contract negotiation Vaiue can also be iost
through a poorly pianned or executed integration pnase. Finally,
failure to deriver anticipated benefits during the ‘business as
usua+’ pnase can also read to a loss of value

LINK TO STRATEGIC OBJECTIVES Qe@ * Apoorly managed asset saie or coroorate disposal may realise a
lower value.
EXISTING MITIGATION CONTROLS
= Monitoring of specific acquisition targets: Business acquisition process incorporating concept evaluation, business case, indicative offer/
heads of terms. due diligence (covering a range of criteria), integration planning and execution and post integration appraisa! which in turn
feeds back to the business acquisition process.

» Use of third party specialists to address risks specific to each corporate transaction.

* Formation of top-down cross-functional project teams and plans. These specifically address any issues or risks identified during the
planning and due diligence processes.

* Deployment of detailed benefits realisation plans.
FY20 risk trend unchanged

@HEALTH AND SAFETY IN THE WORKPLACE

DETAILED RISK POTENTIAL IMPACT
The -isk of death or serious injury to emp oyees or third parties Accidents caused by a 'ack of rooust safety orocedures couid result
associated with Renoid's wor.dwide operations. in iife-changing impacts for emp.oyees, visitors or contractors This
We are proud of the progress we nave made in recent years, but V\.I“-i afways oe upalcseptable fq addition. accidejts cc‘)u‘d resutin
recogniée that we have ﬁore 0 d'o ' ’ ' civi. o criminai liability for both the Group and the Dlregtors §nd

i ’ ' ' officers of the Group and Group companies, ieading to financial loss
LINK TO STRATEGIC OBJECTIVES Q @ @O or reputational damage

EXISTING MITIGATION CONTROLS

* Group policies and a Group-wide management system known as the Framework, to set control expectations, with a support training
programme for all managers.

* The Group operates a rolling programme of health and safety audits to assess compliance against the Framewaork.

* Continual hazard assessments to ensure awarenass of risks.

* Live tracking of accident rates and root cause analysis via the IRMS plus monthly Board reparting focused on a range of KPIs.

* Soecific initiatives include the BAT (Be safe; Act safe; Think safe) safety logo and the Annual Health and Safety Awards Scheme to
recognise success.

FY20 risk trend unchanged No matter what mitigating actions are undertaken, there remains a risk of death or serious injury. We therefore
continue to assess the risk as the highest gossible impact. but through the mitigation actions seek ta reduce the likeiihood. Significantly
improving our health and safety performance continues to be our number one strategic abjective.

SEVERITY TREND DIRECTION

o < : .
- High RSB Vicdium - Low Z> increasing ((/ unchanged \> decreasing
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STRATEGIC REPORT

Principal Risks and Uncertainties

@ EEFECTIVE{DEPLOYMENTIAND, UTIVISATION ORINEORMATION);TECHNOLOGY;SYSTEMS! ) . :@

DETAILED RISK POTENTIAL IMPACT

We seek to leverage the use of IT to achieve competitive advantage. ¢  Interrugtion or failure of IT systems (inciuding the impact of a
The Group continues to implement a global ERP system to replace cyber-attack) would negatively impact or prevent some business
numerous legacy systems which innerently drings with it the risks activities from occurring. .f the interruption was long {asting,
associated with a iarge-scale change programme significant damage couid be done to the business

* {tis essential that we are able to rely 0n the data derived from
our business system to feed routine but fundamental business
performance monitoring

*  Anunsuccessfu! implementation of the gioba! ERP system has
the gotential to materiaily impact that site's, and aossib'y the
LINK TO STRATEGIC OBJECTIVES @ @ @ Grouos. performance

EXISTING MITIGATION CONTROLS

* Short-term stabilisation of existing hardware and legacy software platforms.

* Governance and control arrangement operating over the Group's ERP implementation programme.
* New ERP systems are successfully implemented at four iocations.

* Use of specialist external consultants and recruitment of experienced personnel.

¢ Phased implementation rather than "big bang. along with project assurance and ‘lessons iearned’ reviews to continuously improve the
quality of successive roll-outs.

* Steering Committee in operation with cascading project management disciplines

¢ Arange of preventative and detective controls to manage the risk of a cyber-attack, including technical solutions in addition to employee
training programmes

* Regular system maintenance and upgrades, including patching. to ensure known vulnerabilities are protected.

The overali risk for FY20 is unchanged, as the decreasing risk of system reliance as we roll out new systems is offset by the increased cyber-
crime and cyber-fraud environment.

@ PROLNGED LOSS OFA MANFACTURING SITE! ) - Frzo @

- -

\8 , : Fy19 @
DETAILED RISK POTENTIAL IMPACT

A catastrophic loss of the use of a'f or a significa-t portion of a e inthe snort oriong term, a reiated risk event couid adversely
strategic oroduction facitity This couid resuit from an accident, a affect the Group's aoility to meet tne demands of its customers.
strike by employees, a significant disease outbreak, major disruption o gpecifically. tnis could entaii significant repair costs or costs of
to supply chains, fire. severe weather or other cause outside of aiternate supoly. A significant oroportion of the Group's revenue
management control. is on re:atively short lead times and a break in our suopiy chain
’ coutd resuit in 10ss of revenue. All of this trans.ates into lower
LINK TO STRATEGIC OBJECTIVES @ @ @ sales and profits and reduced cash flow

EXISTING MITIGATION CONTROLS

* Preventative maintenance programmes and new investments to reduce risk of interruption of manufacturing.

* AGroup Fire Safety Policy mandating preventative, detective and containment controls.

« Alternate manufacturing capacity exists for a growing portion of the Group's product range, with this manufacturing capability spread
across geographic territories.

* Inventory maintained to absorb and ftatten out shorter-term raw material supply and production volatility risks.

« The Group has comprehensive insurance palicies to mitigate the impact of a number of these risks. albeit subject to carve out of cover for
specific risks (e.g. SARS and rejated disease outbreak) and ciaim limits.

¢ Amendments to operationa! processes to permit social distancing along with other Covid-19-related disease transmission procedures
imolemented at all operational sites.

The risk trend for FY20 is categorised as unchanged. ‘argely as a resuit of already being classified at maximum risk levels. The Covid-19

pandemic has crystatlised this risk at certain locations. but changes to operating procedures and other health and safety actions have been

implemented in mitigation
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@PEOPLE AND CHANGE

s

DETAILED RISK POTENTIAL IMPACT

The Group's operations are dependent upon tne avility to attract Failure to retain, attract or motivate the required calibre of

and retain the right people with an approoriate range of skills employees wili negatively imoact business performance. The delivery
and experience. of the Strategic Plan and our strategic goals may aiso be delayed

Succession planning and the ability to swiftly replace staff retiring or
leaving is also critical.

LINK TO STRATEGIC OBJECTIVES @ @

EXISTING MITIGATION CONTROLS

» (Competitive reward programmes, focused training and development, and a talent retention programme

»  Ongoing reviews of succession plans based on business needs.

* Performance management and personal development programmes introduced alangside training initiatives.

e Management team strengthened with new capabiiity from external hires and internal promotions.

« The Renoid Values, launched in 2015, continue to be embedded and are linked to recruitment processes for new employees
FY?20 risk trend increasing as higher levels of employment are increasing the chal’enge of attracting high quality individuals.

' o:zLIQU|DIT‘Y, FOREIGN EXCHANGE AND BANKING ARRANGEMENTS

DETAILED RISK POTENTIAL IMPACT

Aack of sufficient liquidity and flexioiiity in banking arrangements » Potentiaily cause under-investment and sub-optimai snort-term
could innibit the Groug's aoility to invest for the future or, in decision making.

extremes, restrict day-to-day operations. +  _imiting investment couid prevent efficiency savings and reduce

i the past, banxing mariets and Renoid's own performance nave comoetitiveness
made access to deot faci'ites difficuit e 1 anexireme situation, the Group’s ability to ooerate as a going

LINK TO STRATEGIC OBJECTIVES QG@ concern couid aiso de jeopardised

EXISTING MITIGATION CONTROLS

» The Groug's primary banking facility expires in March 2024 and is fully available given current levels of profitability

« The facility includes additional drawdown capability, accessible as long as financial covenants are complied with.

« Covenants amended through to 30 September 2021 in response to uncertainty arising from the Covid-19 pandemic and its global
macroeconomic impact.

* Rolling foreign exchange forward contracts cavering expected future cash flows.

FY20 risk trend increased. Facilities continue through to March 2024, but uncertainty arising due to Covid-19 pandemic reduces visibility of
future performance and increases the risk of a future covenant breach.

SEVERITY TREND DIRECTION
- igh Medium 1 Low <> increasing t> unchanged S‘f) decreasing




STRATEGICREPORT

Principal Risks and Uncertainties

: PENSIONS- DEFICIT VOLATILITY

DETAILED RISK POTENTIAL IMPACT

‘The principal pensions risk is that short-term cash funding * Given the Group's cash needs to invest in the business, the pace
requirements of legacy pension schemes diverts much needed of performance improvement could be slowed if cash has to be
investment away from the Group’s operations. . diverted to the pension schemes.

Secondly, the size of the reported balance sheet deficit can operate The balance sheet pension deficit and its volatility could act as a

as a disincentive to potential investors or other stakeholders limiting disincentive to potential investors and could reduce the Group's

the Group’s ability to raise financing on capital markets ability to raise new equity or debt financing, limiting the strategic
options open to the Group.

Thirdly, baiance sheet deficits can fluctuate based on market

conditions outside the control of management.

LINK TO STRATEGIC OBJECTIVES @

EXISTING MITIGATION CONTROLS

e The UK triennial funding review has been updated to March 2022.

¢ The major UK pension cash flows (over 50% of all defined benefit pension cash costs) are stable under the 25-year asset-backed funding
scheme put in place during 2013. A further 25% of the annual cash flows are pensions in payment in Germany in @3 mature scheme that
has passed its peak funding requirement.

FY20 risk trend is unchanged as underlying factors have not significantly changed from the prior year.

g @ REGULATORY AND LEGAL COMPLIANCE

DETAILED RISK POTENTIALIMPACT

The risk of censure, fine or business prohibition as a result of Failure by the Groug or its representatives to abide by applicable
any part of the Group failing to comply with regulatory or laws and regulations could resuit in:

legal obligations. »  Administrative. civil or criminal liability.

Risks related to reguiatory and legisiative changes include * Significant fines and penaities.

the inability of the Group to comply with current, changing or *  Suspension of the Group from trading.

new requirements. .
a ¢ Reputational damage

Many of the Group’s business activities are subject to increasing
regulation and enforcement by relevant authorities.

LINK TO STRATEGIC OBJECTIVES @

EXISTING MITIGATION CONTROLS

e Communication of a clear compliance culture.

s Risk assessments and ongoing compliance reviews at least annually at all major locations.

* Published up-to-date policies and procedures with clear guidance and training issued to all employees.
*  Monitoring of compliance with nominated accountable managers in each business unit.

FY20 risk trend unchanged.

SEVERITY TREND DIRECTION

e -
- High 4 Medium - Lows /CD increasing ft{l, unchanged /9 decreasing

e ~.
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STRATEGICREPORT

Sustainability

Introduction

We remain committed to ensuring that our business activities are conducted in a responsible
manner for the benefit of all of our stakeholders, including our people, our customers, our
partners, our investors, and our local communities. The Board has certain duties in this regard,
governed by section 172 of the Companies Act. The table opposite outlines how the Board
performs its duties in order to satisfy these requirements, but more importantly, to promote

the success of the Group.

OUR COMMITMENTS
@ Provide a rewarding and safe
working environment
@ Work in accordance with
Qaa?/ OUr v3lues

R\ Act in an ethical manner in all
@/ our business relationships

Work with the communities
in which we operate

=\ Minimise the environmental
\ impact of our products and

processes

Our focus on imoroving our health and
safety performance has remained a <ey
priority. Our aoproach to corporate socia!
responsioility nas tnree key elements:
our peoole, our community and our
environment.

The Board has overall responsibility for
coroorate social responsibility, with the
Chief Executive taking direct ieadership
resgonsibility supoorted by the regional and
ousiness unit Executive teams. Aligned to
this is our continuous commitment to uphold
good corporate governance principles, in
respect of which further details are set out
in our Coroorate Governance Report on
nages 52 to 59.

MORE INFORMATION CAN BE FOUND ON THE FOLLOWING PAGES:

HEALTH & SAFETY

OUR PEOPLE

Page 44

OUR COMMUNITY

LINKING TO THE UNITED
NATIONS SUSTAINABILITY
GOALS

The United Nations Sustainad-e
Development Goais (S0Gs) are a universat
cal. to action to end goverty. protect the
planet and ensure that a'l peoole enjoy
peace and prosperity This is part of the
2030 Agenda for Sustainaole Develooment
which was adopted oy ali United Nations
Member States in 2015 The 17 Sustainable
Deveiopment Goa:s (SDGs) define g oal
sustainable development oriorities and
aspirations for 2030 and seex to moaiiise
globai efforts around a common set of goa's
and targets. Tne 17 goais cover numerous
areas, ranging from climate change to
sustainable consumption and economic
inequatity. Renoid has magpped its activities
and objectives against the SDGs whica

are highlighted through the Sustainability
section of the Strategic Report using the
SDG ogos

OUR ENVIRONMENT
Pages 45t0 47

Pages 40 and 41

Pages 42 and 43.

Significantly improving

our health and safety
oerformance remains a ey
Strategic Objective for al!
Renoid's locations across the
world

Governance structures are
clear'y defined througn the
Group Health and Safety
Pa'icy and the Health

and Safety Framework.
Management across al'
locations are required to
adhere {0 tne Frameworx.

The Group requires
motivated, talented
empioyees, with a clear
understanding of their role

within the business to deliver

our Strategic Objectives

How we acquire talent,
retain it within the Group
and optimise how we put
this talent to work across the
Group is a critical success
factor

We aim to be a part of the
communities in which we
work and seek to assist loca
arojects with support where
oossiole. Aithough the Group
is limited in our ability to
orovide extensive financial
supoort to projects, we do
seex [0 orovide supoort
where we can in a number
of ways

The environmental impact of
our activities is at the forefront
of our strategy. Across all

our operations, we meet

all legislative requirements
concerning environmental
issues, including those relating
to energy usage. As a part of
the Group’s commitment to
minimising the impacts of its
business operations on the
environment, we co-operate
with regulators, suppliers,
neighbours and customers to
develop and achieve improved
standards of environmenta!
orotection.
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STAKEHOLDER ENGAGEMENT
DIRECTORS' DUTIES

GOVERNANCE

FINANCIAL STATEMENTS ADDIT'ONAL INFORMATION

The Board is mindful of Renold’s key stakeholders. Due consideration is given to the impact of the Board's decisions and the Group’s activities
on these stakeholders in accordance with the duties required by section 172 of the Companies Act. The table below outlines Renoid's key
stakeholders and details of how we engage at different levels through the organisation

Our Peaple

STAKEHOLDERS' KEY INTERESTS

Opportunities for deveiopment
and orogresston,

WHY IT1S {MPORTANT TO ENGAGE

The calibre and capabulity of our peopie .
are ¢ritical to Renold's success. We want

our people to be oroud of working for °
Renold and we want to be in a position

to attract and retain the bast taient.

Fair reward and recognition of
performance.

* Annclusive environment.

WAYS WE ENGAGE

“Vaiue our people” is recognised as a core Value at Renold Employees are
encouraged to ask questions and raise issues at alf levels of management
This continues through to Board site visits, where the Board make
themselves availadle to answer questions directly with a broad base

of employees.

. Our Customers

WHY TS IMPORTANT TO ENGAGE STAKEHOLDERS' KEY INTERESTS

Our customers are ulumately the key *  High quality products, engineerad
users of our praducts, and without thair to specific raquirements.
cont:nuad supoort, we would not have A problem solvng capability that

the potential to grow and develop. can resolve ssues and imorove

performance.

°  Aservice ievel that can be relted
upon to dehver.

Our Partners

WAYS WE ENGAGE

We regularly engage with our diverse customer nase at various levels of
the organisat an, often directly througn our sa‘es teams, our technical
engineering teams and our operational management teams.

At 3oard level, the broad-based. geographically spread customer base
does not support significant direct customer interaction. Through reports
rom iocal management teams. monitoring of castomer service ievels and
explicit reports of product issues, the Board ensures customers continue
to recave the high quality products and .evals of service that the Renold
brand stands for.

STAKEHOLDERS' KEY INTERESTS

Ciear communication of
requirements

WHY IT IS iMPORTANT TO ENGAGE

e Group 's dependent on high quaiity .
goods and servicas provided by our

supphers and as a result. iong-term .
partaershios are sought for the benefit

of all parues.

Fair payment.

A partnership aporoach that seeks
to provide iong-term benefits to
all parvies

Our Investors.

WAYS WE ENGAGE

Due to scale and geographic diversity, the Grouo generally operates
localisad supply chains in the terntories 1n which it operates. This allows
direct nteract;on detween our supply chain teams, our dusiness unit
management and local suppliers, ensuring short hnes of communications
and tne abulity to react quickiy.

STAKEHOLDERS' KEY INTERESTS

A successful, Ciearly
communtcated strategy that's
delivering rasuits.

WHY (T IS IMPORTANT TO ENGAGE

Our nvestors are the owners of our °
business and are <rtical to supporting

future strategic development of the

Group. *  Delivery of sustainable
improvement for the long term.

Our Local Communities

WAYS WE ENGAGE

The Board 1s avaitable to all shareholders. paruicularly retail nvastors
at the Annual General Meeung, and respands to all letters and emails
throughout the year,

The Exacutive Diractors regularly meet with nstitutional 1nvestors,
oart:cularly after full-year and interim resuits announcements, and where
available, feedback recewed following those meetings is considered oy
the Board

Detaiis of changes to the investor base are reviewed at every
Board meeting, supplementad by advice from the Group’s brokers
wnere required.

WHY TS IMPORTANT TO ENGAGE STAXEHOLDERS' KEY INTZRESTS

We recognise our responsibility to the .
communites in which we operate and

our broader resoonsibiities to reduce

the tmpact of oJr actvities on our °
gnvironment.

a positve coniribution t9 the iocai
areas within whicn we operata

To orovide sustaiadie solut.ons
both to our customers and n how
we operate

To interact in a manner that makes

WAYS WE ENGAGE

The Group's fargest interaction is with peopie in the communities in which
we operate, sua00rting education and development. This encompasses

a range of activittes from the graduate and aporant,cesnip schemes we
operate, through to susporting infrastructure projects at schoois i '1da
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Sustainability
Health and Safety

SOG FOCUS:

Our focus on improving our health and safety performance has remained a key priority.

PLAN

Determine the scope of the
management system

Set objectives and timescales

Develop KPIs based upon desired

outcomes

LEARN

» Periodically assess the

management system's design
effectiveness

Identify and respond to areas of
improvement

Adapt to changes in legislative
requirements

KEY STRATEGIC OBJECTIVE

Significanty improving our heaith and
safety pe-formance remains a ey Strategic
Oojective and ail Renoid’s ‘ocations ac oss
the wor d operate against a Group Healtn
and Safety Management “ramewor«

{the “ramework)

HEALTH AND SAFETY
GOVERNANCE

Governance structures are c.early defined
and incude a Groud Hea.th and Safety
Paiicy which is reviewed antually Cascading
from this is the =ramewor%, wnicn defines
tne 3oard’s exoectations regarding 1eaitn
and safety cont-o' and performance

a0

Hazard
Assessment

Training and
Behaviours

i

Operations and Information and
Maintenance Documentation

Management across alt locations are
required to adhere to the Framework.

This “ramework contains princioies and
exoectations describing a set of outcomes
and provides a structure to manage neaitn
and safety The Framework is consistent
with recognised standards, inc.uding tne
international.y adooted mode! of 2lan-
Do-Measure-Act and OHSAS 18001, with
accredited certification heid oy al: of our
major oroduction faciities. Going forward,
a'l sites nave the objective to migrate from
OHSAS 18001 to iSO 45001 ay 2021

Create 3@ management

structure with clearly assigned
accountabilities

Create and implement processes
and procedures including controls
and training

Set standards for record keeping

MEASURE

« Conduct timely monitoring
and measurement confirming the
status of compliance

Develop and implement
corrective/preventative actions

The Framework consists of seven core
components, which inciude setting a
supoortive leadership tone, with sub-
processes covering nazard assessment,
incident management and the management
of third parties

We use a weDb-dased ‘ntegrated s
Management System (IRMS). which
orovides a igned orocesses and data mining
functiona:ity This allows sites to manage
accident ~eoorting, opoortunities for
imorovement, nazard assessment and to
trac< ai improvement actions. Performance
data to inform montniy 3oard reporting and
site reviews are extracted from the system.



QVERVIEW

An indcpendent progrannie of audlts 15 In
place, which requires all material sites to be
audited within a 12-month period. This
assesses compliance and performance
against the Framewaork. Each audit typically
takes a week to perform, to support a
robust assessment of compliance against
the Framework. The assurance results, along
with other KPIs, are reported each month to
the Board. There is particular focus on any
serious accidents or near misses. including
mitigating root cause and ensuring updated
consistent practices are rolled out across

all sites.

ACTIVITY TO ENSURE SAFE
WORKING PRACTICES AND
ENVIRONMENT DURING THE
COVID-19 PANDEMIC

Over the last few months, through the
oeriod of tne Covid-19 pandemic. the
safety and welfare of employees has been
the overriding objective. Following the
estapiishment of Covid-19 operationa!
olanning teams at each location. we have
imolemented site specific protection
measures to ensure that our facilities can
continue to operate where appropriate {0
do so. The following measures are common
across our locations:

¢ Acomplete cessation of all internationa
travel.

* Restructuring of shift patterns to reduce
the number of employees on-site at any
gointin time

» Implementation of specific health
protection protocols to ensure social
distancing, including in communal areas
such as canteens. Physical segregation
such as piexiglass has been installed
where social distancing cannot be
satisfactorily imoplemented

» Hand wasning and sanitisation
mandated with appropriate
infrastructure oeing grovided.

» Temperature checks for emoloyees as
they arrive on-site

» Additional cleaning and disinfection in
high risk locations.

* Provision of additional PPE where
required and appropriate to do 5o

e Where possible to do 50. suoport
staff are working from home utilising
technology solutions to access systems
and for communication.

* Etmployee well-heing communications
issued

STRAIEGIC REPORT

GOVERNANCE

IMPROVEMENT INITIATIVES

The following examples of health and safety
initiatives and specific site improvements
are indicative of the broad range of positive
changes which continue to be made:

*  Focus on benchmarking and best
oractice sharing throughout the
business with monthly reviews including
all site safety professionals.

* Material handling risks reviewed and
capex allocated to safe storage and
nandling of parts and raw materials.

e Improving safety culture through
employee engagement activities.

* Aprogramme of machinery safety risk
assessments completed on all of our
machines throughout the business to
identify and mitigate risks to employees.

°  Review of PPE at all sites to ensure
adequate protection of hands and
fingers via cut resistant gloves.

We continue to recognise improvements
being made across the Group by delivering
our annual Healtnh and Safety Awards. The
aim of the awards scheme is to encourage
continuous improvement aligned to the
Framework. Ten awards were made in 2019
including four ‘Excellence’ awards, the highest
tevel of award currently available. The awards
for 2020 are due for allocation in July 2020
after extending the submission deadline to
account for the Covid-19 disruotion.

GROUP-WIDE PERFORMANCE

The Group uses a number of KPls to monitor

performance. £ach Board meeting considers

a comprehensive report from the Group Risk

and Assurance function, which includes a

rolting analysis of a range of KPis along with

other relevant criteria. Examples are provided
on this page showing performance for the
five years to 31 March 2020. Performance

in the year ended 31 March 2020 shows a

steady decrease in accidents throughout the

year with a total of 155 accidents recorded.

This is a significant improvement against the

number of accidents reported in the orevious

reporting period. The positive trend is aiso
reflected in the following;

*  Reduction in the total number of lost
time accidents with lost time accidents
accounting for 29% of the total accidents.

» Significant reduction in the numoer
of iost time days indicating a reduced
severity of the injuries reported.

¢ Only 11 accidents resulted in >7 days
aosence from work.

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

LOST TIME ACCIDENT FREQUENCY
RATES'

2016 HREER 7.0
2017 RSB 71
2018 IR 58

2019
2020 I 5 4

TREND OF REPORTABLE INCIDENTS?

2016 SR 887

2017 KR 777

2018 B 455

2010 I8 PP 1,909

2020 I 1,014

LOST TIME DAYS?

2016 E®A 308

2017 A\ 190

2018 EN\ 248

201 EFSEEESTN 1126
2020 I 340

i Lost time accident frequency rate = (no of ‘ost ime

accidents in the 12-month period/tota: hours worked
in the 12-month pertod) x 1,000,000

N Trend of reportat e rjury rates = {ro of st days

from accidents greater than three ost days divided oy
average number of emp oyees in the 12-month period)
x 100,000 Nate that whi.e acadents greater than
seven days are reporzab e events in the UK, Reno.d
monitors both three and seven

a1
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Sustainability

Corporate Social Responsibility

OUR PEOPLE

SDG FOCUS:

The Group requires motivated, talented employees, with a clear understanding of their role
within the business to deliver our Strategic Objectives. Consequently, Renold remains focused
on the delivery of actions in the areas set out below.

CURVALIES \

@ Operate with integrity
@ Value our people

Work together to achieve
excellence

@ Accept accountability
@ Be open-minded

TALENT ACQUISITION
AND OPTIMISATION OF
ORGANISATION STRUCTURES

As i1 previous years, t1e Groug 1as
continued to eview and strengtien tne
management team and organisation
st-uctures The business 1as increasingly
peen able to focus on c'arifying. developing
and strengthening tne canaoi ity of
management and staff at deepe- ‘evels in
t1e organisation

During tne year, we have o1unued to
evolve our recruitment 0rocesses to enagle
tne sourcing and assessment of high-
calibre peoaie at the rigit time into weil-
defined rores with clear deliverab.es and
accountaoilities. We nave extended tne use
of our eadersnip competency frameworx to
enabie us to focus on t1e comoetencies and
behaviours that a~e criticai to a jod roe and
seex to oojectively and accurately assess
ootentiai candidates against these factors
We continue to aod'y @ more rigorous use
of core aoi ity assessments in areas sucn

as qumerica and verba reasoning, and the
insistence 01 standa-ds of nigh performance
i7 these areas is oeginning to oear fruit

12

Reno.d continues to invest in our “uture
Leaders G-aduate Prog-amme Each of
these graduate Future Leaders has had a
real job in tne organisation f-om their first
day of emoloyment and are particioants

in a structured programme of training and
deveiopment with 12 t-aining modu'es
peing deiivered dy externai experts over

a two-yea~ oeriod These modutes aim to
arovide oarticipants with a broad range of
sxills and <now'edge to act as a 0ase uoon
wnic1 tney can furtner develop as their
careers orog-ess Additiona ly, they nave
the ooportunity to be involved in critica:
ousiness orojects and have regular exoosure
to the senior ‘eadership team Once again,
we were abe to incude a Future reader
from outside tne UX oeing oased in the
United States Thisis a trend we 0.an {0
continue The Future Leaders orogramme is
oeginning to oear fruit as we nave six of our
Darticipants on overseas assignments and
otners have ta<en up IMoortant roles witnin
t1e Group

We expect this orogramme to be one of the
ey processes througn which the ousiness
contiues 1o ensure tnat we internally
devetop our .eaders of tne future

VALUES, BEHAVIOUR AND
ENGAGEMENT

Tne Reno:d Vaiues and Benaviours continue
o act as an imoortant standard to wich
we 7o'd both ourselves and our emoioyees
Since tne launch of the Renold Vaues we
have continued the worx of emoedding
these in the dusiness

The Vaiues and Benaviours are c'eariy
communicated ac-0ss the Group and are
increasing'y oecoming integrated into the
way 11 which we do things 'n oarticu a-,

we nave focused on ensuring tnat our
recruitment metnodology incorporates

our Va:ues and 3ehaviours and that we
soecifica 'y see< future hires who are ab-e to
demonstrate alignment with these desi-adie
traits The Va-ues and 3ehaviours nave a 50
peen ncoroorated 1nto our Pe-fornance and
Jeve-opment Review 2rocess

ACross our globa »0cations we continue

to augn the ~equirement to emped
Organisationat Values and 3ehaviou~s in
the terms and conditions of emp:oyment
Tne importance of our Values is emonasised
during the induction orocess for tew
empioyees

Our Vaues and Benaviours, oroper'y
emoedded 1n tne business. wi- ensure that,
for the long term, our Va ues and 3enaviours
snape our evolving culture




OVERVIEW

COMPLIANCE

Arrangements for consulting and involving
Group employees on matters affecting

their interests at work are developed in
ways appropriate to each business. A
variety of approaches is adopted, aimed at
encouraging the invoivement of employees
in effective communication and consultation,
and the contribution of productive ideas at
all levels

The Group's intranet site enables access

to the latest Grouo information as well as
Group policies. We also undertake regular
presentations to employees throughout the
Group where the half-year and year-end
financial results are presented and expiained
oy senior management. This helps to achieve
a common awareness among employees of
the financial and economic factors affecting
the performance of the Group

Emptoyment poiicies are designed to
provide equal opportunities irrespective of
race, national origin, retigion, age. disability,
gender, maritar status, sexual orientation or
oolitical affiliation

We monitor developments in employment
‘aw tnat may affect our empioyees in the
regions in which we operate and maxe
adjustments as necessary.

BUSINESS INTEGRITY AND
ETHICS

We vperate the business in an ethical and
responsibie manner and we expect our
empioyees and dusiness operations to
conduct themselves etnicaily, and to be
honest, fair and courteous in their dealings

Tne highest standards of ethical ousiness
conduct are required of our empioyees in
the performance of their duties. Empioyees
may not engage in conduct or activity that
may raise questions as to Renold's honesty,
imaartiality, reoutation or otherwise

cause embarrassment to the Group. Our
employees are required to neither offer
nor accept imoroper and/or illegal gifts.
nosoitality or bayments in accordance with
the Grouo Gifts and Hospitality policy.

Every Renold empioyee has the
responsibility to ask questions, seek
guidance and report suspected violations

of the Group’s code of ethics A free of
¢narge, independent whistle-blowing hotiine
continues to de availaole to all empioyees
across the Grouo, enabling them to report
any concerns about tneft, fraud and other
maloractice in the workplace

SERATzg L REPORT

GOVERNANCE

FINANCIAL STATEMENTS

ADDIT!ONAL INFORMATION

The Group is aiso committed to compliance
with anti-corruption iaws in alt countries and
operates a zero tojerance policy

The Group Anti-Corruption poiicy forms

part of that commitment, togetner with tne
Gifts and Hospitality oolicy. botn of which
are designed to assist Renold employees in
meeting corporate and individua. ooligations
under anti-corruption ‘aws and specifically
the UK Brivery Act

Other contro- processes and uodates t0
formai contractuai arrangements with
agents and distributors nave been out
in place to ensure comptiance with the
requirements of the UK Bribery Act.

The underlying objective in all these
measures is (o maintain the highest
standards of integrity throughout the
business and ensure that ail business
deaiings are transparent

Across the Group we have a well-estaolished
emp'oyee whistie-blowing orocedure This
is provided and managed by an external
third party Through this orocess empioyees
are able to oass information ta the senior
leaders in the business about areas of
concern to them. This can de done with

fult anonymity The number of reoorts. the
nature of them and the business resoonse
is regularly reviewed at senior management
and Board level
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HUMAN RIGHTS

The Board has overall responsibility for
ensuring the Group upholds and promotes
respect for human rights and has adopted
the definition of human rights within the
European Convention on Human Rights:

the concept of human beings as having
universal rights, or status, regardless of lega!
jurisdiction or other localising factors. such
as etnnicity, nationaiity, and sex

The Group resoects all human rights and in
conducting its dusiness rega~ds the right t0
non-discrimination and fai- treatment as the
most relevant to its ey stakeholder groups,
these being customers, employees and
suppiiers. The Group's employment policies
and procedures reflect principies of equal

treatment. Respect for the individual is also
enshrined in Renold's statement of Values
and Behaviours,

The Group has not been made aware of any
incident in which the organisation’s activities
have resulted in an apuse of human rights.

Foilowing the introduction of the UK Modern
Slavery Act 2015, we have puolished a
statement on our website which sets out the
steps deing taken oy the Group to ensure
that siavery and human trafficking are not
taking olace in the business or the supply
chain relating to our goods. The Group is
committed to ensuring that our ousiness
and business oartners do not undertake

any activity whicn cont-avenes the Modern
Slavery Act.

As at 31 March 2020

SDG FOCUS:

DIVERSITY

The Group is committed to equat
opportunities and operates a non-
discriminatory working enviranment. We
expect staff and job applicants to be treated
equaliy regardiess of age, race, religion.
disability, gender or sexuality

As at 31 March 2020. the Group employed
1.826 people including 290 in the UK. Of
the tota' number of empioyees, 284 (156%)
are female. The Company recognises the
need to encourage and support more
gender diversity tnroughout tne empioyee
pogpulation as weil as at Board ievel

Set out in the tadle below is a breakdown
of the gender of employees as at
31 Marcn 2020

As 3t 3t Mac~ 2075

Male Female Total MR S3Ma 2 7o
Board of Directors 5 - 5 6 - 6
100% - 100% -
Executive Management Team (exciuding
Directors) 3 1 4 ) 1 6
75% 25% 83% 17%
Other senio” managers' 24 3 27 25 3 28
89% 1% 89% 11%
Other empioyees 1510 280 1,790 1,697 322 2,019
84% 16% 84% 16%
Total 1542 284 1,826 1733 326 2.059
84% 16% 84% 16%

1 Asenior manager .s defired »n the eg(s aton 3s ar emp oyee who has responsid ity for p anning, dwect:ng o contro. Ing the acuvives Jf 3 company or a strategicany significant part of a
compary Whi 2 fa..rgw thin the defirizion of 'seror manager’ the most sentor eadership poou at:on (be'ow tre Boara), the Executive Management Team, 1s shown in a separate category

OUR COMMUNITY

We aim to be a part of the communities

in wnica we work and seek 1o assist .ocal
orojects with support where possio.e.
Aithougn tne Group is limited in our ability
to provide extensive financiai suoport to
arojects, we do seek 0 grovide support
where we can in a number of ways.

We continue to suogort The Outward Bound
T-ust, an educationa charity that uses the
outdoors to 1eip deve'op young peopie from
a: walks of life This year we supported

a scaoot in t1e Manchester area. Two
empoioyee amoassadors f-om Reno d also
attended the orogramme witn the students
to provide actua. nands-01 supoort

We also have 3 elationshio with The
Learning Partnersnip We supoorted three
schools during the year, one near eacn of our
three UK :ocations. The Learning Partnersiio
orovides inspirationa’ and effective STEM
iearning programmes for schoois in the UK,
including the 'Race To The Line’ model rocket
car national competition.

In india. Renoid has dbeen working witn
communities and -elevant stakenolders

to assistiocal government schoois in

the provision of oetter infrasiructure

and educationa. facilities. Reno’d .ndia’s
‘Corporate Socia: Responsibiiity Vision' nas
been formulated in connection witn the
statutory requirement in ‘ndia The areas
Jisted in the statute inc'ude oromoting

education. Renoid India believes that
education is the too! for creating an
empowered, entightened society. More

than 60% of chi'dren in India are en-ol'ed

in government schoo.s; however, the
infrastructure and facilities and quatity of
the education are often beiow acceptabie
ieveis. Through oetter facilities and nigher
guaiity education ax round it is anticipated
there will be a reduction in the dropout rate
of students. Tnis year Renoid India assisted
the ocal Government Aided Schoo! witn the
continued construction of a compound wai!
for the safety and security of the chiidren,
the grovision of stee! desks and facility
reoai~ inc uding the ‘aying of <ota stones.
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OUR ENVIRONMENT

The environmenta: impact of our activities
is at tne forefront of our strategy Across
a' our poerations we meetal egisiative
requirements concerning environmenta
issues, inc uding those re'ating to energy
usage As a part of the Group's commitment
to minimising the impacts of its ousiness
ooerations on the eavironment, we

Co operate with regu.ators, suapliers,
neignoours and customers to deve:op

and achieve improved standards of
environmenta protection A’ of our
oroduction facilities eitner hod or are
wor<ing towards ‘SO 14001

STRATEGIC ENVIRONMENTAL
GOVERNANCE

A recent int-oduction to tne governance
structure 15 the estan isnment of a
Sustainaoiity Committee The advent of
tnis Committee is testament to the Groun's
commitment to reducing the environmenta
impact of ogerations 1n addivon to
sU0QOrlINg customers with engineered
soiutions that sudport their sustainaarity
oojectives. Tne Committee Is initia: y focused
on the development of a sustainability
statement and will continue to estaolish
chalenging environmenta; ta~gets

ENVIRONMENTAL
IMPROVEMENT PROJECTS

During the year, a range of orojects nave
delivered environmenta imp ovements
Tnese incude:

» T1e commencement of a furnace
regiacement orogramme 1 C1ain
Americas, Inceasing energy efficiency
as oart of an upgrade in caoaoility

e Reogiacement of factory and warehouse
tigating in Zindec<, Germany utiiising
iow energy 2D equipment

* Reoiacement of oils and :ubricants to
ower naza~d versions

Our orgoing arogramme of 1nvestment
in new equigment wil conunue to orINg
furtner ethciencies over the coming years
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Sustainability

Our Environment

GREENHOUSE GAS (GHG)
EMISSIONS

Renold continues to comply witn its
obiigations under the caroon reporting
requirements.

Energy usage across the Group is co'lated
using data captured througn tne Group's
integrated Risx Management web-based iT
system Tais ene-gy consumotion database
makes data readiy availab-e Data is actively
reviewed in order to target additional
energy reduction orogrammes

Tne main contributors to GG emissions
arise from our use of electricity and fue's,
sucn as natura. gas and fuel oir, burnton
our oremises

SDG FOCUS:

13 52

The tabie ooposite shows the Group’s GHG
data in tonnes for tne last five financia
years across a.l iocations (derived from tne
consumption data corected and the DErRA
and internationa: Energy Agency publisned
conversion factor taoles) along with energy
cansumgtion data which was orovided for
tne first time ast year

Reno d continues to sustain an under'ying
reduction in energy usage Related cross-site
inivatves include:

*  Proactive waste reduction orojects;
e Lowenergy ighting: and

¢ More efficient oroduction arising from
investment

STREAMLINED ENERGY
AND CARBON REPORTING
PROGRAMME (SECR)

' comgliance with new UX reoorting
requirements, the energy consumption data
for the year ended 31 March 2020 nas been
colated and wili be used to estabiish our
base:ine consumgtion We nave committed
{0 estabiisning an energy strategy during
2020 wnicn will set targets fo- energy
intensity reductions and wiil supoort
engagement in energy "eduction across

tne Group. Our data snows a progressive
reduction in emissions intensity over the
0ast six yea-s
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2015 2016 2017 2018 2019 2020 STRATEGIC REPORT APPROVAL

Scope 1! 9750 8,097 9104 8258 9044 7795 The Strategic Report, on pages 10 to 47,
Scope 2? 20,503 18,012 19264 17,667 17689 17,578 incorporates: Market Review, Business
Total annual GHG emissions? on (tCO,e) 30,253 26109 28,368 25925 26733 25,373 Model. Our Customer Journey, Chief
Emissions Intensity® 1658 1581 1545 1353 1320 134.0 Executive’s Review. Our Key Performance

- Indicators, Our Performance, Finance
Energy consumption (m kWh) Director's Review, Our Risks, Principal Risks
Total Scope 1 fuel usage 483 394 and Uncertainties, Viability Statement and
Total overseas Scope 1 fuel usage 449 364 Sustainability and was approved by the
Total electricity usage 346 331 Board on 16 June 2020.
Total overseas electricity usage 309 296 For and on behalf of the Board

! Scope 1 emissions are from those direct sources that are owned by the Group {e.g from direct combustion of natural gas
within our facilities’ boilers and heaters) Fugiuve gases are not included.

ROBERT PURCELL 1AN SCAPENS

¢ Scope 2 emissions camprise thase emissions for which the Group is ndirectly responsible, excluding transaussion and
CHIEF EXECUTIVE FINANCE DIRECTOR

distribution losses (e g from the electnaity we purchase to operate machinery or equipment) An amendment made

during 2015 to the Greenhouse Gas Protocol incorporates two calculation methadolagies for Scope 2 emissions. There > /

are no contractual instruments i place for the purchase of renewable energy. Hence. we report the same figure when (]7 / — .

applying the market and location-based methodologies / /_ /\'

3 Trecalcufation methodology Is based on the Greerhouse Gas Protocol deveioped jointly by the Woild Resources “
tnsutute and the World Business Council for Sustainable Development

* The UK Government guidance was considered when selecting the Company’s chosen intensity measurement which is
total emissions reported normatised to £m external revenue.
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DEAR SHAREHOLDER,

On behalf of the Board ! am pleased to
present the Governance Report for the year
ended 31 March 2020.

This section of the Annual Report and
Accounts highlights the Group’s governance
processes, alongside the work of the Board
and Board Committees.

On 7 June 2019. the Company's ordinary
and preference shares were re-listed on
the Alternative Investment Market of

the London Stock Exchange (AIM). On
admission to AIM, the Oirectors elected

to adopt the Quoted Company Alliance
Code (QCA Code) as the relevant corporate
governance code to apply to the Company.
However. the Directors also committed
that they would continue to operate a
governance regime which is consistent with
the spirit of the governance regime in force
during the Company’'s main market listing,
namely the UK Corporate Governance Code
2016 (2016 Code). The QCA Code does not
require a comply or explain approach to
governance matters.

The Group's principal risks and
uncertainties are described in the Strategic
Report and that section of the Annual
Report and Accounts also forms part of the
Governance Report.

We appreciate the importance of
upholding the principles of good corporate
governance, not only for compliance
purposes, but because we recognise that
good governance reduces risk and adds
value to the business.

BOARD COMPOSITION

This year tan Griffiths, the Senior
Independent Director and Chair of the
Remuneration Committee, retired on

12 November 2019 after nine years of
service to the Company. Consistent with
the succession plan outlined in previous
Chairman’s Letters, Tim Cooper, who joined
the Board in November 2018 with a view
to taking over lan Griffiths' remuneration
responsibilities, has been appointed as the
Chair of the Remuneration Committee.

David Landless. the Chair of the

Audit Committee, was appointed to the
role of Senior independent Director

to replace lan. | continue to Chair the
Nomination Committee.

As previously announced, fan Scapens,
Group Finance Director, will be leaving the
Company in June 2020. On 12 May 2020.

we announced that James Haughey will
replace lan as Group Finance Director, and is
expected to commence his role in November
2020.

TONE FROM THE TOP

The Board continues to believe strongly
in operating to the highest standards

of ethical business conduct and in the
importance of setting the right ‘tone from
the top’ These principles are reflected

in the statement of our Values and
Behaviours and Renold requires the same
from all employees in the performance of
their duties.

We continue to be mindful of developments
in legislation. regulations and codes

of practice of relevance to corporate
governance and ethics.

In addition to matters of corporate
governance and ethics, the key priority

for the Board remains the delivery of the
Strategic Plan. On page 55 of our Corporate
Governance Report we set out the areas of
focus for the Board this year and highlight
the links between the issues considered
and the Group's Strategic Objectives.

ANNUAL GENERAL MEETING

Our AGM will be held at 11.00am on
Wednesday, 24 July 2020 at the Company’s
registered office. Trident 2, Trident

Business Park, Styal Road. Wythenshawe,
Manchester, M22 5XB.

As at the date of this letter, social
distancing measures imposed by the UK
Government remain in place and these
include prohibiting public gatherings

of more than two people and non-
essential travel, save in certain limited
circumstances. In light of these measures,
the 2020 AGM will be run as a closed
meeting and shareholders will not be
able to attend in person. The Company
will ensure that the legal requirements
to hold the AGM can be satisfied through
the attendance of a minimum number of
Director shareholders.
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The situation surrounding the outbreak
of Covid-19 is constantly evolving.

Any changes to the AGM will be
communicated to shareholiders before the
AGM through our website at investors.
renuld.com and, where appropriate, by
announcement by a Regulatory News
Service. Although shareholders are not

STRATEG!C REPORT

SO L T

‘We would strongly encourage shareholders
to participate in the business of the AGM
by alternative means, notably by voting

by proxy. and sending any questions they
may have asked at the AGM, in advance of
the meeting. Your voting participation is
important to us and | would encourage you
to please vote by proxy

FINANCIAL STATEMENTS ADDITIONAL INFORMATION

Shareholders will be able to raise questions
about the resolutions to be proposed at
the AGM and details will be provided in the
Natice of AGM itself.

We thank shareholiders for their support at
this difficult time.

MARK HARPER

able to attend the AGM n person this year,
shareholder participation and engagement
remains important to us.

CHAIRMAN

16 June 2020

®
1

Compliance with Corporate Governance

The Group is committed to high standards of
corporate governance in order to facilitate
efficient, effective and entrepreneurial
management of the Company. The Board
acknowledges its contribution to achieving
management accountability, improving risk
management and ultimately to creating
shareholder value over the longer term.

When the Company re-listed on AIM, it elecied to adopt the QCA
Code as its principal corporate governance code and the Board's
compliance for the year ended 31 March 2020 is therefore measured
against the requirements of the QCA Code. However, the Board of
Directors highlighted that they would not seek to materially depart
from the governance standards in place before the move to AIM. The
standards of governance previousiy adhered to by the Company was
the 2016 Code.

The Board considers that the Company has complied with all
provisions set out in the QCA Code that are applicable to it
throughout the year ended 31 March 2020.

The QCA Code is available from the QCA website, www.thegca.com.
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Board of Directors

The Board provides
entrepreneurial
leadership of the
Company within

a framework

of prudent and
effective controls
which enables risk
to be assessed and
managed.

On these pages, we setout the
age. tenure and biographical
details of each Board member.

COMMITTEE
MEMBERSHIPS KEY:

@ Audit Committee
@ Nomination Committee
@ Remuneration Committee

Executive Risk
Management and
Monitoring Committee

MARK HARPER
CHAIRMAN

COMMITTEE MEMBERSHIPS:

®

APPOINTMENT TO THE BOARD:
May 2012

EXPERIENCE

Mark, aged 64, was appointed
to the Board as a Non-Executive
Director and Chairman-elect
on 1 May 2012. He took on the
role of Chairman at the close
of the AGM on 12 July 2012. His
appointment was extended
on 1May 2018 to May 2021.
Prior to joining Renold, Mark
became the Chief Executive ot
Filtrona plc at the time of its
demerger from Bunzl plcin
June 2005 and led a successful
period of growth until his
retirement in May 2011, He
also held a number ot senior
operational management
positions within Bunz! plc,
being appointed to the Bunzl
plc Board in September 2004,
and has previously acted as a
Non-Executive Director of BBA
Aviation plc.

ROBERT PURCELL
CHIEF EXECUTIVE

COMMITTEE MEMBERSHIPS:

®

APPOINTMENT TO THE BOARD:
January 2013

EXPERIENCE

Robert, aged 58, joined the
Group on 21 January 2013

as Chief Executive. Prior to
joining Renuld, Rubert was
Managing Director of Filtrona
plc's Protection and Finishing
Products Division. He has also
held a Managing Direclor role
at Low and Bonar plc within its
technical textiles business. His
early career was in operational
management within Courtaulds
plc. during which time he gained
an MBA from the Cranfield
School of Management.

IAN SCAPENS
FINANCE DIRECTOR

COMMITTEE MEMBERSHIPS:

®

APPOINTMENT TO THE BOARD:
January 2017

EXPERIENCE

lan, aged 46, joined the Group
on 3 January 2017 as Group
Finance Director lan has
extensive experience in all
aspects of finance in large,
complex organisations. He
joined Renold from Keepmoat
Group, where he had been
Deputy Chief Financial Officer
since June 2015. Previously, lan
spent ten years at Speedy Hire
Plc. latterly as Group Financial
Controller. from 2010 to 2015.
lanis a member of the Institute
of Chartered Accountants of
England and Wales.

SN



OVERVIEW

DAVID LANDLESS

SENIOR INDEPENDENT
NON-EXECUTIVE DIRECTOR

COMMITTEE MEMBERSHIPS:
DD

APPOINTMENT TO THE BOARD:
January 2017

EXPERIENCE

David, aged 60, was appuinted
to the Board as a Non-Executive
Director on 9 January 2017 and
became Chairman uf the Audit
Committee from 19 July 2017.
The appointment as Senior
Independent Director was made
on 13 November 2019. David, a
fellow of the Chartered Institute
of Management Accountants,
has significant experience at
senior levels of international
businesses in the industrials
sector. He was most recently
Group Finance Direcior of
Bodycote plc from 1999 until his
retirement on 1 January 2017.
Prior to that, he held a range

of finance roles for 15 years at
Courtaulds in the UK and US,
latterly as Finance Director of
Courtaulds Coatings (Holdings)
Ltd, from 1997 to 1999. David

is currently a Non-Executive
Director of European Metal
Recycling Limited. a large
private scrap metal recycling
company, the Non-Executive
Chairman of Luxfer Holdings

plc and a Non-Executive
Director and Chair of the Audit
Committee of Innospec Inc.

STRATEGIC REPORT

TIM COOPER
NON-EXECUTIVE DIRECTOR

COMMITTEE MEMBERSHIPS:
HYW

APPOINTMENT TO THE BOARD:
November 2018

EXPERIENCE

Tim. aged 61, was appointed

as a Non-Executive Director

of Renuld in November 2018
and became Chairman of the
Remuneration Committee

on 13 November 2019. Tim

was ar: Executive Director of
Victrex Pl¢. a position he held
from October 2012 untit 30
September 2019. Tim joined
Victrex in January 2010 as
Managing Director of Victrex
Polymer Solutions. Tim has
over 30 years of international
business management and
commercial experience, having
held senior leadership positions
in a number of industries. Prior
to joining Victrex. Tim was with
Umeco Plc. initially as Managing
Director ot Aerovac Systems
Ltd, but later becoming Group
Managing Director of Umeco
Composites Process Materials.
He has been Managing
Director of Tellermate Plc

and Avery Berkel Ltd. having
developed his international
career with GEC. BP and Land
Rover. Tim is currently a Non-
Executive Director of Pressure
Technologies Plc.

ANDREW BATCHELOR

GROUP GENERAL COUNSEL
AND COMPANY SECRETARY

APPOINTMENT
July 2018

EXPERIENCE

Andrew, aged 54. was
appointed to his role m July
2018. Andrew has extensive
experience in private practice,
becoming a partner with the
law firm Edge Ellisun, then
continuing his career in-house
as the General Counsel and/

ur Company Secretary to a
variety of UK main market listed
companies. His previous roles
include JD Sports Fashion Plc,
Promethean World Plc and
Itnet plc. Andrew has also held
the roles of Head of Risk and
General Counsel for the large
private company retailer, Wilko.

FINANCIAL STATEMENTS

ADDITIONALINFORMATION
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Corporate Governance Report

Compliance with Corporate Governance

The Group is committed to high standards of corporate governance in order to facilitate
efficient. effective and entrepreneurial inanagement of the Company. The Board acknowledges
its contribution to achieving management accountability, improving risk management and
ultimately to creating shareholder value over the longer term.

When the Campany re-listed on AIM, it elected to adopt the QCA Code as its principal
corporate governance code and the Board's compliance for the year ended 31 March 2020

is therefore measured against the requirements of the QCA Code. However, the Board

of Directors highlighted that it would not seek to imaterially depart from the governance
standards in place before the move to AIM. The standards of governance previously adhered
to by the Company was the 2016 Code.

The Board considers that the Company has complied with all provisions set out in the QCA
Code that are applicable to it throughout the year ended 31 March 2020.

The QCA Code is available from the QCA website, www.theqca.com.

Board composition, responsibilities
and activities
MEMBERSHIP OF THE BOARD

During the financial year, lan Griffiths
retired as a Director on 12 November 2019.
In expectation of this retirement after nine /
years of service, Tim Cooper was appointed 5
as a Director on 13 November 2018. Having 1
served for 12 months as a member of

the Remuneration Committee, Tim was
appointed as Chairman of the Comimittee
following lan’s retirement. David Landless.
the Chair of the Audit Committee, was
appointed to the role of Senior independent
Director to replace lan.

Members

@ WNon-Executive Chaicman
© Executive Directors

© Non-Executive Directors
The Board continues to have a balance of

Executive and Non-Executive Directors.

Currently. the Board comprises a Non-

Executive Chairman, two Non-Executive

Directors and two Executive Directors as

shown below.

The Board's consideration of its composition
in the context of its diversity is set out in the
Nomination Committee Report on pages 66

and &67.

EXPERIENCE OF THE BOARD

The members of the Board maintain the
appropriate balance of status, experience,
independence and knowledge of the
Company to enable them to discharge their
respective duties and responsibilities and
to ensure the Board is of a sufficient size
that the requirements of the business can
be met.

The below graphic shows the number of
Directors with significant experience in the
areas listed.

Manufacturing and

engineering sector S 4
International

experience E 4
HR 0
Corporate

governance m 3
arkatin —

marketing 3
P C——
development 5
Financial management [:3

and corporate finance 3
HSE C—N 3
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RESPONSIBILITIES OF
THE BOARD

The Board is collectively responsible for
the effective oversight of the Group and
its businesses.

In addition. it is responsible for strategic
business planning, including reviewing
succession planning, risk management and
the development of Group policies in areas
such as health, safety and environmental

matters and Directors’ and senior managers’

remuneration and ethics. The Executive
Directors have authority to deal with all
other matters affecting the Group.

The Board has approved a schedule of
reserved matters to ensure that it takes

all major strategy, policy and investment
decisions affecting the Group. As part of
the Board's oversight of operations, it must
ensure maintenance of a sound system of
internal control and risk management.

Feedback is provided to the Board following
presentations to investors and meetings
with shareholders in order to ensure that its
members, and in particular Non-Executive
Directors. develop an understanding of

the views of major shareholders about

their Company.

RISK MONITORING

The Board has overall responsibility for
implementing the Group's system of internal
control, including financial, operational

and regulatory compliance controls and

risk management systems. The Board is
also responsible for reviewing internal
control effectiveness and compliance and
accords with the FRC's ‘Guidance on Risk
Management, internal Control and Related
Financial and Business Reporting.

The ongoing process for the review of the
system of internal controls by the Directors
has been in place for the whole of the

year ended 31 March 2020 and up to the
date of approval of this report and the
financial statements.

STRATEGIC REPORT

FINANCIAL STATEMENTS ADDITIONAL INFORMATION

Internal controls and the risk management processes are reviewed on a regular basis by the
Audit Committee, which reports directly to the Board. This review includes a report from the
Executive Risk Management and Monitoring Committee (ERMMC) after each meeting to the
Audit Committee.

This review includes a focus on areas such as risk appetite, the operations of risk management
and internal control systems, and their integration with the Group’s strategy.

The Board has also reviewed and considered in detail the consequences of the control failings
at the Gears business umit and the impact upon the Group’s financial results.

Further details about the composition and activities of the ERMMC and the Group’s risk
management framework can be found on pages 30 and 31 of the Strategic Report. A
description of the Audit Committee’s oversight of the ERMMC can be found in the Audit
Committee Report on page 60.

INDIVIDUAL DIRECTORS' KEY RESPONSIBILITIES

The roles of Chairman and Chief Executive are separated, with a clear division of
responsibilities set out in writing and agreed by the Board.

TITLE RESPONSIBILITY

CHAIRMAN Tp ensure the effectiveness of the Board in setting the
direction of the Company and the agenda of the Board.
Mark Harper g

CHIEF EXECUTIVE
Robert Purcell

FINANCE DIRECTOR
lan Scapens

To manage the business and implement the strategy
agreed by the Board.

To ensure sound financial management of the Group’s

business and provide strategic and financial guidance to

ensure that the Company'’s financial commitments are

met.

SENIOR INDEPENDENT th addition to the rolﬁ of an }ndepenfdent Non-Executive
Director, to ensure that the views of each Mon-Executive

NON-EXECUTIVE DIRECTOR Director are given due consideration and act as a

David Landless sounding board for the Chairman.

To constructively challenge the Executive Directors and

INDEPENDENT NON- ) R ETETRE T X - o
EXECUTIVE DIRECTOR help develop propqsals on str’at.egy, |?1clpdmg sagsfymg

) themselves on the integrity of financial information
Tim Cooper and ensuring financial controls and systems of risk

management are robust and defensible.

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 a Company Secretary, who ensures that Board procedures are complied with.
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BOARD AND COMMITTEE
MEMBERSHIP AND
ATTENDANCE

The Board meets on a regular basis with an
agenda and necessary papers for discussion
distributed electronically in advance of each
meeting via board portal software, Diligent.
Agenda items are agreed in advance and
set out in an annual planning schedule. The
meetings are scheduled to coincide with the
internal financial reporting timetable of the
Company and key events. including interim
and final results, and the AGM.

Mark
Harper!

ey

meetings

fo
FAUDIT, 2y
COMMITTEE R

ie meetings

NOMINATION
COMMITTEE]

'\;L

™ (=
) =
{0 =4

l_f meetings o

P

3 meetings
—

4 meetings
P g

The Board's responsibilities are discharged
by way of scheduled Board meetings.

In addition, the Board reviews written
reports in months where there is no meeting
and convenes ad hoc meetings during

the. year in order to resolve matters by
written resolutions to deal with specific
business requirements.

The table below shows the number of
meetings of the Board and its Commitiees
during the year and individual attendance
by Board and Committee members at those
meetings. Seven core meetings have been

Robert lan
Purcell? Scapens?

! Mark Horper atended Audit and Remuneration Commitiee meetings or part thereof by invitation

Griffiths?

held this year. supplemented by additional
meetings to support the investigation and
resolution of the issues surrounding the
historical accounting misstatements in

the Gears business unit. In addition, the
Board met for a separate full day to
discuss the further evolution of the Group’s
Strategic Plan.

David Tim
Landless

* Rover: Purcell and 1an Scapens attended Audit Nomination and Remuneration Committee meeungs o psrt thereof by invitaticn.
L Prior o his resignation in November 2019, fan Griffiths attended all Board, Audit, Nomingtion and Remuneration Committee meeungs other than two Board meetings, one Nomination
Cominitiee meeting and one Remuneration Committes meeting, which were nussed due o illness.
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BOARD FOCUS DURING THE YEAR

During the year ended 31 March 2020. the Board has provided its main focus on the following matters:

STRATEGIC
OVERVIEW ACTIVITY IN YEAR OBJECTIVE®

STRATEGICREPORT

GOVERMANCE FINANCIAL STATEMENTS ADDITIONAL INFORMATION

GOVERNANCE e Implementation and review Consideration of the QCA Code and the implications of re-listing the
AND RISK of compliance with the Company’s ordinary and preference shares on AIM.
requirements of the QCA » Consideration of the Viability Statement and agreeing the Group’s risk
Code. profile. principal risks and uncertainties and risk appetite.
*  Ensurea sound system of »  Review of the effectiveness of the risk management and internal
internal control and risk control systems.
management including «  Conducting and reviewing : aluation of the effecti < of th
review of the Group risk Bon '(;Jctlr;g' and reviewing an eva uation of the effectiveness of the
profile. oard and its Committees.
STRATEGY ¢ Responsibility for approval ¢ Board Strategy Day held to debate and discuss the Group's Qe
of the Group's strategic aims performance under the Strategic Plan.
andfobjectlves and review of 4 gypporting the Chief Executive in the evolution of the Strategic Plan. GG
erformance. . . .
P e ) ] * Review of ERP effectiveness and monitoring progress of new ERP GG
e Approval of major capital implementation.
projects and oversight of . Revi ¢ o h iviotives including the
benefits expectation and Review 0 customer service enhancement initiatives inclu ing the
delivery. Step 2 Service service improvement programme.
e Qversight of performance improvement prograimine following the
relocation of the Chain manufacturing facility in China.
¢ Received presentations from Group senior management on
operations and continued implementation of the Strategic Plan across
the divisions and functions.
« Considered and approved, for subsequent approval by shareholders,
P q pp y
the cancellation of listing on the Official List and admission to trading
on AlM.
LEADERSHIP e Responsibility for the overall ¢ Monitoring health and safety performance. 0 o
leadership of the .(-Jroup and o Syccession planning in relation to the Board and senior management.
setting the Group’s Values. . I
) ) e Support to ongoing organisational development.
e Setting the 'tone from the
top’
FINANCIAL « Approval of financial «  Review of investigation of issues identified at the Gears business unit. ee
STEWARDSHIP reporting and controls. »  Review and monitoring of the improvement to the financial cantro!
»  Approval of relevant policies. environment following the accounting issues identified in the Gears e
e Review of system of internal business unit.
control. » Approval of the annual operating and capital expenditure budgets.
¢ Review of monthly business performance reports.
¢ Review of dividend policy.
* Review and appraval of the half-year and full-year results and related
announcements.
¢ Review and approval of the delegated authorities matrix.
¢ Review and approval of the Group tax strategy.
«  Specific approval for major capital investment projects.
* Review of matters affecting the Group involving material litigation or
disptites.
SHAREHOLDER e« Ensuring a satisfactory » Received and discussed feedback from roadshows and presentations
RELATIONS dialogue with shareholders, to shareholders.

including approval of key
information to shareholders.

Approval of Annual Report and Accounts and information to
shareholders for the AGM.

' See key on page 33
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EXPECTED BOARD FOCUS FOR
NEXT YEAR

The Board will continue to review the areas
set out in the table on page 55. In addition,
it is anucipated that the following areas
will receive focus by the Board for the year
ending 31 March 2021.

¢  Review and monitor management’s
response to the Covid-19 pandemic
supporting the safety and wellbeing of
all employees and ensuring the viability
of the Group in uncertain market
conditions.

* Review the Group’s capital structure in
view of the trading environiment and
determine the appropriate allocation of
cash generation.

¢ (ontinue tn monitor progress and
governance of the Strategic Plan.

*  Consider Board composition and
succession planning, Lo include
succession for senior management.

e Review the Group's governance
structures tu align with regulatory
developments and evolving market
practice.

in fight of the findings of the independent
investigation into the accounting issues

at the Gears business unit. the Board. in
conjunction with the Audit Committee, has
reviewed the robustness of the internal
control environment, taking into account the
findings of the independent investigation
including identified control weaknesses.

I response 1o findings raised by Deloitte,
the Board has ensured improvements are
appropriately implemented and continues to
monitor compliance.

DIRECTOR INDUCTION AND
DEVELOPMENT

The training needs of the Board are
discussed as part of the Board performance
evaluation process. Updates are provided
to the Board at regular intervals in order to
refresh the Directors' knowledge. Training
is arranged primarily by the Company
Secretary or the Group Finance Director in
consuitation with the Chairman. The Board
has received an update from Deloitte LLP
in relation to corporate governance best
practice and developments. Remuneration
advisers, PwC, have provided updates to

the Remuneration Committee in relation to
market trends in executive remuneration. As
part of the re-listing of the Group’s shares on
AlM. the Board has received training from
Peel Huntin relation to AIM rules and the
requirements of the QCA Codle.

The Company has a detailed framework for
the induction of new Directors. This includes
the issuing of all key documents relating to
each new Director's role on the Board, as
well as site visits and face-to-face meetings
with senior executives

Prior to a cessation of travel due to the
Covid- 19 pandemic, the Executive Directors
have continued to visit Renold sites around
the world, including the USA, India, China,
Germany. Malaysia and Australia. The Board
itself also met during the year at Renold's
manufacturing sites in Jintan, China and
Einbeck in Germany.

NON-EXECUTIVE DIRECTOR
INDEPENDENCE

The Non-Executive Directors are considered
to be independent in character and
judgement. The Board is of the apinion that
all of the Directors take decisions objectively
and in the bestinterests of the Company
and that no individual or small group of
individuals can dominate the Board's
decision-making. The balance between Non-
Executive and Executive Directors allows
independent challenge to the Executive
Directors and senior management.

BOARD EVALUATION AND
EFFECTIVENESS

The Board is supportive of the principle

of evaluation of the Board, as set out

in paragraph B.6 of the 2016 Code,

and recognises that evaluation of its
performance is important in enabling it to
realise its maximum potential. A formal
process for evaluating the performance

of the Board, its members and its
Committees is conducted annually. This
process gives the Directors the opportunity
to identify areas for improvement both
jointly and individually through the use of
questionnaires and/or open discussion. An
evaluation of the Chairman is also carried
out annually. led by the Senior Independent
Non-Executive Director.

In addition. evaluations of the Audit
Committee, the Nomination Committee and
the Remuneration Committee were also
carried out during the year.

The evaluation process comimences with
the completion of a written questionnaire
for each separate review. compilation of
a summary of the results and feecdback
obtained and then discussion between
the participants. The subsequent Board
discussion highlighted a number of areas
where objectives might be set by the Board
and practical issues for consideration. The
Board has continued to allocate separate
time for review and consideration of the
Strategic Plan.

In accordance with the 2016 Code. the
evaluation process also included a number
of discussions during the year between the
Chairman and the Non-Executive Directors,
without the Executive Directors present, to
discuss feedback arising from the process
and the performance of each Executive
Director. The Senior Independent Director
also met with the other Directors as part
of the Chairman's performance evaluation
process.

ELECTION OF DIRECTORS

The 2016 Code recommends that all
Directors of FTSE 350 companies should be
subject to annual election by shareholders.
This provision is not applicable to the
Company. However, with a view to
complying voluntarily with all terms of

the 2016 Code, where practical, all Non-
Executive Directors are subject to annual
election

Biographical and experience details of the
current Directors appear on pages 50 and
51. Further details of the Directors’ service
contracts and letters of appointment are set
out in the Directors’ Remuneration Report.
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KEY FEATURES OF
GOVERNANCE STRUCTURES
The key features of the Group's governance

structures, as shown in the schematic on the
prior page, are as follows:

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,
www.renold.com. internal controls are in
place at both local and Group level.

The ERMMC which oversees, on behalf
of the Audit Committee and ultimately
the Board. that appropriate policies
are implemented to identify and
evaluate risks.

An internal audit function which
assists management and the Audit
Committee in the fulfiliment of the
Board's responsibility for ensuring that
the Group’s financial and accounting
systems provide accurate and
up-to-date information about its
current financial position while also
permitting the accurate preparation of
financial statements.

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

Aschedule of matters reserved for
the Board's approval to ensure it
maintains control over appropriate
strategic, financial, organisational and
compliance issues.

The preparation of detailed anhual
financial plans covering profit and cash
flow and the balance sheet, which are
approved by the Board.

The review of detailed regular reports
comparing actual performance with
plans and of updated financial forecasts.

Procedures for the appraisal,
approvat and control of capital
investment proposals.

Procedures for the appraisal,
approval and control of acquisitions
and disposals.

Access for all Group employees to a free
of charge. independent whistle-blowing
hotline enabling them to report any
concerns about theft. fraud or other
malpractice in the workplace.

THE BOARD AND ITS
COMMITTEES

* The Board delegates authority to
various Committees to deal with specific
aspects of corporate governance.

e These Committees are summarised
on the prior page. Details about the
structure and activities of each are set
out in the separate Committee reports.
The Committees communicate and work
together where required.

e Committee membership may not be
refreshed as frequently as would be the
case for a company with a larger board.
However, the Board is satisfied that no
undue reliance is placed on particular
individuals.

e Terms of reference for each Committee,
together with the schedule of matters
reserved for the Board. are available on
the Company’s website,
investors.renold.com.

INTERNAL CONTROL

During the year ended 31 March 2020,

the responsibility to review internal control
effectiveness was delegated to the

Audit Committee and reported to the Board
as follows:

* Receiving and considering regular
reports from the internal audit function
on the status of internal control across
the Group;

» Reviewing the internal audit function’s
findings, annual audit plan and the
resources available to it to perform
its wark;

e Reviewing the external Auditor's
findings on internal financial control; and

* Monitoring the adequacy and timeliness
of management’s response to identified
audit findings.

In addition, following identification of
accounting issues in the Gears business unit,
the Board has, in conjunction with the Audit
Committee, completed an independent
investigation into the issues. The identified
control weaknesses were addressed as a
matter of priority and the Board and Audit
Committee continue to closely monitor
compliance in this area.

The executive team is accountable to the

Directors for implementing Board policies
on internal control and for monitoring and
reporting to the Board that it has done so0.

Group internal controls are designed to
mitigate rather than eliminate the risks
identitied and can provide only reasonable
and not absolute assurance against material
misstatement or loss.

FINANCIAL REPORTING

There are also established internal control
systems in relation to the Company’s
financial reporting process and the Group’s
process for preparation of consolidated
accounts. These systems include policies and
procedures that:

e Relate to the maintenance of records
that. in reasonable detail, accurately
and fairly reflect transactions and
dispositions of assets:

* Provide reasunable assurance that
transactions are recorded as necessary
to permit the preparation of financial
statements in accordance with IFRS:

e Require representatives of the
businesses to certify that their reported
information gives a true and fair view of
the state of affairs of the business and
its results for the period: and

e Review and reconcile reported data.

The Audit Committee is responsible for
overseeing these internal control systems.

FAIR, BALANCED AND
UNDERSTANDABLE REPORTING

The Annual Report and Accounts taken

as a whole must be fair, balanced and
understandable. The process for ensuring
the Annual Report and Accounts meets

the fair, balanced and understandable
requirement involves it being reviewed in
the first instance by a Disclosure Committee
and subsequently the Audit Committee and
the Board. Further details on this process
are in the Audit Committee Report on

page 60 and the Director’s responsibility
statement for the fair, halanced and
understandable requirement is on page 87.
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COMMUNICATIONS WITH
SHAREHOLDERS

Communications with shareholders are
given high priority and are made in a
number of ways. The Board is accountable
to shareholders and therefore it is
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 guals. The
Non-Executive Directors make themselves
available tc meet sharehniders on request,
can attend sharehotder visits.at Company
sites and are available for discussions with
analysts and the Company's broker.

The reporting calendar is driven by the
oublication of interim and finai results
each year, in which the Board reporis tu
shareholders on its management of the
Company Formal regulatory news service
announceiments are also made in accordance
with the Company’s reporting obligatiors
Comments on Group financial performance
in the context of the business risks faced
and objectives and plans for the future

are set cut in the Strategic Report on
pages 10 to 47

STRATEGIC REPORT CONVERNANTE

The Company continues to keep
shareholders informed of its strategy and
progress at other times during the year.
with updates provided to the London
Stock Exchange and sharehoiders via the
Company’s website, investors.renoid.com.
The Board receives feedback from the
Company's NOMAD, Peel Hunt, throughout
the year In additior, the Chief Executive
and Finance Directar meet with major
shareholders and potential investors to
discuss Group strategy and performance
and update the Board as a whole at each
meeting. The Board aisu receives reports
prior to each Board meeting which set out
the imain changes to the composition of the
Company’s share register.

The Chief Executive and Finance Director
attend presentations and meetings with
shareholders and analysts. Feedback from
such meet:ings are provided to the Board.
Brokers' briefings are also circulated to

all Directors in order to ensure that Board
members, and in particular Non-Executive
Directors, develup an understanding of
the views of major sharehclders aoout
their Company.

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

ANNUAL GENERAL MEETING

The AGM will be held at 11.00am on
Wednesday, 24 July 2020 at the Company's
registered office at Trident 2, Trident
Business Park, Styal Road, Wythenshawe,
Manchester, M22 5XB.

As explained by the Chairman in his letter,
at this unprecedented tme, and in commion
with other listed cumparies. Renold will

be holding a closed AGM with only two
director/shareholders present.

Notice of the AGM will be sent to
shareholders at least 21 business days
before the meeting. Shareholders are
encouraged to use their proxy vote to
appoint the Chairman of the meeting as
their proxy.

There will be an apportunity for
shareholders to post questions regarding
the AGM and the resolutions to be proposed.

As usual, details of the outcome of the
AGM and the resolutions passed will be
announced 1o the London Stock Exchange
and published on the company website at
investors.rencld.com.

All resokations were passed at last
year's AGM
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KEY OBJECTIVES

In support of the Board's duty of
stewardship. the Committee aims to
ensure appropriate corporate governance
is applied to the Group's systems of
internal control, risk management,
financial reporting, internal audit and
other compliance matters such as UK
anti-bribery legislation. We monitor the
integrity of financial information published
externally for use by shareholders. We also
ensure that the integrity of the financial
statements is supported by an effective
external audit.

We monitor that effective control structures
operate over major change initiatives

and targeted benefits are measured and
delivered. We also support the efforts of
the executive team to continuously improve
the financial control and risk monitoring
environment. Our approach is to ensure
that risk management operates to pre-
empt potential business issues and that
embedded proactive financial controls
prevent or mitigate unnecessary losses that
may arise if a business risk does crystallise.
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RESPONSIBILITIES

The primary function of the Audit
............. 0 Committee is to assist the Board in fulfilling
-------- its responsibilities with regard to financial

reporting, external and internal audit. risk

‘c\\\\ A\

e Theintegrity and compliance of the
financial information provided to the
shareholders, including the Strategic
Report and Financial Statements.

e The appropriateness of accounting
policies and the supporting key
judgements and estimates.

management and controls. The Committee
N

e Whether the Annual Report and
Accounts, taken as a whole, is fair,
balanced and understandable and
provides the information necessary for
shareholders to assess the Company’s
position. performance and strategy.

* The assessment of the Group’s
longer-term viability and determination
as a going concern, including
considering the appropriateness of the
underlying assumptions.

* The Group's system of internal controls
and risk management. including the
identification of principal risks, their
mitigation and the activities of the
Group’s internal audit function.

e The external audit process, including
making recommendations to the Board
about the appointment, reappointment
or removal of the external Auditor,
approving their remuneration, the
terms of engagement and ensuring
independence, objectivity and expertise.

* The Group's approach to corporate
ethics. anti-bribery and compliance
procedures, including ensuring the
Group's Whistle-blowing Policy provides
an appropriate environment for
employees to raise, in confidence, any
concerns they may have and overseeing
any investigations and follow-up of
matters raised.

The Committee reports to the Board at
regular intervals an how it is discharging its
responsibilities.

COMPOSITION

The Committee, of which 1 am the
Chairman, consists of two Non-Executive
Directors. Tim Cooper, was @ member of
the Committee throughout the year. an
Griffiths was a member of the Committee .
until his retirement as a Non-Executive
Director on 12 November 2019.

At all times, the Committee complied with
the requirements of the 2016 Code for a
smaller company, this being to have at least
two independent Non-Executive members.

achieves this by reviewing and monitoring:
a0 -
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AUDIT COMMITTEE MEMBERS AND MEETINGS ATTENDED

FINANCIAL STATEMENTS

Name Pasition Meetings attended

David Landless Chairman 6of6

lan Griffiths? Non-Executive Director (retired November 2019) 40f4
Non-Executive Director 60f 6

Tim Cooper

lan Griffiths attended all meetings prior toy his retirernent in November 2019,

Biographical details and experience of members are set out on pages 50 and 51.

EXPERTISE

The Committee members have been
selected to give an appropriate range of
financial. operational, commercial and

risk management expertise to allow the
Committee to fulfil its duties. The Board
considers that | have recent and relevant
financial experience to perform the role of
Committee Chairman.

COMMITTEE MEETINGS

The Committee meets at least four times
each year. During the year ended 31 March
2020 the Commmittee met six times with

the additional meetings being arranged to
address the accounting issues in the Gears
business unit (which were reported on in

the Anhual Report and Accounts for the year
ended 31 March 2019) and, more particularly.
to approve and monitor improvements in
the financial control environment across the
Group. The meetings are attended by the
independent Non-Executive Directors {the
members), the Company Secretary and. by
invitation. the Chairman, the Chief Executive,
the Group Finance Director, the Group

Head of Risk and Assurance and the Group
Financial Controller. Full details of Director
attendance during the year are set out in the
table of all Committee meetings on page 54.

From time to time. other members of the
Group's management team are invited to
attend to present or respond to queries

on particular areas of focus. Our external
Auditor, Deloitte. also attended the majority
of Committee meetings and receives all
papers submitted to the Commitee. Each
meeting so attended includes an opportunity
for the external Auditor to raise any matters
in confidence which they consider should be
brought to the attention of the Committee
without the Executive Directors being
present. Similarly. the Group Head of Risk
and Assurance has a regular opportunity 10
address the Committee without the Executive
Directors being present.

RESPONSE TO THE HISTORICAL
MISSTATEMENT OF RESULTS IN
THE GEARS BUSINESS UNIT

During the early part of this financial year,
a review of the Gears business unit was
undertaken which identified a historical
misstatement of results in this business
unit. The approach to the investigation and
the conctusions were outlined in my report
included in the revised Annual Report and
Accounts for the year ended 31 March 2019,

Following the identification of these issues,
the Committee has ensured improveinent
in the control environment, following the
findings of the independent investigation
and the recommendations from the Group's
Auditor. This has included:

¢ Implementation of financial reporting
processes and procedures that require
a greater degree of approval and
oversight across all areas of financial
reporting;

¢ Anongoing prograrmime of activity
designed to reduce the level of manual
input required by the Group’s reporting
procedures, with certain solutions being
rolled out alongside the wider M3 ERP
system roll-out across the Group;

¢ Additional manual compliance and
control checks being implemented in
advance of systemised solutions being
rolled out across the wider Group;

¢ Amendment of the Group's internal
audit programme. with a greater focus
on financial control compliance.

ADDITIONAL INFORMATION

MAIN ACTIVITIES OF THE
COMMITTEE DURING THE YEAR

During the year. the Committee met to
assess the implications of the historical
misstatement of results in the Gears
business unit and the implications on the
Annual Report and Accounts for the year
ended 31 March 2019. The Cammittee
determined that it was appropriate to
revise the Annual Report and Accounts
and following this recommendation 10
the Board, a revised Annual Report and
Accounts was prepared and made available
to shareholders on 27 August 2019.

The Comimittee also met to consider
proposals from the external Auditor
regarding the approach to the audit strategy
for the year ended 31 March 2020 and
reviewed the findings of that audit. It also
considered the results of internal audit
activity during the year.

The Committee’s prime areas of focus have

been:

* Theintegrity, completeness and
consistency of financial reporting and
disclosures. including the adoption of
the new accounting standard relating to
leasing;

e The areas where significant judgements
and estimates are required in the
preparation of the financial statements,
including those outlined on pages 62
10 64;

¢ The materiality level to apply to the
audit;

»  Whether the going concern basis should
continue to apply in the preparation
of the financial statements and
the appropriateness of the Board's
statement on viability;

e The appropriateness of presenting
alternative performance measures and
the clarity of disclosure relating to these
measures.;

s The appropriateness of the
improvements to the internal control
enviranment implemented following the
identification of historical misstatement
of results in the Gears business unit (as
summarised above);

e Ensuring the amended internal audit
areas of focus are being appropriately
assessed, reported on and followed up
as required.

A
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SIGNIFICANT ISSUES
CONSIDERED IN RELATION TO
THE FINANCIAL STATEMENTS

The Committee monitors the integrity of
the Company'’s financial information

and other formal documents relating

to its financial performance and makes
appropriate recommendations to the Board
before publication.

A key factor in the integnity of financial
statements is ensuring that suitable and
compliant accounting policies are

adopted and applied consistently on a
year-on-year basis and across the Greup.

In this respect. the Committee also considers
significant estimates and judgements

made by management in preparing the
financial statements.

The Committee’s cunsiderations are
supported by input from other asstirance
oroviders, e.g. the Group’s actuarial advisers
and the Group Head of Risk and Assurance,
as well as our externa! Auditor.

The Covid-19 pandemic has created
significant uncertainty in markets in which
Renold operates. While it is difficult to
accurately yuantify these effects on financial
performance, the Committee has reviewed
various future scenarios, including a severe
but plausible downside scenario, produced
Dy management incorporating mitigating
actions which have in many cases already
been implemented. The Committee has
reviewed the Group’s cash flow forecasts
taking into account available funding
headroum and covenant tests

Under the severe but plausible downside
scenario, while there is sufficient liquidity

in the business for at least 12 months from
the date of approval of these financial
statements, there is the potential for a
covenant breach during the test peniod. This
indicates a material uncertainty which may
cast significant doubt over the Company’s
and Group’s ability to continue as a going
concern without further mitigating actions

The Committee is aware that lenders to the
Group have expressed a strong commitment
to support the business through this difficult
period, including by amending the covenant
test structure to introduce greater flexibility
Moreover. Government measures are also
being implemented to support businesses
economically through the downturn and this
reinforces the Comm'tiee’s view that the
going concern principle remains appropriate
in preparing the financial statements

62

Summarised in the table below are some of the significant issues the Committee considered
during the year in relation to the financial statements. These are separated into items of
particular focus this year and racurring items that the Committee regularly addresses. The
table also sets out the key performance indicators impacted by each of these issues in the
financial statements, their relevance to the financial statements and an assessment of the
degree of judgement required in concluding on each item.

Judgement
Review matters Relevant KPIs Relevance required
Pension accounting Financing charges IAS 19R finance charge Moderate
and disclosure £2.2m (2019: £2.41n)
Net assels o
Net pension liability
£97.6m (2019: £1019m)
Carrying value of Adjusted results Amortisation charge High
intangible assets, Net assets £0.9m (2019: £0.9m)
deferred tax assets ) Net intangible assets
and investments £8.0m (2019: £6.6m)
in subsidiary
) Deferred tax assets
i k
undertakings £20 4m (2019 £215m)
Unrecognised deferred
tax assets £22.2m (2019-
£20.8m)
Investments in subsidiary
undertakings (Company
balance sheet) £62.0m
(2019: £62.0m)
inventory valuations Inventory value Net inventory value Moderate
and provisioning ) £46.1m (2019: £44.3m)
Average working . .
capital ratio Working capital
percentage of sales 23%
Net assets (2019: 23%)
Net liabilities £0.4m
(2019: £0.9m)
Restructuring costs Adjusted results Adjusted operating profit ~ Moderate

RoS%

impact £2.4m (2019:
£2.9m)

RoS impact 1.3% (2019:
1.4%)

PENSION ACCOUNTING AND DISCLOSURE
(RECURRING ANNUAL ITEM: SEE NOTE 18 TO THE FINANCIAL STATEMENTS)

Defined berefit pension scheme accounting is a complex matter. The values disclnsed can
Huctuate materially, particularly in a period of significant changes in gilt yields and interest
rates. The vaiues disclosed are also sensitive to a range of assumptions where judgement is

required. This is illustrated in the tahle helow

Assumption sensitivity

Change in liability

Impact of 0 5% increase in UK discount rates
Impact of 0.5% decrease in UK discount rates
Impact of 0.5% ncrease in UK inflation rates
Impact of 0.5% decrease in UK inflation rates

Impact of 1y=ar higher life expectancy in UK

£12 6m decrease

£14.0m increase

£8.6m increase

£9.4m decrease

£8 9m increase
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As has been the case for a number of
years, the Committee reviews management
estimates which are produced following
independent actuarial advice and are
compared to third-party benchmarks on
the reasonableness of the assumptions
usad. We ensure the Group's underlying
assumptions and methodology used in
deriving them are consistent year-on-year
or are justified by experience of the scheme
or by third-party metrics. In respect of the
relatively high mortality assumption. the
Committee considered scheme-specific
data which underpins and supports the
level of mortality assumed by the Group.
The Committee was satisfied that the
assumptions are within an acceptable
range and no changes were made to
managerment assumptions.

The Committee has also encouraged
additional disclosure of financial information
in respect of defined benefit pension
schemes. Largely graphical in nature, this

is designed to give greater clarity of the
risks, issues and opportunities in what is a
complex area of accounting: see pages 28
and 29 of the Finance Director’'s Review.

The Committee has reconsidered the
treatment of financing charges and
administration costs of the ciosed defined
benefit pension schemes for the purposes
of assessing underlying performance as
reported in adjusted operating profit and
adjusted EMS. The costs mvolved relate to
closed legacy pension schemes that have
no bearing or relevance to understanding
the underlying performance of the ongoing
business. However, the Commitiee. after
considering professional advice, has
conctuded that in order to provide greater
comparability in financial reporting with
other similar businesses. Renold will no
longer exclude pension costs from adjusted
results. Prior year numbers have been
restated to be consistent with this approach.

While the level of judgement on
assumptions used in arriving at the pension
deficit numbers is considered to be low as
these use known published data/indices,
there are more factors to be considered in
determining the disclosure: hence the overall
judgement required is viewed as moderate.

STRATEGIC REPORT
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CARRYING VALUE OF
INTANGIBLE ASSETS,
DEFERRED TAX ASSETS AND
INVESTMENTS IN SUBSIDIARY
UNDERTAKINGS

(RECURRING ANNUAL ITEM: SEE
NOTES 7, 8 AND 17 TO THE FINANCIAL
STATEMENTS)

The Group holds a number of valuable
intangible assets such as goodwill and
deferred tax assets. In addition, the parent
Company and other Group companies hold
investments in various subsidiaries (which
are relevant in their individual statutory
accounts as opposed to the consolidated
financial statements).

The judgements on the carrying value of
these assets are a key area for Committee
scrutiny as carrying values are based on
discounted estimates of future profitability
over a number of years and hence are highly
sensitive 10 the assumptions used.

These are areas where manageinent
estimates play a key role in supporting

the carrying values reported in the

balance sheet. The Committee reviews the
assumptions underlying the discounted cash
flow. The details of the impairment reviews
performed are in Note 7. Short-term cash
flows are confirmed by reference to the
Board-approved budget for the following
year and sense checked against the longer-
term Strategic Plan.

As part of the review of defined benefit
pension accounting, the Committee also
reviews the carrying value and recoverability
of the related deferred tax assets. The
Committee was satisfied that the extended
duration of the pension liabilities in Germany
and the UK, and their priority in recognition,

- ustified the extended recovery periods for

the associated deferred tax assets which
were also fully supported by expectations of
future taxable profitability.

INVENTORY VALUATIONS AND
PROVISIONING

(RECURRING ANNUAL ITEM: SEE NOTE
11 TO THE FINANCIAL STATEMENTS)
As a manufacturer, the Group adds value

to raw materials as part of its normal
production processes. In order to provide
shorter lead times and better customer
service. the Group also holds a significant
amount of stock. Inventory therefore
represents a material component of the
Group’s balance sheet. The basis of valuation
includes the allocation of amounts for

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

labour and overhead costs which require
the exercise of management judgement.
The overall process is governed by
accepted accounting methodologies for the
absorption of labour and overheads into
stock. While these methodologies help to
reduce risk. based on the scale of inventory
holdings and the extensive product range,
the overall level of judgement required is
assessed as moderate.

The Committee reviews both the valuation
bases and the application of the Group's
policy on providing for slow-moving and
obsolete stock. The Cominitiee reviews
both the rules governing the automatic
generation of provisions based on the age
of stock and any management judgemental
overrides. The Committee is satisfied that
the net book vatue shown in Note 11is
appropriate and that any management
judgements formed in arriving at those
values are reasonable.

VIABILITY STATEMENT

(RECURRING ANNUAL ITEM: SEE

PAGE 37)

The Board is required to assess the
prospects of the Company over a period
longer than 12 months from the approval of
the financial statements.

In addition to assessing that the Going
Concern basis remains appropriate for

the financial statements. the Committee
has helped the Board prepare the Viability
Statement and the period over which it
will apply. The Committee considered the
Strategic Plan and sensitivities against it in
preparing the Viability Statement as well
as the appropriateness of the three-year
review period. The Company’s current
position and principal risks were also
reviewed in detail by the Committee prior to
advising the Board.

The Company’s full Viability Statement

can be found on page 37 of the Strategic

Report. Other recurring matters reviewed

by the Committee:

e Corporate risk-reporting processes and
action plans;

¢ The annual process for control self-
assurance and reporting;

*  Reviewing medium-term financial
planning assumptions: and

¢ The ongoing programme to improve the
efficiency of financial control processes
in the business.
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RESTRUCTURING COSTS

(CURRENT YEAR FOCUS ITEM:
SEE NOTE 2(C) TO THE FINANCIAL
STATEMENTS)

The STEP 2020 Strategic Plan envisaged a
number of years of restructuring activity
within the Group. Each year the Committee
focuses on and challenges management's
allocation of costs and credits between
adjusting and ordinary items. We ensure
that the adjusting items genuinely need

to be excluded sv as to allow users of the
accounts to form an accurate assessment of
the performance of the underlying business.

We concluded that the net charges were
sufficiently material and not related to
the underlying business so as to require
separate disclosure

INTERNAL CONTROL, RISKAND
COMPLIANCE

We regularly evaluate the integrity of
financial reporting and the robustness of
internal controls to ensure compliance with
apphcable legal and internal requirements.
We also review the Group's policies and
procedures for identfying material business
risks and action plans aimed at reducing the
likelihood of risks crystallising and mitigating
the impact if they do.

Following the identification of historical
accounting issues in the Gears business

unit, the Committee has considered the
findings of the independent investigation
and the recommendations from the Group's
Auditor and ensured that appropriate
improvements to the control environment
have been implemented. The specific actions
implemented have been outiined earlier in
this report.

The Executive Risk Management and
Monitoring Committee (ERMMC) receives
regular reports from the Group Head of Risk
and Assurance to convey the status of risk
profiles and actions arising from the risk
assessment process. The ERMMC reports
the results of its meetings to the Committee.

Further details of our internal controt and
risk management systems, including the
financial reporting process. can be found on
pages 30 and 31. Our primary risk factors
are shown in the Strategic Report on pages
321036

CONFIDENTIAL REPORTING
PROCEDURES AND WHISTLE-
BLOWING

The stewardship of the Group’s assets and
the integrity of the financial statements
are further supported by confidential
reporting and whistle-blowing procedures.
The Committee reviews these procedures
once a year to ensure that appropriate
processes are in place to treat complaints
confidentially and implement proportionate
and independent investigations in all cases.
The Committee is diligent in ensuring a
high degree of visibility and accessibility of
whistle-blowing communication methods
to all staff. including first-hand inspection
during site visits.

The Committee considers the number and
nature of reports received in the year ta
be small in number and scale of risk in
comparison to businesses of a similar size
and geographical distribution.

INTERNALAUDIT

The Commiittee receives and considers
reports on the control environment from
the Group Head of Risk and Assurance.
These reports highlight key improvement
themes and recommend areas for business
focus, with additional observations provided
around root cause analysis and cultural

and behavioural themes. In addition, the
Committee has visibility of management
responses and action tracking via the
Group's Integrated Risk Management
System at each meeting. The annual internal
audit plan, which contains iandatory,
risk-based and cyclical review has been
revised following the identification of
accounting issues in the Gears business unit.
with a greater focus on financial control

and compliance.

I the new financial year, the annual internal
audit plan will include site financial control
audits, site health and safety auclits and
project assurance.

The Committee also undertakes an annual
review of the effectiveness of the internal
audit function.

EXTERNAL AUDIT

The Committee is responsible for overseeing
relations with the external Auditor, including
the approval of their terms of engagement.
and makes recommendations to the Board

on their remuneration and appuointment and,

where appropriate. reappointment based
upon reviews of audit effectiveness.

Details of total remuneration for the Auditor
for the year. including audit services,
audit-related services and other non-audit
services. can be found in Note 2(b) to the
consolidated financial statements.

AUDITOR INDEPENDENCE AND
OBJECTIVITY

The independence of the external Auditor

is essential to the provision of an objective
opinion on the true and fair view presented
in the financial statements. Auditor
independence and objectivity is safeguarded
by limiting the nature and value of non-audit
services performed by the external Auditor.
The Group has a policy of not recruiting
senior employees of the external Auditor.
who have worked on the audit in the past
two years, to senior financial positions
within the Group. and the rotation of the
lead engagement partner at least every

five years. The current lead engagement
partner was appointed during the audit
tender process in 2015 and this is therefore
the fifth year end he has been in post. The
Committee will work with Deloitte to ensure
there is no compromise in the suitability,
independerice and objectivity following the
rotation of the lead engagement partner
ahead of the audit process for the year
ending 31 March 2021

NON-AUDIT SERVICES
PROVIDED BY THE EXTERNAL
AUDITOR

The Committee is responsible for ensuring
that an appropriate relationship is
maintained between the Group and the
external Auditor. Non-audit services can only
be provided by the external Auditor if there
is nu potential conflict of interest or material
risk of values being included in the financial
statements that have been both advised on
and audited by the external Auditor.

To safeguard the independence and
objectivity of the Auditor, the Committee
has approved a policy on non-audit services
provided by the Auditor in line with
professional practice and in accordance with
ethical standards published by the Audit
Practices Board of the Financial Reporting
Council. Control of non-audit services is
exercisad by ensuring that all non-audit
services where fees exceed an agreed limit
are subject to the prior approval of the
Committee. The policy is available on the
Company’s website, www renold.com.
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During the year ended 31 March 2020, the
Committee continued with the appointment
of other accountancy firms to provide non-
audit services to the Group and anticipates
that this will continue during the year ending
31 March 2021.

Total non-audit services provided by Deloitte
during the year ended 31 March 2020 were
£nil (2019: £0.1m related to work in support
of moving the Company’s listing to AIM),
Total audit and audit-related fees include the
statutory audit fee and fees paid to Deloitte
for other services which the external Auditor
is required to perform. Examples might
include reporting to banking partners in
territories where no statutory accounts are
required to be prepared. Non-audit fees
represent all other services provided by
Deloitte not included in the above. There
ware no significant non-audit services
provided by Deloitte in the year.

The Committee also discussed the

overall level of fees and considered them
appropriate given the current size of the
Group. The Committee is satisfied that
the tevel and scope of non-audit services
undertaken by the external Auditor does
not impair its independence or objectivity
and considers that the Company receives
particular benefit from the advice provided
by its external Auditor, given its wide and
detailed knowledge of the Group and its
international operations.

AUDIT FOCUS

To ensure appropriate focus on key risk
areas identified by the Committee. the
proposed external audit plan is challenged
before the audit coimmences to ensure
that Deloitte has developed appropriately
targeted audit procedures. These are closely
aligned with the current year focus items
noted above in the section entitled Main
activities of the Committee during the year.
They also reflect the relative changes in
profitability and materiality of each of the
Group's operating units during the year

(in some cases as a result of the ongoing
restructuring activities).

ASSESSMENT OF
EFFECTIVENESS OF EXTERNAL
AUDIT

The Committee has a formal system

for evaluating the performance and
independence of the external Audlitor.
This system involves active dialogue with
the lead engagement partner, a formal
questionnaire and feedback process

STRATEGIC REPORT
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involving senior management in direct
contact with the audit team, and Deloitte’s
response to accounting. financial control and
audit issues as these arise.

The Committee conducts an annual review
of the structure and approach taken in the
external audit, the level of non-audit fees,
and the effectiveness, independence and
objectivity of the external Auditor. This
inciudes consideration of:

* The global external audit process:
e The Auditor's performance;

e The expertise of the firm and our
relationship with them: and

e The resulits of the questionnaire process
noted above.

The results of the review are discussed with
the external Auditor.

Following this year's annual review,

the Committee was satisfied with the
effectiveness, independence and objectivity
of the external Auditar. As noted below, the
Comimittee has made a recommendation

to the Board to reappoint Deloitte as the
Group's external Auditor and a resolution to
that effect will be included in the ordinary
businass of the AGM to be held on 24 July
2020. There are no contractual obligations
restricting the choice of external Auditor nor
has the Company entered into any Auditor
liability agreements.

AUDIT INFORMATION

Having made the requisite enquiries, so far
as the Directors in office at the date of the
approval of this report are aware, there

is no relevant audit information of which

the Auditor is unaware and each Director
has taken all reasonable steps to make
themselves aware of any relevant audit
information and to establish that the Auditor
is aware of that information.

FAIR, BALANCED AND
UNDERSTANDABLE: THE
ROLE OF THE DISCLOSURE
COMMITTEE

As part of the process of ensuring that

all disclosures made by the Company are
timely, accurate and importantly meet

the ‘fair, balanced and understandable’
requirement, the Group maintains a
Disclosure Committee whose membership
includes the Chairman of the Audit
Committee {as Chair). the Group Finance
Director. the Group Financial Controller and
the Company Secretary.

FINANCIAL STATEMENTS
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The consideration of the fair, balanced
and understandable requirement is
detailed on page 58. In summary, the
Disclosure Committee carried out the
following activities.

* All those contributing to the Annual
Report and Accounts were briefed on
the reguirements of the UK Corporate
Governance Code with specific
emphasis on the fair, balanced and
understandable requirement.

e A number of senior managers who were
knowledgeable about the business, but
otherwise not significantly involved in
the preparation of the Annual Report
and Accounts, each performed an
independent review of the draft Annual
Report and Accounts. The feedback
and comments received as a resuit
were reviewed and amendments
made accordingly.

* Asinprevious years, a documented
verification file of all substantive facts
and assertions is maintained and
reviewed for completeness prior to
finalisation of the Anhual Report
and Accounts.

The Disclosure Committee presents its
findings and recoimrmendations to the
Audit Committee as part of its review of
processes to enable the fair, balanged and
understandable statement to be nade.

COMMITTEE EVALUATION

The Committee’s effectiveness is assessed
annually and on the basis of a programme of
continuous improvement. Lessons from the
assessment are used Lo try to improve the
process, but the Committee has concluded
that it acted within its terms of reference and
carried out its responsibilities effectively.

We welcome feedback from shareholders on
this report.

DAVID LANDLESS
CHAIRMAN OF THE AUDIT COMMITTEE

16 June 2020
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As previously announced on 12 May 2020,
we are pleased to confirm that James
Haughey will be joining Renold to replace
lan Scapens as Group Finance Director.
We are confident that our current Board is
balanced and has a wide range of relevant
skills, knowledge and experience. We are
committed to maintaining and building on
this broad base of skills, and continue to

facus on enhancing our succession planning.

KEY OBJECTIVES

In support of the Board’s duty of good
stewardship, the Committee aims to ensure
that appropriate carporate governance is

1 applied to considering the structure, size

and composition of the Board and the
Board's Committees. Succession planning
is at the top of the Committee’s agenda.
with processes in place to ensure the
Board has a broad and relevant skill set.
The Board is mindful of and supports the
move for greater diversity. However, as
the recent search for a new Non-Executive
Director and for a Group Finance Director
has demonstrated. finding high-quality.
available candidates who add value to our
businesses and increase the diversity of the
Board has proved challenging.

GOVERNANCE

The Committee’s terms of reference were
reviewed and updated following re-listing
on AIM and are available on the Company’s
website, investors.renold.com.

RESPONSIBILITIES

The Committee has delegated authority
from the Board in accordance with it's
terms of reference. The Committee’s
responsibilities include:

» Reviewing the structure, size and
composition of the Board. This includes
assessing skills, knowledge, experience
and diversity of Board members and
any resulting recommendations for
change;

»  Where new appointments of Executive
and/or Non-Executive Directors are
to be made, to lead that process and
identify and nominate candidates to the
Board; and

* Giving full consideration to succession
planning for Directors and other senior
executives, taking account of the
challenges and opportunities facing the
Company.

COMPOSITION OF THE NOMINATION COMMITTEE

Our two Non-Executive Directors are both members of the Committee. which | chair. This
year has seen the retirement of lan Griffiths in November 2019. The Committee meets during

the year as required.

NOMINATION COMMITTEE MEMBERS AND MEETINGS ATTENDED

Meetings
Name Position attended
Mark Harper Chairman 40of4
lan Griffiths' Non-Executive Director 20f3
David Landless Non-Executive Director 4 0of 4
Tim Cooper Non-Executive Director 40f 4

' lan Griffiths attended a!l meetings pror to his retirement in November 2019 other than one which was missed due to

diness.
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POLICY ON APPOINTMENTS TO
THE BOARD AND DIVERSITY

The Cominittee’s primary objective is to
ensure that the Executive and Non-Executive
Directors have the relevant skills, knowledge
and experience to create a balanced and
effective Board and to support the Group

in delivering its overall strategic objectives
This is in paralfel with ensuring that the
costs and composition of the Board reflect
the size of business and its current stage of
development. Our policy extends to ensuring
that the various sub-committees of the
Board also have an appropriate range of
skills and experience to deliver their terms
of reference.

In addition to skilis and experience, we
will also consider factors such as how

an individual's personal attributes would
complement and enhance the diversity on
the Board. For the appointment of Non-
Executive Directors, additional factors for
consideration include independence and
time commitment.

The Board is aware of the need to consider
the benefits of diversity on the Board in all
its aspects. The Board continues to believe
that it is not appropriate to set measurable
objectives for the implementation of the
diversity policy at this time. In any future
changes to its composition, the Board will
continue to be mindful of the issues of
diversity, including gender, and these factors
will be taken into account alongside the
overriding objective of appointing the best
possible candidate for the role.

In selecting candidates for the shortlist
for any appointment, the Board always
considers candidates fron a wide range
of backgrounds and on merit and against
objective criteria.

A formal and rigorous process is followed
during the recruitment process for a

new Director. The process for making
appointments commences with the
evaluation process described above.

The Committee will then seek to identify
suitable candidates, usually with the use of
external recruitment consultants or. where
appropriate, the use of open advertising.
The Board supports the engagement of
executive search firms who have signed

up to the Voluntary Code of Conduct on
gender diversity and best practice and who
do not have any other connection with the
Company.

STRATEGIC REPORT
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PROCESS FOR SELECTION OF
GROUP FINANCE DIRECTOR

Following receipt of the notice of the
resignation of lan Scapens in November
2019, the recruitiment process for selection
of a Group Finance Director commenced
with the Chief Executive and inyself
initiating an executive recruitment search
in December 2019. engaging Odgers
Berndtson to assist with the process. The
brief was to identify potential candidates
who have appropriate skills and experience
to successfully deliver the role. with a view
to making an appointment which supports
our diversity aspirations, if apprapriate t0
do so. Early on in the process it was made
clear that there was a very smali pool of
candidates who would satisfy the diversity
criteria and that the scale of Renold's
operations would not have appeal to

such candidates.

Alonglist of candidates was prepared in
conjunction with Odgers Berndtson. Thnse
candidates were then interviewed, initially
by the Chiaf Executive and the Group HR
Director with a shorthst of candidates
subsequently interviewed by myself and the
other Directors.

In the meeting held on 23 April 2020, the
Nominations Committee recommended
the appoinument of James Haughey as
Group Finance Director of the Company.
James is expected to start his role during
November 2020.

BOARD COMPOSITION

During the current reporting period, we
experienced a period of change for the
Board. 2019 saw the retirement of lan
Griffiths as a Non-Executive Director and the
subsequent appointment of David Landless
as the Senior Independent Director and Tim
Cooper as Chairman of the Remuneration
Committee. We now have a Board consisting
of five members, with two Executive
Directors and two Non-Executive Directors.

The Committee considers that the current
capahility of the Board has been appropriate
in the current reporting period. This view
reflects the need to defiver exceffent
corporate governance while balancing the
need for cost control as we continue to
progress the Group’s strategy.

FINANCIAL STATEMENTS
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Other than in relation to gender and
ethnicity, the current Board is diverse in
terms of the different skill sets of each
member. These include professional
qualifications and career work experience
but also wider experience relevant to

our global business with most of the

Board members having worked and lived
overseas for significant periods. For further
information, see the chart on page 52.

SUCCESSION PLANNING
AND RESPONSIBILITIES OF
DIRECTORS

Our previously outlined succession
planning enabled an orderly handover

of responsibilities with Tim Cooper
succeeding tan Griffiths as Chairman of the
Remuneration Committee, slightly earlier
than scheduled, in November 2019.

OTHER SUCCESSION PLANNING

| reported last year that the Board is mindful
of its corporate governance obligations

in relation to succession planning, and a
detailed review of succession planning for
the Board and senior management took
place. The review, as it relatad to senior
management, concluded that the continued
strengthening of the management team,
led by the Chief Executive. is ongoing and
will continue to be an area of focus for

the Coinmittee.

EFFECTIVENESS REVIEW

During the year, the Committee has also
carried out its annual evaluation. Again, this
has proved a useful exercise in reviewing
the Committee's work and concluded that it
continues to work effectively

MARK HARPER
CHAIRMAN OF THE NOMINATION COMMITTEE

16 June 2020
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Following the retirement of lan Griffiths,
this is my first report as Chairman of the
Remuneration Committee. | have worked
closely with lan since joining the Committee
and would like to take this opportunity

to thank him for his support and counsel
during this period. It was pleasing to

see the strong investor support for our
remuneration arrangements at the last
AGM and the Committee continues to be
mindful of the views of the Company’s
stakeholders, particularly in these
challenging and fast changing times. In view
of the Covid-19 pandemic, the Committee is
sensitive to developing investor sentiment
around the treatment of executive bonus
and share plan awards and will continue

to monitor this when making new awards
and assessing performance. In particular,
the Committee will use discretion where
circumstances are appropriate, for example
in the event of any potential windfall gains.

The Remuneration Policy as outlined in last
year’s Annual Report and Accounts was
reviewed and approved by shareholders

at the 2019 AGM. The Committee believes
that this policy continues to align executive
remuneration arrangements with the
interests of our shareholders while
supporting the delivery of the Company’'s
Strategic Objectives.

STRUCTURE OF OUR
DIRECTORS' REMUNERATION
REPORT

This report is on the activities of the
Remuneration Committee for the period to
31 March 2020. it sets out the Remuneration
Policy and remuneration details for the
Executive and Non-Executive Directors

of the Company. It has been prepared in
accordance with Schedule 8 of The Large
and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008 as
amended in August 2013.

Our report is structured in the following
sections after this Annual Statement:

¢ The Committee and its Activities, which
sets out the responsibilities and work
undertaken by the Remuneration
Committee.

e The At a Glance section, which gives an
easily accessible overview of this year’s
Directors’ Remuneration Report.

¢ The Directors’ Remuneration Policy.
which sets out the Company’s policy
on Directors’ remuneration which is
intended to apply for three years from
the 2019 AGM.

e The Annual Report on Remuneration,
which shows the implementation of the
Directors’ Remuneration Policy during
the year ended 31 March 2020 and how
it is proposed to be applied for the year
ending 31 March 2021.

The Directors’ Remuneration Policy was
approved at the 2019 Annual General
Meeting on 20 September 2019 and took
effect from this date. The Annual Report
on Remuneration provides details on
remuneration in the period and other
information required by the Regulations. ft
will be subject to an advisory shareholder
vote at the 2020 Annual General Meeting.

The Companies Act 2006 requires the
Auditor to report to the shareholders on
certain parts of the Directors’ Remuneration
Report and to state whether. in their
opinion, those parts of the report have been
properly prepared in accordance with the
Regulations. The parts of the Annhual Report
on Remuneration that are subject to audit
are indicated in that report. This Annual
Statement, the At a Glance section and

the Directors’ Remuneration Policy are not
subject to audit.

In this Annual Statement | summarise
the main outcomes in the year for the
remuneration of the Executive Directors
and also the continued application of the
Remuneration Policy.
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KEY REMUNERATION
OUTCOMES FOR THE YEAR

Following no increases in the Chief
Executive’s salary since his appointment
in January 2013, a review was undertaken
in the year, resulting in a 3.3% increase.
effective from 1 August 2019. The Grotp
Finance Director’s salary has remained
unchanged in the year to 31 March 2020.

The key outcomes under the elements of
variable pay for the year are:

* Annual bonus: Partially as a result of the
impact of the Covid-19 pandemic, the
Company delivered a reduced ERITDA
in the year, and net debt increased,
reflecting a number of factors including
the purchase of the joint venture share
of the Indian Chain company.

The Committee assessed performance
against adjusted EBITDA and net

debt targets (both based on constant
budgeted exchange rates) set at the
beginning of the year. as follows. The
adjusted EBITDA for the year ended

31 March 2020 of £22.1m.was below
the target range of £23.3m to £25.3m.
Average net debt during the year was
£39.2im and was above the bonus
maatrix target threshold of £38.4m. In
accordance with the rules of the bonus
scheme, the Committee concluded that
no bonus was earned or payable.

¢ PSP:The performance period for the
PSP awards granted in June 2017 ended
on 31 March 2020. The performance
conditions required growth of 10%
per year in adjusted EPS for threshold
vesting. Adjusted EPS decreased over
the testing period from 3.0p for the
period ended 31 March 2017 to 2.9p
(measured on a basis consistent) for
the period ended 31 March 2020, and
therefore the awards will not vest.

STRATEGIC REPORT
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RESPONSE TO THE COVID-19
PANDEMIC

As outlined in the Chief Executive's Review on
page 16, a broad range of corporate actions
have been implemented in response to the
unigue circumstances arising as a result of
the Covid-19 pandemic. Specifically in relation
to remuneration, the Executive Directors
have elected to take a reduction in salary

of 25% and the Non-Executive Directors a
reduction in fees of 20%. commencing on

1 April 2020 for an initial four-month period.
The duration of this voluntary reduction

will be reviewed periodically and may be
extended or reduced.

EXECUTIVE DIRECTOR
CHANGES

As announced in November 2019, lan
Scapens has resigned and will step down
from his role as Group Finance Director in
June 2020. lan will not be entitled to

any bonus in respact of the year ending
31 March 2021 and all outstanding LTIP
awards will lapse.

As announced on 12 May, James Haughey
will replace tan as Group Finance Director
and is expected to be appointed in
November 2020. His remuneration package
will be aligned with that of lan, including

a salary of £200.000. but with a reduced
pension entitlement at 7.5% of salary, which
is aligned with the pension provision for the
wider UK workforce.

REMUNERATION POLICY

The Directors’ Remuneration Policy was
amended and approved by over 99% votes
in favour at the 2019 AGM and itis intended
that it will continue to apply until its expiry
three years later.

The Comimittee believes that the
Remuneration Policy aligns executive
remuneration arrangements with the
interests of our shareholders while
supporting the delivery of the Company’s
Strategic Objectives.

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

Good progress has been made under the
Strategic Plan, but there remains much to do
to fully deliver upon the Strategic Objectives
of the Group. However, the Committee firmly
believes that the Long Term Incentive Plan
{LTIP) continues to appropriately incentivise
the Executive Directors and supports the
delivery of the Strategic Objectives. In
addition, the shareholding requirements

for Executive Directors will continue to align
management’s interests with those

of shareholders.

The Committee believes that the structure
and implementation of total remuneration
for the Executive Directors is market
competitive with companies of a similar
size and complexity, and consistent with
maintaining support for the Company’'s
cash position. Under the implementation of
the Remuneration Policy. LTIP awards are
solely based on EPS targets aligning to the
Group’'s objective of delivering improving
shareholder returns.

The Committee continues to focus on clear
reporting of past remuneration and future
policy. We are aware that the landscape for
executive pay is changing. We will respond
to changes and best practice as they
develop in so far as they are appropriate to
the Company's governance regime.

TIM COOPER
CHAIRMAN OF THE REMUNERATION COMMITTEE

16 June 2020
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Directors Remuneration Report

The Committee and its Activities

This section of our report describes the membership of the Committee, its key responsibilities
and principal activities during the year. It forms part of the Annual Report on Remuneration
section of the Directors’ Remuneration Report.

REMUNERATION COMMITTEE COMPOSITION AND MEETINGS
ATTENDED

The members of the Committee are the Non-Executive Directors, all of whom are considered
by the Board tu be independent. Members of the Committee during the year are set out below
and further biographical details can be found on pages 50 and 51.

The Committee’s terms of reference require meetings to be held at least twice a year. This
year. the Committee met on six occasions.

REMUNERATION COMMITTEE MEMBERS AND MEETINGS ATTENDED

Meetings
Name Position attended
lan Griffiths® Chairman (resigned November 2019) 3of4
Tim Cooper Non-Executive Director and Chairman from November 6of6
2019
David Landlass  Non-Executive Director 60f6

! Ian Griffiths attended all meaungs prior 12 his resigraton ir Novernoer 2019, ather than one ineeting which was missed
due tw nlness.

The Executive Directors, the Chairman of the Board and the Group HR Director attend
meetings by invitation. PwC, the external advisers tw the Commitiee, also attend meetings by
invitation. Further details in relation to PwC's engagement as adviser to the Committee can be
found below. Na Director is involved in deciding his own remuneration. whether determined
by the Committee or, in the case of the Non-Executive Directors. by the Board.

GOVERNANCE

The terms of reference of the Comimittee were reviewed during the year and have been
updated to reflect the re-listing on AIM. The terms of reference are available on the Company’s
website, investors.renold.com. None of the Committee inembers have any personal financial
interest (other than as shareholders) in the matters to be decided or any conflict of interest,
cross-directorships or day-to-day involvement in the running of the business.

An evaluation of the Committee was undertaken during the year ended 31 March 2020 and
this review concluded the Committee has operated effectively. :

The Company’s Auditor s required to report un certain parts of the Directors’ Remuneration
Report and to state whether, in its opinion, those parts of the report have been properly
prepared in accordance with the relevant accounting reguiations. Audited sections of the
report are indicated accordingly.

KEY RESPONSIBILITIES OF THE COMMITTEE

The Committee has delegated authority from the Board. The Committee’s responsibilities
include:

e Determination on behalf of the Board. and within agreed terms of reference set by the
Board. the overall remuneration packages for the Executive Directors and the Chairman,
and the terms of the service contracts and all other terms and conditions of employment
of the Executive Directors.

¢ Ensuring that executive pay is strongly aligned to the Company’s business priorites and
the interests of shareholders. The Remuneration Policy is designed to attract, motivate
and retain individuals who will deliver strong performance for all of our stakeholders. The
Committee takes into account the pay and employment conditions of employees within
the Group when determining the Executive Directors’ remuneration

ADVISER TO THE COMMITTEE

During the year, the Comnmittee received
independent advice from PwC in relation to
remuneration reporting, operation of the
Company’s share plans, advice on long-term
incentive performance measurement and
information on market trends in executive
remuneration. Total fees for services
provided over the year amounted to £17.250.

PwC was appointed by the Committee

in 2014 following an assessment and
interview process and has advised on
various issues including Remuneration
Policy. the regulations governing reporting
on remuneration and updating the
Committee on trends in compensation
matters. Fees charged have been on a
retainer basis in addition to time-spent fees,
where appropriate. Pw( is a member of

the Remuneration Consultants Group and
adheres to that group's Code of Conduct.
PwC has provided internal audit, tax and
pensions-related services to the Company.
The Committee has chosen to retain PwC as
its adviser

The Committee is satisfied that the advice
given on executive remuneration is objective
and independent and that no conflict of
interest arises as a result of these services.

In addition to external advice received

from PwC, the Committee consulted and
received reports from the Group Finance
Director and the Group HR Director. At all
times, the Committee recognises the need
to identify and manage conflicts of interest
when receiving reports from, or consulting
with. the Executive Directors or members of
senior management.
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MAIN ACTIVITIES OF THE COMMITTEE DURING THE YEAR

This year, the Committee discussed the following themes and agenda items in accordance with its terms of reference:

Theme

Agendaitems

Best practice

Considering the current UK corporate governance environment and the implications for the Company

Annual Report on
Remuneration

Considering and approving the Annual Report on Remuneration to be put to shareholders

Executive Directors

Reviewing the base salaries payable to each of the Executive Directors

Reviewing performance under the annual bonus scheme and consideration of any bonuses payable for the
financial year ended 31 March 2020

Approving the annual bonus structure, quantum and performance targets for the financial year ending
31 March 2021

Approving the awards made under the Company’'s Performance Share Plan (PSP) during the year

Recommending the remuneration package for James Haughey

Chairman

Reviewing the fee payable to the Chairman

Committee performance

Reviewing the Committee’s performance

Performance of external
advisers

Reviewing the perforinance of PwC and considering whether to retain them as external remuneration
consultants

Policy

Reviewing and determining administrative amendments to the Company's PSP scheme rules

Terms of reference

Reviewing the Committee’s terms of reference to ensure that such terms are consistent with and in compliance
with the QCA Code and the AIM Rules for Companies

71
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Directors’ Remuneration Report
At a Glance

OUR REMUNERATION PRINCIPLES AND ELEMENTS OF REMUNERATION

Attract, retain and motivate Executive Align Executive Director pay to Company
Principle Directors to deliver high performance strategy and performance
Elements . e Fixed pay Short-term variable
s Basesalary s  Annual bonus
* Pension Long-term variable
e QOther benefits o PSP
Purpose e Provide appropriate level of minimum pay ¢ Drive annual Company performance
commensurate with role »  Align to earnings generation and shareholder value

HOW WE HAVE PERFORMED THIS YEAR

Element Measure Threshold target Maximum target Actual
Bonus' Adjusted EBITDA £23.3m £25.3m £22.1m
Average net debt £38.4m £35.9m £39.2m

PSP Growth in adjusted EPS 10% p.a. growth 15% p.a. growth 1%? p.a. decline

! The actual” emounes disclosed are caloulated using constant budgeted exchange rates m accordance with the rules of the Scheme.
“ Measured on & consistent basis.

SINGLE TOTAL FIGURE OF REMUNERATION FOR EXECUTIVE DIRECTORS

Salary Benefits Bonus LTIP Pensions Total 2020 Total 2019
Executive Directors (£'000) (£'000}) (£'000) (£'000) (€'000) (€'000) (£'000}
Robert Purcell 307 25 - - 46 378 434
lan Scapens 200 13 - - 30 243 283

72 - ce e . -



QVERVIEW

GOVERNANCE

STRATEGIC REPORT

GOVERNANCE

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

Directors’ Remuneration Report

Directors’ Remuneration Policy

INTRODUCTION

This section of the Directors’ Remuneration
Report (from pages 73 to 77) sets out the
Company’s Remuneration Policy for the
remuneration of its Directors as adopted by
the Company at the 2019 AGM.

The application of the current policy for the
year ended 31 March 2020 is set out in the
Annual Report on Remuneration on pages

78 10 83.

POLICY REVIEW/TIMING

This Policy Report describes the principles
and policy that will be used to set and
manage the Directors’ remuneration with
effect from 20 September 2019, and itis
intended this Policy will apply for three
years from the date of the 2019 AGM.

1

| Remuneration Purpose and link

element

BASE SALARY Competitive salaries
to attract, retain
and motivate those
responsible for

. executing strategy
while ensuring the
Company pays
no more than is
necessary.

tocorporate strategy

REMUNERATION PRINCIPLES
FOR EXECUTIVE DIRECTORS

Our Directors’ Remuneration Policy has been
designed to deliver two key aims :

To attract. mativate and retain executives
who will deliver high perforinance for all
our stokeholders.

We believe the mix of our remuneration
package provides an appropriate and
balanced set of rewards. Executive reward
at Renold is relatively modest compared to
our peer group and this has been validated
by independent third parties. This is
consistent with the key Strategic Objective of
lowering our breakeven point - this applies
to executive pay as much as it does to any
business expenditure. However, we are
careful to ensure that appropriate incentive
opportunities remain for sustainable
improvements in business performance.

To ensure a close alignment of executive
poy to the Company’s Strategic Objectives
and perforinance.

We review our incentive plans each year

to ensure they remain closely aligned with
the Company’s Strategic Objectives and our
shareholders’ interests, while continuing to
motivate and engage the team leading the
Company to achieve stretching targets.

In addition. we aim to make the
remuneration framewaork for Executive
Directors relatively simple - the incentive
plans are therefore limited to an annual
bonus and the PSP.

POLICY TABLE

Based on our view of current market
practice, and the principles of our
Remuneration Policy, we have established
the Remuneration Policy set out in this
report. The following table summarises the
fixed and variable elements of remuneration
for the Executive Directors.

Maximum potential value
and payment at threshold/

Operation of the element

Paid in 12 equal monthly

. review basis.

Reviewed annually and

Performance metrics

None.

instalments during the year.
The policy is to provide lower
quartile salary for comparable
jobs in manufacturing
companies of a similar size,
influenced by:

* Role, experience and
performance:

* (Changes in broader
workforce salary; and

* Salaries payable in similar
companies.

typically set on 1 August each
year.

Annual rate for each
Executive Director is set
out in the Annual Report on
Remuneration.

Salary increases for
Executive Directors will be
set with reference and regard
to the rate of pay increase
for the UK workforce. Higher
increases may be awarded

if an individual falls behind
market competitive levels or
following recruitment into
arole at a below-market
rate until the individual is
aligned with market levels
or due to a change in role

or responsibilities. Such
increases will be explained in
the Remuneration Report.
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Directors’ Remuneration Report

Directors’ Remuneration Policy

. Remuneration.
' element

BENEFITS

Purpose and link
to corporate strategy

As base salary
ahove.

. Benefits are non-

pensionable.

Operation.of the element

Paid monthly or as required for
one-off events, consisting of:

* Fully expensed company
car (or cash equivalent).

e Private medical insurance.

e Lump sum death-in-
service benefit of five
times base salary.

Reasonable relocation

expenses will be provided in

line with market practice.

The Committee may change

the benefits offered in fine

with local market practice or
business needs.

Maximum potential value
and payment at thréshold/
review basis

Car benefit is reviewed
annually and set on 1 August
each year in line with the
Company’s car policy.

The maximum opportunity
for other benefits is defined
by the nature of the

henefit itself and the cost

of providing it. As the cost
of providing such benefits
varies according to premium
rates and the cost of other
benefits is dependent on
market rates and other
factors. there is no formal
maximum monetary value.

Performance metrics

None.

PENSION

As base salary
above.

The Company makes pension
provision in the form of
membership of the Company’s
pension scheme, annual
contributions to personal
pension arrangements or cash
supplements in lieu of pension.

Cash allowances or pension
contribution of up to 15% of
base salary.

None.

ANNUAL BONUS

To incentivise
delivery of the
corporate strategy
and reward
delivery of superior
performance.

Bonuses are not
pensionable.

Annual bonuses are paid
shortly after the end of the
financial year end to which
they relate.

Bonuses are normally payable
in cash but the Committee has
flexibility to introduce a share-
based deferral if it deems it
appropriate.

Maximum bonus payments are
made only on the achievement
of outstanding performance.

Performance targets are set at
the start of the financial year
and the level of bonus paid is
determined by the Committee
after the year end based on
performance against targets.

Part or all of the cash bonus
may be forfeited or clawed
back should exceptional
circumstances occur. Such
circumstances include but

are not limited to: fraud,
misconduct. significant
misstatement of financial
results or incorrect calculation
of performance conditions.

Maximum annual bonus
payable is 100% of base
salary.

No bonuses will be payable
unless a minimum level of
financial performance has
been achieved.

Threshold performance
results in nil bonus being
awarded and on-target
performance results in 50%.
of the maximum bonus being
awarded.

The bonus may be based
on a range of financial,
non-financial and personal
targets as set by the
Committee from year to
year. Financial targets will
comprise at feast half of
the bonus.

Details of the targets
set will be setout in

the Annual Report on
Remuneration following
the end of each financial
year.

The Committee has

the right to exercise

its discretion fairly and
reasonably in assessing the
bonus outcome. including
making adjustments

for exceptional events
occurring during the year.

The Comrnittee has the
discretion to vary the
performance metrics over
the life of this policy.
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element

PSP

OVERVIEW

Purpose and link
to corporate strategy

To incentivise
delivery of long-
term shareholder
value.

STRATEGIC REPORT

Operation of the element
Key features of the PSP are:

Conditional share awards
or nil-cost options.

¢ Qutstanding commitments
to issue new shares under
all share plans operated by
the Company are subject
to a maximum of 10% of
the Company’s issued
share capital in any ten-
year period.

e The PSP includes the
ability to grant options
under an HM Revenue
& Customs approved
schedule.

* Part or the whole of
the PSP award can be
recoverad prior to vesting
should exceptional
circumstances occur. Such
circumstances include:
fraud, misconduct,
significant misstatement
of financial results or
incorrect calculation of
performance conditions.

GOVERMANCE

- Maximum potential value

and payment at threshold/
review basis

Chief Executive - up to 200%
of base salary each year.

Group Finance Director - up
to 100% of base salary each
year.

Vesting is dependent on
performance conditions. On
achievement of threshold
performance no more than
25% of the award vests.

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

Performance metrics

The performance
conditions can include

one or more financial,
non-financial and strategic
measures, as determined
by the Committee from
year to year.

In exceptional
circumstances, the
Committee has discretion
to change the performance
measures, targets and
weightings between
measures during the
performance period if
there is a significant
event which causes the
Committee to believe that
the vriginal conditions are
no longer appropriate.
Any amendments

would be such that the
new conditions are not
materially less difficult to
satisfy than the original
conditions.

The Committee also has
discretion to reduce the
percentage that vests in
cases where it believes
the outcome of the
performance conditions is
not a fair reflection of the
Company’s performance.

SHAREHOLDING
REQUIREMENT

To strengthen the
alignment between
the interests of
Executive Directors
and those of
shareholders.

Executive Directors have five
years to build the minimum
holding.

Unvested PSP or deferred
shares are not taken into
account. Share price is
measured at the end of each
financial year.

Executive Directors are
expected Lo retain all vested
share awards, except those
sufficient to satisfy income
tax and National Insurance
contributions, to the extent
that the shareholding
requirement is not met.
Share-based incentives

will be used as the only
compulsory method to build up
shareholdings.

Chief Executive - 200% of
base salary.

Other Executive Directors -
100% of base salary.

None.
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Directors’ Remuneration Policy

SHAREHOLDER VIEWS

The Committee welcomes the views of
shareholders in respect of pay policy as
well as thnse views expressed on behalf

of shareholders by their respective proxy
advisers. The Committee documents all
remuneration-related comments made at
the Company’s AGM and feadback received
during consultation with shareholders
throughout the year. Any feedback received
is fully censidered by the Committee and
amendments may be made (o remuneration
policy where thought necessary.

DISCRETION OF THE
COMMITTEE

The Committee has discretion in various
areas of policy as set out in this report.
The Committee may alsc exercise
operational and administrative discretions
under relevant plan rules approved by
shareholders as set out in those rules. In
addition. the Committee has the discretion
to aimend the implementation of policy with
regard Lo minor or administrative matters
where it would be, in the opinion of the
Committee, disproportionate to seek or
await shareholder approval.

DIFFERENCES IN
REMUNERATION POLICY FOR
ALL EMPLOYEES

All employees of the Group are entitled to
hase salary and benefits in line with local
country statutory requirements. The Group
operates a number of pension plans for
employees which it operates in line with
local market practice. Some employees in
senior roles are entitled to participate in
an annual bonus scheme. The maximum
opportunity avaiiable is based on the
seniority and responsibility of the role

Condiional share awards or nil-ccst options
are only available to nominated senior
executives and Executive Directors.

STATEMENT OF
CONSIDERATION OF
EMPLOYMENT CONDITIONS
ELSEWHERE IN THE GROUP

The Committee has access, upon request,

to details of remuneration terms for the
employee population ac-oss the Group.
Significant changes to existing remuneration
practice in the Group wouid be brought to
the attention of the Committee through the
Group HR Director.
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The Group HR Director consults with the Comnittee on the performance metrics for Executive
Directors’ bonuses, and the Committee approves these.

The Committee approves the grant of all PSP awards across the Group.

The Group does not specifically invite employees to comment on the Directors’ Remuneration
Policy but any comments made by employees are taken into account.

TOTALREMUNERATION OPPORTUNITY

The chart below demonstrates the total amount of remuneration payable to the Chief
Executive. Robert Purcell and Finance Director, lan Scapens. under the proposed Remuneration
Policy for the year ending 31 March 2021 should they achieve minimuin, on-target or maximum
performance The amounts shown represent £'000s, and for share-related elements, are the
face value of awards.

The chart shows that at minimum levels of performance the Executive Directors’ only form of
remuneration is the fixed element of base pay. benefits in kind and pension contributions.

g
1400 . . n
S L6 ® Salary. benefits
= & pensiun
g 1030 P >“l
8 B Annuai benus
S 2] psp
<
3
€
Q
(a g

Robert Purcell

lan Scapens

SERVICE CONTRACTS, REMUNERATION AND EXIT PAYMENTS

As a matter of policy, the lengths of service contracts and notice periods are determined by
the Committee at the time of appointment in light of the prevailing market practice. Details of
the Executive Directors’ terms of appointment and notice periods are as follows:

Expiry date of current term/

Commencement of employment notice period

Robert Purcell 21 January 2013 No specified term/terminable
on 12 months' notice
lan Scapens 3 January 2017 No specified term/terminable

on 12 months' notice

Other than normal payments due during notice periods, there are no express provisions for
compensation nn early termination of the Executive Directors contracts. In the event of eariy
termination, the Company's policy is to act fairly in alt circumstances. The Committee has noted
the Association of British Insurers’ and National Association of Pension Funds’ joint statement

on Executive Contracts and Severance. None of the Executive Directors’ contracts provide for
compensation in the event of a change of control of the Company. Copies of the service cuntracts
are availabie for inspection by shareholders at the Company’s registered office.

CHANGE OF CONTROL

In the event of a change of control. any outstanding awards under the PSP may vest. Awards
will become exercisable immediately. The proportion of award vesting will be determined hy

the Committee based an the proportion of the performance period completed and the extent
to which the performance condition has been met at the date the change of control occurs.

The Committee has discretion to waive any performance conditiun if it considers this
appropriate in the particular circumstances.
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The Carnmittee’s policy for exit payments on a leaver event involving an Executive Director is:

Item Policy

Details

A maximum of 12 months’ salary, pension and

Salary, pension
benefits may be payable.

and benefits

Payments may be subject to mitigation if the leaver finds alternative
employment.

No annual bonus normatly payabie, unless
the Committee uses its discretion to treat as a
good leaver.

Annual bonus

Good leavers are entitled to receive a bonus based on performance to
date of termination, pro-rated for the period of service to termination.

PSP In accordance with the PSP Rules. awards held
by individuals leaving will lapse on cessation
of employment, unless they are classified as a
good leaver. Good leavers are those who leave
for reason of death, retirement, ill-health or
disability. or those for whom the Committee
uses discretion to allow awards not Lo lapse.

Good leavers' awards shall ordinarily vest at the normal vesting date,
pro-rata based on the proportion of the vesting period completed and
based on the extent to which the performance condition has been met

In the event of death, awards vest immediately subject to time
prorating and assessment of performance. The Committee has
discretion 1o accelerate vesting to date of cessation for other good
leavers.

Awards may be exercised within a six-month period following the date
of leaving or vesting if later. In the case of death, the award may be
exercised within a 12-month period following death.

In determining whether an individual
should be treated as a good leaver or a

bad leaver, and in assessing the extent to
which any award will vest, the Committee
will consider the specific circumstances of
the departure. the individual's performance
prior to departure and the performance of
the Company.

APPROACH TO RECRUITMENT
REMUNERATION

In the event of the appointment of a new
Director, the same principles apply as
they do today to the existing Directors.
The remuneration package of any new
Executive Director would therefore
include the elements set out on pages 73
to 75 in accordance with the Company’s
Remuneration Policy and subject to the
same discretions.

The Committee’s approach to recruitment
remuneration is to set the base salary

level in accordance with the Remuneration
Policy and, having taken into account the
individual's experience, the nature of the role
and their existing remuneration package.

Where it is necessary to 'buy vut’ an
individual's awards from a previous
employer. the Commitzee will seek to maich
the value, titning of vesting and type of
awards with replaceiment awards.

Any buy-out awards would be an additional
element of remuneration to the normal
maxima as set out in the Policy table on
pages 73 to 75.

In exceptional circumstances, the

Committee may use discretion to grant an
additional share-option award on joining,
where it helieves such an award is necessary
to secure the recruitment of an

Executive Director

EXTERNAL NON-EXECUTIVE
DIRECTORSHIPS

The Board encourages Executive
Directors to broaden their experience
outside the Company by taking up 2
non-executive directorship.

NON-EXECUTIVE DIRECTORS

The Company’s policy for Non-Executive
Directors’ remuneration is managed by the
Board. Their remuneration is confined to
fees alone, with no performance-related
element. Reasonable expenses are also
reimbursed as incurred.

Fees for the Non-Executive Directors are
determined by the Chairman and the
Executive Directars. The tevel of fees is
reviewed from time to time with regard
to fees paid in comparable organisations
and the time commitment required. The

Chasirman’'s remuneration is determined
by the Committee and is subject to the
same basis of review as the other
Non-Executive Directors.

The letters of appointment for each of the
Non-Executive Directors confirm that their
appointment is for a specified term and
that reappointment is not automatic. When
making a decision on reappointment, the
Board reviews the Non-Executive Director’s
attendance and performance at meetings
and the compuosition and skill of the Board
as a whole. Each Non-Executive Director

is appointed for an initial period of three
years. subject to earlier termination by
either party. Thereafter, the appointment
may be renewed, provided that both the
Non-Executive Director and the Board agree.
Their respective appointments continue on
an annual basis. subject to re-election at each
AGM. The letters of appointiment contain no
provision for payment or compensation on
early termination. Copies of the individual
letters of appointment are available for
inspection by shareholders by appointment
at the Company’s registered office.

77



GOVERNANCE

Directors’ Remuneration Report

Annual Report on Remuneration

INTRODUCTION

This section of the Directors’ Remuneration Report sets out the remuneration paid to Executive Directors and the fees paid to Mon-Executive
Directors for the financial year ending 31 March 2020. This section, together with thé description of the composition of the Committee, which
is set out on page 70 of the report, constitutes the Annual Report on Remuneration. The Annual Report on Remuneration will be subject to an
advisory shareholder vote at the AGM on 24 July 2020.

DIRECTORS’ REMUNERATION (AUDITED INFORMATION)
TOTAL REMUNERATION - SINGLE TOTAL FIGURE TABLE
The total remuneration for each Director for the period and for the prior year is set out below:

Salary Benefits Bonus LTipP Pansions Total
Executive Director {£'000) (£'C0O0; 1£'000) (£000, £000) (£'C00)
Robert Purcell 2020 307° 25 - - 46 378
2019 300 29 60 - 45 434
lan Scapens 2020 200 13 - - 30 243
2019 200 13 40 - 30 283
2020 2013 Charge*

Non-Executive Directors fees £'000 £0006
Mark Harper 121 115 5.2%
lan Griffiths? 28 43 n/a
David Landless® 47 43 9.3%
Tim Cooper* 42 14 n/a

' Rogert Purcell's salary was reviewed during the year, and he was awarded the first pay increase since jomung the Group in January 2013 mncreasing s sslary from £300.000 p s, to
£310 000 p.a. with effect from 1 August 2018,

ian Griffiths resigned on 12 Navember 2016,

P David Landless became the Semior Independent Directer on 12 November 2019, with the increase in fees reflecting this addiuanal role.
i Tim Cooper became Chairman of the Reruneration Commiitee on 12 November 2019,

Changes relate 10 the annual impact of increases and changes in roles outlined in last year's report.

(1) FIXED ELEMENTS OF PAY
(1) BASE SALARY

Following a long period of no salary increases since joining the Group in January 2013, the Chief Executive’s salary was reviewed during the year
and increased to £310.000 from 1 August 2019. The Group Finance Director’s salary was unchanged at £200,000.

The proportion of the Group's basic salary bill attributable to the Executive Directors’ base salaries for the year ended 31 March 2020 was 0.84%
(2019: 0.83%).

(1) PENSION

The Executive Directors’ only pension entitlements are Company contributions equivalent to 15% of base salary. During the year ended 31 March
2020, cash payments of £46,000 (2019: £45,000) and £30.000 (2019: £30,000) were made by the Company to Robert Purcell and lan Scapens.
respectively.

(1) BENEFITS
Benefits received by the Executive Directors during the period included company car or car allowance and private healthcare.

Non-Executive Directors do not receive any benefits.
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(2) VARIABLE ELEMENTS OF PAY - AWARDS VESTED IN THE YEAR
(1) ANNUAL BONUS (PAYABLE IN CASH)

The annual bonus. which is payable in cash, provides the Executive Directors with the opportunity to receive an annual bonus of up to 100% of
base salary on achievement of adjusted EBITDA and average net debt targets. For the year ended 31 March 2020, the annual bonus targets for
Executive Directors were based upon the matrix below.

Average Net Debt (Em)

Adjusted EBITDA (£m) 38.4 377 36.9 36.4 35.9
233 - 15.0% 20.0% 30.0% 40.0%
23.8 . 20.0% 30.0% 35.0% 50.0% 65.0%
24.3 30.0% 45.0% 50.0% 70.0% 90.0%
24.8 45.0% 62.5% 70.0% 82.5% 95.0%
25.3 650.0% 80.0% 90.0% 95.0% 100.0%

Adjusted EBITDA is defined as earnings before interest, tax, depreciation, amortisation, closed defined benefit pension scheme charges and
restructuring costs. Average net debt is the net sum of external borrowings and cash and cash equivalents, measured at each month end to
produce a simple annual average.

The two metrics shown were structured as a matrix such that failure to deliver a minimum result in either metric led to no bonus being
achievable in the other. Similarly. in order to achieve the maximum award, superior performance would be required against both metrics.

For the year ended 31 March 2020, the adjusted EBITDA for the year was £22.1m and the average net debt was £39.2m {measured at budget
exchange rates in accordance with the annual bonus rules). In accordance with the rules of the bonus scheme, the Committee concluded that no
bonus was earned or payable.

(1) PSP AWARDS PERFORMANCE TESTING

The performance period for PSP awards granted on 5 June 2017 campleted on 31 March 2020. The performance conditions applying to these
awards are as follows:

. Threshold Maximum
Award date EPS CAGR % Vesting EPS CAGR % Vosting  FPerformance pertod
5 June 2017 10% 25% 15% 100% 3years to

31 March 2020

EPS decreased by 1% (measured on a consistent basis) per annum between 2017 and 2020. As this is below the threshold growth of 10% p.a..
none of the awards will vest.

(3) VARIABLE ELEMENTS OF PAY - AWARDS MADE IN THE YEAR

Awards made to Executive Directors during the year under the PSP and associated performance conditions are set out below. Awards equal to
200% of salary were made to the Chief Executive. No awards were made to the Group Finance Director following notification of his intention to
resign as a Director of Renold.

Type of award Face value Number of shares’ Date of award
Robert Purcell Nil-cost option £600,000 1.834,852 22 November 2019

‘The numoer of shares was based on the average mid-market share price of 32.7 pence for the three business days preceding the announcement of 9 July 2019 postpaning the 2019 AGM

The year ended 31 March 2020 was the seventh year in which awards were made under the PSP. There is a single performance condition
attaching to options granted under the PSP during the year such that the award is based on the compound annual growth rate in adjusted EPS
over a three-year period (EPS CAGR).

The targets applying to the awards are as follows:

Threshold Maximum
Award date EPS CAGR % Vesung EPS CAGR % Vestirg Performance perioc
22 November 2019 5% 25% 10% 100% 3yearsto

31 March 2022

On achieveent of threshold performance, 25% of the award vests. Straight-line vesting occurs between threshold and maximum performance.
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(4) PAYMENTS TO PAST DIRECTORS

No payments were made to past Directors during the year in respect of services provided to the Company as a Director. No payments for loss of
office were made to any Directors during the year.

DIRECTORS’ SHAREHOLDING AND SHARE INTERESTS (AUDITED INFORMATION)
(1) VESTING HISTORY OF THE 2004 OPTIONS PLAN AND PSP

The following table shows the vesting history of the 2004 Options Plan and PSP over the last six years as a percentage of the total award to
Executive Directors.

Award 2011/12 © Award 2012/13 Award 2013/14 Award 2014/15 Award 2015/16 Award 2016/17
Vesting 2014/15 Vesting 2015/16 Vesting 2016/17 Vesting 2017/18 Vesting 2018/19  Vesting 2019/20
Vesting % Nil 100% Nil Nil Nil Nil
The vested awards relate to options awarded to Robert Purcell in the year ended 31 March 2013. Further details are set out on page 100 in the
2016 Directors’ Remuneration Report.
(1) DIRECTORS' INTERESTS

The beneficial interest of each of the Executive and Non-Executive Directors and their connected persons in the ordinary shares of the Company
is detailed below and these amounts were unchanged between the year ended 31 March 2020 and the dare of this report.

Shareheiding Siarehotding as per Sharehclding

requirement  Remuneration Policy at at 31 March 20207

(% of satary) 21 March 2020 (% of salary;

Robert Purcell 200% 5.958.653! 167%
lan Scapens 100% 231952 10%

! Comprised of 3,748,526 beneficially owned shares and 2,210,127 vested but unexarcised opuans
Based on a share price of 8.67p &t 31 March 2020,

Shareholding at

Non-Executive Diractors : 31 March 2020
Mark Harper 1,056,449
David Landless 35,000
Tim Cooper 43,482

There have been no changes in the interests of any current Director in the share capital of the Company between 1 April 2020 and the date of
this report.

The Chief Executive and Finance Director are required to build up a shareholding as shown above over a five-year period. This includes
beneficially owned shares and vested but unexercised options. Unavested shares are not counted within the shareholding requirement. The table
above sets out the extent to which this requirement was met as at 31 March 2020. No such minimum shareholding requirement exists for Non-
Executive Directors.
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(i1) DIRECTORS' SHARE OPTIONS

Awards over shares in which the Executive Directors retain an interest are detailed in the table below and were unchanged between the year
ended 31 March 2020 and the date of this report.

Number of share options

Options Options Options
held at heldat  vested at Date from
1 April Granted Lapsed  Exercised  31March 31 March Option which Expiry
Robert Purcell 2ms 11 yaar in year in yaar 2020 2020 price {p) exercisable date
2004 Options Plan 1145,038 - - - 1,145,038 1145038 26.20 211.2016 211.2023
Total 2004 Options
Plan 1,145,038 - - - 1,145,038 1145038
psp 1.065,089 - - - 1,065,089 1065089 Nit 25.7.2016 25.7.2023
1.643,836 - (1.643,836) - - - Nit 2172019 2172026
1.095,090 - -~ 1,095,090 Nil 5.6.2020 5.6.2027
2,078.282 - - - 2,078,282 - Nit 8.6.2021 8.6.2028
- 1834862 - - 1,834,862 ~ Nil 22112022 22.11.2029
Total PSP 5,882,297 1.834.862 (1.643,836) - 6,073,323 1,065,089
Total 7027335 1.834.862 (1.643.,836) - 7,218,361 2,210,127
Numiber of share options
Options Options Options
held at heldat  vested at Date frum
1 April Granted lLapsed  Exercised  3tMarch 31 March Option which Expiry
fan Scapens 2019 in year nyear in year 2020 2020 price (p)  exercisable date
PSP 368,465 - (368.465) - - - Nil 16.1.2020 16.1.2027
337653 - - - 337,653 - Nit 5.6.2020 5.6.2027
692,761 - - - 692,761 Nil 8.6.2021 8.6.2028
Total 1,398,879 - (368.465) - 1,030,414 ~

The performance conditions for the share options are disciosed on page 79 and are included in this audited information section by reference.
None of the terms and conditions of the share options were varied in the year.

PERFORMANCE GRAPH AND TABLE

The graph below shows the Company's total shareholder return (share price growth plus dividends reinvested where applicable) for each

of the last ten financial years of a holding of shares in the Company against a hypothetical holding of shares in the FTSE All-Share Industrial
Engineering Index. The Committee considers this index to be an appropriate index for total shareholder return and comparison disclosure as it
represents a broad equity index of similar companies.

CHIEF EXECUTIVE'S REMUNERATION FOR THE YEARS ENDED 31 MARCH 2011 TO 31 MARCH 2020
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The following table shows the history of the Chief Executive's total remuneration and proportions of annual bonus and options vesting each year
as a percentage of the maximum over the last ten years.

201 2012 2013 2014 2015 2016 2017 2018 2019 2020

Chief Executive's total remuneration' £'000 667 494 311 659 561 1015 363 364 434 378
Annual bonus as % of maximum awarded 81%  44% 6%  100% 67% - - - 20% -
LTIP as % of maximum vesting - - - N/A N/A  100% - - - -

"The values use the same methadology ss that shown in calculating the singie figure basis of remuneration in the table on page 78.

CHIEF EXECUTIVE PAY AND EMPLOYEE PAY

The table below shows the percentage change from the preceding financial year in respect of the total of the Chief Executive’s remuneration (on
a single total remuneration basis as shown in the table on page 78).

Percentage Percentage Percentage

change change change

in salary in benefits in annual bonus

Chief Executive 2.3% (14%) n/a
Workforce! <3%’ nil n/a

! The Group usas the UK workforce as an appropriate comparator graup s the gxecutives are based in the UK and the structure of remuneration varies considerably based on local market
pracitce in other countries in which the Group operstes.
- The figures include only those employses who were not promoted snd did nat change role during the year to provide 2 like-for-like compansen

RELATIVE IMPORTANCE OF SPEND ON PAY

The table below sets out the total of the Executive Directors’ remuneration (on a single total remuneration basis as shown in the table on page
78) compared to a number of other key financial metrics. The metrics chosen are considered of interest and to be of relevance to both the
Group's actual performance in the period and to different stakeholder groups.

Adjusted Exectitive
Ermployea Sharehoider Market operating Directors’ total
. remuneration distributions capitalisation Revenue’ piofit EBITDA?  remuneration
2020 £68.4m Nil £19.5m £189.4m £i3.4m £21.4m £0.6m
2019 £70.2m Nil £60.4m £199.6im £14.8m 22.5in £0.7m
Difference (%) (2.6%) Nil (68%) (5.1%) (9.5%) (4.9%) (14.3%)

' Note 2 to the Company linancial statements sets out the calculation of revenue and adjusted operating profit.

< ERITDAs adjusted operating profit before depreciation and amortisation charges.

STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY IN THE NEXT FINANCIAL YEAR

Following the approval of the Remuneration Policy by shareholders at the 2019 AGM, the Committee intends to operate the Remuneration Policy
as set out in the Policy table and notes on pages 73 to 77 for three years from the date of the 2019 AGM.

BASE SALARY

Consistent with the timing of annual employee pay reviews across the Group, which are implemented with effect from 1 August, the Committee
reviews base salaries for the Executive Directors annually. The next review is expected to take place in July 2020 and any change implemented
from 1 August 2020. The current base salaries for the Executive Directors are set out on page 78 and below:

£000
310
200

Robert Purcell
lan Scapens

Appointiment details and fees of the Non-Executive Directors are set out below:
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Unexpirad term Date of election
Naine Date of appointment (months) /last re-election Contractual fees
Mark Harper 1May 2012 1 20 September 2019 £124.000
David Landless 9 January 2017 34 20 September 2019 £50,000
Tim Cooper . 14 November 2018 20 20 September 2019 £47,000

The salaries and fees set out above do not adjust for the voluntary reduction of 25% for the Executive Directors and 20% for Non-Executive
Directors implemented from 1 Aprif 2020 as part of a number of measures implemented in response to the Covid-19 pandemic. This reduction is
for an initial four month period, although this voluntary reduction will be reviewed periodically and may be extended or reduced.

ANNUAL BONUS

The performance measures for the 2020/21 annual bonus are unchanged from 2019/20. As set out on page 79, the performance measures are
based upon a matrix of EBITDA and net debt performance conditions.

The performance wargets for the annual bonus are based on internal targets and considered commercially sensitive. Performance targets will
. continue to be disclosed retrospectively in the Remuneration Report for 2020/21 in the interests of transparency.

LONG TERM INCENTIVE PLAN - PSP
The performance conditions attaching to options that will be granted under the PSP in the year commencing 1 April 2021 are as follows:
* 100% of the award will be based on the Compound Annual Growth Rate (CAGR) in adjusted EPS over a three-year period (EPS CAGR).
The targets applying to the award will be as follows:
Threshold Maximum

EPS CAGR % Vesting EPS CAGR % Vesting Performance period
5% 25% 10% 100% 3 years to 31 March 2023

Performance under the EPS condition will be measured from the adjusted EPS for the year to 31 March 2020.

On achievement of threshold performance, 25% of the award vests. Straight-line vesting occurs between threshold and maximum performance.

STATEMENT OF SHAREHOLDER VOTING

The Directors’ Remuneration Report received shareholder support at the 2019 AGM held on 20 September 2019. Yotes cast in respect of this
resolution at the 2019 AGM are detailed in the table below. The Committee acknowledges the number of votes cast against.

Remuneration Report 2019 AGM %
Votes cast for 143,038,687 95.41%
Votes cast against 6.878.811 4.59%
Total 149,917,498
Votes withheld* 59.520

The Directors’ Remuneration Policy received significant shareholder support at the AGM held on 20 September 2019. Votes cast in respect of this
resolution at the 2019 AGM are detailed in the table below.

Remuneration Policy 2019 AGM %
Votes cast for 148,657.622 96.85%
Votes cast against 220.338 0.15%
Total 148,877,960
Votes withheld 1,059.058

* Avote withneld is not a vote in law and 18 not counted in the calculation of the preportion of votes cast for’ and ‘aganst’ 3 resolution
Approved by the Board and signed on its behalf by:

TIM COOPER
CHAIRMAN OF THE REMUNERATION COMMITTEE

16 June 2020
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The Directors submit their report and the
financial statements as set out on pages
95 10 153. The Directors’ Report, which
comprises pages 834 1o 86, sets out certain
information in relation to the Company in
accordance with the requirements of the
Companies Act 2006 and the FCA's Listing
and Disclosure and Transparency Rules.

The Strategic Report provides an overview
of the performance of the business in the
year ended 31 March 2020 and covers likely
future developments in the business of the
Company and the Group.

In accordance with section 414C (11} of the
Companies Act 2006, information about the
employment of disabled persons. employee
involvement and greenhouse gas emissions,
which is required to be included in the
Directors’ Report, has beenincluded in the
Strategic Report. The Corporate Governance
Report also forms part of the Directors’
Report. Where statutory disclosures have
been made elsewhere in the Annual Report
and Accounts, they are cross-referenced

in the table on page 86 and therefore
incorporated by reference.

GROUP

The Company is a public limited company
incorporated in England and Wales with
registered number 245688. It's registered
office is located at Trident 2, Trnident
Business Park. Styal Road, Wythenshawe,
Manchester M22 5XB.

The Group is an international engineering
group. producing a wide range of high-
quality engineering products which are sold
in over 100 countries warldwide.

RESULTS

Profit before tax for the year ended
31March 2020 is £4.9m, compared with a
profit of £10.4m for the year ended

31 March 2019

DIVIDENDS

Details about dividend policy are set out in
Note 6 of the Group financial statements.

The Board has decided to recommend that
1o ordinary dividend be paid in respect of
the year ended 31 March 2020, but it will
consider future dividend policy in the light of
results from the business going forward.

Dividend payments in respect of the

6% cumulative preference stock in the
Company were made on 1 July 2019 and
2 January 2020.

DIRECTORS' APPOINTMENT
AND REPLACEMENT

The appointment and replacement of
Directors of the Company is governed by
its Articles of Association and legisiation.
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 AGM
following their appointment

In addition, any Director who was not
elected or re-elected at either of the two
preceding AGMs must retire and seek re-
election. lan Scapens will be resigning from
office before the 2020 AGM and will not be
standing for re-election at the 2020 AGM.

The Board has decided that all Non-
Executive Directors are subject to annual
election; please refer to the Corpurate
Governance Report on page 56 for further
details. The Non-Executive Directors, Mark
Harper. David Landless and Tim Cooper, will
stand for re-election at the 2020 AGM.

James Haughey. who is expected to join
the Board as Group Finance Director in
November 2020, will be eligible for election
by shareholders at the AGM in 2021,

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

For a full description of the Company’s
policy on appointments to the Board, see
the Nomination Committee Report on

pages 66 and 87. The appointment of Jim
Haughey as the new Group Finance Director
was recommended by the Nomination
Committee to the Board on 23 April 2020
and approved by the Board on the same day.

Shareholders may also appoint a Director by
ordinary resolution.

DIRECTORS' INTERESTS

Details of the interests of the Directors and
their connected persons in the Company’s
share capital and in options held under the
Company’s 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 78 to 83.

No Director had any interests in contracts
of significance in relation to the Company's
business during the year.

DIRECTORS' AND OFFICERS’
LIABILITY INSURANCE

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

CONFLICTS OF INTEREST

The Company’s Articles of Association allow
the Board to authorise potential conflicts

of interest of Directors, on such terms (if
any) as the Board thinks fit when giving
any authorisation. Any decision of the
Board to authorise a conflict of interest

is only effective if it is approved without
the conflicted Directors voting or without
thetr votes being counted and., in making
such a decision. the Directors mwust act in

a way they consider m1 good faith will be
most likely to promate the success of the
Company. The Board considers that the
procedures it has in place for reporting and
considering conflicts of interest are effective
and a review of previously approved
conflicts is carried out annually.

SHARES
SHARE CAPITAL

As at 31 March 2020, the issued share
capital of the Company was £11,851,369
divided into 225,417,740 ordinary shares of
5p each and 580.482 units of 6% cumulative
preference stock of £1 each

The ordinary shares represent $5.1% of

the Company’s total share capital and the
preference stock represents 4.9%. The
Company’s ordinary shares and preference
stock are listed nn the Alternative Investment
Market of the London Stock Exchange

PURCHASE OF OWN SHARES

The Company obtained shareholder
authority at the 2019 AGM to make market
purchases of up t0 22,541.774 ordinary
shares in the Company. which remains
outstanding uniil the conclusion of the
2020 AGM. The minimum price (exclusive of
any expenses) which must be paid for any
ordinary share is the nominal value of such
share at the time of the purchase and the
maximum price (exclusive of any expenses)
shall be the higher of (i) 5% above the
average of the middle market guotations of
the ordinary shares (as derived from the AIM
Appendix to the Daily Official List of
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the London Stock Exchange) for the five
business days immediately prior to the
contracted purchase date and (i) the highest
current independent bid for any number

of ordinary shares on the London Stock
Exchange. As at the date of this report, the
Company had not purchased any of its own
ordinary shares in the market pursuant

to such authority. The Directors will seek
authority from shareholders at the 2020
AGM for the Company to purchase. in the
market, up to 22,541,774 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
are also set out in Note 19 to the Group
financial statements.

The rights and obligations attaching to

the Company’s shares are contained in the
Company's Articles of Association, a copy
of which is available at investors.renold.
com or can be obtained upon request from
the Company Secretary. The Articles of
Association were adopted at the General
Meeting held on 8 May 2019.

VOTING RIGHTS

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

Participants in employee share schemes
have no voting or other rights in respect

of the shares subject to those awards until
the options are exercised, at which time the
shares rank pari passu in all respects with
shares already in issue. No such schemes
carcy any special rights with regard to
control of the Company

No member shall, unless the Directors
otherwise determine, be entitled to vote

at a general meeting either personally or

by proxy, or to exercise any other right
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 limited
circumstances when a shareholder has failed
to comply with a notice 1ssued under section
793 of the Companies Act 2006.

STRATEGIC REPORT

FINANCIAL STATEMENTS ADDITIONAL INFORMATION

COVERMANCE

Full details of the deadlines for exercising voting rights and appointing a proxy or proxies in
respect of the resolutions to be considered at the 2020 AGM are set out in the Notice of the
forthcoming AGM.

MAJOR SHAREHOLDINGS

As at the date of this report, the Company had been notified or is aware of the following
major holdings of voting rights attached to its ordinary shares under the FCA's Disclosure and
Transparency Rule 5:

4 of total

Number of nurmber of
Snarehalder 4eUng rights voling rights
M&G Investment Funds 33,397739 14.8%
Tellworth Investments, LLP 30,624.498 13.6%
Discretionary Unit Fund Managers Limited 30.000.000 13.3%
Canaccord Genuity Wealth Management 19,500,000 8.7%
Janus Henderson investors Limited 18,908.747 8.4%
Schroder investment Management Limited 10.253.277 4.5%

" The nuimber of voung rights and the percentage of voting rights are a5 at 4 June 2020.

No major shareholder had any interest in derivatives or financial instruments relating to
shares carrying voting rights that are linked to the Company's shares.

DIRECTORS' RIGHTS IN RESPECT OF SHARES

The Board, which is 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 Articles of Association The powers of the Directors set out in the Articles of
Association include those in relation 1o the issue and buyback of shares.

ISSUE OF SHARES

The Directors are autherised to issue equity securities either by way of a rights issue or in any
other way. provided that the shares issued other than by way of a rights issue, open affer or
other pre-emptive offer af the Company be limired 1o shares with an aggregate nominal value
of £663,544.35, being equal to 5% of the aggregate nominal amount of the Company's ordinary
share capital in issue as at the date of the Notice of the Company's 2019 AGM. The authority wilf
expire at the forthcoming AGM. The Directors will seek authority from sharehvlders at the 2020
AGM to issue equity securities either by way of a rights issue or in any other way, provided that
the shares issued other than by way of a rights issue, open offer or other pre-emptive offer of
the Company be limited to shares with an aggregate nominal value of £563,544.35,

In addition, the Directors are authorised to issue equity securities free of pre-emption rights,

up to @ maximum nominal amount of £563,544.35, representing an additional 5% of the issued
ordinary share capital, for transactions which the Directors determine to be an acquisition

or other specified capital investment. The authority will expire at the forthcoming AGM. The
Directors will seek authority from shareholders at the 2020 AGM to issue equity securities

free of pre-emption rights. up to a maximum nominal amount of £563,544.35, representing an
additional 5% of the issued share capital, for transactions which the Directors determine to be an
acquisition or ather specified capital investment.

In addition, the Directors have authority to allot shares up to a maximum nominal amount of
£7.506,410 (of which one half may be allotted in any circumstances and the other half may be
allotted pursuant to any rights issue or pursuant to any arrangements made for the allocation
of shares included in, but not taken up, under such rights issue), the aggregate sum representing
approximately two-thirds of the issued ordinary share capital as at the date of the Notice of

the Company's 2019 AGM. The authority will expire at the forthcoming AGM. The Directors will
seek authority from shareholders at the 2020 AGM to allot shares up to a maxirnum noiminal
amount of £7.506.410 (of which one half may be allotted in any circumstances and the other haif
may be allotted pursuant to any rights issue or pursuant to any arrangements made for the
allocation of shares included in, but not taken up under, such rights issuej, again representing
approximately two thirds of the issued ordinary share capital as at the date of the Notice of

the AGM.
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TRANSFER OF SHARES

The registration of transfers may be
suspended at such times and for such
periods as the Directars may determine. The
Directors may refuse to register the transfer
of any share which is 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
itis in respect of any one class of share, is
lodged at the requisite place and. where
appropriate, is accompanied by any relevant
share certificate and such aother evidence

as the Directors may reasonably require to
show the right of the transferor to make

the transfer.

The Directors may suspend transfers where
a shareholder has failed to comply with

a notice issued under section 793 of the
Companies Act 2006.

There are no other restrictions on the
transfer of shares in the Company other
than certain restrictions which may from
time to time be imposed by laws and
regulations {e.g. insider trading laws
and market requirements relating to
close periods) and pursuant to the AIM
Rules for Companies whereby certain
employees of the Company require the
approval of the Company to deal in the
Company’s securities.

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

DONATIONS

During the year, the Group made no political
donations.

CONTRACTS: CHANGE OF
CONTROL PROVISIONS

The Company’s main UK banking facilities
agreement with HSBC UK Bank Plc, CitiBank
N.A. and AIB Group (UK) PIc contains a
change of control provision. This requires
the Company to provide notification to the
agentin the event of a change of control.
The banks may then demand cancellation
and repayment of the commitments and
the loans.

No other material contracts contain change
of control provisions.

/A

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 3 takeover bid.

Note 18 to the Group financial statements
details the Group’s obligations to contribute
to the UK defined benefit pension schemes.

Details of the effect of any change of control
in relation to awards under the Long-Term
Incentive Plan are set out on page 76 within
the Directors’ Remuneration Report.

ANNUAL GENERAL MEETING

The Annual General Meeting (AGM) of the
Company will be held at the Company’s
registered office at Trident 2, Trident
Business Park, Styal Road. Wythenshawe,
Manchester M22 5XB on 24 July 2020 at
11.00am. This will be a closed meeting due
to Covid-19 social distancing measures.

The resolutions being proposed at the 2020
AGM will be general in nature. including

the renewal for a further year of the

limited autharity of the Directors to allot

the unissued share capital of the Company
and to issue shares for cash other than to
existing shareholders (in line with the Pre-
Emption Group's Statement of Principles).

A resolution will also be proposed to

renew the Directors’ authority to purchase

a portion of the Company's own shares.
Resolutions will be proposed to renew these
authorities, which would otherwise expire at
the 2020 AGM.

One of the areas of special business to be
addressed at this AGM is the proposal to
extend the authority to disapply pre-
emption rights by a further 5% of the issued
ordinary share capital, such additional
authority to be used only for limited
purposes, which will be set out in the Notice
of Meeting of the AGM.

AUDITOR

Deloitte LLP has confirmed its willingness to
continue in office as Auditor of the Company.
In accordance with section 489 of the
Companies Act 2006, separate resolutions for
the reappointment of Deloitte LLP as Auditor
of the Company and for the Directors to
determine the Auditor's remuneration will be
proposed at the 2020 AGM.

GOING 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 in preparing the
financial statements.

The basis on which this conclusion has been
reached is set out on page 101 which is
incorporated by reference here.

DIRECTORS' STATEMENT OF
DISCLOSURE OF INFORMATION
TO THE AUDITOR.

Each of the persons who is a Director at
the date of approval of this Annual Report
confirms that:

e 5o far as the Director is aware. there is
no relevant audit information of which
the Company’s auditor is unaware; and

» the Director has taken all the steps that
he/she ought to have taken as a Director
in order to make himself/herself aware
of any relevant audit information and to
establish that the Company’s auditor is
aware of that information.

This confirmation is given and should

be interpreted in accordance with the
provisions of Section 418 of the Companies
Act 2006.

Other disclosures Pages
Directors’ biographical details

and date of appointment 50 and 51
Employee involvement 39, 42 and 43

Employment of disabled

persons 44
Financial instruments

Note 25 to the Group

financial statements 132 10 138
Greenhouse gas emissions 46 and 47
Important events affecting

the Group since 31 March

2020 Note 26 to the Group

financial statements 139
Statement of Directors’

responsibilities 87

The Directors’ Report was approved by the
Board on 16 June 2020.

For and on behalf of the Board:

ROBERT PURCELL IAN SCAPENS
CHIEF EXECUTIVE FINANCE DIRECTOR
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Directors’ Responsibilities Statement

The Directors are responsible for preparing
the Annual 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
are required to prepare the Group financial
statements in accordance with International
Financial Reporting Standards (IFRSs) as
adopted by the European Union and Article
4 of the IAS Regulation and have elected

to prepare the Parent Company financial
statements in accordance with United
Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting
Standards and applicable law), including FRS
101 ‘Reduced Disclosure Framewaork’ Under
company law, the Directors must not approve
the accounts 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 period.

In preparing the Parent Company financial
statements, the Directors are required to:

» Select suitable accounting policies and
then apply them consistently;

* Make judgements and accounting
estimates that are reasonable, relevant
and prudent;

e State whether FRS 101 Reduced
Disclosure Framework/applicable
UK Accounting Standards have been
followed. subject to any material
departures disclosed and explained in
the financial statements; and

» Prepare the financial statements on
the going concern basis unless it is
inappropriate to presume that the
Company will continue in business.

In preparing the Group financial statements,
International Accounting Standard 1 requires
that Directors:

* Properly select and apply accounting
policies:

e Presentinformation, including
accounting policies, in a manner that
provides relevant, reliable, comparable
and understandable infarmation:

¢ Provide additional disciosures
when compliance with the specific
requirements in IFRSs are insufficient to
enable users to understand the impact
of particular transactions. other events
and conditions on the entity’s financial
position and financial performance: and

e Make an assessment of the Group and
Company’s ability to continue as a going
concern.

The Directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the
Company's transactions and disclose

with reasonable accuracy at any time the
financial position of the Company and enable
them to ensure that 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 irregularities.

The Directors are responsible for the
maintenance and integrity of the corporate
and finandial information, included on the
Company’s website. Legislation in the United
Kingdom governing the preparation and
dissemination of financial statements may
differ from legislation in other jurisdictions.

RESPONSIBILITY STATEMENT
We confirm that to the best of our knowledge:

e The financial statements, prepared in
accordance with the relevant financial
reporting framework, give a true
and fair view of the assets. liabilities,
financial position and profit or loss of
the Company and the undertakings
included in the consolidation taken as a
whole; and

e The Strategic Report includes a
fair 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 description of the principal risks
and uncertainties that they face.

The Annual Report and Financial
Statements, taken as a whole, are fair,
balanced and understandable and provides
the information necessary for shareholders
to assess the Company’s performance,
business model and strategy.

This responsibility statement was approved
by the Board of Directors on 16 June 2020
and is signed on its behalf by:

By order of the Board

ROBERT PURCELL
CHIEF EXECUTIVE

)

IAN SCAPENS
FINANCE DIRECTOR
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Shareholder INnformation

The Company’s website, investors.renold.
com, which presents additional information
about the Group. is regularly updated and
includes the posting of the interim and final
preliminary results and interim management
staternents on the day they are announced.

if you wish to advise a change of name,
address, or dividend mandate, please
contact the Company's registrar, Link
Asset Services, whose contact details
appear on page 154. Alternatively. you can
view up-to-date information and manage
your shareholding through Link's share
portal where you will be able to access
and maintain your holding at your own
convenience. You will require your unique
investor cade, which can be found on your
share certificate. The URL for the portal is:
www.signalshares.com.

BEWARE OF SHARE FRAUD

Fraudsters use persuasive and high-
pressure tactics to lure investors into scams.
They may offer to sell shares that turn out
to he worthless or non-existent, or to buy
shares at an inflated price in return for an
upfront payment. While high profits are
promised, if you buy or sell shares in this
way you will probably lose your money.

HOW TO AVOID SHARE FRAUD

e Keep in mind that firms authorised by
the FCA are unlikely to contact you out
of the blue with an offer to buy or sell
shares. '

e Do not getinto a conversation; note the
name of the person and firm contacting
you and then end the call.

¢ Check the Financial Services Register
(the Register) from www.fca.org.uk to
see if the person and firm contacting
you is authorised by the FCA.

e Beware of fraudsters claiming to be
frotn an authorised firm, copying its
website or giving you false contact
details. .

e Use the firm’'s contact details listed on
the Register if you want to call it back.

o (all the FCA on 0800 1116768 if the
firm does not have contact details on
the Register or you are told they are out
of date.

» Search the list of unauthorised firms to
avoid at www.fca.org.uk/consumers/
unauthorised-firms-individual.

e (Consider that if you buy or sell shares
from an unauthorised firm you will
not have access to the Financial
Ombudsman Service or Financial
Services Compensation Scheme.

¢ Think about getting independent
financial and professional advice befora
you hand aver any money.

o Remember: if it sounds too good to be
true, it probably isl

REPORT ASCAM

s Ifyou are approached by fraudsters,
please tell the FCA using the share fraud
reporting form at
www.fca.org.uk/report-scam-
unauthorised-firm-individual,
where you can find out more about
investment scams.

You can also call the FCA Consumer Helpline
0n 0800 111 6768.

If you have already paid money to share
fraudsters you should contact Action Fraud
on 0300 123 2040.
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Independent Auditor’s Report

to the Members of Renold plc

REPORT ON THE AUDIT OF
THE FINANCIAL STATEMENTS

1. OPINION

IN OUR OPINION:

» the financial statements of Renold plc {the ‘parent company’) and
its subsidiaries (the ‘group’) give a true and fair view of the state
of the group's and of the parent company’s affairs as at 31 March
2020 and of the group’s profit for the year then ended;

o the group financial statements have been properly prepared in
accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union;

» the parent company financial statements have been properly
prepared in accordance with United Kingdom Generally Accepted
Accounting Practice. including Financial Reporting Standard 101
"Reduced Disclosure Framework”, and

e the financial statements have heen prepared in accordance with
the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

e the consolidated statement of comprehensive income;

* the consolidated and parent company balance sheets;

+ the consolidated and parent company statements of changes in
equity:

* the consclidated statement of cash flows;

e accounting policies;

» the related notes 110 29 to the group financial statements; and

¢ the related notes 1to 15 to the parent company financial
statements

The financial reporting framework that has been applied in the
preparation of the group financial statements is applicable law and
IFRSs as adopted by the European Union. The financial reporting
framework that has been applied in the preparation of the parent
company financial statements is applicable law and United Kingdom
Accounting Standards. including FRS 101 "Reduced Disclosure

Framework" (United Kingdom Generally Accepted Accounting Practice).

2. BASIS FOR OPINION

We conducted our audit in accordance with International Standards
on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities
under those standards are further described in the auditor's

responsibilities for the audit of the financial statements section of our

repart.

We are independent of the group and the parent company in
accordance with the ethical requirements that are relevant to our
audit of the finantial statements in the UK. including the Financial
Reporting Council's (the 'FRC's’) Ethical Standard as applied to listed
entities. and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

We bzlieve that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

3. MATERIAL UNCERTAINTY RELATING
TO GOING CONCERN

We draw attention to the accounting policies in the financial statements.
which indicate that a material uncertainty exists that may cast doubt
on the Group's and Company'’s ability to continue as a going concern.

The Group has secured facilities that contain covenants requiring the
Group to maintain specified financial ratios and certain other financial
covenants. Following the event of Covid-19 and general economic
uncertainty, these covenants were stuccessfully renegotiated with

the lenders and now include minimum rolling 12 month EBITDA and
minimum available liquidity tests tested quarterly up tn March 2021,
and then net debt to EBITDA and EBITDA to finance charge covenants
tested until September 2021. Following this period. the covenants
revert to original conditions in place prior to the event of Covid-19,

In performing their assessment of going concern, the Directors have
considered forecast cash flows to March 2022. The current economic
uncertainty that exists because of Covid-19 means that a number of

key assumptions within the forecasts, principally concerning future
revenue levels, are not wholly within management’s control. As such.
managemnent have performed additional possible downside forecast
scenarios, principally focused on the risk over further future potential
falls in revenue. The most severe scenario considered assumed revenue
being more than 20% below revenues for the year ended 31 March 2020,
and more than 25% below revenues in the year ended 31 March 2019,
being the last period which was not impacted by the Covid-19 pandemic.

This scenario shows that without mitigating actions, a covenant
breach would occur, and thus in such circumstances the Company and
Group may be unable to realise assets and discharge liabilities in the
normal course of business.

In response to this, we:

* obtained an understanding of controls relating to management’s
basis of preparation for the forecasts and key assumptions
underpinning the going concern assumption:

» evaluated the future forecast projections and the process by
which they are drawn up, including confirming the accuracy of the
underlying calculations, chatlenging the underlying assumptions
hehind the forecasts (including reasonably possible downside
scenarios identified), by reference to third party industry and
economic reports to determine whether the forecasts prepared
by management are reasonable;

* reviewed the terms of the revised covenant agreements and
assessed management’s forecast projections in relation to their
ability to pass the covenant tests in place during the next 12
maonths, as well as considering the sensitised scenarios in which
the covenants may be breached

e assessed the iitigating factors available to managernent in
respect of the ability to restrict capital and other discretionary
expenditure, as well as the availability of government-led
schemes for payroli cost recoveries available under Covid-19; and

» checked the mathematical accuracy of the model used to forecast
future financial performance.

As stated in the accounting policies, these events or conditions, along
with the other inatters as sel forth in the accounting policies to the
financial statements, indicate that a material uncertainty exists that
may cast significant doubt over the group’s and the company’s ability
to continue as a going concern. Qur opinion is not modified in respect
of this matter.
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4. SUMMARY OF OUR AUDIT APPROACH

KEY AUDIT MATTERS The key audit matters that we identified in the current year were:
*  Going concern (see material uncertainty relating to going concern section above)

* Impairment of goodwill
¢ Carrying value of inventory
* Intentional misstatements previously identified at Renold Gears

Within this report, key audit matters are identified as follows:
m Newly identified

@ Increased level of risk

@ Similar level of risk

@ Decreased level of risk

MATERIALITY The materiality that we used for the group financial statements was £401.000. which was
determined on the basis of 5% of adjusted profit before tax.

SCOPING As a consequence of the audit scope determined. we achieved coverage of approximately 84%
of revenue, 83% of profit before tax (on an absolute basis) and 91% of net assets (on an absolute
basis).

SIGNIFICANT CHANGES IN OUR As a result of the impact of Covid-19. we have determined that going concern is considered to be a

APPROACH key audit matter for the current year. as noted in section 3.

5. KEY AUDIT MATTERS

Key audit matters are those matters that. in our professional judgement. were of most significance in our audit of the financial statemennts of the
current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we identified. These
matters included those which had the greatest effect an: the overall audit strategy, the allocation of resources in the audit: and directing the
efforts of the engagement team. '

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. In addition to the matter described in the material uncertainty relating to going concern
section, we have determined the matters described below to be the key audit matters to be communicated in our report.

5.1 IMPAIRMENT OF GOODWILEL

KEY AUDIT MATTER The goodwill balance of £24.0m (2019: £23.1m) as shown in note 7 principally relates to Jeffrey Chain and is
DESCRIPTION supported by an annual impairment review.

There are a range of potential outcomes with regards to the carrying value of the CGUs, specifically in relation

to the Jeffrey Chain CGU. arising from the impact of Covid-19 on future forecasts, revenue reductions across the
Group and cost reduction activities in place. As such we have identified this key audit imatter as a potential fraud
risk area.

As discussed on the Audit Committee report on page 63. and in the accounting policies on page 103, the key audit
matter identified is in respect of Management's judgements in relation to the financial forecasts of the business
units. These include assumptions over discount rates and perpetuity growth rates used to determine the value in
use of the cash generating units, which are subjective and could lead to an impairment charge if incorrect.
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5.1 IMPAIRMENT OF GOODWILL

HOW THE SCOPE

OF QURAUDIT
RESPONDED TO THE
KEY AUDIT MATTER

We performed the following audit procedures in order to address this risk:

We obtained an understanding of relevant controls concerning management’s impairment review process;
We evaluated the future cash flows forecasts and the process by which they are drawn up, including
confirming the accuracy of the underlying calculations, challenging the underlying assuimptions behind the
forecasts to determine whether they are aligned to these utilised in the going concern forecasts (including
reflecting the impact of Covid-19). and checking whether the forecasts are consistent with the latest Board
approved forecasts:

We have challenged management as to the differential between the market capitalisation of the business as
it currently stands compared to the overall value of the Group within the underlying impairment model;

We have evaluated the long-term growth rates used within the impairment model with reference to external
market information;

We assessed the historical accuracy of management's budgets and forecasts by comparing them to actual
performance and verifying the mathematical accuracy of the cash flow models; and

We utilised our specialists to assess the appropriateness of the discount rate derived from a Weighted
Average Cost of Capital (WACC) applied by management in their discounted cash flows,

KEY OBSERVATIONS

We have concluded that the group goodwill balance is appropriate as at 31 March 2020.

5.2. CARRYING VALUE OF INVENTORY @

KEY AUDIT MATTER
DESCRIPTION

As shown in note 11 the Group holds inventory of £46.1m (2019: £44.3m). As discussed in the Audit Committee
report on page 63 and in the accounting policies on page 103, management judgement is applied to the cost
of inventories in order to accurately reflect the manufacturing costs incurred in bringing them to their current
condition and physical location. This manufacturing cost primarily relates to the assessment of direct labour
costs incurred, manufacturing overheads to be absorbed and other relevant production costs.

Aisk surrounding the carrying value of inventory when compared to the net realisable value as a result of
inacdequate provisioning has also been identified. Establishing a provision for slow-moving. obsolete and
damaged inventory involves estimates and judgemenis, taking into account forecast sales and historical usage
information.

HOW THE SCOPE OF OUR
AUDIT RESPONDED TO
THE KEY AUDIT MATTER

We performed the following audit procedures in order to address this risk:

*  We obtained an understanding of relevant controls relating to the assessment of inventory valuation and
inventory provisioning.

On a sample basis, we performed the following audit procedures:

e We agreed the cost of raw materials to third party supplier invoices;

e Forworkin progress and finished goods, we obtained the bill of material and tested the underlying costs
within each stock item;

e We challenged the key assumptions concerning overhead absorption by assessing the appropriateness of
costs included in the calculation: and

¢ We assessed the net realisable value (NRV)of stack items by agreeing their subsequent sales price to
customer invoices to ensure that the items were heing held at the lower of cost and NRV.

We also:

¢ Gained an understanding of the movements in the inventory provision year on year and an assessment
of the scale of the provision in comparison to the gross stock value, to determine whether there are any
unusual transactions;

* Recalculated the value of the provision based on a sample of items: and

*  Where manual adjustments have been made to the provision, understood these by gaining supporting
documentation and challenged, through discussions with relevant Commercial and Finance personnel and
agreement to supporting documentation, the underlying rationale applied in arriving at such adjustments.

KEY OBSERVATIONS

We have concluded that the group inventory balance is appropriate as at 31 March 2020.




FINANCIAL STATEMENTS

Independent Auditor's Report
to the Members of Renold plc

KEY AUDIT MATTER
DESCRIPTION

| 53. INTENTIONAL MISSTATEMENT OF RESULTS PREVIOUSLY IDENTIFIED AT RENOLD GEARS @

As a result of the control breakdowns and intentional misstatements at the Renold Gears business, previously
identified within the revised financial statements for the year end 31 March 2019, we have continued to
identify a key audit matter for the year ended 31 March 2020 in relation to management override of controls.

Following completion of the revised financial statements audit for the year-ended 31 March 2019, we provided
the Board with a detailed Insight Report, which outlined a number of control improvements required at a
Group and Renold Gears level in order to enhance the control environment across the business. These actions
focused on enhanced review procedures at a Group and divisional level.

In response to this. Group management documented and implemented a detailed remediation plan to outline
the proposed actions to be undertaken against each specific recomimendation, with supporting evidence for
actions that had already been implemented in response to the issues identified. .

HOW THE SCOPE OF OUR
AUDIT RESPONDED TO
THE KEY AUDIT MATTER

Our proceduras performed in response to this have been as follows:

*  We assessed the remediating actions outlined by management and compared them against the control
breakdowns previously identified to ensure the proposed actions were appropriate in sufficiently
enhancing the Group’s control environment; and

e AtaRenold Gears level we continued to assign a lower level of materiality to the testing performed.
with enhanced risk assessment procedures designed 1o focus on the areas where issues were previously
identified. We have also enhanced our testing in relation to the procedures performed across all full scope
and specified halance scope companents in relation to manual adjustments made to reporting packages
prior to their consolidation.

KEY OBSERVATIONS

We have not identified any issues with regards to audit procedures performed in relation to the Renold Gears
business, or from enhanced procedures performed across the wider Group.

6. OUR APPLICATION OF MATERIALITY

6.1. MATERIALITY

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions of a
reasonably knowledgeable person would be changed or influenced. We use materiality both in planning the scope of our audit work and in
evaluating the results of our work.

Based on our professional judgement, we determined materiality for the tinancial staterments as a whale as follows:

: Parent company financial
Group financial statements statements

MATERIALITY £401.000 (2019: £510.000) £203,000 (2019: £426,000)

BASIS FOR 5% of adjustad pre-tax profit (as adjusted on the face of the Income The parent company materiality

DETERMINING Statement). In the prior year, materiality was determined on the basis of  represents approximately 0.3%

MATERIALITY 5% of statutory profit before tax. 2019: 0.6%) of equity

RATIONALE FOR THE Adjusted pre-tax profit was determined to be the benchmark that most  As a non-trading parent company,

BENCHMARK APPLIED appropriately reflects to size and scale of the business, given the fall in equity is the key driver of the
statutory pre-tax profit year on year. Materiality represents 0.20% of company

revenue (FY19:0.26% Y %).
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6.2. PERFORMANCE MATERIALITY

We set performance materiality at a level lower than materiality to
reduce the probability that, in aggregate, uncorrected and undetected
misstatements exceed the materiality for the financial statements

as a whole. Group performance materiality was set at 70% of

group materiality for the 2020 audit (2019: 70%). In determining
performance materiality, we considered the following factors:

a. the quality of the control environment;

b. the remediation actions undertaken by the Group in response
to the accounting irregularities identified at the Renold Gears
division in the prior year (for which a further reduction in
performance materiality was set for the audit this year). As

the accounting irregularities were confirmed as isolated to the
Renold Gears division, no further reduction to performance
materiality for the wider Group was considered necessary: and

¢. the nature. volume and size of misstatements {corrected and/
or uncorrected) in the previous audit.

6.3. ERROR REPORTING THRESHOLD

We agreed with the Audit Committee that we would report to the
Comimittee all audit differences for the Group in excess of £20,000
(2019: £25,500). as well as differences below that threshold that, in
our view, warranted reporting on qualitative grounds. We also report
to the Audit Committee on disclosure matters that we identified when
assessing the overall presentation of the financial statements.

7.AN OVERVIEW OF THE SCOPE OF OUR AUDIT
7.1. IDENTIFICATION AND SCOPING OF COMPONENTS

The Group operates from a number of locations across the globe,
albeit principally in Europe, Asia and the Americas, with its head
office based in the UK. Our Group audit was scoped by obtaining an
understanding of the Group and its environment. including Group-
wide controls. and assessing the risks of material misstatement at the
Group level. Based on that assessment, we focused our Group audit
scope primarily un the audit work at 14 locations (2019: 15 locations),
with the reduction being as a result of the Group's disposal of its
South African business. as referenced in note 22. 4 (2019: 4} of these
were subject to a full audit. 4 (2019: 4) were subject to an audit of
specified account balances where the extent of our testing was based
on our assessment of the risks of material misstatement and of the
materiality of the Group’s operations at those lacations. The remaining
6 (2019: 7) were subject to review procedures.

These locations covered 84% of Group's revenue (2019: 85%). 83%

of the Group's pre-tax profit (on an absolute basis) (2019: 85%) and
91% of the Group’s net assets (on an abselute basis) (2019: 95%), with
muverment in coverage levels reflecting the sales mix of the Group. as
the 8 locations in scope remained consistent. They were also selected
to provide an appropriate basis for undertaking audit work to address
the risks of material misstatement identified above. Our audit work at
the 4 full scope and 4 specified account balances scope locations was
executed at levels of materiality applicable to each individual entity
which were lower than Group materiality. being between £112,000
and £140.000 (excluding the parent company component materiality
which is disclosed separately above). In the prior year component
materiality ranged between £226.000 and £283,000.

ADDITIONAL INFORMATION

FINANCIAL STATEMENTS
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At the Parent entity level we also tested the consolidation process
and carried out analytical procedures to confirm our conclusion
that there were no significant risks of material misstatement of the
aggregated financial information of the remaining components not
subject to audit or audit of specified account balances.

7.2. WORKING WITH OTHER AUDITORS

Our audit work has included the use of component auditors, which
form part of the Deloitte member firm network. We planned

and reviewed the component auditor's work, including issuing
referral instructions to them and evaluating the results of the work
performed. Prior to the outbreak of Covid-19, the Group audit team
had originally planned to follow a programme of planned visits that
was designed Lo ensure that a senior member of the Group audit
team visited each of the locations where the Group audit scope was
focused on a rotation basis and the most significant of them at least
once a year. Due to Covid-19, the Group audit team was not able to
physically travel to these locations for the current year; however.
we employed technology solutions to ensure attendance at all key
meetings and performed remote reviews of component auditor
working papers.

8. OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises the information included in the annual report.
other than the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the
other information and. except to the extent otherwise explicitly
stated in our report. we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information and. in doing so,
consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a
material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have
performed, we conclude that there is a material inisstatemant of this
other information, we are required to report that fact.

We have nothing to report in respect of these matters.

93



FINANCIAL STATEMENTS

Independent Auditor’s Report

to the Members of Renold plc

9. RESPONSIBILITIES OF DIRECTORS

As explained more fully in the directors' responsibilities statement,
the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view,
and for such internal control as the directors determine is necessary
to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible
for assessing the group's and the parent company’s ability to continue
as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors either intend to liquidate the group or the parent company
or to cease operations, or have no realistic alternative but to do so.

10. AUDITOR'S RESPONSIBILITIES FOR THE AUDIT
OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error. and to issue an auditor’s report

that includes our opinion. Reasonable assurance is a high level

of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the
financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part
of our auditor’s report.

REPORT ON OTHER LEGAL AND
REGULATORY REQUIREMENTS

11. OPINIONS ON OTHER MATTERS PRESCRIBED
BY THE COMPANIES ACT 2006

In our opinion, based on the work undertaken in the course of the audit:
e the information given in the strategic report and the directors’

report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared
in accordance with applicable legal requirements.

in the light of the knowledge and understanding of the group and
the parent company and their environment abtained in the course of
the audit, we have not identified any material misstatements in the
strategic report or the directors’ report.

12. MATTERS ON WHICH WE ARE REQUIRED TO
REPORT BY EXCEPTION

12.1. ADEQUACY OF EXPLANATIONS RECEIVED AND
ACCOUNTING RECORDS

Under the Companies Act 2006 we are required to report ta you if, in

our opinion:

e we have not received all the information and explanations we
require for our audit; or

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

s the parent company financial statements are not in agreement
with the accounting records and returns.

We have nothing to report in respect of these matters.

12.2. DIRECTORS' REMUNERATION

Under the Companies Act 2006 we are also required to report ifin
our opinion certain disclosures of directors’ remuneration have not
been made.

We have nothing to report in respect of this matter.

13. USE OF OUR REPORT

This report is made solely to the company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006.

Our audit work has been undertaken so that we might state to the
company’'s members those matters we are required to state to them

in an auditor's report and for no other purpose. To the 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 repart. or for the opinions we have formed.

SIMON MANNING FCA (SENIOR STATUTORY AUDITOR)
FOR AND ON BEHALF OF DELOITTE LLP
STATUTORY AUDITOR

Leeds, United Kingdom
16 June 2020
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FINANCIAL STATEMENTS

Consolidated Income Statement
for the year ended 31 March 2020

2020 2019 (re-presented?)
Statutory  Adjustments Adjusted’ Statutory  Adjustments Adiusted’
Note £m £m £m £m £m £m
Revenue 1 189.4 - 189.4 199.6 - 199.6
Operating costs 2 (179.3) 3.3 {176.0) (184.2) (0.6) (184.8)
Operating profit ) 10.1 33 13.4 15.4 (0.6) 14.8
Operating profit is analysed as: 2
Before adjusting items 10.1 - 101 15.4 ~ 15.4
Restructuring costs - 24 2.4 29 29
Amortisation of acquired intangible
assets - 0.9 09 - 09 09
Pension past service credits - - - - (4.4) (4.4)
Operating profit 10.1 33 13.4 15.4 (0.6) 14.8
Net financing costs 3 (5.2) - (5.2) {5.0) 0.4 (4.6)
Profit before tax 4.9 33 8.2 10.4 (0.2) 10.2
Taxation 4 {1.5) - {1.5) (3.5) 0.5 (3.0)
Profit for the financial year from
continuing operations 34 33 6.7 6.9 0.3 7.2
Discontinued operations 22 (1.5) 15 - 0.2) 0.2 -
Profit for the financial year 19 4.8 6.7 6.7 0.5 7.2
Attributable to:
Owners of the parent 18 6.5
Non-controlling interest 0.1 .2
1.9 6.7
Earnings per share from continuing
operations 5
Basic earnings per share 1.5p 2.9p 30p 3p
Diluted earnings per share 1.5p 2.9p 2.9p 3.0p
Earnings per share from continuing
and discontinued operations 5
Basic earnings per share 0.8p 2.9p
Diluted earnings per share 0.8p 2.8p

© Adyusted: In sddition 1o statutory reporting, the Group reports certair financial metres on an adjustad basis. Definitions of adjusted measures, and information about the ditfferences to
statutory metrics are provided in Note 29 to the financal statements.

 The results for the year ended 31 March 2019 have been re-presented to reflect disconunued operations and changes o the treatment of adjusting items, se¢ Note 28 for further dedails.
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Consolidated Statement of Comprehensive Income

for the year ended 31 March 2020

2020 2015
£m £m
Profit for the financial year 1.9 6.7
Other comprehensive income/{expense):
Items that may be reclassified to the income statement in subsequent periods:
Exchange differences on translation of foreign operations 1.8 27
Loss on hedges of the net investment in foreign operations (0.4) (0.5)
Cash flow hedges:
Loss arising on cash flow hedges during the period {0.3) (0.7)
Less: Cumulative gain arising on cash flow hedges reclassified to profit and loss 0.4 -
Income tax relating to items that may be reclassified subsequently to profit or loss 0.1 -
. 1.6 1.5
items not to be reclassified to the income statement in subsequent periods:
Remeasurement gains/(losses) on retirement benefit obligations 31 (n.2)
Tax on remeasurement gains/losses an retirement benefit obligations - excluding impact of statutory
rate change {0.7) 21
Effect of changes in statutory tax rate on deferred tax assets 13 -
3.7 (9.1)
Other comprehensive income/(expense) for the year, net of tax 5.3 (7.6)
Total comprehensive income/(expense) for the year, net of tax 7.2 (0.9)
Attributable to:
Owners of the parent 74 (11)
Non-controlling interest 0.1 0.2
7.2 (0.9)
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FINANCIAL STATEMENTS

Consolidated Balance Sheet
as at 31 March 2020

2020 2019
Note £m £m
ASSETS
Non-current assets
Goodwill ‘ 7 24.0 231
Other intangible assets 8 8.0 6.6
Property. plant and equipment : 9 53.3 55.5
Right-of-use assets 10 13 -
Deferred tax assets 17 20.4 215
117.0 106.7
Current assets
Inventories 11 46.1 443
Trade and other receivables 12 35.8 375
Current tax 15 -
Cash and cash equivalents 13 15.6 17.6
99.0 99.4
TOTAL ASSETS 216.0 206.1
LIABILITIES
Current liabilities
Borrowings 14 (0.3) -
Trade and other payables ' 15 (37.6) (42.1)
Lease liabilities 10 (3.0) -
Current tax (1.0) (0.9)
Derivative financial instruments 25 {0.3) (0.4)
Provisions 16 {0.7) (0.8)
(42.9) (43.7)
NET CURRENT ASSETS 56.1 55.7
Non-current liabilities
Borrowings 14 {51.4) (47.4)
Preference stock 14 (0.5) 0.5)
Trade and other payables 15 (5.3) (5.4)
Lease liabilities 10 (14.1) -
Deferred tax liabilities 17 (4.6) (5.6)
Retirement benefit obligations 18 (97.6) {(101.9)
Provisions 16 - (2.5)
(173.5) (163.3)
TOTAL LIABILITIES (216.4) (207.0)
NET LIABILITIES (0.4) (0.9)
EQUITY
Issued share capital 19 1.3 1.3
Share premium account 301 30.1
Capital redemption reserve 21 15.4 15.4
Currency translation reserve 21 11.9 10.4
Other reserves 21 (0.3) (0.4)
Retained earnings 21 {68.8) (69.9)
Equity attributable to equity holders of the parent {0.4) (31
Non-controlling interests - 2.2
TOTAL SHAREHOLDERS' DEFICIT (0.4) (0.9)

Approved by the Board on 16 June 2020 and signed on its behalf by:

ROBERT PURCELL 1AN SCAPENS 677 //—— ;
CHIEF EXECUTIVE FINANCE DIRECTOR / //\,
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Consolidated Statement of Changes in Equnty
for the year ended 31 March 2020

Attributable

Currency Capital
Share Share  Retained translation redemption Other  to owners Non-
capital  premium  earnings reserve reserve  reserves of parent controlling Totai
£m account. £in Em £m £m £Im interests  equity
Note 19 £m Note 21 Note 21 Note 21 Note 21 Note 21 £ £m
At 31 March 2018 1.3 301 (67.7) 71 15.4 14 (2.4) 20 (0.4)
Profit for the year - - 6.5 - - - 6.5 0.2 6.7
Other comprehensive
income/(expense) - - (9.3) 33 - (1.8) (7.6) - (7.6)
Total comprehensive income/
(expense) for the year - - (2.6) 33 - (. 8) (1.1) 0.2 (0.9)
Share-based payments 0.4 0.4 0.4
At 31 March 2019 1.3 301 (69.9) 104 15.4 (0. 4) (3.) 2.2 {0.9)
Impact of adoption of IFRS 16 - - {4.3) - - - (4.3) - (4.3)
At 1 April 2019 1.3 3041 (74.2) 10.4 15.4 (0.4) (7.4) 2.2 {5.2)
Profit for the year - - 1.8 - - - 1.8 0.1 19
Other comprehensive
income - - 3.7 1.5 - 0.1 5.3 - 5.3
Total comprehensive income for
the year - - 5.5 1.5 - 0.1 71 01 7.2
Acquisition of non-controlling
interest - - 0.5 - - - 0.5 (2.3) (1.8}
Share-based payments - - {0.6) - - - {0.6) - (0.6)
At 31 March 2020 1.3 301 (68.8) 11.9 15.4 {0.3) (0.4) - (0.4)

9R
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FINANCIAL STATEMENTS

Consolidated Statement of Cash Flows
for the year ended 31 March 2020

2020 2019
£m £m

Cash flows from operating activities (Note 24)
Cash generated from operations 12.5 10.1
Income taxes paid (1.6) (1.8)
Net cash flow from operating activities 10.9 83
Cash flows from investing activities
Proceeds from property disposals 0.1
Purchase of property, plant and equipment (6.7) (9.2)
Purchase of intangible assets {2.5)
Disposal of business (0.1} -
Consideration paid for acquisition of minority interest (1.8) -
Net cash flow from investing activities (11.0) (10.8)
Cash flows from financing activities
Repayiment of principal under lease liahilities (3.3) -
Financing costs paid (2.7) (3.0)
Proceeds from borrowings 75 120
Repayment of borrowings (4.2) -
Net cash flow from financing activities (2.2) 2.0
Net (decrease)/increase in cash and cash equivalents (2.8} 6.5
Net cash and cash equivalents at beginning of year 174 123
Effects of exchange rate changes 0.5 (1.4)
Net cash and cash equivalents at end of year {Note 13} 151 17.4
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Accounting Policies

To aid the reader of the financial statements, certain accounting
policies can be found in the relevant notes.

BASIS OF PREPARATION

STATEMENT OF COMPLIANCE

Renold plc is a public limited company incorporated and domiciled

in the United Kingdom. The consolidated financial statements of

the Company comprise the Company and its subsidiaries (together
referred to as the Group). The Company’s 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 IFRSs as adopted by the EU. In addition. the
financial statements have been prepared in accordance with those
parts of the Companies Act 2006 applicable to groups reporting
under IFRS.

The Parent Company has elected to prepare its parent company
financial statements in accordance with FRS 101; these are presented
on pages 144 to 153. The financial statements were approved by the
Board on 16 June 2020.

BASIS OF ACCOUNTING

The consolidated financial statements have been prepared under the
historical cost convention modified to include revaluation of certain
financial instruments, share options and pension assets and liabilities,
held at fair value as described below. The accounting policies as set
out below have been applied consistently to all periods presented in
these consolidated financial statements except for the adoption of
IFRS 16, as detailed further below.

FUNCTIONAL AND PRESENTATION CURRENCY
These consolidated financial statements are presented in Pounds
Sterling, which is the Group’s functional currency.

FOREIGN CURRENCY TRANSLATION

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
gains and losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies 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 income.

Assets and liabilities of overseas subsidiaries are translated into
Pounds Sterling at the exchange rates at the end of the financial year.
Income statements and cash flows are transtated at the appropriate
average rates of exchange for the year. Differences on exchange
arising on the retranslation of net assets in overseas subsidiaries,
borrowings used to finance or provide a hedge against those
investments and from the translation of the results at average rates
are taken directly to other comprehensive income. On loss of control
of a foreign entity, related exchange differences previously recoghised
in other comprehensive income are recognised in the income
statement as part of the gain or loss on sale.

BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial
statements of the Company and the entities controlled by the
Company made up to 31 March each year.

00

Business combinations are accounted for using the acquisition
method. The consideration transferred for the acquisition of a
subsidiary is the fair value of the assets transferred, the liabilities
incurred and equity interests issued by the Group in exchange for
control of the acquired entity. Consideration transferred also includes
the fair value of any asset or liability resulting from a contingent
consideration arrangement. Acquisition-related costs are expensed
in operating costs as incurred. All identifiable assets and liabilities
acquired and contingent liabilities assumed are initially measured at
their fair values at the acquisition date.

The excess of the consideration transferred. the amount of any
non-controlling interest and the acquisition date fair value of any
previously held equity interest in the acquired entity as compared
with the Group's share of the identifiable net assets are recognised as
goodwill. Where the Group’s share of identifiable net assets acquired
exceeds the total consideration transferred. a gain from a bargain
purchase is recognised immediately in the income statement after the
fair values initially determined have been reassessed.

{A) SUBSIDIARIES

Subsidiaries are entities that are controlled by the Group. Control

is exerted where the Group has the power to govern, directly or
indirectly. the financial and operating policies of the entity so as to
obtain economic benefits from its activities. Typically. a shareholding
of more than 50% of the voting rights is indicative of control.
However, the impact of potential voting rights currently exercisable is
taken into consideration.

The financial statements of subsidiaries are included in the
consolidated financial statements of the Group from the date that
control is obtaned to the date that controf ceases. The accounting
policies of new subsidiaries are changed where necessary to align
them with those of the Group.

Non-controlling interests in the net assets of consolidated subsidiaries
are identified separately from the Group’'s equity therein. They are
initially measured at the non-controlling interest’s share of the net
fair value of the assets and liabilities recognised or at fair value, as
determined on an acquisition-by-acquisition basis. Subsequent te
acquisition, non-controlling interests consist of the amount of those
interests at the date of the original business combination and the
non-controlling interest’s share of the changes in equity since the date
of the combination.

The results and financial position of Renold Scottish Limited
Partnership {(SLP) have been consolidated in the consoldated financial
statements of Renold pic. Renold plc is the parent undertaking of the
general partner in the SLP (see Note (xv) to the Company financial
statements). To determine that Renold plc has control over the SLP,
we considered the following activities, benefits and risks:

* Activities - The SLP was established by Renold pic as @ means of
funding its pension ubligation in an efficient manner.

e Benefits - During the 25-year period. the Renold Pension Scheme
will receive substantially all of the SLP's income. However, after
this period, the Renold Group is entitled to any remaining income
generated in the SLP. together with any other residual value in
the SLP.

» Risks - The Group bears the risks incidental to the activities of
the SLP because it retains the obligation to ensure the pension
scheme is appropriatery funded
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Accordingly. advantage has been taken of the exemption conferred by
paragraph 7 of the Partherships {Accounts) Regulations 2008 from
the requiremients for preparation, delivery and publication of the
partnership’s accounts.

(B) TRANSACTIONS ELIMINATED ON CONSOLIDATION

Intra-group balances and transactions, and any unrealised income
and expense arising from intra-group transactions. are eliminated

in preparing the consolidated financial statements. Unrealised gains
arising from transactions with equity accounted investments are
eliminated to the extent of the Group's interest in that investment.
Unrealised losses are eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of impairment.

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 operational 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 is set out in the Strategic Report on pages
10 to 47. including the Principal Risks and Uncertainties section on
pages 32 ta 36.

The financial position of the Group. its cash flows, liquidity position
and borrowing facilities are described in the Strategic Report on
pages 10 to 47. In addition, Note 25 to the financial statements
includes the Group's objectives, policies and processes for managing
its capital, its financial risk 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 13, 14
and 24 to the financial statements.

The facility has historically been subject to twa covenants, which are
tested semi-annually: net debt to EBITDA (leverage) and EBITDA to
net finance charges. In recognition of the current macroeconomic
uncertainty, the Group's banks have amended the covenant

test structure, replacing the existing tests with minimum rolling
12-monthly EBITDA and minimum available liquidity tests, tested on
a quarterly basis for the period to March 2021. After March 2021, the
facility reverts to the original net debt to EBITDA and EBITDA to net
finance charge covenants, but with a greater level of flexihility

(i.e. 3.5 times net debt to EBITDA versus original 2.5 times) until
September 2021 when the original covenant tests resume.

The Directors believe that the Group is well placed to manage 1ts
business risks and, after making enquiries including a review of
forecasts and predictions, taking account of reasonably possible
changes in trading performances and considering the existing banking
facilities, including the available liquidity and amended covenant
structure, have a reasonable expectation that the Group has adequate
resources to continue in operational existence for the next 12 months
following the date of approval of the financial statements.

GOVERNANCE

CHANCIAL STATEMENTS ADDITIONAL INFORMATION

The uncertainty as to the future impact on the Group of the current
Covid-19 pandemic has been considered as part of the Group's
adoption of the going concern basis. Our Chinese manufacturing
facility reopened in March 2020 and all ather facilities which had been
closed due to national restrictions have now reopened, although some
with reduced staffing levels. Across the Group. public health measures
advised by governiments are being followed, operating costs have
been reduced, including by utilising government-backed support
schemes to maintain employment, and capital expenditure and other
cash demands are being managed.

As part of its assessment. the Board has considered downside
scenarios that reflect the current unprecedented uncertainty in the
global economy and which we consider to be severe but plausible. The
results of these scenarios show that there is sufficient liquidity in the
business for a period of at least 12 months from the date of approval of
these financial statements. However. the most severe downside case
indicates the potential for a covenant breach during the test period,
notwithstanding the recent changes to the covenants over the period
to 30 September 2021 which create greater headroom. Lenders remain
supportive, as indicated by the recent covenant amendments, and
further flexibility may be available in the future if required. The most
severe scenario considered assumed Group revenue being more than
20% below revenues for the year ended 31 March 2020. and more

than 25% below revenues in the year ended 31 March 2019, being

the last period which was not impacted by the Covid-19 pandemic.

Set against this were mitigating actions including discretionary cost
reductions, managernent of headcount, utilisation of government
schemes to maintain employment, pay reductions across a broad range
of global employees, and cash preservation actions including deferral
of contributions to the UK pension scheme, deferral of rent and tax
payments and significant reductions to capital expenditure.

The most severe but plausible downside scenario, arising due ta risk
over levels of future revenue, indicates a material uncertainty related
to events or conditions which may cast significant doubt over the
Company’'s and Group’s ability to continue as a going concern in the
event that. following a covenant breach. lenders elected to trigger a
repayment of outstanding debt. In such circumstances and without
further mitigating actions. the Company and Group may be unable

to realise assets and discharge liabilities in the normal course of
business. The Company and Group consolidated financial statements
do not include the adjustments that would result if the Company and
Group were unable to continue as a going concern.

Having undertaken this work, the Directors are of the apinion that
the Coimpany 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
consolidated financial statements.

REVENUE

Revenue for goods sold is recognised at the value of the consideration
specified in the contract with the customer for the sale of goods net
of sales rebates, discounts, VAT and other sales related taxes and
after eliminating sales within the Group. Revenue is recognised when
the performance obligations of the Group, principally the obligation
to despatch or deliver the specified goods, are satisfied. Revenue is
recognised on the following basis:

101

1



FINANCIAL STATEMENTS

Accounting Policies

(A) SALE OF GOODS

Revenue is recognised on the sale of goods when the performance
obligations of the Group, principally the obligation to despatch or
deliver the specified goods, are satisfied, which is consistent with
when the risks and rewards of ownership have transferred from the
Group to the customer. This is normally the point of despatch to the
customer when title passes.

{B) SALES REBATES AND DISCOUNTS

These comprise customner discounts and rebates which are sales
incentives to customers to encourage them to purchase increased
volumes and are related to total volumes purchased and sales growth
or incentives for early payment. They are recognised in the same
period as the sales to which they relate based upon management’s
best estimate of the amount necessary to meet claims made by the
Group's customers in raspect of these rebates and discounts such
that the revenue recognised equals the consideration specified in the
contract net of contractual rebates and discounts.

DISCOUNTS RECEIVED FROM SUPPLIERS

These comprise rebates and discounts received from suppliers as
incentives to purchase increased volume or early settlement of
amounts payable They are recognised within operating costs over the
period to which the contract or purchase relates.

RESEARCH AND DEVELOPMENT

Expenditure on research and development is charged to the income
statement in the year in which it is incurred with the exception of:

e amounts recoverable from third parties; and

o expenditure incurred in respect of the development of major new
products, where the outcome of those projects is assessed as:

(i) being reasunably certain with regard to viability and technical
feasibility: and

(i) where the Group has obtained contractual commitments for
the purchase of the new product covering a period of greater
than 12 months.

Such expenditure is capitalised and amortised over the estimated
period of sale for each product, commencing in the year that sales of
the product are first made. Amortisation is charged on a straight-line
basis.

CRITICAL JUDGEMENTS IN THE APPLICATION OF THE
GROUP’'S ACCOUNTING POLICIES

tn the course of preparing the financial statements, certain
judgements have been made in the process of applying the Group's
accounting policies. in addition to those involving estimations (below),
that have had a significant effect on the amounts recognised in the
financial statements.

GOING CONCERN

The financial statements have been prepared on a going concern
basis. This requires significant judgement given the current
unprecedented circumstances of the Covid-19 virus. Refer to the Going
Concern section ahove for details of the judgements and assumptions
made by the Directors in forming their view on going concern in
preparing the financial statements.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of financial statements in conformity with generally
accepted accounting principles requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expenses during 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 liabilities in the future.

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

(A) TAXATION

Deferred tax assets in respect of pension liabilities are recognised in
full given the business has a legal obligation to make the underlying
pension contributions and it is probable that adequate taxable profit
will be available to take advantage of the associated taxable deductions.
Deferred tax assets are recognised for all unused tax losses to the
extent that it is prabable that taxable profit will be available against
which the losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of future taxable
profits together with future tax planning strategies. Actual outcomes
may vary which could require a material adjustment tu the carrying
amounts. Further details are contained in Note 17.

The Group records liabilities in respect of open tax computations
where the liabilities remain to be agreed with the relevant tax
authorities. The uncertain tax items for which a liability is recorcled
principally relate to ongoing tax audits and the interpretation of tax
legislation. Due to the uncertainty associated with such tax items, it

is possible that at a future date, on conclusion of open tax matters,
the final outcome may vary significantly. White a range of outcomes is
reasonably possible, the extent of this range is additional liabilities of
up to £0.4m to a reduction in liabilities of up to £1.0m.

(B) RETIREMENT BENEFIT OBLIGATIONS

The valuation of the Group’s defined benefit plans are determined

by using actuarial valuations. These involve making assumptions
ahout discount rates, mortality rates, future salary increases and
future pension increases (future salary and pension increases are
linked to inflation rate assumptions) Due to the long-term nature of
these plans such estimates are subject to significant uncertainty. Net
interest is calculated by applying the discount rate to the net defined
benefit liability. Further details are given in Note 18.

(C) RIGHT-OF-USE ASSETS

Prior to the adoption of IFRS 16 'Leases’ the Group had previously
assessed operating lease arrangements at the Bredbury. UK

and Mulgrave, Australia facilities as onerous, with onerous lease
provisions recarded in the Group's balance sheet accordingly. On
adoption of IFRS 16, the onerous lease provisions were derecognised
with an equal amount recorded as a reduction to the opening value
of right-of-use assets. At the end of the current reporting period. the
value of the Bredbury right-of-use asset is based on assumptions
upon future sub-letincome streams and the discount rate used. The
lease for the Mulgrave facility reached the end of the lease term and
no sources of estimation uncertainty remain for this property. For
further details of the Bredbury lease refer to Note 10.
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(D) INVENTORY VALUATION
Determining the carrying value of the Group’s inventory involves a
number of estimations and assumptions, including:

* those involved in deriving the gross value of inventory under the
Group’s standard cost methodotogy; and

» those involved in calculating an appropriate level of provision.

The Group's standard cost methodology allocates amounts of
attributable direct costs indirect costs and overheads incurred in
the production process to the value of work in progress and finished
goods. Determining the amount to absorb into these manufactured
inventory balances involves deciding which cost lines should be
included within the standard costing model. The standard costing
model is also dependent on estimates included in the detailed
financial budgets prepared at business unit level in relation to the
anticipated future level of production costs, production volurne and
machine hours. While the budgets are subject to detailed review and
chaltenge. they inherently rely on the estimations of management.

The calculation of inventory provisions requires estimation by
management of the expected value of future sales. If the carrying value
of inventory is higher than the expected recoverable value, the Group
makes provisions to write inventory down to its net recoverable value.
Inventory is initially assessed for impairment by comparing inventory
levels to urilisation rates over the last 24 months.

At 31 March 2020, there was a total provision of £6.3m (2019: £6.9m)
against gross inventory of £52.4m (2019: £51.2m). See Note 11 for

a breakdown of inventory. A 5% increase in the proportion of raw
materials provided for would increase the provision by £0.3m (2019:
£0.3m) and a 5% increase in the proportion of finished goods provided
for would increase the provision by £1.8m (2019: £1.7m).

{E) 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 is tested
for impairment annually and at other times when such indicators
exist. 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 urder

to calculate the net present value of those cash flows. The Covid-19
pandemic and its impact on the economy is unprecedented and will
not be fully understood for a sustained period. While the economic
uncertainty continues. management cannot rule out significant
changes to the key value-in-use assumptions. Further details of

the Group's impairment testing including key assumptions and
sensitivities are included in Note 7.

ADOPTION OF NEW AND REVISED STANDARDS

(A) MAJOR NEW AND REVISED ACCOUNTING STANDARDS

ADOPTED BY THE GROUP

IFRS 16 ‘LEASES’

From 1 April 2019 the Group has adopted IFRS 16 ‘Leases on @
modified retrospective basis. As permitted under the standard no
restatement of prior year comparatives has been performed and the
adjustments arising on adoption have been recognised in the opening
balance sheet at 1 April 2019.

GOVERNANCE
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Approach to transition

On adoption of IFRS 1o, the Group recognised lease liabilities in
relation to leases whith had previously been classified as operating
leases. These liabilities were measured at the present value of the
remaining lease payments, discounted using the Group's incremental
borrowing rate as of 1 April 2019. The associated right-of-use assets
were measured on a retrospective basis as if the new rules had
always been applied

In applying 1FRS 16 for the first time. the Group has used the following
practical expedients permitted by the standard:

¢ The use of a single discount rate to a portfolio of leases with
reasonably similar characteristics;

» Reliance on previous assessment of whether leases are onerous
and deduction of onerous lease provisions from the initial right-
of-use asset recognised;

¢ The exclusion of initial direct costs for the measurement of the
right-of-use asset at the date of initial application;

* The use of hindsight in determining the lease term where the
contract contains options to extend or terminate the lease; and

¢ Not to reassess whether a contractis or contans a lease.

The Group's weighted average incremental borrowing rates applied
to lease liabilities as at 1 April 2019 are 2.6% in respect of property
leases, 4.3% in respect of plant and equipment feases and 4.1% n
respect of vehicle leases.

Financial impact

As the Group has used the modified retrospective approach in
adopting IFRS 16, comparatives have not been restated. The adoption
of this new accounting policy resulted in the following changes to the
opening balance sheet at 1 April 2019:

£m
Increase in right-of-use assets 10.4
Decrease in property. plant and equipment {0.9)
Decrease in onerous lease provisions 3.2
Increase in lease liabilities {17.0)
Net decrease in retained earnings (4.3)

Of the total £10.4m of right-of-use assets recognised at 1 April 2019,
£7.7m related to leases of property and £2.7m to leases of plant and
machinery.

The impact on profit or loss for the year ended 31 March 2020 was
the following:

£m
Increased depreciation charge (2.5)
Decreased fease rental expense 3.0
Net increase in operating profit 0.5
Increased finance costs {0.5)

Net increase in profit for the period -
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Accounting Policies

The adoption of IFRS 16 has also had an impact on the presentation
of the payment of lease rentals in the cash flow statement. In the
comparative periods, lease rentals were recorded in operating
expenses (or where relevant, against the associated onerous lease
provision) and therefore deducted in cash flows from operating
activities. In the year ended 31 March 2020, operating expenses
includes a depreciation charge which has subsequently been added
back within cash flows from operating activities. The interest element
of lease repayments is presented within finance costs paid and the
principal element of the lease payment has been included within
cash flows from financing activities. Short-term lease payments and
payments for leases of low-value assets are presented within cash
flows from operating activities.

The impact on the cash flow statement for the year ended 31 March
2020 is as follows:

£m
Increased operating profit 0.5
Increased depreciation of property, plant and
equipment 2.5
Movement in provisions for onerotis leases 0.8
Net increase in cash from operating activities 3.8
Repayment of principal element of lease liabilities (3.3)
Repayment uf interest element of lease liabilities (0.5)
Net decrease in cash used in financing activities (3.8)

Net change in cash and cash equivalents -

Total cash outtlows for leases in the year ended 31 March 2020 were
£4.0m, including £0.2m cash outflows in relation to short-term leases
and leases of low-value assets.

A reconciliation of total operating lease commitments to the IFRS 16
lease liability at 1 April 2019 is as follows:

£m
Operating lease cummitments disclosed under I1AS 17
at 31 March 2019 18.8
Effect of discounting (4.5)
Other’ 27
Lease liabilities recognised at 1 April 2019 17.0

Other principally ac.udes inflstionary increases of £3 7ivi or long preperty ‘eases (48
years). These afativnary nursases were not pre ziously secogrised n the 1AS 17 operatrg
(@356 LOMITILMENE JISC D5uTE

Accounting policy

Please see Note 10 for details of the Group's Accounting Policies for
the right-of-use assets and lease liabilities arising under IFRS 16.

(B) OTHER NEW AND REVISED ACCOUNTING STANDARDS ADOPTED
BY THE GROUP

During the year. the International Accounting Standards Board and
International Financial Reporting Interpretations Committee have
issued the following standards, amendments and interpretations,
which are considered relevant to the Group. Their adoption has not
had any significant impact on the amounts or disclosures repurted in
these financial statements.

e Amendment to IAS 19R ‘Employee Benefits’
The amendments to IAS 19R relate to pension plan amendments,

curtailments and settlements and clarify the calculation of current
service cost and net interest for the remainder of an annual period
when a plan amendment or curtailment occurs

N4

e IFRIC 23 'Uncertainty over income tax treatments’

The interpretation clarifies that if it is considered probable that a

tax authority will accept an uncertain tax treatment, the tax charge
should be calculated on that basis. If it is not considered probable,
the effect of the uncertainty should be estimated and reflected in the
tax charge. In assessing the uncertainty. it is assumed that the tax
authority will have full knowledge of all information related to the
matter.

*  Amendments to IFRS 9 (Prepayment Features with Negative
Compensation)

The amendments address concerns about how IFRS 9 Financial

Instruments classifies particular prepayable financial assets. In

addition, the 1ASB has clarified an aspect of the accounting for

financial liabilities following a modification.

¢ Amendments to IAS 28 (Long-term Interests in Associates and
Joint Ventures)

The amendments clarify that an entity applies IFRS 9 Financial

Instruments to long-term interests in an associate or joint venture

that form part of the net invesunent in the associate or Joint venture

bt to which the equity method is not applied.

o Amendinents to IAS 12 (incoine Taxes)

The amendments clarify that the requirements in the former
paragraph 52B (to recognise the income tax consequences of
dividends where the transactions or events that generated
distributable profits are recognised) apply to all income tax
consequences of dividends by moving the paragraph away from
paragraph 52A that only deals with situations where there are
different tax rates for distributed and undistributed profits.

¢ Amendments to IAS 23 (Borrowing Costs)

The amendments clarify that if any specific borrowing remains
outstanding after the related asset is ready for its intended use

or sale, that borrowing becomes part of the funds that an entity
borrows generally when calculating the capitalisation rate on general
horrowings.

(C) NEW AND REVISED ACCOUNTING STANDARDS AND
INTERPRETATIONS WHICH WERE IN ISSUE BUT WERE NOT YET
EFFECTIVE AND HAVE NOT BEEN ADOPTED EARLY BY THE GROUP
The IASB published a number of amendments to IFRSs, new
standards and interpretations which are not yet effective. and

of which some have been endorsed for use in the EU. An impact
assessment has been performed for each of these. with no significant
financial impact being identified for the consolidated financial
statements of the Group and the separate financial statements of
Renold plc. The amendments, new standards and interpretations will
be adopted in accordance with their effective dates.

* Amendments to IFRS 3 (Definition of a business)
o Amendments to 1AS 1 and IAS 8 (Definition of material)

» Conceptual Framework (Amendments to References to the
Conceptual Framework in IFRS Standards)

e Amendments to IFRS 10 and IAS 28 (Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture)

e Amendments to IFRS 7. IFRS 9 and IAS 39 ‘Financial Instruments
(Interest Rate Benchmark Reform)

e IFRS 17 'Insurance Contracts’
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FINANCIAL STATEMENTS

Notes to the Consolidated Financial Statements

1. SEGMENTAL INFORMATION

For management purposes, the Group is organised into two operating segments according to the nature of their products and services and these

are considered by the Directors to be the reportable operating segments of Renold plc as shown below:

* The Chain segment manufactures and sells power transmission and conveyor chain and also includes sales of torque transmission products
through Chain National Sales Companies (NSCs); and

* The Torque Transmission segment inanufactures and sells torque transmission products, such as gearboxes and couplings.
No operating segments have been aggregated to form the above reportable segments.

The Chief Operating Decision Maker (CODM) for the purposes of IFRS 8 ‘Operating Segments' is considered to be the Board of Directors of
Renold plc. Management monitor the results of the separate reportable operating segments based on operating profit and loss which is
measured consistently with operating profit and loss in the consolidated financial statements. The same segmental basis applies to decisions
about resource allocation. Disclosure has not been included in respect of the operating assets of each segment as they are not reported to the
CODM on a regular basis. However, Group net financing costs. retirement benefit abligations and income taxes are managed on a Group basis
and therefore are not allocated to operating segments. Transfer prices between operating segments are on an arm's length hasis in a manner
similar to transactions with third parties.

Head office

Torque costs and

Chain* Transmission eliminations Consolidated
Year ended 31 March 2020 £m £m £Em £m
Revenue
External customer 151.4 38.0 - 189.4
Inter-segment! 11 4.6 (5.7) -
Total revenue 152.5 42.6 (5.7) 189.4
Adjusted operating profit/(loss) 14.0 51 (5.7) 13.4
Restructuring costs (1.9) {0.4) (0.1) {(2.4)
Amortisation of acquired intangible assets (0.9} - - {0.9)
Operating profit/(loss) ' 1.2 47 (5.8) 101
Net financing costs (5.2)
Profit before tax from continuing operations 4.9
Taxation {1.5)
Discontinued operations {1.5)
Profit after tax and discontinued operations 1.9
Other disclosures
Working capital® 341 9.7 0.5 443
Capital expenditure” 6.8 1.0 13 9.1
Depreciation and amortisation included in adjusted operating profit/loss 6.8 2.0 17 10.5
Amortisation of acquired intangibles 0.9 - - 0.9
Total depreciation and amortisation 7.7 2.0 1.7 1.4

! Inter-segment revenues sre ebminated on consolidation

*Included in Chain external sales is £6 4m {2019: £4.2m) of Torque Transmission product sold through the Chain NSCs, usually in countries where Torgue Transmission does not have its own
presence.

3 The measure of segrient assets reviewed by the CODM is total working capital defined as inventories and trade snd other receivables, less trade and other payables Waorking capital is also
measured as a rgtio of rolling annual sates.

* Capital expenditure consisis of additions ta property. plant and equipment and intangible assets
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1. SEGMENTAL INFORMATION conrinuep

Head office

Torque costs and

Chain™ Transmission  eliminations  Consolidated
Year ended 31 March 2019 {re-presented®) £m £m £m £m
Revenue
External customer 163.9 357 - 199.6
Inter-segment’? 10 4.4 (5.4) -
Total revenue 1649 401 (5.4) 199.6
Adjusted operating profit/{loss) 18.4 33 (6.9) 14.8
Pension past service credit - - 4.4 4.4
Restructuring costs (2.2) - (0.7) (2.9)
Amortisation of acquired intangible assets (0.9) - - (0.9)
Operating profit/{loss) 15.3 3.3 (3.2) 15.4
Net financing costs (5.0)
Profit before tax from continuing operations 104
Taxation (3.5)
Discontinued operations (0.2)
Profit after tax and discontinued operations 6.7
Other disclosures
Working capital® 26.8 10.6 2.0 39.4
Capital expenditure? 13.0 09 13 15.2
Depreciation and amortisation included in adjusted operating profit/loss 5.0 1.6 11 77
Amortisation of acquired intangibles 09 - - 0.9
Total depreciation and amortisation 5.9 1.6 11 8.6

b Inter-segment revenues arg eliminated on consolidation.

3 Included in Chain external sales 1s £8.4m (2019- £4.2m) of Torgue Transmission product sold through the Chain NSCS. usually in countries wliere Torgque Transmission does not have 1ts own

prasence

* The measure of segment assets reviewed by the CODM is total working capital. defined as inventories and trade and other receivaoles, less trade and other payables. Working capizal is also

messured as 3 rato of roling annuat sales.

* Capital expenditure consists of additions ta property. plant and equipment and intangible assets.

5 The results for the vear ended 31 March 2019 have been re-presented to reflect discontinued operations and changes to the treatment of adjusting items, see Note 28 for further details,
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1. SEGMENTAL INFORMATION conminuep

In addition to statutory reporting. the Group reports certain financial metrics on an adjusted basis (alternative performance meastires, APMs).
Definitions of adjusted measures, and information about the differences to statutory metrics are provided in Note 29 to the financial statements.

GOVERNANCE

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

Constant exchange rate results are retranslated to current year exchange rates and therefore only the prior year comparatives are an alternative
performance measure. A reconciliation is provided below and in Note 29.

Head office

Torque costs and

Chain  Transrnission  eliminations  Consolidated
Year ended 31 March 2019 {re-presented') £m £m £m £m
Revenue
External revenue from continuing operations 163.9 35.7 - 199.6
Foreign exchange retranslation 1.8 0.5 - 2.3
External revenue from continuing operations at constant exchange rates 165.7 36.2 - 2019
Adjusted operating profit/(loss) from continuing operations 18.4 33 (6.9) 14.8
Foreign exchange retranslation 01 0.1 - 2
Adjusted operating profit/(loss) from continuing operations at constant
exchange rates 18.5 3.4 (6.9) 15.0

The results for the year ended 31 March 2019 have been re-presented to reflect discontinued operations and changes to the treatment of adjusting items, see Note 28 for furiher degails.

GEOGRAPHICAL ANALYSIS OF EXTERNAL SALES BY DESTINATION, NON-CURRENT ASSET LOCATION AND AVERAGE

EMPLOYEE NUMBERS

The UK is the home country of the parent company. Renold plc. The principal operating territories, the proportions of Group external revenue
generated in each (customer location), external revenue, non-current assets (asset lacation) and average employee numbers in each are as follows:

Revenue ratio from continuing

External revenue from

Non-current assets

operations continuing operations {excluding deferred tax) Employee numbers
2020 2019 2020 2019 2020 2019 2020 2019
Yo % £m £m £m £m
United Kingdom 8.1 75 15.3 15.0 18.6 12,5 297 321
Rest of Europe 29.4 308 55.7 615 22.0 189 510 558
Americas 423 41.8 801 834 32.0 314 315 328
Australasia 9.6 9.7 181 19.4 3.9 27 135 125
China 4.5 4.2 8.6 84 14.9 141 278 339
India 43 4.2 81 84 5.2 5.1 372 392
Other countries 1.8 1.8 3.5 35 - 038 - 35
100.0 100.0 189.4 199.6 96.6 85.2 1,907 2,098

All revenue relates to the sale of goods and services. No individual customer, ar group of customers. represents more than 10% of Group

revenue (2019: None).

Non-current assets consist of goodwill, other intangible assets, property. plant and equipment and investment property. Other non-current
assets and deferred tax assets are not included above.
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2. OPERATING COSTS AND ADJUSTING ITEMS

(A) OPERATING PROFIT FROM CONTINUING OPERATIONS IS STATED AFTER CHARGING/(CREDITING):

2020 2019 {re-presented’)
£m £m £Em £m

Change in finished goods and work in progress (1.7) (4.4)
Raw materials and consumables 70.0 749
Other external charges 26.4 31.0
Employee costs

Gross wages and salaries 60.6 60.8

Social security costs 7.3 79

Pension costs

- defined benefit (Note 18) 0.2 01

- defined contribution (Note 18) 1.0 11

Share-based incentive plans (0.7) 03

68.4 70.2

Depreciation of property, plant and equipment

- owned assets 6.1 5.4

- right-of-use assets 2.5 -
Amortisation of intangible assets 1.9 22
Short-term leases and leases of low-value assets (2019: Operating leases)

- plant and machinery 01 09

- property 0.1 1.6

0.2 25

Other operating income (0.2) (0.3)
Income from sub-leasing right-of-use assets (0.6)
Loss on disposal of property, plant and equipment 01 0.4
Research and development expenditure 07 0.6
Auditor's remuneration (Note 2(b)) 0.7 06
Impairment losses and gains (including reversals of impairment losses) on
financial assets
- trade receivables impairment - 03
Net foreign exchange losses 0.7 0.6
Pension administration costs 0.8 0.8
Operating costs before adjusting items 176.0 184.8
Adjusting items and restructuring costs (Note 2(c})
Pension past service credit - (4.4)
Amortisation of acquired intangible assets 0.9 09
Restructuring costs 2.4 2.9
Adjusting items 33 (0.6)
Total operating costs from continuing operations 179.3 184.2

! The resuits for the year ended 31 March 2019 have been re-presented to reflect discontinued operations and changes to the treaument of adjusting items, see Note 28 for further details.
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2. OPERATING COSTS AND ADJUSTING ITEMS continueo
(B) AUDITOR'S REMUNERATION

2020 2018
£'000 £000
Audit of the Group’s annual financial statements 260 197
Audit of the Company's subsidiaries 390 355
Total audit fees 650 552
Advisory services: Working capital report for AIM listing - 150
Total non-audit fees - 150
This is analysed in the following captions in the financial statements:
Operating costs before adjusting items 650 552
Adjusting items ~ 150
650 702
(C) ADJUSTING ITEMS

ACCOUNTING POLICY
Items which individually or, if of a similar type, in aggregate, are material to an understanding of the Group’s financial performance are
separately disclosed as an ‘adjusting item’ on the face of the income statement.

In addition to statutory reporting, the Group reports certain financial metrics on an adjusted basis (alternative performance measures, APMs).
Definitions of adjusted measures, and information about the differences to statutory metrics are provided in Note 29 to the financial statements.

2020 2019
£m £m
Included in operating costs
Strategic Plan restructuring costs 2.0 24
Other 0.4 05
Restructuring costs 2.4 2.9
Pension past service credit - (4.4)
Amortisation of acquired intangible assets (Note 8) ‘ 0.9 09
Adjusting items in operating profit 3.3 (0.6)
2020 2018
£m £m
Included in net financing costs
Discount unwind on onerous lease provision - 0.1
Amortisation of financing costs on refinancing - 0.3
Adjusting items in net financing costs - 0.4

RESTRUCTURING COSTS

Restructuring costs were incurred in the year as part of the Strategic Plan. including redundancy costs assaciated with headcount reductions
and various other smaller costs associated with restructuring. A further £0.4m of other costs were incurred in relation to the investigation of the
historical overstatement of profit in the Gears business unit and the purchase of the non-controlling interest in the Group's Indian operations.

Prior year restructuring costs included £1.8m for the multi-year project to transfer the China Chain manufacturing facility (which completed
ahead of schedule in the second half of the 2019 financial year), the final costs associated with the European restructuring project and the
closure of the Singapore site. Other costs included those associated with transferring the company's stock market listing to AlM.

Restructuring costs are recognised as adjusting items because they are considered material and non-recurring.
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2. OPERATING COSTS AND ADJUSTING ITEMS continueo
PENSION PAST SERVICE CREDIT

The prior year pension past service credit of £4.4m related to the UK pension scheme and was the netimpact of an £8.2m gain, following the

move of certain future pension increases from RPY to CPI, off-set by a £3.8m past service cost relating to GMP equalisation.
This item is included in adjusting as it is non-recurring and relates to legacy pension liahilities.
AMORTISATION OF ACQUIRED INTANGIBLE ASSETS

Acquisition related intangible asset amortisation costs of £0.9m (2019: £0.9m) were recognised in the current year. This is considered to be an
adjusting item on the basis that these charges result from acquisition accounting and do not relate to current trading activity.

ADJUSTING FINANCE COSTSITEMS

The financing elements of adjusting liabilities, including the unwind of discount on provisions. are excluded from adjusted finance costs because
these provisions were originally recognised as adjusting and the treatment has been maintained for ongoing costs and credits.

{D) EMPLOYEES AND KEY MANAGEMENT COMPENSATION

Employee costs, including Directors, are set out in Note 2(a). Key management personnel are represented by the Board and their aggregate

emoluments were as follows:

2020 2019
£'000 £000
Statutory Directors’ remuneration 859 942
Share-based payment (credit)/charge (464) 216
Sacial security costs 122 105
Total 517 1.263

Further details of the remuneration of Directors are provided in the Directors’ Remuneration Report on pages 68 to 83.

A geographical split of the Group's average number of employees during the year is included in Note 1. The total number of employees employed

by the Group at 31 March 2020 was 1,826 (2019: 2.059).

3. NET FINANCING COSTS
ACCOUNTING POLICY

Borrowing costs are expensed in the period they occur and consist of interest and other costs that an entity incurs in connection with the

borrowing of funds.

2020 2019
Em £m

Financing costs:
Interest payable on bank loans and overdrafts” (2.1) (1.9)
interest expense on lease liabilities* (0.5) -
Amortised financing costs” (0.2) (0.3)
Amortisation of financing costs on refinancing” - (0.3)
Loan financing costs (2.8) (2.5)
Net 1AS 19R financing costs (2.2) (2.4)
Discount unwind on non-current trade and other payables (0.2) -
Discount unwind on provisions - (0.1)
Net financing costs (5.2) (5.0)

“ Amounts arising on financial abilities measured at amortised cost.
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4. TAXATION
ACCOUNTING POLICY
The tax charge included in the income statement carnprises current tox payable and deferred tox.

The Group is subject to taxes in numerous jurisdictions. The current tax charge represents an estimate of the omounts payable to tax
authorities in respect of taxable profits. It is based on tax rates and laws that have been enacted, or substantively enacted, by the balance
sheet date.

Deferred income tax is provided using the liobility method, providing for temporary differences orising between the tox bases of ossets and
liabilities and their carrying amounts in the consolidated financial statements. The amount of deferred tax provided is calculated using tox rotes
enucted or substantively enacted ot the balance sheet date.

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

Deferred income tax relating to items recognised directly in other comprehensive income is recognised in other comprehensive income and not
the income statement. Similarly, income tax is charged or credited to equity if it relates to items that are credited or charged directly to equity.
Otherwise, income tox is recognised in the income statement.

Deferred tax bolonces are analysed in Note 17.

ANALYSIS OF TAX CHARGE IN THE YEAR

2020 2019
£m £m
United Kingdom
UK corporation tax at 19% (2019: 19%) - -
Overseas taxes
Corporation taxes 0.9 16
Adjustiments in respect of prior periods {0.5) (0.6)
Withholding taxes 0.2 0.
Currentincome tax charge 0.6 11
Deferred tax
UK - origination and reversal of temporary differences 0.2 1.0
Overseas - arigination and reversal of temporary differences 1.9 1.8
Effect of changes in corporate tax rates (0.1) -
Adjustments in respect of prior periods (1.1) (0.4)
Total deferred tax charge (Note 17) 0.9 2.4
Tax charge on profit on ordinary activities 1.5 35
2020 2019
£m £m
Tax on items taken to other comprehensive income
Deferred tax on changes in net pension deficits 0.7 (2.
Effect of changes in statutory tax rate on deferred tax assets (1.3) -
Tax on fair value of derivatives direct to reserves (0.%) -
Tax credit in the statement of other comprehensive income (0.7) (2.1)

FACTORS AFFECTING THE GROUP TAX CHARGE FOR THE YEAR

The current year UK deferred tax charge relates to pensions with the charge arising on the net of the past service credit, interest charges, and
cash contributions. Overseas deferred tax relates to the utilisation of recognised deferred tax assets. The increase in overseas current corporate
tax relates to jurisdictions where historical tax losses have now been fully utilised.

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 utilisation of tax losses. No deferred tax is recognised on the unremitted earnings of overseas subsidiaries in accordance with 1AS 12.39.
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4. TAXATION conminueo

The actual tax on the Group’'s profit before tax differs from the theoretical amount using the UK corporation tax rate as follows:

2019
2020 (re-presented?)
£m £
Profit on ordinary activities before tax 4.9 10.4
Theoretical tax charge at 19% (2019: 19%) 0.9 2.0
Effects of:
Permanent differences 03 02
Overseas tax rate differences 03 07
Effect of changes in corporate tax rates (09) -
Adjustments in respect of prior periods (1.6) (1.0)
Movement in unrecognised deferred tax 1.7 1.6
Total tax charge 1.5 35
Comprising:
Total tax charge on adjusted profit before tax 15 3.0
Taxation on adjusting items:
Amortisation of acquired intangible assets - (0.3)
Pension past service credits - 0.8
Taxation charge on adjusting iteins - 0.5
Taxation on discontinued operation -
Total tax charge ) 1.5 35

The results far the year endad 31 March 2019 have been re-presented to reflect discontinued operauions and changes to the treatment of adjusung items, see Note 28 (or further details.

EFFECTIVE TAX RATE
The effective tax rate of 31% (2019: 34%) is higher than the UK tax rate of 19% (2019: 19%) due to the following factors:

e Losses in jurisdictions where, due to uncertain future profitability, deferred tax assets are not recognised;

* Permanent differences including items that are disallowed from a tax perspective such as entertaining and certain employee costs;
* Differences in overseas tax rates, typically being higher than the rates in the UK: offset by .

* Prior year adjustments arising as tax submissions are finalised and agreed in specific jurisdictions.

TAX PAYMENTS
Cash tax paid in the year of £1.6m (2019: £1.8m) is higher than the current tax charge as payments on account exceeded the calculated liabilities
for the year.

5. EARNINGS PER SHARE
Earnings per share (EPS) is calculated by reference to the earnings for the year and the weighted average number of shares in issue during the
year as follows:

2020 2019 (re-presented?)
Per share Per share
Earnings Shares - amount Earnings Shares amount
£m {thousands) (pence) £m (thousands) {pence)
Basic EPS from continuing and
discontinued operations
Profit attributed to ordinary shareholders 1.8 225,418 0.8 6.5 225.418 29
Loss for the period from discontinued
operations 1.5 0.7 0.2 01
Basic EPS from continuing operations 3.3 225,418 1.5 6.7 225,418 3.0

b Adjusted In addition o statutery reporting, the Group reports certain financial metrics on an adjusted basis. Definitions of adjusted messures and information dbout the diiferences to
statutory metrics are provided in Note 29 to the financial statements.
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S. EARNINGS PER SHARE conminuen

2020 20168 {re-presented’)
Per share Per share
Earnings Shares amount Earnings Shares amount.
£m  (thousands) {pence) £m (thousands) (pence)
Adjusted EPS

Basic EPS from continuing operations 33 225,418 15 6.7 225,418 3.0

Effect of adjusting items. after tax:
Restructuring costs in operating costs 24 11 29 13
Pension past service cost - - (3.6) (1.6)
Refinancing costs - - 03 0.
Discount unwind on restructuring costs - ' - 01 -
Amortisation of acquired intangible assets 0.9 0.3 0.6 03
Adjusted EPS 6.6 225,418 2.9 7.0 225,418 341

Adjusted In addition to statutory reporting, the Group reports certain financial mewics on an adjusted basis Definitions of adjusted imeusures, and information about the differences to
statutory metrics are provided in Note 29 10 the {inancial statements.

Inclusion of the dilutive securities, comprising 1.944.433 (2019: 7,820,809) additional shares due to share options, in the calculation of basic,
basic continuing and adjusted EPS changes the amounts shown above to 0.8p. 1.5p and 2.9p respectively (2019: basic EPS 2.8p, basic continuing
EPS 2.9p. adjusted EPS 3.0p).

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

items. Due to the existence of unrecognised deferred tax assets there were no associated tax credits on some of the adjusting items and in these
instances adjusting items are added back in full.

6. DIVIDENDS

ACCOUNTING POLICY

Dividend distributions to the Company’s shareholders are recognised as o liability in the Group’s financial statements in the periad in which the
dividends are paid or approved by the Company's shareholders.

No ordinary dividend payments were paid or proposed in either the current or prior year.

7.GOODWILL

ACCOUNTING POLICY

(1) INITIAL RECOGNITION )

Goodwill arises on business combinations and represents the excess of the cost of an acquisition over the Group's share of the identifioble
net assets of the acquiree at the acquisition date. Where the cost is less than the Group’s share of the idenufiable net assets, the difference is
immediately recognised in the income stotement as o gaiin from a bargain purchase.

Goodwill orising on acquisitions before the date of transition to IFRS has been retained at the previous UK GAAP amounts subject to being
tested for impairment at that date.

(1) SUBSEQUENT MEASUREMENT
Goodwill is measured at cost less accumulated impairment losses. In respect of equity accounted investments, goodwill acquired directly is
included in the carrying amount of the investment.

(1) IMPAIRMENT

Goodwill is tested at least annually for impairment and carried at cost less accurnulated impoirment losses. Goodwill is allocated to cash
generating units for the purpose of impairment testing. The cash generating unit to which the goodwill has been allocated is the smallest
identifiable group of assets that generates cash inflows that are largely independent of the cash inflows from other assets or group of assets.
Any impairment charge is recognised immediately in the income stoternent.

113



FINANCIAL STATEMENTS

Notes to the Consolidated Financial Statements

7. GOODWILL conminuen

2020 279
£m £

Cost
At 1Apni 26.6 250
Exchange adjustment 1.0 1.6
At 31 March 27.6 26.6
Accumulated amortisation and impairment
At 1 April 35 34
Exchange adjustment 0.1 0.1
At 31 March 3.6 3.
Carrying amount 24.0 23.1

IMPAIRMENT TESTING

The Group performed its annual impairment test of goodwill at 31 March 2020 which compared the current book value to the recoverable
amount from the continued use or sale of the related business.

The recoverable amount of each Cash Generating Unit {CGUY has been determined on a value -in-use hasis, calculated as the net present value of
cash flows derived from detailed firancial plans. All busiress units in the Group have submitted a budget for the financial year ending 31 March
2021 and strategic plan forecasts for the two financial years ending 31 March 2023 The budget and strategic forecasts. which are subject to
detailed review and challenge, were approved by the Board in December and October 2819 respectively. The Group prepares cash flow forecasts
based on these projections for the first three years, with years four and five extrapolated based on known future events, recently observable
trends and management expectaticns. A terminal value calculatior is tised to estimate the cash flows after year five.

For the year ended 31 March 2020 te reflect the changes in the current trading environment, all short-term business unit forecasts were
updated to include management’s best estimate of the impact of the Covid-19 pandemic for the years ending 31 March 2021 and 2022. These
revised forecasts inciude a reduced level of sales and profitability. before trading returns to previous leveis based on budgets and forecasts for
the year ending 31 March 2023 and thereafter, including the terminal value. Sensitivity analysis has been performed including a reduction in
saies and an increase in the discount rates used {to refiect the increased ievel of uncertainty;. The forecasts used for the impairment review are
consistent with those used in the Going Concern review.

The key assumptions used in the value-in-use calcu:ations are:

* Sales: Forecast sales are built up with reference to expected sales prices and volumes from individual markets and product categories based
on past performance, projections of developments in key markets and management’s judgement;

* Margins. Forecast margins reflect historical performance and management's experience of each CGU's profitability at the forecast leve! of
sales inciud:ng the impact of all compieted restructuring projects. The projections do r:ot include the impact of future restructuring projects
to which the Group is not yet committed:

» Discount rate: Pre-tax discount rates have been calculated based on the Group’s weighted average cost of caprtal and risks specific to the
CGU beng tested: and

* Long-term growth rates: As required by 1AS 36, cash flows beyond the period of projections are extrapclated using iong-term growth rates
pubiished by the Organisation for Economic Co-operation and Development for the territory in which the CGU is based. The discount rates applied
to the cash flows of each of the CGUs are based on the risk free rate for long-term bonds issuied by the governmentin the respective market. This is
then ad;usted to reflect both the increased risk of investing in equities and the systematic risk of the specific CGU {using an average of the betas of
comparable companies). These rates du not reflect the 'ong-term assumptions used by the Group for investment planning

The Covid-19 pandemic and its impact on the econemy is unprecedented. The impact ¢n the Group's operations over tiie coming months cannot
be forecast with reasonable certainty and accordingly the impairment of non-financial assets is considered a key source of estimation and
uncertainty. While the updated forecasts reflect a severe a downside scenario, with no resuiting impairment. an even larger reduction in revenue
cannot be ruled cut. For the Ace Chains (Australia) and Renoid Tooth Chain (Germany) CGUs. the Directors do not consider that any reasonably
possible changes to the key assumptions would reduce the recoverable amount to its carrying value. The excess of recaverable amgunt over the
carrying amount of the Jeffrey Chain (USA) and Renoid Chain India CGUs {£33.7m and £6.6m respectively) couid be reduced to nil as a result of
annual sales growth rates in the first five years of the projections being reduced by 5% and 10% respectively. No impairment charge has been
recognised in the period for any CGU.

CGU discount rates

Growth rates {pre-tax) Carrying values
2020 205 2020 EA 2020 2.0
% k) Y% g £m [
Jeffrey Chain, USA 16 14 10.1 17.C 21.2 202
Ace Chains, Australia 2.6 2 10.1 16.9 0.4 0.5
Renold Chain. India 73 77 21.0 277 19 19
Rerold Tootr Chain, Germany 1.2 1.2 13.1 15.6 0.5 0.5
24.0 231
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8. INTANGIBLE ASSETS

ACCOUNTING POLICY

{I) COMPUTER SOFTWARE

Computer softwore that is not integral to an item of plant and equipment is recognised separately as an intangible asset. Amortisation is
charged on a stroight-line basis so as to charge the cost of software to the income statement over its expected useful life which is between
three and seven years. Casts associated with maintaining computer software programs are recognised as on expense as incurred.

(!}) OTHER INTANGIBLE ASSETS

Other intangible assets. such as those identified on acquisition by the Group that have finite useful lives, are recognised at fair value and
meusured at cost less occumulated amortisation and impairment losses. The estirnated useful lives for the Group's finite life intangible assets
are between one and seven years.

Intangible assets 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 ossers (value-in-use) or from their
disposal (fair value less costs to sell). Where these values are less than the carrying amount of the assets, an impairment loss is charged to the
income staternent.

Customer Technical Computer
orderbook  Customer lists know-how software Total
£m £m £m £m £m

Cost
At 1 April 2018 03 4.2 0.2 15.9 20.6
Exchange adjustment - - - (0.2) 0.2)
Additions - - - 1.5 1.5
At 31 March 2019 03 4.2 0.2 17.2 219
Exchange adjustiment - 0.2 - - 0.2
Additions - - - 2.5 2.5
Recategorisation (Note 9) - - - 13 13
Disposals - - - {0.1) (0.1)
Disposal of subsidiary -~ - - (0.1) (0.1)
At 31 March 2020 0.3 4.4 0.2 20.8 25.7
Accumulated amortisation and impairment
At 1 April 2018 03 1.8 01 101 12.3
Exchange adjustment - 01 - (0.2) 0.1
Amortisation charge ) - 0.8 0.1 22 33
At 31 March 2019 03 2.7 0.2 124 153
Exchange adjustment - _ - 01 - - 0.1
Amortisation charge ~ 0.9 - 1.9 2.8
Recategorisation (Note 9) ' - - - {0.3) {0.3)
Disposals . - - - (0.1} (0.1)
Disposal of subsidiary - - - {0.1) (0.1)
At 31 March 2020 0.3 3.7 0.2 13.5 17.7
Net book amount
At 31 March 2020 ~ 0.7 - 7.3 8.0
At 31 March 2019 1.5 S.1 6.6

The acquisition of the Tooth Chain business in January 2016 brought significant benefit to the Group in terms of new customers, relationships
and technical 'know-how". These benefits have been valued under IFRS 3 using estimates of useful lives and discounted cash flows of expected
income. The values are being amortised as follows:

CUSTOMER ORDERBOOK

Customer orderbook is amortised when the orderbook at the date of acquisition has been fulfiiled. This is now fully amortised.
CUSTOMER LISTS AND TECHNICAL KNOW-HOW

Customer lists and technical know-how is being amortised over five years as the benefits are likely to crystallise over a longer period.
No brand names were acquired as part of the acquisition.
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9. PROPERTY, PLANT AND EQUIPMENT
ACCOUNTING POLICY
Tangible assets are stated at cost, being purchase cost plus any incidental costs of acquisition. less accumuloted depreciation and impairment.

Depreciation is calculated on a straight-line basis so as to charge the depreciable amount of the respective assets to the income statement over
their expected useful lives. No depreciation has been charged on freehold land. The useful lives of assets are as follows:

Years

Freehold buildings 50
Leasehold properties 50 years or the period
of the lease if less

" General plant and equipment 15
Fixtures 15
Precision cutting ond grinding machines 10
Motor vehicles 3

Useful lives and residual volues are reviewed annually and where adjustments are required these are made prospectively. Where the carrying
omount of an asset is greater thon its estimated recoverable amount. it is written down immediately to its recoverable amount. Gains and
losses on disposals are determined by comparing proceeds with carrying amounts and are included in operating profit.

Land and Plant and
buildings equipment Total
£m £m £m

Cost
At 1April 2018 20.6 113.2 1338
Exchange adjustment 0.7 0.7 1.4
Additions 39 9.9 13.8
Disposals - (3.9) (3.9)
At 31 March 2019 25.2 119.9 1451
Exchange adjustment 03 2.1 2.4
Additions 0.3 6.3 6.6
Disposals - (1.3) (1.3)
Recategorisation (Note 8) 0.1 (1.4) (1.3}
Adoption of IFRS 16 - Transfer (Note 10) (0.7) (0.3} (1.0
Disposal of subsidiary (0.5) {1.3) (1.8)
At 31 March 2020 24.7 124.0 148.7
Accumulated depreciation and impairment
At 1 April 2018 44 824 86.5
Exchange adjustment 01 05 06
Charge for the year 0.4 5.1 55
Disposals - (3.0) (3.0)
At 31 March 2019 4.6 85.0 89.6
Exchange adjustment 01 1.7 1.8
Charge for the year 0.7 5.4 6.1
Disposals - (1.2} (1.2)
Recategorisation (Note 8) 1.8 (1.5) 0.3
Adoption of IFRS 16 - Transfer (Note 10) - {0.1) {0.1)
Disposal of subsidiary {0.1) {1.0) (11)
At 31 March 2020 7.1 88.3 95.4
Net book amount
At 31 March 2020 17.6 35.7 53.3
At 31 March 2019 20.6 34.9 55.5
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9. PROPERTY, PLANT AND EQUIPMENT conminuen

The asset recategorisation between plant and equipment, land and buildings, and computer software has arisen due o the review of the fixed
asset register in Germany as part of the implementation of a new accounting system. The revised classification is considered to better represent
the nature of the underlying assets and it is not considered necessary to amend the prior year comparatives as it is not material or relevant to
the users of the financial statements.

Property, plant and equipment pledged as security for liabilities amounted to £36.6m {2019: £36.2m).

FUTURE CAPITAL EXPENDITURE
At 31 March 2020 capital expenditure contracted for but not provided for in these accounts amounted to £3.3m (2019: £2.2m).

10. LEASING AND RIGHT-OF-USE ASSETS

ACCOUNTING POLICY

In the prior year leases of property, plant and equipment were classified as either finunce or operating leuses. Payments inade under operating
leases were chorged to profit or loss on o stroight-line bosis over the period of the leose From 1April 2019, Jeases are recognised os o right-
of-use asset and a corresponding lease liability at the date at which the leased asset is available for use by the Group. Each lease payment

is allocated between the lease liability and associated finance cost. The finance cost is charged to profit or loss over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is depreciated over
the shorter of the asset's useful life and the lease term on a straight-line basis. The Group holds property. equipment and vehicle leases.

To the extent that a right-of-control exists over an asset subject to a lease, with a lease term exceeding one year, a right-of-use gsset,
representing the Group’s right to use the underlying leased asset, und a lease liobility. representing the Group’s obligation to make lease
payments, are recognised in the Group’s Consolidated Balance Sheet at the commencement of the lease. The right-of-use asset is initiolly
measured at cost and includes the amount of initial measurement of the lease liobility and ony direct costs incurred. including advance lease
payments and an estitnate of the dismantling, removal and restoration costs required by the terms and conditions of the lease. Depreciation is
charged to the Consolidated Income Statement to depreciate the right-of-use asset from the cormimencement date until the eoarlier of the end of
the useful life of the right-of-use asset or the end of the lease term. The lease term shall include the period of any extension option where it is
reasonably certain that the option will be exercised. Where the lease contuins a purchase option the asset is written off over the useful life of
the asset when it is reosonably certain that the purchase option will be exercised.

The lease liability is measured at the present volue of the future lease payments, including variable lease payments that depend on an index
and the exercise price of purchased options where it is reasonably certain that the option will be exercised. discountad using the interest rate
implicit in-the lease. if readily determinable. If the rate cannot be readily determined, the lessee’s incremental borrowing rate is used. Finance
charges are recognised in the Consolidated Income Statement over the period of the lease. Lease arrangements that are short term in nature
or low volue are charged directly to the Consolidated Income Statement when incurred. Short-term leases are leases with a lease term of 12
month or less. Low-value assets comprise small items of furniture or equipment.

RIGHT-OF-USE ASSETS

Land and Plant and
buildings eqguipment Total
Em £Em £m

Cost
At 1 April 2019 - - -
Adoption of IFRS 16 7.0 2.5 9.5
Adoption of IFRS 16 - Transfer (Note 9) 07 03 1.0
Additions 2.6 0.8 34
Disposals (0.1) (0.2} (0.3)
At 31 March 2020 10.2 34 13.6
Accumulated depreciation and impairment
At 1 April 2019 - - -
Adoption of IFRS 16 - Transfer (Note 9) - 01 0.1
Charge for the year 13 1.2 2.5
Disposals {0.1) {0.2) {0.3)
At 31 March 2020 1.2 11 23

Net book amount
At 31 March 2020 9.0 2.3 13
At 31 March 2019 - -
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10. LEASING AND RIGHT-OF-USE ASSETS contivueo

An onerous lease provision of £2.7m, initially established in 2014 following the closure of the Bredbury manufacturing facility, was derecognised
on 1 April 2019 following the adoption of IFRS 16. The £2.7m was recorded as a reduction to the opening carrying value of the Bredbury right-of-
use property. The lease expires in May 2030 at a rental cost of £0.8m per annum; a significant proportion of this site is sublet for a term of five
years to 2021 for a rent of £0.6m per annum. While a range of possible outcomes exist for the continuation of subletting the property. the extent
of this range is a reduction in right-of-use assets of up to £3.1m (the future net book value of the Bredbury property at the end of the existing
sublet agreement).

An additional onerous lease provision of £0.5m, relating to the Australian Mulgrave facility, was derecognised on adoption of IFRS 16 at 1 April
2019. The initial lease expired in March 2020 and the associated right-of-use asset and lease liability are £nil at 31 March 2020.

LEASE LIABILITIES
2020
£m
Maturity analysis - contractual undiscounted cash flows
Less than one year ‘ 3.0
One to five years ) i 7.9
More than five years 10.6
Total undiscounted lease liabilities at 31 March 21.5
Less: Interest allocated to future periods (4.4)
Lease liabilities included in the Consolidated Balance Sheet 174
Current 3.0
Non-current 141
AMOUNTS RECOGNISED IN PROFIT OR LOSS
2020
£m
Interest on lease liabilities (0.5)
Variable lease payments not included in the measurernent of lease liabilities -
Income from sub-leasing right-of-use assets 0.6
Expenses relating to short-term leases and leases of low-value assets {0.2)
AMOUNTS RECOGNISED IN THE CONSOLIDATED STATEMENT OF CASH FLOWS
2020
£m
Repayment of principal under lease liabilities 33
Repayiment of interest on lease liabilities 0.5
Cash outflows in relation to short-term leases and leases of low-value assets 0.2
Total cash outflow for leases 4.0

11 INVENTORIES

ACCOUNTING POLICY

Inventories are stated at the lower of their cost and net realisable value after making due allowance for obsolete and slow-moving stocks. Cost
includes all direct expenditure ond attributable overhead expenditure incurred in bringing goods to their current state. Net realisable value is
the estimated selling price in the ordinary course of business less the estimated costs of completion and the estirnated costs necessary to make
the sale. In the Group accounts, unrealised profit on sales within the Group is deducted from inventories.

2020 2019

£m £m

Raw materials 6.4 6.4
Work in progress 4.6 5.4
Finished products and production tooling 351 325
46.1 443

inventories pledged as security for liabilities amounted to £40.5m (2019: £38.5m).

The Group expensed £70.0m (2019: £74.9m) of inventories during the period. In the year to 31 March 2020, £0.9m (2019: £0.7m) was charged for
the write-down of inventory and £0.9m (2019: £0.8m}) was released from inventory provisions no longer required.
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12. TRADE AND OTHER RECEIVABLES

ACCOUNTING POLICY

Trade and other receivables are classified as loans and receivables and carried at amortised cost less any impairment. The carrying amount
of other receivables is reduced by the impoirment loss directly and a charge is recorded in the Income Statement. For trade receivables, the
carrying amount is reduced by an amount equal to the expected lifetime losses. Subsequent recoveries of amounts previously written off are
credited against the allowance account and changes in the carrying amount of the allowance account are recognised in the Income Statement.
As the bolances do not contain a significant financing element. the simplified approach relating to expected lifetime losses has been applied.

In accordance with IFRS 9 a provision matrix is used, grouping trade and other receivables based on their attributes, principally geographical
region. Expected credit losses are calculated as the difference between the amount contractually owed to the Group and the cash flows which
the Group expect to receive based on past defoult experience, adjusted for factors that ore specific to the debtors, general economic conditions
of the industry in which the debtors operate and an assessment of both the current as well as the forecast direction of conditions at the
reporting date.

The Group writes off a trade receivable when there is information indicating that the debtor is in severe financial difficulty and there is no
realistic prospect of recovery, e.g. when the debtor has been placed under liquidation or has entered into bankruptcy proceedings.

2020 2019

£m £m

Trade receivables? 31.0 320
tess: Loss allowance {0.5) (0.5)
Trade receivables: net 305 315
Other receivables’ 3.4 38
Prepayments 1.9 2.2
35.8 3758

financial sssets carried at amortised cost

The Group has no significant concentration of credit risk but does have a concentration of translational and transactional foreign exchange risk
in both US Dollars and Euros; however, the Group hedges against these risks. The carrying amount of trade and other receivables approximates
their fair value.

Trade receivables are non-interest bearing and are generally on 30-90 days terms. The average credit period on sales of goods is 59 days
(2019: 50 days). See Note 25(d) for the Group's credit risk policy.

The following table details the risk profile of trade receivables based on the Group's provision matrix. As the Group’s historical credit l0ss
experience does not show significantly different loss patterns for different customer segments. the provision for loss allowance based on past
due status is nat further analysed:

Trade receivables - days past due

Not past due <30 days 30-60 days 60-90 days >90 days Total
At 31 March 2020
Expected credit loss rate, % 0.0% 0.3% 0.0% 4.6% 35.2% 1.5%
Estimated gross carrying amount at
default, £m - - - - 0.4
Lifetime expected credit loss, £Em 0.5

The following table shows the movement in the lifetime expected credit losses; there has been no change in the estimation techniques or
significant assumptions made during the current reporting period:

2020 2019
Loss allowance £m £m
At 1 April 0.5 05
Net remeasurement of loss allowance - 03
Amounts written off as uncollectable - (0.3)
At 31 March 0.5 05
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13. CASH AND CASH EQUIVALENTS

ACCOUNTING POLICY

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow statement, cash and cash equivalents
comprise cash on hond, deposits held at call with banks. other short term highly liquid investments with original maturities of three months or
less. and bank overdrafts. Bank overdrofts are included within borrowings in current liabilities on the balance sheet.

In the Group cash flow statement, net cash and cash equivalents are shown after deducting bank overdrafts as follows:

2020 2019

£m £m

Cash and cash equivalents 15.6 17.6

Less: Qverdrafts (Note 14) (0.5} 0.2)

Net cash and cash equivalents ) 15.1 17.4
14, BORROWINGS
ACCOUNTING POLICY

Borrowings are initially recognised at the foir value of the proceeds, net of related tronsaction costs. These transaction costs, and any discount
or premium on issue. are subsequently amortised under the effective interest rate method through the income statement as interest over the
life of the loan and added to the liobility disclosed in the balance sheet. Borrowings are classified as current liobilities unless the Group has an
unconditional right to defer settlement of the liability for at least one year ofter the balance sheet date.

2020 2019
£m £m
Amounts falling due within one year:
Overdrafts' (Note 13) 0.5 0.2
Capitalised costs {(0.2) (0.2)
Current borrowings 0.3
Amounts falling due after more than one year:
Bank loans! . 51.9 481
Capitalised costs (0.5) 07)
Non-current borrowings 514 47.4
Preference stock’ 0.5 0.5
51.9 479
Total borrowings 52.2 479

b Gross borrowings before deduction of capitalised costs (Note 25(d)).

All financial liabilities above are carried at amortised cost.

CORE BANKING FACILITIES
On 2% March 2019 the Group renewed its £61.5m Multi-Currency Revolving Facility banking facilities with HSBC UK, Allied Irish Bank (GB), and
Citibank. The facility matures in March 2024 and is fully committed and available until maturity.

At the year end. the undrawn core banking facility was £9.7m (2019: £12.5m). The Group also benefits from a UK overdraft and a number of
overseas facilities totalling £4.0m (2019: £1.4m) with availability at year end of £3.4m. The Group pays interest at LIBOR plus a variable margin
in respect of the core banking facility. The average rate of interest paid in the year was LIBOR plus 1.85% for Sterling, Euro and US Dollar
denominated facilities (2019: LIBOR plus 1.95% for Sterling, Euro and US Dollar denominated facilities).

The core banking facility has been subject to two covenants, which are tested semi-annually: net debt to EBITDA (leverage) and EBITDA to net
finance charges. In recognition of the current macroecenomic uncertainty. the Group's banks have amended covenant test structure, replacing
the existing tests with minimum rolling 12-month EBITDA, tested on a quarterly basis for the period to March 2021, and minimum available
liquidity tests. From March 2021, the tests revert to the previous net debt to EBITDA and EBITDA to net finance charges, but with greater
flexibility (i.e. 3.5 times net deht to EBITDA versus original 2.5 times) until September 2021 when the original covenant tests resume.

SECURED BORROWINGS

Included in Group borrowings are secured borrowings of £52.4m (2019: £47.5m). Security is provided by fixed and floating charges over assets
(including certain property, plant and equipment and inventory) primarily in the UK, USA, Germany and Australia. Certain Group companies have
provided cross-guarantees in respect of these borrowings.
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14 BORROWINGS CONTINUED

PREFERENCE STOCK
At 31 March 2020, there were 580,482 units of preference stock in issue (2019: 580,482).

All payments of dividends on the preference stock have been paid on the due dates. The preference stock has the following rights:

i.  afixed cumulative preferential dividend at the rate of 6% per annum payable half yearly on 1 January and 1 July in each year;

ii. rank both with regard to dividend (including any arrears on the commencement of a winding up) and return of capital in priority to all other
stock or shares in the Company. but with no further right to participate in profits or assets;

ii. no right 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 is in arrears for six calendar months; and

iv. noredemption entitlement and no fixed repayment date.

There is no significant difference between the carrying value of financial liabilities and their equivalent fair value.

15. TRADE AND OTHER PAYABLES

ACCOUNTING POLICY
Trade and other payables, including accruals and other payables qualifying as financiol instriments, are accounted for at amortised cost and
are categorised as other financial liabilities.

2020 2019
Current  Non-current Current Non-current
£m £m £m £m
Trade payabies® 181 - 2256 -
Other tax and social security' 23 - 29 -
Other payables' 14 5.3 1.0 51
Accruals 15.8 - 15.6 03
37.6 5.3 421 5.4

Financal hatlities carried at amortised cost

Trade payables are non-interest bearing and are normaily 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 risk. The non-current other payables is the deferred
efement of the construction costs for the new Chinese factory in Jintan.

The Group did not operate supplier financing or reverse factoring programmes during the current or prior financial year.

The Directors consider that the carrying amount of trade payables approximates to their fair value.

16. PROVISIONS

ACCOUNTING POLICY

Provisions are recognised when the Group: (i) has o present legol or constructive obligation as a result of past events; (ii) it is more likely than
not that an outflow of resources will be required to settle the obligation; and (iil) o reliable estimate of the amount can be made. Where the
Group expects a provision to be reimbursed, e.g. under an insurance contract. the reimburseinent is recognised as o sepurate asset but only
when the reimbursement is virtually certain.

Costs related to ongoing activities of the Group are not provided in advance.

Business Onerous Total

restructuring lease provisions

£m £m £m

At 1 April 2019 01 3.2 33
Arising during the year 1.5 - 15
Utilised in the year {0.9) - (0.9}
Adoption of IFRS 16 (See Accounting Policies, page 103) - (3.2} (3.2}
At 31 March 2020 0.7 - 0.7
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16. PROVISIONS conminueo

2020 2019

Allocated as: £m £m
Current provisions 0.7 0.8
Non-current provisions - 2.5
0.7 33

BUSINESS RESTRUCTURING
During the year ended 31 March 2020, provisions were recognised in relation to business reorganisation and redundancies in Germany (£1.4im)
and site environmental costs in France (£0.1m).

All restructuring provisions are expected to be utilised within 12 months.

ONEROUS LEASE

An onerous lease provision of £2.7m. initially established in 2014 following the closure of the Bredbury manufacturing facility. was derecognised
on 1April 2019 following the adoption of IFRS 16. The £2.7in was recorded as a reduction to the opening carrying value of the Bredbury right-of-
use property. An additional onerous lease provision of £0.5m. relating to the Australian Mulgrave facility, was derecognised on adoption of IFRS
16 at 1 April 2019. See Nate 10 for further details.

17. DEFERRED TAX

ACCOUNTING POLICY

The carrying amount of deferred income tox assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxoble profit will be availoble to allow all or part of the deferred income tax osset to be utilised within the foreseeable
future (assessed to be three years). Unrecognised deferred income tax assets are reassessed at each balonce 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.

Deferred income tax assets and deferred income tax liabilities are offset if o legolly enforceable right exists to set off current income tax ossets
against current income tax liabilities and the deferred income taxes relate to the same taxable authority and taxable entity, or where deferred
tox relates to different toxable entities, the tax authority permits the Group to make a single net payment.

Assets Liabilities Net

2020 2019 2020 2019 2020 2019

£m £m £m £m £m £m

Accelerated capital allowances - - (1.3} (1.5) (1.3) (1.5)
Pension plans 17.4 16.6 - - 17.4 16.6
Tax losses 2.4 24 - - 2.4 2.4
Other temporary differences 0.6 25 (3.3) (4.1) (2.7) (1.6)
Tax assets/(liabilities) 20.4 215 (4.6) (5.6) 15.8 15.9
Net off (liabilities)/assets - - - - - -
Net deferred tax assets 20.4 215 (4.6) (5.6) 15.8 15.9

The net deferred tax asset recoverable within one year is £0.8m (2019: £1.7m) and recoverable after more than one year is £15.0m
(2019: £14.2m).

The movement in the net deferred tax balance relating to assets is as follows:

Recognised Effect of
directly Effectof  changeintax
Recognised in other changein tax rate - other
Opening Exchange inincome comprehensive rate - income comprehensive Closing
balance  adjustments statement income statement income balance
2020 £m £m Em Em Em £m £m
Accelerated capital
allowances {1.5) - 0.2 - - - (13)
Pension plans . 16.6 01 - (0.7) 0.1 13 17.4
Tax losses - 2.4 - 0.1 0.1) - - - 2.4
Other temporary
differences {1.6) {0.1) {t.0) - - - (2.7)
15.9 0.1 (0.9) (0.7) 0.1 1.3 15.8
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17. DEFERRED TAX continuep

rRecognisad

directly

Recogrised in other
Opening E«change inincome  comprenensive Closirg
balahce adjustments statement income balaince
209 £m £m Em £m £m
Accelerated capital allowances (1.5) (0.1) 01 - (1.5)
Pension plans 15.7 - (1.2) 21 16.6
Tax losses 29 0.2 (0.7) - 2.4
Other temporary differences ) (0.7) (0.3) (0.6) - (1.6)
16.4 (0.2) (2.4) 24 15.9

During the year the Group has reported an adjusted operating profit of £13.4m (2019: £14.8m). The businesses in all jurisdictions where deferred
tax assets have been recognised will, more likely than not. generate suitable profits based on approved management forecasts from which the
future reversal of the underlying timing differences can be deducted.

During the year the UK tax rate applicable from April 2020 was amended from 17% t0 19%, resulting in a change in the applicable rate for the
calculation of the deferred tax asset. This has resulted in an increase in the deferred tax asset of £1.4m.

Unrecognised deferred tax assets amount to £22.2m (2019: £20.8m) arising from unrecognised losses of £16.1m (2019: £14.9m) representing
gross losses of £62.8m (2019: £57.2m) and other temporary differences of £6.1m (2019: £5.9m). Based on available evidence, it is considered
unlikely that these amounts will be recovered within the foreseeable future. The significant majority of these lasses are not suhject to time limits.

18. PENSIONS

ACCOUNTING POLICY

The Group operates a number of defined benefit plans around the world The costs are calculated by independent actuaries using the projected
unit credit method. Any past service costs resulting from enhonced benefits are recognised immediately in the income statement as an
operuting cost. Administration costs, including the Pensions Protection Levy, are charged to operating costs. However, plan usset management
costs are included in the actual return on plon assets.

Remeasurement gains and losses, comprising actuarial goins and losses, and the return on plan assets (excluding amounts included in net
interest), are recognised in other comprehensive income in the period in which they occur. Actuariol gains and losses arise when actual results
differ from the assessment outcomes which are used to colculate defined benefit assets and liabilities at a particular point in time.

The defined benefit liability or asset recoghised in the balance sheet represents the net total for each plun of the present value of the benefit
obligation at the balance sheet date, less the fair value of plan assets (for funded schemes) at the balance sheet date. If a plan is in surplus,
the asset recognised is limited to the value of any amount expected to be recoverable by the Group by way of refunds or reduction in future
contributions.

Under the Group’s UK pension scheme rules. any surplus orising on payment of agreed contributions is fully recoverable.

For defined contribution plans. the Group’s contributions are chorged to the income staternent in the period in which they fall due. Once the
contributions have been paid, the Group has no further payment obligation.

BACKGROUND INFORMATION

In a defined benefit plan the members are guaranteed a certain level of benefits that depend on a number of factors such as service. salary
and inflation. Defined benefit plans can be supported by an asset fund that will be used to pay member benefits or can be unfunded. in which
case obligations to members are paid by the sponsoring employer as they fall due. in a defined benefit plan, because the level and duration
of the members’ benefits are uncertain, the risk of any increase or decrease in the cost of providing those benefits stays with the employer.
This contrasts with a defined contribution plan where the employer’s only obligation is to pay the amount agreed in the employment contract
into a pension plan.

Any change in the total expected cost of providing defined benefits can produce either funding shortfalls or surpluses. In the case of an expected
funding shartfal, the Company is usually required to agree a deficit recovery plan which can vary from country to country. This is usually in

the form of additional contributions to make good the shortfall over an agreed period of time (sometiimes referred to as a funding plan or &
minimum funding requirement) and can also include an allowance for future asset returns. In the case of a surplus, mechanisms are available

in all of the Renold schemes to returin that surplus to. or utilise it for the henefit of, the Group.
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18. PENSIONS conminueo

UK PENSION PLANS
The principal UK fund is the Renold Pension Scheme (RPS). The RPS was formed in June 2013 by the merger of three predecessor plans, all of which
were already closed to future accrual and to new members. The RPS is a funded defined benefit plan with assets held in separate administered funds.

The Trustees are chaired by an independent professional trustee firm and have access to a range of professional advisers. The Trustee Board is

required to consult the Company in matters such as investment policy and to obtain agreement to any amendiments to benefits. The Company

can make proposals to the Trustees on a range of issues but cannot insist on their adoption. The majority of Trustees are either independent or
member nominated with Company nominated Trustees being in the minority. To mitigate the risk of potential conflicts of interests, no Directors
of Renold plc are Trustees of the RPS.

The RPS is underpinned by a 25-year asset-backed partnership structure (the Scottish Limited Partnership, ‘SLP'). The partnership, holds an
intercompany loan from Renold International Holdings Limited, the holding company for most of the Group’s overseas trading companies

The capital rights to the assets in the SLP belong to Renold plc except in the event of a corporate insolvency of the pension scheme sponsor
(Renold plc). The income rights in the SLP belong to the RPS. The loan generates interest income that provided a cash contribution of £3.1m

to the pension fund in the current year, with annual increases linked to RPI plus 1.5% and capped at 5%. The income stream is used to fund
deficit repair payments and the first £0.5m of annual administrative expenses (with the Company bearing the excess, if any arises). In the event
that the RPS becomes fully funded on a buyout basis, the income stream will instead accrue to Renold plc. The SLP was put in place with the
expectation that the period to recover the funding shortfall was 25 years from the time of merger in June 2013. The SLP therefore helps reduce
the volatility in short-term cash funding by following an agreed payment plan over a longer period of time. The interest in the SLP held by the
RPS is not reported as a plan asset in the Group’s consolidated financial statements as it is a non-transferable interest issued by the Group

This arrangement replaced all other existing funding arrangements for the RPS. The SLP therefore represents the entirety of the committed
cash element of the funding plan for the RPS. The funding plan also assumes an allowance for asset outperformance of 1.0% (that is, assets are
expected to return an amount of 1.0% mare than the discount rate applied to the liabilities). Separately to the SLP but put in place at the same
time, the Group has also agreed that if adjusted operating profits reach £16.0m in any year following the year ended 31 March 2017. additional
annual contributions of £1.0m will become payable {(monthly in arrears) while profits remain above this level. Prior to the SLP. the contributions
had been at a higher level. However, the Trustees agreed to lower contributions for longer under the SLP. The £1.0m increase matches the
approximate £1.0m reduction agreed when the SLP was established. Finally. as part of the overall agreement. Renold plc is not constrained from
paying a dividend, other than by normal legal considerations. Renold has agreed to make additional contributions equal to 25% of the value of
any dividend paid in order to accelerate the deficit recovery plan. The deficit will be reduced as the cash contributions under the scheme are
made, enhanced or offset by actual performance compared to asset returns and actuarial assumptions.

Total cash costs for UK deficit repair payments and UK administrative expenses in the period were £3.7m (2019: £3.5m). The current year figure
includes the £3.1m noted above in connection with the SLP, and a further £0.6m in respect of pension administration costs.

In the prior year the past service credit for the UK pension scheme is the net impact of an £8.2m gain following the move of certain future
pension increases from RPI to CP, offset by a £3.8m past service cost relating to GMP equalisation. The change in inflation measure to consumer
prices index (CP1) rather than the retail prices index (RPI) applies to future increases of certain elements of the scheme where such a change is
permitted. Following the High Court judgment in the prior year, the Group, along with many other pension scheme sponsors. has recognised an
estimate of the future cost of GMP equalisation in the valuation of liabilities.

The latest triennial actuarial valuation of the RPS, with an effective date of S April 2019, concluded that contributions to the scheme should
continue unchanged and no additional contributions in excess of the previously agreed asset backed funding structure were deemed necessary.
The next triennial valuation date will be 5 Aprit 2022.

In the period since 31 March 2020. reflecting the uncertainty in short-term outlook caused by the Covid-19 pandemic, Renold approachead the
Trustee with a request to defer contributions to the UK scheme for a 12-month period to 31 March 2021. The Trustee supported this proposal and
it was agreed that the deferred contributions will be repaid over a five-year period commencing on 1 April 2022. Certain other conditions were
required to secure the deferral including an additional contribution to the scheme of 25% of any dividends paid (above the already existing 25%)
until such time as the deferred contributions have been made good.

OVERSEAS PENSION PLANS

GERMANY

In Germany, in addition to participating in the state backed pensiun scheme, the Group vperates an unfunded defined benefit scheme {no other
Group company operates such a scheme). "Unfunded” means that the scheme has no asset backing to pay benefits and instead the Group pays
member benefits as they fall due. The scheme closed to new members on 1 April 1992. A German court confirmed that the pension scheme was
properly closed to future accrual with eftect from 31 March 2014. Following the acquisition of the Touth Chain business in 2016, the unfunded
defined benefit scheme operated by that business transferred to our German subsidiary

In aggregate, the two (2019: two) German pension schemes have a net liability of £23.8m (2019: £25.5m). The decrease in the net deficit is due
to actuarial gains arising from changes in the discount rate and the benefits paid by the company. offset by the negative impact of the change in
the Euro foreign exchange rate.
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18. PENSIONS continueo

UNITED STATES OF AMERICA

The Group operates two defined benefit pension schemes in the US Torgue Transmission business. The schemes are both closed to new
members and one is also closed to future accrual. Funds are being used to accelerate the deficit reduction in the fully closed US scheme with the
intention to terminate and secure member benefits as soon as this is cost-effective.

In aggragate, the two (2019: two) defined benefit schemes in the US have combined assets of £10.5m (2019: £11.1m) and liabilities of £15.4m

(2019: £13.9m), giving a net deficit of £4.9m (2019: £2.8m). The increase in the net deficit was due to actuarial losses and the negative impact of
the change in the USD foreign exchange rate.

The US Chain business operates a defined contribution scheime.

OTHER OVERSEAS SCHEMES
In aggregate, the other overseas defined benefit schemes have combined assets of £2.3m (2019: £2.6m) and liabilities of £3.0m (2019: £3.4m)
giving a net deficit of £0.7m (2019: £0.8m).

Other gverseas employees participate in a variety of different pension arrangements of the defined contribution or defined benefit type. fundad
in accordance with local practice.

ACTUARIAL DISCLOSURES

The pension 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 are presented on a weighted average basis where
appropriate. Plan assets are stated at their market values at the respective balance sheet dates.

The weighted average durations are 15 years (2019: 15 years) for the UK pension scheme and 13 years (2019: 14 years) for the German schemes.

They can therefore be regarded as mature schemes.

RISK MANAGEMENT
The pensions schermes are exposed to the following categories of risk:

* Assetrisk, including investment returns volatility, counterparty credit risk, foreign exchange risks;
¢ Liability risk, including mortality assumptions. inflation, interest rates; and ‘
* Regulatory risk, including increased contribution rates required to meet regulatory funding targets.

These risks are managed separately for each pension scheme. However, the Group has adopted a common approach of closing defined benefit
schemes to cap members’ entitlements and supporting trustees in adopting investment strategies which aim to match assets to future
obligations. after allowing for the funding position of the scheme.

SIGNIFICANT ASSUMPTIONS

The principal financial assumptions used to calculate plan liabilities as at 31 March 2020 are presented below. The assumptions adopted
represent the best estimates chosen from a range of possible actuarial assumptions which. due to the timescale covered, may not necessarily be
borne out in practice. The present values of the plans’ liabilities are derived from cash flow projections over long periods and are thus inherently
uncertain.

UK Germany Other Overseas
2020 2019 2020 2019 2020 2019
Rate of increase in pensionable salaries! - - - - 2.00% 2.00%
fave o fcrease n pensonsinpaymentand. 4509, won  vasw 150% - -
Discount rate : 2.40% 2.40% 1.70% 1.50% 2.90% 3.60%
Inflation assumption® 2.00% 2.40% 1.25% 1.50% 2.00% 2.20%

No increase applies following the closure of the UK and German defined bevefit pension schemes to future accrual.
The inflatcton assumption used for UK schemes is based on CPI (2019 blended RPI and (P rate).
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The predominant defined benefit obligation for funded plans within the Group resides in the UK (£197.0m of the £2211m Group obligation for
funded plans). In addition to the assumptions shown previously. mortality assumptions have a significant bearing on the calculated obligation.
The assumed life expectancy for the RPS members on retirement at age 65 is as follows:

2020 2018
Males
Currently aged 45 217 21.4
Currently aged 65 20.7 20.4
Females
Currently aged 45 _ 241 239
Currently aged 65 23.0 22.7

The post-retirement mortality tables used for the UK plan are the S3PA series tables published by the UK actuarial profession with a 17.5% uplift
in mortality reflecting scheme-specific experience (2019: S3PA series with a 17.5% uplift in mortality). Historically. the RPS experiences mortality
in excess of the national average. The mortality rates for the RPS are based on average year of birth for both non-pensioners and pensioners
with an allowance for future annual improvements in life expectancy.

In Germany and the United States, the mortality expectations for the scheme are in line with the national averages.

SENSITIVITY ANALYSIS ON UK SCHEME

Sensitivities in respect of the key assumptions used to measure the pension schemes as at 31 March 2020 are set out below. These sensitivities
show the hypothetical impact of a change in each of the listed assumptions in isolation. with the exception of the sensitivity to inflation which
incorporates the impact of certain correlating assumptions. The assumptions used for the sensitivity analysis have been chosen as they are
considered to represent a reasonable approximation of possible changes. In practice, such assumptions rarely change in isolation.

Assumption Change in assumption Impact on plan liahilities

Discount rate Increase/decrease by 0.5% Decrease by £12.6m/increase by £14.0m
Rate of inflation Increase/decrease by 0.5% Increase hy £8.6m/decrease by £9.4m
Rate of mortality Decrease/increase by one year' ) Increase by £8.9m/decrease by £8.7m

' Thisis broadly equivalent to a change in life expectancy of one year at age 65.

The 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 and since it is not intended to realise
the assets in the short term, the value may change significantly before being realised.

The fair values of plan assets were:

2020 2019

UK Qverseas Total UK Overseas Total

£m £m £m £m £m £m
Medically underwritten insurance policies 405 - 40.5 432 - 432
Quoted equities 324 5.9 383 37.6 7.0 446
Hedge funds and diversified growth funds 8.8 - 8.8 10.7 - 107
Corporate bonds 19.6 01 19.7 19.7 01 19.8
Gilts and liability driven investments 1.3 49 22.2 219 45 26.4
Other 10.3 1.9 122 5.5 2.2 7.7
Total market value of assets 128.9 12.8 141.7 138.6 13.8 152.4

The medically underwritten insurance policies are shown at a value that exactly matches the estimated associated insured liabilities. Equities
are investments in quoted equities only. Hedge funds and diversified growth funds hold a range of assets which aim to deliver returns above
those of bonds but at lower volatility than equities. The assets held materially reflect the underlying liabilities. in that lower risk assets. such as
gilts and bonds, are deemed to be a match for pensioner liabilities whereas equities are deemed a better match for the liabilities associated with
scheme members not yet in retirement.

Liability Driven Investments (LDI} are a portfolio of assets that are linked to the drivers of movements in pension liabilities, such as inflation
and interest rates. These are assets designed to deliver geared movements in the underlying liabilities as they reflect changes to inffation and
interest rates.
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18. PENSIONS continveo
PENSION OBLIGATIONS
The movement in the present value of the defined benefit obligation is as follows:

2020 29

UK Overseas Total UK Overseas Total

£m £m £m £m £m £m
Opening obligation {211.2) (43.4) {254.3) {210.3) (40.9) (251.2)
Current service cost - (0.2) (0.2) - 0.2) (0.2)
Past service cost - - - 4.4 ~ 4.4
Interest expense (4.9) (1.0) {(5.9) (5.4) (1.0) (6.4)
Remeasurement gains/{losses) by changes in:
- Experience 2.0 0.5 2.5 (10.3) (0.4) (10.7)
- Demographic assumptions - - - (0.5) (0.3) (0.8)
- Financial assumptions and expenses 73 03 7.6 - (2.0) (2.0
Benefits paid 9.9 2.4 12.3 109 23 13.2
Exchange adjustment - {1.3) {1.3) (0.6) (0.6)
Closing obligation (196.9) {42.4) (239.3) (211.2) (43) (254.3)
The total defined benefit obligation can be
analysed as follows:
Funded pension plans {196.9) {(18.3) (215.2) (211.2) (17.3) (228.5)
Unfunded pension plans - (24.1) (24.1) - (25.8) (25.8)

(196.9) (42.4) {239.3) (211.2) (4321) (254.3)

The UK liabilities above include £40.6m that are fully insured (201S: £43.2m).

PENSION ASSETS
The movement in the present value of the defined benefit plan assets is as follows:
2020 2019

UK Overseas Total UK Overseas Totai

£m £m £m £m £m £m
Opening assets 138.6 13.8 152.4 140.7 131 153.8
Interest income 33 0.4 37 35 0.5 4.0
Remeasurement gains/(losses) (6.2) (0.8) (7.0) 23 ~ 2.3
Employer contributions 31 0.1 3.2 3.0 03 33
Benefits paid {9.9) {(1.2) (11.1) (10.9) (1.0 (11.9)
Exchange adjustment - 0.5 0.5 - 0.9 0.9
Closing assets 128.9 12.8 141.7 138.6 13.8 152.4
Balance sheet reconciliation:
Plan obligations (196.9) {42.4) (239.3) {211.2) (43.1) (254.3)
Plan assets 128.9 12.8 1417 138.6 13.8 152.4
Net plan deficit {68.0) (29.6) {97.6) (72.6) (29.3) (101.9)
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The net amount of remeasurement gains and losses taken to other comprehensive income is as follows:

2020 2019
UK Overseas Total UK Overseas Total
£m £m £m £m £m £m
On plan obligations 9.3 0.8 101 (10.8) (2.7) (13.5)
On plan assets {(6.2) (0.8) (7.0) 2.3 - 23
Net gains/(losses) 3.1 - 31 (8.5) (2.7) (11.2)

The actual return on plan assets was a loss of £3.3m (2019: gain £6.3m) which equates to (2.2)% (2019: 3.2%) of plan assets.

An analysis of amounts {charged)/credited to operating costs is set out helow:

2020 2019
£m £m

Operating costs
Pension administration costs (0.8) (0.8)
Current service cost (0.2} (0.2)
Past service cost - 4.4
{1.0) 3.4

19. CALLED UP SHARE CAPITAL

At 31 March 2020, the issued ordinary share capital comprised 225,417.740 ordinary shares of 5p each (2019: 225.417.740).

Issued
2020 2019
£m £m
Ordinary shares of 5p each 1.3 n3
Preference stock™ of £1 each 0.5 0.5

1 See Note 14 for details of the preference stock in issue

20. SHARE-BASED PAYMENTS

ACCOUNTING POLICY
The Group operates equity-settled share-based compensation plans. The fair value of the employee services received in exchange for the grant
of the options is calculated using a Black-Scholes pricing model and is recognised as an expense over the vesting period. The total omount to
be expensed over the vesting period is determined by reference to the fair volue of the options or performance shares granted. At each balance
sheet date, the Group revises its estimate of the number of options that are expected to become exercisable. It recognises the impact of the

. revision of vriginol estimates. if any, in the income statement, and o 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 is conditional upon market or non-vesting
conditions. Options with market conditions are accounted for as vesting. irrespective of whether or not the market or non-vesting condition is
satisfied, provided that all other performance or service conditions are satisfied. The market-based conditions are linked to the market price of
shares in the Company. '

Where the terms of an equity-settled award ure rnodified or o new award is designated as replucing a cancelled or settled award. the cost based
on the original aword terms continues to be recognised over the original vesting period. In addition, an expense is recognised over the remainder of
the new vesting period for the incrementol fair volue of any modification. based on the difference between the fair value of the original award and
the foir value of the modified aword, both as reasured on the date of the modification. No reduction is recognised if this difference is negative.
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The fair value per option granted in the period and the assumptions used in the calculation are as follows:

Executive shaie option scheme 2020 2019

Grant date 221119 08.0618" 08.06.18" 15.06.18
Share price at date of grant 18.80p 32.00p 32.00p 29.40p
Exercise price 0.0p 0.0p 0.0p - 00p
Number of employees 18 21 1 1
Shares under option 4,208,883 4399128 1.039141 237.869
Vesting period (years) : 3 3 3 3
Expected volatility . 43% 43% 43% 43%
Option life {years) - 10 10 10 10
Risk free interest rate 0.23% 1.00% 1.00% 1.00%
Assumed dividends expressed as a dividend yield Zero Zero Zero Zero
Fair value per option 18.8p 32.00p 16.32p 29.40p

" Asingle grant w the Chief Executive Officer was made on 8 June 2018, Half of the options are hybrid options subject to both market and non-market conditions and half solely to non-market
conditions: therefore. the two parts of the award have been shown separately due to their differing fair values. The non-market conditions in the hybrid award must be achieved in arder for
the market conditions to have the potental to vest.

The expected volatility is an annualised figure calculated using historical volatility over the last three years. The risk free rate of return is 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 calculation. These assumptions may not be borne out in practice. A reconciliation
of option movements is shown below:

EXECUTIVE SHARE OPTION SCHEMES

2020 2019
Weighted Weightad
average average
: Number exercise price Number — exercise price
Outstanding at 1 April 14,903,546 2.3p 11,133,750 3p
Granted 4,208,883 0.0p 5,676,138 0.0p
Exercised {165,089) 0.0p - -
Expired (3,702,102) 1.3p (1.138.092) 0.0p
Forfeited {(1,302,382) 0.0p (768.250) 0.0p
Outstanding at 31 March . 13,942,856 2.2p 14,903,546 2.3p
Exercisable at 31 March {3,089,471) 9.7p 3,379,224 10.3p

The outstanding shares at 31 March 2020 relate to two executive share option schemes granted between 21 January 2013 and 22 November
2019. including the schemes granted in 2020 and 2019 as reported in the table above.

2020 2019
Weighted Weighted
average Number of average Number of
Range of exarcise prices exercise price shares exercise price shares
Nil 0.0p 12,797,818 0.0p 13.633.844
20p to 30p 26.2p 1,145,038 26.2p 1,145,038
30p to 40p - - 37.3p 124.664

The weighted average contractual life remaining is 8.0 years (2019: 7.5 years).

165,089 options have been exercised in the period (2019: nil). The total credit/(charge) for the year relating to employee share-based payment
plans was £0.7m (2019: £0.3m charge), all of which related to equity settled share-based transactions.

The middie market price of ordinary shares at 31 March 2020 was 8.67p and the range of prices during the year was 8.30p to 35.50p.

Details of the share-based payment arrangements for Executive Directors are provided in the Directors’ Remuneration Report on pages 68 to 83.
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21. RESERVES

The currency translation reserve is used to record exchange differences arising 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.

The capital redemption reserve represents the nominal value of the deferred shares repurchased and cancelled during the year ended 31 March
2018. The reserve is not distributable.

Other reserves record the portion of the gain or loss on a hedging instrument in a cash flow hedge that is determined to be an effective hedge.

Cumulative goodwill written off directly to Group reserves at 31 March 2020 amounted to £3.5m (2019: £3.5m).

Included in retained earnings is an amount of £3.5m {net of tax) (2019: £3.5im) relating to the revaluation of freehold property that was
undertaken at the date of IFRS adoption. The amount is not distributable untit it is realised.

22. DISCONTINUED OPERATIONS AND SALE OF SUBSIDIARY

ACCOUNTING POLICY

A discontinued operation is a component of the Group’s business that represents a separate major line of business or geographical area of
operations that has been disposed of. has been abandoned or meets the criteria to be classified as held for distribution to owners. Discontinued
operations are presented on the income statement 0s o separate line and are shown net of tox.

On 23 September the Group sold its shareholding in Renold Crofts (Pty) Ltd, the legal entity for the South African Torgue Transmission business
unit. for £0.1m consideration. This business unit would have required significant capital investment and management input to make meaningful
progress. The disposal to management provides a continuing channel to market for products sourced from elsewhere in the Group.

The results of the discontinued operations, which have been included as a single line item in the consolidated income statement, were as follows:

2020 2019
£m £m
Revenue 0.8 28
Expenses (1.1) (3.0)
Loss before tax (0.3) (0.2)
Attributable tax expense - -
Loss for the year generated by discontinued operations (0.3) 0.2)
Loss on disposal of discontinued operations (see helow) (1.2) -
Net loss attributable to discontinued operations (attributable to owners of the parent) (1.5) 0.2)
The net assets of Renold Crofts (Pty) Ltd at the date of disposal were as follows:
23 September
2019
£m
Property, plant and equipment 0.7
Inventories 0.5
Trade receivables 0.4
Bank balances and cash 0.4
Trade payables (0.7)
Net assets disposed 1.0
Disposal costs 0.3
Loss on disposal of discontinued operations (1.2)
Total consideration 01
Satisfied by:
Deferred consideration 0.1
Net cash flow arising on disposal:
(0.)

Cash and cash equivalents disposed of

Net cash flows attributable to the operating. investing and financing activities of the discontinued operations. individually and in aggregate, were £nil.
The deferred consideration will be settled in cash by the purchaser on or before 23 September 2021. The loss on disposal is included in the loss
for the year from discontinued operations.
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23. CONTINGENT LIABILITIES AND COMMITMENTS

Performance guarantees given to third parties in respact of Group companies were £nil (2019: £nil).

Various UK Group companies have given guarantees to the merged UK pension scheme to cover the fuli cost of buying out the liabilities in the
event that the sponsoring employers default on the agreed deficit repair plan. As one of the sponsoring employers of the UK scheme is Renold
plc. the continuing obligation is effectively unchanged and is to fully fund the members’ accrued benefits.

24. ADDITIONAL CASH FLOW INFORMATION

Recandiliation of operating profit to net cash flows from operations:

2020 2019
£m £im

Cash generated from operations:
Operating profit from continuing and discontinued operations 9.8 15.2
Depreciation of property, plant and equipment - owned assets 6.1 5
Depreciation of property, plant and equipment - right-of-use assets 2.5 -
Amortisation of intangible assets 2.8 31
Loss on disposals of plant and equipment - 09
Equity share plans {0.6) 04
Increase in inventories (1.7) (2.6)
Decrease/(increase) in receivables 16 (0.8)
(Decrease)/increase in payables (4.4) 19
Increase/(decrease) in provisions 0.6 (4.6)
Cash contribution to pension schemes {4.4) (4.5)
Pension current service costs (non-cash) 0.2 -
Pension past service credit (non-cash) - (4.4) -
Cash generated from operations 12.5 101
Reconciliation of net change in cash and cash equivalents to movement in net debt:

2020 2019

£m £m

(Decrease)/increase in Lash and cash equivalents (Consolidated Statement of Cash Flows) (2.8) 6.5
Change in net debt resuiting from cash flows (3.3) (12.0)
Foreign currency translation differences - (1.4)
Non-cash imovement on capitalised finance costs (0.2} 0.9
Change in net debt during the period (6.3) (6.0
Net debt at start of year (30.3) (24.3)
Net debt at end of year {36.6) (30.3)
Net debt comprises:
Cash and cash equivalents (Note 13) 15.6 17.6
Total borrowings (Note 14) (52.2) (47.9)

(36.6) (30.3)
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24. ADDITIONAL CASH FLOW INFORMATION conminuen

The table below details changes in the Group’s liabilities arising from financing activities, including both cash and non-cash changes. Liabilities
arising from financing activities are those for which cash flows were, or future cash flows will be, classified in the Group's consolidated cash flow
statement as cash flows from financing activities.

Opening Adoption of Accrued Financing Other Closing

balance IFRS 16 interest cash flows New leases changes' balance

2020 £m £m £m £m £m £m £m

Total barrowings (Note 14) 479 - 21 11 - 11 52.2

Lease liabilities (Note 10) - 17.0 0.5 (3.8) 3.4 - 171

Total liabilities from

financing activities 47.9 17.0 2.6 {2.7) 34 11 69.3
b Other changes inciudes the amorusation of capitahsed finance costs and foreign exchange translation.

Opening Accrued Financing Other Closing

. balance interest cash flows changes’ halance

2019 £m £m £m £m £im

Total borrowings (Note 14) 38.2 19 90 (1.2) 479

Total liabilities from financing activities 38.2 1.9 9.0 (1.2) 479

! Other changes includes the amoruisation of capitalised finance costs and foreign exchange translation.

25. FINANCIAL INSTRUMENTS

ACCOUNTING POLICY - DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

The Group is exposed to foreign currency risks arising from sales or purchases by businesses in currencies other than their functional currency.
Itis Group policy that, when the net foreign exchange exposure to known future sales and purchases is material, this exposure is hedged using
forward foreign exchange contracts. The Group also has significant investiments in averseas operations. particularly in the United States and
Europe. As a result, the Sterling value of the Group’s balance sheet can be significantly affected by movernents in exchange rates. The Group
seeks to mitigate the effect of these translational currency exposures by matching the net investment in overseas operations with borrowings
denominated in their functional currencies.

The derivative financial instruments (forward foreign exchange contracts ond borrowings) are initially recognised at fair volue on the date on
which a derivative contract is entered into and are subsequently remeasured at fair value. Derivatives are carried as assets when the fair value
is positive and as liubilities when the fuir value is negative.

The foir value of forward currency controcts is calculated by reference to current forward exchange rates for contracts with similar
maturity profiles. i

For those derivatives designated as hedges and for which hedge accounting is desired, the hedging relationship is formally designated and
documented at its inception. This docurnentation identifies the risk management objective and strategy for undertaking the hedge, the hedging
instrurnent, 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 volue or cash flows and are assessed on an
ongoing basis to determine that they actually have been highly effective throughout the reporting period for which they were designated.

For the purpose of hedge accounting, hedges are classified as:

* Cosh flow hedges when hedging exposure to variability in cosh flows that s either attributable to a porticular risk associated with a
recognised asset or liability or a highly probable forecast transaction: or

* Hedges of a net investment in a foreign operation.

There are no fair value hedges.
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25. FINANCIAL INSTRUMENTS conminueo

Any goins or losses orising from chaonges in the fair volue of derivatives that do not qualify for hedge accounting are taken to the income
statement. The treatment of gains and losses arising from revaluing derivatives designated as hedging instrurnents depends on the nature of
the hedging relationship, os follows:

(1) CASH FLOW HEDGES

For cash flow hedges, the effective portion of the gain or luss on the hedging instrument is 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 sole occurs.

If a forecast transaction is no longer expected to occur, amounts previously recognised in other comprehensive income are transferred to the
income staterment. If the hedging instrument expires or is sold, terminated or exercised without replacement or rollover. or if its designation as
o hedge is revoked, amounts previously recognised in other comprehensive income remain in equity until the forecast transaction occurs and
are transferred to the incorne statement or to the initiol carrying amount of a non-financiol asset or liability as above. If the related transaction
is not expected to occur, the amount is taken to the income statement.

(1) HEDGES OF A NET INVESTMENT

Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as part of the net investment.
are accounted for in a way simifar to cash flow hedges. Gains or losses refating to the effective portion are recognised in ather comprehensive
income. while any gains or losses relating to the ineffective portion are recognised in the incore statement. On loss of control of the

foreign operation. the cumulotive value of any such gains or losses recognised directly in other comprehensive income is transferred to the
income statement.

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives when their risks and
characteristics are not closely related to thase of the host contract and the host contract is not stated at its fair value with changes in its fair
value recognised in the income staternent.

The Group's 6% curnulative preference stock of £1 each ‘preference stock” has been classified os a liobility. Dividends payable ore included
within net finance costs.

ACCOUNTING POLICY - FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The fair values of financial assets and financial liabilities are the amounts at which the instrument could be exchanged in a current transaction
between willing parties. other than in a forced or liquidation sole. IFRS 13 ‘Fair value measurement’ requires fair value measurements to be
classified according to the following hierarchy:

o Level | - quoted prices in active markets for identicol assets or liobilities,
o Level 2 - vuluations in which all inputs are observable either directly (i.e. as prices) or indirectly (i.e. derived from prices); ond
» Level 3 - valuations in which one or more inputs that are significant to the resulting value are not based on observable market data.

See Note 25(a) for information on the methodls the Group uses to estimate the fair values of its financial instruments.

These notes should be read in conjunction with the parrative disclosures in the Finance Director's Review on pages 24 to 29.

133



FINANCIAL STATEMENTS

Notes to the Consolidated Financial Statements

25. FINANCIAL INSTRUMENTS conminueo
(A} CATEGORY AND FAIR VALUE OF FINANCIAL INSTRUMENTS

Set out below is a comparison by category of the carrying amounts and fair values of the Group’'s financial instruments:

At 31 March 2020

IFRS 13
classification At fair value Total
for Atamortised through profit carrying
determining cost orloss value Fair value
Note fair value £m £m £m £m
Financial assets )
Cash and cash equivalents 13 Level 2 15.6 - 15.6 15.6
Trade and other financial receivables 12 Level 2 34.4 - 34.4 34.4
Total financial assets 50.0 - 50.0 50.0
Financial liabilities )
Trade and other payables 15 Level 2 (279) - (27.1) (27.4)
Floating rate bank overdraft 14 Level 2 {0.5) - (0.5} {0.5)
Floating rate long-term borrowings 14 Level 2 {51.9) - (51.9) (51.9)
Preference stock 14 Level 1 {0.5) - (0.5) (0.5)
Lease liabilities 10 Level 2 (17.1) - (17.9) (174)
Forward foreign currency contracts: cash '
flow hedge 25(b) Level 2 - (0.3) (0.3) {0.3)
Total financial liabilities (97.1) {0.3) (97.4) (97.4)
At 31 March 2019
IFRS 13
classification At fair value Total
for  Atamortised through prefit carrying
determining cost or foss value Faw value
Note fair value £m £m £m £m
Financial assets
Cash and cash equivalents 13 Level 2 17.6 - 176 17.6
Trade and other financial receivabies 12 Level 2 35.8 - 35.8 35.8
Total financial assets 53.4 - 53.4 534
Financial liabilities
Trade and other payables 15 Level 2 (31.6) - (31.6) (31.6)
Floating rate bank overdraft 14 Level 2 (0.2) - (0.2) (0.2)
Floating rate long-term borrowings 14 Level 2 (48.1) - (48.1) (48.)
Preference stock 14 Level 1 (0.5 {0.5) (0.5)
Forward foreign currency contracts: cash
flow hedge 25(b) Level 2 - (0.4) (0.4) (0.4)
Total financial liabilities (80.4) (0.4) (80.8) (80.8)

The fair value of borrowings has heen calculated by discounting the expected future cash flows at prevailing interest rates.

The fair value of derivatives has been calculated by reference to current forward exchange rates for contracts with similar maturity profiles.
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25. FINANCIAL INSTRUMENTS continuen
(B) DERIVATIVE FINANCIAL INSTRUMENTS

Forward foreign exchange contracts

The Group uses forward foreign exchange contracts to hedge future foreign currency sales and purchases. At 31 March 2020. contracts with

a nominal value of £10.5m (2019: £14.2m) were designated as hedging instruments. The contracts are denominated in the currencies of the
Group's principal markets. The US Dollar/Euro contracts cover the intra-group purchases in Euros by our US operations. The US Dollars/Sterling
contracts cover intra-group purchases in Sterling by our US operations. The following tables detail the foreign currency forward contracts
outstanding at the end of the reporting period. Foreign currency forward contract assets and liabilities are presented in the line ‘Derivative
financial instruments’ (either as assets or as liabilities) within the consolidated balance sheet:

Fair value
Average exchange rate Contractual or notional value assets/(liabilities)

2020 2019 2020 2019 2020 2019

Rate Rate £m £m £m £in
Forward foreign currency contracts: cash
flow hedge
Sell US Dollar: Buy Sterling 1.292 1325 2.8 5.0 ()] -
Sell US Dollar: Buy Euro 1138 1183 73 9.2 (0.2) (0.4)
Sell Aus Dollar: Buy US Dollar 1.616 - 041 - - -
Sell Aus Dollar: Buy Euro 1.782 - 0.1 - - -
Selt Aus Dollar: Buy Chinese Renminbi 0.228 - 0.2 - - -

10.5 14.2 (0.3) (0.4)

In accordance with IFRS 7 Financial Instruments: Disclosures, the Group's financial instruments are considered to be classified as level 2
instruments.

Hedge effectiveness is determined at the inception of the hedge relationship, and through periodic prospective effectiveness assessments to
ensure that an economic relationship exists between the hedged item and hedging instrument. The foreign exchange forward contracts have
similar critical terms to the hedged items, such as the notional amounts and maturities. Therefore, there is an econoinic relationship and the
hedge ratio is established as 1:1. The main sources of hedge ineffectiveness in these hedging relationships is the effect of the counterparty and
the Group's own credit risk on the fair value of the foreign exchange forward contracts. which is not reflected in the fair value of the hedged
item attributable to changes in foreign exchange rates and the risk of over-hedging where the hedge relationship requires rebalancing. No
other sources of ineffectiveness emerged from these hedging relationships. Any hedge ineffectiveness is recognised immediately in the income
statement in Lhe period that it occurs. OF the foreign exchange contracts designated as hedging instruments at the current and prior reporting
period end, 100% were for periods of 12 months or less.

The cash flow hedges of the expected future transactions in US Dollars and Euros in the prior year were assessed to be highly effective. In the
year. £nil (2019: £nil) was transferred to operating costs in the income statement.

HEDGE OF NET INVESTMENT IN FOREIGN ENTITY
The Group has US Dollar denominated borrowings which it has designated as a hedge of the net investment in its subsidiaries in the US. The
carrying value of the US Dollar borrowings at 31 March 2020 was £7.3m (2019: £6.7m). maturing in September 2020.

Hedge effectiveness is determined at the inception of the hedge relationship. and through periodic prospective effectiveness assessments to ensure
that an economic relationship exists between the hedged item and hedging instrument. The borrowings have the same notional amount as the
hedged items and therefore, there is an economic relationship with the hedge ratio established as 1:1. No sources of hedge ineffectiveness emerged
from this hedging relationship. Any hedge ineffectiveness is recognised immediately in the income statement in the period that it occurs.

£0.4m of exchange loss {2019: £0.5m loss) on translation of the borrowings into Sterling is included as part of the hedging reserve movement in
other comprehensive income as the hedge was deemed to be effective. )
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25. FINANCIAL INSTRUMENTS conminueo
(C) MATURITY OF FINANCIAL LIABILITIES

The maturity profile of the contracted amount of the Group’s financial liabilities was as follows:

2020
One year
or less on One to two Two to five More than five
demand years years years Total
£m £m £m £m £m
Trade and other payables 218 - - 5.3 271
Floating rate bank overdraft 0.5 - - - 0.5
Floating rate long-term borrowings? 13 13 54.5 - 571
Preference stocl! - - - 0.5 0.5
Lease liabilities 3.0 2.6 5.3 10.6 215
Forward foreign currency contracts: cash flow hedge
- outilow 10.5 - - - 10.5
371 3.9 59.8 16.4 117.2
P The preference stock bears interest at 2 fixed rate of 6% (interest has been excluded from the above analysis) and has no fixed repayment date (see Note 14).
¢ Contracwal cash flows inciude snnual interest payments, calculated using the interest rates applying to the foans at the period end
2019
One year
or less nn One to two Two to five More than five
demand years years years Total
£m £m £m £m £m
Trade and other payables 26.5 - - 51 31.6
Floating rate long-terin borrowings? 1.4 1.4 516 - 54.4
Preference stock’ - - - 0.5 0.5
Forward foreign currency contracts: cash flow hedge 14.2 - - - 14.2
421 1.4 51.6 5.6 100.7
! The preference stock bears interest at a fized rate of 6% ([merast has been excluded from the above analysis) and has no fixed repaymant date (see Note 14).
2 Contractual cash flows include annual interest payments, calculated using the interest rates applying o the loans at the period end.
(D) CURRENCY AND INTEREST RATE PROFILE OF FINANCIAL LIABILITIES OF THE GROUP
2020 - 2019
Overdraft, borrowings and Fixedrate Floating rate Total Fixed rate  Floating rate Total
preference stock by currency £m £m £m £m £m £m
Sterling
- Financial liabilities - 40.0 40.0 - 371 371
- Preference stock " 05 - 0.5 05 - 05
US Dollar : - 73 73 - 6.7 6.7
Euro - 4.4 4.4 - 43 43
Other - 07 0.7 - 0.2 0.2
) 0.5 52.4 52.9 0.5 48.3 48.8

Floating rate financial liabilities 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 risk.

INTEREST RATE RISK

Interest rate risk arises on borrowings and cash balances (and derivative liabilities and assets) which are at floating interest rates. Changes in
interest rates could have the effect of either increasing or decreasing the Group's net profit. Under the Group’s interest rate management policy,
the interest rates on each of the Group’s major currency monetary assets and liabilities are managed to achieve the desired mix of fixed and
variable rates for each major net currency exposure. Exposure to the risk of changes in market interest rates relates primarily to the Group’s
Sterling. US Dollar and Euro debt obligations. Measurement of this interest rate risk and its potential impact due to volatility on the Group’s

reported financial performance is undertaken on a monthly basis and the Board uses this information to determine. from time to time, an

appropriate mix of fixed and floating rates.
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25. FINANCIAL INSTRUMENTS conminuen

CREDIT RISK

The Group trades only with recognised, creditworthy third parties. It is 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 monitored on an ongoing basis with the result that the Group’s
exposure to bad debts is not significant. The maximum exposure is the carrying amount as disclosed in Note 12. There are no significant
concentrations of credit risk within the Group.

With respect to credit risk arising from other financial assets of the Group. which comprise cash and cash equivalents and certain derivative
instruments, the Group's exposure to credit risk has a maximurn exposure equal to the carrying value of these instruments. The Group has a
policy to place cash on deposit and hold derivatives with members of the banking syndicate wherever possible.

LIQUIDITY RISK

Liquidity risk is defined as the risk that the Group might not be able to settle or meet its obligations on time or at a reasonable price. Liquidity
risk arises as a result of mismatches between cash inflows and outflows from the business. This risk is monitored on a centralised basis through
regular cash flow forecasting, a strategic plan. an annual budget agreed by the Board each year and a rolling re-forecast undertaken throughout
the financial year. To mitigate the risk, the resulting forecast net bank cash/(debt) is measured against the liquidity headroom policy.

As at 31 March 2020, the Group had a committed but undrawn revolving credit facility of £9.7m. The Group also benefits from a UK overdraft
and a number of overseas facilities totalling £4.0m (2019: £1.4m) with availability at year end of £3.4m. Together with net cash of E}ISJm.
available funds at 31 March 2020 were £28.2m. The Group manages longer-term liquidity through its committed bank facilities and will, if
appropriate, raise funds on capital markets. The Group’s principal committed bank facility of £61.5m matures in March 2024 (four years to
maturity) and had drawings of £51.8m at 31 March 2020. Cash management pooling, netting and concentration techniques are used to minimise
borrowings. As at 31 March 2020, the Group had gross cash of £15.6m.

(E) CURRENCY AND INTEREST RATE PROFILE OF FINANCIAL ASSETS

2020 2019

Cash at bank and i hand by currency £m £m
Sterling 17 03
Euro 5.6 6.5
US Dollar 33 47
Other 5.0 6.1
15.6 17.6

Cash halances are held with the Group's bankers. These deposits are held largely in Germany and earn interest at bank deposit interest rates for
periods of up to three months.

(F) FOREIGN CURRENCY RISK AND SENSITIVITY

As a result of the significant operations in the US. Europe and China. the Group’s balance sheet can be affected significantly by movements in
the US Dollar/Sterling. Euro/Sterling. and US Dollar/Euro exchange rates. In order to manage these risks the Group enters into currency forward
contracts designated as cash flow hedge relationships and foreign currency borrowings designated as net investment hedges.

The financial impact of changes in the mark to market value of the currency forward contracts for reasonably possible changes in the value of
Sterling on the Group's resuit before tax and the Group’s equity is set out in the following table. There is no effect on profit before tax because all
currency forward contracts are designated as hedging instruments. The impact of translating the net assets of foreign operations into Sterling is
excluded from the sensitivity analysis.

Decrease/(increase) in the value of US Dollar compared ta other currencies:

Effect on

equity of Effect on

currency  equity of net

Decrease/ furward investment

(increase; in contracis hedge

USS value £m £in

2020 25% {2.0) 1.5
-10% 13 (0.8)

2019. 25% (3.6) 13
-10% 27 ©7)
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(G) 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 an profit before tax

Increase in 2020 2019

basis points £m £m

Sterling +150 (0.6) (0.5)
US Dollar +150 (0.1) 0.1)
Euro +150 (0.1) (0.1)
{0.8) (0.7)

(H) 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:

2020 2019

£m £m

Expiring within one year or less. or on demand 1.0 13
Expiring between one and two years - -
Expiring between two and five years 121 125
13.1 13.8

The facilities expiring in one year or less, or on demand, are primarily annual facilities subject to review at various dates during the year ending
31 March 2021.

(1} CAPITALMANAGEMENT
The primary objective of the Group's capital management is to ensure that it maintains a satisfactory credit rating and capital ratios in order to
supportits business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditions. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to the shareholders, return capital to the shareholders or issue new shares. No
changes were made in the objectives. policies or processes during the years ended 31 March 2020 and 31 March 2019.

The capital structure of the Group consists of net debt, as disclosed in Note 14, and equity attributable to the owners of the parent. as disclosed
in the Consolidated Statement of Changes in Equity.

The Group monitors capital using two gearing ratios which align with the two primary financial covenants on the Group's core banking facility.
The core banking facility has been subject to two covenants, which are tested semi-annually: net debt to EBITDA (leverage) and EBITDA to net
finance charges. In recognition of the current macroeconomic uncertainty, the Group’s banks have amended covenant test structure, replacing
the existing tests with minimum rolling 12-month EBITDA, tested on a quarterly basis for the period to March 2021, and minimum available
liquidity tests. From March 2021, the tests revert to the previous net debt to EBITDA and EBITDA to net finance charges. but with greater
flexibility (i.e. 3.5 times net debt to EBITDA versus original 2.5 times) until September 2021 when the original covenant tests resume. See Note 14
for further details of the Group's banking facilities. The Group is not subject to any other externally imposed capital requirements.

2020 2019

£m £m

Net debt (Note 24) 36.6 30.3
Total capital {0.4) (31)
Capital and net debt 36.2 27.2
Gearing ratio 101% 111%
Adjusted EBITDA, £m (Note 29) 21.4 231
Net debt to adjusted EBITDA ' 1.7 times 1.3 times
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26. POST BALANCE SHEET EVENTS

There were no significant post balance sheel events to report.

27. ACQUISITION OF MINORITY INTEREST

On 8 November 2019, the Group purchased the remaining 25% non-controlling interest in Renold Chain India Private Limited (the Group’s Indian
operations). The £1.8m acquisition was funded by cash resources held by the Indian business which is how a wholly-owned subsidiary of the
Group. The purchase of the remaining non-controlling interest expands the Group's operations in this growing market with significant potential.

2020 2019

£m £m

At April 2.2 2.0
Exchange adjustment - -
Share of profit for the year 01 0.2
Acquisition of remaining non-controlling interest (2.3) -
At 31 March - 2.2

28. RE-PRESENTATION OF THE INCOME STATEMENT

A re-presentation of the comparative income statement for the year ended 31 March 2019 has been prepared. The revised presentation has
been prepared in order to:
» separately identify the discontinued element of the Group’s income statement following the sale of Renold Crofts (Pty) Ltd (see Note 22); and

* remove pension administration costs and IAS 19 financing costs as adjusting items from the Group’s ‘Adjusted’ income statement. In
previous years, the pension administration costs and the IAS 19R finance charges have been treated as adjusting items as they relate to
historical pension schemes which are not indicative of the underlying performance of the operating businesses. While this continues to
be the case. Renold’s treatiment of these items differs from other companies in the peer group. and in order 1o assist users of the financial
statements, the legacy pension costs will no longer be treated as adjusting items.

The impact on the Condensed Consolidated Statement of Comprehensive Income and EBITDA for the year ended 31 March 2019 is as follows:

Year ended 21 March 2019

Statutory Adjusted’
Pension admin
As previously  Discontinued Statutory  As previously  Discontinued and IAS 19 Adjusted
reported operations  (re-presented) reported operations  financing costs  {re-presented)

£&m £m £m £in £in £in &m
Revenue 2024 (2.8) 199.6 2024 (2.8) - 199.6
Operating costs (187.2) 3.0 (184.2) (187.0) 30 (0.8) {(184.8)
Operating profit 15.2 0.2 15.4 15.4 0.2 (0.8) 14.8
Net financing costs (5.0 - (5.0) (2.2) - (2.4) (4.56)
Profit before tax 10.2 0.2 10.4 13.2 0.2 (3.2) 10.2
Taxation (3.5) - {3.5) (2.9) - (0.1) (3.0)
Profit/(loss) for the period
from continuing operations 6.7 . 0.2 69 10.3 0.2 (3.3) 72
Discontinued operations - (0.2) (0.2) - - -
Profit/(loss) for the period 6.7 - 67 10.3 0.2 (3.3) 72
Total comprehensive
expense for the period, net
of tax {0.9) - (0.9)
Attributable to:
Owners of the parent (.0 - (1.9)
Non-controlling interest 0.2 - 0.2

0.9) - (0.9)

Adjusted for the after-tax effects of restructuring costs, changes in the provision discounts and amortisation of acquired intangible assets.
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28. RE-PRESENTATION OF THE INCOME STATEMENT contiueo

Year ended 31 March 2019

Statutory Adjusted’
Pension admin

As previously  Discontinued Statutory  As previously  Discontinued and 1AS 19 Adjusted

reported operations  (re-presented) reported operations financing costs  (re-presented)

£m £im £m £m £m £m £m

Operating profit 15.2 02 15.4 15.4 0.2 (0.8) 14.8
Depreciation and

amortisation 8.6 - 8.6 7.7 - - 7.7

EBITDA 23.8 0.2 24.0 231 0.2 (0.8) 22.5

' Adjusted for the ai'ter-tax effects of restruciuring costs, changes in the provision discounts and amortisation of acguired intangible assets.

29. ALTERNATIVE PERFORMANCE MEASURES

in order to provide users of the accounts with a clear and consistent presentation of the performance of the Group’s ongoing trading activity. the
Group uses various alternative performance measures (APMs), including the presentation of the income statement in a three column format with
‘Adjusted’ measures shown separately from statutory items. Amortisation of acquired intangibles, restructuring costs, discontinued operations
and material one-off items or remeasurements are included in a separate column as management seek to present a measure of performance
which is not impacted by material non-recurring items or items considered non-operational. See Note 2 for a breakdown and explanation of the
items excluded from adjusted profit. Performance measures for the Group's ongoing trading activity are described as ‘Adjusted’ and are used to
measure and monitor performance as management believe these measures enable users of the financial statements to better assess the trading
performance of the business. In addition, the Group reports sales and profit measures at constant exchange rates. Constant exchange rate metrics
exclude the impact of foreign exchange translation by retranslating the comparative to current year exchange rates.

The APMs used by the Group include:

APM Reference Explanation of APM

¢ adjusted operating profit

* adjusted profit before taxation

¢ adjusted EPS

s return on sales

* revenue at constant exchange rates

* adjusted operating profit at constant exchange
rates

» adjusted operating profit margin at constant G
exchange rates

Adjusted measures are used by the Group as a measure of underlying business
performance, adding back items that do not relate to underlying performance

n"mlo N o e

Constant exchange rate metrics adjust for constant foreign exchange
translation and are used by the Group to better understand year-on-year
changes in performance

e | | eo— | ——

* EBITDA H EBITDA is a widely utilised measure of profitability. adjusting to remove non-
s adjusted EBITDA l cash depreciation and amortisation charges
¢ netdebt J . .
. Net debt, leverage and gearing are used to assess the level of borrowings

* leverage ratio K R N . B X . <

) ) within the Group and are widely used in capital markets analysis
* gearing ratio L
* legacy pension cash €osts M The cost of legacy pensions is used by the Group as a measure of the cash cost

of servicing legacy pension schemes
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APMs are defined and reconciled to the IFRS statutory measure as follows:

FINANCIAL STATEMENTS

ADDITIONAL INFORMATION

2020 2019
(A) Adjusted operating profit £m £m
Statutory operating profit from continuing operations 101 15.4
Add back:
Restructuring costs 2.4 29
Amortisation of acquired intangible assets 09 09
Pension past service credits - (4.4)
Adjusted operating profit 13.4 14.8
2020 2019
{B) Adjusted profit before taxation £m £
Statutory profit before taxation from continuing operations 49 10.4
Add back:
Restructuring costs 24 29
Amortisation of acquired intangible assets 0.9 09
Pension past service credits - (4.4)
Amortisation of refinancing costs - 03
Discount unwind on provisions - 0.1
Adjusted profit before taxation 8.2 10.2
{C) Adjusted earnings per share
Adjusted EPS is reconciled to statutory EPS in Note 5.
2020 2015
(D) Return on sales Em £m
Adjusted operating profit 134 14.8
Revenue 189.4 199.6
Return on sales % 7% 7.4%

Year anded 31 March 2019

Head office

Torque costs and
Chain  Transmission  eliminations  Consolidated
{E) Revenue at constant exchange rates £m £m £m £m
External revenue from continuing operations 1639 357 - 199.6
Foreign exchange retranslation 1.8 0.5 - 2.3
Revenue at constant exchange rates 165.7 36.2 - 2019

(F) Adjusted operating profit at constant exchange rates

Adjusted operating profit 18.4 3. {6.9) 14.8
Foreign exchange retranslation 01 01 - 0.2
Adjusted operating profit at constant exchange rates 18.5 3.4 (6.9) 15.0
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29. ALTERNATIVE PERFORMANCE MEASURES conminuen

2020 2019
(G) Adjusted operating profit margin at constant exchange rates £m £m
Adjusted operating profit at constant exchange rates 13.4 151
Revenue at constant exchange rates 189.4 2029
Adjusted operating profit margin at constant exchange rates % 1% 7.4%
2020 2019
(H & 1) EBITDA and adjusted EBITDA {earnings before interest, taxation, depreciation and amortisation) £m £m
Statutory operating profit from continuing operations 101 15.4
Depreciation and amortisation - owned assets 8.9 8.6
EBITDA 19.0 24.0
Add back:
Restructuring costs 2.4 29
Pension past service credits - (4.4)
Adjusted EBITDA 21.4 22.5
{J) Net debt
Net debt is reconciled to the statutory balance sheet in Note 24.
2020 2019
(K) Leverage ratio £m £m
Net debt (see Note 24) 36.6 303
Adjusted EBITDA 21.4 22.5
Leverage ratio 1.7 times 1.3 times
2020 2019
(L) Gearing ratio £m £m £m £i1
Net debt (see Note 24) 36.6 303
Equity attributable to equity holders of the parent (0.4) (3.1)
Net debt (see Note 24) 36.6 30.3
Total capital plus net debt 36.2 27.2
Gearing ratio % 101% 1%
. 2020 2019
(M) Legacy pension cash costs £m £m
Cash contributions to pension schemes 3.2 33
Pension payments in respect of unfunded schemes 12 1.4
Scheine administration costs 0.8 0.8
5.2 5.5
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2020 20193 2018 2017 2016

£m £m £m £m £m

Group revenue 189.4 199.6 191.6 183.4 165.2
Adjusted operating profit 13.4 14.8 12.8 12.8 13.5
Operating profit 10.1 15.4 51 10.0 111
Profit before tax 49 10.4 09 5.7 7.4
Taxation {1.5) (3.5) (3.6) (1.9) (2.0)
Profit/(loss) for the year from continuing operations® 34 6.9 (2.7) 38 5.4
Net assets employed
Tangible and intangible fixed assets 613 62.1 55.6 56.5 547
Right-of-use assets 13 - - - -
Lease liabilities (17.1) - - - -
Working capital and other net assets 40.2 339 36.8 34.6 31.2
Operating assets 95.7 96.0 92.4 911 85.9
Goodwill 24.0 231 216 26.4 227
Net debt (36.6) {(30.3) (24.3) (17.4) (23.5)
Deferred and current taxation 14.8 15.5 15.2 16.4 14.5
Provisions (0.7) (3.3) (7.9) (7.7) (6.2)
Net assets excluding pension obligations 97.2 101.0 97.0 108.8 93.4
Pension obligations (97.6) (101.9) (97.4) (102.0) (82.9)
Total net (liabilities)/assets (0.4) (0.9) (0.4) 6.8 10.5
Other data and ratios
Return on capital employed (%) 1n.2 126 n3 111 13.0
Return on sales (%) 7.1 73 6.7 7.0 2
Capital expenditure (Em) 91 15.2 Qs 10.9 8.8
Basic earnings/(loss) per share (p) from continuing operations 15 30 (1.2) 1.9 2.4
Employees at year end 1,826 2.059 2,044 2139 2187

' Being adjusted operating profit divided Ly average operating assets and goodwill,

a

Based on adjusted operating profit divided by revenue.

3 Are-presentation of the income staternant has been pertormed, see Note 28 for details of the re-presentation of the year ended 31 March 2018, The revised presentation nas heen

performed in order to-

— separately identity the discontinued element of the Group’s income statement following the sale of Renold Crofts (Pty) Lid (see Note 22} and

— remove pension administrauion Costs and 1AS 19 financing costs as adjusting items from the Group's Adjusied’ income statement In previous years. the pension administration costs and
the IAS 19R finance char ges have been treated as adjusting items 25 they relate to historical pension schemes which are not indicative of the underlying performance of the operating
businesses While this continues to be the case, Renold's treatment of these itemns differs from other caanpanies in the peer group, and in order to assist users of the financial statements.

the legacy pension costs will no longer be treated as adjusting items

1 The results for the years ended 31 March 2019 and 31 March 2020 exclude the results of discontinued operations, Disconunued operations arise from the disposal of the South African

Torgue Transmission business unit (see Note 22}
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Company Balance Sheet
as at 31 March 2020

2019
_ 2020 (re-presented)
Note £m £m
ASSETS
Non-current assets
Intangible assets it 4.4 4.6
Property, plant and equipment iii 0.2 03
Right-of-use assets iX 0.8 -
Investments in subsidiary undertakings iv 62.0 62.0
Receivables vi 108.3 110.4
Deferred tax assets Y 3.2 31
178.9 180.4
Current assets .
Receivables vi 16.1 70
Cash and cash equivalents 0.5 0.2
16.6 7.2
TOTAL ASSETS 195.5 187.6
LIABILITIES
Creditors: amounts falling due within one year
Trade and other payables vii {s.1) (37
Lease liabilities - ix {0.2) -
Borrowings X (5.1) (4.9)
Derivative financial instruments viii - -
’ (10.4) (8.6)
NET CURRENT ASSETS/(LIABILITIES) 6.2 (1.4)
Creditors: amounts falling due after more than one year
Trade and other payables : vii {62.5) (62.5)
Lease liabilities iX {0.7) -
Borrowings X (35.8) (32.0)
Preference stock X (0.5) (0.5)
Retirement benefit obligations ' Xi (17.0) (18.1)
{116.5) (113.1)
TOTAL LIABILITIES (126.9) (121.7)
NET ASSETS 68.6 65.9
Capital and reserves
Issued share capital xii 1.3 13
Share premium account ' 3041 301
Capital redemption reserve 15.4 15.4
Currency translation reserve 9.8 74
Retained earnings 2.0 17
SHAREHOLDERS' FUNDS 68.6 65.9

' The balance sheet at 31 March 2019 has been re-presented to better reflect the classification of long-term receivables owed by subsidiary undertakings. see Notes (iv) and (vi) for further details.
The profit of Renold pic (registered number 249688) for the year ended 31 March 2020 was £0.1m (2019: loss of £6.7m).
Approved by the Board on 16 June 2020 and signed on its behalf by:

ROBERT PURCELL IAN SCAPENS
CHIEF EXECUTIVE FINANCE DIRECTOR
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Company Statement of Changes in Equity
for the year ended 31 March 2020

ADDITIONAL INFORMATION

Share Share Capitol Currency

capital prernium redernption Retained translation
£m account reserve earnings reserve Total
Note xii £m £m £m £m £1i)
At 31 March 2018 n3 301 15.4 9.8 52 7.8
Loss for the year - - - 6.7) - 6.7)
Other comprehensive income/{expense) - - - (1.8) 2.2 0.4

Total comprehensive income/(expense) for

the year - - - (8.5) 2.2 (6.3)
Share-based payments - - - 0.4 - 0.4
At 31 March 2019 1.3 301 15.4 1.7 74 65.9
Impact of adoption of IFRS 16 - - - (0.1) - {01}
At 1 April 2019 1.3 301 15.4 1.6 7.4 65.8
Profit for the year - - - 0.1 - 01
Other comprehensive income - - - 0.9 2.4 33
Total comprehensive income for the year - - - 1.0 2.4 3.4
Share-based payments - - - (0.6) - {0.6)
At 31 March 2020 1.3 301 15.4 2.0 9.8 68.6

All attributable to the equity shareholders of the Company.
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Company Accounting Policies

A suinmary of the principal Company accounting policies is set out below. These have been applied on a consistent basis unless otherwise indicated.

BASIS OF ACCOUNTING

The Parent Company financial statements of Renold pic meet the definition of a qualifying entity under FRS 100 (Financial Reporting Standard
100). The financial statements have therefore been prepared in accordance with Financial Reporting Standard 101 ‘Reduced Disclosure
Framework’ (FRS 101).

In these financial statements. the Company has applied the exemnptions available under FRS 101 in relation to share-based payments, financial
instruments, capital management. presentation of a cash flow statement, presentation of comparative information in respect of certain assets,
standards not yet effective, impairment of assets and related party transactions.

The financial statements have been prepared on the historical cost basis and on the going concern basis. Historical cost is generally based on the
fair value of the consideration given in exchange for the goods and services. The principal accounting policies adopted and significant accounting
judgement. estimates and assumptions are the same as those set out in the Notes to the consolidated financial statements.

As permitted by section 408 of the Companies Act 2006, the Company has not presented its own statement of comprehensive income
(including the profit and loss account). -

CRITICAL JUDGEMENTS IN THE APPLICATION OF THE GROUP'S ACCOUNTING POLICIES

In the course of preparing the financial statements, no judgements have been made in the process of applying the Company's accounting policies
other than those involving estimations (below) that have had a significant effect on the amounts recognised in the financial statements.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of financial statements in conformity with generally accepted accounting principles requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Afthough these estimates are based on
management’s best knowledge of current events and actions. actual results ultimatety 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
Company's assels or liabilities in the future.

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

INVESTMENTS IN SUBSIDIARY UNDERTAKINGS

The Company tests the investment balances for impairment annually. The recoverable amounts of the investments have been determined based
on value-in-use calculations which require the use of estimates. The Covid-19 pandemic and its impact on the economy is unprecedented and
will not be fully understood for a sustained period. While the economic uncertainty continues, management cannot rule out significant changes
to the key value-in-use assumptions. The impairment test calculations are carried out on a consistent basis with the impairment testing for
goodwill, tangible and intangible assets for the consolidated financial statements for the Group. albeit with analysis by legal entity rather than
cash generating units. For further details about the value-in-use calculations which are used for the impairment review of the company only
investments in subsidiaries (and non-current loan receivable balances) refer to Note 7 to the consolidated financial statements.
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FINANCIAL STATEMENTS

Notes to the Company Financial Statements

(1) PROFIT FOR THE YEAR
Renold plc reported a profit for the year ended 31 March 2020 of £0.1m (2019 loss of £6.7m).

The Auditor’s remuneration for audit and other services is disclosed in Note 2 to the consolidated financial stateiments.

The average monthly number of employees (excluding Executive Directors) during the financial year amounted to 40 (2019: 44), of which all are
categorised as Head Office employees.

(1) INTANGIBLE ASSETS - SOFTWARE

ACCOUNTING POLICY

Computer software that is not integral to an item of plant ond equipment is recognised separately as an intangible asset. Amortisation is
charged on o straight-line basis so as to charge the cost of software to the income stotement over its expected useful life which is between
three and seven years. Costs associated with maintaining computer software programs are recognised as an expense s incurred.

Total
£m
Cost
At 1 April 2018 13.2
Additions 13
At 31 March 2019 145
Additions 1.2
At 31 March 2020 15.7
Depreciation
At 1 April 2018 78
Charge for the year 2.1
At 31 March 2019 9.9
Charge for the year i 1.4
At 31 March 2020 1.3
Net book amount at 31 March 2020 4.4
Net book amount at 31 March 2019 4.6

(1) PROPERTY, PLANT AND EQUIPMENT

ACCOUNTING POLICY

Tangible assets are stated at cost. being purchase cost plus any incidental costs of acquisition, less accumulated depreciation and impairment.
Depreciation is calculated on a straight-line basis so as to charge the depreciable amount of the respective assets to the incore statement over
their expected useful lives. No depreciation has been charged on freehold land. The useful lives of assets are as follows:

Years

Freehold buildings 50
Leasehold properties ) 50 years or the period
of the lease if less

General 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 is greater than its estimated recoverable amount. it is written down imimediately to its recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amounts and are included in operating profit.
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(111) PROPERTY, PLANT AND EQUIPMENT conrinueo

Property Equipment Total
£m £m £m
Cost
At 1 April 2018 0.2 0.2 04
Additions - 0.1 0.1
At 31 March 2019 0.2 0.3 0.5
Additions - - -
At 31 March 2020 0.2 0.3 0.5
Depreciation
At 1 April 2018 01 - 01
Charge for the year - 0.1 0.1
At 31 March 2019 0.1 01 0.2
Charge for the year - 0.1 0.1
At 31 March 2020 [sX] 0.2 03
Net bock amount at 31 March 2020 0.1 0.1 0.2
Net book amount at 31 March 2019 0.1 0.2 0.3

FUTURE CAPITAL EXPENDITURE
At 31 March 2020, contracted capital expenditure not provided for in these financial statements for which contracts have been placed amounted
to £nil (2019: £0.1m).

(IV) INVESTMENTS IN SUBSIDIARY UNDERTAKINGS

ACCOUNTING POLICY
Investments in subsidiary compunies are accounted for at cost and reviewed for imnpairment on an annual basis. Where indicators of
impairment are present, the cash flows of the underlying entities are reviewed to determine whether the investment volue is recoverable.

The results and financial position of Renold Scottish Limited Partnership (SLP) have been consolidated in the consolidated financial statements
of Renold plc. Renold plc is a parent undertaking of the general partner in the SLP {see Note (xv) to the Company financial statements).
Accordingly. advantage has been taken of the exemption conferred by paragraph 7 of the Partnerships (Accounts) Regulations 2008 from the
requirements for preparation, delivery and publication of the partnerships accounts.

Shares
Subsidiary undertakings ) £m
Cost or valuation - At beginning and end of year* 62.0

' The balance sheet at 21 March 2019 hias been re-presented to better reilect the classification of long-term recervables owed by subsidiary undertakings, Note (vi) below includes £101.5m
within non-current amounts owed by subsidiary undertakings that was previously included within Investiments in subsidiaries.

The subsidiary undertakings of the Company at 31 March 2020 are set out in Note (xv).

(V) DEFERRED TAX ASSETS
Recognised
directly
Recognised in other
Opening inincome  comprehensive Closing
balance statement incume balance
£m £in £m £m
2020 - Pension plans 31 - 0.1 3.2
2019 - Pension plans 3.0 (0.3) 0.4 31

Unrecognised deferred tax assets amount ta £0.5m (2019: £0.6m) arising from accelerated capital allowances.
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(V1) RECEIVABLES

ACCOUNTING POLICY

Receivables are initially recognised at fair value. Trade receivables, loans, and other receivables that have fixed or determinable payments that
are not quoted in an active market are clossified as loans and receivables. Loans ond receivables are measured at amortised cost using the
effective interest method, less any impairment. ’

Per IFRS 9, a simplified lifetime expected credit loss model is used to assess receivables for impairment. An assessment regarding the expected
credit loss of these amounts has been made and the Company has identified that no allowance for expected credit losses is required.

Armounts owed by subsidiory undertakings falling due after more than one yeor are clossified as such according to the loan agreernents
in place.

2020 2019 (re-presented-)
Current  Non-current Current  Non-current
£Em £m £m £m
Amounts owed by subsidiary undertakings' 151 99.8 5.8 1015
Other debtors 0.2 - 03 -
Prepayments 0.8 8.5 0.9 8.9
16.1 108.3 7.0 110.4

An assessment regarding the expected credit loss of these amounts has been made and the Company has idenzified that no allowance for expected credit losses is required based on their
nature as either quasi-equity or repayable on demand loans not exceeding the invesiee’s liquid assets

¢ The balance sheet at 31 March 2019 has been re-presented 1o bettar reflect the classification of long-term receivables owed by subsidiary undertakings. Non-current recevables includes
£101.5m owed by subsidiary undertakings that was previously included within Investments in subsidiaries (Mote (iv).

(V) TRADE AND OTHER PAYABLES

2020 2019
£m £m
Amounts falling due within one year:
Trade creditors 1.2 0.9
Other taxation and social security 0.2 0.2
Accruals 1.5 2.6
Amounts owed to subsidiary undertakings 2.2 -
5.1 37
2020 2019
£m £m
Amounts falling due after one year:
Loan from subsidiary undertakings 62.5 62.5

A 25-year loan of £62.5m was established with Renold International Holdings Limited in 2014. Interest, initially £2.5m per annum. increasing in
line with RPI plus 1.5% capped at 5%. is payable for the period of the loan.

(VII1) DERIVATIVE FINANCIAL INSTRUMENT
2020 2019
£m £m

Forward foreign currency contracts - cash flow hedge -

The Company had entered into no derivative financial instruments at 31 March 2020 (2019: forward contracts of £5.0m to sell US Dollars and
buy Sterling). The prior year contracts covered intra-group purchases in Sterling by the Group's US operations.
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Notes to the Company Financial Statements

(IX) LEASING AND RIGHT-OF-USE ASSETS

ACCOUNTING POLICY

In the prior year leases of property, plont and equipment were classified as either finance or operating leases. Payments made under operating
leases were charged to profit or loss on a stroight-line basis over the period of the lease. Fromi 1April 2019, leases are recognised as a right-
of-use asset and a corresponding lease liability at the date at which the leased asset is available for use by the Compony. Each lease payment
is allocated between the lease liability and associated finance cost. The finance cost is charged to profit or loss over the lease period s0 as to
produce a constant periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is depreciated over
the shorter of the aosset’s useful life and the lease terin on a straight-line basis. The Company has a property lease and several equipment and
vehicle leases.

To the extent that o right-of-control exists over an asset subject to a lease, with a lease term exceeding one year, a right-of-use asset,
representing the Company’s right to use the underlying leased asset. and a lease liability, representing the Company’s obligation to make leose
payments, are recognised in the Company’s Bulance Sheet at the commencernent of the lease. The right-of-use usset is initially reasured at
cost and includes the amount of initial measurement of the lease liability and ony direct costs incurred, including advance lease payments

and an estimate of the dismantling, removal and restoration costs required by the terms and conditions of the lease. Depreciation is charged
to the Income Staternent to depreciate the right-of-use asset frorn the commencement date until the earlier of the end of the useful life of the
right-of-use asset or the end of the lease term. The lease term shall include the period of any extension option where it is reasonably certain
that the option will be exercised. Where the lease contains a purchase option the asset is written off over the useful life of the asset when it is
reasonably certain that the purchase option will be exercised.

The lease liability is measured at the present value of the future lease poyments. including varioble lease payments that depend on an index
and the exercise price of purchased options where it is reasonably certain that the option will be exercised, discounted using the interest rate
implicit in the lease. if readily determinoable. If the rate cannot be readily deterimined, the lessee’s incremental borrowing rate is used. Finance
charges ore recognised in the Income Stoterent over the period of the lease. Lease arrangements that ore short term in nature or low value
are charged directly to the Income Statenent when incurred. Short-term leases are leases with a lease tern of i2 month or less. Low-value
assets comprise small items of furniture or equipment.

TRANSITION

As the Company has used the modified retrospective approath in adopting IFRS 16, comparatives have not been restated. For further details
of the transition and practical expedients used please see the Group Accounting Policies. page 103. The adoption of this new accounting policy
resuited in the following changes to the opening batance sheet at 1 April 2019:

£m
Increase in right-of-use assets 1.0
fncrease in lease liabilities (1.1)
Net decrease in retained earnings (0.1)
RIGHT-OF-USE ASSETS
Land and Plant and
buildings equipment Total
£m £m £m
Cost
At 1April 2019 . - - -
Adoption of IFRS 16 0.9 0.1 1.0
At 31 March 2020 0.9 0.4 1.0
Accumulated depreciation and impairment
At 1 April 2019 - - -
Charge for the year 0.1 0.1 0.2
At 31 March 2020 0.1 0.1 0.2

Net book amount
At 31 March 2020 0.8 - 0.8
At 31 March 2019 - - -
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(IX) LEASING AND RIGHT-OF-USE ASSETS continuen
LEASE LIABILITIES

2020
£m
Maturity analysis - contractual undiscounted cash flows
Less than one year 0.2
One to five years 0.7
More than five years -
Total undiscounted lease liabilities at 31 March 0.9
Less: Interest allocated to future periods -
Lease liabilities included in the Consolidated Balance Sheet 0.9
Current 0.2
Non-current 0.7
(X) BORROWINGS
2020 2019
£m £m
Amounts falling due within one year:
Overdrafts 5.3 5.1
Capitalised costs {0.2) (0.2)
Current borrowings 5.1 49
Amounts falling due after more than one year:
Bank loans repayable in two to five years 36.3 327
Capitalised costs ‘ (0.5) ©7)
Non-current borrowings 35.8 320
Preference stock 0.5 0.5
36.3 325
Total borrowings 1.4 37.4
(X1) PENSIONS
Employees of the Company include members of the principal UK defined benefit schemes. The basis used to determine the deficitin the
schemes is disclosed in Note 18 to the consolidated financial statements.
No contributions are outstanding at the year end.
(XI1) CALLED UP SHARE CAPITAL’
Issued
N 2020 2019
£m £m
Ordinary shares of 5p each 1.3 1.3
At 31 March 2020, the issued ordinary share capital comprised 225,417,740 ordinary shares of 5p each (2019: 225,417.740).
Issued
2020 2019
£m £im
Preference stock of £1 each' 0.5 0.5

Included in borrowings ~ see Note {x).

The Employee Benefit Trust holds 199,790 fully paid ordinary shares of Sp each (2019: 364.879) to facilitate the exercise of share options by
employees across the Company.

Disclosures in respect of capital management can be found in Note 25 to the consolidated financial statements.
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Notes to the Company Financial Statements

(XI1I) RELATED PARTY TRANSACTIONS

Other than payments made to Directors, which are set out in the Board Report on Remuneration on pages 68 to 83 and in Note 2(d) to the
consolidated financial statements, there are no other related party transactions to disclose. The Company has taken the exemption available
under FRS 101 not to disclose transactions with wholly-owned subsidiary companies.

(XIV) POST BALANCE SHEET EVENTS

There were no significant post balance sheet events to report.

(XV) SUBSIDIARY UNDERTAKINGS AS AT 31 MARCH 2020

In accordance with Section 409 of the Companies Act 2006, a full list of subsidiary undertakings, the country of incorporation and the effective
percentage of equity owned. as at 31 March 2020 is disclosed below. Unless otherwise stated, the share capital disclosed comprises ordinary
or common shares which are held by subsidiaries of the Renold Group. The UK subsidiaries are incorporated in England and Wales and the
registered address of all offices is Trident 2, Trident Business Park, Styal Road, Wythenshawe, Manchester, M22 5XB unless stated.

UNITED KINGDOM

Renold Power Transmission Limited*
Renold International Holdings Limited"
Renold Europe Limited"

Renold Holdings Limited*

Renold Transmission Limited

Renold Continental Limited

UNITED KINGDOM (DORMANT COMPANIES)
Anchor Chain and Power Transmission Co Limited
Hans Renold Limited”

John Holroyd & Company Limited*

Jones & Shipman Limited”

UNITED KINGDOM (PENSION ENTITIES)

Renold Pensions Limited” {dormant)

Renold Group General Partner Limited" 3-5 Melville Street, Edinburgh, Scotland, EN3 7PE
Renold Scottish Limited Partnership 3-5 Melville Street, Edinburgh, Scotland, EN3 7PE

EUROPE (OTHER THAN THE UNITED KINGDOM)

Austria Renold GmbH Kdrntner Ring 12, A-1010 Wien
Denmark : Renold A/S Kaerup Alle 2, 1. Benlose. 4100, Ringstad
France ) Brampton Renold SAS’ 100 rue du Courbillon, 59175, Vendeville
Germany Renold GmoH Juliusmiihie, 37574, Einbeck
Renold Holding GmbH" Juliusmihle, 37574, Einbeck
) Renold Automotive Systems Germany  Juliusmihle, 37574, Einbeck
Poland ) Renold Polska sp. z 0.0. ul. Mlyriska 11, 40-098 Katowice, Poland
) Renold Poland sp. z 0.0. ul. Mlynska 11, 40-098 Katowice. Poland
Spain ) Renold Hi-Tec Couplings SA C/ Antoni Gaudi 21, Bajos 20, Gava, Barcelona
Sweden Renold Transmission AB (Sweden)
Switzertand Renold {Switzerland) GinbH Ringstrasse 16, CH-8600. Dibendorf 1
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(XV) SUBSIDIARY UNDERTAKINGS AS AT 31 MARCH 2020 continueo

NORTH AMERICA

Canada
USA

Renold Canada Limited’
Renold Inc

Jeffrey Chain LP

Renold Holdings Inc

Jeffrey Chain Acquisition Co Inc
Jetfrey Chain Corp

622 rue De Hull. Montreal, Quebec, H8R 1VG
100 Bourne Street, Suite 2, Westfield, NY 14787
2307 Maden Drive, Morristown, TN 37813
2307 Maden Drive, Morristown, TN 37813
2307 Maden Drive, Morristown, TN 37813
2307 Maden Drive, Morristown, TN 37813

OTHER COUNTRIES

Australia
China

India
Malaysia

New Zealand

Thailand

Renold Australia Proprietary Limited”
Renold Transmission {(Shanghai)
Company Limited

Renold Technologies {Shanghai)
Company Limited

Renold (Hangzhou) Co Limited

Renold (China) Transmission Products
Co Ltd
Renold Chain India Private Limited

Renold (Malaysia) Sdn Bhd

Renold New Zealand Limited”

Renold Retirement Trustee Limited

Renold (Thailand) Limited

508-520 Wellington Road, Mulgrave, Victoria 3170

Section A, Floor 3 of Composite Building. No. 18 North Fute
Road, China (Shanghai) Pilot Free-Trade Zone, Shanghai
Building 3. No. 385 Zheng Zhong Xin Road, Beicai Town,
Pudong, Shanghai

No.82 Dongfang Road, Yigiao Town, Xiaoshan District,
Hangzhou Municipality, Zhejiang Province

No. 168 Huacheng Road. Jintan District, Changzhou

S.F No: 568/1A. 569/1&2, D. Gudalur (P.0). Guziliamparai (T.K).
Dindigul {D.T}. Tamil Nadu - 624 620

No. 2, Jalan Anggerik Mokara 31/44, Kota Kemuning, Seksyen
31, 40460 Shah Alam, Selangor, Malaysia

594 Rosebank Road, Avondale. Auckland

Melville Jessup Weaver. Level 5, 40 Mercer St,

Wellington, 6142

399 Interchange Building, Unit 10, 24th Floor, Sukhumvit 21
Road, Klongtoey Nua Sub-District. Wattana District, Bangkok

* Direct subsidiary of Renold plc.

All of our companies are wholly-owned direct or indirect subsidiaries of Renold plc. a company incorporated in England and Wales, which
ulimately holds a 100% interest in the equity shares and voting rights.

Our overseas companies are incorporated in the countries in which they operate except where otherwise stated.

1583



ADDITIONAL INFORMATION

Corporate Information

REGISTERED OFFICE

Trident 2, Trident Business Park Registered number: 249688
Styal Road Telephone: +44 (0)161 498 4500
Wythenshawe Fax: +44 (0)161437 7782
Manchester Email: enquiry@renold.com

22 5XB Website: www.renold.com
AUDITOR
Deloitte LLP

BROKER AND FINANCIAL ADVISER
Peel Hunt LLP

FINANCIAL PR CONSULTANTS

Instinctif Partners Limited

REGISTRARS
Link Asset Services
34 Beckenham Road
Beckenham

Kent

BR3 4TU

Telephone: If calling from the UK: 0371 664 0300 (lines are open 9.00aim to 5.30pm, Monday to Friday)
If calling from overseas: +44 371664 0300

Email: wwwi signalshares.com/help-centre/

Website: www.signalshares.com

If you receive two or more copies of this report please write to Link Asset Services, 34 Beckenham Road, Beckenham, Kent, BR3 4TU and ask for
your accounts to be amalgamated.
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OVERVIEW STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS ADDITIONAL INFORMATION
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FSC

This Annual Report is printed by an FSC# (Forest Stewardship Council)

wwwfsc.on
MIX certified printer using vegetable-based inks.
Pager from
:;’;“;‘;;’";“‘ This report has been printed on Magno silk. a white coated paper and @ oo v B
2 board using 100% EFC pulp. -
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