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Value added engineering

Molins is focused on working with
customers to meet their business
requirements. As markets change,
we also change to ensure that

we continue to serve clients’ needs.
We deliver through providing our
customers with engineering solutions
and service and support.

Value added engineering
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Group at a glance

Molins supplies quality machinery, related
support services and systems, principally to
the fast moving consumer goods sectors,
including tobacco, food and other high
volume products. |

Tobacco Machinery Packaging Machinery

Designs, manufactures, markets and services  Designs, manufactures, markets and services

specialist machinery for the tobacco industry. specialist machinery for other fast moving
consumer goods industries.

Operating units and locations

Molins Tobacco Machinery, Saunderton, UK Operating units and locations

Molins do Brasit, Curitiba, Brazil Langen Packaging, Ontario, Canada

Molins Far East, Singapore Langenpac, Wijchen, The Netherlands

Moalins Kunming Service Centre, China Molins ITC Machinery, Coventry, UK

Molins Richmond, Virginia, USA Sandiacre Packaging Machinery, Nottingham, UK
Molmac Engineering, Mitton Keynes, UK Sandiacre Richmond, Virginia, USA

Kunming Molins Tobacco Machinery

Company, China :

Molins Tobacco CIS, Moscow, Russia

2 Group at a glance
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Financial highlights

Molins annual report and accounts 1992

1999 1008
For the year ended 31 December £m £m
Operations
Tumover 110.6 170.2
Profit before taxation (before exceptional items) 37 9.2
Profit/(foss) before taxation (after exceptional items) 34 {(6.6)
Shareholders’ funds 68.3 70.4
Net cash 8.2 10.9
UK exports
Exports from UK 52.1 g1.2
Percentage of total UK tumover 76% 86%
Amount per ordinary share
Eamings (before exceptional items) 6.6p 16.3p
Earnings/(loss) (after exceptional items) 11.8p (36.2p
Dividends 6.5p 8.0p
Net assets 208p 196p
Turnover by division in 1999 (£m) Turnover (£m) Profit before taxation
before exceptional items (&m}
[ 654 IEEER B 2328 [1897 112 ]
o 40.9 [1g98” 170.2 [ 1998 9.2
1 Tobacco Machinery
2 Packaging Machinery
Turnover by destination in 1999 ($m) Earnings per share Dividends per share (pence)
before exceptional items (pence)
41.2 IEEEY 63 [1997 15.0 |
[19gs 8.3 [1998 80 ]
1999
1
2 United Kingdom
3 Continental Europe
4  Asia
5 Rest of the world
Financiat highlights 3




Chairman’s statement and operating review

Peter Byrom Chairman

Chairman’s statement

The Packaging Machinery division achieved
good growth in orders, activity, sales and
profits. The market for tobacco machinery
showed further decline, affecting sales

of original equipment and, to a lesser
extent, spares.

Turnover {continuing operations)

" 1009

1998
£m &m charge
Tobacco Machinery  68.4 1002 32
Packaging Machinery 42.2 404  +5
1106 1406 -21

Tobacco Machinery

Dernand for tobacco machinery continued
to decline through the year. The market has
been affected by the major consolidation
among manufacturers of cigarettes, the
rationalisation of manufacturing facilities
by most manufacturers and the decline in
smoking in many Western economies.
There have been very few new orders for
original equipment throughout the industry
and the demand for spares has reduced
as manufacturers retire surplus equipment
and consalidate spares inventories within
fewer factories.

Molins has responded by reducing the scale
of its operations. At the end of 1999 there
were 815 people employed in the Tobacco
Machinery division compared with 2,000

in June 1997. The transfer of the spares
business from Peterborough to Saunderton
was more difficult than originally envisaged
and resutted in a decline in factory efficiency.
The issues are being addressed and
efficiencies and customer service are
improving progressively.

Moalins has the greatest share of machines
installed with cigarette manufacturers
worldwide. We are continuing to develop
partnerships with our customers to prolong
the life and enhance the efficiency of installed
equipment while maintaining the resources
necessary to respond to any increases in
demand for original equipment.

Packaging Machinery

Langen, based in Toronto, Canada, is a
leading manufacturer of horizontal cartoning
equipment for manufacturers of pharmaceutical
and fast moving consumer goods. Its sister
company, Langenpac, is based in Wijchen,
the Netherlands. They provide innovative
solutions for complex and novel packaging
concepts as well as a standard range of
equipmerit. Sandiacre, based in Nottingham
and in Richmond, Virginia, USA, is a leading
manufacturer of vertical form fill and seal
packaging equipment. Coventry based Molins
International Technology Centre Machinery
(*ITCM") carmies out specific product
developments on behalf of Molins' existing
businesses as well as for external customers.

Chairman’s staternent and operating review
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Excluding the turnover of Molins Australia,
sold in 1999, the Packaging Machinery
division's sales grew by 9% in the year.

The sales growth is less than the increase in
activity rate. At the end of 1999 there were
several contracts, including a major one for
a multinational pharmaceutical group, which
were well advanced and will be delivered and
{aken to profit in the first half of 2000.

The new management teams at Langen
and Langenpac have settled in well.

Both companies have strong order books.
Sandiacre has had a mixed year, with sales
in the Americas growing by some 24% but,
while the UK remained quite bucyant,
demand in continental Europe was weak.
This resulted in an overall reduction in
Sandiacre's sales.

ITCM continues its development work with
Unilever for pyramid and other tea-bag
equipment. Sales have been made into the
UK, France and South Africa in the year.
Other innovations in the year included the
devefopment of machines for personal
hygiene products, cereal packaging and
flexible packaging applications.




Operating results

Operating profits for the Packaging
Machinery division increased from £2.1m to
£3.0m, an increase of 43%, while those of
the Tobacco Machinery division fell from
£6.4m to £0.3m in line with the expectation
expressed in the interim statement.

The Company had a positive net cash
balance throughout the year and earmned
interest of £0.4m (1998: £0.1m).

ln the: second half of the year the Company
closed its Australian subsidiary. |t was no
longer viable having lost its Langston
distributorship following the sale of Langston
by the Company in 1998. This resulted in an
exceptional post-tax loss of £0.2m. Also, in
the second half of the year agreement was
reached with the purchasers of Langston on
all outstanding matters arising from the sale.
This resulted in an exceptional charge before
tax of £0.2m and an exceptional tax credit of
£2.9m. The effect of the exceptional items
was to increase eamings by £1.8m.

Tax on operating results amounted to £1.3m,
an effective rate of 35.1%. This amount
includes withholding taxes of £0.4m on
dividends paid by foreign subsidiaries.

Eamings per share before exceptional items
amounted to 6.6p (1998: 16.3p). After
exceptional tems eamings per share
armounted to 11.8p (1998: loss of 36.2p).

Shareholders’ funds and cash

During the year the Company purchased for
cancellation a total of 3,097,045 shares,
representing 8.7% of the issued capital, at an
aggregate cost of £3.8m. The average price
at which shares were purchased was 123p.

Equity sharehclders’ funds before purchases
increased from £69.5m to £71.2m.

The purchases reduced year end equity
shareholders' funds fo £67.4m. Net assets
per ordinary share increased from 196p fo
208p, an increase of 6%.

The net cash balances at the beginning of
the year amounted to £10.9m and closing
balances amounted to £8.2m, Net cash flow
benefited from £4.5m proceeds in relation
to the Langston agreementand £1.1m
proceeds from the sale and closure of the
business activities of Molins Australia.

These inflows were offset by a cash outflow
of £5.5m in relation to continued
restructuring in the Tobacco Machinery
division and £3.8m in connection with share
purchases. The balance of the restructuring
provision at the year end amounted to £3.4m.
The net cash flow from operating activities,
excluding restructuring costs, amounted to
£4.6m (1998: £15.9m}.

Dividend

The directors have proposed a final dividend
of 4.0p per share which with the interim
dividend of 2.5p gives a total dividend for the
year of 6,5p (1998: 8.0p). The final dividend
will be paid on 17 May 2000 to ordinary
shareholders registered on 14 April 2000.

Board changes

1 was appointed o the Board as a non-
executive director on 4 February 1999,

David Cowen was appointed Group Finance
Director on 8 February 1999 and

Dr Amar Sabberwal joined the Board as a
non-executive director on 4 May 1986,
Michael Steen was appointed on 29 February
2000 as a non-executive director.

Chaiman's statement and operating review
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At the Annual General Meeting on 21 April
1999 Michael Orr retired as Chairman, Sir
Lindsay Bryson and Dr John Pamaby retired
as directors and | was appointed Chairman.

On 9 December 1999 Peter Grant stepped
down as Group Chief Executive following a
period of major rationalisation. We are
grateful to him for his contribution in a time

of great transition. | assumed executive
responsibility for the Group and Dr Sabberwal
has been appointed Chief Executive of the
Tobacco Machinery division. Mr Grant
resigned as a director on 9 February 2000.

Employees

Employees throughout the organisation have
demonstrated their dedication to the Group
and | thank them for their contribution during
the year.

Outlook

The next few months will see further
rationalisation and reorganisation of the
Tobacco Machinery division to bring its
activities in line with market conditions.
Steps are being taken to improve productivity
and to reduce costs. A series of projects

is in progress to enhance the service to our
customers to meet their needs and to
develop partnerships with customers to
mutual advaniage. We also continue to
focus on the better utilisation and efficient
use of the assets employed in the division.

The Packaging Machinery division has strong
order books and we expect to show further
good progress in 2000.




Operating review

Tobacco Machinery

Demand for original equipment remained at
very low levels and sales of spare parts and
services were also affected as customers
reduced their stockholdings. The division
continues to restructure in order to improve
efficiency and develop its activities in the
after-sales market.

The division continued to face very difficult
market conditions. As noted in last year's
report, the opening order book in 1999 for
original equipment was significantly down
an the level in 1998. Demand for original
equipment during the year has continued at
low levels and, together with a weakening in
demand for after-market products, total
tumnover in the division has reduced sharply
from 1998 levels.

The division experienced a 32% decrease

in sales to £68.4m (1998: £100.2m) and
operating profit was £0.3m (1998: £6.4m).
The major cigarette manufacturers continue
to consolidate their activities and use their
assets more efficiently. We take the view that
demand for original equipment will remain at
very low levels over the next few years and
that demand for spare parts is unlikely to
increase in the short—term as customers
rationalise their stockholdings.

However, demand for the rebuilding and
refurbishment of machines and for other
services, such as enhanced performance
kits for existing machinery and preventative
maintenance audits, provides the division with
opportunity for development. Many of these
initiatives are being carried out in
collaboration with customers, where
engineers from both parties work closely to
achieve oplimal solutions for the customers’
specific factory environments. This
development of new service initiatives is in
line with the division's strategy of supporting
the substantial installed hase of Molins
machinery throughout the world.

Despite low levels of demand for original
equipment, some innovative projects were
delivered in 1999, including the development
and sale of a novel form of packing
equipment to Rothmans, Modules have been
developed in the year through advances in
design to enhance performance of existing
and new machinery. Overall, however, the
division entered 2000 with an order book

for original equipment no higher than that
for 1998,

Molmagc, the UK based machine

rebuild operation, increased its sales and
profitability in the year with some interesting
service initiatives.

Molins Richmend suffered a downturn
in business as a direct result of
customers' reduced capital investment
but marginally increased its cutput of
spare parts and services.

Chairman's statement and operating review
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Molins Brazil maintained business levels

and continues to trade profitably. In particular,
the business showed a marked increase in
its penetration of other South American
countries.

Molins Singapore had a difficult year, as a
result of the continuing curb on investment
within the Chinese tobaceo industry, and
suffered a 16% decrease in tumover. Sales in
the region outside China, however, increased
by some 10%.

The Chinese joint venture’s first year of full
operation resulted in the successful delivery
of a number of rebuilt machines and
associated parts for the Chinese market.

Continued restructuring tock place during the
year, aimed at achieving a workforce in size
and skills commensurate with the level of
activity in the division. The number of
employees in the division reduced to 815 at
the year end, a reduction of 23% in the year
and a fall from 2000 in June 1997,

The focus for the division remains to provide
spare parts and services to all customers in
support of their businesses and to design and
manufacture original equipment where
opportunities arise. The aim is to retum a
satisfactory level of profit on the capital
employed in the business through improving
the efficiency of the division.




Packaging Machinery

The division showed strong growth in the
year, with sales up 5% to £42.2m (1888:
£40.4m} and profit increasing by 43% to
£3.0m (1998: £2.1m), Excluding the sales
of Molins (Australia) Pty Ltd, the businesses
of which were sold in the year, the sales
growth of the division was 9%. Overall, the
profit margin of the Packaging Machinery
division increased from 5.2% to 7.1%.

During the year Langen and Langenpac
built on the development work that had been
undertaken in 1998 and both businesses
generated significant sales growth in the year,
with a larger propertion of repeat machine
orders than in 1998, Both businesses have
continued 1o take on development projects,
which are in the main funded by customers,
and this will provide opportunities for further
growth in the medium term. In particular,

in the second half of 1989, Langen has
been working with a multinational
pharmaceutical group on a major turnkey
project for delivery in 2000, demonstrating
its ability to design and manage farge
systems integration projects. This will cpen
up good growth opportunities for Langen.
Langen and Langenpac both strengthened
their management teams during the year and
the improvement of the bid and contract
management process is also leading to
improvements in the performance of the
businesses. The customer base continues o
represent a good mix of major multinational
companies, together with a number of
smaller, more specialist businesses.

Sandiacre faced mixed markets in the year.
The North American market continued to
show growth, and sales into that region grew
by some 24% in the year. The UK market
remained quite buoyant, but demand in
continental Europe was weak, resulting in a
fall in overall sales. Sandiacre strengthened
its management team in the year, with key
appaintments in the sales, engineering and
manufacturing functions. Customer
requirements for innovative and flexible
packaging continue to be met by new
machine and modular developments. The
tetrahedral bag, criginally developed for the
snack industry, has attracted interest for a
wider range of applications. Further
development in packaging technelogy has
enabled the business to meet the increasing
demand for simple recloseable packs which
ne longer require mechanical closures like
clips and tiewraps. Other developments
include the incorporation of plastic valves in
bags for dispensing pharmaceutical products
and producing bags with & built-in absarbent
pad which are suitable for packing products
with high moisture content. New machine
developments include a twin jaw rotary
machine which was launched during the latter
part of the year and is expecied to generate
good sales opportunities during 2000.
Customer support and close refationships
remain a top priority for Sandiacre and a key
differentiator from many of its competitors.
Anincreasing number of customers run their
machines 7 days a week, 24 hours per day
and rely on Sandiacre’s dedicated worldwide
senvice support network to maintain their
production efficiencies.

Chaiman's statement and operating review
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During the year Molins intemational
Technology Centre and Molins Food
Machinery were merged into one organisation
to form Melins ITC Machinery, This combined
operation enables optimal delivery of the
commercial opportunities open to the Group
through its technological development. ITCM
acts as a centre of innovation and expertise
for many of the Group’s technologies and
cairies out specific product developments on
behalf of Molins' existing businesses as well
as external customers. The portfolio of
intellectual property to which ITCM has
access grows. This has been achieved
through new project developments and by
renegotiating certain rights with existing
customers, giving access for broader
utifisation of technologies. During 1999 [TCM
has delivered machines for producing pyramid
tea-bags with tag and string, a requirement
for many parts of the world. The business

has also suppiied machines into France

for the manufacture of Tchae Green Tea
round tea-bags and continues to support

the manufacture of the PG Tips Pyramid
tea-bags, now the number one UK brand.
Similar machines were also supplied into
South Africa in the year. Other innovations

in the year included development of machines
for personal hygiene products, cereal
packaging and flexible packaging applications.

Q,L; £1r-9-~
Peter Byrom Chairman
29 February 2000




Engineering solutions, service and support

Molins engineers and manufactures
specialist machinery for a range of complex
technical environments. We meet the
challenging demands of our customers’
markets by engineering innovative solutions
and continually improving and streamlining
existing processes.

We develop close relationships with our
customers aimed at understanding their
needs. Through an exchange ot knowledge
and expertise we provide a range of service
and support activities, 1o help meet the
challenges faced by our customers.

8 Engineering solutions, senvice and support
Motins annuat report and accounts 1998




Hinge lid packer

Joint initiative with BAT/Rothmans to develop a new hinge
fid packer that hermetically seals the cigarettes within foil,
to prevent cigarettes drying out. Developed, shipped and
installed within nine months to meet customer’s product
launch date.

Pyramid tea-bag
Development with Unilever helping PG Tips to maintain
its posttion as the UK’s MNo.1 brand and to expand export

markets. The manufacturing process, developed by ITCM,

is particularty cost effective and the concepts are being
applied to a range of machines for Unilever tea products.

Microwave popcom

Vacuum sealed popcom packaging machine developed
by Langen from a concept engineered at TCM {vacuum
packaging for coffee). The machine combines innovative
mechanical engineering with complex computer cantrols,
fo deliver product info pouches at very high speeds with
great accuracy of measurement.

Engineering solutions, service and support
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Financial review

David Cowen Group Finance Director

The Group retumed to profitability in the year.
Restructuring continued and a programme of
purchasing own shares was undertaken.

With ongoing focus on effective management
of working capital, the Group maintains a
strong balance sheet.

Operating results

The trading performance of the Group is
discussed in the Operating review. In
surnrnary, the tumover of the continuing
businesses decreased by 21% to £110.6m,
with the Tobacco Machinery division
decreasing by 32% to £68.4m and the
Packaging Machinery division's tumover
increasing by 5% to £42.2m.

The operating profit for the year was £3.3m

{1998: £9.1m before exceptional charges
of £16.0m).

10

Exceptional items

On 26 August 1999 the Group entered into
an agreement with the purchaser of its former
business, Langston, which was sold in 1998,
to accept early repayment. at a discount, of
the subordinated loan note which formed part
of the proceeds of sale. At the same time a
number of other Langston related assets
were realised and various obligations have
been discharged. The ne: result of the
amended agreement is & cre-tax charge in
1999 of £0.2m and a tax credit of £2.2m,
giving an increase in earnings of £2.0m with
an overall cash flow benefit for the Group of
£4.5m in the year.

Following a review of its trading activities, the
Board decided to dispose of the activities of
Molins (Australia) Pty Limied (*Molins
Australia”). Agreements were entered into
with Cling Investments P, Limited on 22
September 1999 and We's Machinery Pty
Limited on 15 September 1599 for those
businesses to purchase vaious business
activities, assets and oblizations of Molins
Australia for amounts of £0.3m and

£0.2m respectively.

On 31 Decernber 1999 Malins Australia
disposed of its freehold property for a
consideration of £0.7m. A-31 December
1999 Molins Australia heic varicus assets and
liabilities valued at £1.8m. including £1.8m of
cash. The company will be liquidated in 2000.
The net effect of these trensactions is an
exceptional pre-tax chargs of £0.1m plus a
tax charge of £0.1m, res.zng in a decrease
in eamings of £0.2m.

The overall impact of the exceptional items is
to increase eamings by £7.8m.

Financial review
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Interest and taxation
Net interest income in 1999 was £0.4m
(1998: £0.1m),

The 1899 Group taxation credit of £0.8m
comprises a charge of £1.3m in respect of
profit before exceptional items and a net
credit of £2. 1m in relation to the exceptional
iterns, as detailed above. ’

The taxation charge in the year includes
withholding taxes of £0.4m on dividends paid
by foreign subsidiaries. The effective rate of
taxation, including withholding taxes, on profit
befare exceptional items was 35.1%

(1998: 37.0%).

Earnings per share and dividend
Eamings per share in 1999 amounted to
11.8p (1998: 36.2p loss). Earnings per
share before exceptional items amounted
o 6.6p (1998: 16.3p).

The weighted average number of shares
inissue in 1999 was 34,846,109
{1998: 35,672,959) and 32,477,819
(1998: 35,574,864) ordinary shares
were in issue at the end of the year.

The Board recommends the payment of a
final dividend of 4.0p, which together with the
interim dividend of 2.5p makes a total for the
year of 6.5p (1998: 8.0p}.

Share purchases

During the year the Company purchased
3,087,045 of its own shares, 8.7% of the
capital in issue at the beginning of the year, at
an average price of 123p and a total cost
including fees of £3.8m. The purchases were
largely in the second half of the year.




Cash, treasury and funding activities
Group net cash at the end of 1999 amounted
10 £8.2m (1998: £10.9m). Net cash flow
tenefited from £4.5m proceeds in relation

to the 26 August 1999 Langsion agreement
and £1.1m proceeds from the sale and
closure of the business activities of

Molins Australia.

These inflows were offset by a cash

outflow of £5.5m in relation to continued
restructuring in the Tobacco Machinery
division and an outflow of £3.8m in
connection with the purchase of own shares.
Dividends of £1.5m were paid in the year.

The Group does not trade in financial
instruments and enters into derivatives
{principally forward foreign exchange
contracts) solely for the purpose of
eliminating currency exposures on sales
or purchases not in the functional
currencies of its various operations.

Owing to its net ¢ash position it has
virtually no borrowings at fixed interest
rates and it does not use foreign currency
borrowings to hedge its investments in
overseas subsidiaries.

The Group's committed borrowing facilities
are shown in note 28 on page 42. Those
for the UK were renewed in 1999 to dates
in July 2000,

Shareholders' funds

Group shareholders’ funds at 31 December
1999 were £68.3m (1998: £70.4m). Profit
in the year of £4.9m was offset by dividends
of £2.2m and the purchiase of own shares of
£3.8m. Net assets per ordinary share at 31
December 1999 were 208p (1998: 196p).

Reporting standards

FRS 12 relating to provisions and FRS 13
relating to derivatives and other financial
instruments have both been adopted for the
year ended 31 December 1999,

Year 2000

The Group has not experienced any material
adverse operational consequences as a
result of the year 2000 date change, nor has
it been notified of any year 2000 problems
with any products supplied by the Group.
The work carried out to address year 2000
compliance also included assessing the
possibility of non-campliance arising post

T January 2000 in relation to products
supplied by the Group, material management
information systems and goods and services
fram key suppliers. The Group maintains
expertise to deal with any such issues that
might arise and reports of such issues and
concems will continue to be made 1o

the Board.

Totaf expenditure, related at leastin

part to year 2000 compliance, amounted
1o £1.7m (1998: £1.3m) of which
£0.8m (1998: £0.6m) represents
capital expenditure.

David Cowen Group Finance Director
29 February 2000

Financial review
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Directors

1PJ Byrom BSc FCA "
Chairman
Chairman of the Nomination Committee

Peter Byrom joined the Molins Board as a non-executive
director and Chairman designaie on 4 February 1989
and became Chairman of the Board on 21 April 1999
and Executive Chaiman on @ December 1999, He is
also Chairman of Domino Printing Sciences plc and a
nen-executive director of Peter Black Heldings ple,
Rolls-Royce ple and Wilson Bowden ple., Aged 55 years.

4 MIR Saw BA CEng FIEE
Chairman, Tobacco Machinery Asia Paciific

Sam Saw joined Molins as an engineering apprentice in
1961 and has held overseas posts as well as managing

a number of the Group's Tobacco Machinery businesses.

He was appointed to the Board in February 1995.
Aged 55 years.

*Member of the Audit, Remuneration and
Nomination Committees

2 DJ Cowen BSc(Econ) FCA
Group Finance Director

David Cowen joined the Molins Board as Group Finance
Director on 8 February 1699 from Rolls—Royce Motor
Cars Ltd where he was Member of the Board, Finance &
Systems. He previously heid senior financial positions with
Vickers PLC. Aged 36 years.

5 MS Hodgkinson BA ACMA. "
Chairman of the Audit and Remuneration Committees

Mike Hodgkinson joined the Molins Board as a
nor—executive director in August 1984, He is Chief
Executive of BAA pic and was formerty Chief Executive
of Grand Metropolitan Foods Europe Ltd and Managing
Director of Land Rover Lid. Aged 55 years.

Cirectors
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3 AIP Sabberwal MScTech PhD DS¢ CEng FIMechE FIEE
Chief Executive, Tobazz: *achinery

Amar Sebberwal joined te Molins Board as a
nen-executive director on 4 May 1999 and was appeinted
Chief Executive of Tobacoo Machinery on 8 December
1998. He was an execuiive director of T&N plc until 19986,
Aged 66 years,

& DMCE Steen MA(Gxon) FCA

Michael Steen joined the Molins Board on 29 February
2000 as a non-executive cirector. He was a pariner with
KPMG until his retiremer:t in 1998 and from 1996 a
member of the KPMG Beard. He is a director of Cld Mutual
South Africa Trust plc arc a member of the Gaming Board
for Great Britain. Aged 55 years.




Directors’ report

The directors present their report to
shareholders together with the audited
accounts for the year ended 31 December
1999,

Principal activities

Group companies are engaged principally

in the supply of specialist process and
packaging machinery for the tobacco and
other fast moving consumer goods industries.
A review of operations and likely future
developments is given on pages 4 fo 7and a
financial review appears on pages 10 and 11.
Further details of the principal subsidiaries,
divisions, branches and associates (including
those outside the UK) are shown on page 44.

Results and dividends

The profit for the year after taxation and
exceptional items attributable to erdinary
shareholders was £4.2m. The directors
recommend a final dividend of 4.0p per
ordinary share. An interim dividend of 2.5p
was paid on 28 October 1999. This makes a
total dividend for the year of 6.5p per ordinary
share (1998: 8.0p), at a cost of £2.1m.
Subject to approval at the Annual General
Meeting, the final dividend wifl be paid on
17 May 2000 to ordinary shareholders
registered at the close of business on

14 April 2000. Dividends on the 6%
preference shares are paid on 30 June
and 31 December in each year. Following

- the abdiition of advance corporation tax,
the preference dividend payment increased
o £564,000 in 1999 (1998: £37,800).
The retained profit of £2.0m is transferred
to reserves.

Research and development

Group policy is to retain and enhance its
market position through the design and
development of complex machinery.

To achieve this cbjective, engineering and
product development facilities are maintained
in the UK and overseas. Expenditure incurred
in 1999, net of third party research income,
amounted to £3.8m (1998: £5.8m).

Supplier payment policy

It is the Group's policy to agree payment
terms with its suppliers when it enters into
purchase contracts. It then seeks to adhere
to these arrangements providing it is satisfied
that the supplier has provided the goods or
sewvices in accordance with the agreed terms
and conditions. At 31 December 1999 trade
creditors amounted to the equivalent of

51 days (1998: 46 days) purchases in
respect of the Company.

Directors

The names of the directors of the Company
at the date of this report are shown on page
12, Mr MS Hodgkinson and Mr MJR Saw
held office throughout 1999. Mr PJ Byrom,
Mr DJ Cowen and Dr AJP Sabberwat were
appointed on 4 February 1999, 8 February
1999 and 4 May 1999 respectively.

Mr PW Grant resigned on 9 February 2000.
Mr Byrom and Dr Sabberwal tock on
executive responsibilities on 9 December
1999, when Mr PW Grant relinquished his
responsibilities as Group Chief Executive.
Mr DMCE Steen was appointed on

29 February 2000,
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The directors retiring by rotation, in
accordance with the articles of association,
are Mr Hodgkinson and Mr Saw and both
will refire at the Annual General Meeting to
be held on 26 April 2000. Both, being
eligible, offer themselves for re-appointment.
Mr Hodgkinson, as a non-executive director,
does not have a service contract. Mr Saw
has a service contract which can be
terminated on notice of one year, but

not before 28 February 2002.

Dr Sabberwal and Mr Steen, having been
appointed since the last Annual General
Meeting, will retire at the Annual General
Meeting in accordance with article 83 of the
articles of association. Or Sabberwal has

a service contract which can be terminated
on notice of one year. Mr Steen, as a
non-executive director, does not have a
service contract.

Directors’ interests

Directors’ interests in the Company's
shares are shown on page 17 in the
Remuneration report.




Directors’ report

Substantial shareholdings

As at 23 February 2000, the Company has been advised that the following shareholders
had a notifiable interest in the issued ordinary share capital of the Company:

Number of % of issued
ordinary shares ordinary shares

Schroders (Schroder Investment Management Limited,
Schroder Capital Management Intemational Inc., Schroder Unit Trusts Limited) 5,482,051 16.99%
Prudential Group of companies 3,632,103 11.26%
Fideiity International Limited 3,494,500 10.83%
Britannic Assurance PLC 1,796,700 5.57%
Japan Tobacco Inc. 1,350,000 4.19%
Marubeni Corporation 1,225,000 3.80%
Britannic Assurance Staff Pension Scheme 1,083,300 3.36%
British Coal Staff Superannuation Scheme 973,579 3.02%

Environmental policy

The Group is committed not enly to
compliance with environmental legislation
but also to the progressive introduction of
appropriate measures fo limit the adverse
effects of its operations upon the
environment. In particular, reasonable efforts
are made o minimise waste arising from
operations, to recycle materials wherever
possible and to consider altemative methods
of design or operation. The Group aims both
1o reduce its costs by these means and to
promote good practice in use of resources
at sustainable levels.

Share capital

Authority for the Company to purchase its
own shares was granted at the Annual
General Meeting held on 21 April 1999 and
at the extraordinary general meeting held on
8 December 19989, At the date of this report,
and until the Annual General Meeting on

26 April 2000, the Board has authority to
purchase a further 3,027,781 shares
pursuant to the resolution passed on

8 December 1999,

In order to maintain flexibility, the directors
consider it appropriate to seek further
authority from the shareholders at the Annual
General Meeting for the Company to
purchase its own shares. Resolution 9 will,
therefore, be proposed as a special
resolution, enabling the Company to
purchase for cancellation ordinary shares in
the market for a period of 12 months from

14

the date of the meeting, upon the terms
set out in the resclution, up to a maximum
number of 4,838,671 ordinary shares
representing approximately 15% of the
issued ordinary share capital at the date of
the notice convening the Annual General
Meeting.

In reaching a decision to purchase ordinary
shares, your directors wilf take account of
the Company's cash resources and capital,
the general effect of such purchase on the
Company's business and the effect on
preference shareholders’ rights. The authority
would only be exercised by the directors if
they considered it to be in the best interests
of the shareholders generally and if the
purchase could be expected fo result in an
increase in eamings per ordinary share.

Information about the Company's share
capital, including changes during the year,
is given in note 21 1o the accounts.

Employment policies

The Group is committed to developing its
employment policies in line with best practice
and providing equal opportunities for all,
irespective of sex, marital status, ethnic origin,
religion or disability. Full and fair consideration
is given to applications for employment from
people with disabilities having regard to their
aptitudes and abilities. Every effort is made to
support those who become disabled, eitherin
the same job or, if this is not practicable, in
suitable altenative work.
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Employee involvement

Emphasis is placed on training, effective
communication and the involvement of
employees in the development of the
business. information is regularly provided
on the progress of the Group through local
review meetings, briefings and consuttative
bodies. Involvement in the achievements of
the business is encouraged through locally
based perfermance related bonus schemes.

Donations

During the year the Company made
donations to UK charitable organisations
of £2,000 (1998: £5,000).

Annual General Meeting

The Annual General Meeting will take place
on 26 Aprit 2000. Notice of the meeting can
be found on page 46.

Auditor

The auditor, KPMG Audit Plc, is witling
to continue in office and a resolution
concerning its re-appointment and
remuneration will be submitted to the
Annual General Meeting to be held on
26 April 2000,

By ord the Boar
CJ Horton Secreta

29 February 2000




Remuneration report

Until 9 December 1999, the Remuneration
Committee consisted of the non-executive
directors and determined the salary and other
benefits of the executive directors and certain
other senior executives.

Since 9 December 1999 the Committee has
comprised Mr MS Hodgkinson {Chairman)
and Mr PJd Byrom and its remit is {o consider
and make recommendations on these
matters, for decision by the Board. In forming
remuneration policy the Committee and the
Board have given full consideration to the
provisions of the Combined Code and the
reports of the various committees which led
to the preparation of the Code. The
following paragraphs show how the Group's
remuneration policy is reflected in the
package offered to each executive director.

Policy on remuneration of
executive directors

1 Remuneration packages

The Remuneration Committee aims to
ensure that remuneration packages offered
are competitive and designed to attract,
retain and motivate executive directors of
the right calibre. The Committee also

seeks fo recognise and reward performance
in achieving growth annually and in the

long term.

The main components of the package for
each executive director are:

i Basic salary

Basic salary is determined by taking into
account the performance of the individual and
information from independent sources on the
rates of salary for similar jobs in companies of
comparable size in a range of engineering and
other manufacturing industries.

ii Incentive scheme

The Chairman and the executive directors
participate each year in a scheme which
provides for payments according to targets
set annually by the Board in relation to
eamings per share, up to a maximum of
40% of relevant salaries.

iii Share options

Opticns are held by executive directors under
executive share option and savings-related
share option schemes, further details of
which are included later in this report. Grants
of executive share options have been, so far
as practicable, phased over the life of the
schemes. Up to mid 1998 successive grants
have been made to individual directors.

The executive share option scheme provides,
as a condition of exercise, that growth in the
Group’s eamings per share must be greater
than the increase in RPI over a period of three
consecutive years. There are no specific
performance criteria for the exercise of
options under the savings-related scheme.

iv Long Term Incentive Plan (LTIP)

The plan, which was detailed in the
Chairman’s letter to shareholders dated 25
March 1999 and approved by shareholders at
the Annual General Meeting held on 21 April
1999, is intended to offer an effective
incentive in line with current practice to
executive directors and certain other key
senior managers. Participants in the LTIP are
not eligible for awards or grants under both
the executive share option scheme and the
LTIP in the same year. The plan provides, as
a condition of exercise, that the Group's total
shareholder return over a three year period
exceeds targets compared with certain other
listed engineering companies. Individual long
term incentive arrangements following the
same rules (except as to efigibility) as the plan
appraved on 21 April 1999 were put in place
on 29 February 2000 for Mr PJ Byrom

and Dr AJP Sabberwal. This followed the
Board's request that they assume executive
responsibilities and in such unusual
circumstances the Board considered the
arrangements to be appropriate. The award
under each of these arrangements is limited
to 120,000 shares in any year. The trustee
of the LTIP has agreed to waive all dividends
in relation to shares in the Company held

in the trust.
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2 Contracts of service

The service contracts of the executive
directors, other than Mr MJR Saw, are
terminable on notice of one year given by
either party. In the case of Mr Saw, whose
service as a director commenced before the
Board established a policy of a one year
notice period, the contract provides for
termination on one year’s notice, but not
before 28 February 2002,

The purpose of this policy is that the
contracts should provide reasonable and
appropriate security to the directors
cancemed and fo the Company. The policy
has been considered by the Remuneration
Committee and is reviewed regularly.

3 Pensions

Molins' policy is to offer its executive
directors membership of the Molins Senior
Management Pension Scheme, which is

a funded, Inland Revenue approved,
contributory, final salary, accupational
pensicn scheme. The scheme covers other
senior UK executives as well as the executive
directors. lts main features as they affect
executive directors are:

i a normal pensionable age of 60;

ii pension at normal pensionable age of two
thirds of final pensionable salary, subject to
completion of 20 years service;

ili life assurance cover of four times
pensionable satary;

iv pension payable in the event of ill health;
and

v spouse's pension on death.

Pensionable salary is the member’s basic
salary. Executive directors joining the
Company on or after 1 June 1989 may be
subject to the eamings cap introduced by the
Finance Act 1989, limiting the calculation of
remuneration for the purposes of pensions
and death benefits under approved schemes




to a level of, at present, £20,600. Where
this is the case, the Company has agreed to
increase pension and death benefits through
the establishment of funded unapproved
retirement benefits schemes and top up

life assurance.

Chairman

The remuneration of the Chairman is
determined by the Board {but with the
Chairman abstaining from voting).

Non-executive directors

The fees of non-executive directors
are determined by the Board (but with
the non-executive directors themselves
abstaining from voting) based on
comparable market levels.

Incentive Cther Benefits
} Salary Fees scheme payments in kind
1999 1998 1999 1969 1999 1999 1998
Directors’ emoluments £000 £000 £000 £000 £000 £000 £000
c b
Chairman
PJ Byrom — appointed 4.2.99 a - 76 - - - 76 -
JC O — resigned 21.4.99 a - 20 - 15 - 35 65
Executive directors
DJ Cowen — appointed 8.2.99 a 102 - - 7 73 182 -
PW Grant - resigned 9.2.00 d 171 - - 30 12 213 209
AJF Sabberwal - appointed 4.5.99 a - 13 - 22 - 35 -
MJUR Saw 129 - - - 10 139 144
Non-executive directors
Sir Lindsay Bryson - resigned 21.4.89 a - 5 - - - 5 16
MS Modgkinson - 18 - - - 18 16
J Pamaby — resigned 21.4.99 a - 5 - 21 - 26 29
Former directors - - - - - - 396

Notes

a In the cases of Mr Byrom, Mr Or,

Mr Cowen, Sir Lindsay Bryson, Dr Parnaby
and Dr Sabberwal the figures represent
emoluments eamed during the parts of the
year in which they were directors. Mr Byrom
became Chairman on Mr Orr's resignation
on 21 Aprit 1999.

b The benefits in kind comprise mainly the
provision of a company car, fuel benefit and
private medical cover and in the case of Mr
Grant and Mr Cowen life assurance premiums
relating to salary above the current cap limit.
Dr Sabberwal and non-executive directors are
not entitled to pension benefits. Mr DJ Cowen
and Mr MJR Saw are members of the Molins
Senior Management Pension Scheme,
included in Mr Cowen’s emoluments are
relocation costs amounting to £61,528.

¢ Mr Grant's and Mr Cowen's emoluments
include a pensions related payment in lieu of
their full contractual entitement of payments
into their funded unapproved retirement
benefit scheme (FURBS) (see page 17).
Included in Dr Sabberwal's emoluments

are fees totalling £21,600 for consultancy
services undertaken by Or Sabberwal,

Dr Pamnaby received fees for consultancy
services of £21,221 (1998: £21,000) which
were paid to BPSE Limited, a company of
which Dr Pamaby is a director. An ex-gratia
payment of £15,000 was made to Mr JC Orr
following his resignation.
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d The Company's maximum fiability to

Mr Grant following the giving of notice to
terminate his contract is estimated at
£286,473 and an appropriate provision

has been made in the balance sheet as at

31 December 1999, This comprises payment
of satary to a maximum of £167,193 and
payments in lieu of FURBS obligations of
£106,517, payment of legal and other
professional fees of £12,000 and continuation
of life assurance and private medical cover to
15 December 2000 valued at £763, He will
continue o be employed as a consultant to
the Company until 15 December 2000, at
the latest, for which he will receive a salary
included in the maximum showr above.




In addition to the foregoing information
the following tables provide details, as
required by Schedule 6 to the Companies
Act 1985, of the aggregate amount of
directors’ emoluments.

Aggregate emoluments of the directors were:

1999

£000 2000
Fees 137 110
Salaries 402 370
Benefits in kind 95 33
Other payrments 95 42
Total emolument; 729 555
Cornpensation for loss of office  ~ 221
Performance related element - 29

729 805

Directors’ pensions information

The following table relates to the benefits of
executive directors under the Molins Senior
Management Pension Scheme,

Accumulated

Increase In Transfer fotal accrued
accrued pension value of  pension at
during the period increase  peried end

g Spa
DJCowen 2,050 12,800 2,050
PW Grant 3,040 28,100 26,270
MJR Saw 2,780 38,900 81,430

The accrued pension at the end of the period
for Mr PW Grant (but not the increase in
accrued pension) includes the benefit granted
in respect of a transfer payment received from
a former employer's pension scheme.

The above disclosures relate to defined
pension arangements for the executive
directors. I addition, sums of £60,433
(1998: £19,415) for Mr Grant and £5,763
(1998: nil} for Mr Cowen were contributed
to their funded unapproved retirement
benefit schemes.

Notes
The increase in accrued pension during the
year excludes any increase for price inflation.

_ The transfer values have been calculated on

the basis of actuarial advice in accordance with

. Aciuarial Guidance Note GN11, less each

director's contributions over the year.

Members of the Scheme have the option to
pay Additional Voluntary Contributions; neither
the contributions nor the resulting benefits are
included in the above table.

Directors’ interests in shares
The beneficial interests of direciors holding
office at 31 December 1999 and their families

_ in the ordinary shares of the Company

(excluding share options) were as follows:

Held Held

31 December 1 January
Shares 1999 1999
PJ Byrom 100,600 -
DJ Cowen 10,000 -
PW Grant 6,274 8,274
MS Hodgkinson 2,000 2,000
AJP Sabberwal 20,000 -
MJIR Saw 36,020 36,020
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Notes
There were no changes in the above
interests of the present directors between

31 December 1999 and 23 February 2000.

No director halds or held at any time during
the year a beneficial interest in any of the
Company’s preference shares.




Directors’ share options

Details of share options, including Save As You Eam options, for each director who held office during 1899 are as follows:

Dat
Held 1 Granted Exercised Lapsed Held 31 Option from whaei Expiry
January 99 in year in year in year December99 price exercisable date
DJ Cowen
a - 1,219 - - 1,218 89 4.01.2003 3.07.2003
PW Grant C - B
b 25,000 - - - 25,000 904p 2.04.1999 1.04.2006
a 864 -, - - 864 702p 2.12,2001 1.08.2002
b 10,000 - - - 10,000 895p 4.12.1999 3.12.2006
a 1,084 - - - 1,084 210p 3.08.2003 2.02.2004
b 40,000 - - - 40,000 196p 2.07.2001 1.07.2008
a - 1,896 - - 1,896 89 4.01.2005 3.07.2005
76,948 1,896 - - 78,844
MIR Saw N
b 12,000 - - - 12,000 570p 26.04.1998 25.04.2005
b 15,000 - - - 15,000 895p 4.12.1999 3.12.2006
a 1,577 - - - 1,677 210p 3.08.2003 2.02.2004
b 40,000 - - - 40,000 196p 2.07.2001 1.07.2008
a - 2,806 - - 2,806 89 4.01.2005 3.07.2005
o 68577 2,806 - - 71,383
Notes Long Term Incentive Plan No other conditional grants in respect of the

There were no changes in the above options
held by the present directors between 31
December 1999 and 23 February 2000.

No other directors held options in respect of
the Company's shares during the year.

The executive share option scheme provides,
as a condition of exercise, that growth in the
Group's eamings per share must be greater
than the increase in RPI over a period of three
consecutive years.

a Options under savings-related share
option scheme

b Options under executive option scheme

¢ Mr Grant's options will lapse on the
conclusion of his consultancy agreement.

Details of conditional grants under the
Company’s Long Term Incentive Plan, which
was approved by shareholders on 21 April
1999, for each director who held office during
1999 were as follows:

Grant on

Held 1 26.04.99
January  Mid market Held
1999 Price 130p 31.12.99
DJ Cowen ~ 47,247 47,247
PW Grant d - 88,575 88,575
MJR Saw - 52,999 52,999

Notes

There were no changes in the above
conditional grants held for the present
directors between 31 December 1999
and 23 February 2000,
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Company's shares were made during the year.

The Long Term Incentive Plan provides, as a
condition of exercise, that the Group’s total
shareholder return over a three year period
exceeds targets compared with certain other
listed engineering companies.

d Mr Grant's conditional grant will lapse on
the conclusion of his consultancy agreement.

The market price of Molins PLC ordinary
shares at 31 December 1999 was 122.5p
and the range during the year was 100p
to 1565p.

By ordeg of the Board
CJ éorton Secretz )

29 February 2000




Corporate governance

Statement of directors’ responsibilities
Company law requires the directors to
prepare financial statements for each
financial year which give a true and fair view
of the state of affairs of the Company and
Group and of the profit or loss for that period.
In preparing those financial statements, the
directors are required to:

= select suitable accounting policies and then
apply them consistently;

« make judgements and estimates that are
reasonable and prudent;

« state whether applicable accounting
standards have been followed, subject to any
material departures disclosed and explained
in the financial statements;

« prepare the financial statements on the
going concem basis unless it is inappropriate
to presume that the Group will continue

in business.

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

Going concern

Having made due enquiries the directors have
a reasonable expectation that the Group has
adequate resources fo continue in operational
existence for the foreseeable future. For this
reason, they continue to adopt the going
concern basis in preparing the accounts.

Statement of compliance

The directors consider that the Company
complied throughout 1999 with all of the
provisions of section 1 of the Combined Code
published in June 1998 by the Committee on
Corporate Governance, except in relation to:

Section A.3.1 as non-executive directors
comprised less than one third of the Board
{ollowing the management changes on 9
December referred to on page 13 until the
appointment of Mr DMCE Steen on

29 February 2000,

Section B.2.2 the composition of the
Remuneration Committee, which currently
comprises Mr MS Hodgkinson (Chairman)
and Mr PJ Byrom.

Section D.2.1 the directors have taken
advantage of the London Stock Exchange's
transitional rules and have continued to
review and report upon internal financial
controls in accordance with the ICAEW's
Internal Controls and Financial Reporting.
The directors confirm that they have
established procedures necessary to
implement the Tumbuli guidance such that
they can fully comply with it for the accounting
period ending 31 December 2000.

The Board

The Board meets regularty throughout the
year and is responsible for overall Group
strateqy, for approving revenue and capital
budgets and plans, for approving acquisitions
and disposals of businesses, subsidiaries or
material agsets, for determining the financial
and corporate structure of the Group,
including financing and dividend policy and for
ensuring appropriate training of directors and
other senior managers. The Board regularly
reviews financial information and the work of
the Audit Committee as described below.
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The director recognised as the senior
independent director for the purposes of
the Combined Code is Mr MS Hodgkinson.

In furtherance of the principles of good
corporate govemarnce, the Board has
appointed the following committees,

each with formal ferms of reference.

The current membership of the commitiees
is shown on page 12.

Audit Committee

The Committee is chaired by Mr MS
Hodgkinson and normally meets twice per
year, with the Group Finance Director and
representatives of the auditors in attendance
as required. The Commitiee assists the Board
in the discharge of its duties concerning the
announcements of results, the annual report
and accounts and the maintenance of proper
internal controls. it reviews the scope and
planning of the audit and the auditors’
findings and considers Group accounting
policies and the compliance of those policies
with applicable legal and accounting
standards. It is intended that Mr DMCE Steen
will become Chairman of the Committee on

6 March 2000.

Remuneration Committee

The Remuneration Committee was chaired
by Sir Lindsay Bryson until his resignation on
21 April 1999 when he was succeeded by
Mr PJ Byrom. Mr Byrom was Chairman until
9 December 1999 when he was succeeded
by Mr MS Hodgkinsan. The Committee
meets on a regular basis, usually twice a year,
and additionally whenever required. [t makes
recommendations on the remuneration and
other benefits of the executive directors and
certain other senior executives,

The Remuneration report is set out on pages
16 1o 18. It is intended that Mr DMCE Steen
will become a member of the Committee on
6 March 2000.

19




Nomination Committee

The Chairman of the Nomination Commitiee
was Mr JC Orr until his resignation on

21 April 1999 and it is now chaired by

Mr PJ Byrom. The Commitiee is responsible
for formulating and reviewing proposals for
the appointment of directors and making
recommendations thereon to the Board,

It is intended that Mr DMCE Steen will
become a member of the Committee on

6 March 2000.

Relationships with shareholders

The Board recognises the importance of
maintaining regular dialogue with institutional
shareholders to ensure that its strategy is
communicated and any concems can

be addressed.

All shareholders have the opportunity to
attend the Annual General Meeting where
the Group's operations can be discussed
with the directors.

Internal controls

The Board of directors is responsible for the
Group's system of intemal controls and has
established a framework of financial and
other controls which is pericdically reviewed
for its effectiveness.

The Board has taken and will continue to
take appropriate measures to ensure that the
chances of financial iregularities occurring
are reduced as far as possible by improving
the quality of information at all levels in the
Group, fostering an open environment and
ensuring that financial analysis is rigorously
applied. Any system of internal control can,
however, only provide reasonable, but not
ahsolute, assurance against material
misstatement or loss.

The major elements of the system of intemal
control are as follows:

* An organisational structure has been
established with clearly defined lines of
responsibility and delegation of authority
to executive management,

¢ There is a comprehensive system for
planning, budgeting, reporting and monitoring
the performance of the Group’s operating
units, Monthly results are reported against
budget and prior year and forecasts for the
current financial year are regutarly revised in
the light of prevailing conditions.

* Each operating unit is required ta comply
with defined policies, financial controls and
procedures and authorisation levels are
clearly defined and communicated.

* Selected internal control reviews
and specific investigations are carried
out by Grounp staff and followed up by
executive management.

* A comprehensive programme has

been developed for senior management

to identify and analyse material risks

faced by the businesses and to assess
existing and potential risk control measures
and processes.

The Board has reviewed the effectiveness of
the system of internal financial controls during
the year ended 31 December 1999 and
intends to review controls annually and more
frequently if the need arises, having ensured
that appropriate control mechanisms and
review processes are in place.

By ordergf the Bear

CJ Horton Secretary -
29 February 2000
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Auditor’s report on the financial statements

To the members of Molins PLC

We have audited the financial statements on .

pages 22 to 43.

Respective responsibilities of directors
and auditors

The directors are responsible for preparing
the Annual Report. As described on page
19 this includes responsibility for preparing
the financial statements in accordance
with applicable United Kingdom law and
accounting standards. Our responsibilities,
as independent auditors, are established in
the United Kingdom by statute, the Auditing
Practices Board, the Listing Rules of the
London Stock Exchange and by our
profession’s ethical guidance.

We report to you our opinion as tc whether
the financial statements give a true and fair
view and are properly prepared in
accoardance with the Companies Act.

We also report to you if, in our opinion, the
directors' report is not consistent with the
financial statements, if the company has not
kept proper accounting records, if we have
not received all the information and
explanations we require for our audit or if
information specified by law or the Listing
Rules regarding directors' remuneration and
transactions with the Group is not disclosed.

We review whether the statement on page
19 reflects the Company’s compliance with
the seven provisions of the Combined Code
specified for our review by the Stock
Exchange, and we report if it does not.

We are not required to consider whether the
Board's statements on internal control cover
all risks and controls or form an opinion on
the effectiveness of the Group’s corporate
governance procedures or its risk and
control procedures.

We read the other information contained in
the Annual Report, including the corporate
governance statement, and consider
whether it is consistent with the audited
financial staterments. We consider the
implications for our report if we become
aware of any apparent misstatements

or material inconsistencies with the
financial statements.

Basis of audit opinion

We conducted our audit in accordance
with Auditing Standards issued by the
Auditing Practices Board. An audit
includes exarnination, on a test basis,

of evidence relevant to the amounts and
disclosures in the financial statements.

It also includes an assessment of the
significant estimates and judgements made
by the directors in the preparation of the
financial statements, and of whether the
accounting policies are appropriate to the
Group’s circumstances, consistently applied
and adequately disciosed.

We planned and performed our audit
s0 as to obtain all the information and

explanations which we considered necessary

in order to provide us with sufficient
evidence to give reasonable assurance

that the financial statements are free from
material misstaterment, whether caused by
fraud or other irregularity or error. In forming
our opinion we also evaluated the overall
adequacy of the presentation of information
in the financial statements.
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Opinion

In our opinion the financial statements give
a true and fair view of the state of affairs
of the Company and the Group as at

31 December 1999 and of the profit of
the Group for the year then ended and
have been properly prepared in accordance
with the Companies Act 1985,

KPMG Audit Pic
London

Chartered Accountants
Registered Auditor

29 February 2000
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Group profit and loss account

1999 1999 1996 1958
Before  Lxceptional Before  Excepticnal
exceptional items 1889  exceptional items 1998
items {note 4} Total itemns (note 4) Total

For the year ended 31 December Notes gm £m Em £m Em Em
Turnover ) -
— Continuing operations 1 110.6 - 110.6 140.6 - 140.6
— Discontinued operations - - - 29.6 - 29.6
Total turnover ) 2 1106 - 1108 1702 - 1702
Cost of sales (85.1) - (851) (127.9) (12.6) (140.5)
Gross profit 25.5 - 25.5 42.3 (12.6) 29.7
Net operating expenses 3 (22.2) - (22.2) (33.2) 3.4 (36.6)
Operating profit/{loss) - o ) .
— Continuing operations 3.3 - 3.3 85 (18.0) {(7.5)
— Discontinued operations - - - 0.6 - C.6
Total operating profit/(loss) - 1,3 3.3 - 3.3 9.1 (16.0) {6.9)
(Loss)/profit on sale/closure of businesses - 0.3 0.3 - 0.2 0.2
Net interest receivable 7 0.4 - 0.4 0.1 - 0.1
Profit/(loss) on ordinary activities before taxation ) 37 (0.3) 3.4 92 (158 (66
Taxation 9 (1.3) 21 0.8 3.4 (2.9 (6.3)
Profit/(loss) for the financial year 2.4 18 42 58 (187  (12.9)
Dividends (including non-equity) {2.2) - 2.2) {2.9) - Q9
Retained profit/(loss) for the year 2 02 18 20 29  (187) (158
Basic and fully diluted earnih;;/ (Iosr-;)rber o.rrcrlri;;y sh-are 11 6.6p 5.2p 11.8p 16.3p “(59.5)p - {35.2)p

The discontinued operations relate to the sale of the Langé{on businesses on 10 July 1988. There is no material difference between the result
as disclosed in the profit and loss account and the result on an unmadified historical cost basis. '

22 Group profit and loss account
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Balance sheets

Group Company
1999 1008 1996 1908
As at 31 December iNotes €m £m £m £m
Fixed assets
Tangible assets 12 26.9 29.4 20.2 214
[nvestments 13 2.1 1.9 48.7 46.3
29.0 31.3 66.9 87.7
Current assets
Stocks 14 30.8 38.1 17.2 223
Debtors -~ due within one year 15 28.5 369 25.6 279
Deblors ~ due after more than one year 16 16.7 18.8 14.0 12.3
Cash at bank and in hand 28 9.8 13.7 4.7 7.1
85.8 107.5 61.5 £69.6
Creditors — amounts falling due within one year
Borrowings 16,28 1.2 ©.4) (1.0} (1.0
Other creditors 17 (37.6) (53.1} (55.49) (67.6)
Proposed dividend (1.3) {0.5) (1.3) (0.5)
(20.1) 56.0) (57.7) (62.1)
Net current assets 457 515 s  ©5
Total assets less current liabilities ) ) 747 828 707 682
Creditors —~ amounts falling due after more than one year
Borrowings 16,28 (0.4) 0.4) - -
Other creditors 18 {0.2) 0.3} - 0.1)
o ©6  ©7 - ©.1)
Provisions for liabilities and charges 20 (5.8) (i1.5) 4.7) {(11.0)
Net assets 68.3 70.6 66.0 57.1
Capital and reserves
Called up share capital 21 9.0 9.8 8.0 98
Share premium account 22 25.6 256 25.6 256
Capital redemption reserve 22 0.8 - 0.8 -
Revaluation reserve o2 7.3 17.7 6.0 6.0
Profit and loss account ) 25.6 17.3 24.6 15.7
Shareholders’ funds (including non-equity interests) 23 683 704 660 571
Minority interests 24 - 0.2 - -
) 68.3 706 66.0 57.1
The accounts were approved by the Direé:tvé'f;cn 29 February 2000 and signed on their behalf by:
P) Byrom Direcior i DJ Cowen Direcior . 4 ' 3 [v
L " U-"‘/ " h’/f—\
- :
Balance sheets 23
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Group cash flow statement

1999 1908
For the year ended 31 December Notes £m £m
Net cash {outflow)/inflow from operating“ activities . 25 7 (0; o
Returns on investments and servicing of finance 26 0.4 0.2
Taxation 26 0.3 (6.0)
Capital expenditure (net) 26 (1.4) 0.3
Acquisitions and disposals 26 3.8 241
Equity dividends paid (1.5) 5.4)
Net cash iﬁﬁow before management of liquid resources and financing h 07 —1_84
Marnagement of liquid resources 26 3.7 (4.6
Financing 26 (3.9) (14.5)
Incre;se/(decrea;e) in casﬁ in the pﬂé;i'od N 7 ' 0.5 - {O: ?)

1999 1998
Far the year ended 31 December Notes £m £
Incréa;se/(decrease) in cash |n the period 0.5 (0.7}
Cash (inflow)/outflow from movement in liquid resources (3.7 4.6
Cash outflow from decrease in debt and lease financing 0.1 14.6
Change in net fur?ds/ (debt) ferérJIVting from cé;h flows 7 27 3.1 18.5
Translation difference 27 0.4 (0.3}
Movement in net funds/(debt) in the period 7 ’ @n 182
Net funds/(debt) at 1 January 10.9 (7.3}
Netfunds at 31 December o7 82 109
24 Group cash flow statement/Reconciliation of net cash cash flow to movement in net funds/{debt)
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Statement of total group
recognised gains and losses

1999 1998
For the year ended 31 December Em £m
Profit/(loss) for the year 4.2 47(1 2.9)
Currency translation differences arising on foreign currency net investments {0.3) -
Unrealised surplus on revaluation of properties - 1.4
Total recognised gains/(losses) for the year 3.9 (11.5)
in shareholders’ funds
Group Company
1999 1958 1999 1998
As at 31 December Notes £m £m £m &m
Profit/(loss) for the year a2 (129 148 (85)
Dividends (2.2) (2.9) (2.2) 2.9
_R-;;ained profit/(loss) for the ylaa? 2.0 (1 58) 12.7 (}:1)
Property revaluation - 1.4 - 08
Goodwill adjustment on sale of Langston - 1.9 - -
Currency translation differences arising on foreign currency net investments 0.3) - - -
New share capital - 0.1 - 0.1
Purchase of own shares (3.8) - (3.8) -
ﬁgt increase/(reductioniiomshareholder;_'-funds o 2.1) (12.4) 89 _(10.5)
Opening shareholders’ funds 70.4 82.8 57.1 g7.%
Closing shareholders’ funds 23 683 704 660  57.1
25

Statement of total group recognised gaing and losses/Reconciliation of movements in shareholders’ funds
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Accounting policies

Accounting conventions

The Group accounts have been prepared

in accordance with applicable accounting
and financial reporting standards and under
the historical cost convention, modified by
the revaluation of certain fixed assets.

Consolidation principles

The Group accounts comprise the consclidated
results of the parent company and all its
subsidiary and associated undertakings.

A separate profit and loss account dealing

with the results of the Company only has

not been presented.

Foreign exchange

Profits and losses of overseas subsidiaries
are translated into sterling at the average
exchange rates nuling during the year.

Foreign currency assets and liabilities are
transtated into sterling at rates of exchange
ruling at the balance sheet date unless matched
by forward contracts. Exchange differences
arising on the retranslation of the opening net
assets are taken direct to reserves. All other
exchange differences are taken to the profit
and loss account.

Transactions denominated in foreign curvencies
are recorded at the rate of exchange ruling at
the date of the transaction, except where
forward foreign currency contracis cover the
transactions, in which case the forward contract
exchange rates are used.

Goodwill

Goodwill arising on consclidation (representing
the excess of fair value of the consideration
given over the fair value of the identifiable net
assets acquired) has been eliminated against
reserves for acquisitions prior to 1 January
1998, For future acquisitions goodwill will be
capitalised and amortised over its useful ife.

Fixed assets and depreciation

Tangible fixed assets are included at cost or
valuation. Depreciation is calculated by writing
off the cost or vaiuation less the estimated
residual value of tangible fixed assets by equal
instalments over their estimated usefl
economic lives.

The annual rates generally used are:

Freehold land is not depreciated.

Freehold buildings — 3% on valuation or cost.
Leasehold buildings over fife of lease.

Plant and machinery — 8% to 25%.

Fixtures and fittings including software — 10%
10 33.3%.

Motor vehicles — 30%.

The directors regularly consider the carrying
value of fixed assets forimpairment. Any
reduction in value arising from the impairment
of fixed assets is charged to the profit and loss
account for the year.

Leased assets

Assets acquired under finance leases are
included in tangible fixed assets and are
depreciated evenly over the shorter of the lease
term and their expected useful life. The capital
element of fulure rentals is freated as a liability
and the interest element of rental payments is
charged against profits over the period of the
lease in proportion to the balarice outstanding.
Rental costs on operating leases are charged
against profit evenly over their duration.

Stocks

Stocks and contracts in progress are valued at
the lower of cost, including appropriate overheads,
and net redlisable value. Provisions are made
against excess and obsolete inventories.

Turnover

Tumnover is the amount receivabie for goods
and services supplied to customers, net of
discounts and value added tax.

Research and development

Expenditure on research and development

is charged against profits as incurred unless
specifically chargeable to and recoverable from
customers under agreed coniract terms.

Accounting policies
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Deferred taxation

The charge for taxation is based on the profit
for the year and takes into account taxation
deferred because of fiming differences between
the treatment of certain items for taxation and
accounting purposes. Provision is made for
defemed tax only to the extent that it is

probable that an actual liability wilt crystallise.

Pensions and other post-

retirement benefits

The expected costs of providing pensions and
other post-retirement benefits are charged to
the profit and loss account over the employees’
senvice lives based on rates determined by
independent actuaries.

Associated undertakings

and joint ventures

Undertakings other than subsidiary undertakings,
in which the Group has an investment and over
which it exerts significant influence, are treated
as associated undertakings, The Group’s share
of profits and other recognised gains and losses
of the associated undertakings are included

in the Group's profit and loss account and
staternent of total recognised gains and losses.




Notes to the accounts

1999 1998
1699 1988  Operating Cperating 1959 1998
Tumover Turnover  profit/(loss)  profit{loss)  Netassets  Netassets
1 Segmental analysis £m £m £m €m £m £m
By activity:
Tobacco Machinery 68.4 100.2 0.3 6.4 44.4 46.5
Packaging Machinery 42.2 40.4 3.0 2.1 15.7 13.2
110.6 140.6 3.3 85 60.1 59.7
Discontinued operations - 29.6 - 0.6 - -
110.6 170.2 3.3 9.1 60.1 59.7
By geographical location of origin:
United Kingdom 56.4 83.3 (0.6) 3.8 46.6 43.1
North America 38.3 61.6 3.6 3.8 12.0 12.6
Rest of the world 15.8 19.3 0.3 1.5 15 AL
110.6 170.2 33 9.1 60.1 59.7
Exceptional iterm — Tobacco Machinery restructuring - {16.0)
Operating profit/(loss) 3.3 (6.9)
Net cash 8.2 10.9
Net assets 68.3 70.6
1899 1999 1968 1998
2 Turnover €m % Em %
By geographical destination of goods:
United Kingdem 18.6 17 17.8 10
Continenta! Europe 18.1 16 21.4 i3
North America 41.2 37 70.5 41
Asia 17.4 16 36.8 22
Rest of the world 15.3 14 23.7 14
110.6 100 170.2 100
Notes to the accounts 27
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1999 1999 1998 1998
Before  Exceptional Before  Exceptional
exceptional items 1998  exceptional items 1908
. items (note 4) Total items (note 4) Total
3 Operating profit/(loss) £m Em £m €m &m Sm
Turnover ) 110.6 - 1106 1702 ~ 1702
Cost of sales
Continuing operations {85.1) - {(85.1) (103.1) (1260 {1157
Discontinued operations - - - (24.8) - (24.8)
Total (85.1) - (85.1) (127.9) (12.6) (140.5)
E:‘:ross proﬁf B
Continuing operations 25.5 - 255 37.5 (12.6) 24.9
Discontinued operations - - - 4.8 - 4.8
Total . 255 - 25.5 423 (12.6) 29.7
Distributioﬁ costs
Continuing operations (5.9) - (59) (10.7) - {10.7)
Discontinued operations - - - (2.4) - (2.4)
Total (5.9 - (5.9) (13.1) - (13.1)
Administréi{on costs _ B
Continuing operations (16.3) - (16.3) (18.3) (3.4 (21.7)
Discontinued operations - - - (1.8) - (1.8)
Total o (16.3) — (483 (01) (34 (235
QOperating proﬁU(Ioss) - 3.3 - 3.3 9.1 (16.0)

(©.9)

Cost of sales includes all direct manufacturing costs and related overheads including depreciation, together with research and development
costs recovered in sales. Research and development costs bome by the Group amounted to £3.8m (1998 excluding the Langston businesses:

£5.8m). Distribution costs include selling costs.

1999 1998
£m &m

Operating profit/({loss) is arrived at after charging:
Depreciation of owned assets 3.2 54
Depreciation of assets held under finance leases 0.1 0.4
Operating leases:
~ hire of plant and machinery 0.1 0.2
—other 0.9 056
Remuneration of the auditor and its associates:
— audit services (the Company £0.1m; 1998: £0.2m) 0.2 0.3
- non-audit services (the Company £0.9m; 1998: £0.1m) 0.3 03

In addition to the above, non-audit fées payable to the Group’s auditor and its associates in respect of capital transactions amounted to £nil

(1998: £0.4m).

Notes to the accounts
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1909 1998

Exceptional 1999 1989 Exceptional 1998 1588
items Taxation Net items Taxation Net
4 Exceptional iterns £m gm &m £m gm £m
Restructuring of Tobacco Machinery division - - - (16.00 0.4 (15.6)
Sale of Langston businesses (discontinued operation) (0.2) 2.2 2.0 0.2 (3.3) (3.1
Closure of Australian operations (0.1) {0.1) {0.2) - - -
{0.3) 2.1 1.8 (15.8) (2.9) 18.7)
5 Employee information 1959 1998
The average numbers of persons employed by the Group were:
Tobacco Machinery 921 1,383
Packaging Machinery 417 420
Discontinued operations - 255
1,338 2,028
£m £m
Employment costs were:
Wages and salaries 30.1 46.9
Social security costs 3.2 5.3
Pension credit (note 8) {1.8) (0.9}
31.5 51.3

6 Emoluments of directors and interests in shares
Information en the emoluments of the directors, together with information regarding the beneficial interests of the directors and their families
in the ordinary shares of the Company, is included in the Remuneration report on pages 1510 18.

7 Interest receivable/{payable) £m &m

Receivable:

Cash and other short-term investments 0.6 0.7

Other interest receivable 0.2 0.3
08 1.0

Pavable:

Amounts payable on bank loans and overdrafts (0.3) 0.7

Arnounts payable on other loans @.1) {0.2)
(0.4} (©.9)

Net interest receivable 0.4 . 041

Notes to the accounts x
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8 Pensicns and other post-retirement benefits
The Group operates pension schemes covering the majority of employees. The schemes are funded by confributions partly from the employees
and partly from the companies at rates determined by independent actuaries.

UK pension schemes

The Group operates two principal pension schemes in the UK, the trustees of which are independent. Both are defined benefit schemes,

the assets of which are held separately from those of the Company and are funded by means of contributions paid by members and the
Company (as necessary) in order to ensure that the schemes can meet their expected benefit obligations. The funding policy is to ensure that
the assets held by the schemes in the future are adequate to meet accrued liabilities allowing for future increases in pay and pensions. None of
the assets of the schemes are invested in the Company except for an interest in the cumulative preference shares of the Company which have
an estimated current market value of £0.3m.

The most recent formal valuations of the Fund and Scheme were camied out as at 30 June 1897 by independent actuaries using the projected unit
method. The market value of the two Schemes® assets and funding levels at that date were as follows:

Market Funding

value level

£m %

Molins UK Pension Fund (the Fund) 263 132
Molins Senior Management Pension Scheme (the Scheme) - 40 109

The valuation results were updated to 31 December 1997 by the actuaries on an approximate basis to show a combined surplus of £563.1m,
In respect of the Scheme, following discussions between the Company and the Trustees, it was agreed that the surplus was sufficient to
allow the Company to contribute at a much reduced level, subject to future actuarial reviews. In respect of the Fund, following discussions
between the Company and the Trustees, it was agreed that the Company would continue not to make employer's contributions, subject to
future actuarial reviews.

The principal actuarial assumptions used in deriving the UK pension credit for 1989 were an investment return of 8.25% per annum, pensionable
pay increases of 6.5% per annum, pension increases of 4.0% per annum and, when considering the equily element of the assets, dividend
growth of 4.25% per annum. The actuarial surpluses are being spread over the average expected future working lifetimes of current employees
as a percentage of pensionable pay.

~ US pension schemes

In the US, the Group has two non-contributory schemes offering defined benefits to members. For the purposes of determining the surplus
or deficit funding, formal independent actuarial valuations were carried out as at 1 January 1999 using the projected unit credit method.
Resulting from these valuations the profit before tax includes a pension credit of £0.4m (1998: £0.3m) which is net of & normal pension cost
of £0.2m (1998: £0.4m).

1969 1998
Analysis of the net pension credit included in the Group’s profit and loss account e £m
United Kingdom Fund and Scheme:
Normal pension cost (2.8) (3.3)
Amortisation of the surplus 33 31
interest element on balance sheet prepayment 1.0 0.9
1.5 0.7
Other pension arrangements 03 0.2
Net pension credit 1.8 0.9

30 NMotes to the accounts
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1959 1958
9 Tax on profit/(loss) on ordinary activities €m Em

UK Corporation tax at 30.26% (1998: 31.0%) on profit/(foss) for the year

— current year 3.4 4.7
— prior year - 0.2
Advance corporation tax written off (nef) - 0.1
Less double taxation relief 3.9 (4.3)
UK taxation - 0.3
Overseas taxation 0.8) 6.0
Taxation (credit)/charge (0.8) 6.3

Overseas taxation includes a credit of £2.2m (1998: £3.3m charge) in respect of the sale of Langston less a charge of £0.1m relating to the
closure of the Australian operations.

1989 1968
10 Profit/(loss) attributable to parent company Em £m
Amount dealt with in the Company's accounts 14.9 (8.5)

11 Basic and fully diluted earnings/(loss) per ordinary share
The calculations of eamings/(loss) per ordinary share are based upon profits/(losses) after taxation {less preference dividends) of
£4.1m (1998: loss £12.9m), and on the weighted average of 34,846,109 shares in issue during the year (1998; 35,572,953 shares).

Reconciliation from basic and fully diluted earnings/(loss) per share 1999 1998
to basic and fully diluted earnings per share before exceptional items pence perce
Basic and fully diluted earnings/(loss) per share 11.8 {36.2)
Exceptional items : (5.2) 525
Basic and fully diluted earnings per share before exceptional items 6.6 16.3
Notes to the accounts 31

Molins annual report and accounts 1999




Group Comparty

Fixtures Fixtures
Land & Plant & fittings & Land & Plant & fittings &
buildings machinesy vehicles Total buildings machinery vehicles Total
12 Tangible fixed assets £m £m £m £m &m €m £m £m
Cost or valuation:
At beginning of year 19.1 24.5 22,0 65.6 14.7 16.1 17.7 48.5
Retranslation and other adjustments 0.3 0.3 (0.2 0.4 - 02 - 09 -
Additions - 0.5 1.8 2.3 - 0.1 1.4 1.5
Disposals (0.8) (2.9} (7.1 (10.8) - (2.6) (6.7) 9.3
At end of year 18.6 22.4 16.5 57.5 14.7 13.8 12.2 40.7
Depreciation: B
At beginning of year 1.4 8.4 16.4 36.2 1.5 1.8 13.7 271
Retranslation and other adjustments 0.2 0.4 0.1 0.7 - 0.2 {0.9) —
Charge for year 03 0.9 2.1 33 0.2 0.b 1.7 2.4
Disposals 0.9 (2.8} (6.6} (9.6) - (2.6) (6.4) (9.0)
Atend of year " 1.7 169  12.0 30.6 1.7 10.0 88 205
Net book values:
At beginning of year 17.7 6.1 5.6 29.4 13.2 42 4.0 21.4
Atendofyear - 16.9 5.5 45 26.9 130 3.8 34 202

The net book value of land and buildings based upon cost or valuation at 31 December 1999 comprises the following:

Group Company
Cost Malation Total Cast Valuation Total
£m &m £m Em &m £m
Frecholds - - 161 15.1 - 119 110
Long leaseholds - 1.8 1.8 - 1.8 1.8
- 169 169 - 13.0 13.0

The net bock value of fixed assets for the Group and Company includes £0.2m (1998: £0.6m) in respect of assets held under finance leases.
Depreciation charged on finance leased assets in the year was £0.1m (1998: £0.4m). The net book value for the Group and Company of
assets held in the course of construction is £nil (1998: Snif).

The Group's principal properties were extemally valued on an open market existing use basis by professional valuers as at 31 December 1998,
The valuations were carried out by Messrs Wilks Head & Eve, Chartered Surveyors in accordance with the RICS statements of asset valuation
practice and guidance notes.

The historical cost of land and buildings shown at valuation: for the Group is estimated o be £15.4m (19688: £16.0m) and for the
Company £10.9m (1998: £10.9m).

Depreciation is not charged on assets, which are included in land and buildings, with a gross value for the Group of £7. 1m (1998: £7.2m)
and for the Company of £5.9m (1998: £5.9m).

32 Notes to the accounts
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Investment in associate

Share of
net assets Loans Total
13 Investments £m £m em
Group
At 1 January 1999 i.9 - 1.9
Reclassification from debtors - 0.5 0.5
Share of net loss for year (0.3) - {0.3)
At 31 December 1999 B | ' ' 16 - 05 2.1
Investments in subsidiaries Inveshment in associate Total
Cost of Costof
shares Provisions Loans shares Provisions
£m &m £m £m £m £m
Company .
At 1 January 1969 15.9 (1.7} 30.2 24 0.2 46.3
Additions in year 0.7 - - - - 0.7
Provision in year - - - - (0.3} 0.3)
At 31 December 1999 - o 16.6 a7 302 2.1 05) 467
Group Company
1989 2538 1969 1998
14 Stocks £m 0 €m gm
Raw materials and consumables B S o 3.5 =8 3.1 38
Work in progress 16.2 18.3 8.2 10.3
Finished goods 11.1 L0 59 8.2
308 33 17.2 203
Notes to the accounts 33
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Group Company
1999 1898 1999 1998
15 Debtors £m Em £m £m
Amounts falling due within one year:
Trade debtors 232 25.0 13.2 16.8
Amounts owez by Group undertakings - - 10.1 8.1
Other debtors ncluding taxation 3.2 9.1 0.7 1.1
Prepayments znd accrued income 241 2.8 1.6 1.9
' 285 369 256 279
Amounts falling due after more'tl;ia;h Eme year:
Other debtor: 0.4 0.4 0.4 0.4
Langsten sucs dinated loan note - 4.3 - -
Pension func zrepayment 16.3 141 13.6 1.8
‘ 16.7 i8.8 14.0 12.3
Total debtors ) 45.2 BB.7 39.6 402
Group Company
1999 1998 1999 1998
16 Borrowings £m &m £m &m
Amounts falling due within one year:
Qverdrafis 0.1 1.3 - -
Other borrow -2 0.1 - - -
Sandiacre loz- notes 1.0 1.0 1.0 1.0
Finance leas= -cligations - 0.1 - -
e e - e o i ”
Amounts fallin-g-zd“t-.l-é ;fter more than one year: -
Repayable bzz~een one and two years 0.1 0.1 - -
Between twe znd five years 0.1 0.1 - -
More than fivz ;ears 0.2 0.2 - -
0.4 0.4 - -
Amounts falling due after more thran one year comprise:
Other obligaz:~ 0.1 - - -
Finance leas= soligations - 0.1 - -
Mortgage (se-_red on property) 0.3 0.3 - -
- 0.4 0.4 - -
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Group Company
. 1999 1998 1999 1998
17 Other creditors &m &m £m &m
Amounts falling due within one year:
Deposits received on account 11.8 1.9 3.0 3.7
Trade creditors 10.4 16.5 7.8 12.0
Amounts owed to Group undertakings - - 33.9 389
Corporation tax including ACT 0.7 4.1 - -
Other taxes and social security 0.7 1.0 0.7 0.9
Other creditors 8.6 9.3 5.6 43
Accruals and deferred income 5.4 1.3 4.4 85
376 531 554 676
Group Company
. 1999 1958 1999 1998
18 Creditors — amounts falling due after more than one year €m £m em £€m
Pension fund accrual 0.2 0.3 - 0.1
19 Operating leases
At 31 December there were annual commitments under non-cancellable operating leases as set out below:
Group Company
1909 1998 1999 1998
Land and 1989 land and 1998 Land and 1989 Land and 1898
buldings Crher buildings Other buildings Other buildings Other
£m £m &m £m £m &m &m £m
Operating leases which expire:
Within one year - - 04 0.1 - - O 0.4
Between two and five years - 0.5 - 0.4 - 0.2 - -
More than five years 0.3 - 0.3 - 0.3 - 0.3 -
0.3 0.5 0.4 0.5 0.3 02 04 0.1
Notes to the accounts 35
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Restructuting &
Deferred  rationalisation

taxation provisions Other Total
20 Provisions for liabilities and charges &m &m £m £m
At t January 1999 (restated) 0.3 89 2.3 1.5
Retranslation 0.1 - - 0.1
Credit for the year - - 0.3 0.3
Utilised during the year - 5.5 - (5.5)
At 31 December 1999 0.4 3.4 2.0 5.8

Warranty and after-sales service amounts {otalling £2.3m, previously included in Other creditors, have been reclassifed to Provisions for
fiabilities and charges. For the Company there are provisions for rationalisation costs of £3.0m {(1598: £8.9m) and for warranty and
after-sales service of £1.7m (1998: £2.1m).

Group Company
1999 1998 1999 1908
£m £m £m &m

Deferred taxation comprises: :
Equalisation of capital allowances and depreciation 0.4 0.3 - -
The amount of unprovided deferred taxation is as follows:
Equalisation of capital allowances and depreciation 1.1 1.1 1.1 1.1
US stock 0.3 0.3 - -
Capital gains in respect of UK and overseas property revaluations 2.1 3.2 1.9 2.0
Other timing differences 5.9 (7.3) (5.6) (5.4}

@4 @7 (28 ©3)

No provision for deferred taxation has been made on the net pension fund prepayment as this is not regarde;:i_ as a timing difference which wilk
reverse in the foreseeable future for tax purposes.

36 Notes to the accounts
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1999 1998

Allotted Allotted

1999 1888 called upand  calied up and

Authorised  Autherised fully paid fully paid

21 Share capital gm €m £m &m

Ordinary shares of 25p each 10.1 101 8.1 8.9
Preference shares of £1 each (6.0% after the abolition of

advance corporation tax from 6 April 1699, previously 4.2%) 0.9 0.9 0.9 0.9

11.0 11.0 8.0 9.8

During the year 3,097,045 ordinary shares of 25p each (nominal value £0.8m) representing 8.7% of the issued share capital were purchased
by the Company at a cost of £3.8m.

There were 32,477,819 (1998: 35,574,864) ordinary shares in issue at the year end.

Savings

related Executive
Options held over Molins PLC ordinary shares were as follows: schemes schemes
At 1 January 1999 342,396 612,030
Granted 049,864 30,000
Exercised - -
Lapsed (117,319) (166,080}
At 31 December 1999 ' 474,941 475,950
Option price per share ' B ) 89p - 702p 112p - 9040
Exercise dates 1999 - 2005 1996 — 2009

Preference shares

Dividends 1o preference shareholders amounted to £54,000 {1998: £37,800).

The preference shares carry a fixed cumulative preferential dividend at the rate of 6.0% per annum and on a winding up entitle the holders
to repayment of the capital paid up thereon (fogether with a sum equal to any arrears or deficiency of the fixed dividend calculated to the date
of the return of capital and to be payable irrespective of whether such dividend has been declared or eamed or not) in priority to any payment
to the holders of the ordinary shares, but the preference shares shall not entitle the holders thereof to any further or other participation in the
profits or assets of the Company.

The preference shareholders are not entitled to receive notice of or to attend or vote at any general meeting unless either:

a at the date of the notice convening the meeting, the dividend on the preference shares is six months in arrears (for this purpose the dividend
on the preference shares is deemed to be payable half yearly on 30 June and 31 December in every year); or

b the business of the meeting includes the considaration of a resolution for the winding up of the Company, or for reducing its share capital
or for sanctioning a sale of the undertaking, or any resolution directly and adversely affecting any of the special rights or privileges attached to
the preference shares.
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Capital
Share  redemption  Revaluation Profit &

premium reserve reserve  loss account Total
22 Share premium account and reserves £m £m £m £m Em
Group
At 1 January 1999 95.6 - 17.7 17.3 60.6
Transfer from profit and loss account in the year - - - 2.0 2.0
Transfer between reserves - - (10.4) 10.4 -
Currency translation differences arising
on foreign currency denominated net investments - - - (0.3) 0.3
Purchase of own shares (note 21} - 08 - (3.8 3.0
At 31 December 1999 25.6 0.8 73 256 593
Company
At 1 January 1999 25.6 - 6.0 15.7 47.3
- Transfer from profit and loss account in the year - - - 12.7 127
Purchase of own shares (note 21} - 0.8 - (3.8) 3.0
At 31 December 1999 o 25.6 0.8 60 246  57.0

Cumulative total amounts taken to reserves in respect of goodwill on acquisition of continuing businesses have amounted to £44.7m for the
Group (1998: £44.7m) and £18.9m for the Company (1998: £18.9m).

Group Company
16999 1998 1999 1998
23 Shareholders’ funds £m £m gm £m
Equity interests - - 67.4 695  65. 56.2
Non-equity interests 0.9 0.9 0.9 0.9
N 683 704 660  57.1

Group

1999 1998
24 Minority interests gm £m
At 31 December (all equity) (note 26) - 0.2
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1999 1998

25 Reconciliation of operating profit/{ioss) 1o operating cash flows £m £m
Operating profit/(loss) ' 3.3 {6.9)
Depreciation 33 58
Other movements 0.4) 0.2
Movemenis in restructuring and rationalisation provisions:
~ new provisions created - 16.0
~ cash movements (5.5) (10.1}
Working capital movements:
—stocks 6.3 1.4
— debtors 0.3 121
— creditors and other provisions (8.2) (12.9)
Net cash (outflow)/ inﬂowﬂ from oper;ting activities 0.9) _%
Cash flows from exceptional items excluding tax effect {5.5) (10.3)
Other cash flows 4.6 15.89
Net cash (outflow)/inflow from operating activities (0.9) 5.6
Notes to the accounts %
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1696 1908
26 Analysis of cash flows for headings netted in the cash flow statement £m £m
Returns on investments and servicing of finance
Interest received 0.8 0.8
Interest paid (0.4) (1.0)
Net cash inflow/(outfiow) for returns on investment and servicing of finance 0.4 0.2
Taxation
Taxation repaid 2.9 241
Taxation paid {2.6) e.h
Net cash inflow/(outflow) for taxation 0.3 (6.0)
Capital expenditure .
Purchase of tangible fixed assets {2.2) (2.8)
Sale of tangible fixed assets 0.8 2.9
Net cash {outflow)/inflow for capital expenditure {1.4) 0.3
Acquisitions and disposals
Disposal of businesses 3.8 24.4
Investment in joint venture - 0.3
Nef cash ir_ﬁ‘-l-ow for acquisitions and disposals 38 241
Management of liquid resources S -
Decrease/(increase} in short-term bank deposits 3.7 (4.6)
Financing. -
Issue of ordinary share capital - 0.1
Purchase of own shares (3.8) -
Debt due within a year: decrease in short-term borrowings (0.1) (0.1)
Debt due beyond a year: decrease in unsecured loans - (14.5)
Net cash outflow from financing {3.9) (14.5)

Management of liquid resourceé iacludes movements in cash deposits which do not fall within the definition of cash for the purposes of FRS 1

(revised).

The cash inflows from disposals in 1998 related to the sale of Langston. A further pre-tax cash inflow of £2.5m was generated in 1999 as part of
the early repayment of the subordinated foan note. The Group disposed of the activities of Molins (Australia) Pty Limited during the year. Non-
monetary net assets with a value of £1.2m were disposed of for a net consideration of £1.1m. The Group alsc disposed of its minority interest in

Langen Kyoto at net book value, realising £0.2m.
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At tJan Exchange  At31 Dec
1999 Cash flow movermnent 1999
27 Analysis of net funds £m em £m £m
Cash at bank and in hand 9.2 (0.5) - 8.7
Overdrafts (1.3) 1.0 0.2 0.1)
Short-term bank deposits 45 (3.7 0.3 14
12.4 (3.2) 0.5 9.7
Debt due within 1 year (1.0) - 0.1 1.1
Debt due after 1 year 0.3) (0.1) - 0.4
Finance leases 0.2 0.2 - -
Total net funds 1_09 (3.—13_ 0.4 8.2

28 Financial instruments

The Group's treasury policies are explained on page 11 in the Financial review.

Cash at bank and at hand

The Group's only financial assets are short-term debtors and cash at bank and in hand. [n both cases there is no material difference between
book and fair value. All cash surplus to immediate operational requirements is placed on deposit at floating rates of interest. The cash profile

at 31 December 1999 was:

Cash

Cash at on which

floating no interest
rates is paid Total
Currency £m £m £m
Stering 4.4 1.0 5.4
Australian dollar 1.0 0.8 1.8
US dolar 0.6 - 0.6
Other 1.7 0.3 2.0
7.7 21 9.8

interest rates for sterling, Australian dollar and US dollar deposits are based on LIBOR, the Australian inter bank rate and US prime or base

rates respectively.
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Financial liabilities

The Group’s only financial liabilities are the borrowings shown in note 16 and in Other creditors in note 17. In both cases there is no material

difference between book and fair value. The profile of borrowings by currency at 31 December 1999 was:

Bomowings  Bormowings

at floating at foed
rales rates Total
Currency £m £m £m
Sterling 1.0 - 1.0
Other 0.3 0.3 0.6
7 7 1.3 0.3 1.6

The sterling borrowing bears interest at UK base rate. The borrowings at fixed rates are in Dutch guilders at a weighted average interest rate of

6.8%, the weighted average period for which the rates are fixed being 8 years.

Undrawn borrowing facilities

The Group has various undrawn committed borrowing facilities. The facilities available at 31 December 1399 on which all conditions precedent

had been met were: -

£m
Expiring in one year or less 6.2
Expiring in more than one year but less than two years -
Expiring in more than two years 17.0
: o 23.2
Currency exposures
As at 31 December 1889, after taking into account the: effects of forward foreign exchange contracts, the Group had no material currency
exposures, Unrealised exchange gains and Josses on forward foreign exchange contracts were:
Total net
gains/
Gains Losses {losses})
£m £ Em
Unrecognised gains and losses on hedges at 1 January 1999 - (0.2) (0.2)
Gains and losses arising in previous years that were recognised in 1999 - 0.2 0.2
Gains and losses arising before 1 January 1999 that were not recognised in 1999 - - -
Gains and losses arising in 1998 that were not recognised in 1999 0.1 - 0.1
Unrecognised gains and losses on hedges at 31 December 1099 0.1 - 0.1
Gains and losses expected to be recognised in 2000 0.1 - 0.1
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Group Company

1939 1998 1998 1908

29 Capital commitments €m £m £m £m

Capital investment contracted but not provided for 0.1 0.1 - 0.1
Group Company

1999 1998 1999 1698

30 Contingent liabilities gm £m £m £m

Contingent fiabilities in respect of indemnities in relation to sales and other contracts 6.4 5.2 5.8 5.2

31 Related party transactions
Details of the principal subsidiary undertakings are shown on page 44. In accordance with FRS 8, transactions or balances between Group
entities that have been eliminated on consolidation are not reported.

The Group recharges the Molins Group pension schemes with the cost of administration incurred by the Group. The total amount recharged
in the year to 31 December 1999 was £0.2m (1998: £0.2m).
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Principal subsidiaries, divisions, branches
and associates

Tobacco Machinery

Molins Tobacco Machinery Limited
Haw Lane, Saunderton, High Wycombe
Bucks HP14 4JE

Tel: +44{0)1844 343211

Fax: +44(0)1844 342410

Tix: 838077

E-mail: mtm@molins.com

AJP Sabberwal Chief Executive

Molins do Brasil Maquinas Automaticas
Lida

Rua Joao Lunardelli, 810

Curitiba - PR

CEP 081450-120

Brazil

Tel: +55 41 348 4820

Fax: +55 41 348 2456

E-mail: molins.brazil@molins.com

SG McFarlane President

Molins Far East Private Limited

5 Pereira Road 05 - 04,

Asiawide Building

Singapore 368025

Tel: +65 280 3788

Fax: +65 289 5788

E-mail: mfe@molins.com

A Wong Director & General Manager

Molins Kunming Service Centre

Niujie Estate, No 32 - 1

Kunming Economic and Technological
Development Zone

Kunming City, Postal Code 650217

Yunnan Province, Peoples Republic of China
Tel: +86 871 726 6780

Fax: +86 871 726 6503

E-mail: molinssc@public.km.yn.cn

R Bamard Manager

Molins Richmond Inc.

3900 Carolina Avenue, Richmond
Virginia 23222, USA

Tel: +1 804 329 9081

Fax:+1 804 321 5862

E-mail: molins.richmond@molins.com
MA Cooke President

Molmac Engineering Limited
26 Tanners Drive, Blakelands
Milton Keynes MK14 BLA

Tel: +44(0)1908 617463

Fax: +44(0)1908 613857
E-mail: molmac.mk@molins.com
R Higham General Manager

Kunring Molins Tobacco Machinery
Company Limited (48%)

Niujie Estate, No 32 -1

Kunming Economic and Technological
Development Zone

Kunming City, Postal Code 650217
Yunnan Province, Peoples Republic of China
Tel: +86 871 726 7009

Fax: +86 871 726 4427

E-mail: kmmolins@public.km.yn.cn
Sun Xiang General Manager

Molins Tobacco CIS (60%)
Zvesdny Boulvard 21A (Building 3)
129085 Moscow, Russia

Tel and Fax; +7 095 215 0944

Packaging Machinery

Langen Packaging Inc.

6154 Kestrel Road, Mississauga
Ontario, Canada, L5T 122

Tel: +1 905 670 7200

Fax: +1 905 670 5291

E-rmail: langen.pack@smolins.com
JD Whincup President

Langenpac NV

Edisonstraat 18

Postbus 417, 6600 AK Wijchen

The Netherlands

Tel: +31 24 648 6655

Fax: +31 24 648 6657

E-mail: langen.netherlands@molins.com
K van Dam Managing Director

Principal subsidiaries, divisions, branches and associates
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Molins ITC Machinery

13 - 13(a) Westwood Way, Westwood
Business Park

Coventry CV4 8HS

Tel: +44 (0)2476 421100

Fax: +44 (0)2476 421255

E-mail: itc@melins.com

MJ Cahiil Director of Engineering

Sandiacre Packaging Machinery Limited
101 Lilac Grove, Beeston, Notts NG9 1PF
Tel: +44 (0)115 9678787

Fax: +44 (0)115 9678707

E-mail: sandiacre@molins.com

DC Owen Director and General Manager

Sandiacre Richmond

3900 Carolina Avenue, Richmond
Virginia 23222, USA

Tel: +1 804 329 9081

Fax: +1 804 321 5862

E-mail: sandiacre.richmond@molins.com
T Snader General Sales Manager

Note

The subsidiary and associated undertakings
shown above include those which principally
affect the profits and assets of the Group.
UK undertakings operate in England and are
registered in England & Wales. Overseas
companies operate and are incorporated in
the countries in which they are based.

In all cases the class of shares held is
ordinary equity shares and the proportion
held is 100% unless otherwise indicated.
Shares in the UK, Chinese and Russian
companies are held directly by Molins PLC
and those in the other overseas subsidiaries
by intermediate holding companies. A full list
of subsidiaries will be included in the next
annual return filed at Companies House.




Five year record

1959 1998 1997 1996 1695
£m £m Em &m £m

Tumover 1106 1702 2548 3060 9855
Operating profit (before exceptional items) 3.3 9.1 13.1 38.3 320
Net interest receivable/(payable) 0.4 0.1 (1.9) (1.0) 2.2}
Profit before taxation (before exceptional items) - 37 9.2 11.9 37.3 9.8
Exceptional items (0.3) (15.8) (31.3) (3.9 -
Profit/(loss) before taxation 3.4 ®6) (20.1) 334 993
Taxation 08 (6.3) (0.5) (8.5) (7.5)
Profit/(loss) after taxation N 42 (129 (206 249 223
Return on sales ’ 3.0%  53%  51% 125%  11.2%
Eamings per share (before exceptional items) 6.6p 16.3p 16.3p 81.0p 65.4p
Eamings/(foss) per share 11.8p (36.2p (BBSYp 72.8p 65.4p
Dividends per share 6.5p 8.0p 15.0p 22.0p 20.0p
Fixed assets and investments 29.0 31.3 51.8 55.9 53.5
Stocks 308 38.1 60.9 78.1 76.8
Debtors 45.2 557 76.1 79.9 80.65
Creditors and provisions (44.9) (65.4} (98.5) (96.1)  {(106.3)

60.1 59.7 90.3 117.8 1046
Net cash/(borrowings) 8.2 10.9 (7.3) (1.7 - 6.8
Netassets 683 706 830 1061 1114
Share capital and premium account 34.6 354 353 30.5 29.1
Reserves and minority interests 33.7 35.2 47.7 75.6 82.3
Shareholders’ funds (including non-equity and minorities) 68.3 70.6 83.0 106.1 111.4
Net assets per equity share 208p 196p 231p 303p 324p
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Notice of meeting

The eighty-eighth Annual General Meeting of
Molins PLC will be held at Forte Posthouse
Hotel, 600 Saxon Gate West, Central Milton
Keynes on Wednesday 26 April 2000 at
2.30pm for the following purposes:

1 To receive the directors’ report and audited
accounts for the year ended 31 December
1999. (Resolution number 1}

2 To declare a final dividend on the ordinary
shares, (Resolution number 2)

3 To re-appoint Mr MS Hodgkinson, a
director retiring by rotation. (Resolution
number 3)

4 To re-appoint Mr MJR Saw, a director
retiring by rotation. (Resolution number 4)

5 To appoint Dr AJP Sabberwal as a director.
Dr Sabberwal was appcinted to the Board since
the last Annual General Meeting. (Resolution
number 5)

6 To appoint Mr DMCE Steen as a director.

Mr Steen was appointed to the Board since the
last Annual General Meeting. (Resolution
number 6)

7 To re-appoint KPMG Audit Plc as auditor
and io authorise the directors to determine its
remuneration. (Resclution number 7)

As special business:
8 To consider and, if thought fit, to pass the
following reselution as a special resolution:

Special resolution
Disapplication of pre-emption rights
THAT

a The directors be and are hereby
empowered pursuant to Section 95 of the
Companies Act 1985 (the "Act”) fo allot
equity securities for cash, pursuant to the
general authority conferred upon them by
Resolution 7 passed at the Annual General
Meeting held on 24 April 1996, for the pericd
beginning on 27 April 2000 and ending on 25
April 2001, as if Section 89(1) of the Act did
not apply to any such allctment and so that
the power conferred by this resolution shall
enable the Company to make any offer or
agreement before the expiry of this power
{unless previously revoked or varied by the
Company in general meeting), which would or
might require equity securities to be allotted
after such expiry and so that notwithstanding
such expiry the directors may allot equity
securities pursuant to any such offer or
agreement previously made by the Company
as if the power conferred hereby had not
expired PROVIDED however that the power
conferred by this resolution shall be limited:

i tothe allotment of equity securities in
connection with or pursuant to any
arrangement whereby the holders of ordinary
shares at a record date or dates adopted for
the purposes of the arrangement are entitled
to acquire any equity securities of the
Company issued for cash pursuant to such
arrangement, in the proportion (as neary as
may be) to such holders’ holdings of shares
{or, as appropriate, to the numbers of ordinary
shares which such holders are for the
purpose deemed to hold) subject to such
exclusions or other arrangements as the
directors may consider necessary or
expedient to deal with fractional entitlements
or legal or practical problems under

or resulting from the application of the laws
of any territory or the requirements of any
recognised regulatory body or stock
exchange in any territory; and

Notice of meeting
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i to the allotment (otherwise than pursuant
to sub-paragraph i above) of equily securities
having an aggregate nominal value not
exceeding £432,000; and

b Words and expressions defined in or for
the purposes of the Act shall bear the same
meanings in this resolution. (Resolution
number 8)

9 To consider and, if thought fit, fo pass the
following resolution as a special resolution:
Special resolution

Purchase of own shares

THAT

The directors be empowered in the terms of
Article 39 of the Company’s Articles of
Association and pursuant to section 166 of
the Companies Act 1985 to make market
purchases (as defined in section 163(3) of
that Act} of ordinary shares of 26p each in
the capital of the Company, provided that:

a the maximum aggregate number of shares
which may be so purchased shafl be
4,838,671 ordinary shares (representing
approximately 15% of the Company’s issued
ordinary share capitat at the date of the notice
convening the meeting at which this
resolution is to be proposed);

b the maximum price which may be paid for
an ordinary share shall be an amount equal to
105% of the average middle market
quotations taken from the London Stock
Exchange Daily Official List for the five
business days immediately preceding the day
on which the shares in question are to be
purchased {excluding expenses);




¢ the minimum price which may be paid for an
ordinasy share shall be 25p (exclusive of
expenses); and

d this authority shall expire, uniess previously
revoked or varied, at the conclusion of the
next Annual General Meeting of the Company
after the passing of this resolution or 12
months from the date of the resclution
{whichever is the earlier) provided that the
Company may before this authority expires
make contracts for purchases of ordinary
shares under this authority which would or
might be executed wholly or partly after this
authority expires and may make a purchase
or ordinary shares pursuant to any such
contract. (Resolution number 9)

By order.of the Board
6 March 2000

Note

A member entitled to attend and vote may
appoint one or more proxies to attend and,
on a poll, vote instead of him. A proxy need
not be a member. )
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Corporate information

Registered head office
Molins PLC

11 Tanners Drive

Blakelands

Milton Keynes

MK14 51U

Tel: +44 (0)1908 2165611

Fax: +44 (0)1908 216499
E-mail: molins.ho@molins.com

Secretary
CJ Horton MA (Cantab)

Registered number
1248565

Auditors
KPMG Audit Plc

Stockbrokers
Cazenove & Co

Registrars

IRG plc

Boume House

34 Beckenham Road
Beckenham

Kent BR3 4TU

Share price
Available from:
Ceefax—page 228
Teletext - page 536

FT Cityline — telephone: 0906 843 3398

Selected national newspapers

Timetable

Record date for final dividend 14 April 2000
Annual General Meeting 26 April 2000
Payment date for final dividend 17 May 2000

Payment date for preference dividend 30 June 2000
Interim statement for half year results  September 2000
Payment date for preference dividend 31 December 2000

Website:
Further information about the Company is available via the intemnet
an the Group's website at: http://www.molins.com
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