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FKI1 Limited

Directors' report

The Directors present their annual report and the audited financial statements for the year ended 3t December 2011

Principal activity and review of the business
The Company's principal activity is to act as an intermediate holding company The Directors do not expect any change in
this activity 1n the foreseeable future

The operating loss for the year ended 31 December 2011 was £1,703,000 (year ended 31 December 2010 loss of
£12,258,000) The operating loss for the year ended 31 December 2011 included a £3,745,000 exchange loss (year ended 31
December 2010 £3,758,000 loss) The retained profit for the year ended 31 December 2011 was £102,140,000 (year ended
31 December 2010 profit of £350,564,000)

The Directors paid a dividend for the year of £140,000,000 (vear ended 31 December 2010 £527,500,000)

During the year FKI Ltd acquired 80,000,002 Ordinary £0 25 shares in FKI Astraeus Limited from Melrose PLC at market
vaue of £224,668,1335, to be satisficd by the 1ssue to Melrose PLC of 2,246,681,350 Ordinary £0 10 shares 1n FK! Limited

Also during the year FKI Ltd acquired 80,000,001 Ordinary £0 25 shares in FKI Hehios Limited from Melrose PLC at market
value of £107,438,724, 1o be sanisfied by the 1ssue to Melrose PLC of 1,074,387,240 Ordnary £0 10 shares in FX] Ltd

The Company considers 1ts key performance ndicators to be in line with those of Melrose PLC as disclosed 1n the Directors
Report of the 2011 Annual Report

Golng concern

The Directors have considered the going concern assumption given the current economic chimate and the net current hiabilities
of the Company, and have reviewed the Company forecast and considered the financial commitment from the ulimate parent
company, which has been confirmed in writing, for the foreseeable future  After making enquirtes and constdering the above
facts, the Directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future  Accordingly, they continue to adopt the going concern basis in preparing the financial
statements

Finaneisl nsk management and policies
The Company’s activities expose it to a number of financial nsks including credit nisk and liquidity nsk

Credit risk

The Company’s principal financial assets are bank balances and cash and other recervables (including recervables from other
Group undertakings)

The Company's credit nisk 15 primanly attributable to its recervables from other Greup undertakings The amounts presented
i the Batance Sheet are net of allowances for doubtful receivables An allowance for impairment 15 made where there 15 an
dentified loss event which, based on previous experience, 1s evidence of a reduction tn the recoverability of the cash flows

The Company has no significant concentration of credst nisk, with exposure spread over a large number of counterparties and
customers

Liguldity nsk
[n order to maintain hquidity to ensure that sufficient funds are available for ongong operations and future developments, the
Company ensures regular communication with gther Group companies




FKI Limited

Directors' report {(continued)

Drrectors and their interests
The Directors who served dunng the year ended 31 December 2011 and thereafter are listed under 'Officers and professional
advisers' No Director had any interests 1n the shares of the Company at 31 December 2011

Directors' habilities

The ultimate parent undertaking has indemnified one or more Directors of the Company agamnst hability in respect of
proceedings brought by third parties, subject to the conditions set out 1n the Companies Act 2006 Such qualifymng third
party indemmity provision was 1n force throughout the year and at the date of this report

Chanitable and pohitical donations
There were no political or chantable donations during the year (year ended 31 December 2010 £mif)

Auditor
Each of the persons who 1s a Director at the date of approval of this report confirms that
so far as the Directors are aware, there 1s no relevant audul information of which the Company’s auditor 1s unaware,
and
the Directors have taken all the steps that he/she ought to have taken as a Director wn order to make himsel ffherself
aware of any relevant audit information and to establish that the Company’s auditor 1s aware of that information

This confirmation 1s given and should be interpreted m accordance with the prowisions of s418 of the Compames Act 2006

Deloitte LLP have indicated their willingness to continue in office as auditer and will be deemed to be re-appointed after the
end of the next "period for appointing auditors” as defined in 5485(2) of the Compamies Act 2006

Approved by the Board of Direclors
and signed on behalf of the Board

G E Bamnes
Director
23 July 2012




FKI Limited
Directors' responsibilities statement

The Drrectors are responstble for preparing the Annuat Repont and the financial statements 1n accordance with the applicable
law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors have
elected to prepare the financial statements 1n accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounuing Standards and applicable 1aw) Under company law the Directors must not approve the
financial statements unless they are satisfied that they give a truze and fair view of the state of affairs of the Company and of
the profit or loss of the Company for that pertod In prepaning these financial statements, the Directors are required to

» select smtable accounting policies and then apply them consistently,
+ make judgements and accounting estimates that are reasonable and prudent,
* state whether applicable UK Accounung Standards have been followed, and

* prepare the financial statements on the going concern basis unless 1t 1s mappropriate to presume that the Company will
continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial positien of the Company and enable them to
ensure that the financial statements comply with the Companies Act 2006 They are also responsible for safeguarding the
assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties




FKI Limited

Independent auditor's report to the members of
FKI Limited

We have audrted the financial statements of FKI Limuted for the year ended 31 December 201, which compnise the Profit
and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance Sheet, the reconcihation of movements
n shareholders' funds and the related notes t to 18 The financial reporting framework that has been applied 1n their
preparation 1s applicable law and United Kingdom Accounting Standards (Umted Kingdom Generally Accepted Accounting
Practice)

This report 1s made solely to the Company’s members, as a body, 1n accordance with Chapier 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 1n an auditor's report and for no other purpose To the fullest extent permtted by law, we do not
accept or assume responsibility 1o anyone other than the Company and the Company’s members as a body, for our audit
work, for this report, or for the epintons we have formed

Respective responsibihities of Directors and auditor

As explamed more fully in the Directors’ responsibilittes statement, the Directors are responsible for the preparation of the
financial statements and for bewng satisfied that they give a true and fair view Qur responsibility 1s to audit and express an
opmton on the financial statements 1n accordance with appheable law and [nternational Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit nvolves obtaining evidence about the amounts and disclosures in the financiat statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error  This
ncludes an assessment of whether the accounting policies are appropriate to the Company’s circumstances and have been
consistently apphed and adequatcly disclosed, the reasonablencss of significant accounting estimates made by the Directors,
and the overall presentation of the financial statements [n addition, we read all the financial and non-financial information n
the annual report to 1dentify matenal inconsistencies with the audited financial statements if we become aware of any
apparent matenal misstatements or inconsistenctes we consider the imphcations for our report

Opnton on financial statements
In our opimion the financial statements

* give a true and far view of the state of the Company’s affairs as at 31 December 2011 and of 1ts profit for the year
then ended
+ have been properly prepared in accordance with Umited Kingdom Generally Accepted Accounting Practice, and

* have been prepared in accordance with the requirements of the Companies Act 2006




FKI Limited

Independent auditor's report to the members of
FKI Limited (continued)

Opimon on other matter prescribed by the Companmes Act 2006
In our opimnion the information given n the Directors’ report for the financial year for which the financial statements are
prepared 15 consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, m

our opinion
« adequate accounting records have not been kept, or retumns adequate for our audit have not been received from

branches not visited by us, or

» the financial statements are not in agreement with the accounting records and returns, or
= certan disclosures of Directors’ remuneration specified by law are not made, or

+ we have not recerved all the information and explanations we require for our audrt

-

Jeremy Black (Semor statutory auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor
London, United Kingdom

23 July 2012



FKI Limited

Profit and Loss Account
Year ended 31 December 2011

Administrative expenses

Operating loss

Exceptional income
Exceptional expense

(Loss)/profit on ordinary activihes before finance charges
Investment income

Finance income

Finance expense

Profit on ordinary activities before taxation

Tax charge on profit on ordinary activities

Profit for the financial year

The above results denve from continumg operations

Note

14

Year ended Year ended
31 December 31 December
2011 2010

£'000 £000
(1,703) (12,258)
(1,703) (12,258)

- 13,100

(12,783) -
(14,486) 842
151,722 363,288
2,823 25,180
(32,803) (38.499)
107,256 350,811
(5,116) (247)
102,140 350,564




FKI Limited

Statement of Total Recognised Gains and Losses
Year ended 31 December 2011

Profit for the financial year
Actuanal (loss)/gain on pension scheme, net of deferred tax

Total recogmsed gains and losses

Year ended Year ended

31 December 31 December

2011 2010

Notes £000 £'000
102,140 350,564

16 (8,600) 11,520
93,540 362,084




FKI Limited

Balance Sheet
As at 31 December 2011

Fixed assets
Investments

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current habilittes

Total assets less current habilihies

Provisions for habithities
Pension habihity

Net assets

Capital and reserves
Calied-up share capital
Treasury shares

Capital redemption reserve
Profit and loss account

Shareholders' funds

Note

10

i3
14
14
14

15

2011 2010
£000 £000
3,204,352 2,876,912
3,204,352 2,876912
62,580 83,140
5,958 14,376
68,538 97,516
(2,821,445) (2,799,074)
(2,752,907) (2,701,558)
451,445 175,354
(24,546) (34,502)
(73,349) (72,949)
353,550 67,903
338,021 5914
(546) (497)
2,000 2,000
14,075 60,486
353,550 67,903

The financial statemments of FK1 Limuted (registered number 00164945) were approved by the Board of Directors and

authonised for 1ssue on 23 July 2012
Sigped on Behalf of the Board of Directors

G E Barnes
Eurector




FKI Limted

Notes to the financial statements
Year ended 31 December 2011

Accounting policies

The pnincipal accounting pohicies ane summansed below ‘They have all been applied consistently throughout the year and
the preceding year

Basis of preparation
The financial statements have been prepared under the historical cost convention, 1n accordance with apphcable United
Kingdom law and accounting standards, and on a going concern basis as described in the Directors' report

The company has taken advantage of the exemption from prepanng group financial statements afforded by section 400 of
the Companies Act 2006 because 1t 15 a wholly owned subsidiary undertaking of Melrose PLC, which prepares consoltdated
financial statements which are publicly available

Gomg concern

The Directors have considered the going concem assumption given the current econormic chimate and the net current
liabiliies of the Company, and have reviewed the Company forecast and considered the financtal commitment from the
ultimate parent company, which has been confirmed in wniting, for the foresceable future  After making enquines end
considering the above facts, the Directors have a reasonable expectation that the Company has adequate resources to
continue i operational existence for the foreseeable future Accordingly, they continue to adopt the going concern basis mn
prepanng the financial statements

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 ultimate parent undertaking, Melrose PLC, has prepared consolidated financial staternents which mclude
the financial statements of the Company and which contain a Statement of Cash Flows

Investments
The Company's investments n shares 1n Group companies are stated at cost less provision for impairments in valug
Income receved from tnvestments 15 credited to the Profit and Loss Account on a recervables basis

Taxation
Current tax, including UK corporation tax and foreign 1ax, 1s provided at amounts expected to be paid or recovered using
the tax rates and laws that have been enacted or substantively enacted by the Balance Sheet date

Deferred tax 15 recogmsed o respect of all iming differences that have onginated but not reversed ar the Balance Sheet date
where transactions or events that result in an obhgation to pay more tax in the future or a nght to pay less tax in the future
have occurred at the Balance Sheet date Tumuing differences are differences between the Company’s taxable profits and its
results as stated mn the financial statements that anse from the inclusion of gains and losses 1n tax assessments 1n penods
different from those in which they are recognised n the financial statements

A net deferred tax asset 15 regarded as recoverable and therefore recogmsed only when on the basts of all available
evidence, 1t can be regarded as more ltkely than not that there will be surtable taxable profits from which the future reversal
of the underlying timing d:fferences can be deducted

Deferred tax is not recogmsed when fixed assets are revalued unless by the Balance Sheet date there 15 a binding agreement
to scll the revalued asset and the gain or loss expected to anse on sale has been recognised in the financial statements
Netther 15 deferred tax recognised when fixed assets are sold and 11 15 more Itkely than not that the taxable gain wall be
rolled over, being charged to tax only 1f and when the replacement assets are sold

Deferred tax 15 measured at the average rates that are expected to apply in the penads tn which the tming 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



FKI Limited

Notes to the financial statements
Year ended 31 December 2011

Accounting policies (continued)

Defined benefit pension scheme

Pension habilities are measured at their present value 1n accordance with actuarial assumptions that are updated at cach
Balance Shect date Pension assets are measured at fair value The pension hability or asset 1s recogmsed in the Balance
Sheet

Pension costs for the Company's defined benefit pension schemes and other post-retirernent benefits are recognised as
follows
Within operating profit
» the current service cost anstng from employee service 1n the current period,
» the pnor service cost related to employee service in pnior penods ansing in the current penod as a result of
improvements to benefits, and
» gmins and losses ansing on unanticipated settlements or curtasiments where the item that gave nse to the
settlement or curtailment 1s recogrised within operating profit
Within other finance cost or income
= the interest cost on the liabilities, calculated by reference to the scheme habilines and discount rate at the
beginnung of the period, and
» the expected retum on assets, calculated by reference to the assets and their long-term expected rate of return at
the bepinming of the period
Within the statement of total recognised gains and losses
+ on the scheme assets - the difference between the expected and actual return on assets, and
« on the scheme hiabilities - (a) the differences between the actuanal assumptions and actual expenence, and (b) the
cffect of changes 1n actuanal assumptions

Foreign currencies

Transacuions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction  Monetary
assets and hiabilities denorminated in foreign currencies at the Balance Sheet date are translated to sterling af the foreign
exchange rate ruling at that date  Foreign exchange differences anising on translation are recogmsed 1n the Profit and Loss
Account with the exception of differences on foreign currency borrowings, to the extent that they are used to finance or
provide a hedge against foreign equity investments, which are taken directly to reserves together with the exchange
difference on the carrying amount on the related investments  Tax charges and creduts attnbutable to exchange differences
on those borrowings are also dealt with in reserves

Non-monetary assets and habtlities that are measured 1n terms of hustonical cost in a foreign currency are translated using
the exchange rate at the date of the transaction Non-monetary assets and labilities denominated in foreign currencies that
are stated at fair vatue are translated at the foreign exchange rates ruling at the dates the fair values were determined

Finance costs
Finance costs of financial habtlities are recogmsed in the Profit and Loss Account over the term of such instruments at a
constant rate on the carrying amount

Baok borrowings

Interest-beantng bank loans and overdrafts are recorded ot the proceeds receved, net of direct issue costs Finance charges
tncluding premiums payable on sctilement or redemption and direct 1ssue costs, are accounted for on an accruals basis in

the Profit and Loss Account using the effective interest method and are added to the carrying amount of the instrument to
the extent that they are not settled in the penod in which they arise

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event, it1s
probable that an outflow of resources embodying economic benefits wifl be required to settle the obligation and a rehiable
estimate can be made of the amount of the obhgation If the effect of the time value of money 1s matenal, provisions are
determined by discounting the expected future cash flows as a rate that reflects the current market assessment of the time
value of money and, where appropnate, the risks specific 1o the hiabihty Where discounting 1s used, the increase in the
provision due to the passage of ume 15 recognized as a finance cost



FK1 Limited

Notes to the financial statements
Year ended 31 December 2011

Exceptional 1tems

Year ended Year ended
31 December 31 December
aon 2010
£'000 £'000
Exceptional income
Curtailment gain - 13,100
- 13,100
Year ended Year ended
31 December 31 December
2011 2010
£000 £'000
Exceptional expense
Costs relating to sale of subsidiary undertaking (2,864) -
Waiver of loan with other Group Company (9.919) -
(12,783) -

In 2010 1t was announced that the FKI UK Pension Plan would be closed to the accrual of future benefits as of 28 February
2011, thus resulted 1n a curtailment gain of £13,100,000

Duning the year costs of £2,863,908 were incurred as a result of selling the following Group undertakings, Brush Traction
Limuted, Madico and FK! Logistex Limited

Also duning the year a loan between FKI Ltd and FKI Logistex Limited was waived resulting 1n an exceptional expense of
£9,919,448

Investment income

Year ended Year ended
31 December 31 December
2011 2010
£1000 £'000
Dividends recerved from substdiary undertakings 151,722 363,288
151,722 363,288
Finance income and expense
Year ended Year ended
31 December 3t December
2011 2010
£'000 £'000
Interest recervable and similar income
Loans and receivables 772 861
Loans to fellow Group undertakings 2,051 24,319
2,823 25,180
Year ended Year ended
31 December 31 December
2011 2010
£'000 £000
Interest payable and similar charges
Bank overdrafts (570) (774)
Loans from fellow Group undertakings {27,553) {31,744)
Defined benefit finance charge (4,200} {5,400)
Loss on change 1n fair value of financial instruments - (101)
Unwand of discount on provisions (480} {480)

(32,803} (38,499)
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FKI Limited

Notes to the financial statements
Year ended 31 December 2011

Profit oo ordinary activities before taxation

This 15 stated after charging
Year ended Year ended
31 December 31 December
2011 2010
£000 £'000
Impasrment of mvestments 4,667 3,684
Increase in legal provisions 2,868 5,500
Net foreign exchange loss 3,745 3,758

A review of the carrying value of the Company's investments identified impairments of the investment 1n Brush Trains
Oldco of £1,895,000 and FKI Distnbution Limited of £2,772,000 (year ended 31 December 2010 totalled £3,684,000)

A review of legal provisions by the company's legal advisor identified the need to increase an already extsiting provision by
£2,868,000 (year ended 31 December 2010 £5,500,000)

The audit fees payable to the Company's auditor of £100,000 (31 December 2010 £100,000) for the audit of the financial
statements were bomne by a fellow Group undertaking tn both penods

The profit on ordinary activities before taxation includes a defined benefit penston cost of £500,000 (year ended 31
December 2010 £3,517,000) The FKI UK Pension Plan 1s now closed to new members and on 28 February 2011 it was
closed to the accrual of future benefits for existing members

Staff costs

The aggregate remuneration compnsed

Year ended Year ended

31 December 31 December

2011 2010

£'000 £'000

Defined benefit pension costs 500 3,517
500 3517

Included within defined benefit pension costs are contributions of £1,202,000 from participating Group undertakings (year
ended 31 December 2010 £5,447,000)

Directors' remuneration

The Directors received no remuneration for their services to the Company dunng the year {year ended 31 December 2010
£ml) The Durectors of the Company who served duning the year were also Directors of a number of the companies within
the Melrose Group The Directors' services to the Company do not occupy a sigmficant amount of thetr 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 December 2011 or the year ended 31 December 2010



FKI Limited

Notes to the financial statements
Year ended 31 December 2011

Tax en ordinary activitics

The tax charge comprises

Current tax
UK corporation tax
Withholding taxes

Total corrent tax {credit)/charge
Deferred tax

Total tax charge

Year ended Year ended
31 December 31 December
2011 2010

£000 £'000

(484) -

- 247

(484) 247

5,600 -

5116 247

The differences between the total current tax shown above and the amount calculated by applying the standard rate of UK

corporation tax to the profit on ordinary activities before taxation 15 as follows

Profit on ordimary activities before taxation

Tax on profit on ordinary activities before taxation at standard UK
corporation tax rate of 26 5% (31 December 2010 28%)

Effects of

Expenses not deductible for tax purposes

Non taxable income

Capital allowances in excess of deprecration
Other tming differences

Uulisation of tax losses

Taxable income not 11 Profit and Loss Account
Group relief surrendered at nil consideration
Prior year adjustment

Withholding taxes

Current tax (credit)/charge

Year ended Year ended
31 December 31 December
011 2010
£000 £000
107,256 350,811
28,423 98,227
5,106 2,727
{40,206) (1oL721)
o %
(3,742) (6,346
(56) -

56 2,801

10,426 4,321

(484)
- 247
(484) 247

Due to the uncertainty of future profits, the company has not recogmsed a deferred tax asset of £18,294,000 (2010
£21,723,000} 1n respect of carned forward tax losses The amounts not recognised are based on a corporation tax rate of

25% (2010 26%)



FKI Limited

Notes to the financial statements
Year ended 31 December 2011

. Investments

Cost
At 1 January 2011
Acquisition of subsidiary

At 31 December 2011

Provision for impairment
At | January 2011
Impairment recogmsed 1n year

At 31 December 2011

Net book value
At 31 December 2011

At 31 December 2010

The Company has investments n the following subsidiary undertakings

Name

Subsidiary undertakings
FKI Engineering Limited
FKI Astracus Limited
FKI Helios Limited

Black Heath Limited
Hamsard 2291 Limited

Brush Electrical Machines Limited

Bridon Limited

Brush Trains Oldco

FKI1 Mondiale BY

FKI Distnbution Limited

* The remaiming 80% holding in these companies are held by other Group companies

Investment in

Subswdiary Total
£°000 £'000
3,378,830 3,378,830
332,107 332,107
3,710,937 3,710,937
(501,918) (501,918)
(4,667) (4,667)
(506,585) (506,383)
3,204,352 3,204,352
2,876,912 2,876,912
Nature of business Country Holding
Engineering  Great Britamn 100%
Great Britain 100%
Great Britain 100%
Guernsey 100%
Great Britain 1060%
Engineering  Great Britain 100%
Great Britain 100%

Great Britain 20% *

Netherlands 20% *
Great Britain 100%

During the year FKI Ltd acquired 80,000,002 Ordinary £0 25 shares in FKI Astracus
Limisted from Melrose PLC at market vaue of £224,668,135, to be satisfied by the
1ssue to Melrose PLC of 2,246,681,350 Ordinary £0 10 shares i FKI Limited

Also during the year FKI Ltd acquired 80,000,001 Qrdinary £0 25 shares in FK1
Helios Limited from Melrose PLC at market value of £107,438,724, to be sausfied by
the ssue to Melrose PLC of 1,074,387,240 Ordmary £0 10 shares in FKI Ltd

A review of the carrymng value of the Company's invesiments identified impairments
of the investment 1n Brush Tramns Oldce of £1,895,000 and FKI Distnibution Limrted

of £2,772,000 (year ended 31 December 2010 totalled £3,684,000)
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FKI Limited

Notes to the financial statements
Year ended 31 December 2011

Debtors

Amounts faling due within one year-
Amounts owed by fellow Group undenakings
Other debtors

Prepayments and accrued mcome

Creditors-amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Amounts owed to fellow Group undertakings
Other creditors

Accruals and deferred income

2011 2010
£'000 £'000
61,631 82,349
927 769

22 2
62,580 83,140
2011 2010
£000 £'000
13,753 22,025
177 53
2,804,876 2,772,754
1,965 1,932

674 2,310
2,821,445 2,799,074
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FKI Limited

Notes to the financial statements
Year ended 31 December 2011

Provisions for habilities

Insurance and

Restructunng litigations Environmental

provision provision provision Total

£'000 £000 £'000 £'000

At 1 lanuvary 2011 243 33,949 310 34,502
Charged to Profit and Loss Account - 2,868 - 2,868
Utihsation of proviston - (13,304) - (13,304)
Unwinding of discount - 480 - 480
At 31 December 2011 243 23,993 310 24,546

A review of legal provisions by the company’s legal advisor identified the need to increase an already exisiting provision by

£2,868,000 (year ended 31 December 2010 £5,500,000)
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FKI1 Lintuted

Notes to the financial statements
Year ended 31 December 2011

Called-up share capital

Allotted, called-up and fully-paid
3 380 208 590 Oré:nary Shares of 10 pence each
59 140 000 Ordunary Shares of 10 pence ¢sch

Dunng the year 3,321 068 590 Ordinary £0 10 shares were issued to Melrose Plc i exchange for 100% of the share capital in FKI Astracus Lim:ted and FKI Helios Linuted

Reserves

At 1 January 2010

Cwn shares movement

Result for the year

Transfers

Drvidends pard to other Group subsidary undertakngs
Actuanal gain on retirement benefit obhgations

Al | January 2011
Own shares movement
Result for the year

Drvidends pad to other Group subsidiary undertakings
Actuanal loss on retirement benefit obligauions

At 31 December 2011

Reconailiation of movements in shareholders’ funds

Profit for the financial year
Other recognised gains and losses relaung to the year

Dividends pad
Neaw shares issued

Net addition to shareholders' funds

Opening shareholders funds
Closing shareholders' funds

2011 2010
£'000 £'000
338021 -
- 5914
33021 5914
Capitsl

Share premum redemption Profit and loss
account  Treasury shares reserve secount Totad
£'000 £000 1'000 £'000 £000
161,093 (292) 2000 11376 174177
- (205) - 53,433 53 228
- - - 350,564 350 564
(161,093) - - 161 093 -
R . - (527,500) (527 500)
- - - 11 520 11520
- (497 2000 60 486 51989
- @9 - 49 -
- - 102,140 1062 140
- - - (140,000) (140 000)
N . - (8,600) (8 600)
- {546) 2 000 14 075 15 529
2011 1010
1'000 £'000
102 140 350 564
{8 600) 11520
93,540 162034
(140,000) (527 500)
332107 -
285 647 (165,416)
67 903 233319
351 5%0 67903
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FKI1 Limited

Notes to the financial statements
Year ended 31 December 2011

Retirement henefit schemes

The Company closed the plan to future service accrual from 28 February 2011 Melrose PLC holds a deed of guarantee with FKI
UK Penston Trust Limited, the trustee of the FKI UK Pension Plan, pursuant to which 1t agreed to contribute £18 5 million to the
FKi UK Penston Plan per annum from 1 July 2610 untd 1 October 2017

The Company 1s a participating member of the FKI UK Pension Scheme  The date of the most recent full actuanal valuation was
31 December 2008

The valuation of the Group scheme shows the followmng deficit UK Group scheme £79,349,000 (year ended 31 December 2010
£78,549,000)

The measurement bases required by FRS 17 are likely to give nise to significant fluctuations in the reported amounts of the
defined benefit pension scheme's assets and liabilities from year to year, and do not necessanly 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

The assets in the scheme and the expected rates of return at 31 December 2011 were

31 December 31 December 31 December 31 December
2011 2011 2010 2010

Long term rate Long term rate
of return Value £000 of return Yalue £000

expected % expected %
Equities 700 186,200 g 50 194,625
Debt instruments 397 408,200 460 342,400
Other assets 571 5,925 333 12,300
Total fair value of scheme assets 600,325 549325
Present value of scheme liabilities (679,674) (627,874)
Deficit in scheme {79,349) (78,549)
Related deferred tax asset 6,000 5,600

Net deficit in scheme (73,349 72,949)

The figures above were calculated on the basis of the following assumptions

31 December 31 December

2011 2010

% %

Discount rate 490 555
Expected rate of salary increases 000 400
Future pension increases 300 330

Inflation 310 345
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Movements in the present value of defined benefit obligations were as follows

At 1 January

Service ¢ost

Interest cost

Contributions from scheme members
Actuanal losses

Benefits paid

Gains on curtallment

At 31 December
Experience adjustments on scheme habilities

Movements in the value of scheme assets were as follows

At | January

Expected return on plan assets
Actuaral gains

Member company contributions
Contributions from scheme members
Benefits paid

At 31 December

Expenence adjustments on scheme assets

Net deficit 1n scheme

31 December

31 December

2011 2010
£:000 £'000
(627,874) (618,357)
(500) 3,517
(34,200) (35,000)
(300) .
{45,200) (8,600)
28,400 25,000

. 13,100
(679.674) (627,874)
% 1%

31 December

31 December

2011 2010
£000 £000
549,325 508,762
30,000 29,600
30,600 17,600
18,500 18,363
300 -
(28.400) (25,000)
600,325 549,325
5% 3%
(79.345) (78,549)
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Mortality assumptions

The mortality assumptions for the plan at 31 December 2011 are based on 90% of the heavy Self Admtnistered Pension Scheme
(SAPs) tables, reflecting the scheme membershap being largely employed in the industnal sector Future improvements are in line
with 80% (60% for women) of the long cohort, subject to a mmimum vnderpin of 1% p a

The assumed hife expectancy on retirement at age 65 are

31 December

31 December

2011 2010
Retinng today
Males 8530 8520
Females 8870 88 60
Retining in 20 years
Males 87 80 8770
Females 91 00 90 90
Amounts recognised in the financial siatements in respect of the defined benefit scheme
Year ended Year ended
31 December 31 December
2011 2010
£000 £000
In arriving at operating loss
Current service cost 500 3,517
500 3,517
Year ended Year ended
31 December 31 December
2011 2010
£000 £'000
Inctuded within finance costs
Interest cost 34,200 35,000
Expected return on assets (30,000} (29,600)
4,200 5,400
Year ended Year ended
31 December 31 December
2011 2010
£000 £000
Included within the Statement of Total Recognised Gains and Losses
Actuanal losses on scheme habilities (45,200) (8,600)
Actuanal gains on scheme assels 30,600 17,600
(14,600) 9,000
Deferred tax asset on scheme habilities 6,000 2,520
(8,600) 11,520
The remaining known history of expenence adjustments 15 as follows
31 December 3t December
2009 2008
£'000 £'000
Present value of defined benefit obhgauons (618,857) (520,300}
Fair value of scheme assets 508,762 462,700
Net deficnt (110,095) (57,600}
Experntence adjustments on scheme liabilities (85,500) (2,400)

Experience adjustments on scheme assets

25,400 (58,200)
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Related party transactions

The Company 1s a wholly owned subsidiary of Melrose PLC, the consolidated accounts of which are publicly available
Accordingly, the Company has taken advantage of the exemption m FRS 8 from disclosing transactions with members or
nvestees of the Melrose Group for which 100% of the cwnership rests withun the Melrose Group

Ultimate parent company

The Directors regard Melrose PLC, a company incorporated 1n Great Britain and registered in England and Wales, as the
Company's ulumate parent undertaking and controlling party for the year ended 31 December 2011 The immediate parent
company 1s Melrose PLC, which 1s registered 1n Great Britain

The smallest and largest group mnto which the results of the company are consolidated 1s that headed by Melrose PLC
Copies of the financial statements are available from the Company Secretary, Melrose PLC, Precision House, Arden Road,
Alcester, Warwickshire, B49 6HN



