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Executive Chairman’s Statement

| would like to thank all my colleagues for their contnbutions throughout the year | am pleased to report the
year has been a success, meeting our ambitious goals, both financially and also in terms of strategic
developments | belheve we will look back on 2013 as a year in which we laid the foundations of a very
competitive and successful business

Entering the third year of the strategy to deliver double digit sales and earnings growth through a focus on
Emerging Markets and Advanced Solutions, our strategy remains firmly on track Mot only have we met our
initial goals but the progress we are making in the Group means the opportunity to maintain these levels of
growth is now available to us for the foreseeahle future

In the past 12 months, we have extended the Group’s operations into Spain, Mexico, Argentina, Sweden,
India and the USA  Regenersis now has a footprint of 21 depot sites, runs 105 “retail umits” in 13 countries
and employs over 3,750 people  Our clients have been important in helping us extend our services and
geographies and | would particularly hke to thank them for their part in making this year a success

In the year under review, revenue increased by 28% to £179 7 million and headline operating profit improved
by 22% to £9 5 milllon Cash flow management improved with headline operating cash flow of £11 0 milhon
(2012 £5 9 milhion) Net debt at the year-end was just £1 9 million {2012 £2 9 million), compared with £7 7
million at the end of the six months to 31 December 2012

In June 2013 we reinstated the payment of interim dividends after 5 years, with the payment of 0 67 pence
per ordinary share | am pleased to announce that, in ine with our stated dividend policy, the Board 1s
recommending a final dvidend of 1 83 pence per ordinary share to be paid on 4 December 2013 to
shareholders on the register on 8 November 2013 This gives a full year dividend of 2 5 pence per ordinary
share, which represents a 127% increase on the prior year and 1s a sign of the Board’s confidence (2012 11
pence}

On 28 March 2013, the Group raised £6 9 million (before expenses) through a placing of 3,300,000 new
ordinary shares at a price of 209 pence per share The proceeds of the placing were imitially used to
supplement organic growth by investing in the working capital requirements of the Group and also to fund
acquisitions We were pleased with the high level of support shown for the placing

Since the year end, the Group has acquired Digicamp Complete Solutions Ltd (“Digicomp”) This represents
another significant and exciting step for Regenersis as 1t brings us into the hugh growth Indian market for the
first ume This emerging market exhibits the classic charactenstics for us of rapid growth and few mature
competitors We are delighted with the quality and chent relationships of the Digicomp business and beleve
that this will be a significant territory for the Group over the next few years

We have also formed new partnerships wath Xcaliber Technologies LLC (“Xcaliber”) and EcoAsia Technologies
Ltd (“EcoAsia”) in the rapidly developing and strategically important areas of mobile device diagnostics and
parts refurbishment, which are becoming areas of real strength for us Our organic new ventures in
Recommerce and Digital Care have also moved successfully through the cost iInvestment phase this year

The year just ended has, above all, in terms at least of my own time spent, been about hiring and integrating
new people We are on a path to buillding the stand-out team in the sector Much of this investment in
people was focused on product development and sales It was, therefore, extremely pleasing to see a big
ramp in new contracts won In the second half of the year and for this to have continued since the year end
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Senior Appointments

The management team has been further strengthened with a number of senior appointments, reflecting our

continued focus on operational excellence and future growth

+ Bryce Boothby, appointed Group Sales & Marketing Director Bryce joined Regenersis from Celestica Inc,
where he spent many years as the President of its aftermarket services division

¢ Pntpal Matharu, a senior industry MD, appointed to manage and direct the Renew business He joins the
Executive Committee and Advanced Solutions board on 1 November 2013 Pnitpal i1s joining from
Carphone Warehouse Plc, where he has spent the last four years buillding the B2B Services division,
including leading the Business Development, Operations and Account Management functions

¢ Simon Harper has just been appointed as COO of our Depot business and joined the Group, the Executive
Committee and Depot Solutions board on 23 September 2013 Simon joins Regenersis from HTC, where
he led a signiftcant transformation programme of customer services as the VP Global Customer Service
Prior to this, he was a partner at Booz & Company where he specialised in operational transformation for
consumer-led companies

Recent growth in sales and acquisitive growth have allowed the Group to make these appointments and, from

October 2013, we wili smplify the Group’s management structure into two divisional Boards

s The Advanced Solutions division - which will focus on new products and powerful propositions that need
to be developed, sold, implemented and globalised,

¢« The Depot Solutions business - which provides the Group’s geographic infrastructure and core repair
service and whose focus Is on continuous iImprovement, common operating practices, IT platforms and
efficiency

In June 2013, Rob Woodward joined the main Board as a Non-executive Director, replacing Kevin Bradshaw
who stepped down in Apri! Rob 1s also Chief Executive of STV Group Plc and has significant experience In the
Technology, Media and Telecommunications {TMT) industry, natably with STV, as the Commercial Director of
Channel 4 Television, as @ Managing Director with UBS Corporate Finance and the lead partner for Deloitte’s
TMT industry group in Europe Tom Russell also moved from the position of Non-executive Director to a full
time Executive Director role with responsibility for Strategy Developrment and Deployment

Acquisitions and Corporate Developments

Our chients want to reduce complexity whilst improving effiaency and consistency They can achieve this by
dealing with a smaller number of more global suppliers, which are focused on a complete range of
aftermarket services At the same time, they are seeking innovative services which will improve chent
satisfaction and retention, reduce the cost of device faillure, improve diagnostics, extend the life of devices
and reduce wastage of expensive components Fragmentation In thewr service suppliers 1s expensive to
manage, produces inconsistent results and 1s inefficent A market leader in the sector with a truly global
platform, homogenous service and IT proposition and new services to bundle around core repair, 15 very
attractive to our clients This 1s what 15 being built at Regenersis Acquisitions, which fill in geographies,
products or services, are an important part in the delivery of this growth Post acquisition 1t has been
particularly pleasing to see how quickly we have added new clients and services to acquired platforms and
integrated them into the Group

In addition, where 1t proves to be the best way to accelerate the Group’s portfolio of services, we are being
flexible In how we “acquire” and deliver new technologies and services, for example using joint ventures or
investing in unique technologies




Regenersis Plc Annual Report 30 June 2013

Executive Chairman’s Statement continued

For our partners in these ventures, Regenersis is able to provide access to its global client base and encourage
thewr growth with a view to proving their business model or technology and integrating them nto our
enlarged Group in future years This approach uses our global platform as a distribution network for 1dea
delivery and client access and accelerates our ability to offer a broad base of solutions in a rapidly changing
market place

with this backdrop and a much strengthened senior management team, we have had a busy period for
acqussitions and carporate development

» Acquired the HDM Group of Companies ("HDM"”) on 31 August 2012, for an initial consideration of €6 5
million {(£5 2 millon) - giving Regenersis significant presence and market leading facilities in Spain, Mexico
and Argentina

e Acquired Landela Electronics {Proprietary) Ltd (“Landela”) on 25 Apnl 2013 for 21 2m ZAR (£1 5 million) -
largest set top box repair business in South Africa, bringing a significant new customer to the Group

s Acquired the trade and specific assets of Bitronic European Service Centre GmbH and Bitronic Sommerda
Hardware Service GmbH (“8itronic”) on 14 May 2013

* Formed a new partnership with EcoAsia to fulfil refurbishment opportunities across Regenersis’ chient
base in mainland Europe and manage global refurbishment programmes for OEMs

*  Acquired Digicomp on 10 September 2013 for INR 451 milion {£4 4 million) - giving Regenersis significant
presence in Indian aftermarket services business

e Invested USD 1 2 million (£0 75 mition} in Xcaliber on 17 September 2013, a developer of telecoms
solutions primarily focussed on remote diagnostics software for smartphones, adding to our existing
diagnostics offer both in the US and globally

Outlook

| beheve that the aftermarket services sector offers outstanding opportunities to innovative businesses The
key to the Group’s success In this rapidly evolving and consolidating sector is that the best in class should
want to work with Regenersis - he they chents, partners or acquisition targets To my mind, this 1s
demonstrably beginning to happen at Regenersis, which makes me optimistic about the prospects for the
Group in the next financial year and beyond

We will use this opportunity to reinvest in the strength of the management team This reinvestment will give
the Group the management to develop further 1ts world class sales force, acquire and integrate multiple bolt-
on transactions and extend our common operating practices and systems across what 1s now a growing and
global platform

e Current trading 1s in line with market expectations

» New business wins have progressed very well and are significantly ahead of the run rate at this stage for
last year

e Opportunities for global growth, both organically and by acquisition, remain strong

s Continuing strong growth expected from Emerging Markets and Advanced Solutions
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e InJune 2011 we set out a strategy to target double digit rates of growth in revenue and profits for the
following 2-3 years We have achieved that Having invested well, we now believe the opportunity exists
to continue to grow annually at double digit rates of growth for the foreseeable future

¢ Investment in capital expenditure and head office cost growth will continue throughout the business, in
order to deliver efficiencies and further growth in 2015 and beyond

Matthew Peacock
Executive Chairman
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Business and Financial Review

Results

30 June 2013

The financial performance of the business has once again showed significant forward momentum with
revenue of £179 7 mullion (2012 £139 9 million, growth 28%), headline operating profit of £9 5 million (2012
£7 8 million, growth 22%), operating profit of £7 1 million (2012 £2 1 milhon, growth 238%), a headline
operating profit margin of 5 3% (2012: 5 5%), and significant improvement in both headline operating cash
flow of £11 0 million {2012 £5 9 milhon) and operating cash flow of £9 9 million (2012 £4 9 mithen), leading

to a reduction in net debt at June 2013 to £1 9 million (2012 £2 9 million)

Key financials 2013 2012

£'m £'m
Revenue 179.7 1399
Headline operating profit 9.5 78
Operating profit 7.1 21
Headline operating margin % 5.3% 55%
Operating margin % 4.0% 15%

The most significant factors were

e 28% earnings growth in Emerging Markets,

e 24% earnings growth in Advanced Solutions, despite funding planned start-up costs of £0 6 million In

Digital Care,

*  In constant currency terms, operating profit and headline operating profit for the year would have been

£0 4 mithon higher if they had been restated at 2012 effective exchange rates

Reporting segments

Revenue Headline operating profit

2013 2012 2013 2012

£'m £'m £'m £'m
Emerging Markets 55.4 413 5.9 46
Western Europe 96.1 797 22 21
Depot Solutions 151.5 121.1 81 6.7
Advanced Solutions 28.2 18.8 3.6 2.9
Total divisional 179.7 139.9 11.7 9.6
Corporate costs - - {2.2) (18)
Group 179.7 139.9 9.5 7.8
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Depot Solutions

The Depot Solutions business has shown a 25% growth in revenue to £151 5 milhon and a 21% growth in
headline operating profit to £8 1 millon It conststs of the Emerging Markets division and the Western
Europe division

Emerging Markets
The Emerging Markets division includes Poland, Romania, Russia, South Africa, Turkey and from September
2012, Mexico and Argentina From September 2013, this segment will also include India

Overall, revenue increased to £55 4 million Headline operating profit also increased by 28% to £5 9 million
Finanaal and operational highlights included

*  Turkey and South Africa have shown very good progress and Mexico and Argentina performed in line
with expectations

+  Poland and Romamnia remain focused on providing a quick in-country solution, as well as a low cost
solution for near-shoring work from Western European markets During the year we won significant
new business with a major OEM covering several European countries, and also transferred repair volume
from the UK to Poland, which delivers clients a more cost effective service

s  South Africa moved to a good profit position after the initial start up investment in financaial year 2012
We implemented new work with a range of clients in the Media & Entertainment sector and enhanced
this progress with the acquisition of Landela, which brought a new service line, set-top box reparr, to the
country The growth opportunities into adjacent African countries remain strong

The Group continues to focus on both organic and acquisitive routes into new emerging markets The recent
addition of the Digicomp business will also give access to India
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Western Europe

The Western Europe division includes the businesses in the UK, (excluding Advanced Solutions) at
Huntingdon and Normanton, in Germany, Schloss Holte and Sommerda, in Sweden, and following the
acquisttion of HDM in August 2012, Spain

Overall, revenue increased to £96 1 millon Headline operating profit also increased marginally to £2 2
milion Finanoial and operational highlights included

e  Spain contributed for 10 months of the year This business has been integrated well and has performed
in hne with our expectations The Sparish business has had good growth with a range of new clients
including Telefonica along with new service offerings brought to it through other Regenersis operations

* Inthe UK, the closure of our Glasgow operation was completed We also commenced a new contract
with Samsung at our Normanton site

»  Germany performed in ine with expectations During the year we added a number of additional service
lines in the country including laptop repair, mobile screening and logistics  These new activities will
contribute from financial year 2014

s In Sweden, we relocated from Vesteras to Gothenburg where we co-located with Ingram Mobility, a
major mobile product distributor in the Nordics  During the latter half of the year, we incurred planned
losses setting up this new Nordic facility but have had some good early successes with a number of
Recommerce chents, which are expected to contribute more substantially in financial year 2014

We are pleased with the performance in Western Europe, and continue to retain a sensible foothold to
support all our chients across all geographies

Advanced Solutions

The Advanced Solutions division includes the newly formed Digital Care and Recommerce activities, together
with the set top box and In Field Tester (“IFT”) business which will become part of a new Diagnostics unit by
including new activities with Xcaliber’s SmartChk mobile diagnostics

Overall revenue Increased 50% to £28 2 million Headline operating profit grew by 24% to £3 6 mulion
Financial and operational highlights included

»  We mplemented a significant contract for the supply of the IFT product to Virgin Media to all of its field
engineers The technology has been deployed for nearly 9 months and i1s performing well This has
contnbuted to the profit growth in this division

s Following successfully completing the pilot of the “garage tester” vaniant of the IFT last year with a large
US cable TV company, trials continue in the US, although the implementation of a full roll out 1s expected
to be several months off We have now extended the discussions with this client and others in the US and
in the rest of the world on broader diagnostics opportunities that have developed with SmartChk

s  We also brought to market several new service offerings

o Recommerce which offers chent led refurbishment, repair and onward disposition of devices This
has contributed to revenue and profit growth in the year under review and we expect this to
continue in 2014

o Digital Care which prowvides extended warranty and insurance services to end customers through
intermedianies covering mobile, media and other portable consumer electronic equipment During
the year, we have absorbed £0 6m start up costs for this new business unit which has temporarily
depressed the operating marginin the year In 2014 this business 1s expected to make a positive
contribution as a resuit of new business already secured
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o Refurbishment which provides legitimate, quality refurbished components and devices to the end
customer through our new partner EcoAsia This is allowing a broadening of our client base to
retallers and insurance companies In 2014, this new service 1s expected to make a positive
contribution as well

Together the above activities comprise a new business unit called Renew The formation of Renew
follows the Group’s strategy to identify and deliver innovative, higher margin products and services in
the aftermarket service sector for mobile devices, including insurance companies, network operators and
retallers

In the last few months, Renew has won several new contracts with significant new activities for
Telefonica in Spatn and other dients in Poland and Sweden  These new contracts are expected to
contnbute to headline operating profit from 2014

Overall, the year has shown good growth in our existing Advanced Solutions propositions in terms of chent
wins and new geographies and the development of new propositions, which should broaden and accelerate
growth in the next year

Constant Currency
During the year, we expenenced significant headwinds in the translation of the South African Rand, the

Swedish Krona and the Romania Leu

In constant currency terms, operating profit and headline operating profit for the year would have been £0 4
million higher if they had been restated at 2012 effective exchange rates

A reconcihation of actual results for 2013 to results restated at 2012 effective exchange rates is set out below

Actual Constant

results currency

2013 2013

£'m £'m

Revenue 1797 1847
Gross profit 408 42 2
Operating profit 71 75
Headline operating profit 95 99
Basic EPS (pence) 1053 11 39

The cumulative effect of exchange rate movements on the Group’s net assets 1s reflected in the Consolidated
Statement of Comprehensive Income

Client and sales development

We have continued to grow and develop our global sales team responsible for prowiding an integrated
approach to large multinational clients and prospects In addition, we have created three distinct sales
regions covering APAC, EMEA and Americas
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We have had considerable success winning larger multi-country contracts Of particular note Is a European
wide, three year mobile repair contract with a major OEM, which we believe to be an industry “first” This
contract will contribute primarily to the Emerging Market Depot Solutions division from 2014

We have also continued to roll existing relationships and capabilities successfully into other terntories, most
notably

¢ With Samsung from Spain into Mexico and other countries globally,

With Vodafone from Romaria into Spain,

With Telefonica from the UK into Spain,

With Recommerce from the UK into Sweden,

With laptop repairs from the UK into Germany, and

With TomTom from Romania into South Africa

In the year to June 2013, the largest cltent accounted for 16% (2012 14%) of the Group’s revenue and the top
10 clients represent 73% (2012 67%) of Group revenue Within most of the largest chents, the business Is
built up from multiple contracts for different geographies and/or types of work with different durations

Mergers and Acquisition activity

The Group has been very busy pursuing M&A opportunities For the Depot Solutions business acquisitions
have been completed in Spain, Mexico, Argentina, South Africa, Germany and, post year end, in India For the
Advanced Solutions division, the Group has also formed new partnerships with Xcaliber and EcoAsia in the
rapidly developing and strategically important areas of mobile device diagnostics and parts refurbishment,
which are becoming areas of real strength

Acquisition of HDM

On 31 August 2012, the Group completed the acquisition of the trade and assets of the HDM Group of

Compames (“HDM") for an imitial consideration of €6 5 mithon (£5 2 million} on a cash and debt free basis

Key features of HDM

»  Market leader in reverse logistics and repair to network operators and mobile telephone manufacturers
In Spatn, Mexico and Argentina

¢  Key customers included Telefonica, Samsung and Nokia

+ HDM employs more than 600 staff across its three facilities

In addition to the €6 Sm inttial consideration, a capped earn-out will be payable on 30 September 2015 based
on the EBIT achieved in the year to June 2015 as follows

Earn Out Formula Indicative Acquisition Cost

FY15 HDM EBIT Multiple FY1S HDM | Iniial Earn Qut | Total Multiple
EBIT Consideration Consideration

€0-2m 0 Ox €2 0m €6 5m €0 0m €6 5m 33x

€2-3m 4 0x €3 0m €65m €40m €10 5m 3 5x

€3m and above 2 5x €4 Om €6 5m €6 5m €13 Om 3 3x

Of the imtial consideration, €5 85 million (£4 6 million} was funded through the Group’s existing revolving
credit faciity In addition, 587,571 ordinary shares were i1ssued to the vendor in settlement of the remaining
€0 65 million (£0 5 million) of initial consideration payable
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This business has been integrated well and has performed in line with our expectations The Spamish business
has had growth from a range of new clients and services brought to it through other Regenersis operations
The Latin American market has attractive charactenstics and we are beginning to see a number of interesting
opportunities emerging

Acquisition of Landela

On 25 Apnl 2013, we completed the acquisition of all of the issued share capital of Landela Electronics

(Proprietary) Ltd (“Landela”) for a consideration of 21 2m ZAR (£1 5 million} on a cash and debt free basis

Key features of Landela

¢ The largest set top box repair business in South Africa

*  Key customers are dominant in the prowision of satellite TV to the South African market and 11 other
countries 1n Africa, with a market share in excess of 90%

This enhanced the progress already made organically in the region and also brought a significant new client to
Regenersis The growth opportunites into adjacent African countries remain strong and we are currently
actively pursuing this new market for the Group’s patented IFT technology

Partnership with EcoAsia

In July 2013 we formed a partnership with EcoAsia Technologies Ltd {“EcoAsia”), to fulfil refurbishment
opportunities across Regenersis' client base in mainland Europe and manage global refurbishment
programmes for OEMs EcoAsia Is a market leading firm in Refurbishment capabilities with facilities in
Philippines, Hong Kong, China and Mexico

Acquisition of Digicomp
The Board 1s pleased to announce it has acquired on the 10 September 2013, 80% of the 1ssued share capital
of Digicomp Complete Solutions Limited (“Digicomp”) for a consideration of INR 451 mullion (£4 4 million)

Key features of Digicomp
+ High-quality business in a new territory, India - 65% market share in formal laptop repair

+ One main depot facility in Bangalore with 92 owned and franchised stores in the major Indian cities

* Key OEM customers, including Dell, HP, Lenovo and Acer and market leading accreditations with Foxconn
and Pegatron

* Unique laptop recovery offering, which 1s growing rapidly, and 1s similar to the Group’s existing mobile
Recommerce business

* Market penetration for laptops In India is less than 10% of the total population and less than 5% for smart
phones - both presenting very significant growth opportunities for Digicomp

* Strong, iIncentivised senior management team, which will remain in the business post acquisition

The initial consideration of INR 451 million cash was funded through the Group's existing revolving credit
faclity In addition to the imtial consideration, an earn-out will be payable in March 2015 based upon a fixed
earnings multiple above a pre-defined level of profitability, using the average annualised EBIT achieved in the
17 month penod 31 August 2013 to 31 December 2014  In September 2016, Regenersis will acquire the
remaining 20% of the i1ssued share capital of Digicomp, based upon a fixed earning multiple applied to the
average EBIT achieved in the 12 month penod ending 31 March 2016

10
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Investment in Xcaliber

The Board i1s pleased to announce it acquired 15% (plus the option to acquire a further 10%) of the i1ssued
share capital of Xcaliber Technologies LLC and Xcalber Infotech PVT Ltd {together “Xcaliber”) for a
consideration of USD 1 2 million {£0 75 million) Xcalber 1s a US based software business with a market
leading mobile diagnostic technology which will add to our existing diagnostic offer both in the US and
globally The effective date of exchange was 17 September 2013 and the date of completion 1s expected to
be in October 2013

Regenersis will also become Xcaliber’s route to market around the world, with exclusivity in EMEA  This will
build Regenersis’ share of the economics of Xcaliber sigmificantly beyond cur equity stake Key features of
Xcahber

+ Adeveloper of telecoms solutions pnimarily focussed on remote diagnostics software for smartphones

*» Headquarters in Atlanta, USA along with a 60 person software development team based in Pune, India

¢+ Xcahber’s most important application 1s the SmartChk diagnostics software for Windows, Android and
10S platforms, which 1s designed to drive down No Fault Found rates for operators and OEMs on
smartphones by running comprehensive diagnostics either directly on the handset or through an in-store
“kiosk”-style applhication

¢ Xcahber's diagnostics technology will form part of the new suite of Advanced Solutions remote diagnostic
offerings

¢ We believe Xcahiber 1s at the forefront of remote diagnostics technology which is of increasing
importance, as OEM’s and operators look to continually reduce their costs and increase customer
satisfaction, by reducing unnecessary returns

s  This technology expands the Group's current diagnostic capability within set-top boxes, and expands the
range of diagnostics solutions available to clients Regenersis i1s already working with, particularly in the
us

As well as prowiding Xcahber with finance to fund growth, Regenersis will assist by providing access to our
global sales resources in the marketing of the SmarkChk application by utilising our existing relationshups with
OEMs and operators Regenersis will also have the opportunity to use the application within its own facilities
in order to automate and increase the efficiency of the screening and quality assurance phases of our repair
process

The imitial consideration of USD 1 2 million cash will be funded through the Group’s revelving credit facihity

The Operating Matrix

The Group now has a footprint of 21 depot sites, runs 105 “retail units” In 13 countries and employs over
3,750 people 9 of these countries were opened or acquired since the new Board took over in March 2011
We also have 10 well-defined product and service offerings with clear teams and owners, of which 4 have
been recently developed This matrix of geographies and products is important, firstly, because 1t 1s how we
leverage and build on our strengths, assets and relationships and, secondly, it 1s how we translate our strategy
for growth 1n Emerging Markets and Advanced Solutions into action on the ground

11



Regenersis Plc Annual Report 30 June 2013

Business and Financial Review continued

we [ X[X]X x x X X X X X

Moabile Vendor |

outseuning/ 870 X X XX
Mredia & seRepar | X X X
Entertainment w:,. ::; :_:_u, X E X X X
828 niche Cash and payment] X x x X
e e X ox X

Recommerce X x " X x x X x
Advanced Digital Care X X i::gx:: 2"
rolutions m:::::;“ X X ) months

Refurbishment | X X X X X

Acquisition costs
Acquisitions costs amounted to £1 9 milkon (2012 £mil} with the largest costs relating to the acquisition of

HDM

Amortisation of intangible assets
Cther costs excluded from headline operating profit included the ongoing amortisation of acquired intangible

assets amounting to £0 1 mithon (2012 £0 2 million)

Share based payments
Share based payments amounting to £05 million {2012 £0 3 milhon) were also excluded from headline

operating profit

Net financing charges
Net finanang charges were £1 4 million (2012 £0 4 million) This has increased as a result of a £0 7 million

charge in respect of the unwinding of the impact of discounting on deferred consideration primarily
associated with the HDM acquisition

Taxation
The total tax charge was £1 0 million (2012 £0 3 milion) The Group has a permanent benefit from being in

territories where the local taxation rates are lower than the UK rate, for example in Poland and Romania
The blended corporation tax rate for the entire year for Group 1n 2013 15 17% The blended corporation tax
rate for H2 2013 was 15 5% and 15 expected to remain at or below this level going forward

12
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Earnings per share
Adjusted earnings per share increased to 16 80 pence (2012 13 85 pence) Basic earnings per share rose to
10 53 pence (2012 3 33 pence)

Cash flow

2013 2012

£m £'m

Operating cash flow before movement in working capital 10.0 57
Movement in working capital 2.2 {16)
Movement in provisions (1.2) 18
Headline operating cash flow 11.0 5.9
Net interest payments {0.3) (02)
Tax paid {0.8) {08)
Operating cash flow 9.9 49
Net capital expenditure {4.3) (33)
Acquisition of subsidiary, net of cash acquired {7.5) -
Net cash flow from share 1ssues, option vesting and dividend payments 3.3 -
Drawdown /{Repayment) of borrowings 0.2 (12)
Net increase in cash and cash equivalents 1.6 04
Net debt {1.9) (2.9)

Headline cash inflow from operating activities improved dramaticatly to £11 0 million {2012 £5 9 million}
Cash inflow from operating activities also improved to £9 9 million {2012 £4 9 million)

Working capital has decreased by £2 2 mullion, despite an increase in the size of the business Thisisduetoa
permanent benefit received from careful working capital management Debtor days are in ine with the prior
year at 42 days {2012 42 days)

Tax paid was £0 8 milllon as the Group again benefited from losses brought forward and research and
development expenditure tax credits

Net interest pard was £0 3 million {2012 £0 2 million) and 1s higher than the prior year due to increased use
of the revolving credit facility throughout the majority of year primarily to fund the acquisittons of HDM in
September 2012 and Landela in April 2013

Capital expenditure increased to £4 3 milhion (2012 £3 3 milhon) Expenditure on intangible assets amounted
to £2 5 milion (2012 £1 1 million) and comprised further R&D investment 1n automation, diagnostic and IFT
technology as well as other new technologies Expenditure on tangible assets amounted to £1 8 million
(2012 £2 2 milhon) and comprised leasehold improvements and technical equipment

Banking facilrties

The Group continues to benefit from its revolving credit facihty of £23 25 million with HSBC The facility runs
until October 2015 Given our tow level of net debt, the facility continues to provide significant funding to
undertake further investment and M&A activity

13
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The Group has strong financial metrics with interest cover of 10 times (2012 22 times) and a net debt to
EBITDA ratio of 0 2 at 30 June 2013 (2012 0 3)

All banking covenants have been passed and show significant headroom for the foreseeable future

Net debt
At 30 June 2013 net debt was £1 9 million, which is an improvement on the prior year (2012 £2 9 million)

Year end net debt comprised gross borrowings of £6 6 miliion, in Sterling, ZAR and Euro’s (2012 £6 0 milhon),
cash and cash equivalents of £45 million {2012 £2 7 milhon) and the deferred arrangement fees of £0 2
milion (2012 £0 4 million)

Key performance indicators

The Group has a range of performance indicators, both finanaal and non-finanaial, to monitor and manage
the business These are set at the individual customer level and for business units as well as for the Group as
a whote The Group’s key performance indicators (“KPIs”) are headline operating profit, headline operating
cash flow, net debt, Adjusted EPS and Health & Safety RIDDOR reportable (or local country equivalent)
incidents These measures are used continually to manage the business, improve performance and compare
results against targets

KPI 2013 2012 2011
Headline operating profit (£ m) 95 78 63
Headline operating cash flow (£'m) 110 59 33
Net debt (£'m) 19 29 38
Adjusted EPS {pence) 16 80 13 85 12 26
Health & Safety RIDDOR* reportable

incidents (number) 4 3 4

*or local country equivalent

Risks and uncertainties

Throughout its international operations, Regenersis faces various risks, both internal and external, which
could have a matenal impact on the Group’s long term performance Regenersis manages the risks inherent
in 1its operations In order to mitigate exposure to all forms of nsk, where practical The Board has identified
several specific nsks and uncertainties that potentially impact the ongoing business including

+  Commercial contract nsks — Given the potential for onerous terms in customer contracts it 1s essential
that Regenersis continues to contract for business at acceptable rates and with appropriate commercial
balance This also includes consideration of the cash flow impact of each customer contract The Group
has a contract approval process in which the key customer contracts will be approved by the Group
Board and others approved by different levels of senior management as appropriate

s Systems risks — As data management s an essential platform of our service offering, the flexibilty and

reliability of the systems 1s critical to the ongoing development of the Group The integrity of our
systems 1s maintained through backup testing and a disaster recovery planning
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¢ Market and economic risks — The Group’s activities support a broad range of customer orientated and
technology nich products There 1s a strong correlation between the volume of consumer sales and the
number of service events arising as a result of those sales The Group has been developing a diversified
service capability and expanding capacity in low cost service locations to ensure a balanced portfolio of
customers, services and locations

*  Financing risks — In the continuing difficult financial markets the Group has maintained a prudent
approach to the management of cash flow The Group has good access to revolving credit facilities
providing finance until October 2015

¢ Customer concentration nsks — A number of customers are significant in the context of the Group as a
whole Decreasing customer concentration remains an 1ssue the Board is consctous of and seeks to
reduce further through the development of new customers and the creation of more dependent
relationships with Its existing customers

«  Operational risks — Operational efficiency is vital to the profitabihity of the Group and to customer
service The Group 1s currently giving this area great focus and has strengthened the operational
management where needed

e Compliance risks ~ Some of the Group's business relies on the compliance with and enforcement of
legistation consistent with the WEEE Directive  The Group maintains Government approved licenses to
manage the collection, treatment and export of electrical waste In addition, Regenersis handles
equipment holding personal data and 1s mindful of the implications of the Data Protection Act The
Group maintains internal processes to ensure appropriate guidelines are followed

¢  Fareign exchange rate velatility - The widening geographic spread of the Group means that financial
results can, increasingly, be affected by movements in foreign exchange rates The risk presented by
currency fluctuations may affect business planning and product procurement costs The Group monitors
foreign exchange exposure closely and, when a transactional exposure I1s not covered through a natural
hedge, will consider entering into a hedge arrangement

s Employee engagement - Staff engagement 1s essential to the successful delivery of service to customers
and longer term the overall business strategy Considerable effort has been devoted to communicating
the business strategy so employees are clear on our business objectives and theer role in the strategy
The employee appraisals process and setting of personal objectives, operate within the framework of our
corporate objectives This 1s then reinforced by the employee incentivisation process

¢  Corporate social responsibility - The Board continues to identify business ethics, health and safety,
sustainability, the environment, employees and the local community as the main building blocks in this
area To mitigate risks assocated with these 1ssues, Regenersis has implemented Group-wide policies
and training of all staff The Board 1s committed to managing all nisks associated with these activities, on
an ongoing basis
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Cautionary statement

This review has been prepared solely to provide additional information to shareholders to assess the Group’s
strategy and the potential of that strategy to succeed and should not be relied upon by any other party or for
any other purpose It contains certain forward-looking statements with respect to the financial condition,
results, operations and businesses of Regenersis Plc

These statements and forecasts involve risk’and uncertainty because they relate to events and depend upon
the circumstances that may occur in the fyture

There are a number of facte ause actual results or developments to differ matenally from those
expressed or imphed by

construed as a profit foreca

Matthew Peacock
Executive Chairman

Jog Dhody
Chief Financial Officer
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Directors and Advisers

Matthew Peacock

Executive Chairman

Matthew Peacock 1s the founder partner of Hanover Investors Management LLP which 15 a significant
shareholder of Regenersis  Hanover Investors 1s a spectalist turnaround investment firm  Matthew has led
investments for over 23 years in, amongst other sectors, manufacturing, outsourced business services,
chemicals, financial services, textiles and logistics  Prior to this, he ran the international M&A team In
London at Barclays de Zoete Wedd, having started his career at Credit Suisse First Boston in New York

Jog Dhody

Chief Financial Officer

Jog Dhody has significant financial management experience, particularly within ambitious, growth-oriented
businesses Prior to Joining Regenersis, Jog was Chief Financial Officer of the Esporta Group, a position he
held for four years During that time, he played a key role in the successful restructuring and turnaround of
the business, which had been the subject of a private equity-backed refinancing, and the ultimate sale of the
business Prior to this, Jog was Financial Controller of Phones4u Group

Tom Russell

Executive Director

Tom Russell 15 also partner at Hanover Investors Prior to this he spent nine years at Mercer Oliver Wyman,
where he specialised in the Communications, Information and Entertainment sector, advising on strategy and
operations

Michael Peacock

Senior Independent Non-executive Director

Michael Peacock was most recently the Finance Director at Victrex plc Victrex 1s a global manufacturer of
innovative, high performance thermoplastic polymers, working with customers and end users to deliver
technology driven solutions to the challenges and opportunities they face Michael was formerly with
Barclays de Zoete Wedd's corporate finance department before moving into industry as a Finance Director
Michael 1s also a Non-executive Director of Blackrack Smaller Companies Trust plc

Rob Woodward

Independent Non-executive Director

Rob Woodward 1s also Chief Executive of STV Group Plc and has significant experience n the Technology,
Media and Telecommunications (TMT) industry, notably with STV, as the Commercial Director of Channel 4
Telewision, as a Managing Director with UBS Corporate Finance and the lead partner for Deloitte’s TMT
industry graup in Europe
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Directors’ Report

The Directors present their report together with the audited financial statements for the year ended 30 June
2013

Principal activities

Regenersis is a leading, strategic outsource partner to the world’s premier consumer technology brands We
specialise 1n the field of after-sales, enabling our clients to define and deliver cost effective service
propositions that reinforce thewr brands, building stronger relationships with their customers

We achieve this by creating solutions that leverage our market knowledge, technical expertise and customer
insight Clients benefit from accelerated delivery of solutions by taking advantage of our innovative products
and services

Our dedication to improve the end-to-end customer experience and, at the same time, to reduce the total
cost of after-sales make us unique in our market place As a result, our chents choose Regenersis to manage
(1) the lifecycle of their products from the preparation and introduction of new products to market, (i)
technical and customer support requirements, (i) warranty processes and insurance fulfilment, {iv) fully
integrated repair avoidance, (v} returns and technical repair, {w) the remarketing and safe re-deployment of
end-of-hfe products and {vi} electronic device insurance

Business review and future developments

The Company 1s required by the Companies Act 2006 to include a business review in this report The
information that fulfils the requirements of the business review can be found in the Charman’s Statement on
pages 1 to 4 and the Business and Financial Review on pages 5 to 16 which is incorporated in this report by
reference These reports also include details of expected future developments in the business of the Group,
principal risks and uncertainties and details of key performance indicators deployed by management

The Business and Financial Review has been prepared to provide the Company’s shareholders with a far
review of its business and a description of the principal rnisks and uncertainties facing it It should not be
rehed upon by anyone, including the Company’s shareholders, for any other purpose

Results and dividends

The audited accounts for the Group for the year ended 30 June 2013 are set out on pages 43 to 94 The
Group profit for the year after taxation was £4 7 million (2012 £1 4 milion) The Board recommends the
payment of a final diwdend of 1 83 pence per ordinary share If approved, the final dividend will be paid on 4
December 2013 to shareholders on the register at the close of business on 8 November 2013

Directors

Details of changes to the Beard dunng the year and of the Directors offering themselves for appointment
at the forthcoming Annual General Meeting are set out in the Corporate Governance Report on pages 24
to 31

Details of Directors’ service agreements are set out in the Directors’ Remuneration Report on pages 32 to
37

The interests of the Directors in the shares of the Company are set out on page 37

Full biographical details of the Company’s Directors are given on page 17
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Directors’ hability insurance and indemnities
The Company maintains hability insurance for the Directors and officers of all Group companies

Indemnities are in force under which the Company has agreed to indemnify the Directors to the extent permitted
by applicable law and the Company’s articles of assoaiation in respect of all losses anising out of, or in connection
with, the execution of their powers, duties and responsibilities as Directors of the Company or any of its
subsidiaries

Neither the Group’s lability snsurance nor indemriuties provides cover in the event that a Director or Officer Is
proved to have acted fraudulently or dishonestly

Supplier payment policy

The Group agrees payment terms with its suppliers when 1t enters into binding purchase contracts The
Group seeks to abide by the payment terms agreed whenever it 1s satisfied that the suppler has provided the
goods or services in accordance with the agreed terms and conditions The Group seeks to treat all suppliers
fairly, but it does not have a Group-wide standard or code of practice that deals specfically with payment to
supphers Trade payables at 30 June 2013 represented on average 33 days credit based on actual invoices
received (2012 31 days credit}

Share capital

The i1ssued share capital of the Company at 30 June 2013 was £994,307 72, compnised of 49,715,386
ordinary shares of two pence each of which 1,419,481 are designated as treasury shares

The Directors will be seeking authonty at the forthcoming Annual General Meeting to renew their
authority to allot shares (Resolutions 7 and 8) and also a further authority enabling the Company to
purchase its own shares (Resolution 9} Full details of these resolutions, together with explanatory notes,
are contained in the Notice of Annual General Meeting on pages 95 to 103

Substantial shareholdings

As at 26 September 2013, the following shareholders own more than 3% of the issued share capital of the
Company

% of issued share Number of shares
capital

Hanover Investors Management 2162 10,748,637
LLP

Impax Asset Management 916 4,555,514
Limited

Investec Asset Management 684 3,400,000

FIL Limited 414 2,057,491
Ignis Investment Services 365 1,813,676
Aviva plc 400 1,985,328

Fixed assets
In the opinion of the Directors, there 1s no matenal difference between the book value and the current open
market value of the Group’s Interests in land and buildings
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Charitable and political donations
The Group made no direct charitable donations during the year However, certain clients direct the Group to
pay their entitlement under commercial arrangements to various charities

Going concern
As highlighted in note 25 to the finantal statements, the Group meets 1ts day to day working capital
requirements through a revolving credit facility which is due for renewal on 31 October 2015

Further information on the Group’s business activities, together with the factors likely to affect its future
development, performance and position I1s set out in the Bustness and Financial Review on pages 5 to 16
Further information on the financial position of the Group, its cash flow, hiquidity position and borrowing
facilities are described in the Business and Financial Review on 5 to 16 In addition, note 29 to the financial
statements details the Group’s objectives, policies and processes for managing its capital and its exposures to
credit nisk and liguidity risk

The Group’s forecasts and projections, taking account of possible changes in trading performance, show that
the Group should be able to operate within the level of its current revolving credit facihty

After making enquiries, the Board has a reasonable expectation that the Company and the Group have
adequate resources to continue In operational existence for the foreseeable future Accordingly, they
continue to adopt the going concern basis in preparing the annual report and accounts

Subsequent events

Since the 30 June 2013 the Group has acquired 80% of the 1ssued share capital Digicomp Complete Solutions
Limited and 15% of the 1ssued share capital of Xcaliber Technologies LLC and Xcaliber Infotech PVT Limited
Further details of these events are given in the Business and Financial review section

Annual General Meeting

The Annual General Meeting of the Company will be held on Wednesday 20 November 2013 at the offices of
Tavistock Communications, 131 Finsbury Pavement, London EC2A INT The Notice setting out details of the
business to be considered at the meeting 1s included on pages 95 to 103

Auditor

Our auditor, KPMG Audit Plc, has instigated an orderly wind down of business The Board has decided to put
KPMG LLP forward to be appointed as auditors and resolution concerming their appointment will be put to the
forthcoming AGM of the Company

Disclosure of information to the auditor
As required by Section 418 of the Companies Act 2006, each Director serving at the date of approval of the
financial statements confirms that
. to the best of their knowledge and belief, there 1s no information relevant to the preparation of
their report of which the Company’s auditors are unaware, and

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

that information

Words and phrases used in this confirmation should be imterpreted mn accordance with Section 418 of the
Companies Act 2006
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Employees

The Group keeps its employees informed of matters affecting them as employees through regular team bnefings
throughout the year Applications for employmexit by disabled persons are given full and fair consideration for all
vacancies In accordance with their particulaf aptitudes and abiities In the event of employees becoming
disabled, every effort is made to retain thgf in order that their employment with the Group may continue It s

By order of the Board

Jog Dhody

Chief Financial Office
Regenersis Plc

4™ Floor

32 Wigmore Street
London W1U 2RP

27 September 2013
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Corporate Governance
Principles of good governance

As a Company quoted on AIM, a market operated by the London Stock Exchange, the Company s not
required to comply with the UK Corporate Governance Code (‘the Code’) However, the Group has complied
with the provisions of the Code with the following exceptions

¢ Matthew Peacock, as Executive Chairman has responsibihities for both the organisation of the Board
and running of the Group’s business Whilst this does not meet the critena set out in provision A 2 of
the Code, the objectivity of the Board and its independence from management I1s strengthened by the
designation of a senior independent Non-executive Director, Michael Peacock {no retation), to
convene or chair sessions of the Non-executive Directors if required,

s Tom Russell, as Non-executive Director and a member of the Audit, Remuneration and Nominations
Committees durning the year, by virtue of his assoaation with Hanover Investors Management LLP did
not meet the independence criteria set out in provision B 11 of the Code Accordingly, Mr Russell
resigned from the Audit and Remuneration Committees on 10 September 2012 and from the
Nominations Committee on 27 June 2013 following the appointment of Rob Woodward as an
independent Non-executive Director on 1 June 2013 Following Mr Woodward’s appointment to the
Board and its three principal committees, the Audit and Remuneration Committees now comprise a
mimimum of two independent Non-executive Directors as required by provisions C3 1 and D 2 1 of
the Code respectively, whilst the Nominations Committee comprises a majority of independent Non-
executive Directors as required by prowvision B 2 1 of the Code

The Board
Structure and composition

As at 30 lune 2013, the Board comprised three Executive and two Non-executive Directors

Appointed Audit Remuneration  Nominations
Committee Committee Committee
Matthew  Executive Chairman 8 February - - Chairman
Peacock 2011
Jog Dhody Chief Financial 21 March - - -
Officer 2012
Tom Executive Director 8 March - - -
Russell 2011
Michael Non-executive 8 February Chairman Chairman Member
Peacock Director 2011
Rob Non-executive 1 June 2013 Member Member Member

Woodward Director

Biographies of all the Directors at the date of this report, including those offering themselves for re-election at
this year’s Annual General Meeting on Wednesday 20 November 2013, are set out on page 17

The Chairman i1s responsible for leadership of the Board, ensuring its effectiveness and setting its agenda
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The Chairman faclitates the effective contribution and performance of all Board members whilst identifying any
development needs of the Board He alsc ensures that there 1s sufficient and effective commumnication with
shareholders to understand their 1ssues and concerns

Michael Peacock 15 the Senior Independent Non-executive Director to whom concerns may be conveyed by
shareholders if they are unable to resolve them through existing mechanisms for investor communications or
where such channels are inapproprate

The Company Secretary 1s responsible for assisting the Chairman in all matters relating to corpoerate governance

Detals of the terms of appointment of both the Executive and Non-executive Directors are set out In the
Directors’ Remuneration Report, which refers to executive service contracts and non-executive terms of
appointment, coptes of which are available for inspection at the Company’s registered office and which will be
available for inspection at the forthcoming AGM

Board process
The Directors ensure the effectiveness of the Board through regular meetings and by having open lines of
communication between Board members

During the year, the Board made two visits to the Group’s operating sites, and believes that the benefit of its
collective experience 1s a valuable asset to the business On joining the Board, new Directors are given
background information describing the Group and its activities Meetings with principal shareholders and
adwisers are arranged as appropriate

Details of attendance at scheduled Board and Board Committee meetings during the perod are as follows

Board Audit Committee Remuneration Nominaticns
Commiittee Committee
Number Attended Number Attended Number Attended Number Attended

Matthew Peacock 15 15 3 3* 7 5* 5 5
Michael Peacock 15 14 3 3 7 7 5 5
Tom Russeli** 15 13 - - 1 - 5 4
Kevin Bradshaw 11 9 2 2 6 6 1 1
{resigned 25 April

2013)

Rob Woodward 1 1 1 1 1 1 2 2
(appointed 1 June

2013)

Jog Dhody 15 15 3 3* . - 5 1*

*Attended by invitation
**Tom Russell was a member of the Audit and Remuneration Committees until 10 September 2012 and a member of
Norminations Committee until 27 June 2013
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Nen-attendance at meetings was due to prior business or personal commitments Directors unable to attend
Board or Committee meetings reviewed the relevant papers and provided comments to the Charrman or
Committee Chairman

The Board sets the strategic objectives of the Group, agrees on performance cnteria and delegates to
management the detailled planming and implementation of those objectives and policies in accordance with
appropnate risk parameters The Board monitors compliance with policies and achievements against objectives
by holding management accountable for its activities through regular reporting and budget updates

The Board has agreed a schedule of matters reserved specifically for its decision which include

e Overall strategy and objectives,

Approving interim and finanoal statements,

Approving annual budget and medium term projections,

Reviewing operational and financial performance,

Acquisitions and disposals,

Approval of major customer contracts,

Major divestments and capital expenditure,

Reviewing the Group’s systems and capital expenditure,

Reviewing the environmental and health and safety performance of the Group,
Approving appointments to the Board including the Company Secretary,
Approving policies proposed by the Remuneration Committee relating to Directors’ remuneration and
the severance of Directors’ contracts, and

s Ensuring that a satisfactory dialogue takes place with shareholders

The Board 1s supplied in a timely manner with the appropriate information to enable 1t to discharge 1ts duties,
including providing constructive challenge to, and scrutiny of, management Further information 1s obtained by
the Board from the Executive Directors and other relevant senior Executives as the Board, particularly its Non-
executive members, constders appropriate

Procedures are in place for Directors to take independent professional advice, when necessary, at the Company’s
expense No such advice was sought during the year under review

The Board 1s supported by the Company Secretary who, under the direction of the Chairman, ensures good
communication and information flows within the Board, including between Executive and Non-executive
Directors and between the Board and its Committees

If Directors have concerns that cannot be resolved regarding the running of the Group or a proposed action, they
are encouraged to make their views known and these are recorded in the Board minutes

Directors’ conflicts of interest

Under the Companies Act 2006, a Director must avoid a situation where he has, or can have, a direct or indirect
interest that conflicts, or possibly may conflict with the Group’s interests The requirement 15 considered very
broad and could apply, for example, if a Director becomes a Director of another Company or a trustee of another
organisation The Act allows Directors of public companies to authonse conflicts and potential conflicts, where
appropriate, provided that the articles of association contain a prowision to this effect The Company’s articles
authorise the Directors to approve such situational conflicts

There are safeguards which will apply when Directors decide whether to authorise a conflict or potential conflict
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First, only Directors who have no interest in the matter being considered will be able to take the relevant
deaision, and second, in taking the decision, the Directors must act in a way which they consider, in good faith,
will be most likely to promote the Group’s success The Directors will be able to impose imits or conditions when
gving authorisation if they think this 1s appropnate

Directors are required to notify the Company Secretary of any additional confhict situation or if there 1s a material
change 1n a conflict situation previously notified, giving sufficient details of the situation to allow the Board to
make an infarmed decision when considening authonsation

Re-appointment of Directors

The articles of association provide that any director appointed to fill a casual vacancy or as an additional director
shall hold office only until the AGM immediately following appointment and shall then be eligible for election but
shall not be taken into account in determining the directors or the number of directors who are to retire by
rotation at that meeting (Article 94 2}

Kevin Bradshaw resigned from his non-executive position on the Board on 25 April 2013 In his place, the Board
appointed Rob Woodward on 1 June 2013 to fill the resulting vacancy Mr Woodward will offer himself for
election at the farthcoming AGM

Tom Russelt was appointed as Executive Director in charge of Strategy on 14 June 2013

Board performance and evaluation

The Board carried out a formal evaluation process for the Board, its committees and individual Directors in
respect of the year ended 30 June 2013 The evaluation process concluded that the Board as a whole and its
committees had functioned effectively during the year and that each Director continued to make a valuable
contribution

Board Committees

Audit Commuttee

The Audit Committee 1s chaired by Michael Peacock The Executive Directors are invited to attend meetings as
necessary The Chairman and/or the Committee meets with the external auditors without any Executive
Directors present whenever this 1s considered appropriate

The Committee’s responsibilities include

1} Monitening the integnity of the finanaial statements of the Group and any formal announcements relating
to the Group's finanaial performance, reviewing significant financial reporting judgements contained n
them,

2] Considering the appointment, reappointment and removal of the external auditors, approving the
remuneration and terms of engagement of the external auditors and agreeing the scope of the audit
engagement,

3} Keeping under review the effectiveness of the Group’s systems of internal financial control and reporting
to the Board regarding such systems on an annual basis, and

4} Rewtewing the arrangements by which Group employees may, In confidence, raise concerns about
possible impropneties in matters of financial reporting {or other matters)
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During the year under review, the Audit Committee met three times as follows

1)

2}

3)

In September 2012, the Commuttee reviewed the finanoal statements for the year ended 30 lune 2012
and considered the effectiveness of the external auditors, concluding that the processes reviewed
provided the required degree of comfort and that there 1s an effective and robust independent external
audit I was therefore resolved to recommend to the Board that KPMG Audit Plc be retained as the
external auditor

In addition, at its meeting in September 2012 the Audit Committee received a report in the ongoing work
being carried out to establish a risk management framework which is subject to regular review to ensure
comphance with the relevant regulatory requirements on internal control and risk management The
Birectors recognise that they are ultimately responsible for the Group’s nsk management framework and
for reviewing its effectiveness The purpose of this framework Is to manage, rather than eliminate, the
nsk of fallure to achieve business objectives and there will be an ongoing process in place for identifying,
assessing, managing, monitoring and reporting on the significant nisks faced by the business

In February 2013, the Audit Committee reviewed the results for the half-year ended 31 December 2012,
received an update from the Chief Financial Officer on the development of a Group nisk register and
noted the establishment and deployment of a Whistleblowing policy

In June 2013, the Audit Committee met to consider the audit scope for the year ended 30 June 2013 and
approve the audit fee for the June 2013 year-end audit and to review the internal control framework

Remuneration Committee
The Remuneration Committee I1s chaired by Michael Peacock The Executive Directors are invited to attend
meetings as necessary

Under its terms of reference, the Remuneration Committee 1s responsible for

1

Considering and approving all aspects of the Company’s remuneration policy for the Executive
Directors (including the Executive Chairman), making recommendations to the Board as appropriate,
Ensuring that the remuneration and conditions of service of the Executive Directors support
corporate objectives and shareholders’ interests, represent value for money and reflect the
performance of the Company and the individual directors as appropriate,

Determining the indmidual remuneration packages for the Executive Directors and the Executive
Chairman {(Including bonuses and other incentives),

Recommending and monitoring the structure and level of pay for the semor management team,
Agreeing a policy for the authorisation of expenses claimed by all directors and reviewing annually a
schedule of expenses claimed by the directors in the preceding financial year,

Making whatever other recommendations to the Board it deems appropnate on any area within its
remit where action or improvement I1s needed

Full details of the role, policies and activities of the Remuneration Committee are set out in the Directors’
Remuneration Report on pages 32 to 37
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Nonmunations Committee
The Nominations Committee I1s chaired by Matthew Peacock Under its terms of reference, the Remuneration
Committee i1s responsible for

1 selecting the most suritable candidate or candidates for appointment to the Board, and

2 overseeing successton planning for the Board, and

3 attracting and developing a highly qualified and diverse workforce, to ensure that all selection decisions
are based on ment and that all recrutment activities are far and non-discnminatory The Board
acknowledges the importance of diversity, ncluding gender and ethnicity, to the effective functioning of
the Board as well as senior management

The Committee meets as and when required and met during the year to evaluate its own performance and to
consider the appointment of Rob Woodward as an independent Non-executive Director foliowing the
resignation of Kewin Bradshaw on 25 Apnl 2013 The Committee recommended Mr Woodward’s
appointment to the Board and recommended that he be appointed as a member of the Audit, Remuneration
and Nominations Committees In June 2013, the Committee agreed to Tom Russell moving from the position
of Non-executive Director to a full-time Executive Director with responsibility for strategy development and
deployment with effect from 14 June 2013 This was subsequently ratified by the full Board  Following this,
Mr Russell resigned from the Nominations Committee on 27 June 2013

internal controls

The Board 1s responsible for maintaining a sound system of internal control to safeguard shareholders’
investments and the Group’s assets Such a system Is designed to manage rather than eliminate the nisk of
fallure to achieve business objectives and can provide only reasonable and not absolute assurance against
material mis-statement or loss

Regenersis 15 committed to conducting s business responsibly and in accordance with all apphcable jaws and
regulations Employees are encouraged to raise concerns about fraud, bribery and other matters through a
whistle-blowing procedure All such concerns are referred to, and investigated by, the Executive Chairman or
Chief Financial Officer, who then recommend appropriate remediat action

The Group’s finanaial reporting processes are detalled and regularly reviewed The detalled reporting s
reviewed at least each month end by the members of the central finance team, highlighting areas of concern
and checking/confirming that the reasons for vaniations are vaid Quarterly reviews of each of the businesses
are performed by the Chief Financial Officer covering both historic and forthcoming financial and business
performance as well anticipating key future events

In addition each business unit 1s required to submit 2 monthly controls checklist which 1s signed locally to say
that controls and reviews have been carried out both during the month and as part of the month end close
process Quarterly reports are also issued to follow up on any non compliance points identified on these
forms and are reviewed by the relevant Financial Directors

The Group has recently implemented an internal control review functton, which carries out reviews of key
nsks and mitigations within the various locations Each site will be wsited once a year, prioritised by financiat
nsk assessment Two businesses were visited within the year under review A full review procedure manuat
and testing document has been created to track the results of the wvisits and tughlight recommendations and
responsibilities for improvements The outcomes of these reviews are presented to the Audit Committee
twice per year
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Audit independence

The Audit Committee and the Board place great emphasis on the objectivity of the external auditor in therr
reporting to shareholders The audit partner and semor manager are present at Audit Committee meetings as
required to ensure full communication of matters relating to the audit The overall performance of the
auditor 15 reviewed annually by the Audit Committee, taking into account the views of management, and
feedback 1s provided when necessary to senior members of KPMG unrelated to the audit This activity also
forms part of KPMG’s own system of quality control The Audit Committee also has discussions with the
auditor, without management being present, on the adequacy of controls and on any judgmental areas
These discussions have proved satisfactory to date The scope of the forthcoming year’s audit s discussed in
advance by the Audit Committee Audit fees are approved by the Audit Commuttee after discussions between
the businesses and KPMG

Rotation of the audit partner’s responsibiities within KPMG 15 required by their profession’s ethical standards
There will be rotation of the audit partner and key members within the audit team as appropriate

Assignments of non-audit work have been and are subject to controls by management that have been agreed
by the Audit Committee so that audit independence 1s not compromised In summary, these procedures are
as follows

1 Audit related services as auditor If any additional support is required, this I1s considered competitively,

2 Tax consulting after considering competitive offers, in cases where they are best suited, the Group engages
KPMG and its associates, and

3  MR&A adwvice and due diligence after considering competitive offers, in cases where they are best suited, the
Group engages KPMG and its associates

Other than audit, the Board 1s required to give prior approval of work carried out by KPMG and its associates
in excess of £20,000 Part of this review 15 to determine that other potential providers of the services have
been adequately considered These controls provide the Audit Committee with confidence in the
independence of KPMG in their reporting on the audit of the Group

Relations with shareholders

Dialogue

The Board 15 committed to maintaining good communications with shareholders Other than during close
periods, the Executive Chairman and Chief Financial Officer maintain a regular dialogue with institutional
shareholders throughout the year and give presentations to institutional shareholders and analysts
immediately after the announcement of the Group’s half year and full year results The Group also
encourages communications with private shareholders throughout the year and welcomes their partiapation
at shareholder meetings

The Group maintains a corporate website (www regenersis com), which complies with AIM Rule 26 and
contains a range of information of interest to institutional and private investors including the Group’s annual
and half year reports, trading statements and press releases and all regulatory announcements relating to the
Group
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Constructive use of the AGM
The Board wishes to encourage the constructive use of the Company’s AGM for shareholder communication

The Chairman of the Board and the chairmen of the Audit, Remuneration and Norminations Committees will
be avallable to answer questions at the forthcoming AGM As with previous practice, resolutions will be
proposed on each substantially separate 1ssue and the level of proxies cast for each resolution will be
available at the AGM
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Remuneration Committee and advisers

The Committee determines on behalf of the Board the Company’s policy on the remuneration and terms of
engagement of the Executive Directors and Senior Managers Executive Directors attend by inwitation only when
appropriate and are not present at any discussion of their own remuneration

The members of the Remuneration Committee and details of attendance at the meetings are disclosed in the
table in the Corporate Governance report on page 25

The Committee members have no personal financial interest, other than as shareholders, in the matters to be
deaded They have no conflicts of interest anising from cross-directorships or from being involved in the day-to-
day business of the Group With the exception of Tom Russell, who served on the committee untl 10 September
2012, the Committee members do not participate in any bonus, share awards or pension arrangements Tom
Russell 1s associated with Hanover Investors Management LLP and has an indirect beneficial interest in the share
awards made under the Incentive Share Plans discussed below

Remuneration policy

The Group operates In a highly competitive environment For the Group to continue to compete successfully, it is
essential that the level of remuneration and benefits offered achieve the objectives of attracting, retaining,
motivating and rewarding the necessary high caliber of individuals at all levels across the Group

The Group therefore sets out to provide competitive remuneration to all its employees, approprate to the
business environment in the market in which it operates To achieve this, the remuneration package 1s based upon
the following principles

» total rewards should be set to provide a fair and attractive remuneration package,

* appropriate elements of the remuneration package should be designed to reinforce the link between
performance and reward, and

+ Executive Directors’ incentives should be aligned with the interests of shareholders

The remuneration strategy i1s designed to be in hne with the Group's fundamental values of farness,
competitiveness and equity and also to support the Group’s corporate strategy A cohesive reward structure
consistently applied and with links to corporate performance is seen as critical In ensuring attainment of the
Group’s strategic goals

The Group also seeks to align the interests of shareholders with those of Executive Directors and senior
employees by giving the latter opportunities and encouragement to build up a shareholding interest in the
Company through long term incentive plans

Remuneration of Executive Directors
Elements of remuneration
The Executive Directors’ total remuneration currently consists of

* fixed elements, comprising basic salary or fees, benefits and pensions, and
¢ performance related elements comprising performance related bonus and long term performance

arrangements satisfied by share awards

Each of the above elements of remuneration s explained below
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Basic salary or fees

Basic salanes or fees are set by the Remuneration Committee on an annual basis after taking into
consideration the performance of the individuals, their levels of responsibility and rate of salary or fees for
similar positions in comparator companies

Benefits in kind
These principally compnise car benefits, Iife assurance and membership of the Group’s healthcare insurance
scheme or payment in lteu of these benefits These benefits do not form part of pensionable earnings

Pensions
The Group makes defined contributions on behalf of the Chief Financial Officer into his individual pension
plan The amounts paid in the financial year are set out in the Directors’ emoluments table on page 36

Annual performance related bonuses

Performance related bonuses for the Executive Directors are contractual and are determined by reference to
performance targets based on the Group’s financial results set at the beginning of the financial year Terms
and conditions are based on the recommendations of the Remuneration Committee

The Executive Directors were eligible to recerve a cash bonus of up to the following amounts for the year
ended 30 june 2013

Maximum % Actual %

eligible of awarded of
basic salary basic salary
or fees or fees
Matthew  Executive Chairman 130% 100%
Peacock
Jog Dhody Chief Financial 75% 60%
Officer
Tom Executive Director - -
Russell*

*As Tom Russell became an Executive Director on 14 June 2013, he was not included in the bonus arrangement for the financial year

Long term incentive arrangements
Incentive Share Plan (I5P1)

On 1 July 2011, the Company established the Regenersis incentive Share Plan (“ISP1”) for the senior
management team including Hanover Investors Management LLP

Under ISP1, employees (including Executive Directors) were, at the discretion of the Company, granted rights

to acquire shares at their par value, subject to continuing employment and the attainment of the applicable
performance target Equivalent rights were granted to Hanover Participation Partnership LP
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The purpose of ISP1 was to incentivise key members of the management team by granting nghts to acquire
shares based on an increase n shareholder value, thus aligning their interests with shareholders in order to
achieve significant value growth

Awards in respect of 11 85% of the increase in shareholder value were granted under ISP1, including 0 7% to
Jog Dhody and 6 3% to Hanover Participation Partnership LP  Matthew Peacock and Tom Russell are
indirectly interested in awards granted to Hanover Participation Partnership LP through their association with
Hanover Investors Management LLP

On 22 February 2013, the performance target requiring that the average mid-market closing share price over
any 30 trading day period prior to 30 June 2014 was greater than 150 pence was met The actual average
mid-market closing share price for the 30 trading day penod ended 22 February was 180 pence This
represented an increase of 140% over the share price when ISP1 was established Accordingly, all of the
awards under 15P1 became available for vesting, subject only to the performance penod coming to an end on
or before 30 June 2014, as confirmed by the Remuneration Committee for all, or a proportion of, any award

On 14 March 2013, awards in respect of 10 05% of the increase in shareholder value vested and were
exercised On 30 May 2013, awards in respect of a further 1 26% of the increase in shareholder value vested
and were exercised

The remainder of 0 54% of the increase in shareholder value will vest no later than 30 June 2014 Of this
amount 0 14% s held by Jog Dhody

During the year, the awards were settled by creating and 1ssuing 1,007,563 new shares, transferring 730,519
existing shares from the Employee Benefit Trust (EBT) and direct cash payments amounting to £2,404,604 At
30 June 2013 the total dilution to existing shareholders, from the exercise of the awards during the financial
yearwas 2 1%

New incentive Share Plan (ISP2)

On 14 March 2013, following the recommendation of the Remuneration Committee, the Board approved the
establishment of a new incentive share plan (“ISP2”} on similar hines to ISP1, to incentivise management to
achieve further shareholder value growth

Under ISP2, employees (including Executive Directors), at the discretion of the Company, were granted rights
to acquire shares at their par value, subject to continuing employment and the attainment of the applicable
performance target Equivalent rights were granted to Hanover Investors Management LLP or one of its
connected parties

The number of shares vesting from any award under ISP2 will be deterrmned as follows

¢ Following the end of the performance pencd, the Remuneration Committee will determine whether
the applicable performance target has been satisfied and calculate the increase in shareholder value
since the date of grant to the individual holder,

e Fach award holder will be entitled to acquire shares at par, with a value equal to a speafied
percentage of that increase in shareholder value, provided that the performance target had been met
— that value for each award holder 1s divided by the market value of a share at the end of the
performance period to determine the number of shares to be awarded
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