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Corporate statement

Norcros supplies high quality and
innovative showers, ceramic wall and
floor tiles and related products. We have
three complementary UK businesses:
Triton Showers, Johnson Tiles and
Norcros Adhesives as well as significant
operations in South Africa and interests
N Australia and Greece.

Our businesses have a long, successful track record of serving consumers, architects, designers, retailers
and wholesalers Our emphasis 15 on innovation, quality and service combined with a strong understanding
of our customers’ needs We invest significantly and continuously In cur people and processes We are

a substantial group with consistent, high quality standards and considerable resources We aim to use
our strong brands, our innovative products and our leading market posttions to drive investment returns
and shareholder value

UK South Africa

Top left - UK Norcros operates

out of Stoke-on-Trent and Nuneaton
warwickshire withun the UK Qur
main brands in the UK are Triton,
Johnson Tiles and Norcros Adhesives

Top right - South Africa Norcros I1s a
leading supplier within South Africa
with the well established brands of
Tile Africa, Johnson and TAL

UK
Stoke-on-Trent Below - Rest of the World We have
a wholly-owned subsidiary 1n Australia
Nuneaton Warwickshire
Sauth Africa which sells tiles under the “Johnson”
brand and an associate in Greece
manufacturing tiles and adhesives

Rest of the World

Greece

Avstralia

To find cut what s happening at all our
destinations visit Www norcros.com
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Highlights

Revenue £169.6m
2010 £1696m
2009 £154 2m
2008 £167 9m
2007 £162 4m
Trading profit’ £7.3m
2010 £7 3m

2009 £70m

2008 £16 Om
2007 £153m

* Trading prefitis defined as operating profit before exceptional tems and
operating mcome

Cash generated

from operations £10.6m
2010 £106m

2009 £6 8m

2008 £137m
2007 £14 1m
Net debt £15.9m
2010 £159m

2009 FAS 8m

2008 £46 5m

2007 €112 9m|
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Norcros: at a glance

Our operations

NOrcros focuses

on three related
businesses: showers,
tiles and adhesives.

We design, manufacture and distribute our products,
either to businesses or direct to consumers We have

a leading position 1n the UK market and have significant
tile and adhesive operations in South Africa, as well as
operations In Australia and Greece

We organise our Group Into three geographic areas:
the UK, South Africa and the Rest of the World This
gives us a combination of well established businesses
with strong market positions and growth opportunities
in new markets

Revenue

WWWw NOrcros cocm

® UK
@ South Africa
@ Rest of the Worlg

Visit our website for
full details on all our
products and services
WWW NOrcros com
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Revenue - UK
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Revenue - South Africa

Revenue - Rest of the Worid

£102.7m
+8.6%

£59.0m
+12.2%

£7.9m
+12.9%

Triton* Market leader tn the manufacture
and marketing of showers with a strong
position in etectric showers and an
INCreastng presence In mixer showers,
Triton also exports products to the Irish
Repubhc and other overseas markets

Johnson Tiles* Leading manufacturer
and supplier of ceramic tiles

Norcros Adhesives, Manufacturer
and supplier of atthesives grouts, surface
preparation and aftercare products for

fixing ceramic and porcelain tiles mosaics,

natural stone and marble

We are a leading manufacturer of ceramic

tiles and adhesives and a leading retaller
of these and associated products such

as sanitary ware under the “Johnson”,
“Tile Africa” and “TAL" brands

The Group has a wholly-owned subsidiary
in Australia selling tiles under the “Johnson”
trand Norcros alse has an associate In
Greece manufacturing tiles and adhesives
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Chairman’s statement

WWW nOrcros com

The proceeds of the capital raising
significantly strengthened the Group's
financial position, both reducing
Dorrowings and overall interest cost.

John Brown Chairman

summary

@ Revenue for the year Increased
by 10 0% to £169 6m

® Trading profit of E7 3m Is 4 3% ahead
of last year

¢ The Group completed a capital raising
exercise raising gross proceeds of £30m

¢ Well positioned to take agvantage
of organic growth opportunities

® The Group now has significantly reduced
borrowings and interest costs

Overview

| am pleased to report that the Group has
delivered a solid performance ahead of
market expectations and with significant
progress in a number of areas This result
has been delivered despite the substantial
downturn in demand in our major markets

The performance in our UK businesses was
particularly encouraging and the inihial benefits
of the operational Improvements implementec
in our South African tile manutfactunng and
retall operations started to show through in
the second half of the year

Fallowing the successful capital raising in
Decermber 2009, which raised net proceeds
of £27 7m, and the intense focus on cash,
net debt was reduced by £29 9m to £15 9m
(2009 £45 8m)

Results

Revenue for the year increased by 10 0% to
£169 6m (2008 £154 2m), benefiing from
the relatve strength of the South Afncan Rand
and Australian Dollar to Sterling exchange
rates At constant exchange rates revenue
increased by 2 4% reflecting growth across
all of our UK businesses partly offset by
dechnes in both our overseas operations

Group trading profits of £7 3m {2009 £7 Om)
ware 4 3% higher than pnor year Trading profit
In our UK operations grew by 30 3% to £11 6m,
with our businesses outperforming therr ndustry
peers and growing market share on the back
of successhul product and marketing initatives
Conversely, In South Afnca the continuation of
very weak econormnic conditons and sigruficantly
reduced bullding actmty resulted in a trading
loss of £3 7m, albert cur South Aincan adhesive
operation delivered a resilient performance
and reported results n ine with last year

Pre-tax profitability was impacted by
exceptional charges of £8 2m (2009 charge
of £7 7m) £2 5m of which related principally
to the closure of underperforming retall stores
n South Afnca and & further £6 7rm charge
related to the impawrment of the carrying value
of the Group's Greek Associate together with
associated costs This reflects the continuing
losses in this business, which was adversely
impacted by the extreme difficulties in the
local economy In Greece

Group loss before tax and exceptional tems
was £1 8m (2009 profit of £2 9m), with the
higher trading profits more than offset by
higher net finance costs, which increased
from £3 9m to £5 3m In addition there was
a £3 4m increase in the IAS 19 pension
interest charge reflecting a £1 1m expense
this year compared with £2 3m income in
the pnor year

Basic losses per share before exceptional
items were O 6p (2009 earnings of 1 Op)
and basic losses per share as reported
were 3 4p (2009 losses of 4 2p)

Net cash generated from operations

In the pertod was £10 6m (2009 £6 8m)
reflecting a significant increase in the rate
of cash conversion Capital expenditure
was £3 9m (2009 £4 7m) and mcluded new
product development at Triton, tnvestment
in 1nk jet technology 1n the UK tles business,
store upgrades and the purchase of the
Randburg store in South Alnca Net debt
at 31 March 2010 reduced to £15 9m from
£45 8m at 31 March 2009 and leverage
measured as net deb/EBITDA was 1 3 times
All banking covenants were met and since
January 2010 we have enjoyed the lowest
level of bank margin available within the
facility agreement
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The UK defined benehit pension scheme
valuation calculated under IAS 19 reduced
from a surplus of £1 3m at 31 March 2009
1o a deftcit of £9 3m at 31 March 2010

The reducton prnincipally reflects the fall

in the applicable discount rate from 6 9%
o § 7% and a strengthening in mortality
assumptions, partly offset by an increase
N the scheme's asset values

Capital structure

As previously reported, the Group agreed
to revised terms on its banking facilties
In July 2009 which, as a consequence

of the difficult borrowing market and tight
llquidity environment, are more onerous
than those under the previous facilities
Cn 4 December 2009, the Group completed
a capital ratsing exercise which raised
gross proceeds of approximately £30 Om
(approximately £27 7m net of expenses)
through the 1ssue of 428 571,428 new
ordinary shares wvia a firm placing and
placing and open ofter of new shares
The net proceeds were used to reduce
the Group's debt, thereby significantly
strengthening the Group's financial
positton, both reducing the Group's
borrowings and overall interest cost

Dividend

The Beard has determined not to propeose

a final dividend in respect of the year ended
March 2010 This follows no intenm dividend
being declared

It1s, however, the Board's intention to return
to a progressive dividend policy, within the
resinchions placed on the Group by the terms
of ts bank facility agreement and subject to
the Group's eamings, cash flow and balance
sheet position

Initiatives

South Africa

Operational improvements have been
implemented in our South African tile
manufactunng and retal businesses by the
new management team In tilte manutactunng,
the deployment of specalist tle manufactunng
resource succeeded In statiising the plant
and rmore recently returning it to an efficient
level of throughput and quality We have also
completed the closure of four underperforming
stores in our retall business Our second half
resulis were more encouraging and in spite
of the continuing market difficulties, we are
confident of re-establishing a solid base for
future growth
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Australia

As recently announced the Group completed
post year end the disposal of its 25 5%
investmentin Rt Beaurmont & Co (Pty) Limited
for a consideration of ¢ £4 3m net of expenses,
generating a profit on disposal of £2 6m
which will be reported in the Group's financial
statements for the year ended 31 March 2011
This disposal reabses value from the Group's
investment and the net proceeds will be
used to further reduce debt and assooated
interest costs

Board changes

In anticipation of his retirernent from the Board
N 2011, Joe Matthews, who has been Group
Chief Executive since Apnl 1998, will step down
as Group Chief Executive on 31 March 2011
and from the Board at the Annuat General
Mesting in July 2011

Nick Kelsall, currently Group Finance Director,
15 appointed Group Chief Executive-designate
with effect from 1 July 2010 and will succeed
Joe as Group Chief Executive with effect from
1 Apnl 2011

The Board undertook a thorough process
of evaluating both internal and external

candidates, and the Board congratulates
Nick on this appotntment

The Board will now undertake a search for
a new Group Finance Director and a further
annguncement will be made in due course

| am delighted to welcome Mr Vijay Aggarwal,
who joined the Board as a Non-executive
Director on 8 October 2009 Mr Aggarwal is the
Managing Director of Pnsm Cement Limited
(formerly H & R Johnson {India) Umited, a
comparty In India n which the Group prevousty
had a direct interest, which has recently merged
wath Pnsm Cement Limited) Prisrn Cement
Limited 1s the parent of Litestyle Investments
PVT Lirmuted, a mayor sharehdlder of Norcros plc
The Group has recently announced Mr Ginja
Sankar Pataik as an altemate Non-executnve
Director to Mr Aggarwal Mr Patnaik s a
member of the seror management team

of Pnsm Cement Limited

Employees

I would like to extend the Board's thanks and
gratitude to everyone in the Group for their
continuing hard work and dedication dunng
an exceptionally challenging year

Summary and outlook

Looking ahead, the UK outlook for consumer
spendng n the current year remans uncertain
Pubkic sector investmerit 1s expected to decline,
whilst private sector investment 1s forecast to
remain muted In South Afnca, the economy
1s projected to show a slow recovery Despite
these challenging conditions, the Group 1s

in good shape with a strong balance sheet,
following the recent capital raising, and resiient
revenue dnven by essential repair and
rmamntenance activity and continued focus
and investment In new product development
Laslt year's major operational improvements
in our South African operations should also
yield benefits in the current year

An encouraging start has been made to

the current financial year With the strength

of our leading market positions, we believe
the Group 1s well postioned to take advantage
of any organic growth opportunites in Its key
markets as welt as any market recovery when
1t occurs and we look forward to making
further progress in 2010/11

J E Brown
Charrman
22 June 2010

One of Triton's stylish thermostatic
mixer showers

123K DY) JO MDIARY

Dueusaacd 3jesodioy

SIUN0Y




6 Noreres plc Annual report and accounts 2010

Business review

WWwwW narcros com

Qur results reflect a very strong
performance from our UK businesses
despite the effects of the significant
decline in the housing market and
the downturn in consumer confidence

and spending.

Joe Matthews Croup Chief Executive Nick Kelsal? Group Finance Director
Strategy
Triton Showers Johnson Tiles South Africa

Triton 1s well positioned to benefit from Future revenue growth in Johnson Tiles
the long-term growth in the shower market 15 expected to be achieved through
building on 1ts igh quahty product range,
consumer brand lovalty and strong service
capability Future long-term growth s

& an emphasis on design and
product development,

expected to be achteved through ® continued growth in share of the

® the continued growth of the UK UK specification sector
shower market through increased ® focused sales and marketing
penetration and a shorteming in the programmes targeted at the trade
replacement cycle, retail and selected export markets

¢ market share gains in the ® 3 strong emphasis on competitiveness
UK mixer shower market, and the maintenance of close relations

® acomprehensive new product with gur custamer base, and
development programme targeted ¢ consistently delivering excellent
at the commercral care and customer service
retail segments,

® conbinued investment 1n market
and brand development, and

¢ the maintenance of a superior
service ethos

Future Jong-term growth of
Norcros South Africa 15 expected
to be realised through

renewed growth of the South African
tile market

the expansion and refurbishment
of the TAF estate

investment In marketing and
advertising to Increase the
brand awareness of “TAF", “TAL"
and “Johnson”,

investment in new product
development programmes, and

a continved emphasis on
sSuperIor customer service,
supply chamn improvements
and increased efficiencies
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Qur business

Norcros 1s a focused group engaged in the
design, manufacture and sale of selected
home consumer products The Group
operates in three geographical areas

UK
In the UK the Group operates through three
complementary businesses

— Triton 15 the UK market leader in the
manuiacture and marketng of domestic

showers, with a leading position In electric
showers and a significant presence in mixer

and power showers Triton also exporis

showers to a number of overseas markets,

~ Johnson Tiles 1s a leading manufacturer

and supplier of ceramic tites in the UK and
operates across all sectors of the UK market

serving both the DIY accounts and the
trade through a long established national
distnbution network |t also exports to
selected overseas markets, and

— Norcros Adhesives 1s a UK manufacturer

and supplier of adhesives, grouts surface
preparation and aftercare products for fiang

ceramic and porcelain tiles, mosaics,
natural stone and marble

Norcros ple Annual report and accounts 2010

South Africa

In South Africa Noreros operates through three
business units and 1$ a leading manufacturer
and retaler of ceramic tiles and adhesives with
a complementary sanitary ware offenng under
the Johnson”, “Tile Afnea’ and “TAL' brands

— Tile Afnca (TAF) operates a chain of
retall stores focused on ceramic tile and
associated products such as showers and
sanitary ware, and sources products directly
from Johnson Tiles South Africa (JTSA}
and also from a number of iIndependent
local and overseas manufacturers,

= JTSA manufactures ceramic and
porcelan tiles, for supply to the TAF
stores and other independent retallers,
distributors and contractors, and

— TAL manufactures industrial, building
and tile adhesives, distnbuted through
a range of channels, including TAF

Rest of the World

The Group has a wholly-owned subsichary n
Australa selling ules under the Johnson” brand
Norcros also has an associate in Greece
manufactunng cerarmic tiles and adhesives

Top: A Tite Africa Roomset

Above' Exterior of Tie Africa’s
Fourways store in South Africa
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Business review continued

Revenue

£169.6m
+10.0%

2009 £1542m

Trading profit

£7.3m
+4 3%

2009 £70m

Cash generated from operations

£10.6m
+55.9%

Net debt

£15.9m
-65.3%

2009 E68m

2009 £458m

Trading performance

Overview

In the year ended 31 March 2010 we
continued to experience extremety tough
trading conditions with subdued or reduced
demand in many of the markets in which
the Group operates However, despite the
toughest year for some time we delivered
revenue growth and resilient trading profits
of £7 3m compared to £7 Om last year

This result reflects a very strong performance
from our UK businesses despite the effects
of the significant decline in the housing market
and the downturn in consumer confidence
and spending Frofitability benefited from lower
energy costs but continued to be adversely
impacted by the weakness in Stefling The
strong UK performance reflects our commitment
to and the success of our new product and
marketing programmes combined with our
continued focus on costs

WWW norcros com

In South Afnca, our performance continued
to be adversely impacted by the downturn

N economic activity, our investment in new
and existing stores and by under-perfommance
I our tle manufactunng business Operational
changes have been implemented by the new
management team to improve productivity and
efficiency and the leve! of losses in the second
half of the year were significantly reduced

UK

Our UK businesses produced a robust
performance despite the difficult trading
environment Overall revenue grew by 8 6%
to £102 7 m (2008 £94 6m) and trading profits
were 30% higher at £11 6m (2009 €8 9m),
with increased operating margins of 11 3%
{2009 9 4%)
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Triton's growth

has been driven

by the success of
our new product
ranges, our “best

in class” customer
service, our drive
on improving quality
and our strong
brand awareness.

Norcros plc Annual report and accounts 2010

Triton Showers

Tnton, our market leading domestic shower
business, delivered a very resillent profit and
cash performance, reflecting the strength

of its business model and the decisive
management actions taken to counteract
the weak market conditions Total revenues
were 9 3% higher, with UK revenues 12 3%
higher and export revenues lower by 4 8%
The dedine in export sales principally reflect
the significant decline in activity levels In
Irefand In an exceptionally competitive UK
market we grew revenues in the trade sector
with notable successes In the national and
Independent merchant segment, reflecting
the benehits of new contracts and higher
over-the-counter business and the success
of our prometional programmes and new
product ntroductions In retall, we significantty
outperformed the market with revenue growth
in both the DIY and home shopping segments

This growth has been dnven by the success
of our new product ranges, our “best in class”
customer service, our dnve on Improving
guality and our strong brand awareness

Trton's performance must be judged n the
context of aiower UK shower market and
rmirirnat restocking following last year's
significant destocking in the retall segment
Against this backdrop Tnton has both
mairtained its leading UK market position
and increased its share of the market

We continue to invest significantly in new
product development, marketing and
promotonal programmes As a result over
70% of the Company's revenue continues
to be denved from products introduced

in the last three years The business has
maintained (ts market-leading position
reflecting the breadth of its customer base
and the strength of its product offering

Left: Tnton's Unichrome Mersey range
of thermostatic mixer showers

Above: Johnson Tiles Elegance wall tiles
and Absolute floor tiles installed at the
Green House Hotel Bournemouth
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Business review continued

Above, Johnson Tiles Materal Lab

In London

Above right: Triton’s Satellites range of
wireless thermostatic mixer showers

Revenue

£169.6m

+10.0%

2009 £154 2m

Trading performance continued

UK continued

Triton Showers continued

The weakness In Sterling and price increases
In copper and zinc adversely impacted on
gross margins but were offset by prompt
action on the cost base

Trading profits were ahead of last year
Furthermore as a result of the management
focus to recover Input cost increases and
reduce operating costs. net profit rmargins
were largely mantaned The ability of Tnton to
consistently deliver good profits and excellent
cash generation, in spate of the tough trading
conditions, reflects the resilience of its operating
medel, the flexability of its cost structure and the
strength of 1S brand and franchise Our leading
and growing presence in the electric shower
market where replacement (s a key dniver of
demand has underpinned activity tevels and
we belleve will continue to do so Tten remains
very well positioned to take advantage of any
improvement in market condiions, by our
continuing drive to offer exciting and affordable
new products backed up with our excellent
custorner service

Johnson Tiles

Johnson Tites 1s the leading ceramic tile
ranufacturer in the UK and a market leader In
the supply of both manufactured and imported
tiles to the trade Johnson's business is well
diversified operating across all sectors of
the UK market, consumer, house builder and
both public and prvate sector speaifications
Johnson is also the leading exporter of tiles
from the UK

WwWW narcros com

Johnson Tiles continued to perform well
with overall revenues 8 0% tigher than last
year This was against the backdrop of the
extremely tough trading conditions with the
UK tile market estimated to have declined by
¢ 10% driven by lower demand in all sectors
In recent months, the consumer and private
house bulder markets have stabilised but
the pnvate contract market has expenenced
a sharp decline {c 20%) as the pipeline fill
has been largely utiised and new projects
are being cancelled or delayed

To offset the tough trading conditions resources
were tocused on the commerctal and DIY
multiples segments and on the private sector
specificaton market To support the drive to
these market sectors further investment was
made in ikjet printing technology with a
second machine installed and commissioned
in August 2009 Driving innovative inkjet
product designs has benefited sales In

the consumer sector

Similarty, prvate sector specification work
has benefited from the investment in our
design studio, Matenal Lab, and the Absotute
product portfolio, together wath promotional
actmity through exhibibons at 100% Design
and Ecobuld We are on track to achieve our
goal of becoming the market leader in the
spectfication sector

As a result of the above inthatives our
UK revenues grew by 6 6% since last year
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Triton Showers has maintained

'ts market-leading position reflecting
the breadth of its customer base and
the strength of its product offering.

Export revenues also performed well in difficult
market conditions Our strong focus on market
leading Innovative inkjet products and excellent
customer service resulted in 16 2% year on
year growth Strong gans in the Middle East,
France and North America have been the
key dnvers

Significant cost reduction programmes were
also implemented at Johnson Tiles including
an across the board 5% pay reduction

The combination of these cost reduction
programmes and significantly lower energy
costs oftset the adverse impact on margins
of Sterling weakness with the result that the
business was able to deliver both a trading
profit {compared to a small loss last year)
and significant cash generation in the year

Whilst market conditions are expected to
continue to be challenging for the foreseeable
future we have re-positioned and re-focused
the business resulting in a significant turn
around in performance and provding the
plattorm to defiver a further improvement

in returns as the markets recover

Norcros Adhesives

Despite the difficult trading environment,
Norcros Adhesives grew revenue by 4%
resulting in an increase in trading profit

The number of new customer gains slowed
compared to the prewicus year but this was

countered to some extent, by the development

of several established accounts and additonal
sales from new product introductions

As planned, the new Pro 50 deep bed self
leveling compound was successtully launched
during the year, and ttus has rapidly gained
a substantial level of sales

New product developments currently being
progressed include a range of super grouts,
which have been formulated following
market research into fixer requirerments
These will be marketed as a four in one
product, namely fine textured, rapid setting,
flexible and anti microbial

Overhead expenditure was tightly managed,
resulting in sigruficant savings against the
budget, and an ongoing cost reduction
programme Is being pursued in respect

to the supply of raw matenals and services

A new logistics matnx was Infroduced in the
final quarter, uthising a number of different
hautage providers and this has enabled
reduced distnbution costs and improved
service levels

In order to increase the rate of revenue growth
of the business, we plan to increase sales
resource and step up marketing intiatives
to underpin the development of a larger
scale business

Robotic palletiser stacking product for
despatch at the Norcros Adhesives UK
manufacturing base

11
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Business review continued

Norcros South Africa endured a challenging
year on the back of difficult economic
conditions and internal challenges faced

IN our tile production unit in particular.

Trading profit Trading performance continyed Despite a disappointing year, we believe
South Africa the business i1s better positioned to take
Norcros South Africa endured a challenging  advantage of any improvement in market

£7 3 m year on the back of difficult economic condtions — conditions which should lead to a further

® and internal challenges faced in our tile improvement in performance in the
0 production uni in particular year ahead

”|' 4 . 3 /O 2009 £70m Against the backdrop of a 1 8% decline Tile Africa
in South African Gross Domestic Product, Tile Afnca, our retall tile business in South Afnca,
the building and renovation sector was saw revenues in constant currency decline by
particularly hard hit with retall glass, pant 5% reflecting the closure of four stores as well

and harcware revenues down 11 1% against as the extremely difficult market conditions
the previous year and the levels of bullding referred to earler The lower revenue was
completions faling by 20 5% partially ofiset by improved gross margins and

As & result, the overall revenue of our tight control of stock and overhead expenses

South Afncan business on a constant Overall the trading loss was slightly worse
currency basis declined by 6 3% reflecting than the previous year but with the loss
the weak market conditons and the impact In the second half of the year significantly
of our retail store closure programme less than that in the first hatt

Reported revenues increased by 12 2%,
reffecting the translation benefit of the
strengthening in the South Afncan Rand
to Sterling exchange rate

As part of our dive to establish a consistent
market offenng we have continued the
programme to upgrade our existing store
portfolo by bringing four more stores up
Despite prompt management action to reduce  to our Lifestyle format The results of these
payroll and operating costs and benefits from  upgrades have been positive and we plan

improved procurement the lower revenues, to upgrade a further five stores in the cumrent
combined with lower throughput in our tile year We have not added any new stores
manufacturing unit, led to a trading loss of this year and do not expect to resume the
£3 7m compared to a loss of E1 7m for the expansion of our Tite Alrica retall footpnint

previous year This loss was however heavily  untl 2012 We currently trade out of 32 company
weighted to the first half of the year (£2 4m) owned stores and three franchises, 19 of which
against a much reduced loss in the second will have been converted to our new Lifestyle

half of the year (£1 3m) format by the end of the next financial year
In the year we started the process of In addition, we have been testing a smaller
re-organising the management structures retall model aimed at smaller towns in outlying
in the business and we plan 10 make the areas We currently have two stores trading

final appointments to our senior management successfully in Ellsras and Lydenburg
team early in the first half of the current year
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As previously announced, we closed four
poorly-performing stores dunng the perod
recognising an excephonal charge of £2 5m

Qur strategic focus 1s concentrated on the
tallowing core elements

— enhanced margins through
range management and improved
procurement competifrveness,

= upgrading the quality and capabilrty
of our store staff with a strong focus on
product knowledge, design solutions
and sales process,

— opetational improvernents in retail
disciphne in stock control, distnbution
costs and headcount savings,

= acrntical store programme focused
on the under-performing stores, and

— enhanced marketing programmes to
reinforce the message that “Our home
15 your home”

TAL Adhesives

TAL, our adhesives operation, delivered

a strong performance desprte signtficantly
lower volumes which fell 20 5% n the year
The lower volumes were partially offset by
an improved revenue mix, driven i the main
by increased volumes of rapid set products
This iImpraverment in revenue mix supported
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by savings in the procurement of raw matenals
drove a goed improvement i our gross
margins TAL was, as a result, able to report
a good level of trading profit in hne with last
year's performance

The division’s long-standing relationships
with key customers in the market, supported
by a strong offering of trusted brands, have
continued ta help maintan TAL's leading
market position The strategic focus remams
on our core values of product innovation, the
provision of sound techrical expertise and
the qualty guarantees that underpin cur brand
This focus 1s supported by an improved and
directed marketing efiort iowards architects,
specifiers and fitters

In our cementitious business the emphasis

18 on growmng market share in the rapid set
and buillding product segments, on the back
of new and improved product launches as well
as the penetration of new markets We are also
aimmng to increase our tile adhesive presence
In selected large retall chains, an area in
which we are currently under-represented

Cur industnal adhesive business made strong
progress this year on the back of an 8%
growth in revenue resulting from hotmelt
market share growth We intend to further
penetrate this market through the upgrade

of our plant which will improve our volumes
quality and more impaortantly allow for the
introduction of new product formats We believe
there 1s good potential to grow the contnbution
made by our industnal adheswve unit

Johnson Tites

Johnson Tiles expenenced a tough year driven
not only by the downtum in the market but also
by production-related problerns which affected
both our volume and quality This resuited in
higher produchon costs which we were not
able to recover In a competitive market

Constant currency revenues declined by 20 6%
driven In part by the lower level of actvity
referred to earlier and in part by the effects
of the dosure of the wall tile plant In the
previous year Our results for the year were
extremely disappointing with a marginally
higher trading loss than the comparable
penod The strength of the Rand compared
to Sterling relative to the previous year further
exacerbated the reported performance

We do however believe that the actions that
have been taken, which were not shori-term
fixes, are starhing to bear fruit and will lead
to a significantly improved performance
The trading loss in the secend half year
was approxmately half the loss in the first
hat year

Top and above Tile Africa
store Interiors
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Business review continued

Trading performance continued

South Africa continved

Johnson Tiles continued

The problems in production resulted from
a combination of excessive downtime and
poor production management In the firs
half of the year we replaced the senior
management team and focused on reducing
plant downiime In addition we engaged
the help of external specialist expertise from
the UK and ltaly to help up-skill both our
engineenng and production teams Good
progress was delivered in the fourth quaner
with the plant stabilising and production
volumes returning to targeted levels at

the required quality The plant s currently
operating at levels in kine with management's

will focus on key retall accounts, key
architectural and specifications accounts
and growing our exports exposure The new
sales functon will be supported by a concerted
marketing dnve directed at architects,
specifiers and fitters w

Rest of the World

Our Australian business, Johnson Tiles,
which made good progress in the first half

of the year, encountered a number of
operational difficulties in the second half
Revenues on a constant currency basis
declined by 2 5% In the penod and a
disappointing trading loss of £0 6m was
reported compared to last year's loss of 80 2m

Above and right: Product produced
by Johnson Tiles South Africa

Several key overseas suppliers suftered

expectations and a number of intiatives
are underway to reduce unit costs of
manufactunng by driving down our gas,

from the tightening in global credit markets
with production schedules delayed, resulting
n significant stock outs in a number of core

raw material and consumable costs hne terms This held back revenue for a
number of months In addition results were
impacted by additional costs relating to
the implementation of a new IT system and
an increase In the provision for bad debts
On the positive side good progress was
made in reducing freight costs through

the estabhshment of small, local warehouses
In a number of states and in reducing
inventory levels A positive operating cash
performance was achieved in the penod

Simultaneously we are also planning to ennch
our mix of product aimed at further improving
our margins by intreducing a wider range of
larger-tormat floor and porcelain ranges as well
as a focused range of white wall tle Additonal
resources have been devoted to design and
product development

We plan to significantly bolster our sales
resource In the next financial year through
the establishment of a dedicated sales team
to drnive the expected opporturuties in the
Incdependent market The new sales team

We remain conficdlent that the actions taken
will strengthen the business and allow strategic

Cash generated options to be evaluated :

from operations

£10.6m
+55.9%

2009 £68m
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TAL's long-standing relationships with

Nave cont

Greece

The performance of Philkeram Johnson our
50% owned Greek tile and adhesives assocate,
continues to be iImpacted by the prolonged
downturn in local bulding actwty levels

On a constant currency basis, revenues

in the tile business declined by 21 5% which,
combined with the action taken to curtait
production output as a result of the dnive

to reduce inventory levels and conserve
cash, resulted in a higher frading loss than
the comparable penod Action continues

to be taken to reduce operating costs including
manning levels in line with the maximum
perrmissible under Greek labour laws

The adhesives operation was also affected
by the market conditions, with revenues

11 7% lower on a constant currency basis
Despite the volume shortfall, margins
increased and together with tight control
of costs the business recorded a trading
profit marginally higher than the comparable
penod last year

The Group equity accounts for its share of the
results of the Greek associate and its share
of the post tax loss was £2 8m (2009 £2 5m)
Whilst the loss I1s a non-cash item, the Board
in conjunction with our local partner 1s
continuing 1o evaluate the opticns to realise
value for this business

Due to the continuing post-tax losses and
the severe difficulties in the Greek economy

key customers in the market, supported
hy a strong offering of trusted brands,
nued to help maintain Its
eading market position.

we have decided to fully impair the
remaining carrying value of the loan to the
asseciate In addition we have provided for
the mark to market valuation of the cross
cumrency swap which was used to hedge
this loan along with other associated costs
These items, totalling £5 7m have been
charged to exceptional operating items in
the consolidated ncome staternent These
charges, which were previously announced
on 16 Aprl 2010, together with the losses
noted above, mean the associate now has
a rul carrying value In the consolidated
balance sheet, therefore no losses will

be charged i future years

Summary

Activity levels in the Group's markets

in 2010 will continue to be influenced
by adverse macro-economic factors
which will negatively impact consumer
and public expenditure Aganst a
continuing challenging background

we remain focused on Increasing revenue
through market-leading new product
introductions and selective marketing
programmes We will continue to dnve
improverments In operating cost efficiency,
asset utihsation and cash conversion
We are confident that the combinaton
of these measures, together with a robust
balance sheet following the successful
capital raising in Decernber 2009, will
ensure that the Group 1s well posiioned
to take advartage of market opportunities
and economic recovery

15
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Business review continued

Against a continuing challenging background
we remain focused on Increasing revenue
through market-leading new product
Introductions and selective marketing
programmes. We will continue to drive
Improvements in operating cost efficiency,
asset utilisation and cash conversion.

Net debt Financial review Finance costs
Revenue Finance costs Increased to £5 9m from £4 5m
Group revenues Increased on a reported n 2008 reflecting the higher costs of bank debt
E 1 5 9 m basis by 10 0% or by £15 4m to £169% 6m expenenced during the year and a £0 7m
® (2009 £154 2m) The underdying increase mcrease In amorbsation charges In relation
0 on a constant currency basis was lower at to capitalised financing costs
— 6 5 ] 3 /O 2009 £458m 2 4% or £3 9m from £165 7m (2009 restated Finance ncome of £0 6m was i line with 2000

to constant currency), principally reflecting
the translation impact of the stronger South IAS 19 finance costs of £1 1m relate to our

Afncan Rand and Austrahian Dollar aganst UK defined benefit pension scheme In the
Sterling between the two penods The Group  prewious year the equivalent figure was a £2 3m
recorded (ncreases In revenue n i1s UK credit This reflecis the relative movements
businesses of 8 6% which more than offset n the pension scheme assets and liabilities
the smaller decreases in both its South at 31 March 2008 and 31 March 2009 At the
Afncan and Australian operations latter date the discount rate used to value

labilities was particulady high which coincided

Trading profit with a particularly low point for asset valuations

Trading profit, as reported, increased by 4 3%
to £7 3m (2009 £7 O0m) and on a constant Loss befare tax

currency basis by 9 0% (2009 restated to Loss before tax and exceptional items was
constant currency £6 7m) Our UK businesses  £1 8m (2009 profit of £2 8m) pnncipally
performed extremely well and increased ther  reflecting the increase in net finance costs
trading profits by 30 3% Losses were incurred  noted above The Group reported a loss

in both South Africa and Australia reflecting before tax and after exceptional iterns of
continuing difficult market conditions and £10 0m (2009 loss of £4 8m)

specific operational issues referred to earlier

in the Business Review Trading profit margins No taxauion charge has been made for 2010

decined skghtly from 4 5% to 4 3% (2009 £1 5m) The nil charge reflects the
Exceptional items and operating loss loss before tax made by the Group in the
Exceptional tems of £8 2m have been charged  current year The pnor year charge reflected
in the year The major items compnse a£57m  the waite off of previously recognised deferred

Taxation

charge relating to the Greek associate and tax assets relating to tax losses in South Afnca
a £2 5m charge relating principally 1o retail Given the current economic climate we have
store closures in South Africa Operating decided to continue not to recognise these

losses were £0 8m (2009 €0 7m) assets for the immediate future
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Key cash flow components and movement in Group net debt

2010 2008

£m £m

Cash flow from operations 106 68
Interest and tax (30) RO
Free cash flow available for investment 76 38
Net proceeds from capital raising 277 —
Capital expenditure 39} @7
Dividends —_ (40
Proceeds from sale of shares in investments — 40
Other tems including other disposal proceeds, foreign exchange, rolled up mterest and amortised financing costs (15) 16
Movement in net debt 299 o7

Opening net debt

(45 8) (46 5)

Closing net debt

(159) (45 8)

Loss per share

Loss per share, based on losses before
exceptional items of £1 8m (2009 earrungs
of £1 5m), amounted o 0 6p (2009 earmings
of 10p) After exceptional items the Group
made a basic loss per share of 3 4p (2009
loss of 4 2p)

Dividends

Given the current economic conditions
and consumer uncertainty no intenim or
final dvidends have been proposed this year
it 15, however, the Board's intention to return
to a progressive dividend policy within the
resinctions placed on the Group by the terms
of its bank facility agreement and subject to
the Group's earnings, cash flow and balance
sheet positton

Pension schemes
The Group contnbuted £1 1minto its UK
defined benefit pension scheme dunng the year

The total charge in respect of defined benefit
schemes {o operating expenses {excluding
exceptional credits) In the Consolidated Income
Statement was £0 6m (2009 £1 1m)

The gross defined benefit pension scheme
valuation on the UK scheme showed a defiait
of £9 3m compared to a surplus of £1 3m
last year The reduchon principally reflects
the increase In the valuation of scheme
liabiities caused by a reduced discount rate
of 5 7% from 6 9% this year This has been
largely offset by an increase in the scheme
assets as a result of the recovery in equity
and bond markets since March 2009

The Group's contrnibutions to its defined
contribution pension schemes were £0 8m
{2009 £09m)

Cash flow and financial position

The Group has recorded a year of good cash
generation from its operations amounting to
£10 6m (2009 £6 8m) and net cash generated
after tax and interest of £7 6m (2008 £3 8m}
The table above sets out the key cash flow
components and the movement in Group
net debt

The Group reduced its debt by £29 9m dunng
the year pnncipally reflecting the net proceeds
of £27 7m from the capital raising

Included within the figure of £10 6m cash
generated from operations I1s a decrease In
working capital of £1 9m (2009 increase of
£0 5m} Ths reflects the resutis of management
actions to tightly control working capital in
the current economic conditions

Capital expenditure of £3 9m in 2010 represents
83% of the prior year figure and 58% of
depreciation (2009 73%)

Bank funding

Dunng the year the Group agreed with s banks
to revise the terms of its £80m banking facility
The Group's banking covenants (interest cover,
leverage cover, debt service cash cover and
capital expenditure) were reset at levels that
provide adequate headroom and flexibility

Overall the costs relating to the revision
of the taciity were £3 5mincluding a

1 5% arrangement fee These costs will
be amortised over the life of the facility
which expires n October 2012

The Group has also granted warrants

to i1ts banks eguivalent to 5% of its fully
diluted ordinary share capital excluding the
shares issues as part of the capital raising
(at 31 March 2010 this represents 1 41%
of the 1ssued ordinary share capital) These
warrants are exercisable at 8 97p per share
at any time up to July 2017

Subsequent to the new Bank funding

the Group raised a net £27 7m from a
capital raising (see Chairman'’s Statement)
These funds were used to repay bank loans
plus accumulated rolled up interest The net
effect 1s to leave the Group with an avalable
facility of £52 8m of which £32 8m 1s avalable
as cash drawings This facility 1s currently
subject to a margin of 3 0% above LIBOR
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Business review continued

Foreign currency translation

WWW norcras com

Average rate vs £

2010 2009

South Afncan Rand

12 47 14 32

Australian Dollar 170 205
Eurc 113 120
US Dollar 159 171
Closing rate vs £

2010 2009
South African Rand 1110 1371
Australian Dollar 185 206
Euro 111 112
US Dollar 149 148

Financial review continued

Foreign currency translation

Profits from our overseas operations

are translated at the average exchange
rate for the year and balance sheets of
these operations translated at the closing
rate of exchange The table above sets
out the relevant exchange rates used

The movement In average exchange rates
compared to 2002 had the eftect of increasing
2009 reported Group revenue by £11 5m
but reducing Group trading profit by £0 3m

Key performance indicators
Management uses a full surte of measures to
manage and moritor the performance of its
individual businesses The Board considers
that its key performance indicators are the
measures most relevant in monitoning 1s
progress to creating shareholder value
The refevant statistics for 2010 and 2009
shown in the table on page 19

Operational risk management

There are a number of potential nisks and
uncertanties which could have a matenal
impact on the Group's performance
Norcros has a system of nsk management
which identfies these items and seeks ways
of mitigating such nsks as far as possible
The key risks which the Group believes it

IS exposed to are noted as follows

Key commercial relationships

Whilst the Group has a diverse range

of customers and suppliers there are
nevertheless certain key customers who
account for high levels of revenue Many

of the contractual arrangements with such
customers are short term in nature (as 1s
common In the shower, tile and adhesive
markets) and there exists some nsk that the
current performance of a business may not
be maintaned if such contracts were not
renewed or extended, or were maintained at
lower volumes due 10 a decline in economic
actwty Therefore the importance of relationships
with key customers 1s recogrised and managed
by seror personnel within the Group

Competition

The Group operates within a competitive
environment The Group accepts there 1s
arisk to its results and financial condition
caused by the actions of its competitors,
including competitors” marketing strategies
and product development

To help identify such risks the competitive
environment, specific marketplace and the
actions of particular competitors are discussed
at both Group and operating company Board
meetings In addition each market Is carefully
monitored to identify any sigmiicant shift in
policy by any competitor

Reliance on production facilities

The Group has a small number of fully
automated manufacturing faciities for the
manufacture of tiles and adhesives |If any
of these facilities including technology
used to operate them) were to fail, the
effect on the Group could be significant

To mitigate this the Group has a well
established ongong preventatve mantenance
programme as well as a comprehensive
“annual shutdown” programme throughout
its manufactuning operations

Furthermore the Group has developed a
very expenenced and globally co-ordinated
product sourcing function which could
mitigate the nisk of failure Fiished inventory
holdings across the Group's operations
would also act as a limited bufier in the event
of operational fallure in addition the Group
maintains a business interruption Nsurance
policy to miigate losses caused by a senous
event affecting manufacturing capatility

Staff retention and recruitment

While staff retention and recruitment has not
been an 1ssue to date, the Group’s ability to
grow and increase ts market share depends
significantly on its continuing ability to recruit
and retamn highly skilled employees in each
area of its actvities Group policy I1s to
remunerate its personnel In {ine with market
rates and practice
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Key performance indicators
2010 2008 Change
£m em %
Revenue* 1696 1657 +2 4%
Trading profit* 73 87 +90%
Profit before tax — underlying** 34 42 -190%
Earnings per share — underlying** — pence 12p 28p 57T 1%
Dmadend per share — pence — — —
Cash generated from operattons 106 68 +559%
Net debt 159 458 -85 3%

* Expressed in constant currencies

** Before exceptional operating items, non-cash share of loss of associate and non-cash finance costs

Since the Company listed In July 2007
key management has been incentivised
via a Long Term Incentive Plan and other
key personnet via a Company Share
Option Scheme

Foreign currency exchange risk

A significant amount of the Group's business
is conducted In currencies other than Stering
{prmarily South Afnican Rand, US Dollar,
Australian Dollar and Euro) and as such its
financial performance is subject to the efiects
of fiuctuations in foreign exchange rates

The Group seeks to hedge its foreign exchange
transactional flows for up to twelve months
forward, where possible, to help mitigate this
nsk In addifton the Group may, where itis
considered advantagecus, partially denominate
its borrowings in South Afncan Rand to part
hedge any translatonal profit and asset nsk

Interest rate risk

The Group has previously chosen to manage
the interest rate nsk on its debts by entenng
Inferest rate hedges covening the majority of
its debt However, given the current low
levels of bank debt and low interest rates,

it has been decided that, following the expiry
of the Group's Interest rates swaps dunng
the year, no further hedging arrangement wall
be taken out for the tme being The Group's
Interest rate nsk 15 reviewed regularly by
Executive Management and at least annually
as part of the Group budget process

Penston scheme management

The UK compantes in the Group participate
Iin an occupational defined benefits pension
scheme The Group's most recent financial
results show an aggregate deficit in this
scheme, as at 31 March 2010 of £9 3m
assessed in accordance with 1AS 19 There
are vanous nsks that could adversely affect
the funding of the defined benefits under the
scheme and consequently the Group's
funding cbligations

Executive Management regularly monitors
the funding position of the scheme and 1s
represented on both the Trustee's board and
its investment sub-committee to monitor and
assess nvestment performance and other
nsks to the Group

The Group considers each actuanal valuation
{annual |IAS 19 valuation and each tri-annual
valuation) to re-assess its poesition with regard
to (ts pension commitments in conjunction
with external actuanal adwice

Energy price risk

Energy costs are a significant proportion of
the Group's manufactunng costs, especially
in its tle manufacturing businesses Prices
are monitored on a regular basis and, where
believed to be advantageous, a proportion of
energy costs are hedged

J Matthews
Group Chief Executive

N P Kelsall
Group Finance Director

183K g JO MI|AY

WURLIIA0T Jleiodio)

SJUnOYTY




20 Nororos plc Annual report and accounts 2010

Directors and officers

John Brown {Age 66)
Chairman

Joe Matthews (Age 64)
Group Chief Executive

WWW NOreros Com

Nick Kelsall (Age 53)
Group Finance Director

Appointed to the Board on admission of Norcros ple
to the London Stock Exchange on 16 July 2007 He
was formerly the chief executive of Speedy Hue plc
which he founded n 1977 He s a non-executive
diector of Lookers pic and Henry Boot ple, both
London Stock Exchange histed comparnes He s

a non-executive director of Onel Securnhies Limited
and also holds a number of other directorships

David Hamiliton (Age 67)
Cirector and Company Secretary

Appeinted to the Board in Cctober 1991 and
appointed Group Chief Executive m Apnl 1996
He joined Norcros in 1974 heolding a number

of senior posiions including Managing Director
of H & R Johnson Ties Limited and Chairman

of both Tnton pic and the Group’s Ceramics daision

Les Tench (Age 65)
Non-executive Director

Appointed to the Board in October 1996
After qualifying as a chartered accountant in
1982 he held semor positions at Touche Ross
and Waterford Wedgwood plc He joined the
Norcras Group in 1993 as Finance Dwector
of H & R Johnson Tiles Limited before taking
up his current position

Jamie Stevenson (Age 61)
Non-executive Director

Appointad 1o the Board in Apnt 1996 hawing previously
been appointed Company Secretary in 1989 He
Jjoined Nereros plc as Group Legal Adwiser in 1973
following posiions as legal adwser and legal
assistant respectively with Automotive Products
Associated Limited and Pfizer Limited

Vijay Aggarwal (Age 41)
Non-executive Director

Appointed to the Board on 8 October 2009 A former
merchant banker he 1s currently Managing Director
of Pusm Cement Limted (formerly H & R Johnson
{Indig) Limited) He s a graduate of the Indian
Institute of Technology in Deliw and of the Indian
Institute of Management in Ahmedabad where

he completed us MBA Mr Ginja Patnak was
appointed as an alternate Non-executive Director

te Mr Aggarwal on 4 March 2010

Appointed to the Baard on admission of Noicros plc
to the London Stock Exchange on 16 July 2007
He jomned CRH plc in 1992 and from 1998 until

his retirement In December 2002 was managing
director of CRH Europe - Bulding Products

He was also a non-executive director of Shepherd
Bulding Group bimited from 1984 until 2004 and
1s currently non-executve chavman of SIG plc

Appointed to the Board on admission of

Norcros ple to the Londen Stock Exchange

on 16 July 2007 An economics graduate from
Cambridge University, he spent seven years

with the Building Employers' Confederation
before entening the City as an equity analyst In
1884 Hawing spent three years as a non-executive
director with McCarthy Stone plc, he 1s now a
norexecutive diector with Intenor Services Group pic
and a teaching fellow at Exeter University s School
of Business and Econonucs
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Directors’ report

The Directors present thewr report and the audited financial statements for the year ended 31 March 2010

Principal activities
The Company acts as a holding company for the Norcros Group The Company's registered number 1s 3691883 and the Company 1s
domiciled in England

The Group's principal actvibies are the development, manufacture and marketng of home consumer products in the UK, South Afnca and
the Rest of the World

Results and dividends

The information that fulhls the requirements of the Business Review, which is incorporated in the Directors’ Report by reference, including the
review of the Group’s business and future prospects are included in the Chairman's Statement and the Business Review on pages 4 to 19
Key performance indicators are shown on page 19

The Directors do not recommend a final dividend for the year ended 31 March 2010 (2009 &nil) This follows the decision not te pay an
infenm dividend earlier In the year (2009 €nil)

Directors

Biographical details of the present Directors are set out on page 20 The Directors who served duning the year are set out below
John Brown - Chairman

Les Tench — Non-executive

Jamie Stevenson - Non-executive

Vijlay Aggarwal  — Non-executive (appointed 8 October 2009)

Gunja Patnaik — Alternate Non-executive to Vijay Aggarwal {appointed 4 March 2010)

Joe Matthews — Group Chief Executive

Nick Kelsall - Group Finance Director

David Hamilton  — Director and Company Secretary

The interest of the Directors in the shares of the Company at 31 March 2010 and 31 March 2009 are shown in the Remuneration Report

Directors’ and officers’ liability insurance and indemnities

The Company purchases hability insurance cover for Directors and officers of the Company which gives appropriate cover for any legal action
brought against them The Company also prowides an indemnity for its Directors {to the extent permitied by the law) in respect of labilities which
could oceur as a result of ther office Trus indemmity does not provide cover should a Director be proved to have acted fraudulently or dishonestly

Purchase of own shares

In 2007 the Company formed the Noreros Employee Benefit Trust (the “Trust’) The purpose of the Trustis to meet pant of the Company’s
habihties under the Company's share schemes The Trust purchased 36,800 ordinary shares dunng the year at par (2008 i) At the Company's
2009 Annual General Meeting, the shareholders authonsed the Cornpany to make market purchases of up to 14,875,468 ordinary shares At the
forthcoming Annual General Meeting, shareholders will be asked to renew the authority to purchase its own shares for another year Detalls are
contained i the Notice of meeting

Substantial shareholding
As al 26 May 2010 the Company had receved notfication that the following were interested in 3% or more of the Company’s 1ssued share capital

Percentage

of issued

share capual

Litestyle Investments PVT Linuted 29 92%
Awvva Funds 11 36%
Artemis Fund Managers 991%
Jupiter Asset Managerment 776%
Charles Stanley 551%
Gartmore Investment Management 4 69%
SVM Asset Management 379%

Henderson New Star 344%
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Employees

The necessity for, and iImportance of, gooed relations with all employees 1s well recognised and accepted throughout the Group However,
because the Group's activities are organtsed on a de-centralised basis, with each operating business having autonomy over its operations,
there 1s no uniform set of arrangements for employee involvernent imposed throughout the Group Nevertheless, all Group companies are
strongly encouraged to devise and adopt whatever means of employee consultation best suit therr circumstances

The Group 1s fulty commuitted to keeping its employees informed about therr work urit and the wider business

The Group recogruses its responsibilities towards disabled persons and therefore all apphcatons from such persons are fully and faity constdered
beanng in mind the respective aptitudes and abilibes of the applicant iIn the event of existing employees becoming disabled, every effort 1s made
to ensure that therr employment with the Group continues and that appropnate traning 1s arranged It 1s the policy of the Group that the traming,
career development and promotion of disabled persons should as far as possible, be identical to that of an able bodied person

Corporate social responsibility
The Board takes regutar account of the significance of social, environmental and ethical matters  This involves identifying and assessing
the significant nsks and opportunities avaitable to the Group

The Group considers environmental management to be an integral and fundamental part of its business strategy The Group 1s committed
ta ensunng it complies with all the latest environmental legislatton and other standards that affect its activities, now and as they change
In addition the Group aims to develop advanced technological solutions that make its products even more environmentally compatible

Charitable donations
The Group made donations for charitable purposes of £13,000 dunng the year (2009 £8,000) There were no poliical donations (2009 £nil}

Creditor payment pohcy

Group policy requires all operating units to apply appropnate controls to working capital management, whilst developing relationships
with suppliers Inview of the mtemational nature of the Group's actvities, no unwversal code or standard on payment policy 1s followed but
subsidiary companies are expected 1o establish payment terms consistent with the above policy, iocal procedures, custorn and practice
Group trade payables amounting to £22 0m (2009 £18 6m) reported in note 18 to the accounts represent 62 days (2009 61 days) of
average dally purchases The Parent Company has no trade creditors {2008 rul)

Research and development
The Group's expenditure on research and development 1s disclosed in note 3 to the accounts and 1s focused on the development of new products

Corporate governance
Cetalls of the Group's corperate governance 1s contained on pages 28 to 31

Financial nsk management

The Group's operations expose It to a vanety of financial nsks that include the effect of changes in interest rate nisk, credit nsk, iquidity risk,
exchange rate nsk and energy price risk The Group actively seeks to iimit the adverse effects of these nsks on the financial performance
of the Group

Interest rate risk

The Group previously sought to secure a substantial proportion of its bank loans at fixed rates wa injerest rate swaps Interest rate swaps
of £48 Om expired between December 2009 and March 2010 and have not been replaced due to the current low level of debt and histoncally
low UK LIBOR rates This position will be reassessed dunng the year

Credit risk
The Group maintains a credit insurance policy for all is operations which, together with appropriate internal procedures, ensures credi nisks
are well managed

Liquidity risk
The Group’s banking faciities are designed 1o ensure there are sufficient funds available for the current operations and the Group's further
development plans

Exchange rate nsk

Through its centralised treasury function the Group seeks to hedge its UK based transactional foreign exchange nisk on a roling annual basis
through the use of forward exchange contracts and similar hedging instruments The Group's principal UK based foreign curmency exposures
are hedged untl at least January 2011 based on current forecasts In the overseas businesses the policy 1s to hedge the local transactional
nsk to the extent this 1s permitted and not cost prohubitive

The Group has certain investments in foreign operatons whose net assets are exposed to toresgn currency translational nsk The Group
seeks to mibgate this exposure through borrowings denominated in the relevant foreign currencies to the extent that this 1s considered
to be commercially beneficial
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Directors’ report continued

Financial risk management continued
Energy price risk
The Group seeks to secure a proportion of its key energy requirements using forward purchase contracts where 1t 1s believed to be advantageous

Takeover directive
The Company has two classes of shares being ordinary and deferred Qrdinary shares have equal voting nghts whereas deferred shares
have no voting nghis The holdings of mdividual Directors are disclosed on page 33

There are no significant agreernents to which the Company Is a party which take effect, or alter or terminate, in the event of a change of
control of the Company, except for the banking faciliies dated 16 July 2007 (as restated on 31 July 2009) in respect of the £52 8m term
faciities which contain mandatory prepayment provisions on a change of control

There are no provisions within Directors’ employment contracts which allow for specific termination payments upoen a change of control

Statement of disclosure of information to avditors
In the case of each of the persons who are Directors the following apples

(a) so far as the Director 1s aware, there 1s no relevant audit information of which the Company’'s auditors are unaware, and

{b)he has taken all the steps that he ought to have taken as a Director in order to make himself aware of any relevant audit information
and to establish that the Company's auditors are aware of that information

Auditors
A resoluticn to re-appoint PncewaterhouseCoopers LLP as auditors to the Company will be proposed at the Annual General Meeting

Annual General Meeting

The Annual General Meeting of the Company will take place at 11 00 am on 28 July 2010 at the Stanneylands Hotel, Starineylands Avenue
Wilmslow, Cheshire SK9 4EY The Notice of this meeting, together with the resolutions to be proposed, appears on pages 74 to 76 of this
report The Directors recommend all shareholders to vote in favour of all the resclutions, as the Directors intend to do so in respect of therr
own shares, and consider that they are In the best iInterests of the Company and the shareholders as a whole

Explanatory notes
Explanatory notes in relation to the resolutions appear below

Resolution 1
Report and accounts

For each financial year the Directors are required to present the Directors' Report, the audited accounts and the auditors reports to
shareholders at a general meeting

Resolution 2

Appraval of the Remuneration Report

The Company Is required by law to seek the approval of shareholders of its Annual Report on remuneration policy and practice This does not
affect the Directors’ entitlement to remuneration and the result of this resolution 1s advisory only

The Remuneration Report for the year ended 31 March 2010 1s set out in fult on pages 32 to 35 of this report Any shareholder who would like
a copy of the Annual Report and Accounts 2010 can obtain one by contacting our registrar on 0871 664 0300 Alternatively, the Annual Report
and Accounts 2010 can be viewed on our website at www norcros com

Your Directors are satisfied that the Company's policy and practice in refation to Directors' remuneration are reagonable and that they deserve
shareholder support

Resolutions 3, 4 and 5

Electicn of Directors

Vijay Aggarwal was appointed as a Director of the Company with effect from 8 October 2008 Under the Company's Articles of Association,
he 15 required to stand for efection at the next Annual General Meeting of the Company following his appointment and as such puts himself
forward for election by the shareholders

in addition to Vijay Aggarwal’s election, under the Company's Articles of Association up to one third of the Company's Directors are obliged
to retire by rotation at Annual General Meetings and may put themselves forward for re-election by shareholders The Directors who fall due
for retirement and re-election, through separate resolutions numbered 4 and 5, are Les Tench and Jamie Stevenson In relation to the re-election
of Les Tench and Jamie Stevenson as Non-executive Directors, in accordance with the Combined Code on Corporate Governance, it is confirmed
that followang formal performance evaluation, each of Les Tench and Jamie Stevenson's performance continues to be effective and they continue
1o demonstrate commitment to the role

Brief biographical detalls of the Directors seeking election and re-election can be found on page 20 The remaining Directors unanimousty
recornmend that Vijay Aggarwal ba elected and each of Les Tench and Jamie Stevenson be re-elected as a Director of the Company

Resolution 6

Re appointment of auditors

The Company 1s required o appont auditors, at each general meeting before which accounts are laid, to hold office until the end of the
next such meeting PrcewaterhouseCoopers LLP have indicated that they are willing to continue as the Company's audilars for ancther year
You are asked to re-appoint them The Directors recommend their re-appontment
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Annual General Meeting continued

Explanatory notes continueg

Resolution 7

Remuneration of guditors

The resoluten follows best practice In giving authorty to the Audit Committee to determine the remuneration of the Company's auditors

Resclution 8

Power to allot shares

Most listed companies renew therr Directors’ authonity 1o 1ssue shares at each Annual General Meeting Whilst such an authonty was granted
al last year's Annual General Meeting, following a general meeting of the Company held on 30 November 2009 (Capital Raising General
Meeting) to approve various resolutions in connection with the firm placing and open offer for new ordinary shares in the Company (capital
raising}, that authorty was revoked and new authorities to allot shares both in connection with the capital raising and outstde the capital
raising were granted The Directors’ authonty to allot shares in relation to the capital raising exprred on 31 January 2010 and whilst the
Directors continue to be authonsed to allot shares outside the capital raising until 28 February 2011, in accordance with best practice,

this resolution seeks to renew the Directors’ autherity to allot shares

Resolution 8 f passed will renew the Directors’ authonty to allot shares i the capital of the Coempany up to maxmum of £3,848,455 representing the
Association of Brtish insurers’ (ABI) guideline limit of approximately two thircis of the Company’s 1ssued ordinary share capital as at 18 June 2010
{being the latest practicable date prior to the publication of this report) Of this amount, 182,422 793 ordinary shares (representing approximately
ane third of the Company’s 1ssued ordinary share capital as at 18 June 2010, being the latest practicable date pnor to the publication of this report)
can only be allotted pursuant to a nghts 1ssue

As at 18 June 2010 (beng the latest practicable date pnor to the publication of this report), the Company did not hold any shares in the Company
n treasury The renewed authonty will remain in force until 15 months after the passing of the resolution or, If earlier, at the conclusion of the
next Annual General Meeting in 2011

The Directors have no present intention of exercising this authonty The purpose of giving the Directors this authonty 1s to maintain the
Company's flexability 1o take advantage of any appropriate opporturities that may arise

Resolution 2

Disapplication of pre emption rights

The Directors are currenily authorised to 1ssue secunties of the Company for cash without first offering them to existing shareholders in
proportion to therr exasting shareholdings Whilst the Directors were granted authorty to disapply pre-emption nghts at last year's Annual
General Meeting, following the Capital Raising General Meeting, this authonty was revoked and new authonties were conferred on the
Directors to disapply pre-emption nghts poth in connecticn with the capital raising and cutside the capital raising The Drrectors’ authonty
to disapply pre-emphion nghts in connection with the capital raising expired on 31 January 2010 and whilst the Directors continue to be
authonsed to disapply pre-emption nghts outside the capital rassing until 28 February 2011, in accordance with best practice, this resolution
{which will be proposed as a special resolution) seeks to renew the Directors’ authonty to disapply pre-emption nghts

Other than in connection wath a nghts or other simitar 1Issue or scnp dwdend (where difficulties anse in offering shares to certain overseas
shareholders and in refation to fractional entitiements) the authonty contaned in this resolution wall be imited to an aggregate nominal value
of £288,663 which represents 5% of the Company's 1ssued ordinary share capital as at 18 June 2010 {being the latest practicable date prior
to the publication of this report) The renewed authonty will remain in force until 15 months after the passing of the resolution or, if earlier, at
the concluston of the next Annual General Meeting in 2011 The Directors confirm their intention to follow the provisions of the Pre-emption
Group's Statement of Principles regarding cumulative usage of authonties within a rolling three-year penod The Principles provide that
companies should not issue shares for cash representing more than 7 5% of the Company’s 1ssued share capital in any roling three-year
period, other than to existing shareholders, without pror consultation with shareholders

Resolution 10

Authority to purchase own shares

This resolution, which will be proposed as a special resolution, Is a resclution which the Company proposes to seek on an annual basis,

in Itne wath other hsted comparues in the UK, te give the Company authonty 10 buy back s own ordinary shares in the market as permitted by
the Companmies Act 2006 (CA 2006) The authonty imits the number of shares that could be purchased to a maximum of 57,732,611 ordinary
shares (representing approximately 10% of the issued ordinary share capital of the Company as at 18 June 2010, being the latest practicable
date prior to the publication of this report) and sets minimum and maximum prices  The renewed authonty will remain in force until 15 months
after the passing of the resclution or, If earlier, at the conclusion of the next Annual General Meeting in 2011

The Directors have no present intention of exercising the authonty to purchase the Company's ordinary shares but will keep the matter
under review, taking into account other iInvestment oppertunities The authonty will be exercised only if the Directors believe that to do so
would resultin an increase In Earnings Per Share (EPS) and would promote the success of the Company for the benefit of its shareholders
generally To the extent that any shares so purchased are held in treasury (see overleaf), EPS will be enhanced until such time, if any, as such
shares are resold or transferred out of treasury
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Directors’ report continued

Annual General Meeting continued

Explanatory notes continued

Resolution 10 continued

Authonity to purchase own shares continued

Any purchases of ordinary shares would be by means of market purchases through the London Stock Exchange If any shares are
purchased they will be either cancelled or held in treasury Any such decision will be made by the Directors at the time of purchase on the
basis of the shareholders’ best interests Shares held in treasury can be cancelled, sold for cash or, In appropnate circumstances, used to
meet obligations under employee share schemes Any shares held in treasury would not be eligible to vote nor would any dwidend be paid
on any such shares If any ordinary shares purchased pursuant to this authority are not held by the Company as treasury shares then such
shares would be immediately cancelled, in which event the number of ardinary shares in 1ssue would be reduced

The Directors believe that it 1s desirable for the Company to have this choice Holding the repurchased shares as treasury shares gives the
Company the ability to re-issue them quickly and cost effectrvely and provides the Company with additional flexility in the management of
1is capital base

As at 18 June 2010 (being the latest practicable date prior to the publication of this report), there were warrants and options over
14,000,938 ordinary shares in the capital of the Company which represent 2 4% of the Company's 1ssued ordinary share capital If the
authonty to purchase the Company's ordinary shares was exeraised in full, these options and warrants would represent 2 7% of the
Company’s issued ordinary share capital As at 18 June 2010 {being the latest practicable date pnor to the publication of this report)
the Company did not hold any shares in treasury

Resolution 11

Notice of General Meeting

This special resolution 1s required following the implementaton of the Shareholder Rights Directive through the Companies {Shareholders'
Rights) Regulations 2009 (Shareholder Regulations) The Shareholder Regulatons increase the notice perniod for general meetings of the
Company to 21 days The Company’s Articles of Association permit the Company to call general meetings {other than an Annual General
Meeting} on 14 clear days notice In order to be able to preserve this ability, shareholders must have approved the calling of meetings on
14 days’ notice Resolution 11 seeks such approval The approval will be effective until the Company's next Annual General Meeting, when
it 1s intended that a similar resolution will be propased The Company will also need to meet the requirements for electroric voting under
the Shareholder Regulations before it can call a general meeting on 14 days’ notice

Resolution 12

Amendment to Company s Articles of Association

1t 1s proposed In resclution 12 to adopt new Articles of Association (New Articles) in order to update the Company's current Articles

of Association (Current Arlicles) prmarily to take account of changes in the law resulting from the implementation of (1)) the Shareholder
Regulatons, (1) the remaining provisions of the CA 2006 that have come into effect, and () other amendments of a minor, technical
and clanfying nature

The principal changes introduced in the New Articles are summansed in the Appendix on pages 26 to 27 of this report

A copy of the Current Articles of the Company and a copy of the proposed New Articles will be avalable for nspection at Addieshaw
Goddard LLP. Milton Gate, 60 Chiswell Street, London EC1Y 4AG from the date of this report until the close of the Annual General Meeting
2010 and at the venue of the Annual General Meeting for at least 15 minutes pnor to and during the meeting

Appendix

Explanatory notes of differences between the Current Articles and the New Articles

1 Articles which duplicate statutory provisions

Prowisions in the Current Articles which replicate provisions contained in the CA 2006 will, in the main, be removed in the New Articles
This 1s In ine with the approach acivocated by the Government — to the effect that statutory provisions should not be duplicated in a
company's constitution

2 Board meetings

The New Articles have removed the provision which stated that Notice of a meeting of the Board of Directors of the Company Is not required

to be given to a Director who 1s absent from the UK An additional prowision has also been included in the New Articles that states that Board
meetings must be called on at least five working days’ notice save where a Director or the Company Secretary considers in good faith that it

would be in the interests of the Company to convene a Board meeting on less notice These amendments have been made to the New Articles

in ight of the appointment of Vijay Aggarwal as a Director of the Company as he 1s based in India

3 Authorised share capital and umissued shares

The CA 2006 abolishes the requirement for a company to have an authonsed share capital References to unissued shares have therefore
been removed from the New Articles Directors will still be imited as to the number of shares they can at any time allot because allotment
authonty continues to be required from a company's shareholders under the CA 2006, save in respect of certan employee share schemes

4 Redeemable shares

At present, if a company wishes 10 1ssue redeemable shares, It must include n its articles the terms and manner of redemption The CA 2006
enables Directors to determine such matters instead, provided they are so authonsed by the articles The New Articles theretore contain such
an authonsation The Company has no plans to 1ssue redeemable shares but, if it did so, the Directors would need sharehclders' authonty to
1ssue new shares In the usual way
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Appendix continucd

Explanatory notes of differences between the Current Articles and the New Articies continued

5 Authority to purchase own shares, consolidate and sub-divide shares, and reduce share capital

Under the Companies Act 1985, a company required specific enabling provisions in s articles to purchase its own shares, to consolidate

or sub-divide its shares and to reduce its share capital or other undistnbutable reserves as well as shareholder authonty to undertake the
relevant action The Current Aricles include these enabling provisions Under the CA 2006, a company will only require shareholder authonty
to do any of these things and it will no longer be necessary for articles to contan enabling provisions Accordingly, the relevant enabling
provisions have been removed in the New Articles

S3UBUIAADS 2)esodio)

6 Use of seals
Under the Companies Act 1985, a company required authonty inits articles to have an official seal for use abroad Under the CA 2008,
such authonty will ne longer be required Accordingly, the relevant authorisation has been removed in the New Arficles

The New Arlicles prowide an alternative ophon for execution of documents (other than share certificates) Under the New Asticles, when
the seal 15 affixed to a docurment It may be signed by one Directer in the presence of a witness, whereas previously the requirement was
for signature by either a Director and the Secretary or two Directors or such other person or persons as the Directors may approve I
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7 Vvaldity of votes

Following the implementation of the Shareholder Regulations, proxies are expressly required to vote in accordance with the instructions
given to them by members The Shareholder Regulations are, however, silent on the validity of any vote that 1s cast against the appointor's
instruchions The New Articles theretore contain a provision stating that the Company 1s not required {0 enquire whether a proxy or corporate
representative has voted in accordance with instructions given to him and that votes cast by a proxy of corporate representative will be vahd
even if he has not voted In accordance with his instructions

8 Vvoting by proxies on a show of hands

The Shareholder Regulations have amended the CA 2006 so that it now prowides that each proxy apponted by a member has one vote on

a show of hands unless the proxy s appointed by more than one member in which case the proxy has one vote for and one vote aganst If
the proxy has been instructed by one or more members to vote for the resolution and by one or miore members to vote against the resolution
The New Articles have been amended to reflect these changes

9 Vacation of office by Directors

The Current Articles specify the circumstances in which a Director must vacate office The New Articles update these provisions to include
that a Director must vacate office where (1) he holds office for a fixed term and that term expires, and (i) he ceases to be an employee of
a Group company (and I1s not employed by any other Group company) unless the Board resolves otherwise

10 Agjournments
Under the CA 2006 as amended by the Shareholder Regulations, general meetings adjourned for lack of quorum must be held at least
ten clear days after the onginal meeting The Current Articles have been changed to reflect this requirement

11 Borrowing powers
A number of presentation and descriptive amendments have been made to the borrowing power provisions in the New Articles

12 Electrontc and web communications
The New Artickes also contain provisions concerning electrore communications as to make them more consistent with the “company
communication provisions” in the CA 2006

13 CREST
The New Aricles contan a number of provisions designed to maximise the Company s ability to use electronic systems for dealing in shares
through CREST

14 General

Generally, the opportunity has been taken to include clearer language in the New Articles and, in some areas, to conform with the language
of the New Articles with that used in the model articles for public companies produced by the Department for Business, Enterpnse and
Regulatory Reform

D W Hamiiton
Director and Company Secretary
22 June 2010
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Corporate governance

The Board 1s committed to ensunng that high standards of corporate governance are maintained by Norcros plc Its policy 1s to manage
the affars of the Company in accordance with the pninciples of corporate governance contained in the FRC Cembined Code on Corporate
Govemnance 2008 (*Combined Code") for which the Board 1s accountable to the shareholders

For the year ended 31 March 2010, the Company has complied with the Combined Code in all respects

Board balance and independence

The Board currently compnses a Non-executive Chatrman, three Non-executive Directors and three Executive Directors, who are equally
respensible for the proper stewardship and leadership of the Company The Drrectors holding office at the date of this report and therr
biographical details are given on page 20

Taking into account the prowisions of the Combined Code, the Charrman and Non-executive Directors are considered by the Board to

be independent of the Company's Executive Management and free from any business or other relationship that could matenally interfere
with the exercise of therr Independent judgement The terms and conditions of appointment of the Chairman and the Non-executive Directors
are avallable for inspection at the registered office of the Company The letters of appointment set out the expected time commitment Othet
signticant commitments of the Charman and Non-executive Directors are disclosed to the Board

Les Tench is the Senior Independent Non-executive Director He will be available to sharehotders if they have reasons for concern which
contact through the normal channets of Chairman, Group Chief Executive or Group Finance Director have failed to resclve

All Directors are supplied, In a timely manner, with all relevant documentation and financial inforrnation to assist them in the discharge of therr
dutres The Board regularly reviews the managerment and financial performance of the Company, as well as long-term strategic planning and
nsk assessment Regular reports are given to the Board on matters such as pensions, health and safety and litigation

Any concerns that a Director may have about how the Group 1s betng run or about a course of action being proposed by the Board will, If they
cannct be resolved once those concerns have been brought to the attention of the other Directors and the Chairman, be recorded in the Board
minutes In the event of the resignatron of a Non-executive Director, that Director 1s encouraged to send a written statement setting out the
reasons for the resignation to the Chairman who will then circulate it to the other members of the Board and the Secretary

Chairman and Group Chief Executive

The posihons of Chairman and Group Chief Executive are held by separate indviduals and the Board has clearly defined their responsibilities
The Charrman 1s primarnly responsible for the effective working of the Board, ensunng that each Director, particularly the Non-executive Directors
1s able to make an effective contribution The Group Chief Executive has responsibility for running the Group's businesses and for the
implementation of the Board's stralegy, policies and decisions

Appraisals and evaluation

The performance of the Board 1s appraised by the Charman The Non-executive Directors are appraised indmdually by the Chairman
The Board, led by the Senior Independent Non-executive Director, appraises the Charman The Non-executive Directors appraise the
performance of each of the Executive Directors Appraisals are conducted on an annual basis

Attendance by individual Directors at meetings of the Board and its Committees
The attendance of Directors at the Board and pnncipal Board Committee meetings dunng the year i1s detailed in the table below

Man Audit Remuneration  Nomnatons

Board Cormimittee Comimetiee Commttee

10 meetings 3 meetings 2 mestings 1 meeting

J E Brown, Chairman 10 3 2 1
L Tench 10 3 2 1
J R Stevenson 10 3 2 1
V Aggarwal 5 1 2 1
J Matthews 10 — — —
N P Kelsall 10 — —_ —
D W Harnilton 10 — —_ —

Advice for Directors
Procedures have been adopted for the Directors to obtain access through the Secretary to independent professional advice at the
Company's expense, where that Director judges it necessary in order ta discharge their responsibilites as a Director of the Company

All Directors have access to the advice and senaces of the Secretary who 1s responsible to the Board for ensunng that Board policies
and procedures are complied with Both the appointment and removal of the Secretary 1s a matter reserved for decision by the Board
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Board procedures

The Board has a formal schedule of matters speaifically reserved to it for deaision which it reviews penodically This ensures the Board
takes all major strategy, policy and investment decisions affecting the Company In addition, it 15 responsible for business planning and
nsk management policies and the development of policies for areas such as safety, health and environmental policies, Directors' and
seniar managers’ remuneration and ethical 1ssues

The Board operates i such a way as to ensure that alt decisions are made by the most appropnate people in a tmely manner that will not
unnecessarly delay progress The Board has formally delegated specific responsibiliies to Board Committees, including the Audit Committee,
Remuneration Committee and Nominations Committee (see below)

The Board will alse appoint committees to approve specific processes as deermed necessary

The Directors and management teams of each Group Company are responsible for those business entties They are tasked with the delivery
of targets approved by the Board on budgets, strategy and policy

Directors’ roles

The Executive Directors work solely for the Group and none has taken on any Non-executive Directorship However in appropnate
carcumstances, Executive Directors will be encouraged to take on one Non-executive Directorship in another non-competing company
or organisation

The terms and conditions of appointment of the Non-executive Directors are available upon wrtten request from the Company All the
Non-executive Directors undertake that they have sufficient time to meet the requirements of their role They also undertake to disclose to
the Company their other commitments and to give an indication of the time nvolved in each such commitment The performance evaluation
process will assess whether the Non-executive Director 1s spending enough time to fulfil his dubies If a Non-executive Director s offered an
appointment eisewhere, the Chairmar 1s informed before any such offer 1s accepted and the Chairman will subsequently inform the Board

The Board ensures that all new Directors (including Non-executive Directors) will receive a full, formal and talored induction on joining the Company
As pan of that induction procedure, the Chairman will offer to major shareholders the opportumity to meet a new Non-executive Director

Retirement by rotation

Each of the Directors I1s subject to election by shareholders at the first Annual General Meeting after therr appointment Thereafter all of the
Directors are subject to retrement by rotation such that one third of the Directors retire from the Board each year and each Director must seek
re-election at intervals of no more than three years Les Tench and Jamie Stevenson wili retire by rotation at the next Annual General Meeting
Biographical details of these Directors are set out on page 20

Nominations Committee

The Nominations Committee and the Board seek to maintain an appropnate balance between the Executive and Non-executive Directors
The Nominations Commuittee 1s chaired by the Chairman and consists of alt the Non-executive Dhrectors The Chairman will not chair the
Committee when 1t deals with the appointment of a successor to the Charmanship

The terms of reference of the Committee are available for inspection upon written request to the Cormpany and on its website at www norcros com

The Nominations Committee evaluates the balance of skills, knowledge and expenence of the Board In light of this evaluation and if deemed
necessary, it determines the scope of the role of a new Director, the skills and time commitment required and makes recommendations to
the Board about filing Board vacancies and appointing additional Directors

Audit Committee
The Audit Committee consists of all the Non-executive Directors including the Charman The Board 1s satsfied that Jamse Stevenson,
who charrs the Commuittee, has recent and relevant financeal expenence

The main role and responsibilities of the Audit Committee are set out in written terms of reference These terms of reference are available
upon written request to the Company and on the Company's website at www norcros com

The Committee has primary respensibility for making recommendations to the Board on the appointment, re-appointment and removal of
external auditors It keeps under review the scope and results of the audn, and its cost effectiveness and the independence and objectvity
of the auditors The Comnuttee keeps the nature and extent of non-audit senaces under review by regularly reviewing the balance of audit
to non-audit fees The Committee 1s aware of the need to safeguard the auditors’ objectwity and independence and the issue 1s discussed
by the Commuttee and penodically with senior staff from PncewaterhouseCoopers LLP

The Committee reviews the policy by which employees of the Group may, in confidence raise matters of concern, including possible
impropneties In matters of financtal reporting of other matters

The Commiitee monitors the Integnty of the Group’s finanoial statements and any formal announcernents relating to financial performance
and reviews the significant financial reporting judgements contained in them

The Audit Committee undertakes a review, at least annually, of the efectiveneass of the Group’s systern of internal controls and the Board
will take into account the Audit Committee's report, conclusions and recommendations in thss regard
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Corporate governance continued

Remuneration Committee

The Remuneration Committee operates under wntten terms of reference, which are consistent with current best practice These terms of
reference are avalable upon wntten request to the Company and on the Company’s website at www norcros corn The Cornmittee compnses
only independent Non-executive Directors The Commitiee's report Is set out on pages 32 to 35

Relations with shareholders

The Company recognises the importance of maintaining goed communications with shareholders The Directors have regular meetings with
the Company's major shareholders and have regular feedback on the view of those shareholders through the Company's brokers Reports
of these meetings, and any shareholder communications during the year, are reported to the Board In additon, the Company publishes any
significant events affecting the Group and updates on current trading The Chairman and the Non-executive Directors are also offered the
opportunity to attend meetings with major shareholders and the Non-executive Directors, and (n particular the Senior Independent Director,
would attend such meetings If requested to do so by any major shareholder

The Board regularly receives copies of analysts’ and brokers’ bnefings

The Annual and Intenm Reports, together with all announcements 1ssued to the London Stock Exchange, are published on the Company's
website at www norcros com

The Notice of the Annual General Meeting 1s sent to shareholders at least 20 working days before the meeting It s the Company's practice
to propose separate resclutions on each substantially separate issue

For each resolution, proxy appoiniment forms should provide shareholders with the option to direct their proxy to vote either for or against
the resolution or 1o withhold therr vote The Company ensures that all valid proxy appointments received for general meetings are properly
recorded and counted For each resolution the Company ensures that the following infarmation is given at the meeting and made available
as soon as reascnably practicable on a website which 1s maintained by or on behalf of the Company

— the date of the meehing,

~ the text of the resolution,

=~ the number of votes valdly cast,

= the propartion of the Company’s issued share capital represented by those votes,

— the number of voles cast in favour of the resolution,

— the number of votes against the resoluton, and

= the number of shares In respect of which the vote was withheld

The Charman seeks to arrange for the Chairmen of the Audit, Remuneration and Nominations Caommittees (or deputies if any of them are

unavoidably absent) to be available at the Annual General Meeting to answer those questions relating to the work of these Committees

Accountability and audit

The respective responsibilities of the Directors and auditors in connection with the financial statements are explained in the Statement of
Directors’ Responsibilities and the auditors’ report The Directors ensure the independence of the audiors by requesting annual confirmation
of independence wihich includes the disclosure of all non-audit fees

Risk management and internal control

The Board 1s responsible for the Group's system of internal control and for reviewing its eflectiveness {covering all material controls including
financial, operational, sk management and compliance} This IS undertaken wia an annual programme ta review the internal control environment
at each business unit Each rewiew 1s carned out by senior finance staif independent of that business unit The results of these reviews are
communicated to the Audit Committee

The Board has identfied and evaluated what it considers to be the significant nsks faced by the Group and has also assessed the adequacy
of the actions taken to manage these nsks This has been disclosed in the Business Review

The Group's Insurance continues to be managed and co-ordinated centrally with the assistance of insurance brokers This gives the Group
full wisibility of both claims history and the msurance industry’s perception of the Group's overall nsk wia the respective insurance premiums
The Company examines the size and trend of these premiums and the extent to which it can misgate the nsk and reduce the overall nsk burden
n the business by considenng the approprniate level of insurance deductible and the potential benefit of seli-nsurance in some areas
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Operational structure, review and compliance

In addition to the Group Finance Director, the Group has Senior Financial Managers at head office The Board has considered whether the
Company should have an internal audit department and has deemed that given both its nsk management and internal control programme
noted on page 30, together with the size and complexty of the Group, 1t i1s not necessary to employ such a depariment at the present time
The Board will however continue to keep this matter under review

The key elements of the controls framework within which the Group operates are
— an organisational structure with clearly defined hnes of respansibility, delegation of authonty and reporting requirements,

— an embedded culture of openness of communication between operational management and the Company’s Executive Management
on matters relatng to nsk and control,

= defined expenditure authorisation levels, and

- acomprehensive system of financial reporting An annual budget for each business unit 1s prepared in detait and approved by the Group
Executive Management The Board approves the overall Group's budgst and plans Monthly actual results are reported against budget,
prior year and the forecast for the year 1s rewsed where necessary Any significant changes and adverse vanances are questioned by
the Board and remedial action is taken where appropnate There is weekly cash and treasury reporting to the Group Finance Director
and periodic reporting to the Board on the Group's tax and treasury position

The system of internal control 1s designed to manage rather than eliminate the nsk of failing to achieve business objectives and can only
provide reasonable and not absolute assurance against material misstatement or loss

The control framework as outlined above gives reasonable assurance that the structure of controls in operation I approprate to the Group's
situation and that nisk 1s kept 1o acceptable levels throughout the Group

The Board confirms that there 1s an ongoing process for identifying evaluating and managing the significant nsks faced by the Group and
that this has been in place for the period under review and up to the date of approval of the Annual Report and Accounts

Takeover directive
Share capital structures are included in the Directors’ Report on page 24

Going concern

The Directors consider, after making appropniate enquines at the time of approving the financial statements, that the Company and the Group
have adequate resources to continue in operational existence for the foreseeable future and accordingly, that it 1s appropnate to adopt the
going concern basis in the preparation of the financial statements
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Remuneration report

Remuneration policy
The Company's policy on remuneration of Directors 1s to attract, retain and motvate the best people, recognising that they are key
to the ongoing success of the business but to avoid paying more than is necessary

Consistent with this policy, Norcros plc benefit packages awarded to Direclors are intended to be competitive and comprise a mix of
performance-related and non-performance-related remuneration designed to incentvise Directors and align therr interests with those

of shareholders but not to detract from the goals of corporate governance

Joe Matthews and Nick Kelsall participate in the Company’s annual bonus scheme Subject to the achievement of Group financial
performance targets for the year the Remuneration Committee may award bonuses of up to 100% of the Directors basic salary

It1s the Board's intention to continue to award shares to Nick Kelsall under the Group's Long Term incentive Plan (LTIP) The shares awarded will
vest with the Director after a penod of at least three years and will be dependent on an average annual increase in EPS to reward the Directors
for their contnbution towards the long-term profitability of the Group In the event that a Director resigns, the awards will lapse The Committee

considers that long-term growth in earmnings is essential and considers that a three year average earnings growth objective 1s an appropnate

period to reward the Directors for continuing long-term earnmings growth In any year the value of shares notionally awarded to & Director under

this scheme will not exceed that Director’'s basic salary

If the EPS growth is on target thereby allowing 100% of his LTIP to vest, the percentage composition of each Directar's remuneration {based

on his 2009/10 remuneration) will be as follows

Non-
performance  Performance
related related
J Matthews 66% 34%
N P Kelsall 64% 36%
D W Harmilton 100% —

Directors' service contracts
The details of the service contracts of those who have served as Directors in the year are

Contract date  Nouce penod

J Matthews 16 07 07
N P Kelsalf 16 07 07
D W Hamilton 16 07 07
J E Brown 16 07 07
L Tench 16 07 07
J R Stevenson 16 07 07
V Aggarwal 08 1009

12 months
12 months
12 months
1 month
1 month
1 month
1 month

Joe Matthews, Nick Kelsall and David Hamilton have signed ralling contracts These contracts are terminable on notice by either the
Company or Director The contracts are expressed 1o expire on each Director's apphicable retirement date

John Brown, Les Tench, Jamie Stevenson and Vijay Aggarwal are on fixed term contracts of three years from therr contract date although

these contracts may be terminated at one month's notice by ether the Company or Director

Vijay Aggarwal will stand for election and Les Tench and Jarmie Stevenson will retire by rotation and seek re-election at the Annual General Meeting

Biographical details of the Directors standing for election and re-election are on page 20
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Interest in shares
The interests of the Directors in the shares of the Company and other Group members were

31 March 31 March 1 Apnl

2010 2010 2000

Deferred Ordinary Ordinary

shares shares shares

J Matthews 4,170,000 14,351,000 4,170,000
N P Kelsall 2,000,000 7,762,123 2,000,000
D W Hamilton 2,525,000 11,667,857 2,525,000
J E Brown 64102 778,387 64,102
L Tench 64,102 248,783 64,102
J R Stevenson 84,102 635,530 64,102

All Drrectors' interests are beneficially held There has been no change in the interest set out above between 31 March 2010 and 22 June 2010

Members of the Remuneration Committee
The members of the Remuneration Committee during the year were

Les Tench (Chairman)

John Brown

Jamie Stevenson

Vijay Aggarwal

The Rermuneration Committee 1s responsible for setting all aspects of Executive Directors’ remuneration The remuneration of Non-executive Directors
Is determined by the Board within the imits set by the Company's Articles of Association

Performance graph
The following graph demonstrates how £100 invested in Norcros plc on 16 July 2007 (the date of adrrussion) has changed compared
with the same investment in a fund mirronng the make up of the construction and matenals index of isted companies
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In the epinion of the Directors, the construction and matenals index 1s the most appropnate index against which the total shareholder retum
of Norcros pte should be measured because it 1s an index of similar sized companies to Norcros pic
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Remuneration report continued

Audited information
The remainder of the Remuneration Report 1s audited inforrmaton

Directars’ emoluments

Expense

allowances

{including
Salary Benefits car 2010 2009
and feas Benuses m kind allowance) FURBS Total Total
Executive £000 £000 £000 £00D EODO £000 000
J Matthews 286 109 1 29 63 488 379
N P Kelsall 192 67 1 24 — 284 217
D W Hamilton 100 —_ 4 20 — 124 123
J E Brown 80 — — — — a0 80
L Tench 40 — —_— — — 40 40
J R Stevenson 40 - — — — a0 40
V Aggarwal* 7 —_ — — — 7* —
745 176 (=1 73 83 1,083 379

* From appowntment

In view of the current econemic cimate there I1s to be no annual pay increase for the Directors for the year ending 31 March 2011 However,
as noted In the Chairman’s Statement, Nick Kelsall has been appointed Group Chief Executive-designate with effect from 1 July 2010
His satary will increase to £220,000 per annum from this date and will increase further to £260 000 per annum with effect from 1 April 2011
when he succeeds Joe Matthews as Group Chief Executive

Benefits in kind consist of medical insurance for every Executive Director £63 000 was paid to Joe Matthews under a Funded Unapproved
Retirement Benefit Scheme (FURBS)

Share schemes

Savings Related Share Option Scheme {SAYE)

The Executrve Directors are eligibie to participate in the Company’s Savings Related Share Option Scheme which commenced in December 2007
with further participation invited in December 2008 Each Executive Director cancelled therr participation in the December 2007 scheme in
favour of participation in the December 2008 scheme The scheme is open to all UK employees Paricipants save a fixed amount of up
to £250 per month for three years and are then able to use these savings to buy shares in the Company at a fixed price These options are
not subject to any performance conditions

Earliest Nurnber at Capnal Number at

Date of exercise Expiry Exercise 1 Apnl Granted Cancelfed rasing 31 March

grant date date price 2008 n year n year adjustment 2010

J Matthews 231208 010312 310812 93p 96 000 — — 7020 103,020
N P Kelsall 231208 010312 310812 a3p 96,000 — —— 7020 103,020
C W Hamilton 231208 010312 310812 93p 96,000 — — 7,020 103,020

The awards under the SAYE scheme have been adjusted for the capital raising

Long Term Incentive Plan {LTIP}

In August 2007 the Executive Direciors and selected semior management were made awards of shares under the LTIP Vesting of these shares
15 subject to achieving growth in EPS of at least 5% above annual Retail Price Index (RP) over the three year penod from the date of award to
the date of vesting 100% of the shares vest If the Company achieves RPI plus 12%, 30% of the shares vest if the Company achieves RPI plus
5% and shares vest on a straight iine basis for performance in between No shares vest if performance 1s below RPI plus 5%
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Audited information continued

Share schemes continued

Long Term Incentive Plan (LTIP} continued
Directors interests in the LTIP

Number at Capital Number at
Award 1 Apnl raIsing 31 March Vesting
date 2009  adjustment 2010 date
J Matthews 220807 352564 25,781 378,345 220810
N P Kelsall 22 08 07 237,180 17,344 264,524 220810

The market price on 22 August 2007 was 78 Op

No other Directors have been granted share options in the shares In the Company or ather Group entihes Once awarded there have been
no subsequent vanations to the terms and conditions of the share options save for an adjustment during the year in relation to the capital
raising All options were granted in respect of qualifying servces

The options were granted at nil cost to the Directors The performance cntena for all the above share options were consistent with the
remuneration policy

The market pnce of the Company’s shares at the end of the financial year was 6 63p and the range of market pnces dunng the year
was between 11 65p and 5 48p

Given the continuing economic conditions no share options were granted under the LTIP dunng the year ended 31 March 2010

Directors’ pension entitlement
The following Directors had retirement benefits aceruing under the Group's UK defined benefit scheme

Transter
value of Decrease
accrued Transfer Transter I ransfer
pension value at value at value less
increase Accrued 31 March 31 March Orectors
n the year entitiement 2010 2009 contnbutions
£ £ £ £ £
N P Kelsall 9,195 12,174 148,543 160,019 (11,476)
Increase
n accrued Increase
pension fof n accrued
the year less penston for
nflation the year
£ £
N P Kelsall 246 754

Nick Kelsall 1s ne longer an active member of the UK defined benefit scheme
The accrued pension entillernent s the amount that the Director would recerve if he retwred at the end of the year

All transfer values have been calculated on the basis of actuanal adwvice In accordance with Actuanal Guidance Note GN11 The transfer
values of the acerued entitlement represent the value of assets that the penston scheme would need to fransfer to another pension provided
on transfernng the scheme’s hiability in respect of the Directors’ pension benefits They do not represent sums payable to individual Directors
and, therefore, cannot be added meaningfully to annual remuneration

Nick Kelsall also participated in the Group's UK defined contribution scheme Duning the year the Group contnbuted £58 000 (2009 £58,000)
to this scheme

Cn behalf of the Board

L. Tench
Chairman of the Remuneration Committee
22 June 2010
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Statement of directors’ responsibilities

In respect of the annual report, the remuneration report and the financial statements

The Drrectors are responstble for preparing the Annual Report, the Remuneration Report and the financial staterments in accordance with
applicable law and regulations

Company law requires the Directors to prepare financiat staternents for each financsal year Under that law the Directors have prepared

the Group inancial statements in accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union,
and the Parent Company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and apphcable law) Under company law the Directors must not approve the financial statements unless they are
satsfied that they give a true and farr view of the state of affairs of the Group and the Parent Company and of the profit or loss of the Group
for that penod in preparing these financial statements, the Directors are required to

- select suitable accounting policies and then apply them consistently,
= make Judgements and accounting estimates that are reasonable and prudent,

— state whether IFRS as adopted by the European Union and applicable United Kingdom Accounting Standards have been followed,
subject to any matenial deparnures disclosed and explaned in the Group and Parent Company financial statements respectively, and

— prepare the financial statements on the going concern basis unless it is mappropriate to presume that the Company will continue
In business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's transactions
and disclose with reasonable accuracy at any time the financial position of the Company and the Group and enable them to ensure that the
financial statements and the Remuneration Report comply with the Companies Act 2006 and, as regards the Group financial statements,
Article 4 of the IAS Regulation They are also responsible for safeguarding the assets of the Company and the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other rregulanties

The Directors are responsible for the maintenance and integnity of the Company's website Legislation in the UK governing the preparation
and dissemination of inancial statements may differ from legislatton in other junsdictions

Each of the Directors, whose names and functions are listed in the Directors' Report, confirm that to the best of therr knowledge

— the Group financial statements, which have been prepared in accordance with IFRS as adopted by the EU, give a true and farr view
of the assets liabilities, financial position and loss of the Group, and

- the Charrman's Staterment and Business Review include a tar review of the development and performance of the business and the
positron of the Group, together with a descniption of the principal nsks and uncertainties that it faces
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Independent auditors’ report
To the members of Norcros plc

We have audtted the Group financial staterments of Norcros plc for the year ended 31 March 2010 which compnse the Consolidated Income Staternent,
the Consolidated Statement of Comprehensive Income and Expense, the Consolidated Balance Shest, the Consolidated Cash Flow Statement,
the Consohdated Statement of Changes in Equity and the related notes The financial reporting framework that has been applied in ther
preparation is applicable law and international Financial Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of Directors and auditors

As explained more {ully in the Statement of Directors’ Responsibifities set out on page 36, the Directors are responsible tor the preparation
of the Group financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit the Group financial
statements In accordance with applicable law and International Standards on Auditing (UK and Ireland} Those standards require us to
comply with the Audiing Practices Board's Ethical Standards for Auditors

This report, including the opiruons, has been prepared for and only for the Company's members as a body in accordance with Chapter 3
of Part 16 of the Comparies Act 2006 and for no other purpose We do not, in gving these opinions, accept or assume responsibility for
any other purpose or to any other person to whom this report I1s shown or into whose hands it may come save where expressly agreed
by our pnor consent In writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statemenits sufficient to give reasonable assurance
that the financial statements are free from materal misstatement, whether caused by fraud or error This Includes an assessment of whether
the accounting policies are approprate to the Group's crcumsiances and have been consistently applied and adequately disclosed the
reasenableness of significant accounting estmates made by the Directors, and the overall presentation of the financial statements

Opinion on financal statements

In our opanion the Group finanoial staterments

= @wve atrue and fair view of the state of the Group's affarrs as at 31 March 2010 and of its loss and cash flows for the year then ended,
= have been properly preparea in accordance with IFRSs as adopted by the European Union, and

— have been prepared In accordance with the requirements of the Companies Act 2006 and Article 4 of the IAS Regutation

Opinion on other matters prescribed by the Companies Act 2006

In our opinion

= the information given in the Directors’ Report for the financial year for which the Group financial statements are prepared 1s consistent
with the Group financial statements, and

— the information given in the Corporate Governance Staternent set out on pages 28 to 31 with respect to internal control and nsk
management systems and about share capital structures 1s consistent wath the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you f, in our opinion

— certain disclosures of Directors’ remuneration specified by law are not made,

— we have not received all the information and explanations we require for our audit, or

— a corporate governance statement has not been prepared by the Parent Company

Under the Listing Rules we are required to review

— the Drreclors’ Staterment, set out on page 31, in relation to going concern and

= the part of the Corporate Governance Statement refating to the Company’s comphance with the nine provisions of the June 2008
Combined Code specified for our review

Other matter
We have reported separately on the Parent Company financial statements of Norcros pic for the year ended 31 March 2010 and
on the information in the Rermuneration Report that is described as having been audited

Nigel Richens (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

22 June 2010
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Consolidated income statement
Year ended 31 March 2010

2010 2009
Notes £m £€m
Continuing operaticns
Revenue 2 1696 1542
Cperating loss 3 (08 o7
Trading profit* 73 70
Exceptional operating items 5 {8 2) n
Other operating income 01 —
Operating loss (08) e7
Finance costs & 59 (45)
Finance income B 06 06
IAS 19 finance {costs)/income 23 {11) 23
Share of loss of associate (2 8} (25)
Loss before taxation {10 0) (48)
Taxaton 7 — {15)
Loss for the year {(100) 63)
Loss per share atiributable to equity holders of the Company
From continuing operations
Basic loss per share (2009 restated) 8 B34p ([@2p
Diluted loss per share {2009 restated) 8 B34p @42p

* Trading profit 1s defined as operating profit before exceplional operating items and other operatng income

Consoiidated statement of comprehensive income and expense

Year ended 31 March 2010

2010 2000
£m £m
Loss for the year {(100) (63)
Other comprehensive iIncome
Actuanal losses on retirement benefit obligations {5 6) (48)
Foreign currency translation adjustments a8 64
Other comprehensive Income for the year 32 18
Total comprehensive expense for the year (6 8) 47)

ltems in the statement are disclosed net of tax
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Consolidated balance sheet
At 31 March 2010
2010 2009
Notes em £m
Non-current assets
Goodwll 10 238 229
Investment (n associates 1 — 21
Financial assets 1" _— 43
Trade investments 12 17 17
Property, plant and equipment 13 470 454
Investment properties 14 55 56
Deferred tax assets 21 26 —
B06 820
Current assets
Inventones 15 374 365
Trade and other receivables 16 387 313
Dervative financial iInstruments 20 06 15
Pension scheme asset 23 12 05
Cash and cash equivalents 17 39 73
818 771
Current habihities
Trade and other payables 18 {41 7) (35 1)
Dervative financial instruments 20 (22) 7
Current tax habilities (0 6) (0 6)
Financial hamhties ~ bormowings 12 29 V)]
(47 3) (32 8)
Net current assets 345 373
Total assets less current habilithes 1151 1193
Non-current hablites
Financial hablities — borrowings 19 (17 0) 507)
Pension scheme hability 23 93) —
Other non-current habilities (16 (i)
Provisions 22 (16 0) (17 2)
{43 9) (69 Oy
Net assets 712 503
Financed by
Share capital 24 192 148
Share premium 868 634
Retaned eamings and other reserves (34 B) (28 Q)
Total equity 712 503

The financial statements on pages 38 to 68 were approved on 22 June 2010 and signed on behalf of the Board by

s

Matthews N P Kelsall
roup Chief Executive Group Finance Director
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Consolidated cash flow statement

Year ended 31 March 2010

WWW NOrcros com

2010

Notes £m £m
Cash generated from operations 25 106 68
Income taxes received/{pard) 01 04
Interest receved 05 o8
Interest paid (36) (34)
Nst cash generated from operating actvities 76 38
Cash flows from investing activities
Proceeds from disposal of investments — 40
Dividends received from associates and trade investments 01 —
Purchase of property plant and equipment (39) 47
Proceeds from sale of propenty, plant and eguipment — 20
Net cash generated {used in)/from investing activittes (3 8) 13
Cash flows from financing actvities
Net proceeds from 1ssue of ordinary share capital 277 —
Repayment of barrowings {31 5) —
Capitalised finance costs (3 5) —
Drawdown of new borrowings _ 28
Diadends paid to Company's shareholders — (40)
Net cash used in financing activities (7 3} 12
Net (decrease)/increase in cash at bank and in hand and bank overdratts (3 5) 39
Cash at bank and In hand and bank overdrafts at beginning of the year 49 11
Exchange movements on cash and bank overdrafts (03) ©1)
Cash at bank and in hand and bank overdrafts at end of the year 17 11 49
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Consolidated statement of changes in equity
Year ended 31 March 2010
Ordinary
share Share Translation Retauned
capital premum reserve losses Total
em em £m £m em

At 1 Apnl 2008 149 63 4 {5 5) (137 591
Comprehensive mcorme
Loss for the year — — — (63} (63)
Other comprehensive mcome
Actuanal loss on retrerment benefit abhgatrons —_ — — (48) (4 8)
Foreign currency translation adjustments — — 64 —_ 64
Total other comprehensive iIncome —_ — 64 (48) 16
Transactions with owners
Dradends — — — (40 40
Employee share option schemes — — — c1) 01)
Total transactions with owners -_ —_ — (4 1) {4 1)
At 31 March 2009 149 63 4 09 (289) 503
Comprehensive iIncome
Loss for the year — — — (100) (100
Other comprehensive Income
Actuanal loss on retirement benefit obligations — — — 586) (5 6)
Foreign currency translation adjustments — — 88 — 88
Total other comprehensive income — — 88 (56) 32
Transactions with owners
Issue of new shares (net of transaction costs) 43 234 —_ - 277
At 31 March 2010 192 868 97 (44 5) 712
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Notes to the group accounts
Year ended 31 March 2010

1 Group accounting polictes

General information

Norcros plc {the "Company”) which Is the ultimate Parent Company of the Norcros Group 1s incorperated in England and Wales as a public
company imited by shares The shares of the Company are isted on the London Stock Exchange market of listed secunties The conschidated
financial statements of the Group were approved by the Board on 22 June 2010

Basis of preparatton
The pnneipal accounting policies applied in the preparation of this financial report are set out below These policies have been consistently
applied to the inforrmation presented, unless otherwise stated

The financial statements have been prepared under the histonical cost convention, except for denvative financial instruments, the defined

benefit pension scheme and share-based payments which are stated at their farr value The consolidated financial statements have been

prepared in accordance with International Financial Reporting Standards {IFRS) as endorsed by the European Union 1ssued by the

Internationat Accounting Standards Board (IASB), with the interpretations issued by the International Financial Reporting Interpretations

Committee {IFRIC) of the IASB that are effective as of the balance sheet date and wath those parts of the Companies Act 2006 applicable !
to companies reporting under IFRS

The preparation of financial statements in conformity with IFRS requires the use of certatn criical accounting estimates It also requires |
management to exercise its judgement in the process of applying the Group's accounting policies The areas involving a higher degree '
of judgement or complexty, or areas where assumptions and estimates are significant to the consoltdated financial statements,
are explained below

Standards, amendments and interpretations effective in 2010
The following standards and amendments to existing standards became mandatory during the year

— IAS 1 (revised), 'Presentation of financial statements’ The Group has elected to present two statements an income staterment and a
statement of comprehensive ncome  Furthermore, adophion of the above standard has resulted in management including a statement of
changes in equity within the pnmary statements As the change in accounting policy only impacts presentation aspects, there 1s no impact
on EPS,

= IFRS 8, 'Operating segments’ IFRS 8 replaces IAS 14, ‘Segment reporing’ The standard defines operating segments as components
of an entity about which separate financial information 1s available and 1s evaluated by the chiet operating decision maker in deciding how
1o allocate resources and In assessing performance It also sets out the required disclosures for operating segments On adoption, there
was no change to the Group's reportable segments The Group operates In three main geographical areas UK South Africa and the Rest
of the World,

— [IFRIC 14, 'The imit on a defined benefit asset, mirimurm funding requirements and their interaction’ This did not alter the Group's existing |
accounting treatment of defined benefit pension schemes, and

— IFRS 2 (amendment) 'Share-based payments’ has been adopted in the current year The amendment does not have a matenal impact |
on the Group financial statements |

Standards, amendments and interpretations effective in 2010 but not relevant
The following interpretations and amendments to existing standards became mandatory durning the year The Group has considered these
and believe them to be Irrelevant to the Group's operations

— [AS 23, '‘Borrowing costs’,

= IFRS 7, ‘Financial mstruments’,

= IFRIC 13, ‘Customer loyalty programmes’,

= IFRIC 15 “Agreements for the construction of real estate’,

— IFRIC 16 Hedges of a net nvestment in a foreign operation’, and
= IFRS 7 (amendment), ‘Financial instruments, disclosures’

Standards, amendrments and interpretations that are not yet effective and have not been early adopted by the Group
The following standards and amendrnents to exsting standards have been published but are not mandatory for the Group's resuits
m the year encing 31 March 2010 ‘

— IFRIC 17, ‘Distnbution of non-cash assets to owners’,

= |AS 27 (revised) ‘Consolidated and separate financial statements |

= IFRS 3 (revised), '‘Business combinations’,

— IFRS 5 (amendment), ‘Non-current assets held for sale and discontinued operations’,
— IAS 38 (amendment), 'Intangible assets’, and

= IAS 1 (amendment), 'Presentation of financial statements’
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1 Group accounting potictes continued

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out as follows These policies have been
consistently applied to all penods presented

Basis of consolidation

Subsidiaries

The consolidated histoncal financial statements incorporate the financial statements of Noreros plc and entiies controlled by Noreros ple
{its subsidianes) macle up 1o the reporting date each year Control 1s achieved where Norcros plc has the power to govern the financial
and operating policies of an investee entity o as 1o obtain benefits from its activities

On acquisition, the assets and lhabilites and contingent habilibies of a subsichary are measured at their fair value at the date of acquisition
Any excess of the cost of the acquisition over the far values of the identifiable net assets acquired is recogrised as goodwll Any deficiency
In the cost of acquisiion below the farr values of the identifiable net assets acquired (discount on acquisition} 1s credited to the ncome
statement i the penod of acquisition The results of subsidianes acquired or disposed of dunng the year are included i the income
statement from the effective date of acquisition or disposal, as appropnate Where necessary, adjustments are made to the inancial
statements of subsicharies 1o bnng the accounting policies into ine with those used by the Group

Allintra-Group transactions, balances, mcome and expenses are eliminated on consolidation

Assoclates
Associates are all entiies over which the Group has significant influence but not contral Investments in associates are accounted for using
the equity method of accounting and are initially recognised at cost

The Group's share In associates’ post-acquisiton profits or losses 1s recegrised in the Income statement and its share of post-acquisition
movemenis 1s recognised in reserves

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group's interest In the associates
Unrealised losses are also eliminated unfess the fransaction provides evidence of an impairment of the asset transferred Accounting polices
of associates have been changed where necessary to ensure consistency with the polictes adopted by the Group

The associates have a statutory accounting reference date of 31 December In respect of the years ended 31 March 2010 and 31 March 2009,
the associates have been included based on audited financial statements drawn up to 31 December 2003 and 31 December 2008 as adjusted
for transactions in the three months 1o 31 March each year

Critical estimates

The Group s accounting policies have been set by management and approved by the Audit Committes The application of these accounting
palicies to specific scenanos requires estimates and assumptions to be made concerning the future These are continually evaluated and are
based on histonical expenence and other {factors, Including expectations of future events that are beheved to be reasonable under the
crrcumsiances The resulting accounting estimates will, by definition, seldom equal the related actual results

Under IFRS, estmates or jJudgements are considered critical where they involve a significant nsk or cause a maienial adjustment to the
carrying amounts of assets and habilities from penod to penod This may be because the estimate or judgement involves matters which
are highly uncertain, or because different estmation methods or assumptions could reasonably have been used

Crihical judgements have been made in the following areas

— estimated imparrment of goodwill, long ife assets and property plant and equipment - the Group tests annually whether goodwill has
suffered any impairment, in accordance with its accounting policy The recoverable amounts of cash-generating units (CGUs) have been
determined based on value-in-use calculations These calculations have been carned out using the assumptions in note 10,

— retirement beneht obligations — the present value of pension obhigations depends on a number of factors that are determined on an
actuanal basis using a number of assumptions The assumpbons used In determining the net expense for pensions include the discount
rate Any changes in these assumptions can impact the carrying amount of retirement benefit obligations (see note 23), and

= property provisions — where a property leased by the Group 1s vacated, but an ongoing lease commitment remams, provision 1s made
for the onerous element of the lease Key assumptions are the extent 10 which properties are let and rentals are achieved Any changes
in these assumptions can affect the quantum of the provisions
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Notes to the group accounts continued
Year ended 31 March 2010

1 Group accounting pohcies continued

Revenue recognition

Revenue comprises the consideration recerved or receivable for the sale of goods and services in the ordinary course of the Group's
activities, it 1s shown net of value added and other sales based taxes

Revenue 1s recognised when significant nsks and rewards of ownership of the goods are transferred to the buyer, which 1s usually on
despatch or upen sale to a customer in the case of the Group's retail operations

Segmental reporting

The Group operates In three main geographical areas UK, South Afnca and the Rest of the World All inter-segment transactions are made
on an arm's length basis The chief operating decision maker (being the Board) assesses performance and allocales resources based on
geography as each segment has similar economic charactenstics, complementary products, distnbution channels and regulatory environments

Goodwill

Goodwill s recogrised as an asset and reviewed for imparment at least annually or whenever there 1s an indicator of impairment Goodwall
18 carried at cost less amortisation charged prior to the Group's transition to IFRS on 1 April 2004 less accumulated impairment losses
Any impairment Is recogrised in the penod in which 11 1 dentified

Impairment of long life assets

Property, plant and equipment and other non-current assets, including goodwill, are reviewed on an annual basis to determine whether
events or changes In circumstances indicate that the carrying amount of the assets may not be recoverable If any such incication exists,
the recoverable amount of the asset is estimated as either the higher of the asset's net selling price or value-in-use, the resultant imparrment
{the amount by which the carrying amount of the asset exceeds its recoverable amount} 1s recognised as a charge in the conschdated
inceme statement

The value-in-use 1s calculated as the present value of the estimated future cash flows expected to result from the use of assets and their
eventual disposal proceeds In order to calculate the present value of estimated {uture cash flows the Group uses an appropnate discount
rate adjusted for any associated nsk Estmated future cash flows used in the impairment calcutation represent management's best view of
likely future market conditions and current decisions on the use of each asset or asset group

Trade investments

The Group holds certain investments in unhisted entiies which do not meet the definition of associates as prescribed by IAS 28, Investments
In associates’ These investments have been classified as "Trade investments” and are valued at cost less imparrment losses because therr
fair value cannot be accurately calculated Income received from Trade investments is recorded in the consolidated income statement as
“Other operating Income”

Property, plant and equipment

Property, plant and equipment 1s Initially measured at cost Cost comprises the purchase price {(after deducting trade discounts and rebates)
and any directly attnbutable costs Property, plant and equipment 1s stated at cost less accumulated depreciation and any provision for
impairment in value Impairment charges are recognised In the Income statement when the carrying amount of an asset Is greater than the
estimated recoverable amount, calculated with reference to future discounted cash flows that the assets are expected to generate when
considered as part of an income-generating urit Land 1s not depreciated Depreciation on other assets 1s provided on a straight line basis
to write-down assets to ther residual value evenly over the estimated usetfut ves of the assets from the date of acquisition by the Group

The estimated useful ives of Group assets are as follows

Buildings 25 —50 years
Plant, machinery and equipment 3-15years
Mator vehicles 4 years

The assets' residual values and useful lives are reviewed and adjusted if appropnate at each balance sheet date

Investment property

Investment property comprises mainly of land and relates to property which 1s either sub-let to a third party or 15 not being utiised in the
Group's core operations Investment property 1s held at cost less depreciation on buildings (land 1s not depreciated) Investment property
1 depreciated aver 50 years
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1 Group accounting policies continued

Inventories

Inventones are stated at the lower of cost and net realisable value Net realisable value 1s the estimated selling pnee n the ordinary course
of business, less applicable vanable selling expenses Provisions are made for stow moving and obsolete items

Taxation
Current tax, which compnses UK and overseas corporation tax, 1s provided at amounts expected to be paid (or recovered) using the tax
rates and laws that have been enacted or substantively enacted by the balance sheet date

aduewIsa0d atelodioy

Deferred tax 1s the tax expected to be payable or recoverable on the difference between the carnying amounts of assets and habilities in the
balance sheet and the comresponding tax bases used in the computation of taxable profits and 1s accounted for using the balance sheet
kability method

Deterred tax Iabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised 1o the extent
that it 1s probable that taxable profit will be available against which deductible temporary differences can be utiised

SIUNOOY

Deferred tax 15 calculated at the tax rates that are expected to apply in the peniod in which the liability 1s settled or the asset 15 realised and 1s
charged in the income staiement, except where It relates to items charged or credited to equity wia the statement of comprehensive income,
when the deferred tax s also dealt with 1n equity and 1s shown in the statement of comprehensive income

Operating leases
Annual rentals are charged/crecited direcily against profits on a straight ine basis over the lease term

Provisions
Warranty provisions — provision 1s made for the estimated lability on products under warranty Revenue received In respect of extended
warranties is recognised over the pernod of the warranty Liability 1s recogrused upon the sale of a product and 1s estimated using historical data

Re-organisation costs — provision 1s made for costs of re-orgamsing the Group when the Group 1s demonstrably committed to incurnng the
cost in a future period and the cost can be reliably measured

Property provistons — where the Group has vacated a property but 1s committed to a leasing arrangement, an onerous lease provision
1s recorded This is caleulated as the cost that management expects to incur over the pencd of the lease

Provisions are measured at the best estimate of the amount te be spent and discounted where matenal

Retirement benefit cbligations
The Group operates a defined benefit scheme in the UK and a number of defined contribution pension schemes

A full actuanal valuation of the Group's defined benefit scheme 1s camed out every three years with intenim reviews I1n the intervening years,
these valuations are updated to 31 March each year by qualified independent actuanes The operating and financing costs of the scheme are
recogrised separately in the iIncome statement, service costs are spread systematically over the lives of employees, and financing costs
are recognised in the periods in which they anse Actuarnal gains and |osses, including differences between the expected and actual return
on scheme assets, are recognised, net of the related deferred tax, in the statement of comprehensive Income

The asset or iabibity in respect of defined benehit pension scheme 1s the present value of the defined benefit obligation at the balance sheet
date less the market value of scheme assets The defined benefit obligatien is calculated annually by independent actuanes using the
projected unit cost method The present value of the defined benefit obligation s determined by the estimated future cash ocutflows using
interest rates of Government securities, which have terms to matunty approximating the terms of the refated liability

Penston scheme surpluses (to the extent that they are considered recoverable) or deficts are recogrused in full on the face of the balance sheet
Curtalment gains are recogrised in the income statement

The costs of the Group's defined contnbution pension schemes are charged to the income statement in the period in which they fall due
The assets of these schemes are held in Independently adminstered funds
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Notes to the group accounts continued
Year ended 31 March 2010

1 Group accounting policies continued

Exceptional items

Exceptional itemns are transactions which oceur outside the course of the Group's normal operations They inciude profits and losses
on disposal of non-current assets, restructurning costs and large or significant one-off items

Financial assets and liabilities

Borrowings — the Group measures all borrowings intially at farr value This is taken to be the farr value of the consideration received
Transaction costs (any such costs that are iIncremental and directly attnbutable to the 1ssue of the financial Instrument} are included 1n the
calculation of the effective Interest rate and are, in effect, amortised through the iIncome statement over the duration of the borrowing

Borrowings are classified as current hiabilities unless the Group has an uncenditional rnight to defer settlement of the hability for at least
twelve months afer the balance sheet date

Treasury derivatives — the Group uses Interest rate swaps to manage exposure 1o interest rate fluciuations The Group's exposure
to foreign exchange rate fluctuations 18 managed through the use of forward exchange contracts and cross currency swaps

Dernvatives are inially recognised at fair value on the date a derivative contract s entered intc and are subsequently remeasured at
ther farr value Changes in the far value of these dernvative instruments are recognised immediately in the income statement Amounts
payablefrecevable under interest rate swaps are accounted for as adjustments to finance cost/income for the penod

Cash and cash equivalents — cash and cash equivalenis include cash In hand and deposits held at call with banks and bank overdrafts
Cash and cash equivalents are ofiset when there 1$ a legally enforceable nght to do so '

Trade recervables ~ trade receivables are recognised initially at fair value less provision for mpairrment A prowision for impairment of frade
receivables 1s established where there i1s objective evidence that the Group will not be able to collect ail amounts due according to the onginal
terms of receivables Evidence including significant financial difficuities of a debtor, probability that the debtor will enter bankruptey or financial
re-grganisation and default or delinquency in payment are considered indicators that the trade recevables are impaired The amount of prowvision
15 the difference between the asset's carrying amount and the present value of estimated future cash flows, discounted at the effective interest
rate The carrying amount of the asset 1s reduced through the use of an allowance account and the amount of loss 1s recognised in the iIncome
staterment within administration costs When a trade recetvable 1s uncollectable, it 1s wnitten off agamnst the allowance account tor frade
receivables Subsequent recoveries of amounts previously wntten off are credited against administration costs In the income statement

Trade payables —trade payabtes are recognised inhially at fair value and subsequently measured at amortised cost using the effective
interest method

Fair value estimation

The farr value of torward foreign exchange contracts i1s determined using quoted forward exchange rates at the balance sheet date
The Group determines the far value of ts remaining financial instruments through the use of estimated discounted cash flows The far
value of Interest rate and cross currency swaps 1S calculated as the net present value of the estimated future cash flows

The carrying value less mparrment prowvision of trade receivables and payables are assumed to approximate to their fair values due to therr
short-term nature The fair value of financial habiities for disclosure purposes 1S estimated by discounting the future contractual cash flows
at the current market interest rate that 1s available to the Group for similar financtal instruments

Research and development
Expenditure on research s charged agamnst profits for the year n which stis incurred The Directors do not believe development costs can
be measured accurately enough to warrant capitalisasion

Dividend distribution

Dividend distnibution to the Company's shareholders Is recognised as a llability in the Group's financial statements in the penod in which
the dividends are approved by the Company's shareholders, or when paid if earlier '
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1 Group accounttng policies continued

Foreign currency transactions

Functional currency

ltems included in the financial statements of each entty in the Group are measured using the currency that best reflects the economic
substance of the underlying events and circumstances relevant to that entity (the “functional currency”) The consolidated financial
staterments are presented in Sterling, which 1s the functional currency of the parent entity

Transactions and balances
Assets and liabilities expressed In currencies other than functional currency are translated at rates applicable at the year end and trading
results at average rates for the year Exchange gains and losses of a trading nature are dealt with in arrving at the operating profit

Translatton of gverseas net assets
Exchange gains and losses ansing on the retranslation of overseas net assets and results are taken directly to reserves

Share capital
Issued share capital 1s recorded in the balance sheet at nominal value with any premium at that date of 1ssue being credited to the share
premium account

Share-based payments

The Group operates a number of equity-settled, share-based compensation plans The fair value of the employee services received In
exchange for the grant of options 1s recognised as an expense The total amount to be expensed over the vesting penod 1s determined by
reference to the far value of the options granted, excluding the impact of any non-market vesting conditions  Non-market vesting conditions
are ncluded in assumptions about the number of options that are expected ta vest At each balance sheet date, the Company revises its
estimates of the number of options that are expected 1o vest It recognises the impact of the rewision to onginal estimates, if any, in the
ncome statement, with a corresponding adjustment to equity

2 Segmental reporting

The Group operates In three main geographical areas UK, South Afnica and the Rest of the world Al iInter-segment transactions are made
on an arm'’s length basis The chief operating decision maker assesses performance and allocates resources based on geography as each
segment has similar economic charactenstics, complementary preducts, distribution channels and regulatory environments

Continuing operations - year ended 31 March 2010

South Rest of

UK Afnca the Werid Group

£m £m £m em
Revenue 1027 580 79 1696
Trading profit/floss) 116 37) {0 6) 73
Exceptional operating items (0 1) (2 8) B57) (82)
Other operating income e — 01 01
Operating profit/(loss) 115 {61) (62) (0 8}
Finance costs 59
Finance income 06
1AS 19 finance cost {11)
Share of loss of associate (28)
Loss before taxation (100
Taxation —
Loss from continuing operations (100)
Net debt (159
Segmental assets $63 573 88 162 4
Segmental habiities {70 5) (14 4) 63) @12
Capital expenditure 20 19 01 40

Depreciaton 40 26 01 67
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Notes to the group accounts continued

Year ended 31 March 2010

2 Segmental reporting contuinued
Continuing operations - year ended 31 March 2009

WWW NOrcros com

South Rest of
UK Afnca the World Group
£ em o™ om
Revenue 94 6 526 70 1542
Trading profit/{loss) 89 an {02) 70
Exceptional operating 1tems (58 (10 09 77
Operating profit/(loss) 31 @en (11) {07
Finance costs {4 5)
Finance income a8
I1AS 19 finance income 23
Share of loss of associate (2 5)
Loss before taxation (4 8)
Taxation (i5)
Loss from continuing operations (63)
Net debt (45 8)
Segmental assets 968 478 145 1591
Segmental habiibes (94 7) (10 1} (40) (108 8)
Capital expenditure 23 i9 01 43
Depreciation 40 23 01 64
3 Operating loss
The following items have besn included in arrving at operating loss
2010 2009
£m £m
Staff costs (see note 4) 351 354
Depreciation of property, plant and equipment (all owned assets) 66 63
Depreciation of invesiment properties 01 [VR]
Other operating lease rentals payable
— plant and machinery 14 13
~ other 50 41
Research and development expenditure 19 19
Profit on disposal of property, plant and equipment e {0 6)
Auditors’ remuneration
Services provided by the Group's auditors and network firms
2010 2009
£m em
Fees payable to the Company's auditors for the audit of the Parent Company and consolidated financial statemenis G1 01
Audit of subsidianes pursuant to legislation 62 02
Corporate finance g2 —
05 03

Corporate finance fees relate to the capntal rassing in December 2008 These costs were charged to the share premium account
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4. Employees
2010 2009
€m em
Staff costs
- wages and salarnes 316 329
- social secunty costs 21 20
— pension cosis
- defined benefit 06 11
- defined contributions 08 (03]
- excephional pension credits — (15)
351 354

Included in wages and salaries are £0 2m (2009 £2 Om) of redundancy cosis classed as exceptional items n the income statement

2010 2008
Number Number

Average numbers employed
-UK 782 764
— overseas B11 992

1,593 1,756

Directors’ emoluments

2010 2008
£m £m
Salaries and shori-term employee benefits 11 09
Post employment benefits 01 01
12 10
Further mformation about the Directors’ remuneration may be found in the Remuneration Report on pages 32 to 35
Highest paid Director
2010 2009
£m £m
Salaries and short-term employee benefis 05 04
Key management compensation
2010 2009
£m £m
Salaries and short-term employee benefits 13 12
Post employment benefits 01 01
14 13

Key management i1s defined as the Directors of Norcros plc together with selected other senior managers

Jeak U3 JO MI|AUYH

uewsanod Netodior

SJUN0DY



50 Nortros plc Annual report and accounts 2010 WWW Norcras com

Notes to the group accounts continued
Year ended 31 March 2010

S Exceptional items

2010 2009
£m em

Imparrment of associate’s carrying value and related costs! 57) —
Past service pension credit? — 15
Restructuning costs® (25) 35
Property provistons* — (70)
Profit on disposal of investmenis® — 13
82) 77N

* The remaining carrying vaiue of Phitkeram Johnson (the Group s Greek associate) has been fully impaired together with associated costs including the mark to market
value of the related cross currency swap

2 The pension credit related to the impact of changes in pensioners benefits in the UK defined benefit pension scheme

* Restructuring costs relate to redundancies and asset wnte-downs following the implementation of a programme of restructurmg iniatives throughout the Group's
business units

*The provision to cover the Group s onercus property leases was increased by £7 Om in the prior year

S Profit on disposal of the Group s 19% investment in H & R Johnson (India) Lirited

& Finance income and costs

2010 2009
£m £m
Finance costs
Interest payable on bank borrowings 43 34
Amortisation of costs of raising debt finance 08 g1
Movement on fair value of derivative financial nstruments —_ 05
Discount on property lease provisions 08 05
Total finance costs 59 45
Finance income
Bank interest receivable 03) {©8)
Movement on fair value of derivative financial instruments 03) —
Total finance income (0 8) {086)

Net fmance costs 53 g
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7 Taxation
Taxation compnses

2010 2008

£m m

Current
Overseas tax - (03)
Deferred

Cngination and reversal of temporary differences —

(12)

Taxation —

(15)

The tax for the penod under review 1s different from the standard rate of corporation tax in the UK {28% throughout the penod) The differences

are explained below

200 2009

£m £m

Loss before tax (100) (4 8)

Loss on ordinary actvities multiplied by rate of corperation tax in the UK of 28% 28 13
Effects of

- expenses not deductible for tax purposes {0 5) (0 4)

- losses not recognised (30) (15)

—write-off of prior year deferred tax asset — (09)

~ ongination and timing differences 07 —

Total tax charge —

(13)

8 Earnings per share

Basic EPS is calculated by dividing the profit attnbutable to shareholders by the weighted average number of ordinary shares in 1ssue durnng
the penod, excluding those held in the Norcros Employee Benefit Trust The weighted average number of ordinary shares for 2009 has been

restated to take account of the shares 1ssued as part of the capital raising in December 2009

For diluted EPS, the weighted average number of ordinary shares in 1ssue I1s adjusted to assume conversion of all potential diutive ordinary

shares At 31 March 2010 the potential dilutive ordinary shares amounted to nil (2009 nil) as calculated In accordance with IAS 33

The caleulation of EPS 1s based on the followings profits and numbers of shares

2010 2009
£m £m
Basic and diluted
—loss for the financial year {100} (63)
Basic and diluted before exceptionals
-loss for the financial year (10 0} (63)
— exceptional items (net of taxahon) 82 78
18} 15
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Notes to the group accounts continued
Year ended 31 March 2010
8 Earntngs per share continued
2010 2009
Nurnber Number
Restated
Weighted average number of shares for basic earnings per share 291,893,248 150,458,892
Share options — —
Weighted average number of shares for diluted earmings per share 291,893,248 150,458,892
2010 2009
Restated
Basic loss per share B4p @3p
Diluted loss per share B3d4p (“@3p
Basic (loss)/earnings per share before exceptionals (0 8p 10p
Diluted {loss)/earnings per share before exceptionals oep 10p
EPS before exceptionals 1s disclosed in order to show the underlying performance of the Group
9 Share-based payments
Capital Data trom
Price 1 Apnl raising 31 March which Expury
per share 2009 Granted Lapsed adjustment 2010 exercisable date
Long Terrm Incentive Plan {LTIP) O0p 765385 — — 55,969 821,354 220810 220817
Company Share Option Plan (CSOP) 7270 592,951 — — 43,359 636,310 220810 220817
Save As You Earn scheme (1) (SAYE) 565p 198946 —_ (83 296) 14527 130,177 010311 310811
Save As You Earn scheme (2) (SAYE) 93p 4,122,240 — (148,347) 301423 4275316 010312 310812

The value of awards under each scheme changed due to the Issue of new shares under the capital rarsing  The Trustees adjusted the option
awards under these schemes by Increasing the number of shares under the schemes and, where applicable, reducing the exercise price

per share by a factor of 1 07312

Details of the terms of the LTIP and SAYE scheme are disclosed in the Remuneration Report

Under the CSOP seror management can be awarded an annual grant of share options at market price Share options under the CSOP
are exgrcisable between three and ten years from the date of grant The full award would vest f, over the three years following the grant,
the growth in the Group's EPS exceeds the increase in the RPI plus 5% No shares will vest if growth in EPS 1s less than RP plus 5%

In accordance with IFRS 2, the fair value of equity-settled share-based payments to employees is determined at the date of grant and s

expensed on a straight hne basis over the vasting penod on the Group’s estimate of shares that will eventually vest A charge of £nil was
recognised in respect of share options in the pernod (2009 credit of £0 1m) as management no longer anticipates that the EPS growth targets
for the LTIP and the CSOP will be achieved The Group uses a Black-Scholes pnicing model to determine the annual charge for its share-based

payments The assumptions used in this model for each share-based payment are as follows

TP CsoP SAYE® SAYER
Date of grant 220807 220807 211207 221208
Iniha! exercise pnce 00p 78 0p 60 6p 100p
Revised exercise price after capital rarsing adjustment 00p 727p 56 5p 93p
Number of shares granted initially 878,763 714,747 981,188 4,325,760
Revised number of shares after capital raising adjustment 942,932 766,939 1,052,848 4,642,065
Expected volatility 25 56% 2556% 28 06% 28 06%
Expected ophon hfe 3years 3 years 3 years 3 years
Risk free rate 5 30% 5 30% 457% 4 61%
Expected dividend yield 3% 3% 3% 3%

The share pnce at 31 March 2010 was 6 63p The average price duning the year was 7 90p Expected volatlity 1s based on histoncal volatiity

over the last three years of the construction and matenals sector
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10 Goodwill

2010 2009

£m em

At beginning of the year 229 223

Exchange differences 09 06

238 229

Goodwill 1s allocated to the Group’s CGUs A summary of the goodwill allocation i1s presented below

2010 2009
£m £m

Triton Showers 191 181
Tile Africa Group 47 38
238 229

The recoverable amount of a CGU 1s determined by a value-in-use calculation These calculations use cash flow projections based an financial
forecasts approved by management covenng a two year penod with a growth rate of 3% applied in future periods The key assumption for the
value-in-use calculations are those regarding discount rates, growth rates, future gross margin improvements and cash flows Discount rates of
between 11 0% and 14 3% have been applied depending on the region in which the CGU operates The discount rate 1s based upen the nisk free
rate for Government bonds adjusted for a nsk premium te reflect the increased nsk of Investing In equities and investing In the Group's specific
sectors and regions

The value-in-use calculations did not result In any impairment Neither a 1% reduction In future growth rate nor a 1% increase in the discount
rates would resutt in any impairment being required

11 Investments in associates

2010 2009
£m £m
At beginning of year 21 42
Share of loss after tax 21) 29)
Exchange differences — 04
— 21
Financial assets
At beginning of year 43 43
Share of loss after tax ©7) —
Impairment of assets (3 6} —
— 43

No goodwill has been attnibuted to the associate
Financial assets represent fong-term loans to the associate

The Group's share of the results of Its assoctate (see note 30), which is unlisted, and its share of the assets and liabilities are as follows

2010 2009

€m £m
Revenue 156 176
Loss after taxation (2 8) (2 5)
Total assets 263 307

Total habilities (19 3) {212}
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Notes to the group accounts continued
Year ended 31 March 2010

12 Trade investments

WWW norcros com

£m
Cost
At 1 Apnl 2009 and 31 March 2010 17
The Group's trade Investments as at 31 March 2010 are as follows
Percentage Nature of Country of
ownership business Incorporation
R J Beaurmont & Co (Pty) Limited 25% Tiles Australia
13 Property, plant and equipment
Land and Plant and
buldings equipment Total
£m £m em
Cost
At 1 Apnl 2008 302 638 940
Exchange differences 17 32 48
Addtions 01 42 43
Disposals (08) (36) 44)
At 31 March 2008 32 8786 988
Exchange differences 28 50 78
Additions 13 27 40
Disposals — (14) (14)
At 31 March 2010 353 739 1092
Accumulated depraciaton
At 1 Apnl 2008 70 41 4 48 4
Exchange differences 01 16 17
Charge for the year 09 54 63
Disposals — {30) 30}
At 31 March 2008 80 454 534
Exchange differences 03 26 29
Charge for the year 10 56 66
Disposals — Qn Q7
At 31 March 2010 93 529 622
Net book amount at 31 March 2009 232 222 454
Net book amount at 31 March 2010 260 210 470

Plant and equipment ncludes motor vehicles, computer equipment and plant and machinery
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14 investment properties
Investment
property
em
Cost
At 1 Apnl 2008 64
Disposals {01}
At 31 March 2009 and 31 March 2010 63
Accumulated depreciation
At 1 Apnl 2008 06
Charge for the year g1
At 31 March 2009 07
Charge for the year 01
At 31 March 2010 o8
Net book amount at 31 March 2009 56
Net book amount at 31 March 2010 55

Investment properties are held at cost and depreciated over 50 years with the exception of land which 1s not depreciated The Directors are

of the opimion that the fair value of the investment properties 1s not significantly different to their carrying value

15 inventories

2010 2009

£m £m

Raw matenals 87 87
Work in progress 08 08
Finished goods 278 270
374 365

Provistons held against inventones totaled £3 1m {2009 £2 4m)

The cost of Inventones recogrised as an expense within cost of sales in the iIncome statement amounted to £97 3m (2009 £85 2m)

During the year the Group charged £0 7m (2008 £1 3m) of mventory wnte-downs to the income statement, €0 7m (2008 £0 5m) 1s reflected

within cost of sales and £€nil (2009 £0 8m) 1s reflected in exceptional costs
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Notes to the group accounts continued
Year ended 31 March 2010

16 Trade and other receivables

|
i
|
\
WWW NOrcros com ;
|
I
I

Trade recevables
Less prowision for impairment of trade recevables

Trade recevables - net

Other receivables

Amounts owed by associates
Prepayments and accrued income

2010 2009
£€m £m
336 256
07 05
azg 251
28 3z
— 03
30 27
387 313

The fair value of trade receivables does not differ from the book value

Concentration of crechit nsk with respect to trade receivables 1s imited due to the breadth of the Group’s customer base Taking into account
the Group's credit Insurance, management believes that no further matenal provision 1s required in excess of the normal provision for Imparrment
of receivables Trade recevable credit exposure is controlted by credit imits that are set and reviewed by operational management an a

regular basts

The carrying amounts of the Group's trade and other receivables are denominated n the following currencies

Sterling
South Alncan Rand
Australian Dollar

Movements on the provision for impairment of trade recewvables are as follows

At beginning of year
Prowision for recevables impairment
Recevables winten off duning the year as uncollectable

At end of year

2010 2009
£m £m
300 241
73 60
14 12
387 313
2010 2003
£m £m
05 08
03 01
{01) o1
07 05

As at 31 March 2010, trade receivables of £28 Om (2008 £20 8m) were fully performing

The creation and release of the provision for imparred recevables has been included in administration costs in the Consolidated Income Statement

Armounts charged to this provision are generally wntien off when there 1s no expectation of recovenng additional cash
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16 Trade and other receivables continued
At 31 March 2010 trade receivables of £4 9m {2008 £4 3m) were past due but not impared These relate to a number of independent
customers for whom there i1s no recent history of default The ageing analysis of these receivables 1s as follows
2010 2006
£m £rn
Up to one month 36 33
One to two months o4 04
Two to three months 03 o2
Greater than three months 06 04
49 43
As of 31 March 2010, trade receivables of 80 7m (2009 £0 5m) were impaired and prowvided for The indmdually impaired receivables
were impaired at 100% of their gross value (2009 100%) The ageing of these receivables 15 as follows
2010 2009
£€m £m
Less than three months oz 01
Greater than three months 05 o4
07 05
The maximum exposure to credit sk at 31 March 2010 1s the carrying value of each class of receivable mentioned above The Group
does not hold any collateral as security
The other categories within frade and other recervables do not contain iImpaired assets
17 Cash and cash equivalents
2010 2009
£m £m
Cash at bank and in hand 39 73
Cash at bank and in hand include the following for the purposes of the Consclidated Cash Flow Statement
2010 2009
£m £m
Cash and cash equivalents as above 39 73
Less bank overdrafts (note 19) (28) 24
i1 49

Credit nsk on cash and cash equivalents is imited as the counterparties are banks with strong credit ratings assigned by international
credit rating agencies
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Year ended 31 March 2010
18 Trade and other payables
2010 2009
£m £m
Trade payables 220 186
Other tax and social secunty payables 22 21
Amounts owed to associates 06 06
COther payables 18 27
Accruals and deferred income 152 111
1417 351
The farr value of trade payables does not differ from the book value
19 Borrowings
2010 2009
£m £m
Non-current
Bank borrowings (secured)
- bank loans 200 510
—less costs of raising finance {(30) {03)
Total non-current 170 507
Current
Bank borrowings (secured)
- bank overdrafts (note 17} 28 24
Total borrowings 198 531
The far value of bank loans equals therr carrying amount, as they bear interest at floating rates
The repayment terms of borrowings are as follows
2010 2009
£m £m
Not later than one year 28 24
After more than one year
- later than two years and not later than five years 200 510
- costs of raising finance 20 {03)
170 507
Total borrowings 198 531

Capital risk management

The Group has available a £52 8m commitied banking facility which expires in October 2012 This prowvides the Group with a sound finanoial
structure for the medium term with £32 Bm being avallable for cash draw down Under this facility bank borrowings are secured by the Group's

UK assets
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19 Borrowings continued
Interest rate profile
The eflective mterest rates at the balance sheet dates were as follows
2010 2009
% %
Bank loans 35 53
Overdraft 35 45
The bank loans carry interest based on LIBOR plus a margin of 3 0% Overdrafts carry interest at base rate plus margin of 3 0%
Currency profile of net debt
The carrying value of the Group’s net debt 1s denominated in the following currencies
2010 2009
£m £m
Sterling 134 466
Euro 01 1
South African Rand {08) 20
Australian Dollar 29 24
US Collar 03 11
159 458
20 Denivative financial instruments
Duning the year the Group held financial instruments for two purposes
= financial instruments relating to the operations, financing and nsks of the Group’s operations, and
= financial nstruments relating to the financing and nsks of the Group s bank debt
The Group's financial nstruments compnse borrowings, cash, trade receivables and payables, interest rate swaps and forward exchange
contracts, except tor loans to associates which are held as non-current assets and analysed in note 11
Derivative financial instruments carried at fair value through the income statement
2010 2010 2008 2009
£m em £Em £m
Assets Liabihites Assets Liahiktes
Interest rate swaps — —_ —_ (13
Cross currency swap —_ (17) —_ ©on
Forward foreign exchange contracts 06 {0 5} 15 03
06 (2 2} 15 {17)

Interest rate swaps
The notional principal amounts of outstanding interest rate swap contracts at 31 March 2010 were Enil (2009 £48 0m)

At 31 March 2010, the fixed interest rates were ril% for Sterling borrowings {2009 3 75% for Sterling) and the main floating rates are base rate

and LIBOR Gains and losses recognised on Interest rate swap contracts to date have been taken to the income statement
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Notes to the group accounts continued
Year ended 31 March 2010

20 Derivative financial instruments continued

Cross currency swaps

The notional principal amount of outstanding cross currency swaps at 31 March 2010 was €6 6m (2009 €6 6m) The Group uses the cross
currency swap te hedge its foreign exchange exposure in refation to the Euro denominated loan made to its associate, Philkeram - Johnson SA
(note 11) However the value of this {oan has been fully impaired dunng the year and as a result the mark to market value of this swap,
being a £1 7m liability, has been charged to exceptional cperating items in the income statement

At 31 March 2010, the fixed interest rate receivable on the Sterling notional amount was 2 90% (2009 2 90%) and the fixed interest rate
payable was 3 16% (2009 3 16%) on the egquivalent Euro amount

The Group has not sought to adopt hedge accounting in respect of this denvative

Forward foreign exchange contracts
The notional pnincipal amounts of outstanding forward foreign exchange contracts at 31 March 2010 were €12 5m and US$12 1m
{2009 €13 2m and US$14 2m)

The hedged forecast transactions denorminated in foreign currency are expected to occur at various dates dunng the next twelve months
Gains and losses recognised on forward exchange contracts to date have been taken to the income statement

Sensitivity analysis

IFRS 7 requires the disclosure of a sensitmty analysis that details the effects on the Group's profit and loss and equity of reasonably possible
fluctuations in market rates To demonstrate these, hypothetical vanations of 1% increase or decrease in market interest rates and 5%
strengthening or weakening in major currencies have been chosen

(A) 1% Increase or decrease on market interest rates for most of the coming year
As the Group has net debt of £18 8m {excluding amortisec finance costs} the effect of a 1% change in market interest rates would be
approximately £0 2m per annum

(B) 5% strengthening or weakening 1n major currencies

A number of the Group's assets are held overseas and as such varnations in foreign currencies will affect the carrying value of these assets
A 5% strengthening of Sterling across all currencies would lead to a €1 7m devaluation in net assets Likewise a 5% weakening in Sterling
would lead to a £1 9m increase in net assets

The Group's profits and losses are exposed to both transiational and transactional risk of fluctuations in foreign currency nsk The Group
seeks to hedge the majonty of its transactonal risk using forward foreign exchange contracts After taking these hedges into account the
effect of a 5% strengtherung in both Sterling and South African Rand against all other currencies would be an increase in profits of £0 2m
Likewise a 5% weakening in both these currencies would lead to a £0 2m reduction in profits

21 Deferred tax
Deferred tax assets and labilities are ofiset when there 15 a legally enforceable nght to offset current tax assets against current tax abilities
and when the deferred income taxes relate to the same fiscal authonty

Deferred tax I1s calculated in full on temporary differences under the liability method using a tax rate of 28% (2009 28%) The movement
on the deferred tax account 1s as shown below

2010 2009
£m £m

Deferred tax asset at the beginning of the year — 09
Charged to iIncome statement — 09)
Credited to statement of comprehensive Income 26 —
Exchange differences — —
Deferred tax asset at the end of the year 26 —_
2010 2009

£m &m

Accelerated capital allowances - —
Other iming differences - —
Deferred tax asset/(liability) relating to pension surplus 26 02
Tax losses — 02

26 —
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21 Deferred tax cantinucd
The full potential asset/(lability) for deferred tax s as follows

2010 2008

£m £m
Accelerated capital aliowances 02 10
Other timing differences 48 52
Deferred tax asset/(lability} relating to pension surplus 23 02
Tax losses 198 198
Advanced corporation tax asset 50 50
N7 308

22 Provisions

Sauth Atrca
Warranty Restructuning UK property property

provision provision provision Prowsion Total
£m £m em m £m
At 1 Apn| 2008 11 01 102 —_ 114
Charged to the income statement 12 34 70 — 186
Amortisation of discount - — 05 — 05
Utiisation an (286) (2 6) — (6 3)
At 31 March 2009 12 08 151 — 172
Charged to the income statement 11 02 — 23 36
Amortisation of discount — —_ 0B —_ og
Utilisation 12 7 (33 04 (56)
At 31 March 2010 11 04 126 19 160

The warranty provision has been recognised for expected claims on products which remain under warranty It 1s expected that this expenditure
will be Incurred within five years of the balance sheet date

The restructunng provision has been recognised for expected habilities arising from re-organisations and company disposals This 1s expecled
to be utiised within twelve months of the balance sheet date

The UK and South Afnican property provisions have been recognised for expected liabiliies ansing from lease shortfalls on surplus Group
properties and so future expenditure 15 expected to be spread over several years

23 Retirement benefit obligations

(a) Pension costs

Norcros Security Plan

The Norcros Securty Plan, the principal UK pension scheme of Norcros plc subsidianes, 1s funded by a separate trust fund It ts predominantty a
defined benefit scheme, with a modest element of defined contribution benefits Norcros plc itself has no employees and so has no liabibties
in respect of these pension schemes

South Africa defined benefit schemes

The Group previously operated two separate defined benefit schemes for the benefit of the Group's South African employees These were
the TAL Pension Fund and the Johnson Tiles Pension Fund Both schemes were closed dunng the financial year 2007/08 and replaced
by defined contnibution schemes

Defined contribution pension schemes
Coninbutions made to these schemes amounted o £0 8m (2009 £0 9m)
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Notes to the group accounts continued
Year ended 31 March 2010

23 Retirement benefit obllgations continued
{b) 1AS 19, ‘Retirement benefit obligations'
Norcros Security Plan

The valuation used for IAS 19 disclosures has been based on the most recent actuanal valuation at 31 March 2009 and updated by

WWWwW NOreros com

Mercer Human Resource Consulting, a firm of quahifred actuanes, to take account of the requirements of IAS 19 In order to assess

the habilities of the scheme at 31 March 2010 Scheme assets are stated at their market value at 31 March 2010

South Africa defined benefit schemes

The actuanal valuations of the Group’s South Afncan defined benefit pension schemes, camed out in March 2005, have been updated
by Alexander Forbes Financral Services to take account of the requirements of IAS 19 The schemes were closed dunng the financial year
2007/08 and replaced with defined contribution schemes Following the agreement of the allocation of surplus assets, a surplus of £1 2m

has been recogrused as it 1s considered to be recoverable by the Group

(1) The pnncipal assumpttons used to calculate the scheme habilities of the Norcros Security Plan under I1AS 19 are

2010 2009

Projected Projected

unit Uit

Ciscount rate 570% 6 90%
Inflaton rate 3 30% 3 00%
Increase to deferred benefits during deferment (non-GMP liabilities) 3 30% 3 00%
Increases to pensions in payment {other than pre-1988 GMP habilities) 3 30% 3 00%
Salary increases 3 55% 4 00%

The mortality assumptions are based on standard mortality tables which allow for future mortality improvements The assumptions are that
amember who retires in 2010 at age 65 will on average live for a further 20 1 years (2009 19 4 years) after retirement if they are male and

22 9 years (2009 22 3 years) if they are temale

(1} The amounts recognised in the income statement are as follows

2010 2009
£m em
Included in operating loss
Current service cost 06 11
Past service curtallment/credits — (15)
06 04)
Included in |AS 19 finance costs/(income)
Interest cost 198 198
Expected return on ptan assets (18 7) (22 1)
11 {23)
Total amounts recogmsed in the income statement 17 @2n
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23 Retirement benefit obligations continued
(b} 1AS 19, ‘Retirement benefit obligations’ continued
() The armounts recognised in the balance sheet are determined as follows
Long-term Long-term
rate of return rate of return
expected at Value st  expected at Value at
31 March 31 March 31 March 31 March
2010 2010 2009 2009
% £m % £m
Equites - Norcros Securty Plan 8 00% 1491 910% 915
Bonds - Norcros Secunty Plan 560% 1173 6 90% 864
Cash and gilts - Norcros Securnity Plan 4 50% 872 4 20% 1218
- other — 12 — 05
Total market value of scheme assets 3548 3002
Present value of scheme liabilities (362 9) (298 4)
Pension (deficit)/surplus (8 1) 18
Compnsing
— Norcros Secunty Plan (23) 13
- other 12 05
(Deficity/surplus In schemes (81) 18
Amounts not recognised — (13)
(Deficit)/surplus recognised (81) 05
(iv) The movement on scheme surplus/(deficit) in the year is as follows
2010 2009
£m £m
Surplus at the beginning of the year 18 104
Contributions 11 21
Past service credits — 15
Currency translation adjusiments 02 —
Current service cost (06) {1 1)
Interest cost (19 8) {18 8)
Expected return on scheme assets 187 221
Cash repaid to the Group - 02
Actuanal loss (9 5) {132)
(Deficit)/surplus at the end of the year 81) 18
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23 Retirement benefit abligations continued
(b} 1AS 19, ‘Retirement benefit obligations’ continued
{v) The reconciliation of scheme assets I1s as follows
2040 2008
£m £m
Opening farr value of scherne assets 3002 3758
Employer contnbutions 11 21
Employee coninbutrons 07 08
Expected return on scheme assets 187 221
Benefits pard (23 2) (20 8)
Actuznal gain/{loss) on scheme assets 571 (79 6)
Cash repaid to Group - 02)
Currency translation 02 —
Closing farr value of scheme assets 3548 3002
() The reconcikiation of scheme habiliies 1s as follows
2010 2009
£m £m
Opening scheme liabilities (298 4) {365 4)
Current service cost (08) (11)
Employee contnbutions o 0 8)
Interest cost (19 8) (19 8)
Actuanal (loss}/gan (€6 6) 664
Benefits pad 232 208
Past service curtallment/credits — i5
Closing fair value of scheme llabilities (362 9) (298 4)
{vir} Amounts for current penod and previous four penods are as follows
2010 2009 2008 2007 2006
£m £m £m £m £m
Farr value of scheme assets 3548 3002 3758 3881 3866
Present value of defined benefit obliganons (362 9) (298 4) (365 4) (369 8) (379 6)
(Deficit)/surplus in the scheme (81) 18 104 183 70
Expenence adjustment on scheme assets 571 (79 6) (19 1) {13} 332
Expenence (loss)/gain on scheme habiities (59) -— — 52 01
{vin} Amounts recogmised in the statement of comprehansive Income are as follows
2010 2009
£m £m
Actuanal loss (85 (132)
Deferred tax asset recognised 26 —_
Restniction on recognition of surplus 13 84
{5 6) (4 8)
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24 Called up share capital

2010 2009
£000 £000

Issued and fully paid

577,326,112 ordinary shares of 1p each (2009 148,717,884 ordinary shares of 10p each) 5773 14,872

148,754,684 detferred shares of 9p each 13,388 —

18,161 14 872

warrant instruments

Dunng the year the Company executed a warrant instrument n favour of its prnncipal banks over 5% of its fully diluted ordinary share capital
excluding any shares 1ssued as part of a capital raising Therefore, followming the subsequent capital raising, these warrants represent 141%
of the 1ssued ordinary share capital at 31 March 2010 The warrants are exercisable at 8 97p per share at any time up to July 2017

Capital raising
Under the terms of the capital raising the Group 1ssued 285,766,932 ordinary shares through a firm placing and 142,804,496 ordinary shares
through a placing and open offer, both at 7p per ordinary share

Prior to the capital raising the Group divided each 10p ordinary shares into one 1p ordinary share and one 9p deferred share These deferred
shares carry no voting nghts

25 Consolidated cash flow statements
(a) Cash generated from operations

2010 2008
£m m

Loss before taxation (100) {4 8)
Adjustments for
— excephional items included in the ncome statement 82 77
- cash flows from excephonal costs (44) (4 3)
- other operating Income 1) —
- depreciation 67 64
- difference between pension charge and contributions ©5) {10}
- profit on disposal of property, plant and equipment — 06)
- finance costs 59 45
—finance income (0 6) {0 6)
- other finance cost/(iIncome) 11 {23)
- share of loss of associates 28 25
- share-based payments — 0 1)
~ exchange differences (04) {01
Operating cash flows before movement in working capitel 87 73
Changes in working capital
- decreasef(increase} in jnveniones 39 (19)
— {increase)/decrease in trade and other receivables {50) 40
—increase/(decrease) in payables 30 (26)
Cash generated from cperations 108 68

{b} Cutflow related to exceptional items
Thus includes expenditure charged to exceptional provisions relating to business rationalisation and restructunng including severance
and other employee costs
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25 Consolidated cash flow statements continued
(c) Analysis of net debt
Net Net
cash debt Total
£m £m &m
At 1 Apnl 2008 11 (47 6) (46 5)
Cash flow 39 28 11
Other non-cash movements — on 01
Exchange movement {©1) 02 03)
At 31 March 2009 49 (507 {45 8)
Cash flow {35) s 280
Rolled up nterest — {05 ©95)
Other non-cash movements — 27 27
Exchange movement {03) — 03)
At 31 March 2010 11 (17 0) (159)

Other non-cash movements relate to an increase in transaction costs of £3 Sm {2009 £nil) following the refinancing of bank debt in July 2009

less amortisation charged for the year of £0 8m {2008 £0 1m)

26 Capital and other financial commitments
{a) Capital commitments

2010 2009
£m £m
Contracts placed for future capital expenditure not prowided in the financial statements 03 10
(b) Operating lease commitments
2010 2009
£m £m
Total commitments under operating leases
- not later than one year 91 a1
— later than one year and not later than five years 273 287
— later than five years 309 353
673 731
Total future sub-lease payments receivable relating to the above operating leases amounted to £4 7m (2009 £5 2m)
The above operating iease commitments are analysed as
2010 2008
£m £m
Equipment
- not later than one year 11 10
— later than one year and not later than five years 15 15
— later than five years 01 —
Land and buildings
- nat later than one year 80 81
— later than one year and not later than five years 258 272
—later than five years 308 363
673 731
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26 Capital and other financial commitments continued
(c) Operating leases receivable
The Group leases certain of its investment properties to third parties  The total future minimum lease paymenis recervable are analysed below
2010 2008
£m £m
Total commitments under operating leases
- not later than one year 06 08
- later than one year and not later than five years 23 22
- later than five years 16 22
45 49
27 Related party transactions
The following transactions were carned out with related parties
(a} Loans to associates
2010 2009
£m £m
At beginning of year 43 43
Losses made by associate and imparment of loans (43) —
At end of year (note 11) — 43
Interest of £0 5m (2009 £0 5m) was charged in the year
(b) Sales of goods and services
2010 2009
£m £m
Sales of goods
~ assoctates 01 g2
Goods are sold to associates on normal commercial terms and conditions
{c) Purchases of goods and services
2010 2009
£m £m
Purchases of goods
- associates 27 27
- Prism Cement Limited {formerty H & R Johnson (India} Limitedl} 09 03
Purchase of services
- commissions paid to major shareholder 01 —
37 30

Goods are purchased from associates on normal cormmercial terms and conditions

Comrmussions of £0 1m were paid to lifestyle tnvestments PVT Limited which owns 29 92% of the Company's issued share capital
This Company 1$ owned by Prism Cement Limited, a company in which Vijay Aggarwal 1s a Director
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27 Related party transactions continued
(d) Year end balances arising from sales/purchases of goods and services

2010 2009
£m £m

Recewables from related parties {note 16)

— associates — 03

Payables to related parties {note 18)

- associates ©9 (@6)

- Prnsm Cement Limited (formerly H & R Johnson {India) Limited) ©2) o1

28 Contingent habilities
The Company's matenal UK subsidianes have entered into a guarantee and debenture which effectively means that all of therr assets,
property or otherwise, and undertakings are charged in favour of the secunity agent acting on behalf of the iending banks to the Company

29 Post balance sheet events

On 1 June 2010 the Group disposed of its 25% interest n R J Beaumont & Co (Pty) Limited for a net consideration of £4 3m The carmying

value of this investment at 31 March 2010 was £1 7m, therefore a profit on disposal of £2 6m will, accordingly, be reported in the Group's
financial statements for the year encing 31 March 2011

30 Principal subsidiaries and associated company

The prncipal Group subsidianes and associates are disclosed below Transactions between subsidianes and between the Parent Comparty

and #s subsidianes are eliminated on consolidation
UK
= Norcros Group {Holdings) Limited

Overseas
= Johnson Tiles (Pty) Limited* {incorporated in Austraha}

= Philkeram — Johnson SA* (Associated company — 50%**, incorporated in Greece)

= Norcros SA (Pty) Limited* trading as Johnson Tiles {Pty) imited, TAL and TAF {incorporated tn South Afnca)
* The Group nterest 1s owned by Group comparues ather than Norcros plc

** Thig investment is accounted far as an associate as the Directors do not exert control over the financial and operating activities

Notes

Unless otherwse stated, all companies are 100% owned and all UK companies are incorporated and operate in Great Britain and are
registered in England Overseas companies operate in the countries in which they are incorporated

Only those subsidiary undertakings and asscciated companies whose results principally affect the financial statements of the Group
are included above
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Independent auditors’ report
To the members of Norcros plc

We have audited the Parent Company financial staternents of Norcros ple for the year ended 31 March 2010 which compnse the Parent Company
Balance Sheet and the related notes The financial reporting framework that has been applied in therr preparation 1s apphcable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective respansibilities of Directors and auditors

As explained more fully in the Staternent of Directors' Responsibiliies set out on page 36, the Dectors are responsible for the preparation
of the Parent Company financial statements and for being satisfied that they give a true and fair view Our responsibility Is to audit the Parent
Company financial statements in accordance with applicable law and International Standards on Auditing (UK and Iretand) Those standards
require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opintons, has been prepared for and only for the Company's members as a body in accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for no other purpose We do not, in giving these opinions, accept or assume responsibility for
any other purpose or to any other person to whom this report 1s shown or Into whose hands it may corne save where expressly agreed
by our prior consent in wiiting

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufhcient to give reasonable assurance that
the financial statements are free from matenal misstatement whether caused by fraud or error This Includes an assessment of whether the
accounting policies are appropnate to the Parent Company's circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting esbmates made by the Directors, and the overall presentation of the financial statements

Opinion on financial statements
In our opinion the Parent Company financial statements
— give a true and fair view of the state of the Company's affarrs as at 31 March 2010
= have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Prachce, and
— have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matters prescribed by the Companies Act 2006
In our opinicn
= the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the Companies Act 2006, and
= the information given in the Directors’ Report for the financial year for which the Parent Company financial statements are prepared
1S consistent with the Parent Company finanaial statements
Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us 1o repart 1o you if, In our opinion

= adequate accounting records have not been kept by the Parent Campany, or returns adequate for our audit have not been received
from branches not wisited by us,

= the Parent Company financial statements and the part of the Directors’ Remuneration Report to be audited are not in agreement
with the accounting records and returns,

— certain disclosures of Directors’ remuneration specified by law are not made, or

= we have not received all the information and explanations we require for our audit

Other matter
We have reported separately on the Group financial statements of Norcros plc for the year ended 31 March 2010

Nigel Richens (Sentor Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

22 June 2010
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Parent company balance sheet
At 31 March 2010

2010 2009
Notes £m €m

Fixed assets

Investments 3 1773 1773

Current assets

Debtors 4 - 01

Creditors amounts faling due within one year

Other 6 24 (17 G}

Net current habilities {24) (16 9}

Total assets less current labilities 1749 1604

Creditors amounts falling due after more than one year

Borrowings - bank and other loans 5 (17 0) (507

Net assets 1679 1097

Financed by

Share capital 8 192 149

Share premium account 9 868 63 4

Profit and loss account 9 519 314

Total shareholders’ funds 9 1679 1097

The {inancial statements on pages 70 10 73 were approved on 22 June 2010 and signed en behalf of the Board by

Lol

J Matthews N P Kelsall
Group Chief Executive Group Finance Director
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Notes to the parent company accounts
Year ended 31 March 2010

1 Statement of accounting polices

Norcros ple prepares its financial statements on the going concern basis under the histoncal cost basis of accounting with the exception of
share-based payments which are measured at far value at the date of grant and in accordance with both applicable Accounting Standards
In the UK and the Companies Act 2006 A surnmary of the more important accounting polices which have been applied consistently is set
out below

Accounting reference date
The Company s year end 1s stated as 31 March

Investments
Investments held as fixed assets are stated at cost, less any provision for imparrment Dividends received from investments are included
within turnover and recognised on receipt of the gividend

Foreign currency transactions
Monetary assets and habilives expressed n foreign currencies are translated inte Sterling at rates applicable at the year end Exchange
gains and losses are dealt with in armving at the operating profit

Taxation

Deferred taxation has been recognised as a hability or asset 4 transactions have occurred at the balance sheet date that give nise to
an obligation to pay more taxation in the future, or a nght to pay less taxation tn the future An assel 1s recogrised only when the transfer
of economic benefits 1s more likely than not to occur

Profit and loss account
A separate profit and loss account dealing with the results of the Company has not been presented as permitied by Section 408 of the
Companies Act 2008

Cash flow statement
As the Group prepares consolidated financial statements, the Company s exermnpt from publishing a cash flow statement, under FRS 1
(revised 1996)

Dividend distribution
Drvidend distnbution to the Company's shareholders is recognised as a liability in the financial statements in the perniod in which the dwvdends
are approved by the Company's shareholders or when paid if earler

Financial assets and liabilitres

Borrowings — the Company measures all borrowings initially at fair value This Is taken to be the farr value of the consideration recerved

Transaction costs (any such costs that are incremental and directly atinbutable to the 1ssue of the financial msirument) are included in
the calcutation of the etfective interest rate and are, in effect, amortised through the income statement aver the duration of the borrowing

Borrowings are classified as current liabilities unless the Company has an unconditional nght to defer settlernent of the hability for at least
twelve months after the balance sheet date

Share-based payments

The Company operates a number of equity-settled, share-based compensation plans The farr value of the employee services receved In
exchange for the grant of options 1s recognised as an expense The total amount to be expensed over the vesting penod s determined by
reference 1o the farr value of the options granted excluding the impact of any non-market vesting condibons Non-market vesting conditions
are included in assumptions about the number of options that are expected to vest At each balance sheet date, the Comnpany revises its
estmates of the number of options that are expected to vest It recognises the impact of the revision ta onginal estimates, If any, in the
income statement, with a corresponding adjustment to equity

Related partres
Related party disclosures are made in the Group accounts under note 27

2 Other information
Cther than the Directors, who receive no emoluments from the Parent Company, the Company has no employees Detalls of the Directors’
emoluments can be found in note 4 of the Group accounts

Auditors’ remuneratton of £5 000 {2009 £5,000) is borne by the Company's subsidiary
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Notes to the parent company accounts COﬂtIﬂU@d
Year ended 31 March 2010

3 Investments

Shares in
subsidianes.
£m
At 1 Apnil 2009 and 31 March 2010 1773
The Company owns 100% of the share capital of Noreros Group (Holdings) Limited, a company incorporated in England and Wales
The principal activities of the subsidiary are to act as an intermediate holding company and a manufacturer and distnbutor of tiles
and showers
Detalls of the principal operating subsidiarnies indirectly owned by the Company ate shown in note 30 of the Group accounts
4 Debtors
2010 2009
£m €m
Amounts due within one year
Prepayments — 01
S Borrowings
2010 2009
£m £m
Loans and bank overdrafts - secured 200 510
Costs of raising finance (30) ©3)
170 507
Repayable after more than one year
- between two and five years 200 510
- costs of raising finance (30) 03
170 507

Loans and bank overdrafts are secured on the Group's UK assets and principally carry interest based on LIBOR Bank loans are repayable
on expiry of the current banking arrangements in Cctober 2012

6 Creditors - amounts falling due within one year

2010 2009

Em £m

Amounts owed to Group undertakings 15 168
Other creditors 09 02
24 170

Amounts owed to Group underiakings are unsecured, interest free and repayable on demand

7 Deferred tax
No deferred tax has been recognised in the financial statements as the Company does not believe that utilisation of these losses 1s probable
In the near future

The full potential assel for deferred taxation 1s as follows

2010 2009
£m £m

Tax losses 73 72
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8 Share capital

2010 2008
£000 £000
Issued and fully paid
577.326,112 ordinary shares of 1p each (2009 148,717 884 ordinary shares of 10p each) 5773 14,872
148,754,684 deferred shares of 9p each 13,388 —

19,161 14,872

Warrant instruments

Dunng the year the Company executed a warrant instrument in favour of its principal banks over 5% of its fully diluted ordinary share capital
excluding any shares 1ssued as part of a capital raising Thersfore, following the subsequent capital raising, these warrants represent 1 41%
of the issued ordinary share capital at 31 March 2010 The warrants are exercisable at 8 97p per share al any time to July 2017

Capital raising
Under the terms of the capital raising the Group 1ssued 285,766,932 ordinary shares through a firm ptacing and 142,804,496 ordinary shares
through a placing and open ofier, both at 7p per ord:inary share

Prior to the capital raising the Group dvided each 10p ordinary share into one 1p ordinary share and one 9p deferred share

9 Reconciliation of movement in shareholders’ funds

Share Proft

Share premum and loss
capital account account Total
£m £m £m &m
At beginning of year 149 834 314 1097
Issue of new shares (net of transaction costs) 43 234 —_ 277
Profit for the year — - 205 205
At end of year 192 868 519 1579

10 Contingent iabilities
The Company has entered into a guarantee and debenture which effectively means that all of its assets, property or otherwise, and undertakings
are charged in favour of the secunty agent acting on behalf of the lending banks to the Company

11 Financial risk management objectives and policies
A description of the Group's financial nsk management policies are prowided in the Directors’ Report on page 23 These objectives and
policies also apply to the Company

12 Share-based payments

The grants and related accounting treatment adopted by Norcros plc under FRS 20 'Share-based payments’, are identical to those adopted
by the Group under [FRS 2 Share-based payments’ For details refer to note 9 in the Group accounts
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Notice of annual general meeting

Notice 15 given that the 2010 Annual General Meeting of the Company will be held at the Stanneylands Hotel, Stanneylands Road, Wilmslow,
Cheshire SK9 4EY on Wednesday 28 July 2010 at 11 00 am to transact the business set out below Resolutions 1 to 8 below will be proposed
as ardinary resolutions and resolutions 9 to 12 will be proposed as special resolutions

Ordinary business

1 To recewve the audited accounts and the Auditors’ and Directors’ Reports for the year ended 31 March 2010
To approve the Board's Remuneration Report for the financial year ended 31 March 2010

To efect Vijay Aggarwal as a Director

To re-elect Les Tench as a Director

Te re-elect Jamie Stevenson as a Director

To re-appoint PricewaterhouseCoopers LLP as auditors

~N o b oW N

To authonse the Directors to determine the auditors’ remuneration

Special business
Ordinary resolution - authority to allot shares
8 Thatthe Directors are generally and uncondittonally authonsed pursuant to Section 551 of the Campanies Act 2006 to exercise all the

powers of the Company to allot shares in the Company and to grant nghts to subscribe for or to convert any securnity into such shares
(“Allotment Rights”), but so that

() the maximum amount of shares that may be allotied or made the subject of Allotment Rights under this authonty are shares with

an aggregate nominal value of £3,848,445 (representing approximately two thirds of the Company's 1ssued ordinary share capital),
of which

(1} one half may be allotted or made the subject of Allotment Rights in any crcumstances, and

(0} the other half may be allotted or made the subject of Allotment Rights pursuant to any nghts issue (as referred to in the
Financial Services Authonty's isting rules) or pursuant to any arrangements made for the placing or underwnting of ather
allocation of any shares or other securities included in, but not taken up under, such nghts Issue,

{b) this authonty shall expire on 27 Qctober 2011 or, # earlier, on the conclusion of the Company's next Annual General Meeting,

(¢) the Company may make any offer or agreement before such expiry which would or might require shares to be allotted or Allotment
Rights to be granted after such expiry, and

(cl) all authonties vested in the Directors on the date of the Notice of this meeting 1o allot shares or to grant Allotment Rights that remain
unexercised at the commencement of this meeting are revoked

Special resolution - disapplication of pre-emption rights

9 That the Directors are empowered pursuant to Section 570 of the Companies Act 2006 to allot equity secuniies, as defined in Section 560
of that Act, pursuant to the authonty conferred on them by resolution 8 in the Notice of this meeting or by way of a sale of treasury shares
as If Section 561 of that Act did not apply to any such allotment, provided that this power ts imited to

(a) the allotment of equity securities in connection with any nights 1ssue or open offer (each as referred to in the Financial Services
Authority's listing rules) or any other pre-emptive offer that 1s open for acceptance for a period determined by the Directors to the
holders of ordinary shares on the register on any fixed record date in proportion to therr holdings of ordinary shares (and If applicable,
10 the holders of any other class of equity secunty In accordance with the nghts attached to such class), subject In each case to such
exclusions or other arrangements as the Directors may deem necessary or apprapnate in relation to fractions of such secunties, the
use of more than one currency for making payments i respect of such offer, any such shares or other securities being represented

by depositary receipts, treasury shares, any legal or practical problems in relation to any temtory or the requirements of any regulatory
body or any stock exchange, and

(b) the allotment of equity securities (other than pursuant to paragraph (a) above) with an aggregate nominal value of £288 663
(representing 5% of the Company’s issued ordinary share capital),

and shalt expire when the authonty conferred on the Directors by resolution 8 in the Notice of this meeting expires save that, before the expiry
of this power, the Company may make any offer or agreement which would or might require equity secuniies to be allotted after such expiry
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Special business continued

Special resolution - authonity to purchase own shares on market

10 That the Company Is generally and unconditionally authonsed pursuant to Section 701 of the Companies Act 2006 to make market
purchases (as defined in Section 893 of that Act) of ordinary shares of 1p each in its capital, prowded that

{a) the maximum aggregate number of such shares that may be acguired under this authonty I1s £57,732,611 {representing 10% of the
Company’'s issued ordinary shares),

{b} the minimum price (exclusive of expenses) which may be paid for such a share I1s its nominal value,

{¢) the maximum price (exclusive of expenses) which may be paid for such a share 1s the maximum price permitted under the
Fimancial Sernces Authonty's isting rules or, In the case of a tender offer (as referred to In those rules), 5% above the average
of the middle market quotations for an ordinary share (as derived from the L.ondon Stock Exchange's Dally Official List) for
the five business days immediately preceding the date on which the terms of the tender offer are announced,

{d} this authonty shall expire on 27 Qctaber 2011 or, if earlier, on the conclusion of the Company's next Annual General Meeting, and

{e} before such expiry the Company may enter into a contract to purchase shares that would or might require a purchase to be
completed after such expiry

Spetcial resolution - calling of general meetings on 14 clear days’ notice
11 That any general meeting of the Company that 1s not an Annual General Meeting may be called by not less than 14 clear days’ notice

Special resolution - new Articles of Association

12 That the regulations contaned in the document produced {0 the meeting and intialled by the Chairman of the meeting for the purpose of
identificatron are adopted as the Company's new Articles of Association In substitution for and to the exclusion of the Company's exsting
Arlicles of Association

By order of the Board

D W Hamilton Registered office
Director and Company Secretary Ladyfield House
22 June 2010 Station Road

Wilmslow

Cheshire SK9 1BU

Notes
1 Amember who Is entitled to atlend and vote at the meeting 15 entitled to appoint another person, of two or more persons in respect
of different shares held by him/her, as his/her proxy to exercise all or any of lus/her rights to attend and to speak and vote at the meeting

2 The nght of a member of the Company to vote at the meeting will be determined by reference to the register of members A member must
be registered on that register as the holder of ordinary shares of 1p each ("ordinary shares”) by 6 00 pm on 26 July 2010 in order 1o be
entitted to attend and vote at the meeting as a member in respect of those shares (or in the event of adjournment, on the date which 1s
two days before the trme of the adjourned meeting)

3 A member wishing to attend and vote at the meeting in person should arrive prior to the time fixed for its commencement A member
that 1s a corporation can only attend and vote at the meeting In person through one or more representatives appointed m accordance
with Section 323 of the Companies Act 2006 Any such representative should bring to the meeting written evidence of his/her appomtrment,
such as a certiied copy of a Board resolution of, or a letter from, the corporation concerned confirming the appointment  Any member
wishing to vote at the meeting without attending in person or (in the case of a corporation) through its duly appointed representative must
appoint a proxy to do so Forms for the appointment of a proxy that can be used for this purpose have been prowided to members with
this Natice of meeting To be valid, a proxy appotntment form must be completed in accordance with the instructions that accompany
it and then delivered {logether with any power of attorney or other authonty under which itis signed, or a certified copy of such item) to
Capita Registrars, Proxy Department at The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU sc as to be receved by 11 00 am
on 26 July 2010 Alternatively. a member may appomt a proxy online by following the instructions for the electronic appointment of a
proxy at www capitashareportal com In order 1o be a valid proxy appointment, the member's electrome message confirming the details of
the appointment completed m accordance with those instructions must be transmitied so as to be receved by the same time Members
who hold therr shares In uncertificated form may also use “the CREST voting service” to appoint a proxy electronically, as explained
overieal Appointing a proxy will not prevent a member from attending and voting in person at the meeting should he so wish
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Notice of annual general meeting continued

Notes continued

4

10

Any person to whom this Notice Is sent who is curently nominated by a member of the Company to enjoy information nghts under Section 146
of the Companies Act 2006 (a “nominated person”) may have a nght under an agreement between himyher and that mernber to be apponted,
or to have someone else appointed, as a proxy for the meeting If a nominated person has no such night or does not wish to exercise it,
he/she may have a nght under such an agreement to give instructons to the member concemed as to the exercise of voting nghts The statement
in note 1 on page 75 of the nghts of a member in relation to the appointment of proxies does not apply to a nominated person Such
nghts can only be exercised by the member concerned

Voting on all resclutions will be conducted by way of a poll, rather than a show of hands This 1s a more transparent method of voting as
members’ voles are counted according to the number of ordinary shares held As soon as practicable following the meeting, the results
of the voting at the meeting and the numbers of proxy votes cast for and against together with the number of votes actively withheld

In respect of, each of the resclutions will be announced via a Regulatory Information Service and will alse placed on the Company's
website at www norcros com

As at 18 June 2010 (being the latest practicable date prior to the printing of this document) (1} the Company's 1ssued share capital
consisted of 577,326,112 ordinary shares of 1p carrying one vote each and 148,754,684 deferred shares of Sp carrying no voting nghts,
and () the 1otal voting nghts in the Company were 577,326,112

Each member attending the meeting has the night to ask questions relating to the business being dealt with at the meeting which, In
accordance with Section 319A of the Compantes Act 2006 and subject to some exceptions, the Company must cause to be answered
Information relating to the meeting which the Company ts required by the Companies Act 2006 to publish on a website In advance of the
meeting may be viewed at www norcros com A member may not use any electronic address provided by the Company in this document
or with any proxy appointment form or in any website for communteating with the Company for any purpose In relation to the meeting
other than as expressly stated in it

It 1s possible that, pursuant to members' requests made in accordance with Section 527 of the Companies Act 2006, the Company will
be required to publish on a website a statement in accordance with Section 528 of that Act setting out any matter that the members
concerned propose to raise at the meeung relating 1o the audit of the Company's latest audited accounts The Comparny cannot require
the members concerned to pay its expenses in complying with those sections The Company must forward any such statement to its
auditors by the ime it makes the statement avallable on the website The business which may be dealt with at the meeting includes any
such statement

CREST members who wish to appoint one or more proxies through the CREST system may do so by using the procedures descnbed

in “the CREST voting serce” section of the CREST Manual CREST personal members or other CREST sponsored members, and those
CREST members who have appointed one or more voting service providers, should refer to thewr CREST sponsor or voting service
provider(s), who will be able 1o take the appropriate action on therr behalf In order for a proxy appointment or a proxy instruction made
using the CREST voting service to be valid, the appropnate CREST message (a "CREST proxy appointment instruction”) must be properly
authenticated in accordance with the specifications of CREST's operator, Euroclear UK & Ireland Limited {"Euroclear"), and must contain
all the relevant nformation required by the CREST Manual To be valid, the message (regardless of whether it constitutes the appointment
of a proxy or 13 an amendment 1o the nstruction given to a previously appointed proxy) must be transmitted so as to be received by
Capita Registrars {ID RA10}, as the Company's “issuer’s agent”, by 11 00 am on 26 July 2010 After this time any change of instruction to

a proxy appointed through the CREST system should be communicated to the appointee through other means The time of the message's
receipt will be taken to be when (as determined by the timestamp applied by the CREST Applications Host) the issuer’s agent Is first able
to retnieve 1t by enguiry through the CREST system in the prescribed manner Euroclear does not make avalable special procedures in
the CREST system for transmitting any particular message Normal system timings and limitations apply in relation to the input of CREST
proxy appointment instructions It 1s the responsibility of the CREST member concerned to take (or, it the CREST member 1s a CREST
personal member or a CREST sponsored member or has appointed any voting serce provider(s) to procure that his CREST sponsor
or voling service provider(s) take(s)) such achon as 1s necessary to ensure that a message 1s transmitted by means of the CREST system
by any particular trme CREST memibers and, where applicable, therr CREST sponsors or voting service providers should take Into account
the provstons of the CREST Manual conceming timings as well as iis section on “Practical imitations of the system” In certain crcumstances
the Company may, in accordance with the Uncertificated Secunties Regulations 2001 or the CREST Manual treat a CREST proxy
appaintment instruction as mvald

Please note that the Company takes all reasonable precautions 10 ensure that no viruses are present in any etectronic communication
which it sends, but the Company does not accept responsibility for any loss or damage ansing from the opening or use of any email or
attachment sent by the Company, and the Company recommends that members subject all emails and attachments to virus checking
procedures pnor to opening or use Any electroric communication receved by the Company or Capita Registrars (including the
lodgement of an electronic proxy form) which 1s found to contain any virus will not be accepted




