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TMD Friction UK Limited

Directors’ report for the year ended 31 December 2009

The directors present their report and the audited financial statements for the year ended 31 December 2009

Principal activity
The principal activity of the company 1s the manufacture and distribution of brake pads, discs and shoes for
passenger cars, commercial vehicles and tramns

Ultimate parent company

On 8 December 2008, the principal German subsidiaries of the TMD Friction Group, including TMD Friction
UK Limited’s immediate parent undertaking, TMD Friction GmbH, filed for administration 1n the disirict court
of Cologne, Germany On 21 April 2009, Pamplona Capital Management completed the purchase of the assets
of the insolvent German subsidianies ot the TMD Friction Group from the Admuinistrator  The assets purchased
included non-German subsidiaries of the TMD Friction Group, including the shares of TMD Friction UK
Limited, which are now owned by TMD Friction Holdings (Lux) S ar |, a wholly owned subsidiary of TMD
Friction Group S A, both companes are incorporated in Luxembourg

As such the ultimate parent undertaking of TMD Friction UK Limited changed on 21 Apnl 2009 o TMD
Friction Group S A

Review of business

The Group achieved an operating profit of £6,302,000 (2008 £5,407,000) on sales of £76,121,000 (2008
£62.,447,000) This operating result 1s after charging depreciation ot tangible fixed assets and amortisation of
intangible fixed assets totalling £5,616,000 (2008 £5,648,000) for the year

The UK business experienced 22% sales growth in 2009 due to additional group demand from Germany and
market share gamns n the UK aftermarket, in both passenger car and commercial vehicle markets The ral
business remained largely unattected by wider economic conditions

The downturn on the CV relining market led to the closure of the Leeds site on 28" February 2009 The lease
on the Leeds site was sold on 28" May 2009 for £525,000. the profit on the disposal was £404,000

In June 2009, TMD Friction UK Limited repaid €80,000,00C of intercompany loans This was financed by
issuing 10 million £1 ordinary shares on 18" June 2009 with a share price of €8 per share All ot the shares
were acquired by TMD Friction Holdings (Lux) Sar | who own 100% of TMD Friction UK Ltd shares On
5" December 2009 a written resolution was passed by the shareholders to extinguish the £57,744,940 share
premium account generated by the share 1ssue, this was converted to distributable reserves  TMD Friction UK
Limited had Euro denominated loans totalling €10,306,000 at 31 December 2009

Foreign exchange gains of £14,540,000 were made in the first half of the year prior to the €80,000,000
repayment ot group loans These gains combined with the operating performance resulted 1n a retained profit
of £19,912,000 The closing balance sheet shows net assets of £61,821,000 (2008 net habihties £21,732.000)

Results and dividends
The directors do not recommend payment ot a dividend (2008 £ml) The profit tor the year of £19,912,000
(2008 loss £32,610,000) will be added to reserves

Research and development

During the year, the ‘gross’ investment made by the Group on research and development was £4 14,000 (2008
£221,000)

Land and buildings
There 15 no material ditference between the book value and market value of the land and buildings

(3]




TMD Friction UK Limited

Directors’ report for the year ended 31 December 2009
(continued)

Principal rnsks and uncertainties

The management of the business and the execution of the Group’s strategy are subject to a number of risks
The key business risks and uncertainties affecting the Group are considered to relate to global demand for
commercial and passenger vehicles, employee retention and the availabihity of raw maternals

Key performance indicators (KPI’s)
Given the straight forward nature of the business, the Group’s directors are of the opimion that analysis using
KPI’s 1s not necessary tor an understanding ot the development, performance or position of the business

Future outlook

2009 saw the company maintain and develop strong customer relationships which delivered increases in
external and intergroup sales Further customer gains at the start of 2010 and the full year effect of market
share gains in 2009 have driven expectation for further sales growth in 2010 As a result, €1 1m of addmional
investment was approved in January 2010 and this combined with a move to 6 day working at the Hartlepool
site 1s expected to increase capacity by 4 mullion pieces per annum

Directors

The directors of the company, who held office during the year, were as follows
M R Hartland

J Besting

S Firbank (appointed 7™ September 2009)

Employee involvement and training

The group will continue to pursue, with vigour, ts policy on the active involvement and participation of all
employees n the achievement of a safe, efficient and effective group To this end, the group will invest in the
necessary traiming and development, which will be mutually beneficial to meet the individual’s needs and
objectives of the group

The group believes that our human resources are our most valued asset and the key to our continued success
We will ensure that we communicate at all levels of the organisation

It 15 the policy of the group to ensure that, whenever possible, continued employment 1s offered to employees
who become temporarily or permanently disabled, for whom special tacilities are provided The recrmtment ot
permanently disabled persons 1s a matter of concern and dependent upon the environment of employment
where vacanctes occur

Statement of directors’ responsibilities
The directors are responsible for preparing the Directors’ Report and the financial statements n accordance
with applicable law and regulations

Company law requires the durectors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements 1 accordance with Umited Kingdom Generally
Accepted Accounting Practice (Umted Kingdom Accounting Standards and applicable law)  Under company
law the directors must not approve the financial statements unless they are satistied that they give a true and
fair view of the state of affairs ot the company and of the profit or loss of the company for that pertod In
preparing these financial statements, the directors are required to

= select suitable accounting polictes and then apply them consistently,

» make judgements and accounting estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements ,

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




TMD Friction UK Limited

Directors’ report for the year ended 31 December 2009
(continued)

Statement of Directors’ responsibilities (continued)

The directors are responsible for keeping adequate accounting records that are sutficient 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 regularities

The directors are responsible for the maintenance and integrity of the company’s website Legislation 1n the
United Kingdom governing the preparation and dissemunation of financial statements may ditfer from
legisiation in other jurisdictions

Auditors and disclosure of information to auditors

So tar as each director 1s aware, there 15 no relevant audit information of which the group’s auditors are
unaware Relevant information 1s defined as “information needed by the group’s auditors 1n connection with
preparing their report”

Each director has taken all the steps (such as making enquiries of other directors and the auditors and any other
steps required by the director’s duty to exercise due care, skill and diligence) that he ought to have taken 1n s
duty as a director in order to make himself aware of any relevant audit information and to estabhish that the
group’s auditors are aware of that information

Auditors
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue n office and a
resolution concerning their reappointment will be proposed at the Annual General Meeting

On behalf of the Board
S Firbank

Director

12" March 2010




TMD Friction UK Limited

Independent auditors’ report to the members of TMD Friction UK
Limited

We have audited the financial statements ot TMD Friction UK Lirmited for the year ended 31 December 2009
which comprise the Profit and loss account, the Statement of total recognised gains and losses, the Balance
sheet , the accounting policies and the related notes The financial reporting framework that has been applied
their preparation 1s applicable law and United Kingdom Accounting Standards (Umted Kingdom Generally
Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Directors” Responsibilities Statement set out on page 3 & 4 the directors are
responsible for the preparation of the tinancial statements and for being satistied that they give a true and fair
view Qur responsibility 1s to audit the financial statements 1in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices
Board’s Ethical Standards for Auditors

This report, including the opinion, has been prepared for and only for the company’s members as a body n
accordance with Chapter 3 of Part 16 of the Compames Act 2006 and for no other purpose  We do not, 1n
giving these opimons, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands 1t may come save where expressly agreed by our prior consent 1n
WIItNg

Scope of the audit of the financial statements

An audit involves obtatning evidence about the amounts and disclosures 1in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud or error This imcludes an assessment of whether the accounting policies are appropriate to the
company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness ot
significant accounting estimates made by the directors, and the overall presentation of the financial statements

Opmion on financial statements
In our opimon the financial statements

s mve atrue and fair view of the state of the company’s affairs as at 31 December 2009 and of 1its profit
for the year then ended,

¢ have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting
Practce, and

* have been prepared 1n accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opimien the information given 1n the Directors’ Report tor the financial year tor which the financial
statements are prepared 15 consistent with the financial statements




TMD Friction UK Limited

Independent auditors’ report to the members of TMD Friction UK
Limited (continued)

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to

report to you 1f, 1n our opinon

+ adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

+ the financial statements are not n agreement with the accounting records and returns, or
+  certain disclosures of directors’ remuneration specified by law are not made, or

+  we have not receirved all the information and explanations we require tor our audut

Richard Bunter (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Leeds

12 March 2010




TMD Friction UK Limited

Profit and loss account for the year ended 31 December 2009

Note 2009 2008
£'000 £'000
Group Turnover | 76,121 62,447
Cost of sales (45,943) (39.444)
Gross profit 30,178 23,003
Distribution costs (3,489) (2.934)
Administrative expenses (19,987) (14,662)
Operating profit 6,302 5407
Analysed as:
Operating profit before exceptional items 10,516 5,702
Exceptional items - foreign exchange loss 2 (3,843) 3,467
- restructuring 2 371) -
- intercompany balance write - offs 2 - (3,762)
Operating profit 6,302 5.407
Finance income/(expense} 6 9711 (37.174)
Analysed as
[nterest payable and similar charges 6 (4,.829) (7.283)
Exceptional foreign exchange gain / ( loss) 6/2 14,540 (29.891)
Other financial (expense)/income 20 (400) 200
Profit/(loss) on ordinary activities before taxation 2 15,613 (31 567)
Tax on profit/loss} on erdinary activities 7 4,299 (1043)
Profit / (loss) for the financial year 18 19912 (32.610)

All itemns dealt with i arriving at operating profit above relate to continuing operations

There 15 no difterence between the loss on ordinary activities before taxation and the loss for the year stated
above and their historical cost equivalents




TMD Friction UK Limited

Statement of total recognised gains and losses for the year ended 31

December 2009
2009 2008
Note £'000 £000
Profit / (Loss) tor the financial year 19,912 (32,610)
Actuanal (loss)/gain on pension scheme 20 (5,700) (5,000)
Movement on deferred tax relating to pension hability 16 1,596 1,400
Total recognised gains / (losses) relating to the year 19 15,808 (36,210)




TMD Friction UK Limited

Balance sheet as at 31 December 2009

2009 2008
Note £'000 £'000
Fixed assets
Intangible assets 8 53,030 57,169
Tangible assets 9 6,894 7,294
Investments 10
59,924 64,463
Current assets
Stock 11 5,232 5,186
Debtors 12 21,088 63,284
Cash at bank 2,337 1,298
28,657 69,768
Creditors - amounts falling due within one year 13 (12,339) (31,113)
Net current assets 16,318 38,655
Total assets less current liabilities 76,242 103,118
Creditors — amounts falling due after more than one year 14 (9,274) (123,295)
Provisions for habilities and charges 15 (107) (138)
Net assets/ (liabilities) excluding pension liability 66,861 (20,315)
Pension hiability 20 (5,040) (1,417
Net assets/ (liabilities) 61,821 (21,732)
Capital and reserves
Called up equity share capital 17 60,000 50,000
Profit and loss account 18 1,821 (71,732)
Total shareholders’ funds/ (deficit) 19 61,821 (21,732)

The financial statements on pages 7 to 31 were approved by the board of directors on 12" March 2010 and were

signed on 1ts behalt by

S Firbank
Director
Registered Number 4330235




TMD Friction UK Limited

Accounting policies

The financial statements have been prepared n accordance with applicable accounting standards 1n the Umted
Kingdom and the Companies Act 2006 A summary of the more important accounting policies 1s set out below

Basis of accounting
The financial statements are prepared on the going concern basis

Cash flow statement and related party disclosures

The company 15 a wholly-owned subsidiary of TMD Friction Holdings (Lux) sarl and 15 included m the
conschdated financial statements of TMD Friction Group 8 A, which are publicly available Consequently, the
company has taken advantage ot the exemption trom preparing a cash flow statement under the terms of FRS |
The company s also exempt under the terms of FRS 8 from disclosing related party transactions with entities
that are part of the TMD Fricion Group SA group

Fixed assets
The cost of tangible fixed assets 18 their purchase cost, together with any incidental expenses of acquisition

Provision for depreciation and diminution in value mncluding obsolescence and impairment has been made
agawnst fixed assets on the bases and at rates calculated to reduce the net book amount of each asset to 1ts
estimated residual value, on a straight line basis over its estimated economic life  The estimated economic Lives
used for this purpose are

Freehold buildmgs 40 years
Plant and machinery 15 — I8 years
Tooling 3 years
Computer software 5 years
Motor vehicles 4 years

No depreciation 1s provided on freehold land Tangible fixed assets are not revalued The carrying values of
tangible fixed assets are reviewed tor impairment when events or changes 1 circumstances indicate that the
carrying value may not be recoverable Any imparrment 1n the value of fixed assets 18 dealt with in the profit
and loss account 1n the pertod n which it arises

Goodwill
Positive goodwill (representing the excess of the fair value ot the consideration given over the fair value of the

separable net assets acquired) arising n respect of acquisitions 1s capitalised, classified as an asset on the
balance sheet and amortised on a straight line basis over 1ts econormic lite up to a maximum of 20 years It 1s
reviewed for impairment at the end of the first tull tinancial year following the acquisition and in other periods
if events or changes 1n circumstances indicate that the carrying value may not be recoverable

Where the fair value of the separable net assets exceeds the fair value of the consideration for an acquired
undertaking the difference 1s treated as negative goodwill and 1s capitalised and amortised through the profit
and loss account 1n the pertod in which the non-monetary assets are recovered In the case of fixed assets this 15
the peried over which they are depreciated, and in the case of current assets, the period over which they are
otherwise realised

Other intangible assets
Other intangible assets comprise hcence tees paid to third parties to register aftermarket product references tor

or 1ts cash-generating umt exceeds 1ts recoverable ameunt Impairment losses are recogmsed m the profit and
loss account in the pertod

Costs relating to the Regulation 90 approval of product 1s capitalised and amortised over a period of 5 years




TMD Friction UK Limited

Accounting policies

Other intangible assets (continued)
The recoverable amount of any of the group’s assets 1s determined as the greater of the pre-tax net realisable

value and the value n use In assessing the value 1n use, the estimated tuture cash flows generated by the asset
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money for the group For any assets that do not generate largely independent cash inflows, the
recoverable amount 1s determined for the cash-generating unit to which the asset belongs

Stocks
Stocks are stated at the lower of cost and net realisable value Cost includes all costs incurred in bringing each

product to its present location and condition, as follows

Raw materials, consumables and goods for resale - purchase cost on a first-1n, first-out bass,

Work 1n progress and fimished goods - cost of direct materials and labour, plus attributable
overheads based a normal level of activity

Net realisable value 15 based on estimated selling price less any further costs expected to be incurred to

completion and disposal

The group recogmises capital inventories where tangible fixed assets are purchased and held as spares before
being used to replace damaged or worn out assets These engineering spares are included within raw materials
and consumables stocks

Turnover
Turnover represents the invoiced value of goods delivered and services supplied to customers, excluding value

added tax and trade discounts

Foreign currencies
Assets and labilities expressed n foreign currencies are translated nto sterhing at rates of exchange ruling at

the balance sheet date or at the agreed contractual rate Transactions in foreign currency are translated at the
rate ruling at the date of the transaction All differences on exchange are taken to the profit and loss account

Leases
Costs and rental income 1n respect of operating leases are charged to the profit and loss account on a straight

hine basis over the lease term  Provision 1s made when necessary for onerous lease contracts Provision 1s made
for the cost of the lease together with associated costs less any anticipated sub-lease income The provision 1s
not discounted

Pensions
The company operates a defined benefit pension scheme for the benefit of a number of its employees, the assets

of which are held separately trom those of the group in independently admimistered funds

Annuai valuations are prepared by independent professionally qualified actuanies The last tull actuarial
valuation was pertormed as at 31 May 2009 These valuations determuine the level of contributions required to
fund the benefits set out in the rules ot the scheme and allow for the periodic increase in pensions in payment
Following the full adoption of FRS 17, the regular service cost of providing retirement benetits to employees
during the year, together with the cost of any benefits relating to past service 1s charged to operating profit n
the year

A credit representing the expected return on the assets of the scheme during the year 15 included within other
tinance expense This 15 based on the market value of the assets ot the scheme at the start of the financial year
A charge within other finance expense representing the expected tncrease 1n the habilities of the scheme during
the year 1s included within net mnterest This anses from the habihties of the scheme being one year closer to
payment




TMD Friction UK Limited

Accounting policies (continued)

Pensions (continued)

The ditference between the market value of assets and the present value of accrued pension habilities 15 shown
as an asset or llability in the balance sheet net of deferred tax Ihifterences between actual and expected returns
on assets during the year are recogmised n the statement of total recognised gans and losses in the year,

together with ditferences ansing from changes 1n actuanal assumptions

The company also operated a defined contribution scheme The pension charge represented contributions
payable by the group to the scheme

Post-retirement benefits
The company provides no other post-retirement benefits to 1ts employees

Deferred taxation
The charge tor taxation 15 based on the results for the year In accordance with FRS 19, deferred taxation has

been recogmised as a hability or asset if transactions have occurred at the balance sheet date that give rise to an
obligation to pay more taxation i future, or a night to pay less taxation 1n future Deferred tax assets are
recogmsed only to the extent that they are regarded as recoverable such that 1t can be regarded as more likely
than not that there will be suitable taxable profits trom which the future reversal of the underlying timing
differences can be deducted Deferred tax assets and liabilities recogmsed have not been discounted




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December
2009

1 Segmental reporting
Turnover 2009 2008
£'000 £000
Geographical analysis by destination:
UK 25,608 21,065
Europe 48,817 39,871
North America 793 195
Rest of World 903 1,316
76,121 62.447

The group operates 1 a single business segment, namely the manutacture and sale of brake pads and hners for
the vehicle and brake industry Al turnover originates in the United Kingdom




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December
2009 (continued)

2 Profit/ (loss) on ordinary activities before taxation
2009 2008
£'000 £000
Profit/ (loss) on ordmary activities before taxation 1s stated after chargmg /
(crediting)
Depreciation charges
- owned tangible fixed assets 1,052 1,065
- leased tangible fixed assets 11 12
Amortisation charges
- goodwill 4368 4,366
- other intangible assets 185 205
Operating lease charges
- plant and machinery 313 74
- other 252 211
Auditors remuneration - audit services 40 51
- non audit services 15 -
Restructuring 7 -
Exchange (gains) / losses (10,697) 26,424
Intercompany balance write - offs - 3,762
(Profit} / Loss on disposal of fixed assets (404) 109

Exceptional items

Foreign exchange
The company has intercompany loans denominated in Euros The movement 1n the exchange rate trom
€1 03 £1 at 31 December 2008 to €1 11 £1 at 31 December 2009

Intercompany balance write — otfs

During 2008, 2 group companies went into administration causing the intercompany receivables to be impaired
These have been written off as a one off cost 1n the year 2008

Restructuring

During the year the company incurred costs of £295,000 in relation to redundancies which included the closure
of the Leeds site and £76.000 due to other closure costs of the Leeds site




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)
3 Directors’ emoluments

2009 2008

£000 £000
Emoluments {(including benefits in kind) 170 251
Retirement benefits are accruing to 2 (2008 2) directors under a defined benefit scheme
4 Employee costs

2009 2008

£'000 £000
Wages and salaries 12,584 10.069
Social security costs 972 841
Other pension costs 587 806
Staff costs 14,143 11,716

5 Employee information

The average monthly number ot persons (1including executive directors) employed by the group during the year

was
By activity 2009 2008
Number Number
Manufacturing 262 27
Admimistration 85 144
347 42]




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

6 Finance (income) / expense

2009 2008
£'000 £000
Bank loans and overdratts 3) 7
Interest payable on inter-company loans 4,833 7,276
Foreign exchange (gains)/ losses on loans (14,541) 29,891
Total finance (income) / expense 9,711) 37.174
7  Tax on profit/ (loss) on ordinary activities
2009 2008
£'000 £'000
Current tax charge tor the year - -
Adjustments 1n respect of pror periods 6 276
Total current tax 6 276
Deferred tax
Ongmaton and reversal of timing differences 4,480 (78)
Adjustments i respect of pensions (187) (1.241)
Net deferred tax credit / (charge) for the year 4,293 (1,319)
Taxation on ordinary activities 4,299 (1,043)




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

7  Tax on profit/ (loss) on ordinary activities (continued)

The tax assessed for the year 1s lower (2008 higher) from the standard rate of corporation tax in the UK 28%
(2008 28 5%) The differences are explained below

2009 2008
£'000 £000
Profit / (loss) on ordinary activities before taxation 15,613 (31,567)
Current tax credit on ordinary activities applying the standard rate in the UK
of 28% (2008 28 5%) 4,372 (8.997)
Etfects ot
Expenses not deductible for tax purposes 1,935 1,293
Capital allowances 1n excess of depreciation (195) (268)
Tax losses carried torward - 7.972
Utilisation ot tax loses (6,112) -
Adjustments 1n respect of prior periods 6 276
Current tax charge for the year 6 276

The change in UK Corporation Tax rates which became etfective on | April 2008, reducing the standard rate of
Corporation tax from 30% to 28%, which has led to a blended rate of 28 5% rate for that year




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

8 Intangible assets

Goodwill Other Total
£000 £'000 £000
Cost
At | January 2009 86,976 1,635 88,611
Additions during the year - 414 414
At 31 December 2009 86,976 2,049 89,025
Aggregate amortisation
At | January 2009 30,220 1,222 31,442
Amortisation during the year 4,368 185 4,553
At 31 December 2009 34,588 1,407 35,995
Net book amount at 31 December 2009 52,388 642 53,030
Net book amount at 31 December 2008 56,756 413 57.169

Positive goodwill of £86,976,000 arose on the transfer of trade and assets of the UK branch of TMD Friction
Services GmbH (formerly TMD Friction Europe GmbH) to the company and 1s being amortised over a period
of 20 years, being the period over which the directors have estimated that the value of the underlying business

acquired will exceed the value of the underlying assets

Other intangible assets represent the capitahisation of costs incurred 1n conforming to and obtaining regulation
90 lcences Regulation 90 hicences are required to sell brake pads in the European aftermarket These costs are
amortised over a period of 5 years, which represents the most profitable period of a brake pads life cycle in the

aftermarket




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

9  Tangible assets

Long
leasehold
Freehold land land and  Plant and
and buildings buildings machinery Total
£000 £'000 £000 £'000
Cost
At | January 2009 1,976 424 11,542 13,942
Additions - - 757 157
Disposals (166) - (147) (313)
At 31 December 2009 1,810 424 12,152 14,386
Accumulated depreciation
At | January 2009 226 84 6,338 6,048
Charge for the year 59 I 993 1,063
Disposals 9%) - (124) 219)
At 31 December 2009 190 95 7,207 7,492
Net book value at 31 December 2009 1,620 329 4,945 6,894
Net book value at 31 December 2008 1,750 340 5,204 7,294




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

10 Investments

Interests in

group
undertakings
£
Cost
At 1 January 2009 1
Additions -
At 31 December 2009 1

The company owns the whole of the 1ssued share capital of the following company, which 1s registered
England and Wales

Name of undertaking Principal activity Description of

Shares held
Ribbonpark Limited Dormant Ordinary £1 shares
11 Stocks

2009 2008

£'000 £'000
Raw materials 2,403 1,775
Work n progress 144 103
Finished goods 2,685 3,308

5,232 5.186




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

12 Debtors
2009 2008
£'000 £000
Trade debtors 7,045 6,579
Amounts owed by group undertakings 6,497 53,712
Deferred tax asset (note 16) 7,201 2,721
Prepayments and accrued income 345 272
21,088 63.284

Amounts owed by group undertakings are unsecured, nterest free, have no fixed date of repayment and are

repayable on demand

13 Creditors — amounts falling due within one year

2009 2008

£'000 £000
Trade creditors 5322 7,117
Amounts owed to group undertakings 2,458 21,121
Taxation and social security 834 472
Other creditors 3,009 1,513
Accruals and deferred income 719 890

12,339 31,113

Amounts due to group undertakings are unsecured, interest {ree and repayable on demand

The company have received confirmation that the Group will not request payment of the loan tor at feast 12

months from signing these financial statements

21




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009

(continued)

14 Creditors — amounts falling due after more than one year

2009 2008
£'000 £000
Not wholly repayable within five years
Group loan notes 9,274 123,295
9,274 123,295
Less included in Creduors — amounts falling due - -
within one vear
9,274 123,295

The loan notes are unsecured and interest 1s charged at the rate of 9% per annum




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

15 Provisions for liabilities and charges

Provisions for
onerous lease

£°000
At 1 January 2009 138
Creduted to the profit and loss account (31)
At 31 December 2009 107

The provision for onerous lease comprises an outstanding lease rental on a sublet property Full provision has
been made for the residual lease commitments for the remaiming period of the lease, which at 31 December

2009 15 3 years Full provision has been made based on management’s best estimate of the overall future cash
flows
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Notes to the financial statements for the year ended 31 December 2009
(continued)

16 Deferred taxation
The provided and unprovided amounts of deferred taxation tor uiming differences are as follows

2009 2008
Provided Unprovided Provided Unprovided

£000 £000 £000 £000
Trading losses 6,733 - 2,496 11,927
Accelerated capital allowances 468 - 225 -
Deferred tax asset 7,201 - 2,721 11,927

A deferred tax asset has been recognised aganst the pension hability
The company have assessed the tuture budgets and forecasts and have concluded that it 1s now more likely that
not that the losses wall be recovered

The movement in the total deferred tax provided, including the deferred tax asset in respect of pensions, may be
summarised as follows

2009 2008
Pensions  Other Total Pensions Other Total
£000 £000 £°000 £000 £000 £000

At 1 January 351 2,721 3,272 392 2,799 3,191
{Charged) / credited to the profit and (187) 4,480 4,293 (1,241) (78) (L3119
loss account
Credited/(charged) to the statement of 1,596 - 1,596 1.400 - 1,400
total recognised gains and losses
Total deferred tax asset 1,960 7,201 9,161 551 2,721 3212




TMD Friction UK Limited

Notes to the financial statements for the year ended 31 December 2009
(continued)

17 Called up equity share capital

2009 2008
£'000 £000
Authorised
100,000,000 (2008 50,000,000) ordinary shares of £1 each 100,000 50,000
Allotted and fully paid
60,000,000 (2008 50,000,000) ordinary shares of £1 each 60,000 50,000

In June 2009, TMD Friction UK Limited repaid €80,000,000 of intercompany loans This was financed by
issuing 10 mullion £1 ordinary shares on 18" June 2009 with a share price of €8 per share All of the shares
were acquired by TMD Friction Holdings (Lux) S ar | who own 100% of TMD Friction UK Ltd shares On 5"
December 2009 a written resolution was passed by the shareholders to extinguish the £57,744,940 share
premium account generated by the share 1ssue, this was converted to distributable reserves
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Notes to the financial statements for the year ended 31 December 2009
(continued)

18 Reserves

Share Profit and

Premium loss account

£000 £'000

At 1 January 2009 - (71,732)
Profit for the financial year - 19.912
Share Premium arising on 1ssue of shares 57,745 -
Share Premium conversion to distributable reserves (57,745) 57,745
Actuanal loss on pension scheme - (5,700)
Movement on deferred tax relating to pension habihity - 1,596
At 31 December 2009 - 1,821

In June 20609, TMD Friction UK Limted repaid €80,000,000 of intercompany loans This was financed by
issuing 10 million £1 ordinary shares on 18" June 2009 with a share price of €8 pershare  All of the shares
were acquired by TMD Friction Holdings (Lux) S ar 1 who own 100% of TMD Friction UK Ltd shares On s
December 2009 a written resolution was passed by the shareholders to extinguish the £57.744,940 share
premium account generated by the share 1ssue, this was converted to distributable reserves

19 Reconciliation of movements in equity shareholders’ funds/ (deficit)

2009 2008

£'000 £000

Total shareholders” (deficit) / funds as at 1 January (21,732) 14,478
Total recogmised gawn / (1oss) for the year 15,808 (36,210)
Issue ot share capital 67,745 -
Total sharcholders’ funds/ (deficit) as at 31 December 61,821 (21,732)
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Notes to the financial statements for the year ended 31 December 2009
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20 Pension commitments

TMD Friction UK Limuted sponsors the TMD Friction UK Pension Scheme which provides both defined
benefit and defined contribution benefits The defined benefit section of the scheme provided final salary
benefits prior to 1 February 2004, and also has provided benefits based on career average related earmngs
(CARE) since that date

The latest actuarial valuation of the defined benefits scheme was performed as at 31 May 2009 using a market
led approach The principal assumptions adopted 1n the valuation were that, over the long term, pensions would
increase by between 2 2% and 3 1% per annum At the date of the latest actuanal valuation at 31 May 2009, the
market value of the assets of the scheme was £36,700,000 and the actuarial value of the assets was sutficient to
cover 63% ot the benefits that had accrued to members, after allowing for expected tuture increases i earnings

The company contributes £1,600,000 (2008 £4,308,333) to the pension scheme to cover current service costs
and as part of the deficit reduction plan agreed with the Trustees

The major assumptions used by the actuary in measuring the present value of the TMD Friction UK Pension
Plan’s habilities were

2009 2008 2007 2006 2005
Rate of increase 1n salaries N/A N/A N/A N/A N/A
Rate of pre 6 April 1997 pensions 3.35 285 310 290 2 ZS_
Rate of post 6 April 1997 pension 3.35 285 310 290 275
Rate of post 6 April 2003 pension 3.35 285 310 290 275
Rate of post 6 April 2008 pension 2.30 210 220 200 190
Discount rate 5.70 630 585 500 470
Inflation assumption 3.50 290 320 290 275
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Notes to the financial statements for the year ended 31 December 2009
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20 Pension commitments (continued)

The total assets and liabihities n the schemes and the expected rates of return are

2009 2008 2009 2008
% % £2000 £000
Equities N/A N/A - -
Bonds 7.00 620 33,140 20,100
Drversified growth 5.70 620 13,840 11,500
fund
Other 0.50 200 220 10,600
Total market value
of scheme assets 47,200 42,200
Present value of
scheme habilities (54,200) (44.168)
Deficit in the
scheme (7,000) (1.968)
Related deferred
tax asset 1,960 551
Net pension
Hability (5,040) 417
Analysis of the amounts charged to the prefit and loss account 2009 2008
£'000 £000
Charged to operating profit:
Current service cost 300 300
Curtailment gains - -
Net charged to operating profit 300 300
Charged to other financial expense :
Expected return on pension scheme assets (2,300) (2,800}
Interest on pension scheme habilinies 2,700 2,600
Finance costs / (income) 400 200)

The company also operated a defined contribution scheme during the period The total amount charged to the
profit and loss account 1n respect ot this scheme was £321,000 (2008 £326.000)
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20 Pension commitments (continued)

Statement of total recognised gains and losses 2009 2008
£'000 £000
Actual return less expected return on pension scheme assets 3,500 (7,100}
Change n assumptions underlying the present value of the scheme habihinies (9,200) 2,100
Actuarial loss recognised in statement of total recognised gains and losses (5,700) (5.,000)
Movement in deficit during the year 2009 2008
£'000 £000
Deficit in scheme at beginming of the year (1,968) (1,400)
Movement 1n year
Current service cost (300) (300)
Contributions paid 1,368 4,532
Other finance (costs) / income (400) 200
Actuarial loss (5,700) (5,000
Deficit in scheme at end of the year (7,000) (1,968)
Experience gains and losses for the year to 31 2009 2008 2007 2006 2005
December
Difference between expected and actual return
Amount (£'000) 3,500 (7,100) 300 1,300 3,431
Percentage of scheme assets 7 4% 16 8% 06% 3 2% 93%
Experience gains on scheme liabihties:
Amount (£°000) - - - 3,200 (5,800)
Perceniage of the present value of the scheme - - 61% (10 5)%
lrabilities
Total included in statement of total recognised
Amount {£°000) {5,700y  (5.000) 6,500 5,700 (2,369)
Percentage of the present value ot the scheme 105% 11 3% 14 2% 108% 4 3)%

liabilities
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20 Pension commitments (continued)
The mortality tables used as at 31 December 2009 were the PNAOO year of birth standard tables rated at 125%

for male members and 115% tor temale members with an allowance tor the long cohort effect subject to a
mimimum improvement of of 1% pa The hife expectancy 1implied by these tables for typical members are

2009 2008
Longewvity at age 60 for current penstoners
—Men 266 265
- Women 301 299
Longevity at age 60 for future pensioners
~Men 283 28 2
- Women 316 315

Sensitivity analysis of scheme liabilities
The sensitivity of the present value of scheme lhabilities to changes 1n the principle assumptions used 1s set out

below
Change in  Impact on
assumption scheme
liabiities
Discount rate 01% £1 2m
Rate ot inflation 01% £0 9m

21 Financial commitments

At 31 December 20059 the group had annual commitments under non-cancellable operating leases expiring as
follows

2009 2008

Land and Other  Land and Other
buildings buildings

£000 £'000 £000 £000
Within one year - - 159 5
Between two and five years 232 322 49 284
After five years 20 - 20 -
252 322 228 289

10
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22  Ultimate parent undertaking

On 8§ December 2009, the principal German subsidiaries of the TMD Friction Group, including TMD Friction
UK Limited’s immediate parent undertaking, TMD Friction GmbH, filed tor administration i the district court
ot Cologne, Germany On 21 Aprid 2009, Pamplona Capital Management completed the purchase of the assets
ot the msolvent German subsidiaries of the TMD Friction Group from the Admimistrator  The assets purchased
included non-German subsidiaries ot the TMD Friction Group, mcluding the shares ot TMD Friction UK
Limited, which are now owned by TMD Friction Holdings S ar |, a wholly owned subsidiary of TMD Friction
Group S A , both companies are incorporated in Luxembourg

As such the ulumate parent undertaking of TMD Friction UK Limuted changed on 21 April 2009 to TMD
Friction Group S A TMD Friction Group $ A 1s the holding company ot the Group Since 21 April 2009 the
Group has been controlled by Pamplona Capital Partners II, LP, a hmuted partnership incorporated and
registered 1n the Cayman Islands The directors consider Pamplona Capital Partners I1, L P to be the controlling
party by virtue of 1ts 90% ownership of the share capital of TMD Friction Group S A

TMD Friction Group § A 15 the largest and smallest group that consolidate these financial statements The
TMD Friction Group S A accounts are available from The secretary, 68-70 Boulevard de la Petrusse,
Luxembourg

23 Related Party Transactions

Details of transactions with entities that are part of the TMD Group have not been disclosed as permitted by
FRS 8
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