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FINANCIAL AND BUSINESS REVIEW

Key performance indicators for the year end 31 December 2009

Revenue

Operating margin %
EBlTDA(before impairments)

Cash

Headcount (No)

Orderbook - Electric vehicles
Orderbook — Powered Access

2009 2008
£000’s £000’s %
58,159 145,734 (60.0)

38% 48% (10.0)
(18,488) 4,528 (508.3)
5,414 11,130 (51.4)
653 1,150 (43.2)
7,500 5,000 50.0
2,200 4,200 (47.6)

CHAIRMAN’S STATEMENT

Trading throughout 2009 was in line with our expectations, with no
improvement in the significant depression in global demand for
aerial work platforms and muted sales of electric commercial
vehicles, caused by lack of credit.

Towards the end of the year, we began to see signs of improvement
in the Zero Emission Vehicles division and | am delighted to report
that this business has continued to gain traction in early 2010. We
see little or no expectation of improvement in the Powered Access
division until 2011 at the earliest and continue to manage the
business accordingly.

As we predicted, 2009 was a tough year for the Group and we
expect 2010 will also be challenging.

The management team has executed a plan to sustain the business
during the economic recession and to prepare it for the eventual
upturn. We continue to prudently manage cash and implement cost
reduction programmes, while retaining core employee skills and
competencies.

With a stable balance sheet and clear strategies to manage the
downturn, | believe Tanfield is well positioned for long term success.
| would like to thank all of our people for their efforts during a
demanding year. The team really pulled together to overcome the
challenges faced by the Group and is focused on preparing Tanfield
for a brighter future.

CHIEF EXECUTIVE'S REVIEW

Summary

Throughout 2009, both our core business units continued to be
adversely impacted by the global economic downturn. In particular,
the lack of access to credit continued to inhibit our customers in the
Zero Emission Vehicles and Powered Access divisions. Turnover
declined 60% to £58m, resulting in a loss of £21m for the year.

We acted decisively at the start of 2009, implementing headcount
reductions coupled with initiatives including shorter working weeks
and periods of unpaid leave. This resulted in a reduction of staff
costs by 42%, while preserving the core skills base of the workforce.

Our strategy remains to focus on cash generation ahead of
profitability and to retain the employees and skills that we will need
to build for future success.

Powered Access: Turnover of £42m (2008: £114m)

Tanfield succeeded in selling excess inventory during 2009 and
machine stocks are now within our target levels. Our overall
performance was in line with that of the wider market and our
peers.

However, market pricing in the aerial lift industry remained
artificially low during the period, as major equipment rental houses
off-loaded excess stock and competitors offered heavy discounts to
reduce their own inventory levels.

During 2009, Tanfield further expanded and enhanced its global
dealer network, with the appointment of new distributors in Latin
America, North Africa and Europe. The Company also appointed a
national network of sales agents in North America, to target smaller,
family-owned equipment rental companies.

Throughout the year, our design engineers have focused on
developing new aerial lifts and updating existing models, taking cost
out and enhancing machine performance. The full benefit of these
enhancements however will only be derived when the market
recovers and production runs increase.

Furthermore, a significant amount of the industry’s stock overhang
was utilised during the period, depleting stock at a market level and
improving order transparency.

The overall sector outlook remains challenging, with no sign of any
industry improvement in 2010. Depressed demand continues,
particularly in North America and Europe.

However, we are hopeful of increased interest within the newly
developing markets — sales in these areas will only replace some of
the lost demand from mature markets. It is only once these core
markets start to substantially recover however that we will be able
to increase production volumes to an economically attractive level.

Zero Emission Vehicles: Turnover of £15m (2008:
£25m)

Through its Smith Electric Vehicles brand, this division is now
acknowledged worldwide as the leading manufacturer of electric
commercial vehicles. Despite the tough trading environment, the
division stretched its lead over its nearest competitors during the
period, growing UK market share and making inroads into export
markets.

Sales throughout 2009 continued to be disadvantaged by the global
recession. The lack of funding available for leasing or contract hire
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as the means of financing for the majority of our customers, was a
major issue and impacted adversely on product sales.

Tanfield continues to focus on export sales into countries that offer
incentives to stimulate the demand for electric vehicles. The
company has appointed new distributors in Hong Kong, Southern
China and France, adding to existing dealers in The Netherlands and
the Republic of Ireland. We are also supplying an initial 10 Smith
Edison vans to Ford of Europe, which is a partner in a major trial of
electric vehicles in Germany.

In the UK, Tanfield was one of four producers of low carbon vans to
be selected for the Government's Low Carbon Vehicle Procurement
Programme. Tanfield has been commissioned to supply 67% of the
electric vans required for Phase One; more than double the
numbers supplied by its two main competitors combined. We
remain on schedule with the supply of 51 Smith Edison vans to
Sainsbury’s, for its online shopping delivery service in London.

We are now fully engaged in three research and development
projects, part-funded by the Technology Strategy Board, to improve
electric vehicle efficiencies. Tanfield is also working on a prototype
electric vehicle that incorporates a hydrogen fuel cell range
extender.

Tanfield’s associate company, Smith Electric Vehicles US Corp
(“SEVUS”), is now established as the leading supplier of electric
commercial vehicles in the North American market. SEVUS
continues to secure both private and public sector interest in
commercial electric vehicles, while winning substantial support from
US Federal agencies.

Other: Turnover of £1.4m (2008: £6.3m)

Tanfield’s Engineering business supplies sub-assemblies and
fabrications to the construction equipment sector. These customers
continued to experience a decline in sales during 2009, reflected in
lower turnover for this business unit.

Outlook

On the 10" of March the company announced that it had received a
non-binding, conditional offer from SEVUS for the Company's Smith
Electric Vehicle division. The Board granted a 4 month period of
exclusivity to SEVUS to finalise this offer and understands that
progress is being made in line with the proposed offer timeline and
key milestones.

The Board believes that 2010 will signal the return of growth in the
sales of commercial electric vehicles.

Worldwide demand for these products continues to increase and
the division entered 2010 with a healthy order book that is now full
through to the end of the summer.

The outlook for the Powered Access division remains challenging. As
we predicted, the major equipment rental companies have
confirmed they are unlikely to lift their moratorium on spend during
2010. Given that these customers account for an estimated two-
thirds of all global sales of aerial lifts, we expect the entire aerial
work platform market to remain depressed and highly competitive.

As we continue to focus on cash preservation, Tanfield is not
proposing to pay a dividend for the period. The directors believe
the business remains well positioned with a stable balance sheet
and zero debt.

FINANCE DIRECTOR’S REPORT

The Revenue for the year of £58.2m (down by £87.5m or 60% on
2008’s revenue of £145.7m) reflected the ongoing poor market
conditions suffered throughout 2009.

Whilst cost base reductions have been implemented wherever
possible, the low level of pricing, particularly in the middle of the
year, resulted in a Loss from Operations of £22.1m (2008 £88.3m).

Post tax losses of associate

In the year, SEV US was incorporated. As yet, SEV US has not been
profitable. The loss reported is limited to the costs of Tanfield’s
investment.

Operating expenses

Whilst the Other operating expenses total reported at £12m
remains the same as 2008, the 2008 figure benefited from foreign
exchange movements and a profit on the sale of property plant and
equipment. The net reduction excluding those items is £4m.

Restructuring costs
The majority of the restructuring costs were carried out during
2008. No significant one off costs were incurred in the period.

Impairment of assets

A further review of the carrying values of the assets was
undertaken. A further impairment of £600k was believed to be
necessary. Impairments in 2008 totalled £89.7m.

Loss from operations

The Loss from Operations in the period was £22.1m (2008 £88.3).
This was a trading loss, whereas the loss in 2008 arose from the
impairments.

Finance expenses

The increased interest cost of the period, excluding the interest rate
collar, of £567k (2008: £397k) was offset by the increase in the value
of the interest rate collar of £127k (2008 cost of £516k).

Loss before tax
Given the Operating Loss, the Loss before Taxation was £22.5m
(2008 £88.8m).

Taxation
Given the losses there was little tax payable. The deferred tax asset
assumptions remain the same so tax impact in the income
statement arising from adjustments to the deferred tax asset is
minimal.

Earnings per share
Loss per share was 28.9p (2008: Loss 119.5p). No dividend has been
declared. (2008: nil)

Net Cash

At 31 December 2009, the Group had cash of £5.4m (2008 £11.1).
Although the business has reported a loss in the period the
operating cash flow was neutral. The cash movement of £5.7m
resulted from the payment of £2.9m deferred consideration for the
Snorkel acquisition and £2.9m fully settling an Invoice Discounting
facility in Australia. The cash allows the business to trade without
exposure to financial covenants from banks or other institutions.



TANFIELD GROUP PLC FINANCIAL STATEMENTS

DIRECTOR’S REPORT

The directors submit their report and the financial statements of Tanfield
Group PLC for the year ended 31 December 2009.

Tanfield Group PLC is a public listed parent company incorporated and
domiciled in England and quoted on AIM.

PRINCIPAL ACTIVITIES

The company’s principal activity is that of a holding company. Tanfield
Group PLC is the parent company of a group engaged mainly in the
powered access, zero emission vehicle industries and engineering.

RESULTS AND DIVIDENDS

The financial result, for the twelve months to 31 December 2009 reflects
the continuing impact on the Tanfield Group plc of the decline in its
global markets and its response to that decline.

Turnover for the twelve month period fell to £58m from £146m for the
full year to December 2008. This reflects twelve months of very poor
trading conditions in 2009, where 2008 showed a marked decline after a
good start to the year.

The loss in the period of £21m arose from trading reflecting the poor
market conditions, where the 2008 loss of £89m was largely a result of
impairments.

As at the end of 2008, a review was undertaken of the carrying value of
assets in the Powered Access division but it was concluded that following
the impairments made in 2008 and current trading conditions, the values
included were still appropriate and no further impairments were
required.

The balance sheet remains robust, with net assets at the end of
December of £64m (£86m: December 2008). Net Current Assets were
£42m (2008: £62m) with cash balances in excess of £5.4m and no
borrowing. This demonstrates that the company has sufficient working
capital allowing it to work through the current trading conditions.

No dividend has been paid or proposed for the year (2008: £nil). The loss
of £21m (2008: Loss of £89m) has been transferred to reserves.

REVIEW OF THE BUSINESS

The year was dominated by the continuation of the very poor trading
conditions in our main markets and the company’s response to those
trading conditions.

A detailed review of the business is included in the financial and business
review on pages 4 to 5 including the KPIs on page 4.

FUTURE DEVELOPMENTS

The main focus in the short and medium term is one of managing through
the difficult trading conditions, taking all appropriate steps to minimise
costs and preserve cash while retaining skills and resources to respond to
any market improvements when they arise.

Management policies will continue to be reviewed in the light of changing
trading conditions.

POLITICAL AND CHARITABLE CONTRIBUTIONS
During the year, the group has made no political or charitable
donations (2008 - £nil).

FINANCIAL INSTRUMENTS

The Group’s financial instruments comprise cash, finance
leases and short term debtors and creditors arising from its
operations. The principal financial instruments used by the
Group are cash balances raised from share issues by the
company and are applied in financing the group’s fixed assets.
The Group has not established a formal policy on the use of
financial instruments but assesses the risks faced by the Group
as economic conditions and the Group’s operations develop.

MARKET VALUE OF LAND AND BUILDINGS

The directors are of the opinion that the market value of
properties at 31 December 2009 would exceed the net book
values included in the financial statements, but they are
unable to quantify this excess in the absence of a professional
valuation, the costs of which are not considered justifiable in
view of the group’s intention to retain ownership of its existing
properties for use in its business for the foreseeable future.

RESEARCH AND DEVELOPMENT

The Group maintains a development programme as continuity
of investment in this area is essential for the maintenance of
the Group’s market position and for future growth.

RISKS AND UNCERTAINTIES

The business is reliant on continued sales within its end
markets, the pricing levels in those markets and the continued
performance of its supply chain. These markets have been
subject to falling demand and future performance in those
markets is uncertain. The group buys the majority of its
powered access components and sells the majority of its
powered access products in US dollars. Whilst that allows a
natural hedge of those products, it does affect pricing in non
US dollar markets, adding to the uncertainty.

EVENTS SINCE THE END OF THE YEAR
There have been no significant events since the end of the
year.

DISABLED PERSONS

The group will employ disabled persons when they appear to
be suitable for a particular vacancy and every effort is made to
ensure that they are given full and fair consideration when
such vacancies arise. Where existing employees become
disabled, it is the Group’s policy wherever practicable to
provide continuing employment under normal terms and
conditions and to provide training and career development to
disabled employees wherever appropriate.

EMPLOYEE INVOLVEMENT
The Group encourages the involvement of its employees
through regular dissemination of information of particular
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DIRECTORS

The present membership of the board is set out on page 3. C. Billiet
resigned on 19 June 2009. J M Wooding was appointed on 19 June 2009.
J Pither was appointed on 22 Dec 2009.

All directors have the right to acquire shares in the company via the
exercise of options granted under the terms of their service contracts,
copies of which may be inspected by shareholders upon written
application to the company secretary. Details of the directors’ options to
acquire shares are set out in the Directors’ Remuneration Report on
pages 9 to 10.

POLICY ON PAYMENT OF CREDITORS

It is group policy to agree and clearly communicate the terms of payment
as part of the commercial arrangements negotiated with suppliers and
then to pay according to those terms based on the timely receipt of an
accurate invoice. The company supports and the UK based businesses
follow the CBI Prompt Payers Code. A copy of the code can be obtained
from the CBI at Centre Point, 103 New Oxford Street, London WC1A 1DU.

Trade creditor days based on creditors at 31 December 2009 were 87
days. (2008 — 77 days)

SUBSTANTIAL SHAREHOLDINGS

On 31 December 2009 the following held substantial shares in the
company. No other person has reported an interest of more than 3% in
the ordinary shares.

No. %
NORTRUST NOMINEES LIMITED 9,211,757 12.44%
TD WATERHOUSE NOMINEES (EUROPE) 6,759,775 9.13%
BARCLAYSHARE NOMINEES LIMITED 5,899,426 7.96%
HSDL NOMINEES LIMITED 4,811,349 6.50%
UBS PRIVATE BANKING NOMINEES LTD 4,325,962 5.84%
HSBC GLOBAL CUSTODY NOMINEE (UK) 3,884,940 5.24%
L R NOMINEES LIMITED 3,246,283 4.38%
HARGREAVES LANSDOWN (NOMINEES) 2,729,060 3.68%
PRUDENTIAL CLIENT HSBC GIS NOMINEE 2,607,898 3.52%
JAMES CAPEL (NOMINEES) LIMITED 2,569,923 3.47%

RRE Stanley holds shares of 7.5% which are held through nominee
companies.

DIRECTORS’ INTEREST IN CONTRACTS

No director had a material interest at any time during the year in any
contract of significance, other than a service contract, with the company
or any of its subsidiary undertakings.

AUDITORS

A resolution to reappoint Baker Tilly UK Audit LLP as auditors will be put
to the members at the annual general meeting. Baker Tilly UK Audit LLP
has indicated its willingness to continue in office.

concerns to employees.

To facilitate this, the company undertakes a Communications
Forum where all employees are represented by a colleague
within their department at regular meetings with senior
managers.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO
AUDITORS

The directors in office on the date of approval of the financial
statements have confirmed that, as far as they are aware,
there is no relevant audit information of which the auditors are
unaware. Each of the directors have confirmed that they have
taken all the steps that they ought to have taken as directors in
order to make themselves aware of any relevant audit
information and to establish that it has been communicated to
the auditor.

DIRECTORS INDEMNITY

Every Director shall be indemnified by the company out of its
own funds.

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

Director

28 May 2010
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CORPORATE GOVERANCE

Principles of Corporate Governance

The company is committed to high standards of corporate governance.
The Board is accountable to the company’s shareholders for good
corporate governance. The company has partially complied throughout
the year with the code of best practice set out in Section 1 of the
Combined Code 2008 (effective for periods commencing on or after 29
June 2008) appended to the Listing Rules of the Financial Services
Authority.

The role of the Board is to provide entrepreneurial leadership of the
company within a framework of prudent and effective controls, which
enables risk to be assessed and managed. The Board sets the company’s
strategic aims, ensures that the necessary financial and human resources
are in place for the company to meet its objectives and reviews
management performance. The Board sets the company’s values and
standards and ensures that its obligations to its shareholders and others
are understood and met.

Board Structure

During the year the Board comprised the Non-Executive Chairman and
Chief Executive, three other Executive Directors, and three independent
Non-Executive Directors. A fourth Non-Executive director was appointed
in December.

Board Role

The Board is responsible to shareholders for the proper management of
the Group. The Non-Executive Directors have a particular responsibility to
ensure that the strategies proposed by the Executive Directors are fully
considered. To enable the Board to discharge its duties, all Directors
have full and timely access to all relevant information and there is a
procedure for all Directors, in furtherance of their duties, to take
independent professional advice, if necessary, at the expense of the
Group. The Board has a formal schedule of matters reserved to it. Itis
responsible for overall group strategy, approval of major capital
expenditure projects and consideration of significant financing matters.
The Board met on six separate occasions in the year.

Appointment and Induction of Directors

The composition of the Board is kept under review with the aim of
ensuring that the directors collectively possess the necessary skills and
experience to direct the Group’s business activities.

Board Committees
The Board delegates certain matters to its two principal committees,
which deal with remuneration and audit.

Remuneration Committee

The Remuneration Committee comprises John Bridge (Chair) and Martin
Groak.

The Remuneration Committee determines and agrees with the Board the
framework of remuneration for the Executive Directors. The Board itself
determines the remuneration of the Non-Executive Directors.

There was one remuneration committee meeting in the period which was
fully attended.

The report on Directors’ remuneration is set out on pages 9 to 10.

Audit Committee

The Audit Committee comprised the Non-Executive Directors Martin
Groak (Chair), Jerry Wooding and John Bridge. Meetings are also
attended, by invitation, by the Group Finance Director.

The Audit Committee is responsible for:

e Reviewing the scope of external audit, to receive
regular reports from Baker Tilly UK Audit LLP.

e  Reviewing the half-yearly and annual accounts prior
to their recommendation to the Board.

e  Reviewing the Group’s internal financial controls
and risk management systems and processes.

e Making recommendations on the appointment, re-
appointment and removal of external auditors and
approving the terms of engagement.

e  Reviewing the nature of the work and level of fees
for non-audit services provided by the external
auditors.

e Assessing the independence, objectivity
effectiveness of the external auditor.

and

The committee met on two occasions during the year and
they were fully attended.

Internal Control

The Board has overall responsibility for the Group’s system of
internal control and risk management and for reviewing the
effectiveness of this system. Such a system can only be
designed to manage, rather than eliminate, the risk of failure
to achieve business objectives and can therefore only provide
reasonable, and not absolute assurance against material
misstatement or loss.

The Board are of the view that due to the current size and
composition of the Group, that it is not necessary to establish
an internal audit function.

Relations with Shareholders

The Company values its dialogue with both institutional and
private investors. Effective two-way communication with fund
managers, institutional investors and analysts is actively
pursued and this encompasses issues such as performance,
policy and strategy.

Private investors are encouraged to participate in the Annual
General Meeting at which the Chairman presents a review of
the results and comments on current business activity. The
Chairmen of the Audit and Remuneration Committees will be
available at the Annual General Meeting to answer any
shareholder questions.

Notice of Annual General Meeting will be issued in due course.

Going Concern

The directors confirm that they are satisfied that the
Company and Group have adequate resources to continue in
business for the foreseeable future. For this reason, they
continue to adopt the going concern basis in preparing the
financial statements.

Darren Kell
Chief Executive 28 May 2010
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DIRECTORS REMUNERATION REPORT

Remuneration committee

The company has established a Remuneration Committee which is
constituted in accordance with the recommendations of the Combined
Code. The members of the committee are JN Bridge and M Groak who
are both non-executive directors and the committee is chaired by JN
Bridge.

In determining the directors’ remuneration for the year, the committee
consulted the Chief Executive DS Kell and the Finance Director CD Brooks
about its proposals.

Remuneration policy

The policy of the committee is to reward executive directors in order to
recruit, motivate and retain high quality executives within a competitive
market place.

There are four main elements of the remuneration packages for
executive directors and senior management:
e  Basic annual salary (including directors’ fees) and benefits;
e Annual bonus payments;
e  Share option incentives; and
e  Pension arrangements.

Basic salary

Basic salary is reviewed annually in March with increases taking effect
from 1 April. In addition to basic salary, the executive directors also
receive certain benefits in kind, principally private medical insurance.

Annual bonus

The committee establishes the objectives which must be met for each
financial year if a cash bonus is to be paid. The purpose of the bonus is to
reward executive directors and other senior employees for achieving
above average performance which also benefits shareholders. No
bonuses were awarded or paid in relation to 2009 (2008: £nil)
performance.

Share options

The executive and non executive directors have options granted to them
under the terms of the Share Option Scheme. There are no performance
conditions attached to the share options. No share options were
awarded in 2009 (2008: nil).

Pension arrangements

Executive directors are members of a money purchase pension scheme
to which the group contributes. Their dependants are eligible for
dependants’ pension and the payment of a lump sum in the event of
death in service. No other payments to directors are pensionable.

Directors’ contracts

It is the company’s policy that executive directors should have
contracts with an indefinite term providing for a maximum of
one year’s notice. In the event of early termination, the
directors’ contracts provide for compensation up to a
maximum of basic salary for the notice period.

Non executive directors

The fees of non-executive directors are determined by the
board as a whole having regard to the commitment of time
required and the level of fees in similar companies.
Non-executive directors are employed on renewable fixed term
contracts not exceeding three years.

Board changes

On 19 June 2009 Colin Billiet stepped down as a non executive
director and was replaced by Jerry Wooding.

On 22 Dec 2009 John Pither was appointed as a Non executive
director and made Chairman on the 1 Jan 2010. Roy Stanley
stepped down as Chairman on 1 Jan 2010.

Directors interests

The interests of directors holding office at the year end in the
company’s ordinary 5p shares at 31 December 2009 and 1
January 2009 are shown below:

Number of shares

2009 20082
RRE Stanley 5,553,858 5,553,858
DS Kell 340,000 340,000
CD Brooks 22,491 22,491
BJ Campbell 22,395 22,395
GE Allison 20,841 20,841
JN Bridge 20,508 10,508
M Groak - -
JM Wooding - -
Total 5,980,093 5,970,093

3 or comparative purposes the number of share at 1 January have been restated to
account for the 5 for 1 share consolidation.

The directors, as a group, beneficially own 8% of the company’s
shares.

All directors have the right to acquire shares in the company via
the exercise of options granted under the terms of their service
contracts, copies of which may be inspected by shareholders
upon written application to the company secretary.






