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*Adding more

We are Europe’s leading provider of Private Label household
and personal care products

For us, the key to thriving in our dynamic markets is to set the
standards, not merely follow them. With our know-how and
commitment, we remain aligned with the evolving needs of our
customers and our markets It I1s this close, proactive relationship
that keeps us right at the top of the Private Label sector.

Our dedication to the sustained growth of Private Label category sales
has kept us busy this year. Behind the label, we have been adding:

*More growth
*More innovation
*More scale

*More efficiency
*More sustainability

In the following pages, we'll look at each of these areas
in detail, revealing some of the stories behind the results.
Read on to find out more...




*Growth

Building share by focusing on growth product categories

We are dedicated to increasing shareholder value and achieving this is
linked to medium-term growth. To us, growth revolves around capitalising
on two major opportunities: driving the popularity of Private Label as a
whole, and increasing our own share of the market. Over the past year, we
have identified the greatest potential in the following product categories:

> Automatic dishwashing tablets
> Specialist cleaners

> Liquid laundry detergents

> Air care

> Personal care

We believe these categories offer the most attractive prospects
for medium-term growth - and we are harnessing this potential
through innovation.

How we are growing our business

Breakdown of Group revenue % °
Growth categaries 15 0 /o

47°/o Expected increase in automatic dishwashing
revenues fallowing acquisibon of Henkel's
Other products European Private Label heusehold praducts
business
53%
Private Label breakthrough Air care expansion
As the popularity of Private Label spreads across The air freshener sector continues to grow In
Europe we have been behind some impressive papulanty and diversity with an ever-increasing
firsts Working with French supermarket group array of formats available from sprays gels and
Systermne U we developed a new premium range hiquids to electric timed-release products Today
of Private Label laundry products including choice of product 1s no langer just about funconality
taundry powders liquids tablets and sachets — it reflects changing consumer Ifestyles
Taking advantage of changes in legislation Inthis market McBnde has launched a range
Systeme U was the first retailer to screen an of new products combinsng air care components
advert for Private Labe products an French TV and systems from China with locally produced

aerosols Over the past 12 months this has resuited
At just past midnight an 1 fanuary 2007 French TV 1n a 10 percentage point market share gain for
broadcast the advert promoting Systeme Us 3 itre  Prvate Label in the UK timed-release sprays market
prermum laundry liquid — produced by McBnde
This partnership led to growth in McBrides sales  Recent launches of Private Label odour
of laundry iqud products to Systéme U of around  neutralising sprays in Europe are also proving
65% (n the year to 30 June 2007 extremely succeassful




*Innovation

Applying fresh thinking to support growth

Innovation is the lifeblood of our business. It gives us our commercial
edge and drives our success. We are constantly looking for new
ways to improve and refine our products to meet consumer trends.
Among other successes this has included:

> Developing new packaging and delivery systems
> Creating more effective formulations

> Widening the applications of our products

> Delivering more compact products

These innovations meet emerging customer demands for improved
hygiene, greater convenience and environmental sensitivity. Our
increasing scale ensures we are able to dedicate more resources
than ever to driving new product development and innovation.

Innovation is what sets us apart; it is a crucial commitment

as we extend our reach.

How we are applying innovation

The nse of “trigger’ cleaners

The tngger format for household cleaners 15 a
relatively recent concept This imtial innovation
based on prowviding greater consumer
convenience has been followed by further
innovatian as the range of applications has
expanded to include oven kutchen shower
bathroom and anubactenal cleaners and specific
cleaners for glass carpets and stainless steel

McBride has consistently applied novel thinking in
developing 1ts market position for this delivery
forrmat and we now have an estimated 15% share
of the combined pan-European branded and
Private Label market for trigger cleaners

Innovatve tngger and refill® cnn:ept*
For us mnavation 1s net just about new preduct
formulations it encompasses the whole product

offer iIncluding packaging production and markeung

The new trigger and refill bottle concept developed
in our Itahan business 1s an exaiting example
of this thinking

Each product ncludes an innovative snap-off
refill pack contawning a concentrated version

of the cleaner It means once finished the bottle
can be refilfed 2nd used a second tme = saving
on packaging costs and benefiting the environment.
Woe are now laoking at more ways to maximise the
potential af this innovative packaging format

Increasing hygiene awareness

Home hygiene 1s an increasingly important issue
as reflected in the recent growth of antibactenal
cleaners We have capitalised on this trend by
adding value to the sub-sector - focusing heawily
on the benefits of high perfermance antubactersal
c'eaners This 18 a fast-growing sector and a clear
opportunity for us Last year Private Label cleaners
accounted for 11n 3 of all UK household eleaners
purchased




*Scale

Increasing scale brings business benefits

We are already Europe’s leading provider of Private Label household
and personal care products. And last year we reinforced our position,
expanding in targeted European markets both organically and through
acquisition. This growth in scale enables us to:

> Enhance manufacturing efficiencies
> Extend new product innovation

> Strengthen customer relationships
> Share operational best practice

> Leverage greater purchasing power

The recent acquisitions of both Dasty Italia and Henkel's European Private
Label household products business have hugely strengthened our position
In key growth markets... and we have plans for further expansion.

Increasing our scale allows us to sharpen our competitive edge,
which in turn supports our strategy for growth.

How we are extending our scale

Acquisition of Dasty [talia

We acquired this growing producer of specialist
cieaners to ackweve a step change in the scale
and efficiency of our European specialist cleaners
business and to create the market leader initalian
Private Label household products We have also
benefited from Dasty Italias complementary
product range and its strength in the rapidly
growtng Itallan discount sectar

Acquisition of Henkels European Private Label
household products business

This significant acquisition has provided us with
the leading European facility for Private Label
automatic dishwashing products and a platform
for growth in the German market. Our Luxembourg
factary has one of the largest production
capabilities for automatic dishwashing tablets in
Europe and Is ideally located to serve our core
European markets

Expanding persenal care capacity

Our persaonal care business continues to deliver
strong organic growth We are now investing to
further expand capacity and reduce costs at our
leper factory - both are key to aur continued
growth and efficiency



*Efficiency

Improving efficiency to sharpen our competitive edge

Continuous improvement s at the heart of our culture, whether it is
through embracing new technologies or individual development. In the
past year, our key focus area has been improving our efficiency and cost
profile and we have taken significant steps in this area:

> Enhancing manufacturing processes
> Improving labour productivity

> Focused capital investment

> Greater employee engagement

> Optimising procurement sourcing

Across the Group, hundreds of initiatives, large and small, are continually
enhancing our performance. Our SAP information systems support these
initiatives and enable us to benchmark how we are improving across

the Group.

This unrelenting focus on efficiency ensures we remain a competitive
and sustainable business.

How we are enhancing efficiency

£15m

Value of matenals sourced from the Far East
inthe year to 3% June 2007 representing a 100%
increase an the pnor year

Labour productivity improvemernt

Our Western Continental Europe business
invested sigrificantly in factory autamation
and efficiency to increase capacity flexibility
and productmty End of ine automation
including case packers auto palletisers and
automatic shnnk wrappers have all contributed
to the achievement of sigmificant labour
praductnnty gains in the business

Targeting waste

We are cortinually monitoring sur preduction
processes and looking For ways to reduce waste
Iniatives in mixing filling and bettle blowsng have
all helped improve manufactuning efficencies and
product yields These have meant that despite
manufactunng increased volumes in our factories
last year total sofid waste fell by B% and the amount
of waste relative to productien reduced 14%

Cne example of improving waste efficency
resulted from shared knowledge across the Group
that delivered significant process improvements
at product changeovers and has played a key role
In reducing waste at our Estaimpuis factory by
almaost 70% (n the fast two years

Alternative sourcing of materials

In 2006 the Group opened an office in Hong
Kang to enhance its abulity to source raw matenals
product components finished products and
machinery at competitive prices fram Asia
Sourcing of matertals from Asia 15 expected to
play an increasingly important rale in the Groups
averall cost management actvities




*Sustainability

Setting a vision for long-term sustainable development

We have a clear set of principles that cover all areas of our work,
from the environment and health and safety, to how we treat our

people, the communities in which we operate and our other
stakeholders. Over the past year we have:

> Improved energy efficiency

> Reduced waste levels

> Enhanced employee participation
> Increased use of recycled materials
> Expanded compact and concentrated product ranges

Ultimately, our business success is linked to improvements in this
much wider context. Understanding our external impact s not just
essential for the environment, it is also important for improving
our own efficiency and cost-effectiveness.

These corporate values are more than purely principles
— they define who we are and where we are going.

How we are achieving sustainability

Boosting energy efficiency

Enhancing our energy efficiency 1s essential if we
are ta both reduce our environmental impact and
manage our aperating costs Since we started
measuring energy effictency four years ago we
have made steady advances - improving energy
efficiency by 14%, despite a significant growth in
production of bottles blown in house Last year
alane our energy efficiency improved 6%

Recent examples of our ongoing drve to enhance
energy efficiency are investments in our Bradford
Burnley Middleton and Sallent sites to replace old
arr compressor equipment with modern maore

energy efficient variable speed drive compressors

Packaging reduction

We are the first major Private Labet manufacturer
to sign up to the Waste and Resources Action
Programmes (WRAP) Courtar!d Commitment
Launched in 2005 this commitment aims to
achieve absolute reductions i packaging waste
by March 2010 As part of our involvement

we have been introducing more hightweight
bottles reviewing cap design and reducing
outer packaging

These steps will make our packaging more

eco Fnendly and help reduce overall carbon
emissions |mual projects have already identified
savings of over 300 tonnes of plastic waste
within the first year

Product compaction and concentration®

We are actively developing more concentrated
praducts to help reduce dosage levels without
compromising performance This brings numerous
environmenta) benefits reducing the use of
packaging and raw matenals In recent years we
have made substantial progress in this area

For example in faundry powders we have reduced
the standard dosage from 135 grams per wash in
1998 to 100 grams last year and a new product
promises 2 further reduction to 80 grams whilst
maintaining washing performance We are now
applying this campaction philosaphy across

the whole laundry cateqory to reduce desage
levels pack size packaqing and our ¥mpact an
the environment
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Overview of the year

Performance highlights

Key financial trends

(1) Figures are calculated before amortisation of goodwill and exceptional items under UK GAAP and before amortisation of intangtble assets and exceptional items under IFRS

Growth product categories

Automatic Specialhst cleaners Liquid laundry Air care Personal care
dishwashing tablets detergents
Cautionary statement No assurances can be given that the forward-loaking statements in this Annual

This Annual Report has been prepared for the shareholders of McBride plc

as a body and no other persons Its purpase is to assist shareholders of the
Company to assess the strateqies adopted by the Group and the potential far
those strategies to succeed and for no other purpose The Company s directors
employees agents or advisers do not accept or assume responsibility to ary
other persan to whom this document 1s shown or into whose hands it may

come and any such responsibility or hability is expressly disclaimed

This Annual Report cantains certawn forward locking statements that are subject
ta risk factors associated with. amongst other things the economic and business
cwcumstances occurning from ume to bme In the countries sectors and markets
inwhich the Group operates ltis believed that the expectations reflected i these
statements are reasonable but they may be affected by a wide range of vanables
which could cause actual results to differ matenally from thase currently anticipated.

02 McBride plc Annual report and accounts 2007
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Report will be realised The forward looking statements reflect the knowledge and
information avattable at the date of preparation of this Annual Report and the
Company undertakes no obligation to update these forward-looking statements
Nothing in this Annual Report should be construed as a profit forecast

Directors’ report

Pages 6 to 47 mclusive of this Annual Repart comprise a Report of the Directors
that has been drawn up and presented in accordance with English company law
and the habilities of the Qurectors in connection with that report shall be subject
to the limitatians and restnctions provded by such law in particular Dwectors
would be liable to the Company (but not to any third party) if the Threctors report
contans ervors as a resu't of recklessness or knowing musstatement or dishonest
concealment of a matersal fact but would not atherwise be hable




Overview of the year

Highlights of the year
> Total revenue up 10%

> Adjusted operating profit up 11%%

> Adjusted basic earnings per share up 10%
> Return on capital employed of 22.1%%

> Total dividend per share up 10%

> Return to organic growth in Western
Continental Europe

> Significant acquisition activity particularly
strengthening Western Continental
Europe business

(1) Before amortisation of intangible assets and exceptional tems

Group key performance indicators®

Organic revenue growth Return on capital employed Waste efficiency
+2% 22.1% 0.8%
2006 -1% 2006 243% 2006 09%
Adjusted basic earrungs per share Customer service level

13.0p 97%

2006 118p 2006 97%

(1) For a mare detailed description of the Group key performance indicators (KPIs) and haw they are calculated see page 10 Year onyear trends in the KPIs are discussed
n the Chief Executives review the dmsional reviews and the Group financial review on pages B to 22 and the Corporate Sccial Responsibility report on pages 28 to 29
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Overview of the year

Our business

We are Europe’s leading provider of Private Label household

and personal care products, developing, producing and selling

our products to leading retailers primarily in the UK and across
Continental Europe. We manage the business through three divisions
- UK, Western Continental Europe and Eastern Continental Europe

— with sales in all major European markets and many beyond.

No.l

in Private Label household
and personal care in Europe

Our product range

Household products Personal care products

Textile washing Household tleaning Body care Hair care

= washing powders tablets * all purpose cleaners * bath and shower gel + shampao
liquids and sachets * trigger cleaners * hquid soap = conditioner

= fabric conditioner * specialist cleaners + deodorant + hair sprays

* anti-calc products = toilet cleaners = skin care = styling aids

* laundry aids = bleach * baby care

Dishwashing AIr care Mens grooming Oral care

« machine dishwash = aerpsol » shaving gel * toothpaste
products + timed release « shaving feam * mouthwash

* rinse aids * gels

» after shave

= washing up hquid * plug-ins

« men s deodorant

UK

The largest provider of Private Label
household and personal care products
in the UK, supplied pnmarily to major UK
retail chains such as Aldi, Asda, Co-op,
Marks & Spencer, Morrisons, Sainsbury,
Tesco and Waitrose

Share of gross segmental revenue
46% £277Tm

I
Western Continental Europe

The largest provider of Private Label
household and personal care products
in Western Continental Europe Major
geographic markets include France,
italy, Germany, Spain, Belgum and

The Netherlands Customers include
Aldi, Auchan, Carrefour, Casino, Denner,
DM, Edeka, Eurosptn, Intermarché, Lidl,
Metro, Plus, REWE and Systéme U

Share of gross segmental revenue
50% £304m

Eastern Continental Europe

A major provider of Private Label
household and personal care products

1n Eastern Continental Europe with major
geographic markets including Poland,
Czech Republic, Hungary, Russia, Slovakia
and Ukraine Customers include Jerommo
Martins, Metro and Tesco

Share of gross segmental revenue
4% £25m

04 McBride plc Annual report and accounts 2007
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Overview of the year
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Directors’ report - Business review

Chairman’s statement

“| have taken this role at an exciting time in

the Group's development. During the last
12 months, the Group has expanded its
scale of operations considerably”




Directors’ report ~ Business review

| am dehghted to be wnting to shareholders for the first time as
Chairman of McBnde | have taken this role at an exciting time in
the Group’s development. Duning the last 12 months, the Group has
expanded its scale of operations considerably, partly through organic
growth but also through acquisition, most notably of Dasty Italha
and Henkel's European Private Label household products business
These strengthen the Group’s position in carefully targeted
geographies, products and distribution channels

Strategy
Creating shareholder value 15 our prionty

Private Label household and personal care products offer attractive
and sustainable growth potential across Europe McBride 1s the
largest participant i these markets and its strategy is based on
stimulating further growth n these markets, particularly through
focusing on identified growth product categories, category
development in partnership with our customers and innovation
Combined with our operational capabilities, relentless focus on
wmproving efficiency and a strong commitment to high-performance
leadershup and culture, this provides a strong platform to develop
the business for the benefit of all our stakeholders

Results and dividend

Revenues increased by 10% to £592 0 million (2006 £540 1m)
Profit after tax attnbutable to shareholders, before amortisation
of intangible assets and exceptional items, increased 10% to

£231 millkion (2006 £21 Om) whilst, on the same basis, earnings
per share (EPS) increased 10% to 13 0 pence (2006 11 8p)
Reported profits and EPS increased at higher rates primanly
reflecting lower exceptional items tn the current year The Group's
conbinued strong cash-generative charactenstics have resulted in
the Board recommending an increase of 11% in the final dvidend
to 39 pence per share (2006 3 5p), giving a total dvidend per
share of 56 pence {2006 51p), up 10%

Board

At the end of June 2007, Lord Allen Sheppard retired from the
Board, having been Chairman since the Group's creation in 1993
Allen made a huge contnibution to the Group’s growth and
development aver many years and leaves us well placed for the
future On behalf of everyone at McBride, | would hike to thank
Allen for his commutment and leadership and express aur best
wishes for the future

Communicating with shareholders

We aim to stay in contact with shareholders to ensure they
understand the strategy we are pursuing for the business
The format of this annual report 1s intended to improve the
qualty of information we provide and includes the key
performance indicators (KPIs) that we consider in assessing
Group and dwistonal performance

In a further step to make our shareholder communications more
effective, we mtend to take the opportunity provided by new
legislation to make electronic communications the prmary means
of distnbuting our annual report and other shareholder information
For shareholders this should provide increased flexibility regarding
how and when to access information as well as greater speed and
secunty In distnbution It will also enable shareholders to share

in our commitment to reduce our environmental impact More
details about the practical implications of these proposals and

a resolution to enable their implementation is included in the
enclosed notice of annual general meeting (AGM) and we hope
that you will support us and vote in favour of the relevant
resolution at our forthcoming AGM

Outlook

The Group has made a satisfactory start to the new financial year
With continued focus on efficiency and organic growth, good
progress should be made in the current year. in kne with the
Board's expectations Market conditions remain very competitive,
particularly as raw matenal costs continue to increase Our recent
acquisitions are delivening the expected increase in financial and
operating scale and present opportunities to extract additional
valye from synergie:

lain Napfer
Chairman
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Directors' report - Business review

Chief Executive’s review

“This has been a year of significant
development and achievement for the
Group, including a return to broad-based
organic revenue growth”




Directors’ report — Business review

Overview

This has been a year of significant development and achievement
for the Group, including a return to broad-based organic revenue
growth The Group also maintained operating margins in

a challenging input cost environment and mncreased profits,
eamings per share and dvidends at the same time as completing
five value enhancing acquisitions

We have a clear strategy in place to capitalise on the attractive
opporturities we see 1n our end markets to continue delivering
value for our shareholders, customers and other stakeholders -
not just in the short term but consistently for many years to come

Markets
McBnde operates in large and growing markets

The West European household and personal care markets

had a combined value of £48 bilion (at retall selling pnices)

in 2006 and they grew at 1 8% and 37% per annurm respectively
in the five years to the end of 2006 These trends are expected
to continue McBrde's specific Private Label markets have
consistently outperformed the overall household and personal
care markets, growing by 4 8% and 51% per annum respectively
across Western Europe in the five years to the end of 2006

Within McBnide's overall markets, there are specific product
categories and geographic regions that have particularly
attractive dynamics and the Group 1s focused on many of
these to drive superior growth

In househeld products, automatic dishwashing products have
delivered consistently strang growth - 6 8% per annum across
Western Europe in the five years to 2006 - driven by the trend
of increasing penetration of automatic dishwashing machines
i homes Abave average market growth has accurred over

the same peniod in other household product categonies such

as arr care and household cleaners, dniven by factors such as
convenience and hugh levels of product innovation Personal care
products also have a well-established record of supenor growth
relative to household products, having grown at 3 7% per annum
across Westemn Europe in the five years to the end of 2006

The countries of Central and Eastemn Europe are enjoying
outstanding growth in both the househald and personal care
markets, which had a combined value of £11 6 billion (at retail
selling prices) in 2006 Over the five years to the end of 2006,
these markets grew at 12% per annum, the high growth reflecting
increasing disposable incomes, growing consumer affiluence and
aspiration and intense focus from industry participants High
growth is forecast by market analysts to continue McBride has
been present in these markets for many years and has benefited
from these overall market dynamucs McBnde will be looking to
capitalise further on the exciting growth potential in these
markets in the coming years

{Source of market data Euromonitor market sizes and growth rates based on sterling
figures using actual exchange rates )

Strategy and objectives

McBnde has a well-defined strategy for enhancing shareholder
value At its care, it 15 to lead the growth of Private Label
household and personal care products \n Europe

As the largest Private Label producer in these markets, m order
to deliver against this strategy we need to demonstrate real
commercial leadership continuously This means developing and
mamntaining close partnerships with our customers as well as a
consistent and intimate understanding of our geographic and
product markets We must alsa have clanty of purpose in focusing
on the most attractive opportunities

In terms of our customers, the focus 15 increasingly on dewsing
and implementing Private Label category development plans that
drve Private Label growth within their businesses We are focusing
on all retall formats including the convenience and discount sectors

We have identified five product categories - automatic
dishwashing tablets, specialist cleaners, laundry hquids, air care
and personal care - that we believe offer the greatest medum
term growth prospects

Innovation and new product development are the hfeblood
of our business Qur resources are focused on the key
themes of improving the convenience and environmental
performance of our products as well as developing more
premium preduct ranges

Allied to commeraial leadership we must deliver outstanding
sustained operational performance that positions us as our
customers’ partner of choice This means a relentless focus on
delivening consistently excellent customer service levels It also
requires continuous attention to reducing costs by leveraging
our scale, mproving efficiency and intense cost management
focus as well as ensuning the sustainabihity of our activities

Where appropnate, acquisitions of complementary businesses
are considered when they help to accelerate the fulfilment
of the Group’s strateqic cbjectives

The year to 30 June 2007 was a successful one for McBride
but in our fast-paced business environment we must always
be looking forward, looking to capitahse fully on the most
attractive opportunities we have identified whilst actively
managing challenges as they anse

To achieve this we are further stepping up the intensity with
which we manage the busimess, reflected in the broader range
of business objectives we have set ourselves for the coming year
> Improve customer partnership and service, category
development and product innovation,
> Deler further improvements in efficiency and reduction
In costs,
> Target our identified growth product categories,
> Further mprove performance in Western Continental Europe,
> Accelerate growth in Eastern Continental Europe, and
> Take advantage of further suitable acquisiion opporturities
as they anse

McBrida plc Annual reaport and accounts 2007 09
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Directors’ report — Business review

Chief Executive’s review continued

Key performance indicators
McBride uses a number of key performance indicators {KPIs) to measure its performance and progress agamst its strateqic objectves

The most important of these KPIs focus on the five key areas of organic revenue growth, earnings per share, return on caprtal employed,

customer service level and waste efficiency Details of the Group’s performance against these KPls can be found on pages 11 to 22 and

28 to 29 They are also summansed on page 3

Organic Adjusted basic Return on Customer

KPI revenue growth earnings per share  caprtal employed service level® Waste efficiency®™

Target We strive to achieve We seek to provide We endeavour We aim to fulfil We target annual
year-on-year growth centinuaus growth to provide a return customer orders in improvements in
inunderlying revenue N earmings per share oncapital to our the correct volumes the waste efficency
across all businesses shareholders in and within the agreed  of our business
that are part of excess of our cost timescales
the Group of capital

Reason for target Demonstrates the Provides a clear Measures the Allow us to maintamn Provides a key
ability of the business  indicator of the efficency withwhich  and enhance the benchmark for
to delwer long-term Group’s success new cash 15 invested quality of the assessing Group's
growth without N Increasing and through which Group's customer success in both
relying en external shareholder value existing capital relationships, optmising efficency
factars such as from a combination delivers profit providing a strong and reducing its
acquisitions and of organic growth, Enables companison basis for future environmental
exchange rate acquisitions and wath Group's cost development of impact
movermnents cost efficlency of capital those relationshups

Measure Reported revenues Profit attnbutable Operating profit Volume of products Tonnes of waste

adjusted to take to shareholders before ameortisaton delivered in tha relative to total
account of before amortisation of Intangible assets, correct volumes production tonnage
acquisiions and of intangible assets exceptonal items and and within agreed
disposals and and excepaional tax as a percentage of timescales relative
currency exchange items dwided by the net assets excludm to the total volumes
rate movements number of shares 4 ordered by custorners
{nIssUe net debt
Reported on In this business review
Group v v v v v
UK v
WCE v
ECE v

(1} Customer service level and waste efficiency exclude the acquisibons of Schneider Dasty Italta Henkels European Private Label househoid products business and Darcy Industries
WCE Western Continental Europe
£CE Eastern Continental Europe
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Business performance

Introduction

Qur sigruficant achievements in the year reflect successful
execution against the objectives we set ourselves and

the outstanding dedication of all our people in making
McBnde successful

Most notably, the performance of our existing Western
Continenta! Europe business improved after a difficult peniod

in its main French household products market The improvement
reflects decisive management action to return to top-hne growth,
exit unprofitable activities and enhance operating efficiencies We
delvered above market organic reveniue growth in personal care
and {tahan and Spanish household products and saw a return to
growth in French household products in the second half Further,
profits, margins and return on capital emplayed were higher

in the second half due to the underlying business and the
contnbution of recent acquisitions

Our other businesses also performed well Eastern Continental
Europe saw strong double-digit organic revenue growth The UK
delivered higher revenues and profits, driven by the contnbution
from acquisitions and improved organic revenue growth of 3%

Performance against objectives

Each year, we establish various objectives to support delivery
of our strategy A summary of progress made against the
objectves set for the year ended 30 June 2007 is set out below

Delver more orgamic growth across the Group

The Group delivered 2% organic revenue growth in the year ended
30 June 2007 compared to minus 1% in the pnor year Geographically,
strong organic revenue growth was maintained in Eastern
Continental Europe and the rate of growth improved i the UK
and Western Continental Europe Organic revenue growth rates
also mproved from a product perspective, across both household
and personal care products

Group key performance indicator
Organic revenue growth

+2%

2006 -1%

Capitahse on opportunities to strengthen market position
through acquisition

The Group completed two major and three ‘bolt-on’ acquisitions,
enhancing its position in targeted geographues, products and
distnbution channels

Invest in commercial leadership

We enhanced customer management across the business,
most notably in Western Continental Europe and Eastern
Continental Europe

Contimuous improvement in operating efficiencies and costs
Labour productmty was enhanced, particularly in Western
Continental Europe In addition, the Group was successful agan
in leveraging its overheads with its administrative costs increasing
by anly 6% in the year ended 30 June 2007, well below the rate of
revenue growth

Commercial leadership

Our focus on the growth product categones of automatic
dishwashing tablets, specialist cleaners, laundry liquids, air care
and personal care produced organic revenue growth in these
categories well ahead of the Group average These product
cateqones accounted for nearly half of Group revenue in the year

In terms of our customers, we made good progress with selected
customers in developing stronger partnerships to drive Private
Label growth within their businesses Where we achieved this
more active marketing of their Private Labe! household and
personal care product ranges, encouraging results were seen
with increased volumes and new business wins We have also
put sigruficantly more resources closer to aur customers through
dedicated country and customer teams across our three businesses

Innovation and new product development are the lifeblood of
our business and are ertical to supporting McBnde's future growth
QOur resources are focused on the key themes of improving the
convenience and environmental perfarmance of our products
and developing more premium product ranges Developments

in the environmental arena are broad, ranging from improving
product compaction, increasing the use of recycled matenals in
our products, reducing packaging and making our products more
ecologically sensitve In particular, the year saw the launch of a
record number of ecologically sensitive products for a number
of UK retailers

Operational leadership

Customer service 1S our main operational prionty and a highly
visible benchmark that influences directly our ability to maintain
commercial leadershup and support the Group's overall growth
strategy We measure our success in this area by reference to
success in delivering products ordered by customers in the
correct volumes and within agreed timescales McEnde sells
over 13 bilion products each year and in 2007 senace levels
were consistent with the prior year at 97%, with a particularly
good performance in the second half which saw service levels
reach 98%

Group key performance indicator
Customer service level

97%

2006 97%
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Directors’ report - Business review

Chief Executive's review continued

Our focus on cost reduction 1s built on a culture of continuous
improvement with a broad range of current imbiatives, such as
alternative sourcing of matenals, improving labour preductivity
and enhancing other operating efficiencies such as energy
efficiency and levels of waste

In 2006 the Group opened an office in Hong Kong to enhance

its ability to source raw matenals, product components, finished
products and machinery at competitive prices from Asia Sourcing
of matenals from Asia 1s expected to play anincreasingly important
role in the Group's overall cost management activities

Significant advances were made in labour productivity in our
Western Continental Europe business, driven by investments

to increase automation that enabled headcount to be reduced,
as well as continuous improvement actvities assisted by greater
employee engagement

Enargy efficiency also improved, by around 6% year on year
We also continued to benefit from the ongoing move towards
more compact and concentrated products As well as helping
enhance profitability, these developments illustrate our strong
commitment to improving the long-term sustamability

of our business

Acquisitions

Duning the year we made five acquisitions that strengthen

the Group’s position in our identified growth product categories
and our targeted geographic markets and distnbution channels,
in particular transforming our Western Continental Europe
business The most impertant of these were the acquisitions

of Henkel's European Private Labe! household products business
and Dasty Itaha

The acquisition from Henkel 1s based mainly on a major
automatic dishwashing (ADW) production facility in Luxembourg
It transforms our ADW capability on a Group-wide basis It also
provides a platform to develop further our presence in Germany
The acquisition also includes a smaller specialist cleaners
business in the UK Dasty itaha doubles our scale in ltaly, one

of our fastest growing household products markets, and brings
additional expertise in specialist cleaners These acquisitions
have also significantly increased our penetration of the discount
retail sector The other acquisitions 1n the year were Coventry
Chemicals and Darcy Industries in the UK and Schneider

in Poland

The acquisiions were debt-financed so before the end of the
year, the Group, with the support of its bankers, increased its
committed debt faciliies to £150 million, on no less favourable
terms, to reflect the increased scale of the business and provide
flexibility to make further acquisitions should surtable
opportunities arse

These acquisitions are expected to enhance eamings per share,
before amortisation of intangible assets and exceptional items,
in the first full inancial year of ownership and overall they are
performing in line with plan

In addition, there are significant opportunities to extract
incremental value from these acquisitions These will be balanced
towards cost synergies in the near term Areas of particular focus
wll be improving raw matenial procurement costs, increased
internat bottle blowing and reconfiguning our manufacturing
capabilities to opumise production efficiency

Reconfiguring our manufactuning capabilities has commenced
with some praoduction having moved between acquired and
existing sites to enhance efficiencies We expect further
opporturities to arise as the new financial year progresses

People

Qur business succeeds because of the dedication of our
employees Itis ther deterrination and hard work that create
value for our shareholders This year has been particulary notable
with us welcoming a large number of new people into the
business as a result of our sigruficant acquisition actaty We are
working very hard to ensure that we get the best out of our
people through continucus improvermnent in the quality and depth
of our management and by setting clear expectations of the
performance that the business expects from all employees
Sincerest thanks go to all our employees for their outstanding
contributions and ongoing commitment to the success

of McBride

Miles W Roberts
Chief Executive

A KA

*

Highlight: There are significant
opportunities to extract incremental
value from these acquisitions.
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Divisional performance

UK business review

Key developments
2007 2006 Change

£2771m £2498m  +11%

Total reported revenue®™

Operating profit® £245m £220m  +11%
Average employee numbers 2,262 2120 +7%
Proportion of revenue in
household products 3% 73% Opp
Propartion of revenue in
personal care products 21% 21% Opp

> Significant market share gain in both household and
personal care products

> Reported revenue up 1%

> Organic revenue growth of 3%, with strong growth in
personal care

> Operating profit up in hine with revenue growth

> Three acquisitions completed

> Significant investments in new production and bottle
blowing capacity

> The Grocer magazine award for Best Own Label Household and
Personal Care Products Supplier for seventh successive year

(1) Revenue by ongin.
(2) Before amortisation of intangible assets and exceptional items

Overview

The UK business had a good year, delivering good organic and
acquisition-driven revenue growth, with particularly strong underlying
growth n personal care As a result our shares of the UK household
and personal care markets both increased during the year Qur
profits also improved, broadly in hne with revenue growth

We successfully completed three acquisitions which, combined
with the Sanmex International acquisition late in the prior year,
meant sigruficant focus on integrating these new additions to
the business Much of this work 15 complete and we are looking
to extend cperational and finanaal benefits already achieved

The future remains exciting for the business - we expect
continued growth in our business, we see further opportunities
to enhance our efficiency, we are determined to continue
delivering on customer service and we plan to continue investing
behind our growth strategy

Markets

The overall UK household products market grew 4% in value terms
in the year to June 2007, whulst i volume terms it was broadly stable
Private Label performance was similar to the overall market, with 3%
value growth, resulting in flat Private Label value and volume shares

The household products market was driven by growth of 7% in air

care, 7% in automatic dishwashing products, 5% in fabric conditioner
and 4% in household cleaners Private Label saw similar drivers to

the overall market n terms of categortes driving growth

In personal care the overall UK market grew by 2% and 4% in
volume and value terms respectively in the year to June 2007,
reflecting growth in higher value products and some price
inflation Private Label grew ahead of the market in value terms
at 6% over the year, driven by growth in skin care products
Product categones displaying strong growth in the overall market
included skin care, hquid soap, shaving products, deodorants and
mouthwash As a result, Private Label's value and volume shares
were 18% and 24% respectively (2006 17% and 25%)

(Source of market data McBride estimates based on Tayler Nelson Sofres retail selling
price data)

Business performance

Dunng the year there was continued focus on improving operational
capability and efficiency through improved working practices and
investment i new plant and equipment. In particular, a sigrificant
improvement in energy efficiency was achieved in the year

Significant investment went into both our household and
personal care products businesses and inte both preduction
assets and further increasing our internal bottle blowing
capabilities A total of £91 million (2006 £8 Vm) was invested

in the year including in production and filling hines for automatic
dishwashing tablets, fabnc conditioner and bleach These are all
contnbuting to delivering growth and efficiency in our business

*

Highlight: The UK business had a
good year, delivering good organic
and acquisition-driven revenue growth.
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Acquisitions

Duning the year, we made three acquisitzons, the UK element of
the Henkel transaction, Coventry Chemicals and Darcy Industnes,
for a combined cash consideration of £197 millon The Henkel and
Darcy Industries acquisitions reflect our objective to increase our
presence in our growth product categonies, in this case automatic
dishwashing tablets and specialist cleaning respectively Coventry
Chemucals brought additiona! household product volumes, further
driving economies of scale

Significant integration work was completed relating to these
acquisitions and that from Sanmex International in the pnior
year, including transfer of production from Sanmex International
and Coventry Chemicals to the Group’s existing facilibes and
completing a SAP system implementation for the UK business
acquired from Henkel

Financal review

Revenue grew by 11% to £2771 milion (2006 £249 8m} With
£20 8 million (2006 £1 6m}) of revenue attributable to the Sanmex
International, Coventry Chenucals, Henkel and Darcy Industries
acquisitions, 3% organic revenue growth was achieved

Key performance ndicator
UK organic revenue growth

+3%

2006 0%

The personal care business had a particularly successful year, with
organic revenue growth of 12% In household products underlying
revenue was flat, whilst reported revenue was up 10% The year
was also characterised by stronger revenues in the second half
reflecting the contribution of acquisitions

Our profits also improved, reflecting both increased revenues
and our success in minimising the impact of nising input costs
Operating profit, before amortisation of intangible assets and
exceptional items, grew in line with revenues to £245 million
{2006 £22 Om)

Future developments

We expect both the household and personal care products
markets to continue growing 1n the year ahead Qur intention
1s to continue driving Private Label growth wathin the market
through new product development and further emphasising
the value of active management of the Private Label category

Within the business, now that basic integration of our recent
acquisitions 1s complete, we will be looking to extract sustainable
long-term synergies in areas such as procurement, production
efficiency across the business and cross-selling opportunities

We expect our personal care business to continue making
good progress, reflecting breadening product coverage and
new customer contracts We are also actively assessing the
scope to increase our presence in new distnbution channels
where the business 1s currently under-represented

*

Highlight: Three acquisitions were completed in the year,
delivering increased presence in our growth product
categories and further driving economies of scale.
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Directors’ report — Business review

Divisional performance continued

Western Continental Europe
business review

Key developments

2007 2006 Change
Total reported revenue® £304 2m £2803m +3%
Operating profit® £104m f90m  +16%
Average employee numbers 2083 2101 =-1%
Proportion of revenue in
household products 90% 89%  +lpp
Proportion of revenue
in personal care products 10% 1%  -lpp

> Key French household products market stabilised following
extended tough trading conditions

> Strong performances in personal care and Italian and Spanish
household products

> Two major acquisitions, of Henkel's Private Label business and
Dasty Itaha, transform our business in targeted geographies,
preducts and distribution channels

> Reported revenue up 9%, primanly reflecting acquisitions

> Improved operating margin of 34% (2006 3.2%) reflecting return
to top-line growth, exiing unprofitable contracts, enhanced
operating efficiencies and contribution of recent acquisitions

(1) Revenue by onigm.
{2) Before amortisation of intangible assets and exceptianal ittems

Overview
This year marks a watershed in the development of our business
in Western Continental Europe

In our existing business, although conditions remained tough
in our key French household products market, the first signs

of stabilisation occurred in the latter part of the year after an
extended penod of contraction Thus reflected our consistent
approach to category and account management together with
firm actions to improve our costs As a result, we were able

to deliver improving trading results as the year progressed
There 15 stdl significant scope to improve the business’ financial
performance that we are determined to pursue

We also completed two transformational acquisitions that
achieve key strategic benefits of moving us further into our
identsfied growth product categones and targeted geographic
markets They also diversify our revenue streams geographically
and significantly progress our plans to expand in the growing
discount retail format across Europe

We are cautiously gptimistic about the )/mmed:ate prospects

for the business due to more stable market conditions and

the benefits of further planned efficiency improvements and
acquisition synergies that are expected to be realised as the new
financial year progresses However, raw matenal pnce inflabion
remains a Concern

Markets

In the year to june 2007, the value of the total household products
markets grew in all McBnde's core markets in Westem Continental
Europe, with growth ranging from 2% in France, 4% in Iltaly and
Germany to 9% in Spain Private Label grew in all these terntones
in value terms with growth typically ahead of the overall market

In our largest French market, household and personal care
markets grew 2% and 1% respectively compared with a 3% dechine
in the prior year Private Label household and personal care
products continued the growth reported at the half year with 4%
and 6% growth respectively in the year to June 2007 resulting in
increased shares of the French market

Recent legislation to allow supermarkets to advertise ther Private
Label ranges came into force in France on 1 January 2007 and
should provide further impetus for Private Label growth in France
Private Label laundry hquids and automatic dishwashing products
both performed well, registering 8% year on year growth

In ltaly, Private Label washing up hquids registered a 12% growth
in sales with laundry liquids up 5% whilst Private Label automatic
dishwashing products dechined 6%

In Spain, Private Labe! laundry hquids registered a strong
performance, with 22% growth in sales in the year

(Source of market data IRl and Secodip )

Bustness performance

We entered the year with a tough retall market, particularly in
Northern Eurcpe, and continuing significant input cost inflation
as well as a recently completed business reorgamsation We were
also committed to returning the business to top line growth

One of the key objectives of the business reorgamsation was
the creation of a more customer focused environment tn order
to return the business to top line growth, it was particularly
important that we achieved this with our biggest customers in
our main French market and specfically we were able to work
more closely with them on the active marketing of their Private

x

Highlight: Private Label household products markets grew in all
McBride's core markets in Western Continental Europe with growth

typically ahead of the overall market.
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Label household and personal care product ranges Where we have
been able to give this focus, this approach has atready provided
encouraging results with increased volumes and new business wins

Generally we performed in hne with or better than the overall
Private Label markets in our main terntones In France, personal
care strongly outperformed the market whilst in household
products, after taking account of exiting less profitable contracts,
we broadly maintained share In Spain, we delvered a particularly
strong performance whilst our Itahan business also grew ahead of
the market, excluding the benefit of the acquisition of Dasty Itaha

We continued our focus on driving improved efficiency, reducing
cost and bullding capability in erder to both mitigate the difficult
market conditrons and position the business to benefit from

an uptum 1n trading conditions Inibiatives included exiting less
profitable contracts, improved labour productmity, reducing waste
levels, value engineening and alternative sourcing of certain raw
matenals and components

The headcount reductions achieved as part of the rearganisation
last year were maintained through the year and, combined with
mvestments to Increase automation and continuous improvemnent
actvities assisted by greater employee engagement, drove a
significant year-on-year improvement in labour productmity

Our capital investment pregramme was £3 2 million in the year
(2006 £101m) with the key features being investment to improve
efficiency and increase internal bottle blowing in order to reduce
total production cost. Qur two sites in leper saw significant
investment, with the personal care facility investing in bottle
blowing capability whilst the household products facility
introduced additional autcmation to reduce costs

Acquisitions

During the year we made two important acquisiions Henkel's
European Private Label household products business and Dasty
Italia, for a combined cash consideration of up to £372 million

These acquisitions transform our presence in our identified growth
product categories and targeted geagraphic markets as well as
significantly progressing our plans to expand relationships with
major participants in the growing discount retail format across
Europe They significantly increase our presence in ltaly and Germany,
which makes McBride’s business more balanced across Western
Europe, and are expected to increase the revenues of our Westemn
Continental Europe business by around 35% in a full year

The acquisition from Henkel 1s based masly on a major

45,000 tonne per annum automatic dishwashing production
facility in Luxembourg The acquisition also provides a platform
in Germany, where McBride 15 keen to expand further, and

a stronger presence in a number of other markets in Central
Europe Dasty Italia 1s pnimanly a producer of specialist cleaners
based at a large, modern and well-invested factory that
commenced production tn 2003 and 1s near Bergamo, about
30 miles from McBnide’s ewsting Italian operabon Combined
with our existing business, the acquisition creates the clear
leader in ltalian Private Label household products

Financial review

Total Western Continental Europe revenue was up 9% to

£304 2 million {2006 £280.3m) prnmanly reflecting the effect

of acquisitions Currency exchange rate movements adversely
affected reported revenues by £35 millon Organic revenue,
adjusting for acquisiions and disposals and currency exchange
rate movements, was broadly flat in the year (2006 -2%)
although shghtly higher in the second half versus the first half
and the prior year second half We delivered good organic
revenue growth in personal care, ltalian and Spanish household
products and were encouraged by stabilisatton in French
household products, our largest market, in the second half

of the year

Operating profit, before amortisation of intangible assets and
exceptional items, was up 16% to £10 4 million (2006 £3 0m) The
increased profitability in the year reflects a strong second half
driven by both improved performance in the underlying business
and the initial contribution of recent acquisitions Improvements
in the underiying business reflect the decisive management
actions taken 1n areas such as labour productmity outhned above

Future developments

We are cautiously optimistic about the prospects for the year ahead
Following our acquisitions we have a better diversified business
and, since the year end, market conditions have remained stable
and consistent with the latter part of the year under review Qur
increased focus on account management and category development
should add momentum to the recent recovery in performance
Further planned operational and efficiency improvements and
synergies flowing from the acquisibons should also support
business performance as the new year progresses although
continued input cost Inflation remains a concern

*

Highlight: The acquisitions of Henkel's European Private Label household
products business and Dasty Italia are expected to increase the revenues
of our Western Continental Europe business by around 35% in a full year.
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Divisional performance continued

Eastern Continental Europe
business review

Key developments

2007 2006  Change
Total reported revenue® £250m £219m  +14%
Operating profit® £15m £l6m -6%
Average employee numbers kL] 295  +16%
Proportion of revenue in
household products 64% 62%  +2pp
Proportion of revenue in
personal care products 36% 8%  -2pp

> Total and organic revenue up 14% and 10% respectively

> Significant mvestment across the business - in new products,
senior management and production capability ~ to position
business for further growth in buoyant markets

> Increased focus on Russia and CIS states

> Acquisition of Schneider, a Polish Private Label househald
products supplier and purchase of 15% minonty interest in
Intersilesia McBride Polska

{1) Revenue by ongin.
(2) Before amortisation of intangible assets and exceptional items

Overview

The Eastern Continental Europe business underwent significant
change dunng the year involing investment in new product
development, production capabihity and senior management
These investments started to show tangible benefits as the year
progressed We saw particularly strong performances in our main
Palish market, Hungary, the Czech Republic and certain Ci5 states

Our business 1s operating tn attractive markets with the household
and perscnal care sectors both demonstrating consistent strong
growth and Private Label becomning an increasingly prevalent
format as retail consolidation accurs

We successfully completed and integrated a small acquisition in
the year that strengthens our position in the key Polish market
and provides us with cost synergy opportunities

The business has excting prospects, with plans to grow particularly
by leveraging the management and sales infrastructure we now have
in place, an increased focus on developing a broader and deeper
presence across Eastern Continental Europe and a contnuing
emphasis on new product development and innovation

Markets

The household and personal care markets are expenencing
dynamic growth across Eastern Continental Eurape, reflecting
ncreasing disposable incomes, growsng consumer affluence and
aspiration and intense focus from industry partcipants Growth
is particularly strong in Russia and certain other CI5 states with,
for example, the Russian household and personal care products
markets growing by 18% and 20% respectrvely in value terms in
2006 alone In McBnde's current core Eastern Continental Europe
markets of Poland, the Czech Republic, Hungary and Slovakia,
the combined household and personal care products markets
increased in value terms by 5% and 7% respectively in 2006

Private Label market shares in these markets are also consistently
increasing but they remain at low levels compared to Western
Europe, typically no more than 5%, prowding ample scope for
future growth This future growth should be supported by the
fact that retar] growth and consolidation is being led by discounters
and international retail chains that are expenenced in the use of
Private Label in their overall retail offer

{Source of market data Euromonitor)

Bustness performance

Cur Eastern Continental Europe business has developed

well since we entered these markets a number of years ago
However, we are confident there 1s much more we can achieve
in the region, making the business a more substantial business
in a Group context Cur confidence 1s founded on the strong
growth in household and personal care products being seen in
the region, the rapidly increasing share of international retailers
and the scope to drive the growth of Private Label market share,
capitalising on the sigmficantly increased resources we now
have available in the business

In order to capitalise on these outstanding growth oppartunities,
we significantly increased investment across the business from
undertaking a major new product development programme,
substantial enhancements in general management and market
facing resources and capital investment across our full production
capability We also purchased the minonty interestin our Polish
subsidary, smplifying the management of the business

The management team was strengthened by new Managing,
Finance and Sales Directors and we also placed greater sales
and marketing resource (1 our main target markets

*

Highlight: The household and personal
care markets are experiencing dynamic
growth across Eastern Continental Europe.
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We continued the significant increase i investment to expand
our Polish production facility to support continued growth in
the Eastern Conttnental Europe region Capital expenditure

of £1 7 milion (2006 £07m}) was incurred Major investment
included adding further bottle blowing machines, mixing and
filing facilities, factory capacity and water treatment facilities
The dvision also underwent sigmificant systems investment to
support the growing scale of the business

Acquisitions and minority interests

We acquired Schneider, a Polish producer of Private Label
household preducts, for £0 8 millien in January 2007 The
acquisition included a small production facihty close to our
existing site In April 2007, we purchased the 15% mnonty
interest in Intersilesia McBnde Polska for £17 milion

Financial review

Total Eastern Continental Europe revenue rose 14% to £25 0 milkon
(2006 £21 9m) with organic growth of 10% and the remainder
attributable to the acquisition of Schneider The revenue growth
pnmanly reflects strong household product sales in Poland

Key performance indicator
Eastern Continental Europe organic revenue growth

+10%

2006 +3%%

Operating profit, before amortisation of intangible assets and
exceptional items, was £1 5 million (2006 £1 6m) Operating profit
remained similar to the pnor year's level despite strong revenue
growth pnmarily due to the costs of increased new product
development, marketing and management resources

Future developments

We ended the year with strong sales momentum that has carried
through nto the early part of the current year In the year ahead
we expect to continue our significant focus on new praduct
development with significantly higher new product launch
activity In addition, we expect to benefit from the ongoing major
store opening programmes of certain of our major customers,
our recently increased focus on some of our smaller markets

and leveraging our strengthened management resources

*

Highlight: Total Eastern Continental Europe
revenue rose 14% with organic growth of 10%.
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Group financial review

Group summary

The Group has continued to focus on delwenng shareholder
vatue The Group achieved broad-based organic and acquisition-led
revenue growth with total revenues up 10% to £592 0 mifion
{2006 £5401m) Group profit before tax, before amortisation of
intangible assets and exceptional items, was up 7% to £32 1 million
(2006 £29 9m) with earmings per share up 10% to 130 pence
{2006 11 8p) on a simular basis, reflecting a lower tax rate

An tncrease of 11% in the final dwvidend to 39 pence per share
{2006 35p) 1s proposed which if approved would bring the full
year dividend per share to 56 pence (2006 51p)

Cash flow also improved with cash generated from operations,
before exceptional tems, of £49 5 milhion (2006 £459m}) The
Group's continuing strong cash generative characteristics meant
that after mcreasing our dvidend payments to shareholders and
spending £63 6 million on acquisitions (iNcluding assumed debt)
and minonty shareholding purchases, net debt only increased by
£51 8 million to £80 9 million Pre-exceptional, pre-tax return on
average capital employed for the year was 22 1% (2006 24 3%),
substantially above our cost of capital

fRevenue

Group revenue increased 10% to £592 0 mullian (2006 £540 1m)
with organic revenue growth at constant exchange rates of 2%
and persona! care products delivening particularly strong growth
of 9% Other key factors benefiting the Group’s revenue perfonmance
were the acquisitions of Henkel's European Private Label household
products business and Dasty Italia and a full year contribution
from the business acquired from Sanmex International

Currency exchange rate movements adversely impacted revenues
by £35 miflion and lower local currency revenues were reported
in the French and Benelux household products markets However,
wae saw stabilisation in our local currency revenues in the second
half in our key French household products market

By geographic ongin, UK revenues grew 11% to £2771 million
(2006 £249 8m) with organic growth of 3% and the remainder
due to full- or part-year contributions from acquisitions
Revenues in Western Continental Europe increased 9% to
£304 2 mithon (2006 £280.3m) primarily due to the Henkel
and Dasty Italia acquisitions In Eastern Continental Europe,
revenues were up 14% to £25 0 milhon (2006 £21 9m) which
was predominantly organically driven

{1) Includes full revenue contnbution of acquisttions made i 2007 and incremental
revenue contrnbution of acquisitions made 1n 2006
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Operating profit

Group operating profit, before amortisation of intangible assets
and exceptional items (‘adjusted operating profit’), increased 11%
to £34 5 million (2006 £312m) This reflects improved profitabiity
of the underlying business as well as the contnbutions from our
recent acquisiions The ad)usted operating profit margin was the
same as I the prior year at 5 8% with strong control of admimstrative
costs aoffsetting higher cost of sales and distribution costs
Group reported operating profit increased 17% to £31 9 million
{2006 £272m), the higher rate of increase relatve to adjusted
operating profit reflecting the lower level of exceptional items

in the current year

Interest

Reported net finance costs increased to £2 4 million (2006 £1 3m}
pnmanly reflecting increased interest expense anising from a
higher debt level to fund the acquisiions in the year

Exceptional items

There was a £2 1 million pre-tax operating exceptional charge
to the income statement in the year (2006 £3 8m) Thus related
to integration costs associated with the recent acquisitions

Profit before tax and tax charge

Profit before tax for the year was up 14% to £235 million

(2006 £259m) and before amortisation of intangible assets and
exceptional items it was up 7% to £321 million (2006 £29 9m)
The £8 2 milion (2006 £75m) taxation change for the year
represents a 28% effective tax rate (2006 29%)

Eamings per share and divtdend

Basic earnings per share (EPS) were up 16% to 11 9 pence

(2006 10.3p) Basic EPS, before amortisation of intangible assets
and exceptional items, increased 10% to 130 pence (2006 11 8p)
The weighted average number of shares in 1ssue in the year used
in calculating these EPS figures was 177,405,917 (2006 177364,227)

Group key performance indicator
Adjusted basic earmings per share

13.0p

2006 118p

A final dwdend of 39 pence per share, an increase of 11%,

15 recommended, gving a full year dwidend of 5 6 pence per
share, an overall increase of 10% The final drndend, if approved
by sharehclders at the AGM on 30 October 2007, will be paid
on 30 November 2007 to shareholders on the register on

26 October 2007 The ex-dwidend date will be 24 October 2007
The £9 9 million total dwdend relating to the year is covered

2 3tumes (2006 23 times) by earnings before amortsation of
intangible assets and exceptional items
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Cash flow

The Group maintained its strong cash-generative charactenstics
with net cash inflow from operations, excluding exceptional
items, of £495 million (2006 £459m) This improvement was
due pnmanly to the higher profitability achieved in the year
with the net working capital outflow sirnilar to the pnor year

Caputal expenditure increased 3% in the year to £20 0 million
(2006 £19.5m) with investment supporting selective capacity
increases, mtraduction of more modem efficient production
equipment as well as increased investment in the Eastern
Continental Europe business The total capital expenditure
figure for the year included £1 0 milion invested in the Dasty
ltalia and Chemolux businesses between their acquisition dates
and the year end

There was significant acquisition activity in the year with
expenditure, net of cash acquired, of £59 5 million on five
acquisitions made in the year, deferred consideration on a
pnor year acquisition and purchase of the minornty interest

in the Graup’s Pohsh subsidhary Qrdinary dvidend payments
were higher at £92 millien (2006 £8 7m) reflecting the increase
in the dvidend

Reflecting the Group’s continued strong cash-generative
charactenstics, after the £59 5 million acquisition net outflow
and £4 1 milion of acquired debt, the Group's net debt only
increased by £51 8 million to £80 9 millien (2006 £29 1m)

The net debt movement for the year resulting from these
actwities is tllustrated in the table below

2007 2006
£m Em
Opering net debt {291) (244)

Cash generated from operations before
exceptional items 435 459

Capital expenditure (net)® (199) (173)
Exceptional items (a7 {55)
Operating cash flow 279 231

Tax (63 {65)
Interest (2 0) {21)
Free cash flow to equity shareholders 196 145

Ordinary dvidends (92) (87)
Cash flow after interest, tax and dividends 104 58

Acquisitions and disposals® {595) 73)
Debt assumed with acquisitions (41) -

Ordinary share movements 07 27
Other movements 07 {05)
Movement in net debt (51 8) 47
Closing net debt (809) (291

(1) Net of proceeds from sale of land and buildings
(2) Inchuges acquisinon of minonty interests

Balance sheet

Net assets increased by £16 4 million in the year to £120 3 milhon
(2006 £1039m) The amounts of intangible assets, property, plant
and equipment, working capital items and debt all increased
sigruficantly due pnmanly to the acquisittons completed in the year

Liabilities for pensions and other past-employment benefits
declined from last year to £6 8 million, net of associated deferred
tax asset (2006 £99m) The majonty of this hability, £5 1 mullion
(2006 £85m), relates to the UK defined benefit pension scheme

The pre-tax, before amortisation of intangible assets and
exceptional tems, return on average capital employed reduced
from 24 3% to 22 1% with the positve influence of increased
profitability offset by the fact that, whilst prowiding returns ahead
of the Group’s cost of capital, recent acquisitions contributed
lower returns on capital than the existing Group average

Group key performance indicator
Return on capital employed

22.1%

2006 24 3%

Treasury management

The Group’s treasury management activities are focused on
ensuring the Group’s hquidity (certainty of funding), mirimising
interest costs, managing the Group’s foreign exchange exposure,
and muinimising interest rate and financial counterparty credit
nsks on a Group-wide basis

The treasury function operates within strict policies and
guidelnes approved by the Board Compliance with these policies
and guidelines 1s monitored through reqular reporting of treasury
activities All borrowings, foreign exchange and interest nsk
management activities are undertaken only with approved
financial institutions No currency exchange rate related
transactions of a purely speculative nature are undertaken

Liquidity certainty of funding

The Group aims to retain its gearing at a level such that it is
able to access additional debt funding to meet its foreseeable
requirements at a reasenable cost. In addibon, committed
borrowing facilibies are mamtained at a level that prowides
certainty of funding to cover not just the forecast needs of the
Group and a measure of contingent debt nsk, but alse to provide
a reasonable surplus beyond that to provide some capacity to
make acquisitions if sutable opportunities anse In June 2007,
the Group increased its existing revolving credit facility from
£100 million to £150 milhon in order to marntain approprate
levels of iquidity above core funding requirements following
the significant debt-funded acquisition actity in the year

At 30 June 2007 the Group's net debt was £80°9 million

The Group also has access to and renews annually uncommitted
short-term money market lines and other borrowing facilities
amounting to around £57 million to provide greater flexibility

in managing short-term workang capital requirements
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Group financial review continued

The Group believes in mamntaining close working relationships with
all its bankers so that, taking the Group’s bank faciities together
with its strong operating cash flow generation, the Group 1s well
placed to fund the future development of its business

Currency exchange rate nsks

Transaction exposures

The Group’s largest operations in the UK and Western Continental
Europe invoice the majonty of thewr customers and incur most

of their expenses in therr respectwve local currencies Accordingly,
currency exposure ansing from transactions in other currencies
15 relatively low (less than 10%) Where such exposures are highly
probable the Group takes out cover for up to 12 months forward
through the use of forward currency contracts

Translation exposures

A significant proportion of the Group’s actvities are transacted in
Euros The reperting currency of the Group is Sterling Movements
in the Euro.f exchange rate have the potential to impact the
translation of sales revenue, of debt and other balance sheet items,
the translation of profits and cash flows generated primanly in
our Western Continental Europe business and the value of the
Group’s Eurgpean interests as represented by net assets

In the year to 30 June 2007, the average Euro £ exchange rate
was approxsmately 1 48 compared to 146 in the prior year, which
resulted in an adverse vanance to Group revenues of £35 million
relative to a constant exchange rate position The vanance to
profit was more imited due to the current lower margins in the
Western Continental Europe business

The Group hedges the major part of its asset translation risk
using Euro-denorminated borrewings or other appropriate
instruments Due to the uncertanty attached to profit forecasts
and the different accounting treatment of gains or losses on such
cover {taken to interest, not operating profit), the Group does not
hedge its forecast profit translation exposure, except in relation
to the future eamings of foreign acquisitions, where the expected
future earnings, acquired as goodwill, are covered aleng with the
net assets acquired by barrowing in the foreign currency te fund
the acquisition

Net asset exposure

The Group also minimises its currency risk by hedging its net

net asset currency exposure The balance sheet s fully hedged
with non-Sterling net assets matched aganst non-Sterling net
habilities on a currency by currency basis through the use of
rolling forward currency contracts, so any translational exposures
on individual assets or habilittes are matched by offsetting
translational exposures on the cover This cover 1s mantained
and renewed duning the year and any increase in net asset
exposure 1s normally covered aut as it anses

2 McBrida pic Annual report and accounts 2007
Addung more

However, the Group censiders that the relative strength of
Sterling or weakness of the foreign currency 1s relevant also,

in order to avoid locking the currency earmings into Sterling at
weak conversion rates As Sterfing was unusually strong (buoyed
ug by interest rate increase expectations) for most of the year,
the increase In net assets was not covered as it arose during the
year, so the Group was not fully covered at the end of June 2007
Subsequently, though, this net asset expesure has been covered
at better rates (giving more Sterting) than if it had been covered
dunng the year

Credst nisk

In common with other companies, the Group 1s exposed to credit-
related losses in the event of non-performance by counterparties
to financial instruments The Group mitigates this nsk by dealing
mainly with its four pnncipal bankers, always with banks authonsed
by the relevant country authority, and generally where the amount
owed to the bank s more than the amount owed by it. Exposure
to counterparties s also reviewed on a reqular basis to avoid any
excessive reliance on a single counterparty

Interest rate nsk

In the past, when debt levels have been high, the Group has used
interest rate costiess collars to hedge interest rate nsk exposure
However, since early 2007, swap rates have been unusually elevated
and the Group has not wished to lock in cover at such hugh levels
Since summer 2007, though, swap rates have been dechining and
when they reach more normal levels due consideration will be
given to using such instruments agam

Energy and commodity exposure

As many of the Group's products and the contaimers in which they
are sold are derved from oil, and as much of the Group's energy
costs are also affected by movemenits in the price of oll and gas,
the Group i1s investigating whether there could be oppartunities
to and benefits from arranging cover against exposures of this
nature However, recogrising that much of the exposure 1s indirect
and often significantly diluted by the many non-oil pnce affected
actmvities invalved in producing the oil-derved matenials that the
Group uses, the scope and application of any cover will be complex
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Principal risks and uncertainties

As with most businesses, a range of nsks and uncertainties face
the Group and the matters described below are not intended
to be an exhaustve list of all possible nisks and uncertainties

The Group 15 subject to nisk factors both internal and external

to its business External nsks include political and economic
conditions, market and competitive developments, supply
interruption, requlatory changes, foreign exchange, raw matenals,
packaging and energy prices, pensiens funding, environmental
risks, strikes and litigation Internal nsks include nsks related

to capital expenditure, production capability, systems reliance,
acquisitions, legislative and regulatory comphance, human
resources and failure of intemal controls The Group’s nsk
management procedures are detailed on pages 33 to 34

The focus below 1s on those specific risks and uncertainties that
the directars believe could have the most significant impact on
the Group’s business

Sustainability of revenue and profits

The Group continues to operate in highly competitive, fast-moving
and dynamic markets charactensed by increasing threats of
customer concentration, growtng strength of discount retalers,
numerous Private Label and branded competitors, evolving consumer
product preferences and selling price pressures Failure to
counter these external market forces and to manage effectwely
the Group's operations could adversely affect the Croup's revenue
and profits To ensure we continue to deliver growth to our
shareholders, the Group continues with 1ts strong focus on
delivering supenor customer service and responsiveness,
deepening relationships with its existing customers and seeking
out new channels of supply. developing its understanding of the
retail market and its customers’ expectations across all territories
of its operation, developing and offering new product development,
innovation and range and category diversification and focusing

aon drving continuous efficiency improvements across the business

Acquisition integration

The scale of recent acquisiion activity gives rise to nsk for the
Group in a nurber of ways including the potential for lost focus
on the core business and the potential for adverse impact on
customer service levels during factory integration together with
the potential nsk of skills shortages This could gve nise to

a loss of confidence in the Group's ability to continue to service
its customers satisfactonly with the potential resultant loss of
contracts leading to an adverse impact on the Group's revenue
and profits The Group fully recognises these nsks Full nsk
assessments are prepared in advance of implementation with the
objective of mitigating the potential for any adverse impact on
the business during the integration process Integration activities
are fully and carefully considered pnor to thewr implementation
Dedicated integration teams are established and systems support
15 prowided as quickly as possible Additional resources are
committed if required and contact 1s made with key customers

at the earhest opportunity

Managing procurement costs and availlability

McBnde 1s exposed to price and supply fluctuations for its raw
matenals, packaging and other consumables used in its production
processes If costs nse excessvely they could reach levels greater
than we could offset or recover and this would have a resultant
adverse impact on the Group’s profitability The Group focuses
continuously on mitigating these nisks through a programme of
inttiatves, supported by a combination of the purchasing function
and technical and operational input, such as product
reformulations and the use of alternative matenals and
alternative sources The Group has also opened a small sourcing
office in Hong Kong to evaluate sourcing opporturuties from
markets in the Far East In additien, the Group has a strong focus
onimproving operating efficiencies through increased asset
utilisation and automation, reduced waste and minimusing the use
of packaging There s also a nsk asseciated with ensuning the
avallability of input matenals on a consistent basis Wherever
possible, more than one source of supply 15 identified and key
suppliers are audited against their available contingency plans
and back-up faclities

Operational disruption

Civen the short lead times and demanding service levels
required by customers, disruption to McBride's manufactunng

or distnbution facilities (for example, by fire, health and safety
failure, problems of supply, nformation systems ({S) falure,
workforce action or environmental inaident) could adversely
affect the Group’s performance Whilst the Group maintains
insurance at levels that it believes are appropnate for its
industyy, some of these operational nsks could result in losses
and habilities 1n excess of its insurance coverage or in uninsured
losses and habilities These nsks are managed through embedded
processes including standard operating procedures, asset
ma:ntenance, regulatory complance, dedicated steering groups,
monitoring, auditing, consultation, multiple sourcing and disaster
recovery plans for manufactunng and distribution facilities

Systems dependency and reliability

A farlure of the Group's SAP IS platform would rapidly impact

all sites, therefore, the Group maintains duplicated facilities,

as well as off-site back-up and disaster recovery plans In addition,
it invests continuously 1 1ts 15 infrastructure to support its
effectiveness and resilience Further. all appropnate measures are
in place to ensure separation of duties and restricted access to
¢ritical productian systemns to minimise the nsk of sabotage by
human intervention

Environmental

The amount of environmental leqislation has grown tremendously
in recent times In addition, environmental 1ssues are increasingly
draing consumer and retaller behaviour These emerging trends
may give nse to the Group having to develop its operations more
quickly than might otherwise have been the case, presenting nsks
as well as potential oppartunities
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Principal risks and uncertainties continued

The Group s also exposed to risks of habilities inherent in the
context of the long-established nature of its operations, including
the cost of required remedial acton. These also include the potential
cost of complying with addiional future regulation including
changes in production practices and the nsk of being subject

to claims for personal injury as a result of alleged exposure

to hazardous matenals or other environmental conditions

The Group 1s committed to mimmising the environmental impact
of its operations To support its performance in these areas, the
Group maintatns appropriate robust performance management
systems and key performance indicators It also has a strong focus
on achieving exacting external accreditation for its operations
Environmental audits have been undertaken of all key locations
Appropnate actions have been taken in relation to any 1ssues
identified in accordance with local legislative and regulatory
guidelines These include consideration of any potential impact
on employees as well as neighbounng properties and any
potential public health issues

The Corporate Social Responsibility section of this Business
Review and the separate Sustainability Report published on
the Group's website at www mcbnde co uk provide more
information on the Group's approach to environmental,
social and governance (ESG) matters

Human resources

The loss of key managers combined with insufficient planming
for management and Board succession, as well as the nisk of
industnal relations breakdown or strike could adversely impact
on the Group's reputation as well as leading to employee morale
problems Well-established procedures are in place covering
consultation, employee involvement, works councils, documented
gnevance and dispute resolution procedures and focus on
engendenng a culture of consultation |n addition, the Group
waorks hard to ensure effective succession planning for seruor
employees in order to minimise delays in identifying and
recruiting necessary replacements for such employees
Succession planming for senior management is a key 1ssue

and is actively considered by the Nominatton Committee and
the Board Where employees have access to sensitive data,
appropriate measures are in place to prevent its disclosure
should an employee leave the Group’s employ
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Product safety and quality
The household and personal care products sectors have various

product and ingredient issues relating to concerns voiced over
the long-term effects of household chemicals on human health
and the environment. Failures in product quality controls, the
nsk of despatch of unsafe product or contravention of labelling
regulations and other legislative requirements could lead to
damage to the reputation of, and trust in, McBnde and adversely
affect the Group’s business The Group has comprehensive
management processes in place to ensure that its products

are both suitable and safe for their intended use Additionally.
regulatory comphance and product safety issues are actvely
addressed through active membership of relevant industry
associations The Group has established product development
and quality management processes to minimise the nsk of such
fallures ansing, ncluding a dedicated quality assurance function
Product quality controls include the use of in-house toxicologists
supported by independent third-party specialists In addition,
detailed product recall and cnsis management procedures

are in place and are regularly reviewed As part of McBnde's
commitment to continuously improve the safety and
environmental sustainability of its products and processes,

it has a number of programmes, above and beyond regulatory
requirements, to systematically remove specific ingredients
from product formulas and packaging specifications

Foreign currency

As a proportion of the Group’s revenue and operating profits
are generated in Western Europe, the Group's reported results
would be adversely affected by a major weakening of the Euro
against Sterling In the mediurn term this would be mitigated
by a consequent reduction 1n Eurc-denominated raw matenial
and other input costs purchased by the UK business
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Resources and relationships

Resources

McBnde has a range of resources that underpin its business and
support its strategy These assist in gving the Group a competitive
advantage in the markets in which it operates We continue to
invest in the areas hsted below to maintain our leading position

in our chosen markets

Employees

Duning the year ended 30 June 2007, the Group had an average
of 4,697 employees We recognise that the success of our
business s dependent on the quality and commitment of our
employees The quality and effectiveness of the management
of the Group's people I1s therefore critical to the attainment

of its business objectives

The Group 1s committed to the recruitment, retention and
development of its employees and to helping them achieve their
full career potential with McBnde All parts of the UK business
have Investors n Peaple accreditation Emplayee satisfaction
1s monitored across all parts of the Group through a rolling
programme of employee opinion surveys that has beenin
place for more than 14 years

Annual perfoermance appraisals are conducted for all employees
which provide the opportunity to review performance, clanfy
responsibiities and objectives, address employees’ training and
development needs and help match individuals’ career aspirations
with the business needs of the Group

The Group 1s committed to open communication with employees
both directly and, where appropnate, via their representatives This
15 supported by the reqular use of various communication channels
such as site wvisits and open discussions mvolving senior managers,
briefings, listering groups, Q&A sessions, information bullettns and
newsletters In addition, sentor management conferences are
held reqularly to set out the Group’s strategy and performance
and to prowide clear direction on our goals and expectations This
communication process 1s cascaded through the Group with local
management teams communicating local strategy, performance,
goals and expectations in the context of the Group position

We are proud that one of our UK sites was this year's Northern
Regional winner in the Business Excellence Awards, recognising
the best practice we continue to strive for throughout the business

Other components of the Group's personnel resources strategy
include commitments to the highest passible standards of health
and safety, equal opportunities and the provision of market-
competitive salaries and benefits

Reputation and market position

McBnde 15 one of the largest suppliers of Private Label household
and personal care products in its major markets in the UK, France,
ttaly and, increasingly, Poland The quality of its products and
customer service 15 consistently rated highly in independent
surveys For the seventh consecutive year the UK business won

the award for the Best Own Label Household and Personal Care
Products Supplier We value our reputation, both as a supplier

of Private Label products and as a key part of the communities

in which we operate

Relationships
McBnde works closely with a range of stakeholders who have
a significant influence on the angoing success of the business

Our customers

The Group’s customers are the leading grocery retailers across
Europe We are also increasingly seeking out new channels of
distnbution As with all businesses, the Group's future success 1s
dependent on maintaining and developing its relations with
current and potential customers in existing as well as new
terntones Excellence in custamer service 1s the Group’s main
operational prionty and is a key driver supporting our growth
strategy The Group also works closely with customers to develop
new products to meet their requirements through focus on
research, iInnovation and category management Serior
management maintain key customer relations at both corporate
and dwisional level

Our consumers

Across Europe, millions of people use the Group's products on a
regular basis Whilst as a Private Label supplier, McBnde's primary
customer 15 the retaller, we recognise the value of consumer
insight Through a process driven by category management, new
consumer opporturities are conceptualised, developed and
validated, ensuning we secure an impressive success rate This
expertise enables McBrnde to add value to both our own business
and that of our customers

Our suppliers

We rely on a range of supplers to provide goods and services
used in our operations These include manufacturers of rw
matenals, packaging and production and information technology
equipment and energy supphers These relationships are generally
managed through our central procurement team supported by
the relevant operational teams We maintain active dialogue with
our supphers with the aim of developing mutually beneficial long-
term relationshups This dialogue typically extends from optimising
our purchasing arrangements, improving supply chain efficiency,
ensuring avatlability of alternative matenals through to reducing
the use of packaging and other environmental, social and ethical
aspects of our dealings with suppliers
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Board of Directors

1 lain ) G Napier

Non-Executive Chairman (aged 58)

lain Napier was apponted non-executve
Chairman of McBnde on 1 july 2007 He 1s
also non-executive Chairman of Impenal
Tobacco plc and a non-executive director
of Tomkins plc and Collins Stewart plc

He was previously Group Chief Executive
of Taylor Woodrow plc As a former main
board Director of Bass plc, he was Chief
Executive of Bass Leisure and then Chief
Executive of Bass Brewers and Bass
International Brewers Following the sale
of the Bass beer business 1n 2000, he
became Vice President UK and Ireland for
Interbrew SA until August 2001 He s also
a former non-executive director of BOC
Group plc He became charman of the
Normination sub-committee of the Board
on his appointment at McBride and has
subsequently become a member of the
Remuneration sub-committee

2 Miles W Roberts

Chief Executive (aged 43)

Miles Roberts 1s Chief Executive of
McBnde, a role he assumed in July 2005
having onginally joined the Company as
Group Finance Director in January 2002
He is also a member of the Nomination
sub-committee of the Board His
experience prior to McBride includes
being Group Finance Director of Costain
Group plc and Three Valleys Water plc
Miles is also a non-executwe director
of Care UK plc, Chairman of its Audit
Committee and a member of its
Remuneration Committee

3 Robert ] Bevendge

Group Finance Director (aged 51)

Bob Bevendge joined McBnde in May
2006 as Group Finance Director and
Company Secretary Bob 1s a Chartered
Accountant and was previously Group
Finahce Director of Marlborough Stirling
plc until its acquisition in 2005 by Vertex
Bob's previous expenence also includes

being Group Finance Director of Cable
and Wireless Commurucations plc and
holding semor finance roles over
extensve periods at both United
Biscuits plc and Mars Inc

4. Chnstine A Bogdanowicz-Bindert
Independent Non-Executive Director
{aged 56)

Chnistine Bogdanowicz-Bindert has been
a non-executve director of McBride since
September 2003 and 1s a member of the
Audit, Remuneration and Nommation
sub-committees Chnstine 1s an expenenced
financier, having worked throughout Europe
and the US for the last 30 years This
included expenence at the International
Monetary Fund in Washington DC,
Lehman Brathers Inc in New York and
Frankfurt and as a non-executive director
of vanous companies in Peland and the
US Chnstine became a non-executive
director of Ford Financial Europe in
September 2005 and is also a member

of its Audit Committee
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5 Robert A Lee

Independent Non-Executive Director
(aged 60)

Bob Lee has been a non-executive
director of McBnide since September
2003 Bob has over 35 years’ expenence
in the petrochemical and allied industnes
He was employed by Dow Chemicals for
28 years in vanous internattonal senior
management roles n 1997 Bob joined the
management team that led the demerger
of Octel Corp (now Innospec Inc) to
become an independent NYSE-histed
petraleum additive company Since 2000,
he has been running a private packaging
technolagy company, Advanced Plastics
Technologies Luxembourg S.A Bobisa
member of the Audit and Nomination
sub-committees of the Board and

1s Chairman of the Remuneration
sub-committee

& Colin D Smith

Senior Independent Non-Executve
Director (aged 60)

Colin Smuth has been a non-executive
director of McBnde since Apnl 2002

His previous expenence includes spending
20 years at Safeway plc, the last six years
as Chief Executive and, before that,
Finance Dwrector Colin1s also Chairman
of Assured Food Standards Ltd,
Poundland Holdings Ltd and Masstock
Group Holdings Lirited Colin 1s McBride’s
Senior Independent Director, Chairman
of the Audit Committee and a member
of the Remuneration and Nomination
sub-committees of the Board

7 Henn Talerman

Non-Executive Director (aged 50)

Henn Talerman has been a non-executwve
directer of McBnde since 1993 Heis a
founding partner of WR Capital Partners,
LLC, a private equity investment company
engaged in buyouts and MBOs Until
October 20C0, he was a Managing
Director of Lehman Brothers Inc, managing
Lehman’s principal investments in Europe
and the US He 1s a member of several
boards of directors of private companies
and chantable organisations n the

US and Canada
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Corporate social responsibility (CSR) report

Introduction

As a Group we believe in the importance of social responsibility
in our business and the contribution it makes to our success

Our approach to the environment, product safety and health

and safety in our operations, as well as how we treat our people,
our customers, our suppliers, our local communities and other
key stakeholders, is embedded in our company culture and values

Focus on CSR supports our ulumate aim of long-term sustainable
development of the business Further details on our approach are
set out in McBnde's fourth Sustainability Report, available from
the Group’s website at wwwmcbride co uk, which includes
detailed information on the actvitres, data, objectives,
comphance status and achievements during the year

CSR principles

There are a number of core principles in McBride's CSR

palicy framework. As a mirumum, the Group seeks to comply
with existing laws, requlations and best practice guidelines
goverrung its actmties in each of the markets in which it
operates In many areas our standards exceed mummum
comphance requirements McBride utilises standard and
consistent procedures, palicies and approaches to CSR

across the Group, reflecting where necessary local operating
and leqislative requirements We have senior management
representation on vanious trade association bodies and we
adhere to industry association guideiines Our corperate social
responsibilities apply to every director, manager and employee
in all our businesses across our global operations

The principles goverming our activities extend to our supply
chain For example, suppliers are selected not only on the basis
of specification, quality, service and ecanomuc factors but also
on their own commitments to mirimise the impact of their
operations on the envirgnment and to CSR more generally

Management and governance of the Group’s CSR activities

The Board has overall responsibility for maintaining and enhancing
the Group’s CSR policies The Group Chief Executive 1s accountable
for ensuring that the Group operates in accordance with these
policies The Group monitors the performance of its three dvisions
through appropnate robust performance management systems
and key performance indicators that enhance our abibity to monitor
and improve performance with health, safety and environment
managers present at all sites Detalled reports are prepared by the
three divisions and submutted to the Group's executive directors
who report any issues of major significance to the Board In addition,
the Group has a strong focus on achieving exacting relevant
external accreditation for its operations

Ethical conduct

We expect employees to operate to high ethical standards in all
their business dealings and ethical policies and guidelines are in
place to ensure that employees behave in an appropnate manner
We are commutted to adherence with international human nghts
standards We have no involvement in the use of child labour or
forced labour in our business and check the status of our overseas
supplers in this respect We do not tolerate discniminatian of any
kind We also comply with apphcable national laws and ndustry
standards on working hours Procedures are in place to prevent
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unauthorsed disclosure of confident:al information on the

Group to competitors and to prevent any attempt to improperly
acquire trade secrets ar any other confidential information from
competitors Regular opinion surveys are undertaken of all staff
to measure and monitor employee satsfacton within the Company
The results of these surveys are used to improve communication,
motivation and engagement across the business

A whistleblowing procedure provides a vehicle for employees
to air concerns about any non-compliance with our policies,
procedures or processes or any suspected malpractice

Environment

The Group 1s committed to making continuing progress in
minimising the environmental impact of its operations This 1s
supported by comprehensive intemal environmental management
systemns and the use of key performance indicators and achueving
external environmental accreditation for its operations Eight sites
hold the ISO 14001 accreditation including the recently acquired
Luxembourg site The Group intends that all its manufactunng
sites will achieve this accreditation

A key environmental impact of the Group 15 wastewater from our
manufactunng processes None of our sites sends wastewater to the
natural environment until it has been treated to make It compatible
with its receming environment We continue to invest in our
wastewater infrastructure including a new effluent treatment
plant at our Pohish factory We also focus on improving water
efficiency across the Group Water efficency 1s monitored based
on tonnes of production per cubic metre of water exiing the
business This measure showed a 10% improvement in the year
ended 30 June 2007 relative to the prior year and has improved
by 57% over the last four years

£nergy consumption is influenced by changing product mix,
operating efficiency and the carbon emissions of not just the Group’s
operatzons but also of its supply chain Energy consumption is most
significant in the production of the Group’s products (particularly
products such as laundry detergents) and the containers /bottles
in which products are stored and sold In relation to containers, the
Group locks to minimise where possible supplies of containers
from third parties by investing in its own bottle blowing facilities
This brings the benefits of lower costs, greater operating flexibility
and elimination of energy consumption in transporting containers
to production sites The Group’s own energy use does rise as

a consequence of in-house production although in reality this

15 merely a shift of energy consumption from a third party

Despite increased production volumes, total Group energy
consumption fell 1% in the year ended 30 june 2007 and improved
by 6% 1n terms of gigajoules of energy consumed per tonne
of production The Croup s implementing systems that witl
enable separate capture of energy consumption data for its
core praduction and bottle blowing facilities to enable accurate
like-for-lke compansons of energy consumption Over the last
four years, the Groups total energy consumgtion per tonne of
production has fallen 14% Initiatves such as increasing employee
awareness of the need for energy efficiency, impravements in
plant matntenance and investment in more efficient compressors
have contnbuted to the improved energy efficiency
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Across the Group, the total amount of waste generated declined
by 8% tn the year ended 30 june 2007 and has declned by 19% in
the last four years The amount of waste per tonne of production
reduced to 0 8% (2006 09%)

CGroup key performance indicator
Waste efficiency

0.8%

2006 09%

Product safety

McBnde 15 committed to understanding safety issues related to
its products and ensuning that they are suitable and safe for their
intended use This is supported by comprehensive management
systems that reflect iegal and regulatory compliance as a minimum
standard and cover raw material use and product assessments,
labelling and packaging requirements McBnde contributes to
imitiatives on product safety by industry associations such as

AISE {The International Association for Soaps, Detergents

and Maintenance Products) In 2005, McBride was the second
company to join AISE's Charter on Sustainable Development

Human safety and environmental assessments for household

and personal care products are carned out under the Dangerous
Preparations and Cosmetic Products Directives respectively It

1s aur policy not to sell products involving risks to human safety
and/or the environment under normal and foreseeable conditions
of use All products are assessed before launch for human health
and environmental impact

Recent product safety activities have included ensuning compliance
with the Detergent Regulations that came into force in 2005 and
assessing potential labelling changes anising from the amended
Dangerous Preparations Directive which came into force in March
2007 We are also involved i assessing the implications of the Global
Harmonised System of Classification and Labelling which is currently
going through the legislative process During the year there was
no non-complance with regulations related to customer health
and safety and no fines or penalties were incurred

Animal testing

None of our products are tested on arimals We support the
development and acceptance of alternative product safety
evaluation methods that reduce or replace the use of animals
We do not request animal testing of products or ingredients by
suppliers and we maintain contact with our suppliers to ensure
that our values on this subject are shared

Health and safety

McBnde strives to maintain a safe workplace in all its operations
We continue to ensure that our business activities are undertaken
in a responsible manner and in accordance with statutory legislation
and that all employees participate in developing, prometing and
matntaining a safe working environment for employees, visitors
and the public

We have comprehensive internal safety management procedures
that include maintenance of health and safety policy manuals,
verification of requlatory comphance, risk assessment, indnidual
site acuion plans, safety audsts, training, formal incident investigation
and provision of occupational health senvices There s also a strong
focus on using key performance indcators, external auditing and
actueving exacting external health and safety accreditation Tramning
is provided to ensure comphiance with McBride's standards

All sites work closely with lacal enforcing inspectors who make
reqular visits, not simply to investigate accidents, but also to
plan comphance audits and agree prionties Major exeraises
are undertaken at our sites, together with local authanties, to
test action plans for dealing with site emergencies Such tests
are useful learming exertises for all parties and help to underpin
the disaster recovery plans for each site Four sites hold the
OHSAS 18001 occupational health and safety accreditation

All accidents and major mcidents are reported internally and fully
investigated to determine appropnate corrective and preventative
measures Where necessary, accidents are reported to official
authoritres Incidents that resultin more than three days lost
time are monitored In the year ended 30 June 2007, there were
162 such incidents across the Group, an increase of aimost
one-third over last year In Europe the increase was lower with

2 sites having fewer acaidents and other sites having more
acadents but of a less sernious nature In the UK, integration

of acquisitions, intreduction of new machinery and increased
production created extra pressure on space and people All sites
continue to focus on accident reperting, Investigation, remedial
action as well as proactwe safety management

Community activities

McBnde seeks to play an active role in the local communities

in which it operates As well as prowiding significant employment
opportunities, we aim to make positve centnbutions to these
communities, bullding goodwill and a reputation as a good
neighbour and employer

The Group is involved in a wide range of local community actvities
including factory visits, providing careers advice for students and
schoal children, providing mentoring support to assist ethnic
minonty students into employment, providing work expenence
placements, supporting locat chanties, and promoting the UK
government’s ‘Skills for Life’ strategy that aims to provide literacy,
language and numeracy skills to enable employees to function
effectvely at work and in society
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Corporate governance report

Compliance

The McBnde Board recogrises that itis accountable to
shareholders for the Group’s activities and s responsible for
the effectiveness of Its corporate governance practices We
remain committed to maintaining high standards of corporate
governance and endorse the prowisions set out in The Combined
Code on Corporate Governance ('The Code’), as 1ssued in July
2003 and further revised in June 2006 We have continued to
assess our level of compliance with The Code and disclosures
In this year’s report describe how the principles are applied
Throughout the year under review, the Board considers that
the Company has complied with the governance rules and
best practice provisions applying to UK histed companies as
contained in Section 1 of The Code

Composrtion and independence of the Board

At the end of the year to 30 June 2007, the Board compnsed
seven directors There were two executive directors, the
Chairman and four non-executive directors Following Lord
Sheppard's announcement last year that he wished to retire,
lain Napter was appointed non-executive Chairman of the
Board with effect from 1 July 2007

The directors’ biographies appear on pages 25 to 27 and illustrate
the range of experience which ensures an effective Board to
lead and contro! the Group The executive and non-executive
directors have a complementary range of financial, operational
and entrepreneunial experience which ensures that na single
director 1s dominant in the decision making process

The size of the Board allows individuals to commuricate openly
and freely and to make a personal contnbution through the
exercise of thewr indwidual skills and experience The high leve)
of non-executive representation provides for healthy independent
challenge to the executive directors and semor management

We consider that all the Board's non-executive directors
continue to be independent of management in both character
and judgement, none of the non-executve directors have

any relationships or circumstances which could affect their
judgement Between them, the nan-executive directors bring
inddual contribution to the deliberations of the Board They
have been apponted for ther specific areas of expertise and
knowledge and their wide ranging expenence and backgrounds
ensure that they can debate matters constructively in relation
to both the development of strategy and performance against
the objectives set out by the Board

The Board recogrises and understands investor concems over
longer serving non-executive directors and has specifically
considered this matter during the year Although Henni Talerman
has served on the Board since 1993, the Board remarns satisfied
that he continues to operate in an independent manner, that
his performance continues to be effective and that he continues
to demonstrate the necessary commitment to his role Henn has
receved no form of performance-related pay or share options
and he does not have any relationships which could adversely
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affect his independence. Furthermore, his considerable expenence
and particular areas of knowledge and expertise in the investor
market inform his contributions and cantinue to add value to
the deliberations of the Board Henn s not a member of any

of the Board committees where independence 1s recommended
by The Code

The role of Sentor Independent Non-Executive Director
continues to be hetd by Colin Smith

In line with The Caode, the Company's Articles of Association
require all directors to submit themselves for re-election at every
third annual general meeting However, all the non-executive
directors and the Chairman have agreed to submit themselves
for annual re-efection to allow shareholders to have a reqular
opportunity to reassess the compositron of the Board This

also recognises the provisions of The Code in seeking annual
re-election of any non-executive directors who have served
more than nine years on the Board The Board is satisfied that
all the non-executive directors standing for re-election continue
to perform effectively and to demonstrate commitment to their
role, including commitment of time for Board and committee
meetings as well as any other duties which may be undertaken
by them from time to time

Chnstine Bogdanowicz-Bindert, Bob Lee, Colin Smith and

Henri Talerman shall therefore retire at the Annual General
Meeting and, being eligible, offer themselves for re-election

lain Napier, being subject to election at the first opportunity
following his appointment by the directors will also stand for
election at this year's Annual General Meeting The executive
directors have agreed to stand for re-election on a bi-annual basis
and Miles Roberts, being subject to rotation in accordance with
the Company's Articles of Association, will also seek re-election

Operation of the Board

The Board schedules at least six meetings a year at about
two-monthly intervals Additional meetings are held as necessary
to consider specific matters where a decision 1s required before
the next meeting Dunng the year, seven formal Board meetings
were held and the principal matters considered included reqular
reviews of the operational and trading performance of the
Group, detailled consideration of progress against strategic
growth opportunities, and monitonng and approval of major
projects incduding the acquisitton of several businesses in the
UK, Italy, Poland and Luxembourg The Board also reviewed and
approved annual and medium-term plans, recewved feedback
from presentations to nstitutional shareholders, approved major
capital expenditure investments, approved the full year and
intenm results statements, reviewed relevant governance
matters, approved relevant changes to the capital structure

of the Group’s subsidianes and considered relevant health,
safety and environmental, Human Resource and succession
planning matters
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Attendance at meetings of the Board and at meetings of
sub-committees s set out n the table on page 33 Several
non-executive director meetings have been held dunng the
year without the executive directors present The senior
independent director and the non-executive directors have
also met without the presence of the Chairman to consider
the appointment of Lord Sheppard’s successor

There 1s a clear dvision of responsibilities between the
non-executive Chairman and the Chief Executive The Chairman,
supported by the Secretanat, leads the Board through governance
matters, ensures that the meetings of the Board and with
shareholders are properly conducted and 1s responsible for
setting the Board agenda The Chief Executive has day-to-day
responsibility for all business of the Group and carnes out the
agreed strategy and policies of the Board All directors have
access to the Company Secretary who 1s responsible for ensuning
that Board procedures are followed and that the Company
comphes with all apphcable rules, regulations and obligations
governung the Company’s operations

A strong feature of the Board's effectiveness 1s an open style

of management and a free flow of information between the
executives and non-executives This 1s encouraged by the
non-executive Chairman and supported by the Chief Executve

All directors communicate with each other on a reqular basis

and contact with sentor management within the Corparty 15
encouraged In this regard, semior executives are frequently
inwited to attend Board meetings to make presentations on
specific matters and this serves to facilitate a clearer understanding
of business 1ssues Board papers are prepared and issued prior to
each Board meeting to enable directors to give due consideration
to all matters in advance of the meeting Directors are able to
take independent professional adwice if necessary at the
Company's expense

The Board has a schedule of matters reserved for its consideration
The reserved matters include determination of the overall strateqy
of the Group, the approval of the annual report and accounts
and other financial statements, authorisation of major capital
expenditure and acquisttions, ensuring that there are proper
internal controls, the approval of banking and other financial
arrangements, and the monitoring of operational and trading
performance as well as health, safety and environmental matters
and risk management procedures

All directors are entitled to undertake training relevant to

their duties During the year, Miles Roberts continued to receve
spectahst training in the area of orgamisationa! development and
Bob Bevendge has attended continuing professional development
serminars Colin Smith and Bob Lee as Chairmen of the Audit and
Remuneration Committees respectively continued to attend
updates and discussion meetings held by leading advisory bodies
The new Chairman 1s receving a formal induction programme
which includes site visits and operational presentations by semor
executives Ongoing training is provided in the form of regular
briefing papers which are subrnitted to Board members on
regutatory/legislative developments on topics of specific
refevance to them

Board performance evaluation

Last year the Board introduced a formal board evaluation
process to assess the overall performance of the Board and

the contnbution made by indwdual directors The exercise was
devised internally It was undertaken in an open manner with
responses from Board members to detailed questionnaires being
analysed and the output summarsed for the Board An analysis
of the output and the resulting discussion concluded that the
functioning of the Board is largely satisfactery with an open and
constructive discussion of issues The evaluation found that the
wide range of skills and expenence of the existing directors
provides a sound base for the operation of an effective board
and that each director makes an effective contribution to the
workings of the Board The output from the exercise was also
taken into account when considening whether to put forward
each director for re-election at the Annual General Meeting

We are of the view that the Board is best placed to carry out
such evaluattons without the need to employ the services of

an outside agency as this 1s an appropnate and cost effective
procedure An action plan has subsequently been developed to
further improve Board performance with focus on the key themes
which emerged from the last evaluation exercise These included
the need to ensure that the Board maintains appropriate focus on
the corporate strategy balanced aganst continuing to momitor
progress on the existing business, developing the interface with
semor executives within the Company, and further developing
succession planning across the Group
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Corporate governance report continued

Operational management of the Group

The management of the Group’s business actwvities 15 delegated
to the Chief Executive Local operational, commercial, supply
chain, finance, development and technical 1ssues are delegated
to senior executive management on a structured basis and the
Chief Executive 1s responsible for establishing objectives and
monitoning executive actions and performance Employee and
social and community responsibilities are delegated to the Human
Resources Director who reports directly to the Chief Executive
whao tn turn holds ultimate responsibiity The Chief Executive 1
also ultimately responsible for customer service and quality
matters although day-to-day management of such matters s
delegated to the Managing Directors of the dvisions The
relationship between the Board and the Chief Executve 1s
gaverned by the non-executive directors, particularly through
the work of the Board committees

There are three principal operating dmsions UK, Western
Continental Europe and Eastern Continental Europe, each of
which1s headed by a managing director who is responsible for
the operational management of the dwvision The Chief Executive
and Finance Director each attend regular trading meetings
with the management of each dwision in which they review

all sigruficant issues, including customer service, trading and
operational performance, forecasts, working capital, people
development, capital investment proposals, health and safety
and environmental 1ssues Reports on progress are tabled at
each Board meeting

The Chief Executive chairs a monthly meeting of the Group
Management Team whose role Is to assist with the development
and smplementation of Group strategy, to consider commercial,
financia! and operational matters across the Group and to ensure
transfer and shanng of knowledge and best practice This team
meets on a monthly basis and is chaired by the Chief Executive
The other members of the team are the Finance Directar, the
Managing Directors of the UK and Western Continental Europe
divisions, the Strategic Development Director. the Director of
Purchasing and the Human Rescurces Director Other members
of the senior managerment teams are invited to attend as may
be deemed appropriate

Sub-committees of the Board have been established with
Charters which detail their composition, activities and dutres
They also define the extent of the authonty delegated to each
sub-committee The Charters, including the composition of

the sub-committees, are frequently reviewed and updated as
necessary to ensure ongoing campliance with the provisions of
The Code and other guidelines Copies of the terms of reference,
actmities, roles and responsibilities of the Board committees are
available from the Group's website at www mcbride co uk

These sub-committees are properly authonsed under the
constitution of the Company to take decisions and act on behalf
of the Board within the guidelines and delegations laid down by
the Board The Beard is kept fully informed of the work of these
commuttees with reports being tabled from ttme to time by the
relevant sub-committee chairmen
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Audit Committee

The Audit Commuittee compnses the three independent
non-executive directors and 1s chaired by Colin Srith who

has relevant financial experience and up to date knowledge of
financial matters In fine with The Code, the Committee momitors
the integnty of the financial statements of the Company, reviews
accounting policies and disclosure practices and reviews the
internal control and nsk management systems It also reviews the
cost effectiveness, Independence, objectmty and effectiveness
of the audit process and makes recommendations to the Board
in relation to the appaintment and remuneration of the external
auditor Committee members normally serve for a penod of not
less than three years and a quorum of the Commuttee is two
members There are a mimmum of three meetings per annum

The report of the Audit Committee s set out on pages 35 to 36

Remuneration Committee

The Remuneration Committee comprises the three independent
non-executive directors and is chaired by Bob Lee It reviews the
overall remuneration policy and makes recommendations to the
Board on remuneration for the executive directors and monitors
the level and structure of remuneration for key sentor executives
It also reviews the Company’s management development plans
The Chuef Executive 1s Invited to attend the Committee meetings
on all matters except those relating to his own remuneration
The composiion of the Commuttee reflects the provisions of
The Code The Committee does not formally retain remuneration
consultants but takes professional advice from external adwisers
as and when required

The Committee meets at the request of any member but s
required to meet at least once in each financial year and a
quorum Is three members The members of the Committee have
no personal inancial interest, other than as shareholders, in the
Committee’s decisions They have no conflicts of interest arising
from crass directorships with the executive directors nor from
being involved in the day-to-day business of the Group

The report of the Remuneration Comrmittee 1s set out on
pages 42 to 47

Nomination Committee

The Nomination Committee 15 chaired by the Chairman of

the Board and in additton comprises the other non-executive
directors Subsequent to the year end, the Chief Executive has
been appointed a member of the Committee It s responsible for
reviewing the structure, size and composition of the Board as well
as considenng and recommending the nomination of candidates
for appointment as executive or non-executive directors to the
Board Members of the Commuttee are not invalved in matters
affecting their own positions

The Committee meets as appropnate and a quorum is three
members, at least two of whom shall be independent
non-executive directors

The report of the Nomination Committee 1s set out on page 37
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Attendance at meetings

Attendance of ndmdual directors at full Board meetings meetings of the Audit, Remuneration and Nomination Commuttees and the
Annual General Meeting during the year ended 30 June 2007 1s given in the table below-

Board Audit  Remuneration Neminatian AGM
Number of meetings held 7 3 3 3 1
Number attended
Lord Sheppard 7 nfa n/a 3 1
Mr MW Roberts 7 nfa n/fa nfa 1
Mr R | Bevertdge 7 n/a n/a n/a 1
Mrs C A Bogdanowicz-Bindert 7 3 3 3 1
MrRALee 7 3 3 i 1
Mr C D Smith 7 3 3 3 1
Mr H Talerman 7 n/a n/a 3 1

nfa incicates the director ts not a member of the Committee

Directors do not participate in meetings when matters relating to them are being discussed

Relations with shareholders

The Board places considerable importance on the maintenance
of effective, balanced communications with all shareholders
Meetings with analysts and institutional shareholders are held
at the time of the Intenm and Final results These provide the
opporturity for shareholders to assess the Group’s performance
and prospects and to expiore the Group’s approach to corporate
governance matters The executive directors also reqularly meet
face to face with analysts, brokers and fund managers to further
promote a better understanding of the business and its strategic
development The Board is kept informed of investors’ views
through distnbution and regular discussion of analysts’ and
brokers’ briefings

The Chairman and the Semor Independent Non-Executve
Director are avaitable to discuss governance and strategy with
major shareholders should such a request be made and both are
prepared ta contact indvidual shareholders should any specific
areas of concern or enquiry be raised Following his appointment,
the opporturity will be afforded in due course for the new
Chairman to meet with major shareholders Where apphcable,
non-executive directors proactively seek the views of major
shareholders on certain issues

All members of the Board are present at the Annual General
Meeting to respond face-to-face to quenes posed by indvidual
shareholders or their representatives The Chairman also provides
an update on current trading conditions At each Annual General
Meeting the Chairman reports, after each show of hands, details
of all proxy votes lodged for and aganst each resolution, and

the number of abstentions Subsequently, the results are also
published on the Company's website

We respond throughout the year to correspondence receved
from indmidual shareholders on a wide range of 1ssues and
we also participate in a number of surveys and questionnaires
submitted by a variety of institutional /representative bodies

Internal control and nsk management

The internal control syster, which accords with the Turnbull
Guidance, embraces all business risks, including financial,
operational and strategic nsks, and incorporates a full review
of compliance controls and risk management across the Group
This system 15 operated as an integral part of the orgamisation
of executive responsibilities and accountabiities and has been
reviewed by the Board

The Board has ultimate responsibility for the Group's system of
internal control and for reviewing its effectiveness It 1s designed
to manage rather than eliminate the nisk of fallure to achieve the
business objectives and to provide reasonable, but not absolute,
assurance that assets are safequarded against unauthonsed use
or material loss and that transactions are properly authorised
and recorded The processes in place also assist the Board in
identifying whether the Group has any significant failings or
weaknesses in its internal contral system

The executive directors are responsible for implementing

the risk management strategy and for ensunng its effective
operation Accountability for managing operational nsks is
delegated to the divisional management teams who review

and assess nsk management matters as part of their business
processes and risk contrals and actions are regularly adjusted

in response te the changing market environment Emergency
response plans, cnsis management plans and operational disaster
recovery plans are in place with the objective of minimising the
adverse consequences of a senous inaident and to ensure that
any control failures are suitably escalated to semor management
and the Board as necessary Such procedures are updated
regularly and are made available to all serwor managers Progress

15 overseen by the Audit Committee wath an annualised consolidated
review of the nsk profile of the Group being undertaken to
identify any major nsk exposure and to consider any appropnate
mitigating actions A whistle-blewing policy 1s in place for
individuals to report suspected breaches of law or regulations

or other impropneties
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Corporate governance report continued

The Group’s internal control and risk management activities
are managed through business nisk reviews completed
every six months and a supporting detailed set of internal
control procedures

Business nsk review

Every six months the diistons undertake a self-audit programme
to review their business nisks, rate their impact and review actions
and internal controls to miigate them The review ensures that
business nisk assessment 1s integral to general business processes
and ensures that risks are reviewed on a regular basis taking
account of the dynamic nature of both the business and the
external environment in which the Group operates Risks are
assessed in terms of their potential impact on the business,

and mitigating controls and actions are reviewed by the Audit
Committee at least twice a year

Internal control procedures

Management responsibility and accountability The Group

has clearly defined management responsibility and reporting
hnes The Chief Executive and Finance Director meet regularly
with divisional management to review progress on financial,
commercial, aperational, supply chain, human resources, health,
safety and environment 1ssues as well as regulatory and legal
compliance matters

Corporate planning The Group produces a Corporate Plan each
year whuch 1s approved by the Board It focuses on the market
environment, Group strategy and objectives, actions to achieve
them and implementation through the divisions Strengths,
weaknesses, nsks and opportunities are highlighted at a
divsional and Group level

Budgeting and reporting There 1s a comprehenswe annual
budgeting process that 1s ultimately approved by the Board
Financial performance against budget 1s monitored and
challenged centrally and full year forecasts are updated
each quarter The Board is reqularly updated on the Group's
financial performance and position against targets

Key performance indicator (KPI) benchmarking A comprehensive
set of commercial, operationa, financial and people KPIs are
reported across the Group Performance agamst targets and
shanng of best practice are discussed regularly at meetings at
site, dvision and Group levels The adequacy and suitability of
existing KPis are reviewed regularly - they were recently updated
for the year ending 30 June 2008 in line with the Corporate Plan

Expenditure approval Authonsation and control procedures are
in place for expenditure on capital projects and a process also
exists to review capital expenditure post investment to highlight
issues, motivate management to achieve forecast benefits and
improve future projects Authonsation procedures for operating
costs and contractual commitments are reviewed regularly
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Documented policies There are documented policies for a range
of subjects including human resources matters, expenditure,
treasury and financial reporting The Group Finance Manual
defines accounting policies and controls to be followed by all
Group companies, including reporting responsibilities, approval
procedures and a detalled Intemal Control Questionnaire which
1s completed and signed by divisional finance directors each year
to confirm compliance

Internal Audit. An internal audit capability has been established
to assess and improve the effectiveness of the nsk management,
control and governance processes of the Group

Insurance inspections Insurance inspections are carned out
at all sites and a report 1s produced for each site outhning nsk
improvement recommendations

Cash The cash position 1s monitored daily across the Group
and variances from expected levels are investigated thoroughly
Working capital balances are analysed in detail and in a!

cases significant variances against expectations are analysed
thoroughly

Audit Committee The Audit Committee reqularly reviews internal
reports and reports from the external auditors The Committee
feeds back the results of its deliberations to the Board taking
account of any changes in the nature and extent of any
significant risks together with the Group’s ability to respond

to such changes and after having constdered the scope and
gualty of the ongoing monitoning of nsks and the systems

of internal control

External auditors The Group's external auditors add a further
independent perspactive an certain aspects of the internal
finanaial control system as a result of ther work

Board The Board considers any high level nsks at Group level
and delegates specific responsibility to members of the Group
Management Team to consider and reassess the effectiveness
of the existing controls and to identify whether any new actions
are necessary to strengthen existing control systems This
exercise also considers whether any new nisks have ansen as

a result of any control failings or weaknesses and the extent to
which any unforeseen outcome may lead to a matenial impact
on the Group's financial performance or condition The Board
also considers the effectiveness of the Company’s public
reporting processes

The Board has reviewed the effectiveness of the systems

of internal controls and risk management procedures during
the year and is satisfied that there is an engoing process for
identifying, evaluating and managing nisks faced by the Group
Thes process has been in place for the year under review and
has remained n place up to the date of approval of the Directers’
Report All nsks are regularly reviewed and the key corporate
nsks are referred to in the Business Review section of this
report The Board has concluded that the key business nisks

of McBride are well controlled, that the controls and procedures
are adequate and appropriate and that most of the remedial
actions have anly moderate resource and cost implications
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Audit Committee report

Report of the Audit Committee

The role of the Audit Committee is to assist the Board in fulfiling its
responsibilities regarding the integnity of the Company’s financial
statements, reviewing nsk management and internal control,
monitorning comphance with legal and regulatory requirements,
the performance independence, appointment, re-appotntment
and remuneration of external auditors, and reviewing the
Company’s financral reporting standards

Composition of the Audit Committee

The composition of the Committee fully reflects the provisions

of The Code The Chairman is Colin Smith and the other members
are the other independent non-executive directors, Bob Lee

and Chnstine Bogdanowicz-Bindert The Board is satisfied that
the Comrmittee members are sufficiently competent in financial
matters Mr Smith is a Fellow of the Institute of Chartered
Accountants and has relevant financial experience and up

to date knowledge of financial matters

The Committee’s terms of reference were reviewed during the
year and some minor amendments were made in line with the
latest Turnbull Cuidance to ensure that the Committee report
to the Board in sufficient detail and with sufficient regulanty
as to enable the Board to fulfil its duties in the exercise of an
appropnate standard of care when reviewing the effectiveness
of the Comparny's intermal controls The Committee’s Charter

15 avaslable on the Group’s website at www mcbnide co uk

The Commuttee met three times during the financial year ended
30 June 2007 in September 2006, February 2007 and May 2007
Subsequent to the year-end, a further meeting took place to
consider the outcome of the annua! audit for the year ended
30 June 2007 Attendance at meetings by indmidual members

of the Commuttee 1s shown in the table on page 33

Prnincipal activities
During the year, the principal actvities of the Committee were
as follows

Financial statements

The Committee recenved regular reports on the Group’s trading
performance and considered reports from the external auditors
and the Group Finance function on both the intenim and full year
financial statements Any catical reporting issues were discussed
and the going concern assumptions and the Group’s compliance
with accounting standards and with stock exchange and legal
requirements were considered The Committee received regular
reports on audit-related and major taxation prejects The
Committee also reviewed the financial disclosures made by

the Group

Accounting policies

The Committee received reqular updates on technical reporting
1ssues and on eriical accounting policies it reviewed the Group's
finance policies and procedures and considered any new or
proposed changes in accounting policies or requlatory requirements

External auditors

The Committee recerved reports from the external auditors
including proposals on the audit strategy for the year and reviews
on the scope and outcome of the interim and year-end audits
and on control and accounting developments

The Committee evaluated the performance of the external auditors
during the year A proposal on whether to tender the audit firm
work was considered dunng the year and the Committee concluded
that, given the performance of the incumbent auditors combined
with the general nsks associated with changing the audit firm, it
would be in the Company's best interests to continue with KPMG
and review periodically as required

The Committee monitored the external audit firm's comphance
with applicable ethical guidance and, in addition, considered the
independence and the objectmty of the external auditors taking
due account of all appropnate guidelines This included a specific
review of the audit firm’s own policies, procedures and standards
which are in place to assure the Company of its independence,
and the fees paid te the auditors and other service prowiders,

for non-audit services were analysed

The Committee cansidered and approved the external auditor's
fees for the year ended 30 June 2007

Independent meetings were held between the Sub-Committee
members and the external auditors in the absence of the executive
directors and between the Chairman of the Committee and the
external auditors

The Committee has recommended to the Board the re-appointment
of KPMG Audit Pic for the year ending 30 June 2008

Internal audrt

As a result of an assessment of the need for an internal audit
function, an internal capability has now been estabhished The
initial priorities have been approved by the Audit Committee and
alonger term strategy will be developed In the meantime, the
Commuttee 15 satisfied that the intemnal processes and controls
currently in place are adequate
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Audit Committee report continued

Risk management and internal control

The Committee receved reports relating to the Company’s approach
to intemnal control and sk management actvities A self-assessment
programme continued to operate dunng the year This exercise

15 based on regular reviews of detailed Business Risk Registers,
assesses the adequacy of the control mechanisms in place to
rutigate any risks and identifies any relevant action points necessary
to further protect the Company’s posiion Within this process, nsks
are proactvely as well as reactively assessed on a regular basis
within the disions [n future, the internal audit function remit
will be extended to include auditing of the business risk review
output from the divisions The Committee has reviewed progress
duning the year and has concluded that the self-assessment
programme has heen effective with reqular reviews of any risk
areas taking place and with reports being tabled on any changes,
contrals and mitigating actions More information is reported

on pages 33 to 34

Policies

The Committee reviewed the Company’s corporate policies

on soctal and ethical matters, whistleblowing and the provision
of non-audit services It concluded that appropnate key policies
appear to be in place to ensure that such reasonable steps have
been taken to prevent fraud and to allow any impropneties to
be reported By way of further assurance, an exercise has been
initiated to test the measures already in place Reports an the
Group’s treasury policy, banking faciities and on [T system
developments were reviewed by the Board as a whele
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Non-audit fees

Duning the year, E0'5 million was payable to KPMG Audit Plcin
respect of audit services for the Group tn addition, £0 2 mullion
was payable to the Group’s auditors for non-audit services
where they were best placed to undertake the work due to

their knowledge of the business or as a by-product of the avdit
function This was mostly tax and transaction related work More
details of the total non-audit fees paid to the Group's auditors
dunng the year are set out tn note 7 to the consolidated financial
statements on page 60 We have in place a policy in relation to
the provision of non-audit services which has been designed

to preserve the independence of the auditors in performing

the statutory audit and aims ta avoid any conflict of interest

by specifying the type of non-audit work for which the auditors
can be engaged without referval to the Audit Committee, for
which a case-by-case decision 1s necessary, and from which they
are excluded In accordance with this policy, other providers are
constdered for non-audit work which 1s awarded on the basis

of service and cost Work was awarded during the year to three
other external advisers far work on finanoial due dihgence work
relating to acquisibions and tax A total of £0 & mllien was incurred
in relation to these services provided by other advisers
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Nomination Committee report

The role of the Nomination Committee is to assist the Board in
reviewing the structure, size and composition of the Board and
its sub committees, to identify and nominate candidates to fill
Board vacancies, to formulate successton plans for executive
and non-executive directors, and to recommend the efection
or re-election of directors to the Board

The Commuttee’s terms of reference were rewewed dunng the
year {twas concluded that the Charter complies with all refevant
guidelines and operates satisfactonly However, minor changes
were made to reflect the latest UK legislation relating to age
discnmination with the removal of any reference to the maximum
age of directors The composition of the Committee has been
revised subsequent to the year end to allow the Chief Executive
to become a member of the Committee The Committee’s Charter
15 available from the Group’s website at www mcbride co uk

The Commuttee’s Chairman is the Chairman of the Board and

the other members now compnise all the non-executive directors,
Chnistine Bogdanowicz-Bindert, Bob Lee, Colin Smiuth and
Henri Talerman and the Chief Executive, Miles Roberts Three
meetings of the Committee were held during the year in july
2006, Octaber 2006 and May 2007 These meetings were
convened for the purposes of assessing the contributions of the
indmidual directors, to censider their re-election to the Board as
appropriate, to review the composition of the sub-committees
of the Board and to consider the appointment of a new
Chairman te the Board

Following the announcement of Lord Sheppard's intention to
retire from the Board, the Committee put in place an appropriate
process to consider his successien This included the drawing up
of a job description and identification of the attnbutes required
together with an assessment of the anticipated time commitment
involved External adwsers (Egon Zehnder) were appointed as
consultants to identify potential candidates and to advise on

the appropriate remuneration The leading of the process was
delegated to a sub-cammittee comprising Colin Smith as the
Senior Independent Non-Executive director Henn Talerman as
the longest serving non-executive director and the Chief Executive
Full and regular contact and consultation was maintained wath
the other members of the Committee Following the identification
of a cand:date of the appropnate calibre with the necessary
skills, knowledge and expenence to support the strategic and
commercial cbjectives to grow the Group, a meeting of the
Commuttee was convened for the purposes of recommending

to the Board the appointment of Mr lain Napier as the new
non-executive Chairman of the Board with an effective
commencement date of 1 July 2007 Responsibility for the drawing
up of an appropnate Letter of Appointment setting out the terms
and conditions, expectations and responsibilities of the role was
delegated to the Seruor Independent Non-Executive director and
the Chief Executve

A further meeting has been held subsequent to the year-end,
the pnincipal activities of which included
> Assessment of the contributions made by the indmidual
directors prior to recommending their re-election to the Board,
> Consideration of the re-election of the non-executive directors
to the Board,
> Consideration of the re-elechon of the Chief Executive to
the Board,
> Consideration of the continuation of Colin Smith m the role
of Semor Independent Non-Executive Director;
> Consideration of the independence of Henn Talerman pnor
to recommending his re-election to the Board, and
> Reviews of the composition of the Remuneration, Audit and
Normunatton Sub-Commuttees of the Board

No Committee member participated in any discussion relating
to their personal position
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Statutory information

Pnincipal activity

The Group’s pnncipal actmty is the production, distnbution

and sale of Private Label househeld and personal care products to
leading retailers in the UK and Continental Europe The Board
expects the Group to continue focusing on the current core
business and main product categones in which it currently operates

Business review

The Group 1s required to produce a business review complying
with the requirements of section 234Z7B of the Companies Act
1985 The Group has compled with this requirement in the
Business Review, which 1s presented on pages 6 to 25 This
Incorporates a detailed review of the Group's activities, its
business performance and developments during the year

and an indication of likely future developments

Group results and dvidends

The results for the year are set out in the consolidated income
statement on page 49 and a discussion of the Group’s finanoial
performance and progress are set out in the Business Review on
pages 6to 25 A summary of the results for the year, together with
financial key performance indicators discussed on pages 20 to 21,
15 set out below

Biographical details of the directors holding office at the date
of this report appear on pages 26 to 27

Information on directors’ remuneration and service contracts
is given in the Remuneration Report on pages 42 to 47

Directors and their interests

The beneficial interests of the directors (none of the dectors had
any non-beneficial interests dunng the year) in the share capita
of the Company (in terms of shares, options and condibonal share
awards) at 1 July 2006 and 30 June 2007 were

Figures in £m unless otherwise stated 2007 2006
Revenue 5920 5401
Organic revenue growth®®® +2% 1%
Operating profit 319 272
Adjusted operating profit™ 345 n2
Basic earmngs per share 119 103p
Adjusted basic earmngs per share®® 130p N8
Dmdend per share 56p 51p
Return on capital employed®@&® 221% 243%

{1} Indicates Group key perfermance indicator

{2) The calculatson of organic revenue growth and return on capital employed
15 explamed on page 10

(3) Before amoruisation of intangible assets and exceptiona! items

The directors recommend that a final dividend of 39 pence
(2006 3.5p) per ordinary share be paid on 30 November 2007

to shareholders on the register at the close of business on

26 October 2007 Combined with the interim dvidend already
paid, total dvidends for the year are 5 & pence (2006 5 1p) per
ordinary share, an increase of 10%. Further detads of dwvidends are
shown in note 10 to the consolidated financial statements on
page 62

Directors
The directors who held office during the year were

Lord Sheppard Non-executve Chairman

Mr M W Roberts Chief Executive

Mr R ] Bevendge Group Finance Director

Mrs C A Bogdanowicz-Bindert  Independent
non-executive director

MrRALee Independent
non-executive director

Mr C D Smith Semor independent

non-executive directer

Mr H Talerman Non-executive director
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At1July 2006

Conditional

share

Director Shares  Optons®™  awards™
Lord Sheppard 2100000 - -
Mr M W Roberts 2000 509615 152769
Mr R | Bevendge - - -
Mrs C A Bogdanowicz-Bindert 10,000 - -
MrRA Lee 5000 - -
Mr C D Smith 100.000 - -
Mr H Talerman 2,500 - -
At 30 June 2007

Conditional

share

Director Shares Options”  awards®
Lord Sheppard 2,100,000 - -
Mr M W Roberts 2,000 509615 309,019
Mr R | Beveridge® 25,000 - 65476
Mrs C A Bogdanowicz-Bindert'™ 20,000 - -
MrRALee 5,000 - -
Mr C D Smith 100,000 - -
Mr H Talerman 2,500 - -

(1) The options nclude those held under the 1995 International Executive Share Option
Scheme (Unapproved) and the 2002 Unappreved Discretionary Share Option Scheme

(2) The conditional share awards are awards made under the McBride Long Term
Incentrve Plan

(3) Dunng the year Bob Beveridge acquired 25000 ardinary shares in the Company
and Chnstine Bogdanowicz Bindert acquired 10 000 shares

On 6 July 2007, lain Napier purchased 4,807 ordinary shares in

the Company There have been no other changes in the directors’
interests in the shares of the Company from those detalled above
between 30 June 2007 and 5 September 2007 None of the directors
had any interest in the shares of any subsidiary company Further
details of options and condional share awards held by the directors
are set out in the Remuneration Report on pages 42 to 47

Re-election of directors
Details of all directars offening themselves for election or re-election
can be found in the Corporate Governance report on page 30

Transactions wrth directors

Except for service contracts there were no contracts of
significance with the Company, or any subsidiary undertaking,
subsisting durning or at the end of the penods in which any
director 1s or was matenally tnterested
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Indemnification of directors

In accordance with its Articles of Association, the Company has
the power (at its discretion) to grant an indemnity to the directors
in respect of habiites incurred as a result of their office tn respect
of those habilties for which directors may not be indemnified, the
Company purchased and maintained a directors’ and officers’ hability
insurance policy throughout the peried

Neither the Company’s indemnity nor insurance provides cover in
the event that the director 1s proved to have acted fraudulently or
dishonestly No claims have been made either during the year nor
by the time of approval of this Directors’ Report

Employment policies/employees

Involvement of employees

We recognise our employees as a valuable asset and we focus on
helping employees to actueve their full career potential through
the prowision of traming and development opportunities Our
appraisal system 1s extended to alt employees and helps to ensure
that indmduals’ needs are continually assessed We acknowledge
that team working 1s invaluable 10 helping to deliver our goals
and this 1s actively encouraged through cross-fertiisation of ideas
both across functions and across terntones so that best practice
is shared at every opportunity We have wide ranging employee
pelicies in place to help provide guidance and to set the standards
expected of our employees in all their business dealings These
pohcies are made available to employees on a regular basis

We are committed to employee consultation by way of regular
briefings, listening groups, information bulletins and Company
newsletters Members of the senior management teams continue
to visit the sites regularly and, from time to time, participate in
'Back to the Floor” initiatives and attend ‘Q&A’ sessions at our
management developrment programmes These exercises provide
the opporturuty for open questisning fram employees and
encourage two-way dialogue Most sites are actively engaged
in involvemnent initiatives to allow all employees to understand
and relate to our business goals and many sites hold open days
to allow employees’ families to see the environment in which
their family members work

Reward and recognition

Ehgible employees are encouraged to become shareholders
through parttcipation 1n the McBride Savings-Related Share
Opticn Scheme Some employees participate in performance-
related bonus schemes and some senior management are
elgible to participate in share-based option schernes and

the LTIP scheme Local incentive schemes relating to site
performance are avallable to all site based employees

We respect the night of employees to join trade unions and
appropriate representative bodies where they choose to do so
We have in place formal arrangements with recognised national
unions where this 1s deemed appropriate and Partnerships or
Works Councils (joint management /employee consultation groups)
cperate at all UK and Western Continental Europe faciliies
Where these arrangements include nominatton of employee
representatives, they are not discriminated against and they

are allowed reasonable time and facilities to carry out their
representative duties

Employment of disabled persons

We aim to provide a working environment and to offer terms
and conditions of service which allow disabled people with the
necessary skills and qualtfications to abtain employment with
the Group If employees become disabled during the course of
their employment, they will continue to be employed, wherever
practicable, in the same job, or if this 1s not practicable, every
effort 1s made to find and provide appropnate retraining and
redeployment Disabled people are afforded equal opportunities
in recruitment and prometion and full and fair consideration is
given to providing opportunities for training and development of
people with disabilities according to their skills and capabilibes

Equal opportunities

It 1s our policy to ensure equal opportunity n recruitment, selection,
promatien, employee development, training and reward policies
and an updated policy on Equal Opportunities and Diversity was
published during the year We place great emphasis on establishing
and maintaining a safe working envireonment for our employees
and it 1s a key objective to ensure that successful candidates

for appointment and promotion are selected taking account of
indivtdual ability, skills and competencies without regard to age,
gender, race, religion, disability or sexual onentation If an employee
15 1njured during the course of his employment, the incident is
thoroughly investigated and, where appropnate, rehabilitation
support is provided to help the employee to return to work as
soon as possible Wherever a restructuring programme Is
undertaken, great care 1s taken to ensure that all relevant
communications, consultations and support and quidance 1s
provided and every effort is taken to ensure that compulsory
redundancies are minimised

Charrtable and political donations

The Group made donations to chanties of £20,000 (2006 £30,000)
during the year It 1s the Group’s pelicy not to make political
donations and, accordingly, there were no payments to pelitical
organisations during the year (2006 £nul)

Environment

The Group recognises the impartance of responsible environmental
management and its oblhigations to protect the environment

The Group therefore gives high prionty to all environmental
matters relevant to its business Further information appears

in the Corporate Social Responsibility report on pages 28 to 29
and in the separate 2007 Sustanability Report available from

the Group's website at wwwmcbnde co uk

Research and development

The Group recogrises the importance of investing 1n research
and development which brings new product development
support for its customers

Suppher payment policy and practice

Group companies do not comply with any payment code but
agree terms and conditions under which business transactions
with thewr supphers are conducted Payments are then made
in accordance with those terms, provided that supplers also
comply with all relevant terms and conditions At 30 June 2007,
the amount the Group owed its suppliers represented 85 days’
purchases (2006 88 days) The Company is a holding company
and therefore does not have any trade creditors
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Statutory information continued

Financial instruments

Information on the Greup's financial nisk management objectives,
pohcies and actmties and on the exposure of the Group to
relevant nsks in respect of financial instruments s set out on
pages 21 to 22 and in note 21 to the conselidated financial
statements on pages 68 to 71

Share capstal

Details of the Company'’s share capital are shown in note 22 to the
consolidated financial statements on page 71 The authonsed share
capital of the Company is £50,000.000 dmded into 500,000,000
ordinary shares of 10 pence each The ardinary shares carry equal
nghts to dividends, voting and return of capital on the winding
up of the Company There are no restnctions on the transfer of
securites in the Company other than following service of a notice
under section 792 of the Companies Act 2006 (formerly section
212 of the Companies Act 1985) and there are no restrictions on
any voting nights or deadiines, other than those prescribed by law,
nor i1s the Company aware of any arrangements between holders
of its shares which may result in restrictions on the transfer of
securities or on voting nghts Parbicipants in employee share
schemes have no voting or other nghts in respect of the shares
subject to those awards unti the allocations are exercised, at
which time the shares rank pari passu in all respects with shares
already in 1ssue No such schemes have any rights with regard to
contral of the Company

Share repurchases

At the 2006 Annual General Meeting, shareholder approval was
granted to allow the Company to repurchase up to 17660,000
ordinary shares No shares were repurchased duning the last
financial year The existing authonty walt expire on the date

of the 2007 Annual General Meeting when the directors will

be seeking authority from sharehglders to buy back shares
which will be cancelled or may be held as Treasury shares for the
purpose of meeting obligations under employee share schemes

At the beqinning of the financtal year, the Company held
1,022,852 ordinary shares as Treasury Shares During the year,
465,278 and 555,555 shares were transferred out of Treasury into
the McBride 2002 Unapproved Discretionary Share Option Scheme
and McBnde 1995 International Executive Share Option Scheme
At the end of the year, 2,019 shares remained held in Treasury

Substantial shareholdings

On 5 September 2007 (being the latest practical date prior to the
date of this report), the Company had been not:fied of the following
interests amounting to 3% or more of its 1ssued share capita!

Shareholder Number of shares %
Invesco Asset Management 30,872,842 171
Allianz Lebensversicherungs AG 16,734,845 93
Aberdeen Asset Management 10,329.242 57
Barclays Global Investors 9,689,530 54
Aberforth Investment Managers 8,254,498 46
Legal & General Investment Management 7725745 43
Scottish Widows Investment Partnership 7339652 41
Goldman Sachs Asset Management 7.275.206 40

All the above are institutional holders
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Significant agreements/takeovers directive

There are a number of agreements that take effect, alter or
termunate upon 3 change of controt of the Group such as commercial
contracts, bank loan agreements and employee share schemes
None of these are deemed to be significant in terms of their
potential mpact on the business of the Group as a whole

Articles of Association

The Company’s Articles of Association {'the Articles’) give power to
the Board to appoint directors, but also require directors to retire
and submit themselves for election at the first Annual General
Meeting following their appointment Specific rules regarding
the re-election of directors are referred to in the Corporate
Governance report

The Board of Directors may exercise all the powers of the
Campany subject to the prowvisions of relevant statutes, the
Company’s Memorandum of Assaciation and the Articles The
Articles, for instance, contain specific provisions and restrictions
regarding the Company’s power to borrow money Powers relating
to the issuing and buying back of shares are also included in the
Articles and such authonities are renewed by sharehalders each
year at the AGM A copy of the Articles 1s available to view on the
Company's website

The Company i1s committed to ensuring that it keeps pace with
changing leqislation and regulation Accordingly, the directors
propose to recormmend to shareholders at the Annual General
Meeting that the current Articles be updated to reflect the
provisions of the new Companies Act 2006 and other relevant
guidelines

Statement of directors’ responsibiities

The directors are responsible for prepanng the Anneal Report
and the Group and parent company financial statements,

in accordance with applicable law and requlations

Company law requires the directors to prepare Group and

parent company financial statements for each financial year
Under that law the directors are required to prepare Group
financial statements in accordance with International Financial
Reporting Standards {IFRSs) as adopted by the EU and applicable
law and have elected to prepare the parent company financial
statements in accordance with UK Accounting Standards and
apphcable law (UK Generally Accepted Accounting Practice)

The Group financial statements are required by law and !FRS

as adopted by the EU to present farrly the financial position

and performance of the Group, the Companies Act 1985 provides
in relation to such financial statements that references in the
relevant part of that Act to financial statements giving a true
and fair view are references to their achieving a fair presentation

The parent company financial statements are required by
faw to give a true and fair view of the state of affars of the
parent company
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In prepaning each of the Group and parent company financial
statements, the directors are required to
> Select suitable accounting pohcies and then apply
them consistently,
> Make judgements and estimates that are reasonable and prudent,
> For the Group financial statements, state whether they have
been prepared in accordance with IFRSs as adopted by the EU,
> For the parent company financial statements, state whether
apphcable UK Accounting Standards have been followed,
subject to any material departures disclosed and explained
in the parent company financial statements, and
> Prepare the financial statements on the going concemn basis
unless it 15 inappropriate to presume that the Group and the
parent company will continue in business

The directors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time the
financial position of the parent company and enable them to
ensure that its financial statements comply with the Companies
Act 1985 They have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the
Group and to prevent and detect fraud and other irregularities

Under applicable law and regulations, the directors are also
responsible for prepanng a directors’ report, directors’ remuneration
report and corporate governance statement that comply with
that law and those regulations The directors are responsible

for the maintenance and integnity of the corporate and financial
information included on the Company’s website Legislation in
the UK governing the preparation and dissemination of financial
statemnents may differ from legistation in other junsdictions

The directors confirm that, to the best of their knowledge

and belief, the annual accounts, prepared in accordance with
apphcable accounting standards, gwe a true and fair view of the
Company's consolidated assets, labilibes, financial positien and
profit, and that the Business Review includes a fair view of the
development and performance of the business and of the
Company’s position including a descriptian of the principal nisks
and uncertainties that it faces

Going concem

After making appropnate enquiries, including a review of

budgets and available facilities, the directors have a reasonable
expectation that the Company and the Group have adequate
resources to continue In operational existence for the foreseeable
future For this reason, they continue to adopt the going concern
basis in prepaning the financial statements

Directors’ statement regarding disclosure

of informatian to auditors

The directors who held office at the date of approval of this
Directors’ Report confirm that, so far as they are each aware, there
15 no relevant audit information (as defined in the Companies Act
1985} of which the Company’s auditor 1s unaware Each director
has taken all the steps he or she ought to have taken as a director
to make himself or herself aware of any relevant audit information
{that 15, information needed by the auditors in connection with
prepanng their report) and to establish that the Company's
auditors are aware of that information

Annual General Meeting

The notice convening the Company’s 2007 Annua! General
Meeting at Financial Dynamics, Holborn Gate, 26 Southampton
Bulldings Londen, WC2A 1PB on 30 October 2007 at 1030 am
15 set out in the separate document issued to shareholders with
this report

The annual report and accounts for the year ended 30 June 2007
can be obtained free of charge from the Company's registered
office or 15 avarlable from the Group’s website at www mchnde couk

Audrtors

On the recommendation of the Audit Commuttee, resolutions are to
be proposed at the Annual General Meeting for the reappointment
of KPMG Audrt Plc as auditors of the Company and to authorise
the Board to fix their remuneration The remuneration of the
auditors for the year ended 30 june 2007 15 fully disclosed in

note 7 to the consolidated financial statements on page 60

Signed on behalf of the Board
M W Roberts

Director

5 September 2007
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Remuneration report

This report. prepared on behalf of the Board, sets out the
pohicy and disclosures on remuneration for the executive and
non-executive directors of the Board It takes full account of
The Code and it comphes with the requirements introduced
by the Directors’ Remuneration Report Regulations 2002

A resolution will be put to shareholders at the Company's
Annual General Meeting inviting them to approve this report

In accordance with Schedule 7A 'Directors’ Remuneration
Report’ of the Comparies Act 1985, those paragraphs that
have been audited have been highlighted as such

Terms of reference and activrties in the year
Both the constitution and operation of the Remuneration
Committee comply with the pnnciples incorparated in The Code

The Commuittee 1s responsible for determining the remuneration

palicy for the executve directors and for key senior executives

The mam duties of the Committee are

> To review the ongoing appropriateness and relevance of the
remuneration pohcy

> To make recommendations to the Board on remuneration
packages for the executive directors and the composition/spht
of the total compensation packages

> 7o review and consider the remuneration packages and terms
of employment for other senior executive management

> To review the implementation and operation of the Company's
share option schemes and long-term incentive ptan {LTIP)

> To review the Company's management development plans

The Commuittee 1s authonsed by the Board to investigate any
matters within 1ts terms of reference It meets as frequently

as needed, but usually twice a year, to consider remuneration
packages for directors and serior executives including reviews
of basic salary, pension rights, bonus and share related awards
In the financial year ended 30 June 2007, the Committee met
three times in July 2006, September 2006 and March 2007
Attendance by indmdual members of the Committee is
disclosed in the table on page 33

The Committee’s terms of reference are reviewed regularly

to ensure continuing complhiance with evolving best practice
guidelines A review this year concluded that the terms comply
with relevant gquidelines and that the Commuttee operates
satisfacterly Minor amendments were made to reflect some
operational peints and ta capture the latest guidelines set out
in The Code and other relevant institutional recommendations

The Charter setting out the constitution and terms of reference
of the Remuneration Committee 1s avallable from the Group's
website at www mcbnde co uk

The pnnaipal actvibies of the Committee during the period were

to deal with reviews of the executive directors’ performance
over the year against objectives, to establish objectives for the
new financial year; to consider related pay award proposals, to
consider senior executive salary reviews and bonus and mcentive
scheme payments, and to deal with the allocation of LTIP awards
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Composttion of the Remuneration Committee

The composition of the Committee comprises the independent
non-executive directors and the Chairman of the Company

Bob Lee 15 Chairman of the Committee with the other members

being Chnstine Bogdanowicz-Bindert, Colin Smith and lain Naprer

A quorum of the Committee 1s three Meetings may be attended

by the Chief Executive on all matters except those relating to his

own remuneration Support is provided by the Human Resources
director and independent adwvice 1s sought from external advisers
as and when required

Remuneration policy

Tota! remuneration potential i1s designed to be competitive In

the relevant market, thereby enabling the Group to attract, retain

and motivate hugh calibre executwes whilst ensuning alignment

of remuneration policy with strategy and sharehelder interests

The pohicy for executives, including the executive directors, 1s

based on the following core pnnoples

> Basic salary for all employees 1s targeted generally at around
the median of the Company’s comparator group, this can rise
to between median and upper quartie for consistently strong
or outstanding indwdual performance

> For all executives this 1s cambined with performance related
variable elements to result in between median and upper
quartile total remuneration against delivery of supenor
business results and returns to shareholders

> A portfolio of incentves and rewards balance the achieverment
of short and long-term business objectives

> The performance conditions far our LTIP are based equally on
the measurable delvery of strong growth in total shareholder
return and earrungs per share and are widely understood by
shareholders The three year vesting term serves to incentwise
loyalty and reward superior long-term performance

> Annual bonuses for the executive directors may be earned
up to a maximum of 75% of basic salary, dependentupona
combination of annual profit and specific, measurable, personal
ohjectives based on achievement of a combination of both
financial and non-financial goals

The Committee carefully considers on a regular basis the
market positioning of the remuneration of all executives for
whose remuneration it 1s responsible agamnst the most recent
and relevant market data available For example, for the Chief
Executwve, market data for the CEO position in comparuies of
comparable size, complexity and international spread m the

UK FTSE 250 index1s used A similar approach is taken for other
senior executives Since intraducing the LTIP in 2005, there has
been no further review of the Company’s share-based incentive
schemes However, the Group will continue to keep this under
regular review to ensure the schemes’ continued effectiveness
and compliance with market quidehnes and contribution to
shareholder value

The Committee is committed to keeping its pehcy under
regular review, taking into account changes in the competitive
environment and in remuneration practices We also pay due
regard to quidelines set by the key institutional shareholder
bodies Arrangements in relation to termination of service
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contracts have been specifically reviewed and there are no
excessive severance arrangements or pension benefits in place for
the executive directors During the year the Committee engaged
the services of the independent consultants, Towers Pernn, for
support and advice on executive remuneration Towers Perrin
has no other cannecton with the Company

Total remuneration

The performance of the executive directors and key members

of senior management is reviewed an a regular basis and this

15 used as a precursor to evaluating their annual remuneration
and to establish appropriate incentve schernes The aim s to
provide packages which take account of indwidual performance
whilst remaining sensitive to pay and employment conditions
elsewhere in the Group and externally Current packages typically
compnse a mix of performance and non-performance-related
elements Basic salary and benefits-in-kind are the elements of
non-performance-related remuneration This element 1s reviewed
annually with levels set by reference to appropnate external market
data Vanable remuneration consists of two fundamental elements
annual cash bonus and discretionary share based awards These
incentives are performance-related and represent a significant
part of the executve directors’ total potential remunerabon
Cash bonuses represent a short-term performance-related
element of remuneration with payments linked to annual business
targets and by reference to data from comparable companies
Share based awards represent |onger-term performance-related
elements of remuneration No new share options have been
granted dunng the year Awards under the LTIP have been made
as disclosed on page 46 The remuneration of the Charrman

and the non-executive directors is determined by the Board as

a whole taking account of market rates based on independent
adwce as deemed necessary Indvtdual directors do not paruicipate
in the decisions concerning their own remuneration

Basic salanes

The basic salaries of executive directors and senior executives
are reviewed annually taking inte account indwidual expenience,
performance and responsibilities as well as pay awards made
to other employees, and benchmarking against competitor
company remuneration for similar positions The Remuneration
Committee consults waith the Chief Executive and pays due
regard to his recommendations for other semior executives
The Commuttee also has access to professional advice as may
be deemed necessary from inside and outside the Company
Salaries are paid monthly in arrears by bank transfer

Annual bonus

The Remuneration Committee aims to ensure that executive
directors and senior executives are fairly rewarded for their
contribution to the success of the Group The bonus structure

15 actvely reviewed on a regular basis with external independent
adwvice For the year ending 30 June 2008 there 1s therefore a
significant bonus element for the executive directors of up to

a maximum of 75% of basic salary These bonus plans include

an element of up to 15% of basic salary based on achievement

of specific non-financial goals which are set by the Remuneration
Committee and are linked to the strategic objectives of the Group

A further cash bonus of up to 35% of basic salary s inked to
achievement of financial goals based on profit after tax targets
In addition, up te 25% of basic salary subject to achievement
of various financial targets, 15 payable in shares to be retained
by the Company for three years and only payable if the executwe
director remains employed by the Company at the end of

that penod Bonuses for other senior executives are hnked to
achievement of a combination of budgeted financial targets
and other non-financial goals No payments are made if these
targets are not reached All bonuses are non-pensionable
Payments of up to 33% of basic salary were made to the
Group’s executive directors and senior executwes in respect

of the year ended 30 June 2007

Share options

Whilst the directors are not required to hold any qualification
shares, the Remuneration Committee believes that share
ownership by management serves to strengthen the hink
between their personal interests and these of shareholders
Acquisition of shares in the Company 1s therefore encouraged
and details of directers’ shareholdings are disclosed on page 46
Whilst the executve directors and senior executives are eligible
to participate in the Company’s share option schemes, no new
grants of share options were made during the year ended

30 June 2007 Detalls of existing share options held by the
executive directors are disclosed on page 46

The Committee’s policy has been for share option grants to be
iimited to twice annual basic salary but for the options not to be
issued at a discount and not to be pensionable No consideration
15 payable for the grant of an option and vesting of options 15
subject to the achievement of performance targets over a set
performance peried All schemes have a ten-year hfe span and
options are exercisable between three and ten years from the
date of grant, subject to satisfaction of performance conditions
Performance criteria have been selected by the Remuneration
Committee In accordance with contemporaneous market practice

The share scheme rules incorporate provisions to allow the
Company, at its discretion, to transfer its National Insurance
Contrbuttons lability to indmidual grantees In the past, the
directors chose to exercise this discretion in relation to the
exercise of options granted to semor executwes across the
Group In the interests of consistancy, this policy will be continued
for future exercises Options for the executive directors are
exercisable but these have not been exercised to date

Long-Term Incentive Plan {LTIP}

Shareholders approved the LTIP at the 2005 AGM The LTIP's
cbjectives are to aign the long-term interests of shareholders and
management, to reward achievement of long-term stretching
targets, and to recruit, retam and motivate management of the
required calibre Awards are made to executive directors and to
senior executives who are not Board members but who have

a significant influence over the Group's ability to meet its strategic
objectives Whilst it 1s not a requirement of the LTIF, executives
are encouraged to use the scheme to increase their share
ownership in the Company
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Remuneration report continued

The LTIP operates over a rolling three year period For awards up
to and ncluding thase made during the year ended 30 june 2007,
half of the shares covered by an award only vest for total
shareholder return (TSR) above the median of the comparator
group (the FTSE 250 Ex Investment Companies Index) rising

on a strarght line basis to full vesting on achievement of top
decile TSR performance The ather half of the shares covered

by an award vest on earnings per share (EPS) growthin excess
of RPI plus three per cent per annum rising on a straight line
basis to full vesting at RPI plus five per cent per annum The
EPS measure will be adjusted to recognise any share buybacks
undertaken by the Company

The Committee considers TSR and EPS to be key long-term
measures of the Group’s performance and beheves that the
overall objectives of the LTIP remain refevant to the Company's
current circumstances and prospects In ine with its policy to
keep the appropriateness of LTIP awards under regular review
and having recewved further independent advice dunng the year,
the Committee has decided to exercise its power to revise the
performance conditions to be applied te future awards

Awards will continue to be subject to achievernent of
performance critena based on TSR and EPS with 50 per cent

of each award being based on each target For the TSR element
of an award, 50 per cent of shares will vest at above median TSR
performance, as measured against the comparator group, nsing
to maximum vesting at the upper quartile The EPS vesting
scale will be stretched so that imitial vesting will still require EPS
growth in excess of RP plus three per cent per annum but full
vesting will only occur on achievement of EPS growth of at least
RPI plus eight per cent per annum The Committee beheves the
revised conditions are more in ine with current market practice
whilst continuing to set approprately demanding targets

in the year under review, executive directors and serior
executives were eligible to receive awards over shares having

a market value of up to 100% of basic salary Details of LTIP
awards to the executive directors are disclosed on page 46

It 1s the Commuttee's intention that long-term incentwes will
continue to be provided under the LTIP and that phased awards
will be made on an annual basis but always subject to indwidual
performance and at the discretion of the Committee Awards for
the year ending 30 june 2008 will be considered in due course
In the year ended 30 June 2007, £166,000 was charged to the
income statement in respect of the LTIP

Directors’ service contracts

In ine with the recommendations of The Code, it 1s the Cornmittee’s
policy for directors’ service contracts to sbpulate a maximum notice
period of 12 manths Both Mites Roberts’ and Bob Bevendge's
contracts stipulate 12 months’ notice by both the Company

and the director The current service contracts of the executive
directors were entered nto on 13 July 2005 wath Miles Roberts
and 27 April 2006 with Bob Beveridge All directors’ contracts

are availlable for inspection at the Annual General Meeting

Executrve directors

The service contracts prowide for the executive directors to provide
services to the Company on a full-tme basis The contracts contan
in addition to remuneration terms details of hohday and sick pay
entitiement, restrictions and disciplinary matters
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The contracts contain restrictive covenants for periods of up

to 6 months post employment relating to non-competition, non-
solicitation of the Group's customers, suppliers and employees
and indefinutely with respect to confidential information In
additron, they provide for the Group to own any intellectual
property nghts created by the directors in the course of their
employment The Company allows the executive directors to hold
non-executive positions outside the Company subject to Board
approval The Company's policy on retention and disclosure of
earrings relating to such positions 15 set out on page 45

The Commuttee recogrises the provisions of The Code for
compensation commitments to be stipulated in directors’
service contracts with regard to early termination Current
practice 15 not to include iquidated damages clauses Instead,
the Committee places emphasis on mitigation and reserves
its positton to deal with such matters on a case by case basis
acting fairly whilst at the same time taking a robust ine This
practice will be kept under review

There are no agreements between the Company and its
directors or employees providing for additional compensation
for loss of office or employment (whether through resignation,
purported redundancy or otherwise) that may occur in the event
of a takeover bid

Other benefits

The Company pays into defined contribution pension schemes
on behalf of Miles Roberts and Bob Beveridge at 35% and 20% of
basic salary respectively In addition, the executive directors enjoy
similar benefits to many other employees of the Group including
private medical insurance, a fully expensed car or equivalent and
Irfe assurance cover

Non-executive directors and Chairman

The non-executive directors do not have service contracts but
renewable letters of appointment. These were last 1ssued on 1 july
2007 for the Chairman and in july 2004 for the non-executve
directors All the letters of appontment are terminable without
payment or compensation on three months’ notice The intention
is that the non-executive directors will normally be appointed for
an imt:al penod of up to six years They may subsequently be
invited to serve for further three year periods Any appomtment
for more than mine years in total will, in any event, be subject to
annual shareholder approval but, in addition, will be considered
taking into account the importance of refreshing the membership
of the Board and avoiding any undue reliance on any particular
individual whulst assessing the contnbution made by that
indwidual together with the ongoing commitment to the role

The Chairman and all the non-executive directors will be subject to
re-election by shareholders on an annual basis Their appointments
may be terminated without compensation in the event of them
not being re-elected by shareholders or otherwise in accordance
with the Company's Articles of Association The fees for the
Chawrman and the non-executive directors are set by the full Board
and are determined by reference to fees paid by other companies
of similar size and complexity and reflect the amount of time they
are expected to devote to the Group's actvities during the year
The non-executive directors receve a basic fee
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A supplementary fee is paid to Committee Chairmen and to the
Senior Independent Non-Executive Director to reflect their addrtional
responsibilities No element of their fees is performance-related
and they are not eligible to participate in bonus or share incentive
schemes Their services do not qualify far pension purposes or
other benefits Details of the non-executive directors’ emoluments
are shown 1n the table at the foot of this page and their
shareholdings are disclosed on page 46

Set out below 1s information regarding the appointment, election
and re-election of the Chairman and the non-executive directors

Election ar
Date first  Date of last re-election Latest
appomnted appointment  no later than letter of
Director to board at AGM in AGM In  appointment
Mr 1) G Napler 1 July 2007 nfa 2007 1)uly 2007
MsCA
Bogdanowicz-
Bindert 1 September 2003 2006 2007 1)uly 2004
MrRALee 1 September 2003 2006 2007 %july 2004
Mr € D Smith 4 April 2002 2006 2007 1)uly 2604
Mr H Talerman 23 May 1993 2006 2007 1july 2004

Performance graph

The graph on this page charts the total shareholder return
(share value movement plus reinvested dividends) (TSR} over
the 5 years to 30 June 2007 of shares in McBnde plc compared
with that of a hypothetical holding in the FTSE 250 Ex Investment
Companies Index The directors consider this index to be an
appropriate comparator group for assessing the Company’s TSR
because it provides a well defined, understoed and accessible
benchmark and the TSR of the Company's shares relative to that
of this index 1s one of the key performance measurements used
to determine the extent of vesting of awards under the
Company’s Long-Term Incentive Plan

Directors’ emoluments and compensation (audited)

Total shareholder return of McBnde shares relative to
the FTSE 250 Ex Investment Compamies Index between
30 June 2002 and 30 June 2007
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External appointments

Executwe directors are permitted, where appropriate and with
Board approval, to assume non-executwe directorships of other
organisations It 1s generally accepted that the holding of a
non-executive directorship with anather company should not
adversely affect the ability of an executive director to perform
his/her role and responsibilities properly In fact, the holding of
such an external position may enhance the indwidual director’s
experience which could serve to strengthen his/her performance
and contribution to the Cornpany Where the Company releases
executve directors to carry out non-executive duties, they will

be required to disclose the fact that they retain any earmings and,
if so, the amount of such remuneratron Miles Roberts 1s a non-
executive director of Care UK plc and 1s Chairman of its Audit
Commuttee and a member of its Remuneration Committee During
the year, he retained earmings of £33,000 relating to this role

The fixed and performance-related elements of directors’ remuneration for the year ended 30 June 2007 are set out below

Sub-total Pension contributions Total remuneration
Basic Year ended Year ended Yearended Yearended Yearended Year ended
Fees salary Bonus  Benefits® 30 June 2007 30)une 2006 30 June 2007 30 June 2006 30 june 2007 30 June 2006
Directer £000 £000 £000 £000 £000 E000 £000 £000 £Q00 £000
Executve
Mr M W Roberts - 372 122 25 519 443 130 116 649 559
Mr R } Bevenidge - 220 39 11 270 32 39 5 309 7
Non-execute
Lord Sheppard 108 - - - 108 108 - - 108 108
Mrs C A Bogdanowicz
-Bindert 27 - - - 27 27 - - 27 27
MrR ALee 30 - - - 30 30 - - 30 30
Mr C D Smith 30 - - - 30 30 - - 30 30
Mr H Talerman 27 - - - 27 27 - - 27 27
Total 222 592 161 36 1,011 697 169 121 1,180 818

(1) The benefits consist of the provision of a company car and fuel or equivalent prvate healthcare mmsurance and tife cover
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Remuneration report continued

Directors’ interests (audrted)
The beneficial interests of the directors (none of the directors held any non-beneficial interests during the year) in the ordinary shares
of the Company at 1 July 2006 and 30 June 2007 are set out below

Director At 30 June 2007 At fuly 2006
Lord Sheppard 2,100,000 2,100,000
Mr M W Roberts 2,000 2,000
Mr R} Beveridge 25,000 -
Mrs C A Bogdanowicz-Bindert 20,000 10,000
MrR A Lee 5,000 5,000
Mr C D Smith 100,000 100,000
MrH Talerman 2500 2,500
Share options (audrted)
interests of directors in share options at 1 July 2006 and 30 June 2007 are set out below
Number of Number of Option Earliest
Option options at Granted Exercised Lapsed options at exercise date of Expiry
Director type 1 July 2006 Inyear In year inyear 30 June 2007 price (£)* exercise™ date
Mr M W Roberts ESOS(A) 273504 - - - 273504 0585 24 Sept 2005 24 Sept 2012
ESQS(B) 236111 - - - 236111 072 16Dec2005 16Dec 2012

ESOS(A) = 1995 International Executive Share Option Scheme {Unapproved)
ESOS(B) = 2002 Unapproved Discret:onary Share Optien Scheme

(%)} Al the share options outstanding at 30 June 2007 were exercisable at that date as the earliest date of exercise had been reached and the relevant performance criteria

(requiring growth in the Groups earnings per share to exceed the increase in RP{ by up to 5 percentage points per annum over three financiat years) had been achieved m full
{2) Option exercise price 15 market value at the date of grant

No consideration was paid for the grant of any option or award

The market price of the Company's ordinary shares at 30 June 2007 was 219 25p and the range during the year ended 30 June 2007
was 153 75p to 261 50p

L.ong-Term Incentive Plan (audited)
Interests of directors under the McBride plc 2005 Long-Term Incentive Plan at 1 July 2006 and 30 June 2007 are set out below-

Share

Number of Awards Allacations Number of price at
Date awards at Allocated vested lapsed awards at date of Vesting
Dhrector of award 1 july 2006 In year In year In year 30 June 2007 award (£} date
Mr M W Roberts 9 Dec 2005 152,769 - - - 152,769 15513 8 Dec2008
13 Oct 2006 - 156,250 - - 156,250 16650 18 Oct 200%
MrR ) Beveridge 1% Oct 2006 - 65476 - - 65,476 16650 18 Oct 2009

The performance conditions attaching to existing awards under the plan are

50% of the award is subject to a total shareholder return (TSR) performance condition measured against the FTSE 250 Ex Investment
Comparues Index as the comparator group If the Company's TSR performance 15 lower than the median of the comparator group
awards subject to the TSR condition will lapse For TSR performance equal to or above the median of the comparator group, awards
will vest on a nising scale from nil at median performance to full vesting only if the Company’s TSR performance 1s in the upper decile
of the comparator group

This performance measure has been selected as it 1s operated in conjunction with the majonty of LTiPs in the same sector and the
Remuneration Committee wishes to encourage semor executives to focus on ensuning that the Company’s retumn to shareholders is
competitive compared to comparable companies

50% of the award 1s subject to an earmings per share (EPS) performance condition Awards subject to the EPS condition will lapse unless
the Company’s growth in EPS 1s at least 3 percentage points per annum above the increase in RPI, at which leve! half the awards subject
to the EPS condition will vest For performance above this level, awards will vest on a nsing scale, with full vesting only if growth in EPS
exceeds the increase m RPI by at least 5 percentage points per annum
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This performance measure has been selected because EPS is one of the key performance indicators used in the business and 1s a
measure well understood by the senior executive team It ts something which they can directly influence

TSR and EPS performance are measured over the period of three consecutwe financial years of the Company beginning with the year
of grant of the award There will be no re-testing of the performance conditions

Pensions (audited)
The following table shows details of pension payments intc money purchase schemes for the executive directors

Current year

payments
Director £000
Mr M W Roberts 130
Mr R | Beveridge 39

Payments to third parties
There have been no payments made to third parties for making avalable the services of the directors

Approved by the Board on 5 September 2007
Signed on behalf of the Board

RALee
Chairman of the Remuneration Committee
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The figures -~ Financial staternents

Independent Auditors’ report
to the members of McBride plc

We have audited the group and parent company financial statements
(the finanaal statements ) of McBnde ple for the year ended

30 June 2007 which comprise the Cansolidated Income Statement,

the Consolidated and Company Balance Sheets, the Consolidated Cash
Flow Statement the Cansolidated Statement of Recogrised Income
and Expense and the related notes These finanaal statements have
been prepared under the accounting policies set out therein We have
also audited the information tn the Directors’ Remuneration Report that
1s descnbed as having been audited

This report 1s made salely to the Company's members as a bedy in
accordance with section 235 of the Companies Act 1985 Our audit work
has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and
for no other purpose To the fullest extent permitted by law we do hot
accept ar assume responsibility to anyone other than the company and
the company s members as a body, for our audit work for this report,

or for the opinions we have formed

Respective responsibilities of directors and audrtors

The directors’ responsibilities for preparing the Annual Report and

the group financial statements in accordance with applicable law and
International Financial Reporting Standards {IFRSs) as adopted by the
EU, and for prepanng the parent company financial statements and the
Directors’ Remuneration Report in accordance with applicable law and
UK Accounting Standards {UK Generally Accepted Accounting Practice)
are set out in the Statement of Directors Responsibilities on

pages 40 to 41

Our responsibility is to audit the financial statements and the part

of the Directors Remuneration Report to be audited in accordance with
relevant legat and regulatory requirements and International Standards
on Audittng (UK and Ireland)

We report to you our opinion as to whether the financial statements
give a true and fair vew and whether the financial statements and the
part of the Directors Remuneration Report to be audited have been
properly prepared in accerdance with the Comparwes Act 1985 and as
regards the group financial statements, Article 4 of the 1AS Regulation
We also report to you whether in our opinion the information given

in the Directors Report set out on pages & to 4715 consistent with the
financial statements

In addition we report to you if 1n our opinion the company has nat kept
proper accounting records «f we have not receved all the information
and explanations we requrre for our audit, or if information specified

by law regarding directors’ remuneration and other transactions 15

not disclosed

We review whether the Corporate Governance Statement reflects the
companys compliance with the mne provisions of the 2003 Combined
Code speafied for our review by the Listing Rules of the Financial
Services Authonty, and we report if it does not We are not required to
consider whether the boards statements on internal control cover all
nsks and controls, or form an opimon on the effectiveness of the groups
corporate governance procedures or its nsk and control procedures
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We read the other information contained in the Annual Report and
constder whether it 1s consistent with the audited financial statements
We consider the implicaions for our report if we become aware of any
apparent russtatements or matenal Inconsistencies with the financial
statements Our responsibilities do not extend to any other information

Basis of audit opinion

We conducted our auditin accordance with International Standards

on Auditing (UK and Ireland} issued by the Auditing Practsces Board

An audit includes examination, on a test basis, of evidence relevant

to the amounts and disclosures in the financial statements and the part
of the Directors’ Remuneration Repart to be audited It also includes

an assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether
the accounting policies are appropnate to the groups and company’s
circumstances, consistently applied and adequately disclosed

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

be audited

Opinion

In our opinion

> the group financtal statements give a true and fair view In
accordance with IFRSs as adopted by the EU of the state of the
group’s affairs as at 30 June 2007 and of its profit for the year
then ended,

> the group finanaal statements have been properly prepared in
accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation,

> the parent company financial statements give a true and fair view
n accordance with UK Generally Accepted Accounting Practice,
of the state of the parent company's affairs as at 30 june 2007,

> the parent company financial statements and the part of the
Directors Remuneration Report to be audited have been properly
prepared in accordance with the Companies Act 1985, and

> the information given in the Directors Report 1s consistent with
the financial statements

G Audit P U‘k(’/ M&I/WA

Chartered Accountants
8 Sahsbury Square
London EC4Y 8BB

Registered Auditor
5 September 2007
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Consolidated income statement

for the year ended 30 June 2007

Pre Exceptional Post Pre Exceptional Past
exceptional ftems exceptionak exceptional items exceptional
items (note 3) tems tems {note 3) ttems
2007 2007 2007 2006 2006 2006
Note £m fm £m £€m £m £m
Revenue 2 5520 - 5920 5401 - 5401
Cost of sales (393 0) - (393 0) (355 8) - (3558)
Gross profit 1830 - 1930 1843 - 1843
Distribution costs (397) - (397) (352) - (352)
Administrative costs
Before amortisation of intangible assets (124 8) (21) (126 9) (1179) (38) (121.7)
Amortisation of intangible assets {05) - (05) (02) - (02)
Adrinistrative costs including amartisation
of intangible assets (125 3) (21) {1274) (1181) (38) (1219)
Operating profit 2 340 (21) 319 310 (38) 272
Finanoial iIncome 48 - 48 39 - 39
Finanaial expenses (72} - (72} (52) - (52)
Net financing costs 6 {24) - (24) 13 - (1.3)
Profit before tax 7 316 (21) 295 297 (38) 259
Taxation 8 (88) 06 (82) (81 12 {75)
Profit for the year 228 (15) 213 210 (26) 184
Attnbutable to
Equity holders of the parent 227 (15) 212 208 (26) 182
Minority interest 01 - 01 02 - 02
Profit for the year 228 {15) 213 210 (26) 184
All activities relate to continuing operations
Earmings per ordinary share (pence) 9
Basic 119 103
Dituted 17 101
Dndends 10
Paid in year (£mj) 92 87
Paid in year (pence per share) 52 49
Proposed (Em} 69 62
Proposed (pence per share) 39 35
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The figures - Financial statements

Consolidated balance sheet

at 30 June 2007
2007 2006
Note £m £m

Non-current assets
Intangible assets 1R 411 154
Property plant and equipment 13 1643 1306
Other non-current assets 14 05 05
Deferred tax 8 26 51

208 5 1516
Current assets
Inventones 15 597 413
Trade and other receivables 16 1307 1066
Cash and cash equivalents 26 66 13
Assets classified as held for sale 13 13 -

1983 1492
Total assets 4068 3008
Current habilities
Interest beaning loans and borrowings 20 99 52
Trade and other payables 17 1731 1417
Current tax payable 8 19 17
Provisions 18 20 13

1869 1499
Non-current liabifities
Interest bearing loans and borrowings 20 776 252
Pensions and other post-employment benefits 13 29 137
Provisians 18 16 10
Deferred tax 8 115 2!

996 470

Total habilities 2865 1969
Net assets 120.3 1039
Equity
Issued share capital 22 178 177
Share prermuum account 24 1418 1418
Other reserves 24 {(02) {08)
Retained earnings 24 (391) {55.2)
Total equity attnbutable to equity holders of the parent 1203 1035
Minority interest 24 - 04
Total equity and reserves 24 1203 1039

These financial statements were approved by the Board of Directors on 5 Septem

M W Roberts
Director
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Consolidated cash flow statement
for the year ended 30 June 2007

2007 2006

Hote £m &m
Profit before tax 29.5 259
Net inanang costs 24 13
Pre-tax exceptional charge in the year 21 38
Share based payments 0.2 -
Profit on sale of property plant and equipment (01) (03}
Depreaation 172 178
Amortisation of intangible assets 0.5 02
Operating cash flow before changes in working caprtal 518 487
(Increase)/decrease in receivables (38) 21
(Increase)/decrease ininventones (7%) 15
Increase/{decrease) in payables 86 (64)
Cash flow in respect of exceptional items 17 (55}
Cash generated from operations 478 404
Interest paid (33 (24)
Taxation pard {6.3) (6.5)
Net cash from operating activities 382 315
Cash flows from investing actmties
Proceeds from sale of land and buldings 01 22
Acquisition of property plant and equipment (19 8) (191)
Acquisition of intangible assets {0.2) (04)
Acquisition of businesses, net of cash acquired 4 (578) (13)
Acquisiton of minonty interest 4 an -
Interest receved 13 03
Net cash used in iInvesting activiies (781) (243)
Cash flows from financing actvities
Proceeds from 1ssue of share capital o7 06
Repurchase of awn shares - (33}
Increase of borrowings 493 60
Paymenit of finance lease liabilities {07) (04)
Dmdends pad (92) {87)
Net cash generated/(used) in financing activities 401 (58)
Netincrease in cash and cash equivalents 02 i4
Cash and cash equivalents at start of year 13 (27}
Effect of exchange rate fluctuations on cash held 01 -
Cash and cash equivalents at end of year (10) (13)
Reconciliation of cash and cash equivalents per the balance sheet and cash flow statement
Cash and cash equwvalents per the balance sheet 66 13
Overdrafts (76} {26)
Cash and cash equivalents per the cash flow statement 26 {10) (13)
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The figures - Financial statements

Reconciliation of net cash flow to movement in net debt

for the year ended 30 June 2007

2007 2006
Note £m £m
Increase In cash and cash equivalents in the year 02 13
Cash inflow from movement in debt (493) 60}
Mavement on finance leases 07 04
Change in net debt resulting from cash flows (484) 43
tease financing acquired with subsichary (1.2) -
Loans acquired with subsidianes (29) -
Translation differences 07 {05)
Movement in net debtin the year {51 8) @n
Net debt at the beginning of the year (291) (24 4)
Net debt at the end of the year 26 (809) (291)
Consolidated statement of
recognised income and expense
for the year ended 30 June 2007
2007 2006
£m £m
Foreign exchange translation differences (11) 07
Net gain/({loss) on hedge of net investment in foreign subsidianes o8 ()]
Cash flow hedge reserve movement (0.3) 04
Tax on items taken directly te equity 01 (01)
Actuanal gain/(loss) net of deferred tax 31 {06)
tncome and expense recognised directly in equity 26 (03)
Profit for the year 213 184
Total recognised sncome and expense for the year 239 181
Attnbutable to
Equity sharehoiders of the parent 238 179
Minerity interest 01 02
239 181
Total recognised income and expense for the year 181
Adjustments relating to implementation of {AS 32 and IAS 39 from 1 july 2005 (1%
166
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The figures - Finanoal statements

Notes to the Group financial statements

1) Significant accounting policies

Basis of preparation

The consolidated financial statements of the Group have been prepared
and approved by the directors i accordance with Intermational Financial
Reporting Standards (IFRS) as adopted for use in the Eurapean Union
(EV) (‘adopted IFRS) in accordance with EU law (IAS Regulation £C
1606/202), IFRIC Interpretations and the Campanies Act 1985 applicable
to companies reporting under IFRS The Company has elected to prepare
the parent companys financial statements in accordance with UK GAAP
These are presented on pages 75to 77

The consolidated financial statements are prepared on the historical
cast basis except where adopted IFRSs require an alternative treatment
The principal vanations to histonical cost relate to pensions ({AS 19) and
financial instruments (IAS 39) These conschdated financiat statements
are presented in pounds sterling Sterling is the functional currency of
the parent company McBride plc All finanoal information presented
has been rounded to the nearest £0 1 million

The preparation of financial statements in conformity with adopted IFRS
requires management to make judgements estimates and assumptions
that affect the apphcation of policies and reported amounts of assets
and habilities, Income and expenses The estimates and associated
assumptions are based on histonical expenence and various other factors
that are beheved to be reasonable under the circumstances the results
of which form the basis of making the jJudgements about carrying values
of assets and labilities that are not readily apparent from other sources
Actual results may differ from these estimates

The estimates and underlying assumphtions are reviewed on an ongoing
basis Revisions to accounting estimates are recogrused in the year in
which the estimate 1s revised f the revision affects only that year or

in the year of the revision and future years if the revisien affects both
current and future years

Judgements made by management in the apphication of adopted IFRSs
that have significant effect on the finanaal statements and estimates
with a significant nisk of materal adjustment in the next year are
discussed on page 56

The accounting pohcies, set out betow have been applied consistently
to all periods presented in these financial statements, except that the
Group has adopted the IFRIC interpretations below with effect from
1)uly 2005 Adaption of these interpretations did not have a material
effect on the financial statements of the Group

> [FRIC 4 Determining whether an Arangement cantains a Lease
> |[FRIC 8 Scope of IFRS 2 Share-based Payment
> IFRIC 9 Reassessment of Embedded Dervatives

Basis of consolidation

The Group finanaal statements consist of the financial statements
of McBnde plc {'the Company’} and all its subsidiary undertakings
(collectwvely referred to as the Group’)

Subs:dhanes

Subsidianes are entities controlled by the Group Control exists when the
Graup has the power directly or indirectly to govern the financiat and
cperatinig palicies of an entity 50 as to obtain benefits from its actvities
In assessing control, potential voting nghts that presently are exercisable
or convertible are taken into account

Subsidianes are consalidated from the date on which control is
transferred to the Group and cease to be consolidated from the date
an which control 1s transferred out of the Group Accounting policies
of subsidianes acquired have been changed where necessary to ensure
cansistency with the policies adopted by the Group

Transactions elirminated on consolidation

Intragroup balances and transactions and any unreahsed gains and
losses ansing from tntragroup transactions, are ehminated in prepanng
the consohdated financial statements

Foreign currencies

In line with the exemption perrmitted under IFRS 1, the Group elected to
reset the foreign currency translation reserve to zero at 1 July 2004 the
date of transition

Transactions in foreign currencies are translated to the respective
functional currency of Group entities at the rate ruling at the date of
the transaction Assets and habihbies denominated in foreign currencies
at the balance sheet date are translated at the rate of exchange ruling
atthat date Foreign exchange differences ansing on translation are
recognised in the income statement The income and expenses of
subsidiaries whose functional currency 1s not sterling are translated

at the average rates of exchange for the year

The assets and habilibes of overseas subsidiaries are translated at the
clostng rates of exchange ruling at the balance sheet date Goodwill and
fair value adjustments arising on the acquisition of a foreign operation
are treated as assets and liabilses of the acquired company and recorded
imitially at the transaction date exchange rate and thereafter at the closing
rate of exchange ruling at the balance sheet date

Differences ansing on retranslation are taken directly to 2 separate
component of equity Exchange differences arising from the retranslation
of a net nvestment n a foreign operation less exchange differences on
foreign currency boerrowings which effectively hedge that operation are
taken to equity On disposal of a foreign operation accumulated exchange
differences are recognised in the income statement as a component of
the gain or foss on dispesal

Revenue

Revenue In the iIncome statement represents the amounts net of trade
discounts and rebates and exduding value added tax derived from the
prowvision of goads to third party customers dunng the year Revenue Is
recogmised when the significant nsks and rewards of ownership of the
goods have passed to the buyer the amount of revenue can be measured
reliably and receipt of payment 1s probable, typically on delwery and
acceptance of the goods by the customer

Exceptional items

The Group presents certain tems as exceptional’ These are terns
which, in managements judgement need to be disclosed by virtue
of their size or inadence in order to ebtain a proper understanding
of the financial information

Income tax

Current income tax

income tax on the profit or loss for the year compnises current and
deferred tax Income tax is recognised in the income statement except
to the extent that it relates to items recogrised directly in equity inwhich
case It 15 recogrused in equity Current tax 1s the expected tax payable on
the taxable income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in
respect of pravious years

Deferred income tax

Deferred tax i1s recognised using the balance sheet hability method
on temporary differences between the carrying amounts of assets
and liabilibes for financial reporting purposes and the amounts used
for taxabion purposes The following temperary differences are not
provided for initial recognition of goodwill and the iibial recogrion
of assets or liabilities not in business combinations that affect neither
accounting nor taxable profit
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The figures - Financial statements

Notes to the Group financial statements continued

1} Significant accounting policies continued

Deferred tax 1s not recognised for temporary differences refating to
nvestments in subsidiaries to the extent that they will not reverse in the
foreseeable future and is therefore anly provided for known remittances at
the balance sheet date

Deferred tax assets are recognised to the extent that it 1s probable
that future taxable profit will be avallable against which the temperary
differences can be utilised

The carrying amount of deferred income tax assets 1s reviewed at each
balance sheet date and reduced to the extent that it 1s no longer prebable
that sufficient taxable profit will be available to allow alt or part of the
deferred income tax asset to be utiised Deferred Income tax assets and
labilities are measured at the tax rates that are enacted or substantially
enacted in respect of the perod when the asset s realised or the hability
15 settled

Net financing costs

Net financing costs comprise interest payable on bank loans, overdrafts
and finance leases fair value gains and interest on differentials on
derwvatives interest recewable on funds nvested expected return on
pension assets and the interest cost on pension scheme liabihihes

Segments

A segment s a distinguishable component of the Group that 1s engaged
n providing products or services (business segment) or in providing
praducts or services within a particular economic environment (geographic
segment) which is subject to nsks and rewards that are different from
those of other segments

Dividend distribution

Dmvidend distnibution to the Company’s shareholders is recognised as a
hability in the Group's financial statements in the penod in which they are
declared and approved Intenm dividends are recognised in the period In
which they are pard

Intangible assets

Trade marks and patents

Trade marks and patents obtained on acquisitian of businesses are shown
at fair value They have a definite useful life and are carned at fair value at
the date of acquisition less accumulated amortisabon Amortisation s
calculated on a straight ine basis over three years

Brand names and customer relationships and lists

Brand names and customer relationships and lists obtained on
acquisition of businesses are shown at fair value They have a definite
useful life and are carned at fair value at the date of acquisition less
accumulated amortisation Amortisation is calculated on a straight line
basis over their economic Ife typically of up to five years

Computer software

Computer software 1s carned at cost less any accumulated amortsation or
any impairment foss Externally acquired computer software and software
licences are capitalised and amortised on a straight ine basis over their
useful economic lives of three to five years Costs relating to development
of computer software for internal use are capitalised once the recogniion
critena are met When the software 1s avadable for its intended use these
costs are amortised over the estimated usefu! life of the software

Gaooadwill

In line wath the exempuion permitted under IFRS 1 the Group elected
to apply IFRS 3 Business combnations prospectively from 1 july 2004

{ the transition date’) rather than restate previous business combinations
As a result the carrying amount of goadwall in the Group balance sheet
at 1july 2004 has been brought forward without adjustment In respect
of acquisitions prior to 1 july 2004 goodwill represents the amount
recognised under the Group's previous accounting framework.
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Goodwaill represents the excess of cost of an acquisition aver the Group's
interest In the net far value of identifiable net assets and contingent
liabilties of a business at the date of acquisiion Goodwill on acquisitions
15 ncluded in ntangible assets When the excess 1s negative (negatwe
gaodwill), it Is recognised immediately in the income statement

The Group assesses the carrying value of goodwill for impairment
annually or more frequently If events or changes in circumstances
indicate that such carrying value may not be recoverable Goodwilt1s
allocated to cash generating units for the purposes of imparment testing

Property, plant and equipment

Property plant and equipment is stated at cost less accumnulated
depreciation and any impairment in value Land 1s not depreciated
Depreciation is calculated on a straight-ne basis and charged to the
income statement aver the estimated useful life of the asset as follows

Freehold buildings - over 50 years
Leasehold bulldings - life of the lease
Plant and machinery - 8 to 10 years
Computer equipment - 3 to 5 years
Motor vehicles ~ 4 years
Moulding equipment - 3 to 5 years

Depreciation methods useful lives and residual values are reassessed
at each reporting date and revised if necessary

Gans and losses on disposals are determined by companng the disposal
proceeds with the carrying amount and are included in the income statement.

The carrying values of property, plant and equipment are reviewed

for impairment when events or changes in arcumstances indicate the
carrying value may not be recoverable If any such indication exists and
where the carrying values exceed the estmated recoverable amaunt,
the assets are wnitten down to their recoverable amount

Assets that are being constructed for future use are classified as assets
in the course of construction until they are completed Upon completion
they are transferred to the appropnate category within property plant
and equipment No depreciation 1s charged on these items until after
they have been transferred

Research and development

Expenditure on research activities, undertaken with the prospect

of gaining new scientific or technical knowledge and understanding,

15 recognised in the mcome statement as an expense as incurred
Expenditure on development activities, whereby research findings are
applied to a plan or design for the production of new or substantially
improved products and processes is capitalised if the product or process
1s techmically and commeraially feasible and the Group has sufficent
resources to complete development The expenditure capitalised includes
the cost of matenals direct labour and everhead costs that are directly
attnibutable to preparing the asset for its intended use

Capitalised development expendsture 1s measured at cost less
accurnulated amortisaton and accurmnulated impairment losses

Impairment

For the purposes of assessing iImpatrment, assets are grouped at the
lowest levels for which there are separately identifiable cash flows

{cash generating units) At each balance sheet date the Group reviews
the carrying amounts of its assets (eq goodwill intangible assets and
property, plant and equipment} to determine whether there are any
indications of impairment If any such indication exists, the asset’s
recoverable amount 1s estmated and if this s found to be less than the
carrying amount then the carrying amount is reduced to its recoverable
amount Animpairment charge is recognised in the Income statement in
the year inwhich it occurs and held agatnst the goodwall attnbutable to
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the relevant cash generating unit The recoverable amounitis the greater
of fair value less costs to sell and value in use In assessing value In use, the
estmated future cash flows are discounted to therr present value using an
appropnate pre-tax discount rate reflecting the risks inherent in the asset.

For assets excluding goodwill, an assessment is made at each reporting
date as to whether there 1s any indication that prevtously recognised
impairment losses may na longer exist or may have decreased If such
indication exists the Group makes an estimate of recoverable amount

A previously recognised impairment loss is reversed only if there has
been a change in the estimates used to determine the asset’s recoverable
amount since the last impairment loss was recognised |f that 15 the case
the carrying amount of the asset 1s increased to its recoverable amount
Thatincreased amount cannot exceed the carrying amount that would
have been determined net of depreaiation, had no impairment loss been
recagnised for the asset in prior years Such reversal s recognised in the
income statement Impairment losses recognised in relation to goodwall
are not reversed for subsequent increases In its recoverable amount

Leased assets

Finance leases, which transfer to the Group substanually all the risks and
benefits incidental to ownership of the leased item are capitalised at the
thception of the lease at the far value of the leased asset or If lower, at
the present value of the mimimum lease payments Lease payments are
apportioned between the finance charges and reduction of the lease
lability so as to achieve a constant rate of interest on the remaning
balance of the hability Finance charges are charged directly against
income Capitalised leased assets are depreciated over the shorter of
the estimated useful hfe of the asset or the lease term Leases where

the lessor retains substantially all the nsks and benefits of ownership

of the assets are classified as operating leases

Inventones

Inventenes are valued at the lower of cost and net realisable value

Net realisable value is the estimated selling price in the ardinary course
of business less estimated costs of completion and the estimated costs
necessary to make the sale Costs incurred in bringing each product to
its present location and condition are accounted for as follows

Raw matenals - purchase cost on a first-1n first-out basis

Fimished goods - cost of direct matenals and labour and a proportian of
manufactunng overheads based on normal operating capacity

Cash and cash equivalents

Cash and cash equmvalents comprise cash at bank and in hand and
short-term deposits with an original matunty of three months or less

For the purposes of the consolidated cash flow statement cash and cash
equivalents consist of cash and cash equwalents as defined above, net of
outstanding bank overdrafts, if these are repayable on demand and part
of the Group’s cash management policy

Employee benefits

In respect of defined benefit pension schemes. the pension
surplus/deficit recognised in the balance sheet represents the difference
between the fair value of plan assets and the present value of the defined
benefit obligation at the balance sheet date The net defined benefit
obligation i1s determined by qualified actuanes using the projected unit
credit actuanal valuation method The income statement charge 1s split
between an operating service cost and financing income and charge
Actuanal gains and losses are recognised immediately in the Group
statement of recognised income and expense

Payments to defined contnbution schemes are recognised as an expense
as they fall due Differences between contnbutions payable in the year
and contributions actually paid are shown as either accruals or
prepayments in the balance sheet

Provisions

Provisions are recognised when the Group has a present obligation (legal
or canstructive) as a result of a past event, it 1s probable that an outflow
of resources embodying economic benefits will be required to settle the
obligation and a relizble estmate can be made of the amount of the
obligation If the effect of the time value of money is matenal, provisions
are determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time value
of money and the nsks speafic to the hability Where discounting 1s used,
the increase in the provision due to the passage of time 1s recognised as
an interest expense

Interest-beaning loans and borrowings

All loans and borrowings are initially recogrised at the farr value of the
constderation received net of Issue costs associated with the borrowing
After irunial recognition, interest-bearing loans and barrowings are
subsequently measured at amorused cost using the effective interest
rate method Amortised cost is calculated by taking into account any
Issue costs, and any discount or premium on settlement Amortisation
of gains and losses when habilitres are derecogrised 15 recogrised on
the finance expense line in the income statement

Contingent liabiities and assets

A contingent hability 1s a pessible obligation that anses from past events
and whose existence will only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events not whelly within
the control of the Group A contingent hability 1s not recogrised but 15
disclosed in the notes to the financial statements When an outflow
becomes probable, it 1s recogntsed as a provision

A contingent asset 1s a possible asset that anses from past events and
whose existence will be confirmed anly by the occurrence or non-occurrence
of one ar more uncertain events not wholly within the Group’s contral
Contingent assets are not recogrised but are disclosed in the notes to
the financial statements when an inflow of economic benefits 15 probable
When an inflow is virtually certain, an asset 1s recognised

Dervative financiai instruments

The Group does not enter into speculative denvative contracts

The Group uses derivative financial Instruments such as foreign currency
forward contracts and interest rate swaps to hedge its nsks assoclates
with interest rate and foreign cumrency fluctuations relating to certamn
firm commitments and highly probable forecasted transactions

Such dervative financial instruments are stated at fair value The farr
value of forward exchange contracts 1s calculated by reference to current
forward exchange contracts with similar matunty profiles The farr value
of interest rate swap contracts is deterrmined by reference to market
values for similar instruments and 1s the amount that the Group would
receive or pay to terminate the swap at the balance sheet date Changes
in fair value are immediately recognised in the income statement except
where hedge accounting 1s applicable (see below)

Hedge accounting

Cash flow hedge

For the purposes of hedge accounting, hedges are classified as cash flow
hedges where they hedge exposure to vanability in cash flows that i
either attnibutable to a particular nsk associated with a recognised asset
or hability or a highly probable forecasted transaction

In relation to cash flow hedges where forward foreign currency contracts
are used to hedge firm commitments which meet the conditions for hedge
accounting the portion of the gain or loss on the hedging instrument
that 15 determined to be an effectve hedge 1s recogrised directly in
equity and the ineffective portion 1s recognised in the income staternent

When the hedged firm commitment results in the recognition of a
non-monetary asset or labdity then at the ime the asset or hability
1s recognised, the assoaiated gain or loss that had previously been
recogrised in equity 15 included i the inibial measurement of the
acquisition cost or other carrying amount of the asset or kability
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The figures — Financial statements

Notes to the Group financial statements continued

1) Sigmificant accounting policies continued

For all other cash flow hedges the gains or losses that are recognised
in equity are transferred to the Income statement in the same penod In
which the hedged firm commitment affects the income statement for
example when the future cash flow actually occurs

Hedge accounting is discontinued prospectively when the hedging
instrument expires or Is sold terminated or exerased or no longer
qualifies for hedge accounting At that point, any cumulative gain or
loss on the hedging instrument recogmised in equity is kept in equity
untr] the forecasted transactton occurs If a hedged transaction 1s no
longer expected to occur the net curnulative gain or loss recognised
tn equity 1s transferred to the income statement for the penod

Hedging of net investment

Fareign currency differences ansing on the retranslation of a financial
hability designated as a hedge of a net investment in a foreign operation
are recognised directly in equity to the extent that the hedge 1s effective
To the extent the hedge 1s ineffective such differences are recogrised
in the Income statement On the disposai of a forergn operation the
cumulative amount In equity Is transferred to the income statement

as an adjustment to the income statement on disposal

Share capital

Ordinary shares are classified as equity Where the campany purchases
its own shares the consideration pasd mcluding any directly attnibutable
incremental costs, s deducted from the equity attnbutable to the Companys
equity holders untl the shares are cancelled, reissued or disposed of

Treasury shares

Own equity nstruments which are reacquired (Treasury shares} are
deducted from equity No gain or loss 1s recognised in the income
staternent on the purchase, sale, 1ssue or cancellation of the Group’s
own equity instruments

Share-based payments

The Group has adapted the exemption permitted in IFRS 1 te apply IFRS 2
Share based payments only to share-based payment awards granted after
7 November 2002 and not vested at 1 january 2005

The Group aperates an equity settied share-based compensation plan
Share-based payments are measured at fair value at the date of grant
The amount recognised as an expense Is adjusted to reflect the actual
number of share options that vest unless the options do not vest as a
result of a failure to satisfy market conditions Fair value 1s measured by
use of a relevant pricing model by an external valuer Further detasls are
gvenin note 23

Accounting judgements and estmates

Management discussed with the audit committee the development,
selection and disclosure of the Group's entical accounting policies and
Jjudgements and the application of them

Impatrment of goodwill

The Group determunes whether goodwill 1s impared at least on an
annual basis This requires an estimation of the ‘value in use’ of the
cash-generating units to which the goodwill 1s allocated Estmating a
value in use amount requires management to make an estimate of the
expected future cash flows from the cash-generabing urit and also to
choose a suitable discount rate in order to calculate the present value
of those cash flows The carrng amount of goodwill at 30 June 2007
was £34.3 million (2006 £15 0m) Further details are gsven in note 11

Intangible assets

Intangible assets are fair valued on the acquisition of businesses The
method uses the weighted average cost of capital adjusted to reflect the
nsk that a specific acquisition has n relation to the market Typically cash
flows are prepared for at least five years using the after tax cash flow
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These cash flows are then adjusted to reflect management's judgement
far nsk. Where a brand 15 identified as having future value then the value
15 ascertained by use of a post-tax royalty cash flow over the five years

Impairment reviews In respect of intangible assets are performed when
an event indicates that an impairment review 1s necessary Examples

of such tnggenng events include a sigrificant planned restructuring
amajor change 1n market canditions or technology expectations of
future operating losses or a signtficant reduction in cash flows

Foreign exchange risk exposure
Note 21 analyses the foreign exchange nisk exposure of the Group

Pension and ather post employment benefits

The Group's defined benefit pension schemes and similar arrangements
are assessed at least annually in accordance with [AS 19 The accounting
valuation which s based on assumptions determined with Independent
actuanal advice resulted in a pre-tax defiait of £72 million (2006 £12 3m)
being recognised on the balance sheet at 30 June 2007 The size of

the deficit 1s sensitive to the market value of the assets held by the
schemes the discount rate used actuanal habitres mortality and other
demographic assumptians and the level of contnbutions Further details
are disclosed in note 19

Pravisions

As described in the policy above, the Group measures prowisions at

the directors’ best estimate of the expenditure required to settle the
obligation at the balance sheet date Estimates are made taking account
of information avaitable and different possible outcomes Further detalls
are disclosed in note 18

Deferred tax assets

Deferred tax assets are recogrised for ail unused tax losses to the extent
that it 1s prabable that taxable profit will be available against which the
losses can be utilised Management judgement is required to determine
the amount of deferred tax assets that can be recogrused based upon
the likely timing and level of future taxable profits together with future
tax planning strategies Further details are disclosed innote 8

Accounting Standards 1ssued but not adopted

The following standard has been issued by the ASB and endorsed

by the EU but has not been early adopted this year

» IFRS 7 Finanaial Instruments — Disclosures and the Amendment to
IAS 1 Presentation of Financial Statements Capital disclosures requires
extensive disclosures about the significance of finanoal instruments
for an entity’s finanaal position and performance and qualitative
and quantitative disclosures on the nature and extent of nsks IFRS 7
and amended IAS 1 which become mandatory for the Group’s 2008
financial statements, may require addstional disclosures with respect
to the Group’s financial instruments and share capital

The following standard and interpretations have been 1ssued by the

JASB but have not yet been endorsed by the European Unicn

> IFRS 8 Operating Segments - introduces a management reporting
approach to segment reporting The information reparted wauld be
that which management uses internally for evaluating the performance
of operating segments and allocating resources to those segments It
replaces disclosure requirements in IAS 14 Segment Reporting IFRS 8
whuch becomes mandatory for the Group’s 2010 financial statements,
could change the existing disclosures for segment reporting in the
Group's financial statements

> IFRIC 12 Service Concession Agreements ~ provides guidance to
private sector entities on certain recogrition and measurement
issues that anse 10 accounting for public-to-private service concession
arrangements [FRIC 12, which becomes mandatory for the Groups
2009 financial statements 1s not expected to have any impact on the
consolidated financial statements

> IFRIC 14, [AS 19 - Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction {FRIC 14 which becomes
mandatory for the Groups 2009 financial statements 15 not expected
to have any impact on the consolidated financral statements
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Exchange rates

The exchange rates against Sterling used for the penods were as follows

Aversge rate Closing rate

2007 2006 2007 2006

Eura 148 146 149 145
Polish Zloty 574 574 559 5490
Czech Koruna 413 424 427 413
Hungarian Fonnt 3842 3721 3650 4097

2) Segment information

Segment information 1s presented below in respect of the Groups geographic and business segments The primary format, geographic segments 1§
based on the Groups operating divisions and internal Teparting structure Transfer prices between segments are set an an arm's length basis Segment
revenue and profit include transfers between segments which are eliminated on consalidation

Geographic segments
United Kingdom  Western Continental Europe  Eastern Continentz| Europe Ekmination Total
2007 2006 2007 2006 2007 2008 2007 2006 2007 2006
£m £m £m £m £m £m Em im £m Em
External revenue 2145 2413 2928 2o 247 218 - - 5920 5401
Inter-segment revenue 26 25 114 93 0.3 01 (14.3) {119) - -
Total segment revenue 2771 2498 3042 2803 250 219 (14.3) (119) 5920 5401
Segment profit pre amortisatron
of Intangible assets 245 20 104 90 15 16 (01) - 363 326
Amortisation of intangeble assets (02) 02} (02) - (01) - - - (05) (0.2)
Segment profit 24.3 218 102 90 14 16 (01) - 358 324
Corporate costs” (18) (14)
Exceptional ttems (see note 3) @1 (38
Operating profit 319 272
Net finance costs (24) (13)
Taxation (82) )]
Profit for the year 213 184
*Corporate €osts relate pnmarily to head office costs that are not reallacated to one of the geographic segments
United Kongdom ~ Weszern Continental Europe  Eastern Continental Eurcpe Corparate® Tatal
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
£m £m fm fm Em £m Em £m £m im
Segment assets 1554 1191 2319 1632 158 121 37 64 4068 3008
Segment kabilities (748) (701) {1109) (850} {50) @ao) (95 8) (378) (286 5) (19619)
Capital expenditure* 91 87 g2 101 17 07 - - 200 165
Amortisation and depreciation 17 30 9.5 84 0.5 05 - 01 177 180
*Carperate habiiities mchude external debt and tax habilities Capitak expenditure includes property plant and equipment and intangible assets
Business segments
Household Personal care Total
2007 2006 2007 2006 2007 2006
£m £m £m fm £m fm
Segment revenue 476 9 4349 1151 1052 5920 5401
Segment profit before amertisation of intangible assets 269 233 94 93 363 326
Amortisation of intangible assets (04) (01) (21} {01) (0.5) (02)
Segment profit 265 232 9.3 92 358 324
Corporate” (18) 14)
Exceptional items (see note 3} {21) (38)
Operating profit 319 272
*Corporate costs relate pnmarily to head office costs that are not allocated to one of the business seqments
Household Personal care Corporate Total
2007 2006 2007 2006 2007 2008 2007 2006
£m Em £m £m £m £m fm fm
Segment assets 3272 2297 759 647 37 64 4068 3008
Capital expenditure” 129 145 71 50 - - 200 195

Capital expendizure includes property plant and equipment and intangible assets
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Notes to the Group financial statements continued

2) Segment information continued
External revenue by destination
Segmental information 1s also presented below in respect of external revenue by destination

Eastern Contnental Europe

truted Kingdam ~ Western Continental Europe and Rest of Werld Total

2007 2006 2007 2006 2007 2006 2007 2006

Em fm £m £m £m £m £m £m

External revenue by destnation 2610 2337 2826 2639 48 4 425 5920 5401

3) Exceptional items
The Group presents certain items as exceptional These are items which in managements judgement need to be disdlosed by wirtue of therr size
orincidence in order to obtain a proper understanding of the financial Information

There was a £2 1 million pre-tax operating exceptional charge to the income statement in the year relating to the incremental costs of integrating
the recently acquired businesses detalled in note 4 and Sanmex Internatianal acquired In 2006 This includes disruption costs asset write offs and
consultant costs The £38 million 2006 pre-tax operating exceptional charge included rationalisation of Western Continental Europe’s administration
costs, £25 million, restructuring the UK £05 million and a termination payment and related costs for the previous Chief Executive £08 million

In tarms of segment analyss in note 2 the exceptional charge relates to the UK £0 8 rmillion (2006 £05m), Western Continental Europe £0 B million
{2006 £2 5m) and Corporate £0 5 mullion (2006 £0 8m), on a geographic basis and household £1 6 million (2006 £29m) personal care £rif (2006 £01m)
and Corporate £0°5 million (2006 £0 8m) on a business basis

4) Acquisitions

Acquisitions in 2007

Dasty [talla S p.A

On 28 February 2007 the Group acquired all of the shares of Dasty Itaha S p.A. a manufacturer of Private Label household cleaming hquids in Italy
for a total consideration of E15 9 million

Henkel's European Private Label household products businesses

On 13 Apnil 2007, the Group acquired all of the shares of Chemolux 5 ar!, a manufacturer of automatic dishwashing products in both Private Label
and branded formats in Luxembaurg for a tatal inibial consideration of £22 8 milllen The potential consideration for the Chemolux acquisition includes
a further £47 million contingent on achieving certain operating and financial cntenia At the balance sheet date, it was not probable that any of the
entena would be met and therefare this has nat been considered in the amount of tnitial consideratton referred to above If the situation changes
and there is additional consideration it will be treated as an adjustment to the cost of the acquisition

On 13 April 2007 the Group also acquired as part of the same negotiation the business and assets of Henkels UK Private Label household products
bustness for a total consideration of £137 miliion

Other acquisitions
On 12 September 2006 the Group completed the purchase of the busmess and assets of Coventry Chemicals Limuted, a privately owned
UK company for a total consideration of £2 3 million

On 2 January 2007 the Group acquired the business and assets of Zaklad Chemiczny Schneider 5J, a privately ewned company in Poland, for a total
consideration of £0 8 million

On 27 Agnl 2007 the Group purchased from the Administrator of Darcy Industries Limited the business and assets of this UK company for a total
consideration of £4 7 million

In aggregate, these acquired businesses contnbuted £36 8 million revenue, including £21 6 millton from the former Henkel businesses and £9 3 milllon
from Dasty Italia S pA, and £2 0 million operating profit for the penods between their respective acquisition dates and 30 june 2007

If these acquisiions had been completed an the first day of the financial year they would have contnbuted approximately £136 million of revenue
to the Group It would be impractical to disclose the operating profit impact as this would require an evaluation of synergistic benefits and because
a significant element of the acquisitions have been incorparated into existing facilities
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The acquisitions had the following effect on the Groups assets and habilties on acquisition date-

Henkel European

Dasty ttaha 5 pA Private Labef businesses {ther acquisitions Total
Fair value Far value Far value Fair value
Book value  adjustments Bookvalue  adjustments Bookvalie adustments Beokvalue adjustments Fair value
£m £m £m £m £m Em £m £m Em
Net assets acquired
Property plant and equipment 96 49 179 (1Y) 24 {03) 299 45 344
Intangible assets - 04 - 60 01 01 o1 65 66
Working capital 26 - 83 (18} 22 08) 131 (26) 105
Cash and cash equivalents 07 - 16 - - - 23 - 23
Net debt and finance leases a1 - - - - - {41) - 41)
Non-current habilities 17 {18) (L9) (10} - {10} (36) (38) (14)
71 35 259 31 47 (20) 377 46 423
Fair value of assets acquired 106 290 27 423
Goodwill on acquisition 53 75 52 180
Total 159 36.5 79 603
Sausfied by
Cash consideration 154 347 76 577
Costs associated with the acquisition 05 18 03 26
Total consideration 159 365 79 603

The goadwill ansing on the acquisitions 1s mainly attnbutable to operating synergies obtained by including acquired production in existing plants
Intangible assets mostly relate to the fair value placed on customer relationships along with a small amount attnbutable to brands

The fair values of the Henkel identifiable assets and habilities have been prepared on a provisional basis as a result of the proximity of the acquisition
date to the year end

The value of assets and habilities recognised on acquisition are their estimated fair values The Group has stated in its accounting policies the basis
of valuing intangible assets acquired on acquisitions

The £578 million cash outflow in the cash flow statement relating te the acquired businesses net of cash acquired represents £60 3 million 2007 acquisition
costs plus £0.3 million of final 2006 acquisition costs less £0 5 million of 2007 acquisition costs unpaid at 30 June 2007 less £2.3 million of cash acquired

Acquisition of minonity interest
In Apnl 2007 the Group acquired the remaining 15% nterest in Intersilesia McBride Polska Sp Zoo for £17 milhon increasing its ownership from 85% to 100%

Acquisitions in 2006
The Group acquired the household iquids business of Sanmex International Limited, a Private Label suppher duning the year for a total cash
consideration of £76 million

Baok Fawr value Fair

value adjustments value

Em £m fm

Property, plant and eguipment 02 - 02

Intangible asset - 02 02

Inventory 11 (02) [+1]

13 - 13

Goodwill on acquisition 63

Total 76
Satisfied by

Cash consideration 73

Costs assooiated with the acquisiion 03

Total consideration 76

As at 30 June 2006 £73 million had been paid with the remaiming amount settled in 2007

The goodwill ansing on the acquisition 1s attributable to additional sales volume acquired and operating synergies abtained from including production
In existing plants Intangible assets mostly relate to customer lists

The business contnbuted £1 6 million of revenue between the date of acquisiion and the balance sheet date wivist the profit impact was immatenal It
would be impractical to disclose erther the revenue or profit impact of this acquisiion had it been completed onthe first day of the year ended 30 June
2006 because this would depend on an assessment of customer orders and synergisac benefits
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The figures - Financial statements

Notes to the Group financial statements continued

5) Related party transactions
In the course of normal operations related party transactions entered
inte by the Group have been contracted on an arms length basis

(1) Transactions with key management perscnnel

Key management personnel include indwiduals that are not executive
directors of the Group but do have authonty and respensibility for
planning directing and controlling actvities of the key operating divisions
as disclosed in the segmental analysis They are members of the Group
Management Team as descritbed on page 32

Remuneration of key management personnel, excluding executive
directors which 1s disclosed on page 45,15 as follows

2007 2006

£m £m

Short-term employee benefits 01 01
Past-employment benefits 01 01
Other remuneration 06 06
Total 08 08

Duning the year ended 30 June 2007 there were no other material
transactions or balances between the Group and its key management
personnel or members of thewr close famdies

(1} Transactions with pensicn and post-employment schemes

Transactions between the Group and its pension and post-employment
schemes are disclosed in note 19

7) Profit before tax
Profit before tax is stated after charging

2007 2006
£m £m

Auditors’ remuneration
Fees payable to the Company's auditer for the
audit of the Company's annuatl accounts 01 01
Fees payable to the Company's auditer and
network firms for other services
The audit of accounts of the Companys

subsidianes pursuant to legislation 04 a3
Services relating to taxation 01 02
Services relating to corporate finance transactions 01 -
Depreciation and other amounts written off
owned property plant and equipment 169 176
Depreciatton and other amounts wntten off
leased property plant and equipment 03 02
Hire of plant and machinery - rentals payable
under operating leases 24 21
Hire of other assets - rentals payable
under operating leases 03 02
Profit on sale of property plant and equipment (o1) (0.3)
Research and development costs wniten off
dunng the year* 5.2 40
Govemment grants towards trainng (01) {01)
Amortisation of intangible assets 05 a2
Net foreign exchange losses on trading items - 05

*Ounng the years ended 30 June 2006 and 2007 all research and development expenditure
was expensed as incurred as the cnteria for capitaising development expenditure
were not met.

6) Net financing costs
wor P& g)Taxation

Fair value gains and interest differentials on dervatives o8 11 Analysis of tax charge in income statement 2007 2006
Expected retum on pension scheme assets (note 19) 40 28 £m £m
Finanaal income 48 39  Current tax

UK corporation tax 47 57
Interest expense an bank loans and overdrafts (28) (15) Overseas tax 21 17
Finance charges payable under finance leases (02) (02) Current tax charge 68 74
Interest cost on pension scheme habifities {nate 19) (38) (31) Deferredtax
Other finance costs 04 ©04) WK 07 (09)
Financial expense (72) (52) Overseas 07 10
Net financing cost (24) (13) Deferred tax charge 14 01

Total tax charge for the year 82 75
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UK corporation tax is calculated at the United Kingdom standard rate of
30% (2006 30%) of the estimated assessable profit for the year

Taxatron for other junsdictions 15 calculated at the rates prevaibng in the
respective junisdictions

The adjustments recognised in the pnor penod have been further analysed
and reclassified to provide fuller and more meamngful information.

In addition to the tax charged above a deferred tax charge of £14 million
{2006 01m)was recogmsed directly in equity
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Tax reconciliation
The total tax charge on the Groups profit before tax for the year differs from the standard rate of corporation tax for the following reasons

2007 2006
£m £m
Profit before tax 295 259
Expected tax charge at 30% 88 78
Effect of overseas tax rates 02 -
Utilisation of taxlosses (04) (03)
Expenses not deductible for tax purposes 08 086
Tax credits and other relef (148) {05)
Qther items Q2 (01)
Total tax charge for the year 82 75
Effective tax rate 28% 29%
Deferred tax
The following are the major deferred tax assets and liabilities recognised by the Group and movements during the current and priar reporting penod
Deferred tax asset/{hability} Accelerated Goodwill and Retrement Share
tax intanqible Tax benefit based Surplus
deprecation assets losses cbiigations payments AT Other Tatal
Em £in £m £m £m £m £m £m
At 1)uly 2005 (150} 09 11 33 20 57 13 (06}
Transfer to current tax - - - - - (11) - (11)
(Charge)/credit to Income statement {on 04) (04) 02 - 15 (03) (01}
(Charge)/credit to equity - - - 02 01 - 02) (01}
Exchange differences (01) -~ - - - - - (01)
At 30 june 2006 (158) 05 07 28 19 61 o }:] (20)
Transfer to Current tax - - - - - {06} - (06)
{Charge)/credit to income statement 13 (05 (02) (02) - (02) 14} (14)
(Charge)/credit to equity - - - (19) 01 - - (14)
Acquisitions (36) (15) - - - - 14 (30
Exchange differences 03 - - - - - {01) 02
At 30 June 2007 (178) (17 05 21 20 53 07 (89)
Deferred tax asset at 30 June 2007 &7 - 05 21 20 53 {06) 26
Deferred tax liability at 30 June 2007 {111) {17} - - - - i3 (11.5)
(178) 17) 05 21 20 53 07 (89)
Deferred tax asset at 30 June 2006 {76) 05 07 38 19 61 (03) 51
Deferred tax hability at 30 june 2006 (82) - - - - - 11 (71}
(15 8) 05 07 38 19 6l 08 (20}

Deferred tax assets and habilibes have been offset where they relate to Income taxes by the same authonty

No deferred tax has been recognised in respect of timing differences associated with the unremitted earnings of overseas subsidianes because the Group 1s
in a pasition to control the timing of the reversal of the ternporary differences and erther it is probable that such differences will not reverse in the foreseeable
futwre or if a distnbution of profits 1s foreseen, based on the current repatniatian policy of the Group ne Incremental tax is expected to be paid

Unremitted earnings of overseas subsidianes at the balance sheet date totalled £59 8 million (2006 £435m)

At the balance sheet date, the Group has unused tax losses of £12 9 millon (2006 £117m) avallable for offset against future profits A deferred tax asset has
been recognised m respect of £05 miflion (2006 £2 5m) of such losses No deferred tax asset has been recogrised in respect of the rematning £12 4 mullien
{2006 £9.2m) losses based on current forecast profitability and the unpredictabihity thereafter of future profit streams £55 million of unrecognised tax
losses may be carned forward indefinitely

At the balance sheet date the Group had surplus ACT of £6 5 million available to offset against future tax habilites A deferred tax asset has been
recognised n respect of surplus ACT of £5 3million No deferred tax asset has been recogrused in relation to the remaining surplus ACT of £1 2 milhion
(2006 £04m}) due to uncertainty as to future ACT capacity

In Jure 2007, a change i the standard rate of UK corporation tax from 30% to 28% effective from 1 Apnl 2008 was approved by Parlament Consequently
all deferred tax assets and liabilities ansing from temporary differences which are expected to reverse after this date have been remeasured Other
changes were announced as part of this year s Budget in the UK the legislation far which will be published next year Accordingly these changes have
not been substanbally enacted
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Notes to the Group financial statements continued

9) Earnings per share 11) Goodwill

Basic earnings per ardinary share s calculated on profit after tax and 2°£°7 ZOEmE

minority interest, attnbutable to equity holders of the parent dwided by =

the weighted average number of ordinary shares in 1ssue duning the year Cost

in accordance with IAS 33 1july 150 87

Exchange adjustment 01 -

2007 w06  Recognised on buyout of minority interest 12 -

Total earmings (£m) a 212 182  Recogrused on acqussition of subsidianes

Weighted average number of ordinary shares b 177405917 177.364,227 and businesses during the pericd {note 4) 180 6.3

Basic earmings per share (pence) a/b 119 103 30)une 343 150

Diluted earnings per share is calculated by adjusting the weighted
average number of ordinary shares in issue on assurnption of canversion
of all dilubve ordinary shares

The Company has three categones of potentially diutve ordinary shares
share options 1ssued whose exercise price is less than the average price
of the Company's ordinary shares dunng the year share awards with no
option price and shares allocated to an approved Save As You Earn scheme

2007 2006

Weighted average number of
ardinary shares (rmtllion) b 1774 1774
Effect of dilutwve share options (million) 0.3 09
Effect of dilutwe share awards (million) o8 02
Effect of dilutive SAYE scheme shares (million) 27 25
c 1812 1810
Diluted basic earmings per share (pence) ajc 1y 101

Adjusted basic earnings per share apphes to earnings excluding
exceptional items and amortisation of intangible assets since the
directars consider that this gives additional information as to the
underlying performance of the Group

Restated

2007 2006

£m fm

Earmings used to calculate basic and diluted EPS  a 212 182

Exceptional items after tax 15 26

Amortisation of intanqgible assets after tax 04 02
Earmings before exceptional items and

amertisation of intangible assets d 231 210

Adjusted basic earnings per share {pence) d/b 130 118
Adjusted diluted earmings per share {(pence)  d/c 127 116

The 2006 restatement relates to the adjustment to earmings for
amortisation of intangible assets not previously Included

10) Dividends
Amounts recognised as distributions to equity holders in the year
2007 2006
Em £m
Final dsdend for the year ended
30 June 2006 of 3 5p (2005 33p) 62 59
Intenm dnidend for the year ended
30 June 2007 of 1 7p (2006 16p) 30 28
92 87
Proposed final dvidend for the year ended
30 June 2007 of 39p (2006 35p) 69 62

The proposed final dmdend is subject to approval by shareholders at the
Annual General Meeting and has not been included in these financial
statements
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Goodwll relates to multiple sites in the geographic segments identified in
note 2 as follows UK £26 9 million (2006 £12 8m), Western Continental
Europe £6 0 millon (2006 £2 2m} and Eastern Continental Europe

£14 million (2006 £nil)

In the opimion of the directors the assumptions or judgements used in
determining the recoverable amount used in determining the impairment
of goodwill are unlikely to change in the forseeable future so as to reduce
the recoverable amount of any of the group of units indicated above
below therr carrying value

Goodwll 1s not amartised but s tested for impairment on a value in use
basis at least annually To test for impairment five year cash flows are
prepared based on the actual results for the current year, the budget
and estimates by management of the pre-tax cash flows which are
discounted for each cash generating unit The pre-tax discount rate
used, 10%, has been adjusted, where appropnate for inflation, expected
growth and appropriate risk factors Assumptions used to calculate future
cash flows are based on historic trends adjusted for external market
information for specific product categones Revenue growth and input
cost :nflation are, by their very nature in a consumer product industry,
difficult to forecast Estimates for growth, which are lower than those
indicated by Euromonitor are taken Euremonitor is an independent
external source producing market research data

Euromonitor data indicates that household products will, across the Groups
principal markets grow by an average of 2 5% per annum in the 5 years to
2011, with some markets increasing by as much as 36% per annum

12) Other intangible assets

Patents
brands
and trade  Computer  Customer
marks  softwarerelationships Total
£m £m im £Em

Cost
At1]uly 2005 - - - -
Additions 04 - - 04
Additions from acquisitions - - 02 02
At 30 June 2006 04 - 02 06
Additions - 03 - 03
Additions from acquisitions 02 - 64 66
At 30 June 2007 06 03 66 75
Amortisation
At 1 July 2005 - - - -
Provided for n the year 02 - - 02
At 30 June 2006 02 - - 0.2
Provided for in the year 01 - 04 05
At 30 June 2007 03 - 04 07
Net book value
At 30 June 2007 03 03 62 68
At 30 June 2006 02 - 02 04




The figures - Financial statements

£6 6 million of intangible assets including the fair value of customer relationships (€6 4 million) and the “Wibra brand (£0:2 rulhon) were capitalised as
a result of the acquisitions the Group made dunng the year These intangible assets are being amortised through the adminsstrative costs iine over a
penad of up to five years from the date of acquisinon Computer software costs were capitalised in Eastemn Continental Europe and are being amortised

over the estimated ife of the system

In 2006 the *Nova brand trade mark costs were capitalised and are being amortised over three years The customer relationship addition from
acquisitions of £0 2 mullion relates to the fair value of the customer fists in the Sanmex acquisition and 1s being amortised over three years

13) Property, plant and equipment

Plant

machinery Payments
computer on accannt
Land and buldings equipment and assets in
and motor the course of
Freehald Leasehold vehicles construction Total
Em £m Em Em £m
Cost
At1]uly 2005 72.8 21 248 3 50 3282
Exchange adjustments 03 - 23 - 32
Additions 03 - 170 18 191
Acquisiions - - 02 - 02
Disposals 24) - (34) - (58)
Transfers 01 - 02 03) -
At 30 June 2006 nit 21 2646 65 3449
Exchange adjustments 07 - (32} (01 40)
Additions 18 - 93 87 198
Acquisitions 109 53 182 - 344
Disposals (04 - (01) - (0.5)
Transfers 04 - 65 (69) -
At 30 June 2007 837 74 2953 82 3946
Less classified as held for sale and shown in current assets” (13} - - - (1.3)
At 30 June 2007 824 74 2953 82 3933
Depreciation
At 1 July 2005 (187) (06) 1793) - {198 6)
Exchange adjustments 03) - (15) - {18)
Charge for the year (15) (01) (162 - (178}
Disposals 10 - 29 - 39
At 30 June 2006 (195) 7 (1941) - (214.3)
Exchange adjustments D2 - 22 - 24
Charge for the year (13) (01) (158) - (172}
Disposals - - 01 - 01
At 30 June 2007 {206) (08) (207 6) - (229 0)
Net beok value
At 30 June 2007 618 66 ar7 82 1643
At 30 June 2006 522 i4 705 65 1306

The net book value of finance leases included withun land and buildings abave was £6 9 million (2006 £3 4m) and the depreciation charge for the year

was £0 3 millon (2006 £02m)

*The freehold property held for sale was acquired with the Darcy business

14) Other aon current assets
Other non-current assets of £0 5 million {2006 £05m) consist of prepaytments an leases of land in Western Continental Europe
15) Inventones

2007 2006

Em £m

Raw matenals, packaging and consumables 269 203
Finished goods and goods for resale 328 20
Total inventory 597 413

The cost of mventories recognised as an expense and included as cost of goods sold amounted to £340 0 million (2006 £306 6my)

The Group inventory provision recognised in cost of sales at 30 june 2007 was E0 1 rullion (2006 £05m)

The Group does not have any inventories pledged as secunty for habites
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Notes to the Group financial statements continued

16) Trade and other receivables

2007 2006

fm [1]

Trade recevables 1225 997
Qther recevables 42 26
Forward contract assets 0.5 04
Prepayments and accrued income 3.5 39
Total recewvables 1307 106 6

Trade recevables are predominantly denominated in the functional currency of the relevant Group company Where significant differences arise the

Group uses farward contracts to manage the nsk (see note 21)

17) Trade and other payables

2007 2006

£m £m

Trade payables 1282 1010
Other taxation and social secunty 15 132
Other payables 107 99
Accruals and deferred income 197 164
Mimnority interest put option” - 12
Tatal payables 1731 1417

*The minority shareholder had 2 right to exercise a put option which was exercised during the year

Trade payables are predominantly denominated in the functional currency of the relevant Group company Where significant differences anse the Group

uses forward contracts to manage the nsk (see note 21}

18) Provisions
Onerous Leasehald Redundancy/
Plant closure contracts dilap:dations terminaticn Other Total
im £m £m £m m £m

At 1 July 2005 13 - 09 13 14 49
Exchange adjustments - - - - Q1 01
Provisions made during the year - - - 38 05 43
Provisians utiised dunng the year (13) - (01) (42) 09 (65)
Transfers on disposal - - - - {05) {05)
At 30 June 2006 - - 08 08 06 23
Provisions made during the year - 21 09 - 02 32
Provisions utihised during the year - {05} {02) on (05) {19
At 30 june 2007 - 16 15 02 03 36
Analysed as
Current - 14 02 02 02 20
Non-current - 02 13 - 01 16
Total - 16 15 c2 03 36
Onerous contracts

These relate to loss making contracts which the Group has assumed as part of the acquisibions completed in the year and are expected to be utilised

1 the next two years

Leasehold dilapidations

£0 6 million relates to the outstanding leasehold and dilapidation costs on an unused warehouse In the United Kingdom whase lease expires
in December 2008 An additional provision of £09 million was made for the dilapidations and site clearance of a freehold and a leasehold taken

onwith the Darcy acquisiton which is expected to be used over the next four years

Redundancy/termination
The outstanding balance relates to the UK provision made in 2006

Other
The other provisions relate pnmarily to traming cost obligatons in France and could be utihsed over the next four years

For those provisions that have been discounted the effect of unwinding the discount is not material
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19) Pensions and other post-employment benefits

The Group operates a number of pension schemes Within the UK, it
aperates the Robert McBride Pension Fund (the Scheme} whichis a
final salary penston scheme and also defined contribution schemes
Together these schemes cover most of the Group’s UK employees

In addition the Group operates a number of smaller pension and other
post-employment schemes in Western Continental Europe that are
devised in accordance with lecal conditions and practices in the
countries concemed The fair value of the Groups non-UK habifities
has been estimated to be £17 million (2006 £14m}

Financial summary

2007 2006
Em Em
Balance sheet
Deficit on the Scheme (see tables below) 72 123
Deficit/prowision on Western Continental Europe
post-employment schemes 17 14
89 137
Related deferred tax asset 21 38
Income statement expense
Defined contnbution schemes o7 03
Defined benefit schemes and post-
employment schemes 17 22
Total amount charged to the income statement 24 25
Statement of recognised iIncome and expense
Amounts credited/{charged) directly to equity 46 {09}

All actuanal gains are recogrised immediately and relate to continuing
operations

UK defined benefit scheme
In 2002 the Scheme was closed to new entrants and a new defined
contribution scheme for UK employees was estabhshed

The Schemes assets are held in external funds administered by trustees
and managed professtonally Regular assessments are carned out by
independent actuanes and the long-term coritribution rates decided
on the basis of their recommendations

The most recently completed triennial actuarial valuation of the Scheme
was performed by an independent actuary for the trustees of the
Scheme and was carried out as at 31 March 2006 Following the valuation
the Groups ordinary contributions rates increased with effect from the
beginning of 2007 by between 0% and 10% of pensionable salanes across
the various payrolls withun the UK In addition, the Group 1s currently
making addibonal monthly contnbutions ever and above the ordinary
contributions The Group has agreed with the trustees that it will aim to
eliminate the deficit by 2018 and that the Group will monitor funding
levels on an annual basis The next tnennial valuation 1s due to be
completed as at 31 March 2009 The Group considers that the
contribution rates agreed with trustees at the last valuation date are
sufficient to eliminate the defiait over the agreed penod and that regular
contributions, which are based on service costs will nat increase
significantly

A full actuanal valuation of the Scheme was carned out as at 31 March
2006 The results of that valuabien have been projected to 30 June 2007
and then updated based on the assumptions disclosed in the table below

The expected rate of return on assets Is the weighted average of the
expected returns on each major category of asset at the balance sheet
date Bond returns are taken to be equal to the relevant gross redemption
yields avarlable For equities and property, more judgement I1s required
and it has been assumed that those assets will achieve a return of 3%
above the gross redemption yield on long term fixed interest government
bonds A deduction i1s made for the expected level of the Schemes
expenses

Weighted average assumptians at the end of the penod

2007 2006
Discount rate 58% 54%
Expected return on plan assets 78% 7%
Future salary Increases 39% 35%
Inflatron rate 33% 30%
Future pension Increases 31% 28%
Expected rate of return on plan assets

2007 2006
Equities 83% 7%
Bonds 56% 50%
Property 83% 7%
Cash 5.3% 45%

The assumptiens used by the actuary are the best estimates chesen from
a range of possible actuanal assumptions, which due to the imescale
covered, may not necessarily be bome outin practice Mortality rates
used are based upon

Life expectancy at age 6% (years)

Mortality table Male Female
Future pensioners  PMAS92 and PFAS2

{projected to 2016) 195 225
Current pensioners PMA%2 and PFA92

(projected to 2006) 186 215

Sensitivity analysis for the principal assumptions used to measure
the Schemes liahilities shows how the measurement of the Scheme's
liabilities would have been affected by changes in the relevant
assumption at the balance sheet date For the purposes of this
disclosure all other assumptiens are taken to be held constant
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Notes to the Group financial statements continued

19) Pensions and other post-employment benefits continued
The sensitmties regarding the principal assumptions used to measure the Schernes habiliies are set out below

Assumption Change n assumption Impact on habifities %
Discount rate Increase/decrease by 01% Decrease/fincrease 20
Rate of inflation, salary growth and LP! (imited price indexation} Increase/decrease by 01% Increase/decrease 20
Rate of salary growth Increase/decrease by 01% Increase /decrease 06
Rate of mortality Change in mortabity table* Increase g4
*IF the PA9Z Medwm Cohort improvement factor table by year of birth were used rather than the PASZ tables projected to 2016 for non pensioners and 2006 for pensioners
Summary of plan assets at the end of the period 2007 2006 2007 2006
Em £m » %
Equities 507 434 7 76
Bonds 116 97 17 17
Property 33 27 5 5
Cash 04 11 1 2
Total 66 0 569 100 100

The Scheme has no investment in the Groups equity securities or In property used by the Group

Charges on the basis of the assumptions above were 2007 2006
£m Em
Charge to the Group income statement
Current service cost 19 19
Amount charged to operating profit 19 19
Interest on pension hatilities (recognised in finance expense) 38 31
Expected returmn on scheme assets (recognised in finance income) (49) (28
Amount (credited)/charged to net finance costs (02) Q.3
Total included within staff /finance costs 17 22
Credrt/{charge) to the Group statement of recognised income and expense before taxation
Actual return less expected return on pension scheme assets 41 58
Experience gains and fosses arsing on scheme liabilities 05 (67)
46 (09)

The cumulative recognised actuanal gains and losses for the Scheme 1s £2 1 milhon gain (2006 £2 5m loss)

Fair value of assets and hiabilities of the Scheme
The fair value of the Schemes assets which are not intended to be realised in the short term and may be subject ta significant change before they are
reahsed, and the present value of the Scheme’s liabilities were

2007 2006
£m £m
Movement in plan assets
At1uly 56 9 478
Expected return on plan assets 40 29
Actuanal gains a1 58
Employer contributions 22 19
Plan participants contributions oe 06
Benefits pad (18) (21)
At 30 June 660 56 %
Movement in benefit cbligation
At 1 July 692 590
Service cost 19 19
Interest cost 38 31
Plan participants contnbutions 06 06
Actuanal (gains)/flosses (05) 67
Benefits paid (18) (21)
At 30 june 732 69.2
Market value of the Schemes assets 6690 5649
Present value of the Scheme's obligations (732) (692)
Deficit in the Scheme 2 (123
Related deferred tax asset 21 338
(51) (85)
Analysed as
Non-current asset 21 38
Non-current liabulity (12 {123}
(51) (85)
Actual return on Scheme assets 81 86
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History of expenence gamns and losses

2006 2005
£m £m
Present value of the Scheme obligations 692 (550)
Fair value of the Scheme assets 569 478
Deficit in the Scheme (123) (11.2)
Difference between expected and actual return an the Schemes assets
Amount 58 38
Percentage of the Scheme’s assets 102% 79%
Experience gains and losses on the Schemes habilities
Amount (67) (59)
Percentage of the present value of the Scheme’s liabilities 97% 92%
Total amount recogrised In the statement of income and expense
Amount (09 (16)
Percentage of the present value of the Schemes habilihes 13% 27%
Expected employer contributions for 2008 are estimated to be £1 3 miflion
20) Interest beanng loans and borrowings
This note provides information about the contractual terms of the Group's interest-bearing loans and borrowings
Nan-current iabilities
2007 2006
£m £m
Unsecured bank loans 762 239
Finance lease habilities 14 13
776 252
Current habilities
2007 2006
fm £m
Overdrafts 76 26
Unsecured bank loans 01 -
Invoice selling facility 14 22
Current portien of finance lease llabilities 03 04
99 52
Total borrowings 875 304
Bank loans and overdrafts are repayable as follows
2007 2006
£m im
Less than one year 77 26
Between one and two years 01 01
Between two and five years 758 238
More than five years 03 -
Total repayable 839 265
Finance lease habilities
2006
Minimum Finance Present
payments charga vakie
£m Em £m
Less than ane year 01 04
Between one and five years 01 13
More than five years - -
02 17

Material leases relate to land and bulldings at Rosporden France with the option to buy them for a consideration of €1 at the end of the lease on
1January 2011 and for plant and equipment at Bergamo acquired with the acquisiion of Dasty Italia S pA in ltaly where the option to buys 1%

{£26 000) of imitsal cost
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Notes to the Group financial statements continued

21) Financial nsk management

Exposures to credit interest rate and currency risk arise in the normal
course of the Groups business Risk management policies and hedging
actvities are outhned below Dernvatve finznaial instruments are used
to hedge exposure to fluctuations in foreign exchange rates and interest
rates in accordance with Graup policy

Credit nsk

Trading exposures are monitored and managed by operational companies
against agreed policy levels Credit insurance 1s employed where it 1s
considered to be cost effective Financial exposures are incurred only
with finanaial institutions appointed as Group company bankers and
approved at Group level

At the balance sheet date there were no significant concentrations of
credit nsk The maximum exposure to credit risk is represented by the
carrying amount of each financial asset including derwative financial
instruments i the balance sheet

Interest rate sk

Hedging

The Group's Interest rate risk exposure 1s pnmarnily to changes in vanable
interest rates In the past the Group has used costless collars to manage
its exposure to floating rates on expected barrowing levels Due
consideration will be gven to do so again when swap rates return to
normal levels However since early 2007, swap rates have been unusually
elevated and the Group has not wished to lock in cover at such hugh
levels

The Group classifies interest rate swaps as cash flow hedges and states
them at fair value

Foreign currency risk
The Group incurs fereign currency risk on both transaction exposure and
translation exposure

Transaction nsk Incurred and managed at Group cempany level on sales
and purchases in any currency foreign to that company Exposure to this
15 relatively low and 1s mainly Euro exposures in UK companies

Group policy is for companies to hedge all such known exposures

Group comparnies may also hedge highly probable forecast exposures for
up to 12 months ahead Forward exchange contracts are used to hedge
these exposures, none of these can have a maturity of mare than one
year after the balance sheet date

For accouriting purposes the Group classifies its forward exchange
contracts hedging firm commitments and forecasted transactions as cash
flow hedges where they meet the hedge accounting enteria and they are
recorded at fair value The fair value of forward exchange contracts at

1 July 2006 was adjusted aganst the opening balance of the hedging
reserve at that date The farr value of forward exchange contracts used as
hedges of firm commitments and forecasted transactions at 30 |une 2007
was £05 million (2006 £0 4m) and was recogrised on balance sheet
within other payables and forward contract assets Duning the year £mil
(2006 £0.3m) of fair value net loss was recorded in the tncome statement
No fair value amounts were included in the imitial measurement of the
acquisition cost or other carrying amount of a non-financia! asset or
habiity (e g property, plant and equipment) dunng the year
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Transtation risk Incurred and identified at Group consohidation level
as the net non-sterling assets and labilibes of Group companies
Group policy 1s to mintmse such nsk by fulty hedging the net asset
currency exposure foreign currency financial habilires and rolling
forward exchange contracts may be designated as net investment
hedges

Euro and Zloty forward contracts were designated as hedges of the
Group's investments in its subsidiaries in the Euro zone and Poland

The notional value of these contracts at 30 June 2007 were €703 million
(2006 €70.3m) and Zloty 470 million {2006 Zloty 470m) A foreign
exchange gatn of £0 8 million (2006 £07m loss) was recogrused in equity
on the contracts

Foreign currency risk exposure may also anse on financial assets and
habilities Group policy allows for such currency exposure to be
economically hedged with forward contracts

Changes 1n the fair value of forward exchange centracts that
economically hedge monetary assets and habilities in foreign currencies
and for which no hedge accounting 1s apphed are recagrised in the
income statement Both the changes in fair value of the forward
contracts and the foreign exchange gains and fosses relating to the
monetary items are recognised as part of ‘net financing costs’

{see note b}

Sensitmty analysis
In managing interest rate and currency nsks the Group aims to reduce the
impact of short-term fluctuations on the Groups eamings

Over the longer term however, permanent changes in foreign exchange
and interest rates would have an impact on conselidated earmings

For the financial period to 30 June 2007 it 1s estimated that a general
increase by one percentage pomnt in Interest rates would have decreased
the Group’s profit before tax by approximately £10 million (2006 £03m)

It 1s estimated that a general increase of one percentage point in the
value of the Pound 5terling against other foreign currencies would have
decreased the Groups profit before tax by less than £0 1 millon for the
year ended 30 june 2007 {2006 £01m) The impact of forward exchange
contracts have been included in this calculation
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Interest rate risk management quantfication
This table analyses the currency and interest rate composition of the Groups financial assets and lrabilities excluding short-term trade recenvables and
payables as they are nat normally subject to any interest rate nsk as they are non-interest beanng (except where the terms of payment are not adhered to)

Total
carrying
Polish Zloty Euro Sterfing value 2007
2007 Pertod in which interest rate reprices £m Em im Em
Financial iabilities.
Fixed rate Less than ane year - (08) - (08)
Between one and twa years - (05) - (G5}
Between two and five years - {09) - {09)
Floating rate Less than six months [(th) 2m (64) (91)
Between one and twa years - (01) - (01)
Between two and five years - (56 8) (190) (758)
Due after five years - (0.3) - (03}
(07) (614) (254) (875)
Currency swaps Less than six months - (308) 308 -
Total financiat habilities (07) (92 2) 54 (875)
Financial assets
Floating rate - 61 - 61
Non interest beanng 01 03 01 05
Tatal financial assets 01 64 01 66
Net financial (habtlities)/assets (06) {858) 55 (809)
Total
carrying
Palish Ziaty Eure Stering value 2006
2006 Period in which interest rate reprices fm Em fm £m
Financial habiities
Fixed rate Less than one year - (03) 01) 04)
Between one and two years - (05) - (0%)
Between two and five years - (08) - {08)
Floating rate Less than six months - (210} (76) (28%6)
Between one and two years ~ {01) - ©1)
- (227) a7 (304)
Currency swaps Less than six months - (317) 317 -
Total financal habilities - (54 4) 240 (304)
Financial assets
Non interest bearing 06 06 01 13
Total financial assets 06 06 01 13
Net finanaial (habilines)/assets 06 {538) 241 (291}

Floating rate financial labilines bear interest based on base rates and short-term interbank rates (predominantly LIBOR with seme EURIBOR and some
EONIA)

Fixed rate borrowings relate to finance leases which have weighted average interest rates between 3% and 7% (2006 5% and 7%)
The currency swaps reflect the currency in which the interest 1s borne

Excess Sterling cash generated in the UK 1s recycled internally to the European operations to repay external borrowing and the currency and interest
rate effects are corrected by currency swaps
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Notes to the Group financial statements continued

21) Financial nsk management continued

Liquidity nsk management

The Group's policy 1s to ensure that it has facilities sufficient to cover its projected level of core funding requirements plus intra manth working capital
needs and a reasonable leve! of unexpected cantingencies for at least 12 months ahead at reporung dates The Group maintains sizeable levels of
uncomrmitted facihties to enhance day to day hquidity but it does net rely on any of these in the above calculation

The maturity profile of the Groups financial liabilites, excluding short-term creditors such as trade payables and accruals, which form part of the
Group's day to day operating cycle 1s disclosed in note 20

The Group has a single committed facility The amount unutilised at the year end was £74 5 miflton (2006 £66 3m) and the facility has a matunity date in
2011 (2006 2009)

Fair value disclosure
Fair value of financial assets and habihibes

2007 2006

Book value Fair value Book value Farr value

£m £m £m £m
Bark loans overdrafts and other loans {35.3} (853) (287 (287}
Finance lease habilities {2 2) (22) 17 {17}
Total gross borrowings (875) (87 5) (304) (304)
Cash and cash equvalents 66 66 13 13
Total net borrowings (809) (80 9) (291) (291}
Forward exchange contracts 04 04 04 04
Total (80 5) {80.5) (287) (287T)

The fair values of the forward contracts are estimated from market forward exchange rates on 30 june 2007 All contracts mature within one year
The farr values of borrowings are reported at book value as they are all at short term to reset

2007 2006

Notional value of forward contracts £m £m
Euros purchased 300 158
USSs purchased 01 04
Euros sold {473) (48 6)
Zlotys sold (8.4) (80)
(256) (40 4)

Currency nsk management — monetary assets and habilities

The Groups buying and selling actwities occur matnly within the same currency zones so there is relatively little trading exposure The Group's policy
s to caver any such currency exposure The table below 1s required to show net exposure by business area The Group's policy is to endeavour to cover
expasures 1n the business area in which they anse However exceptions are permitted where it 15 commercially advantageous to differ

The net monetary assets/(habilities) that are not denominated in their functional currency are shown below Gains and losses ansing from these
exposures will be recognised in the iIncome statement

Sterling Euro 2oty Total
2007 £m £m £m £m
Euro-zone countries (05) - - (05)
Poland (0.3) (02) - (0.5)
Other (07) (02) {02) {11)
Total {15) (04) {02) (21)

Sterling Euro Zioty Total
2006 £m £m im £m
Euro-zone countries (03) - - ©3)
Poland (03) on - (o4)
Other (05) (02} (01) (08)
Total (11) (03) (01} (15)
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Currency nsk management - net asset expasure
As imdicated on page 22,1t is the objective of the Group to minimise currency risk by hedqging its currency exposure

The Group operates sigrficant trading assets in Continental Europe dencrminated in Euras and other European currencies Althaugh trading activities
take place mainly within each currency area the Group has significant exposure to movements in exchange rates on net assets In order ta hedge these
exposures the Group arranges forergn currency funding bothintemal and external, and uses forward contracts to hedge the rematrung net exposure to
foreign currency assets The net asset exposure and the effect of the ralling forward contracts is shown below-

Impact of forward contracts on net assets currency exposure

Net assets Netassets
before Forward after
hedging comracts hedging
2007 £m fm £m
Sterling 717 414 1131
Euro-zone currencies 393 (330) 63
Poland and other 93 (84) 09
Total net assets 120.3 - 1203
Net assets Net assets
before Forward after
hedging contracts hedqng
2006 £m £m £m
Sterling 471 566 1037
Euro-zone currencies 488 (48 6) 02
Poland and other 80 (80) -
Total net assets 1039 - 1039
22) Share caprtal

Authonsed Allotted called up and Fully paid
Number £m Number im

Ordinary shares of 10 pence each
At 1)uty 2006 500000000 500 176596 234 177
Shares issued out of Treasury 1020833 01
Shares 1ssued 70,555 -
At 30 June 2007 500,000,000 500 177687622 178

1,020 833 ordinary 10p shares were issued out of Treasury during the year for a consideration of £660 000 in order to satisfy the exercise of employee
share options 70555 new shares were 1ssued for a consideration of £31000 There remain 2,019 (£202 nominal value) Treasury shares to sabisfy future
exercise of employee share options Since the year end a further 32 million shares have been issued o satisfy the Save As You Earn savings scheme that
matured i August 2007

Ordinary shares carry full voting nghts and are entitled to attend Company meetings and to recenve dividends (see page 40)

23) Employee share schemes
Share options
The table below lists out share option schemes existing between 30 June 2006 and 30 June 2007
Weighted QOptions
2006 Options average cancelledf 2007 2007 Opuon Earliest

Qption exercised share tapsed Option Exercisable exercise exercise Expiry
Opuon type number during year prce (£) during year number number pnce {£) date date
1995 Internationat Executive
Share Option Scheme 829059 (559,555) 174 - 273,504 273,504 0585 24/9/2005 247972012
2002 Unapproved Discretionary
Share Option Scheme 701389 (465,278) 170 - 236,111 236,111 072 16/12/2005 16/12/2012
1995 Savings Related
Share Option Scheme™ 3441700 (70555) 202 {12750) 3,358,395 - 0445 1/8/2007 31/1/2008

4972148  (109L388) (12,750) 3,868,010 509,615

*Scheme rules allow exercise at an earher date than stated above in certain circumstances for example regundancy retirement or death in service

Please refer to page 46 for further details on the options above
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Notes to the Group financial statements continued

23) Employee share schemes continued
McBnde Long Term Incentive Plan (LTIP)

The Group operates a performance based LTIP with a three year vesting peniod for senior executives The percentage of shares vesting 1s dependent
on the performance of the Group against the following criteria

Total shareholder return (TSR} 50% of the award relates ta comparing the TSR of McBrde shares with the TSR of the companies in the FTSE 250

Ex Investment Companies Index (see page 46)

Earmings per share (EPS) 50% of the award relates to companing the EPS growth of the Group with movements in the retad price index (see page 46)

Fair value of awards granted in 2006 and 2007

The following assumptions were used te determine the fair value of the LTIPs using a variant of the Monte Carlo pricing moded

2007 2006
Risk-free interest rate 49% 43%
Share price on grant date (pence) 166 50 15513
Index level 10,340 8476
Dividend yield on stock 32% 32%
Dmwdend yreld on index 24% 24%
Volatility for stock 230% 26 0%
Velatility for index 130% 11 0%
Expected life of LTIPs 3 years 3 years
Expected volatility was determined based on weekly information and over a weighted 3-year period where the annualised standard deviation of the
weekly log-normal returns 1s calculated
Weighted fair
Number value (pence)
Issued in the year ended 30 June 2007 - outstanding and not exercisable 570,461 1023
Issued in the year ended 30 June 2006 - outstanding and not exercisable 444,442 1039
The Company recognised total expenses of £166 000 relating to equity-settled share-based transactions in 2007 (2006 £46.000)
24) Reconciliation of movement in equity and reserves
Issued Share Cash flow Total
share prem:wum hedge Translation Cther Retained Minonty equrty and
capital account reserve reserve reserves earnings Total nteresy reserves
£m Em £m £m fm £m fm £m £m
At 1 july 2005 177 1418 03) 02) on (619} 964 02 966
Profit for the year - - - - - 132 182 02 184
Own shares acquired and held as treasury (01) - - - - (15) (16) - {16}
Treasury shares issued to satisfy employee
share option exeraises 0z - - - - 04 06 - 06
Own shares acquired and cancelled 01) - - - - (10) (11) - (11)
Movement in cash flow hedge - - 04 - - - 04 - 04
Fereign exchange translation differences - - - 07 - - 07 - o7
Net loss on hedge of net nvestment i
foreign subsidianes - - - @7 - - 07} - (07)
Actuanial loss net of deferred tax - - - - - (06} (06} - (06)
Equity dnvidends - - - - - (87) 87 - (87
Tax on share options taken directly to equity - - - - - (01) (01) - (01}
At 30 June 2006 77 141 8 01 (02) o7 (552 1035 04 1035
Profit for the year - - - - - 212 212 0t 213
Treasury shares issued to satisfy employee
share option exercises 01 - - - - a7 08 - 08
Employee share scheme - - - - - 02 02 - 02
Movement in cash flow hedge - - 03 - - - (0.3) - (03)
Foreign exchange translatton differences - - - (1%) - - (11 - (11)
Net gain on hedge of net investment in
foreign subsidianes - - - 08 - - 038 - 08
Acquisitton of minonty interest - - - - 12 - 12 (05) 07
Actuanal gain net of deferred tax - - - - - 31 31 - 1
Equity dnidends - - - - - (92} 92) - (92)
Tax on share options taken directly to equity - - - - - 01 01 - 01
At 30 June 2007 178 141 8 {0.2) {0.5) 05 (391) 1203 - 1203

The number of Treasury Shares held at 30 June 2007 was 2 019 (2006 1022 852}
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Cash flow hedge reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments relating to

transactions that have not occurred

Translation reserve includes cumulative exchange differences ansing from the translation of foreign subsidianes into sterling

Other reserves includes the caprtal redemption reserve

25) Employee numbers and costs

The average number of persons employed by the Group (including directors) during the year, analysed by category was as follows

2007 2006
Operations 3,855 3731
Sales and marketing 266 264
Finance and administration 576 532
Total full-tme equivalent employees 4,697 4527
2007 2006
Em im

The aggregate payroll costs were
Wages and salanes 946 837
Share scheme costs 02 -
Social secunty costs 183 180
Pension costs 26 22
157 1089

Total payroll costs

Pension costs include the current service costs for defined benefit schemes and payments to defined contribution schemes but exclude defined benefit

scheme costs included within net financing costs

26) Net debt
Acquisition
cash and Exchange
2006 Cash flow debt acquired movement 2007
£m £m £m £m Em
Cash and cash equivalents per the balance sheet 13 29 23 01 66
Overdrafts {26) €1V - - (76)
Cash and cash equwalents per the cash flow statement (1.3) (21) 23 01 (10)
Debt. Due after one year (239) (529) - 06 (76 2)
Debt Due within one year (22) 36 29 - (1.5)
Finance leases 17) 07 (12 - {22)
Net debt (291) (307) (18) o7 (8089)
Acquisition
cash and Exchange
2005 Cash flow debt acquared mavement. 2006
Em £m £m £m £m
Cash and cash equivalents per the balance sheet 03 10 - - 13
Overdrafts (30} 04 - - (26)
Cash and cash equivalents per the cash flow statement 27 14 - - (1.3)
Debt Due after one year (191) (43) - (05} (239
Debt Due within ane year (05) (17 - - (22)
Finance leases (21) 04 - - (17
Net debt (244) (42) - (05) (291}
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Notes to the Group financial statements continued

27) Commitments
2007 2006
Em £m
Capital expenditure
Contracted but not provided 33 32
Operating leases
Total payments under operating leases analysed over periods when the leases expire are as foliows
2007 2006
Total operating leases £m £m
Within one year 18 18
tn the second to fifth years nclusive 36 48
54 66
2007 2006
Leases of land and building which expire £m £m
Within one year 01 01
In the second to fifth years inclusive 04 -
05 01
2007 2006
Other leases which expire £m £m
Within one year 17 17
In the second to fifth years inclusive 32 48
49 65

Other operating leases relate mainly to plant and equipment
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Company balance sheet
at 30 june 2007

2007 2006
Note £m £m
Fixed assets
Tangible assets 3 01 01
Investments 4 1550 1650
1551 1651
Current assets
Debtors 5 117 1046
Total assets 266 8 2697
Current habilities
Creditors Armounts falling due within one year 6 {801) (890)
Totatliabilities (801) (890)
Net assets 186 7 1807
Equrty
Called up share capital 7 178 177
Share premuum account 8 1418 1418
Capital redemption reserve 8 05 05
Profit and loss account M 8 266 207
1867 1807

Total equity and reserves

These financial statements were approved by the Board of Directors on 5 September 2007 and were signed o tts behalf by

MW Roberts
Director
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Notes to the Company financial statements

1) Significant accourting policies

Basis of accounting

The separate financial statements of the Company are presented as
required by the Companvies Act 1985 They have been prepared under the
histoncal cost convention and In accordance with applicable United
Kingdom Generally Accepted Accounbing Prnciples (UK GAAP) and law

Under Financia! Reporting Standard 1 the Company I1s exempt from the
preparation of a cash flow statement on the grounds that itis included
within the conschdated accounts

Under Financial Reporting Standard 8 Related Party Disclosures the
Company Is exempt from disclosing related party transactions with
entives that are part of the Group

The principal accounting pelicies are summarised below

Investments

Fixed asset nvestrnents in subsidianies and associates are shown at cost
tess any provision for impairment For investrments in subsidianes
acquired for consideration, including the 1ssue of shares qualifying for
merger relief cost1s measured by reference tc the nominal value anty of
the shares issued Any premium is ignored

Tangible fixed assets

Depreciation Is prowded to write off the cost less the estimated residual
value of tangible fixed assets by equal installments over therr estimated
useful economic hves as follows

Computer equipment (including software} ~ 3 to 5 years

Fareign exchange

Transactions in foreign currencies are recorded using the rate of
exchange ruling at the date of the transaction Monetary assets and
habilries denominated i foreign currencies are translated using the rate
of exchange ruling at the balance sheet date and the gains or losses on
translation are included in the profit and loss account

Leases
Operating leases are charged to the profit and loss account on a straight
line basis over the life of the operating lease

Contingent habilities

When the Company enters into financial guarantee contracts to
guarantee the indebtedness of other companies within the Group the
Company considers these to be insurance amangements and accounts for
them as such In this respect the Company treats the guarantee contract
as a contingent liability until such time as it becomes probable that the
Company will be required to make a payment under the quarantee

2) Profit for the year

As permitted by section 230 of the Companies Act 1985, the Company has
elected not to present its own profit and loss account for the year The
Company reported a profit for the financial year ended 30 Junie 2007 of
£14 1 rallion (2006 £177m) Fees payable to the Company's auditors for
the audit of the Company’s annual accounts were £01 million (2006
£01m) Fees payable to the Companys auditars for services relating to tax
were £0 1 million (2006 £01m) The Company had no employees for the
year epded 30 June 2007 (2006 nil)

3) Tangible fixed assets
There was ne significant movement in the Company s tangible fixed
assets of £01 million (2006 £0 1m}) relating to computer equipment.
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4) Investments

£m
Shares in subsichary undertakings at cost
At 30 June 2006 1650
Exchange adjustment (05)
Ligurdation of iInvestment in McBnde Euro Finance Limited (95)
At 30 June 2007 1550

Set out below are the principal subsidiary undertakings of the Company
whaose results are included in the consolidated financial statements as at
30 June 2007 The country of Incorperatien 1s also the principal country of
operation

The main business activity of the major operating subsidiaries involves
the manufacture and distnbution of household and personal care
praducts A full ist of subsidiaries (s filed with the Registrar of Comparies

Country of
Lompany COwnership Incorparation
Trading subsidiaries {ordinary shares)
Robert McBnde Ltd* 100% Engtand
Darcy Limited 100% England
Darcy Bolton Property Limited 100% England
McBride SA 100% Belgium
McBrde Sro 100% Czech Repubiic
McBnde SAS 100% France
Problanc S.AS 100% France
Vitherm S.A S 100% France
Chemaolux GmbH 100% Germany
McBrde Hungary Kft 100% Hungary
McBrnide S pA 100% Italy
Dasty Italia S p.A 100% Italy
ChemaluxSarl 100% tuxernbourg
McBnde BV 100% Netherlands
Intersilesia McBride Palska Sp Zoo 100% Poland
000 McBnide Russia 100% Russia
McBnde SA U 100% Spain
Investment companies
McBride Holdings Limited* 100% England
McBnide CE Holdings Limited 100% England

“These compantes are directly awned subsidiary undertatuings of MeBride ple ('the Company’)
with McBride Holdings Limited 100 0% owned and Robert McBrde Ltd 577% awned by
the Company.

5)Debtors amournts falling due wrthin one year

2007 2006
Em £m
Amounts owed by Group undertakings 1098 1030
Other debtors 12 07
Prepayments and accrued income a7 09
Total debtors ms7 1046
6) Creditors amounts falling due within one year
2007 2006
Em £m
Bank overdrafts {unsecured) 01 01
Bank loans 567 30
Other creditors 02 01
Amounts owed to Group undertakings 21.6 85.2
Aceruals and deferred income 15 06
Total creditors 801 890
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7) Called up share caprtal

Authorised Allotted called up and fully paid
Number £m Number im
Ordinary shares of 10 pence each
At 1 july 2006 500,000000 500 176596,234 77
Shares 1ssued out of Treasury 1020833 01
Shares 1ssued 70,555 -
At 30 June 2007 500,000,600 500 177687622 178
8) Movement on reserves
Share Capral Profit
premium redemption and loss
account neserve account
£m £m £m
At 1 july 2006 1418 05 207
Retaned profit for the year - - 52
Share 1ssues - - 07
At 30 june 2007 1418 05 266
Own shares (held as Treasury shares) Number im
Ordinary shares of 10 pence each
At 30 june 2006 1,022,852 01
Share issues {1020,833) (01)
At 30 June 2007 2,015 -

Own shares are included within the profit and loss account reserve

9) Guarantees

The Company has guaranteed the loans and debt of certain subsidianes up to £4 5 million (2006 £3 0m) The Company 15 also a cross-guarantor with
certan other subsidianes with an outstanding liability as at the balance sheet date of £18 8 million (2006 Enil}

10} Share-based payments

The Company has no employees Shares in the Company have been granted to employees of the Group as part of the share-based payment plan and
recharged to the employing compary on the basis of the actual cost as calculated by the number of employees benefiting from any share 1ssue
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The figures - Shareholder information

Useful information for shareholders

Company’s registered office
McBnde House

Penn Road

Beaconsfield
Buckinghamskure

HP9 2FY

Telephone- 01494 607050
Facsimile 01434 607055

Audrtors

KPMG Audit Plc

8 Salisbury Square
London ECAY 8BB

Solicitors
Ashurst
Broadwalk House
5 Appold Street
London EC2A 2HA

Financial adwiser and broker
Dresdner Kleinwort

PO Box 560

20 Fenchurch Street

London EC3M 3LB

Pnncipal bankers

Barclays Bank PLC

Eastern Region Corparate Business Centre
Eagle Point

1 Capability Green

Lutan LU1 3US

Fortis BankSA /NV
Camomile Court

23 Camomile Street
London EC3A 7PP

KBC Bank NV

5th Floar

111 Old Broad Street
London £EC2N 1BR

HSBC Bank plc

Home & Eastern Corporate Banking Centre
Altius House

1 North Fourth Street

Milton Keynes MK9 1NE

Registrars

Computershare Investor Services PLC
PO Box 82

The Pavililons

Bridgwater Road

Bristol B539 7NH

Telephone- 0870 707 1136

Ernail web queries@computershare co uk
Website- www computershare com

Finanaal public relations advisers
Financial Dynarmics

Holborn Gate

26 Southampton Buildings
London WC2A 1PB
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Financial calendar 2007/08

Dmvidends

200607 final dvidend

Ex-dnidend date 24 October 2007
Record date 26 October 2007
Final dvdend payable 30 November 2007
2007/08 dnidends

Intenm dnndend payable May 2008

Final dmdend payable November 2008
Other dates

Annual General Meeting 30 October 2007
2007/08 Q1 trading statement 30 October 2007
2007 /08 half year end 31 December 2007
2007 /08 H1 trading statement January 2008*
2007 /08 intenm results announcement February 2008*
2007 /08 intenm report arculated February 2008
2007 /08 year end 30 June 2008

2007 /08 full year trading staternent July 2008*

2007 /08 annual resutits announcement September 2008*

*These dates are provisional and may be subyject to change

Dmdend payments

Shareholders may choose to have dwidends pad directly into ther bank
or buillding society account This benefits shareholders as the dividend 1s
paid into their account as dleared funds on the date the payment s due
Confirmation of payment 1s contained n a dmdend tax voucher which

15 posted to shareholders’ registered addresses at the time of payment
This voucher should be kept safely for future reference

Shareholders who wish to benefit from this service should complete a
dividend mandate form which can be found attached to the last dwvidend
warrant Alternatively, the required documentation can be obtained by
contacting McBnides registrar using one of the methods outhned below
in the section entitled 'Sharehalder quenes and helpline'

Shareholder queries

Shareholders who change address, lose thetr share certificates wish
to aralgamate multiple shareholdings to avoid recemng duphcate
documentation want to have dwvidends paid directly into theur bank
account or otherwise have a query or require (nformation relating to
their sharehotding should contact the company's registrar

This can be done by wniting to Computershare Investor Services PLC,
The Pavilions, Bndgwater Road, Bnstol, BS99 TNH Altematrvely,
shareholders can contact Computershare on the dedicated McBnde
shareholder information telephone line 0870 707 1136 or email their
enquiry to web quenes®computershare co uk indicabing they are a
McBnde shareholder

Shareholders are also able to access and amend details of their
shareholding (such as address and dvidend payment instructions)
over the internet subject to passing an identity check, wa the
registrar s website at www computershare couk
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ShareGift

McBnde supports ShareGift, the share donation chanty (reqistered
charity number 1052686) ShareGift was set up so that shareholders
who have only a very small number of shares which might be considered
uneconomic to sell are able to dispose of them by donating them for
the benefit of UK chanties Donated shares are aggregated and sold by
ShareGift the proceeds being passed on to a wide range of UK chanties
Donating shares to chanty gwves rise neither to a gain nor a loss for UK
Caprtal Gains purposes and UK taxpayers may also be able to clam
income tax relief on the value of the donation

Further information about donating shares to ShareGift 1s avarlable
either from its website at www.Sharelift.org by writing to ShareGift
at 5 Lower Grosvenor Place, London SW1W OEf ar by contacting them
on 020 7828 1151

Even if the share certificate has been lost or destroyed the gift can
be completed The service 15 generally free However there may be an
indemnity charge far a lost or destroyed share certificate where the
value of the shares exceeds £100

Online shareholder services

McBrnide provides a number of services onfing in the investor relations

section of its website at www mcbnide co uk where shareholders and

other interested parties may

> View and/or dewnload annual and intenm reports

> Check current or historic share pnces (there 1 a histonc share
price download facility)

> Check the amounts and dates of historic dwdend payments

> Use interactive tools to calculate the valize of shareholdings and
chart McBride ordmary share price changes against indices

> Register to receive email alerts regarding press releases including
Lenden Stock Exchange announcements, annual reparts and
company presentations

Share pnce history

The following table sets out for the five financial years to 30 June 2007
the reported hugh low, average and financial year end (30 June or
immediately preceding business day) closing middle market quotations
of McBndes ordinary shares on the London Stock Exchange

Share price (pence)

Financal

Year ended 30 June High Laow Average  yearend
2003 95 48 &6 95
2004 150 92 126 149
2005 e 122 148 150
2006 178 138 159 178
2007 262 154 199 219

Unsolicited mail

As the Company s share register (s, by law, open to public inspection,
shareholders may recerve unsokated mail from organisations that use
it as a mailing ist Shareholders wishing to it the amount of such
mail can register online with the Matling Preference Service at

www mpsanline org uk or ask for a registrabon form from Mailing
Preference Service, FREEPOST 29, LON207T1, Lendan W1E OZT

Five year financial summary (unaudrted)

IFRS IFRS IFRS  UKGAAP  UKGAAP
2007 2006 2005 2004 2003
£m £m im £m £m
Results
Revenue 5920 5401 5371 5013 4868
Profit before tax™ 321 299 336 349 276
Profit after tax™ 232 212 235 240 197
Profit before tax 295 259 306 302 262
Profit after tax 213 184 214 203 183
Earmings
Adjusted basic earnings
per sharett 130p 118p 132p 135p 11.0p
Ordinary dwvidends
per share® 56p 51p 48p 40p 29

{1) Profit and adjusted earrungs per share are stated under IFRS befora exceptional items
and amortsation of Intangible assats and under UK GAAP before excepional items
and amortisation of goodwill and any related tax

(2) Intenm and proposed final dvidend for the year

The impact on the Group’s financal statements as a result of
the introduction of IFRS was to require the Group to reflect the
following changes

Employee benefits The balance sheet 1s required to reflect the
underlying lability of any post-employment retirement schemes
Additionally any haliday pay needs to be accrued

Goodwill Goodwillis no longer amortised instead impairment
testing must be undertaken annually and any impairment taken
to the iIncome staterment

Dridends Drvidends are no longer recognised until approved by
shareholders instead they are expensed in the penod in which they
are pad

Share-based payments Where employees receve a benefit as a
consequence of shares being 1ssued to them, the cost must be expensed
through the income statement

Leases Where a long lease on land and buildings 1s not expected to have
its title pass ta the Group, the land element should be reclassified as a
non-current prepayment.

Income taxes. A deferred tax asset should be recogmised for share
option schemes not fully vested on the basis of the excess of the
market price over the option price
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This annual report 1s available at www mcbnde co uk
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Communicating with our shareholders

Online
register to recewve electronic shareholder communications
reqister to recewve emall alerts of key announcements
find out more about McBride

www mcbnde co uk

McBnide plc
McBnide House
Penn Road
Beaconsfield
Buckinghamshire
HP9 2FY

United Kingdom

Telephone +44 (0)1494 60 70 50
Facsimile  +44{0)1494 60 70 55




