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Brush Electrical Machines Limited
|

Directors’ report

The directors present their report and the audited financial staternents for the year ended 31 March 2008

Principal activities and review of the business
The company's principal activity 1s that of an engineering company specialising in the manufacture and
sale of electrical machines and the refurbishment of railway locomotives

Turnover from continuing operations during the year ended 31st March 2008 was £203 2 millhon (2007
£1402 mullion) Demand continues to be driven by the strength of the global demand for power
generation equipment from utilities, industrial companies and the o1l and gas sector The largest of the two
major lccomotive refurbishment contracts secured during the previous financial year was compited during
this year

Operating profit was £20 2 milhion (2007 £10 6 million) The trading improvement 1n operating profit
was principally due to increased tumover

Exceptional items during the year of £0 2m related to site closure costs of De Wind

Net finance income was £3 4m (2007 £1 8m) and represents net interest payable on loans to fellow group
undertakings of £3 3 million (2607 £1 2 mullion), net bank mterest receivable of £1 5 million (2007 £0 7
million), a £53 milhon exchange gam (2007 £nil) on inter group balances and a far value ioss on
financial instruments of £0 1 million (2007 £0 1 million)

The taxation credit for the year was £0 3m (2007 credit of £3 2m) and a reconciliation of the actual
current tax figure to the standard rate of corporation tax 1s set out 1n note 8 to the financial statements

The company has adopted a process for the identification, assessment, treatment, monitoring and reporting
of nsk This process helps support business objectives by linking into business strategy, 1dentifying and
reacting to emerging risks and developing cost effective solutions to risk exposures

The company's products and manufacturing processes require a variety of raw matenals including steel
and copper Any increase or volatlity in the price of these commeodities and energy together with
shortages n supply can affect the company's performance Purchasing policies and practices take into
account and seek to mutigate the dependence on any single item and supplier where practicable

In addition to the above, the company's mvolvement 1n global markets creates an exposure to other nsk
factors that are both external and internal to the company These risks include but are not hmited to failure
to comply with legislative and regulatory requirements including environmental and htigation risk,
equipment failures, business continuity and the actions of customers and competitors The company has,
as previously described, implemented nisk controls and loss mitigation plans but cannot give absolute
assurance that such procedures will be effective in 1dentifying or controlling each of the operational risks
faced by the company

A final dividend of £25 (2007 £100) per ordinary share amounting to £25,000,000 (2007 £100,000,000)
was paid during the year

Directors and their interests
The directors who served during the year ended 31 March 2008 are as listed on page 1

No director had any interests in the shares of the company at 31 March 2008
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Employment policies

The company has developed a wide range of voluntary practices and procedures for employee
involvement The company encourages this approach to provide nfermation and consultation and belteves
this promotes understanding of the 1ssues facing the individual business in which the employee works

It 1s company policy to achieve and maintain a high standard of health and safety by all practical means
and the active involvement of employees in matters of health and safety 1s encouraged

It 15 the policy of the company to give full and fair consideration to applications made by disabled persons
for job vacancies, where particular job requirements are within their ability and, where possible,
arrangements are made for the continumg employment of employees who have become disabled

Research and development

Product development and 1nnovation 1s a continuous process The company has committed additional
resources to the development of new products to enhance the organic growth of the business

Suppliers payment policy

The company agrees terms and conditions for its business transactions with suppliers Payment 1s made on
those terms subject to the terms and conditions being met by the suppher

Charitable donations

During the year the company donated £1k for chantable purposes (2007 £Nil) No political donations
were made during the year (2007 £nil)

Shares

During the year the company 1ssued one preference share Type A and one preference share Type B to
fellow group undertakings for a total consideration of £304 3 mullion

Directors’ Liabilities

The ultimate parent undertaking has imdemnified one or more directors of the company agamst hability n
respect of proceedings brought by third parties, subject to the conditions set out in the Companies Act
2006 Such qualifying third party indemnity provision was n force durning the year

Auditors

A resolution to reappomnt Emst & Young LLP as auditors will be put to the members at the Annual
General Meeting
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Directors’ statement as to disclosure of information to auditors

The directors who were members of the board at the time of approving the directors’ report are listed on
page | Each of these directors confirms that

® 1o the best of each director’s knowledge and belief, there 15 no iformatton relevant to the
preparation of their report of which the company’s auditors are unaware, and

®  cach director has taken all the steps a director might reascnably be expected to have taken to
be aware of relevant audit information and to establish that the company’s auditors are aware
of that information

By order of the Board

G E Barnes
Director

;'aldv




Brush Electrical Machines Limited

Statement of directors’ responsibilities in relation to the
financial statements

The directors are responsible for preparing the financial statements in accordance with applicable law and
Umnited Kingdom Generally Accepted Accounting Practice

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements in accordance with Umited Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
The financial statements are required by law to 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 those financial statements,
the directors are required to

s select suitable accounting policies and then apply them consistently,

+  make judgements and estimates that are reasonable and prudent,

s state whether applicable accounting standards have been followed, subject to any matenal departures
disclosed and explained n the financial statements, and

e  prepare the financial statements on the going concern basis unless 1t 15 mappropriate to presume that
the company will continue 1n business

The directors are responsible for keeping proper accounung records which disclose with reasonable
accuracy at any time the financial position of the company and to enable them te ensure that the financial
statements comply with the Companies Act 1985 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
wrregularities




Independent auditors’ report

to the members of Brush Electrical Machines Limited

We have audited the company’s financial statements for the year ended 31 March 2008 which comprise
the Profit and Loss Account, the Statement of Total Recogmsed Gains and Losses, the Balance Sheet and
the related notes t to 24 These financial statements have been prepared under the accounting policies set
out therein

This report 1s made solely to the company's members, as a body, 1n accordance with Section 235 of the
Companies Act 1985 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 n an auditors’ report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opintons we
have formed

Respective responsibilities of directors and auditors

The director’s responsibilities for preparing the Annual Report and the financial statements 1n accordance
with applicable United Kingdom law and Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) are set out n the Statement of Director’s Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fairr view and are
properly prepared 1n accordance with the Companies Act 1985 We also report to you whether in our
opmmon the informatton given in the directors' report 1s consistent with the financial statements

In addition we report to you 1f, n our opinion, the company has not kept proper accounting records, if we
have not recerved all the information and explanations we require for our audit, or 1f information specified
by law regarding director's remuneration and other transactions 1s not disclosed

We read the director’s report and consider the imphcations for our report 1f we become aware of any
apparent misstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures 1n the financial statements It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the company's circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary m order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other irregulanity or
error In forming our opinion we also evaluated the overall adequacy of the presentation of information n
the financial statements




Independent auditors’ report

to the members of Brush Electrical Machines Limited (continued)

Opinion
In our opmion

= the financial statements give a true and far view, n accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the company's affaurs as at 31 March
2008 and of 1ts profit for the year then ended,

* the financial statements have been properly prepared n accordance with the Companies Act
1985, and

= the informantion given 1n the director’s report 1s consistent with the financial statements

Emg L\fdwts L f

Ernst & Young LLP
Registered Auditor
Nottingham

Date |0 bepteynbgr 2008
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Profit and loss account
for the year ended 31 March 2008

2008 2007
Notes £000 £000
Turnover 2 203,241 140,208
Cost of sales (168,659) (117,385
Gross profit ' 34,582 22,823
Distnbution costs (2,990) (2,522)
Admrnstrative expenses (11,347) (9,688)
Operating profit before interest and taxation 4 20,245 10,613
Non-operating exceptional items 3 (153) 157
Net finance income 7 3,384 1,794
Profit on ordinary activities before taxation 23,476 12,564
Tax on ordinary activities 8 284 3,158
Profit on ordinary activities after taxation 16 23,760 15,722

All amounts relate to continuing activities




Brush Electrical Machines Limited

Statement of total recognised gains and losses

for the year ended 31 March 2008

Profit before dividends for the year
Net (loss)/gain on cash flow hedges
Taxation on (loss)/gain on cash flow hedges

Total recognmsed gains and losses relating to the year

Notes

2008 2007
£000 £000
23,760 15,722
(710) 440
214 (133)
23,264 16,029




Brush Electrical Machines Limited

Balance sheet
at 31 March 2008

Fixed assets
Tangible assets

Current assets

Stocks

Debtors

Cash and short-term deposits

Creditors: amounts falling due within one year

Net current assets

Total assets less current Iiabilities

Creditors: amounts falling due after more than one year
Provisions for iabilities and charges

Net assets

Caprtal and reserves

Called up share capital

Capital reserve

Hedging reserve

Profit and loss account

Equity shareholder’s funds

Approved by the Board and signed on its behalf by

6 HAE

G P Martin
Director

Date

Slglox -

Notes

10
11

15
16
16
16

2008 2007
£000 £000 |
9,845 8,626
9,845 8,626

14,470 11,856
313,319 35,427
73,039 37,755
400,328 85,038
(78.942)  (63,768)
321,886 21,270
331,731 29,896
(304,359) -
(1,019) (1,517)
26,353 28,379
1,000 1,000
493 493
(189) 307
25,049 26,579
26,353 28,379




Brush Electrical Machines Limited

Notes to the financial statements
at 31 March 2008

Accounting policies
Basis of preparation

The financial statements are prepared under the historical cost convention, in accordance with applicable
accounting standards

The company has taken advantage of the exemption from adopting FRS 29 — (IFRS 7) Fmancial
Instruments — Disclosures as the company 15 a wholly owned subsidiary of FKI plc and the consolidated
financial statements of FKI ple, which are publicly available, have adopted IFRS 7 — Fmancial
Instruments — Disclosures

Statement of cash flow

Under the provisions of FRS 1 “Cash Flow Statements” (Revised 1996), the company has not prepared a
statement of cash flows because its immediate parent undertaking, FKI ple, has prepared consolidated
financial statements which include the financial statements of the company and which contain a statement
of cash flows

Tangible fixed assets and depreclation

Tangible fixed assets are stated at cost less accumulated depreciation and any provision for impairment
Depreciation 1s provided on all tangible fixed assets, other than freehold land, at rates calculated to wnite
off the cost, less estimated residual value, of each asset on a straight line basis over theirr expected useful
lives, as follows

Freehold buildings — 50 years
Plant and machinery — heavy production — 15 years
Plant and machinery — other — 10 years
Office equipment - 5to 10 years
Motor vehicles — 3 to5years

Stocks and works in progress

Stocks are stated at the lower of cost or net reahisable value after making due allowance for any obsolete
or slow moving items In the case of fimished goods and work 1 progress, cost comprises the actual cost
of raw materials and direct labour and an appropriate proportion of manufacturing overheads based on
normal levels of activity Net realisable value 15 based on estimated sellng price, less further costs
expected to be incurred to completion and disposal

Long-term contracts

Long-term contracts are stated at costs incurred, which compnse the cost of direct matenials and labour
plus appropniate manufacturing overhead expenses, net of amounts transferred to cost of sales and after
deducting foreseeable losses and payments on account not matched with turnover To the extent that
payments on account exceed the value at which long-term contracts are stated they are included as
“payments received on account” within creditors

Research and development

Development expenditure on clearly defined projects whose outcome can be assessed with reasonable
certainty 15 capitalised and amortisation 1s commenced n the year the expenditure 15 incurred by reference
to the lesser of the hife of the project or three years All other research and development expenditure 1s
written off 1n the year in which 1t 15 incurred

1




Brush Electrical Machines Limited

Notes to the financial statements
at 31 March 2008

Accounting policies (continued)
Taxation

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid or
recovered using the tax rates and laws that have been enacted or substantially enacted by the balance sheet
date

Deferred tax 1s recognised in respect of all tming differences that have orngmnated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax i the future or
a right to pay less tax in the future have occurred at the balance sheet date Turung differences are
differences between the company’s taxable profits and 1ts results as stated n the financial statements that
anse from the incluston of gams and losses 1n tax assessments 1n periods different from those 1n which
they are recognised 1n the financial statements

A net deferred tax asset 15 regarded as recoverable and therefore recognised only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying timng differences can be deducted

Deferred tax 1s not recogmsed when fixed assets are revalued unless by the balance sheet date there 15 a
binding agreement to sell the revalued asset and the gain or loss expected to arise on sale has been
recogmised in the financial statements Neither 1s deferred tax recognised when fixed assets are sold and 1t
15 more likely than not that the taxable gain will be rolled over, being charged to tax only 1f and when the
replacement assets are sold

Deferred tax 1s measured at the average rates that are expected to apply 1n the periods 1n which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date Deferred tax 1s measured on a non-discounted basis

Foreign currencies

Transactions 1n foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction Monetary assets and habilities denominated 1n foreign currencies are translated to Sterhng at
that date Non-monetary assets and habilities that are measured 1n terms of historical cost n a foreign
currency are translated using the exchange rate at the date of the transaction Non-monetary assets and
habilities denominated 1n foreign currencies that are stated at fair value are translated at foreign exchange
rates ruling at the dates the fair values were determined

Turnover

Turnover comprises the invoiced value of goods and services supphed by the company exclusive of value
added taxes In respect of long-term contracts turnover 1s calculated on a percentage completion basis, as
the cost incurred up to the accounting date plus a proportion of the profit appropnate to the percentage
completion of each contract

The amount by which recorded turnover on contracts 15 1 excess of payments on account 1s recorded in
debtors as “amounts recoverable on contracts” Attributable profit 15 recognised on long-term contracts
only when the profitable outcome of the contract can be reasonably foreseen and 15 calculated so as to
reflect the proportion of the work carried out at the year end Full provision 15 made in respect of
foreseeable losses on uncompleted contracts

Leasing and hire purchase commitments

Assets obtaned under hire purchase contracts and leases which result in the transfer to the company of
substantially all the risks and rewards of ownership (finance leases) are capitalised as tangible fixed assets
at the estimated present value of underlying lease payments and are depreciated over their expected useful
lives or over the pnmary lease period, whichever 1s the shorter, in accordance with the above pelicy The
capital elements of future lease obligations are recorded as hiabihties whilst the finance element of the
rental payments are charged to the profit and loss account over the period of the lease or hire purchase
contract so as to produce a constant rate of charge on the outstanding balance of the net obligation n each

12




Brush Electrical Machines Limited

Notes to the financial statements
at 31 March 2008

Accounting policies (continued)
Leasing and hire purchase commitments (continued)

year Rentals paid under other leases {operating leases) are charged against income on a straight lme basis
over the lease term

Defined benefit pension scheme

The company participates n a defined benefit pension scheme, which 1s funded, with the assets of the
scheme held separately from those of the company, in separate trustee adminmistered funds The
company’s contributions are affected by the surplus/deficit in the scheme However, 1t 1s not possible to
identify the company’s share of the underlying assets and liabilities i the scheme on a consistent and
reasonable basis Therefore, in accordance with FRS 17 multi-employer exemption, the scheme 1s
accounted for as 1f 1t were a defined contribution scheme

The latest available information relating to the scheme and the implications for the company are detailed
1 the notes to the financial statements

Defined contribution pension scheme

Pension costs for the company’s defined contribution pension scheme are recogmsed within operating
profit at an amount equal to the contributions payable to the scheme for the year Any prepaid or
outstanding contributions at the balance sheet date are recognised respectively as assets or habilities
within prepayments or accruals

Share based payments

Incentives in the form of shares are provided to employees under share options and share award schemes
that are established by the parent undertaking, FKI plc The fair value of these options and awards at therr
date of grant 15 determined by an external valuation and 15 charged to the profit and loss account over the
relevant vesting periods In valuing these transactions, no account 1s taken of any performance conditions
other than conditions hnked to the price of the shares of FKI plc The value of the charge 1s adjusted to
reflect expected and actual levels of options and awards vesting

The costs of these share based payments are treated as a capital contribution from the parent company
Any payments made by the company to its parent company 1n respect of these arrangements are treated as
a return of this capital contribution

The company has taken advantage of the transitional provisions of FRS 20 and has applhied FRS 20 only to
equity settled awards granted after 7 November 2002 that had not vested on or before 1 April 2004

Derivative financial instruments and hedge accounting

The Company uses derivative financial mstruments to hedge 1ts exposure to foreign exchange and interest
rate risks arising from operational, financial and investment activities  The Company does not use
derivative financial instruments for speculative purposes

Derivative financial instruments are recegnised mnitially at cost  Subsequent to inttial recognition they are
stated at fair value The gain or loss on remeasurement to fair value is recognised immediately 1n profit or
loss However, where denivatives qualify for hedge accounting, recognition of any resultant gamn or loss
depends on the nature of the 1tem being hedged

The fair value of forward foreign exchange contracts 1s determined by reference to current forward
exchange rates for contracts with similar matunity profiles

For the purpose of hedge accounting, hedges are classified as either fair value hedges where they hedge
the exposure to changes 1n the fair value of a recognised asset or liability, or cash flow hedges where they
hedge exposure to vanability in cash flows that 1s either attributable to a particular risk associated with a
recogmsed asset or hability or a forecasted transaction

13




Brush Electrical Machines Limited

Notes to the financial statements
at 31 March 2008

Accounting policies (continued)
Derivative financial instruments and hedge accounting (continued)

In relation to farr value hedges which meet the conditions for hedge accounting, any gain or loss from
remeasuring the hedging instrument at fair value 1s recognised immediately 1n the income statement Any
gain or loss on the hedged 1tem attributable to the hedged risk 1s recogmised as an adjustment to the
carrying amount of the hedged item and recognised in the income statement Where the adjustment 15 to
the carrying amount of a hedged interest-bearing financial instrument, the adjustment 1s amortised to the
net profit and loss such that 1t 1s fully amortised by matunity

In relation to cash flow hedges (eg forward foreign currency contracts) to hedge firm commitments which
meet the conditions for hedge accounting, the portien of the gain or loss on the hedging instrument that 1s
determined to be an effective hedge 15 recognised directly to equity and the meffective portion 15
recognised in net profit or loss

When the hedged firm commitment results in the recognition of an asset or hability, then, at the time the
asset or hiability 1s recogmised, the associated gains or losses that had previously been recognised in equity
are included in the imtial measurement of the acquisition cost or other carrying amount of the asset or
ltability For cash flow hedges that do not result 1n the recognition of an asset or a habihty, the gans or
losses that are recognised in equity are transferred to the income statement in the same year in which the
hedged firm commitment affects the net profit and loss, for example when the future sale actually occurs

Hedge accounting 15 discontinued when the hedging instrument expires or 1s sold, termunated or exercised,
or no longer qualifies for hedge accounting At that point in time, any cumulative gain or loss on the
hedging instrument recogmised m equity 15 kept in equity until the forecasted transaction occurs Ifa
hedged transaction 1s no longer expected to occur, the net cumulative gain or loss recognised mn equity 1s
transferred to net profit or loss for the year

Turnover and segmental analysis

Turmnover and profit before taxation are denived from a single business segment being the principal activity
of the company

An analysis of turnover by geographical destination 15 as follows

2008 2007
£000 £000
United Kingdom 61,247 38,274
North Amenca 61,142 39,601
Rest of Europe 71,814 53,805
Rest of world 9,038 8,528

203,241 140,208

14
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Notes to the financial statements
at 31 March 2008

3. Exceptional items

2008 2007
£000 £000
Closure costs of discontinued business 153 (157

The costs 1n 2008 relate to the discontinued De Wind busmess The prior year credit related to the release
of hiabihties no longer required There 15 no tax impact relating to exceptional items

4. Operating profit
Operating profit 1s stated after charging/(crediting)

2008 2007
£000 £000
Auditors’ remuneration — audit 38 35
Depreciation of owned tangible fixed assets 1,414 1,294
Research and development expenditure 134 184
Operating lease rentals — plant and machinery 119 103

5. Directors’ remuneration

The directors recerved no remuneration for their services to the company during the year (2007 £ml)
The emoluments of N Bamford and A Ventrella have been borne by FKI plc The directors of the
company are also directors of a number of compames within the FKI group The directors’ services to the
company do not occupy a significant amount of thewr time As such, the directors do not consider that
they have received any remuneration for their incidental services to the company for the year ended 31
Mareh 2008 or 31 March 2007

6. Staff costs

2008 2007

£000 £000

Wages and salaries 26,877 23,877
Social secunity and other allied costs 2,474 2,184
Pension and other post retirement benefits 7,808 5,257
37,159 31,318

15
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Notes to the financial statements
at 31 March 2008

6. Staff costs (continued)

The average monthly number of persons (including directors) employed during the year was

2008 2007
No No
Production 756 704
Adminstration and management 109 113
Sales and distribution 55 44
920 861
7. Net finance income
2008 2007
£000 £000
Interest receivable and similar charges on
Loans to fellow group undertakings 9,563 2,192
Bank 1nterest 1,612 1,325
Gain on foreign exchange 5,318 -
16,493 3,517
Interest payable and similar charges on
Other toans (138) (565)
Loans from fellow group undertakings (12,912) {1,011)
Fair value loss on financial instruments 59 (147)
3,384 1,794
8. Tax on profit on ordinary activities
Tax on profit on ordinary activities
The tax credit comprises
2008 2007
£000 £000
Current tax
Adjustments mn respect of previous years - (3,324)
Total current tax - (3,324)
Deferred tax
Origination and reversal of iming differences (284) 166
Tax on profit on ordinary activities (284) {3,158)

16




Brush Electncal Machines Limited

Notes to the financial statements

at 31 March 2008

Tax on profit on ordinary activities (continued)

The tax assessed on the profit on ordmnary activities for the year 15 lower than the standard rate of
corporation tax 1n the UK of 30% (2007 30%) The differences are reconciled below

Profit on ordmary activities before taxation

Profit on ordinary activities multiplied by the standard rate
of corporation tax in the UK of 30% (2007 30%)

Effects of
Permanent differences

Group relief from parent for nil consideration

Accelerated capital allowances
Short term timing differences
Adjustment 1n respect of prior perniods

Total current tax

Tangible fixed assets

Cost

At 1 Apnl 2007
Additions — external
Dhsposals

At 31 March 2008
Depreciation

At 1 Apnil 2007
Charge for the vear
Disposals

At 31 March 2008
Net book value

At 31 March 2008

At 31 March 2007

2008 2007
£000 £000
23,476 12,564
7,043 3,769
3,484 136
(10,811) (3,739)
234 (39)
- (127)
- (3,3249)
- (3,324)
Plant,
equipment
Freehold and
property vehicles Total
£000 £000 £000
153 41,955 42,108
- 2,708 2,708
- (204) (204)
153 44,459 44612
20 33,462 33,482
4 1,410 1,414
- (129) (129)
24 34,743 34,767
129 9,716 9,845
133 8,493 8,626

17




Brush Electncal Machines Limited

Notes to the financial statements
at 31 March 2008

10. Stocks

2008 2007

£000 £000

Raw matertals and consumables 6,627 3,516
Work 1n progress 14,833 18,501
21,460 22,017
Less applicable payments on account {6,990) (10,161)
14,470 11,856

There 1s no matenial difference between the balance sheet value of stocks and their replacement cost

11. Debtors

2008 2007
£000 £000
Trade debtors 20,886 16,114
Amounts due from other group undertakings 260,542 2,815
Amounts recoverable on contracts 28,914 14,306
Other debtors 1,131 710
Prepayments and accrued income 951 755
Denvative financial assets 895 727
313,319 35,427

12. Creditors: amounts falling due within one year
2008 2007
£000 £000
Payments received on account 2,038 1,581
Trade creditors 34,892 20,453
Amounts due to parent and fellow subsidiary undertakings 29,982 34,845
Other taxes and social security costs 1,575 2,522
Other creditors 6,359 2,256
Accruals and deferred income 3,650 2,111
Denvative financial habilities 446 -
78,942 63,768

18




Brush Electrical Machines Limited

13.

Notes to the financial statements
at 31 March 2008

Creditors: amounts falling due after more than one year

Preference shares — share premium
Derivative financial liabilities

14. Provisions for liabilities and charges

15.

At 1 April 2007
Amounts charged to profit and loss account
Amounts charged to the statement of total recognised gains and loses

At 31 March 2008

Deferred taxation, provided in the financial statements, 1s 1n respect of

Accelerated capital allowances
Net (loss)/gain on cash flow hedge

Share capital

Authorised

1,000,000 Ordinary shares of £1 each
| Preference share Type A of £1 each
| Preference share Type B of £1 each

Allotted, called up and fully paid

1,000,000 Ordinary shares of £1 each
1 Preference share Type A of £1 each
1 Preference share Type B of £1 each

2008 2007
£000 £000
304,308 -
51 -
304,359 -
Deferred tax
£000
1,517

(284)

(214)
1,019
2008 20067
£000 £000
1,100 1,384
(81) 133
1,019 1,517
2008 2007
Number Number

1,000,000 1,000,000

1
1 -

1,000,002 1,000,000

2008 2007
£000 £000
1,000 1,000
1,000 1,000

19




Brush Electrical Machines Limited

186.

16.

Notes to the financial statements
at 31 March 2008

Share capital {(continued)

During the year the company 1ssued one preference share of type A and one preference share of type B to
fellow group undertakings for a total consideration of £304 3 millron These preference shares are
presented as a liability 1n these financial statements 1n accordance with FRS23

Entitlement to dividends

‘A’ and ‘B’ preference shareholders are entitled to a cumulative cash dividend which will accrue from
day to day at an annual rate equal to the base rate of Barclays Bank ple in force from time to time on the
amount patd up on each share (inclusive of share premium)

Subject thereto, all dividends and distributions shall be paid to the holders of the ‘A’ preference share,
‘B’ preference share and ordinary shares pro rata according to the nominal value thereof

Voting righis
The holders of the ‘A’ and ‘B’ preference shares are entitled to receive notice of and to attend all
meetings of the company but shall not be entitled to vote thereat

Entitlement on winding up

On a return of assets on liquidation, reduction of capital or otherwise the surplus assets of the company

remaining after payment of 1ts debts and liabilities shall be apphed

s First in payment to the holders of *A’ preference shares and ‘B’ preference shares, as 1f the same
constituted a single class, of an amount equal to the amount paid up thereon (including any
premium) together with a sum equal to any arrears to accruals of the dividend payable thereon
calculated down to the date of the return of capital,

e  Second in payment to the holders of the ordinary shares of an amount equal to the nominal value
thereof,

¢  Third in payment of any surplus to the holders of the ‘A’ preference share, the ‘B’ preference share
and the ordinary shares pro rata according to the nominal value thereof

Reserves
Hedging Caprtal  Profit and
reserve reserve loss
account
£000 £000 £000
At} Apnl 2007 307 493 26,579
Retaned profit for the year - - 23,760
Dividends pad - - (25,000)
Unrealised Losses wn year (496) - -
Issued in year - - -
Recharge from FKI ple for share based payments - - (402)
Share based payments — current year charge - - 112
At 31 March 2008 (189) 493 25,049
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Reconciliation of movements in shareholder’s funds

Opening equity shareholder’s funds

Profit after taxation attributable to shareholders
Share based payment

Dividends paid

Net gain on cash flow hedge

Taxation on gam on cash flow hedge

Recharge from FKI plc for share based payments
Share based payments — current year charge

Closing equity shareholder’s funds

Financial instruments

2008 2007
£000 £000
28,379 112,113
23,760 15,722
- 237
(25,000)  (100,000)
(710) 440
214 (133)
(402) -
12 -
26,353 28,379

31 March 2008 31 March 2007
Derivative  Derivative Net  Derwvatve Derrvative Net
Sfinancual  financial  financial financial  financial Sinancial
assels fiabilittes instruments assets habilwies instruments
£000 £000 £000 £000 £000 £000
Derivative financial
instruments — current
Forward foreign exchange 2 (446) (444) 420 - 420
contracts
Cash flow hedges 893 - 893 307 - 307
895 (446) 449 727 - 727
Derivative financial
mstruments — non current
Forward foreign exchange - (&1)} (51 - - -
contracts
- (51) ésn -~ - -
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18. Financial instruments (continued)
Cash flow hedges

At 31 March 2008 the Company held 12 copper swap contracts that are designated as cash flow hedges
These contracts lock the Company nto fixed copper prices which help protect against fluctuations m the
market price of copper The terms of these contracts are

Commodity Total Maturity Pricing
quantity
Commodity Swaps

Pays Copper 1,016 Various dates between Month-end settlements at
tonnes April 2008 and March fixed prices averaging US
2009 Dollars 6,680 per tonne
Receive Copper 1,016  Vanous dates between ~ Month-end settlements at the
tonnes April 2008 and March average LME price for each
2009 menth
Forward foreign exchange contracts
At 31 March 2008 the Company held a number of forward foreign exchange contracts that were
accounted for as cash flow hedges are
Currency Principal Maturity Exchange rate
Forward foreign exchange contracts
Pays US Dollar 435 v US Doll
million Various dates between S‘r:;?::g exch:;nger:
Receives Sterling 221 25 Apnil 2008 and 21 rates ranging from
mullion May 2009 $1 93 to $2 01
Pays Euros 90
million  Various dates between 2 Euro Sterling
Recelves Sterling 62  May 2008 and | August Exchange Rate of
million 2008 €0 69
Pays Sterling 153
milhon  Various dates between K\éﬂoaugtg rzﬁﬁg
Receives Czech Koruna 5023
v . 27 August 2008 and 19 CZK 31 58 to CZK
million November 2008
3439
Pays Bahrain 02
Dollars millien Bahramn Dollar
Receives Sterling 03 13 May 2008 Sterling of BHDO 74
milhon
P Canada Doll 35
ays anada LioTtars Canadian Dollar
million
3 June 2008 Sterling Exchange
Receives Sterling 17 rate of §2 02
million
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18. Financial instruments (contmued)

19.

Fair value of financial instruments

Fair value 1s defined as the amount at which a financial instrument could be exchanged n an arm’s length
transaction between informed and willing parties and 1s calculated by reference to market prices
discounted to current value Where market values are not available, fair values have been calculated by
discounting cash flows at prevailing rates translated at year end exchange rates

31 March 2008 31 March 2007
Book Market Book Market
value value value value
£000 £000 £000 £000
Cash and short-term deposits 73,039 73,039 37,755 37,755
Derivative financtal instruments
- Forward foreign exchange contracts (495) (495) 420 420
- Commodity Swaps 893 893 307 307
Net financial assets 73,437 73,437 38,482 38,482 _

Foreign currency risk

The Company uses forward foreign exchange contracts to hedge foreign currency exposures on
commutted, and occasionally forecast, receipts and payments n foreign currencies

Financial commitments
Capital commitments

2008 2007
£000 £000
Contracted but not provided for 463 2,287

20.

Pensions arrangements

The company participates in a funded group defined benefit scheme It 1s not possible to 1dentify the
company’s share of assets and habilities in the scheme on a consistent and reasonable basis Therefore, 1n
accordance with FRS 17 paragraph 9 (b) (multi-employer exemption), the scheme 1s accounted for as 1f 1t
were a defined contribution scheme

The pension contribution for the year amounted to £7,808,000 (2007 £5,237,000)

In order to provide information about the existence of a surplus or deficit in the scheme, a separate
valuation of the scheme as at 31 March 2008 using the projected unit basis required by the Standard has
been obtained

The valuation of the group scheme shows the foltowing deficit

UK group scheme £3,800,000 (2007 £74,100,000)

For the purposes of these financial statements, these figures are llustrative only and do not impact on the

results or the balance sheet of the company It should also be noted that these figures include a substantial
proportion of pension assets and liabilities relating to other group compamies which also participate 1n the
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Notes to the financial statements
at 31 March 2008

Pensions arrangements (continued)
scheme It has not been possible to identify the share of the surplus/deficit which relates solely to Brush
Electrical Machines Limited

The measurement bases required by FRS 17 are likely to give rise to significant fluctuations 1n the
reported amounts of the defined benefit pension scheme’s assets and habilities from year to year, and do
not necessarily give rise to a change in the contributions payable into the scheme, which are recommended
by the independent actuaries based on the expected long term rate of return on the scheme assets

Further details of the group pension scheme can be found in the financial statement of the immediate
parent company, FKI plc

Financial commitments
Lease commitments

At 31 March 2008, the company had annual financial commitments under non-cancellable operating
leases as set out below

Plant and machinery

2008 2007
£000 £000

Operating leases which expire
— within one year 9 29
— within two to five years 107 62
116 91

Contingent liabilities

As part of a group banking arrangement, the company has entered nto a multilateral cross guarantee with
certain group companies n respect of group overdraft borrowings OQutstanding bonds and guarantees at
the year end amount to £7,338,000 (2007 £5,631,000)

Related party transactions

The company 1s an indirect wholly owned subsidiary of FKI plc, the consolidated accounts of which are
publicly available Accordingly, the company has taken advantage of the exemption in FRS 8 from
disclosing transactions with members or investees of the FKI group

Ultimate parent undertaking

The directors regard FKI plc, a company ncorporated in Great Britain and registered in England and
Wales, as the company’s uftimate parent undertaking and controlling party for the year ended 31 March
2008 The group into which the results of the company are consolidated 1s that headed by FKI plc
Copies of the financial staternents are available from the Company Secretary, FKI plc, Falcon Works, PO
Box 7713 Meadow Lane, Loughborough, Leiwcestershire LE11 1ZF

On the 1 July 2008 FKI plc was purchased by Melrose Plc, a company incorporated 1n Great Britain and
registered in England and Wales, which the directors regard as the company’s ultimate parent undertaking
and controlling party from that date

24




