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PACKAGING OF CONSUMER PRODUCTS.
INNOVATIVE SOLUTIONS DELIVERED
ON A GLOBAL BASIS.
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FINANCIAL HIGHLIGHTS
> INCREASE OF 6% IN UNDERLYING EARNINGS
> STRONG CASH FLOWS, RESULTING IN NET FUNDS OF £9.0M

> SIGNIFICANT IMPROVEMENT IN THE VALUATION OF THE UK PENSION
SCHEME

> FULL YEAR DIVIDENDS MAINTAINED AT 5 OP PER SHARE
> SATISFACTORY LEVELS OF PROSPECTIVE PROJECTS UNDER DISCUSSION

SALES UNDERLYING OPERATING PROFIT NET CASH FROM OPERATING
{Cantinuing operations before ACTIVITIES
exceptional items)

£86.4m £3.7m £9.2m

(2009 £83 8m) (2009 £3 5m) (2009 £8 Om)

OPERATIONAL HIGHLIGHTS
> DEVELOPMENT OF PRODUCT RANGES IN ALL DIVISIONS

> DEMAND REMAINED STRONG ACROSS ALL PRODUCT GROUPS
AT CERULEAN

> INVESTMENT IN PROCESS CAPABILITIES AND IN LABORATORY QUALITY
SYSTEMS AT ARISTA

> CONCENTRATION ON DEVELOPMENT OF KEY CUSTOMERS AND INTERNAL
PROCESSES IN PACKAGING MACHINERY

> COST BASE AND EFFICIENCY IMPROVEMENTS IN TOBACCO MACHINERY




2 MOLINS PLC
ANNUAL REPORT AND ACCOUNTS 2010

Y /i

MOLINS AT A GLANCE

THE GROUP SERVES

ITS CUSTOMERS
THROUGH ITS WIDE
GEOGRAPHIC SPREAD
OF SALES, SERVICE
AND MANUFACTURING
LOCATIONS.

SCIENTIFIC SERVICES PACKAGING MACHINERY

Arista Laboratornies, based in Richmond, Virginia, USA, and ITCM, based in Coventry, UK, is a specialist engineering

Kingston upon Thames, UK, 1s an independent tobacco and suppher, developing innovative products and associated

smoke constituent analytical laboratory production and packaging machinery for blue-chip
customers

Cerulean, based in Milton Keynes, UK, with an international

network of sales and service offices, develops, assembles, Langen Packaging Group, based in Mississauga, Ontario,

sells and maintains process and quality control instruments Canada and Wichen, the Netherlands, 1s a designer and

for the tobacco industry manufacturer of cartoning machinery, case packers,

end-of-line and robotic solutions, as well as a provider of
complete turnkey projects involving design and integration
of packaging systems

Cerulean Packing Machinery, based in Milton Keynes, UK,
1s a designer and manufacturer of specialist equipment
for the handling and packing of tubular products

SALES SALES

£20.9m £32.9m

QOPERATING PROFIT OPERATING PROFIT

{Continuing operations before exceptional items) (Continuing aperations before exceptional items)
£2.1Tm £1.0m

EMPLOYEES EMPLOYEES

123 245
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TOBACCO MACHINERY REVENUE BY DESTINATION

Designs, manufactures and services secondary tobacco
processing machinery, particularly mid-speed aigarette
makers, packing and handling equipment

The division operates globally with sales and service
operations in UK, USA, Brazil, Singapore and Russia, as
well as a fully developed supply chain with manufacturing
faciities in Czech Republic and Brazil

£32.6m

OPERATING PROFIT

(Continuing operations before exceptional items)
£0.6m

EMPLOYEES

334
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CHAIRMAN'S STATEMENT

N £ PALMcR BAUNACK

CHAIRMAN

I am pleased to report, in this my first statement as Chairman, that
the Group improved its underlying operating profit {continuing
operations before exceptional items) in the year to £3 7m (2009

£3 5m), on shghtly increased sales of £86 4m (2009 £83 8m}
Underlying earnings per share {continuing operattons before
exceptional items and net financing income/expense on pension
scheme balances) amounted to 13 9p (2009 11 3p) Basic earnings
per share amounted to 15 3p (2009 5 8p) The Group ended 2010
with net funds of £9 O0m (2009 £5 0m), wath particularly strong
levels of customer receipts in the final part of the year

Demand in the Tobacco Machinery division was lower than
expected at the beginning of last year, with strong competition
taking place for all prospective machine orders, which led to further
reorganisation in that dwision The Packaging Machinery division
performed much more strongly, particularly in Europe, and the
Scientific Services division continued to perform well

PENSION SCHEMES

The accounting valuation of the Group’s UK pension schemne shows
a surplus at the year end of £9 9m, a considerable improvernent
from the position at the end of 2009 (£11 4m deficit) The Group
also has three smaller pension funds in the USA with a combined
deficit of £3 7m In ine with many other pension schemes, the
trustee of the UK scheme has decided that it 1s appropriate to use
the CPI measure of inflation for certain future pension increases and
this has been taken into account in the valuattion The Company
commenced paying monthly instalments of £0 1m to the scheme
in respect of deficit funding in July 2010, as agreed following the
June 2009 funding valuation

BOARD

Jonathan Azis dectded to relinquish his role as non-executive
director and Chairman in October 2010 to allow him to spend
time on other activities, which led to my appointment in the
same month Andrew Cripps left the Board in January 2011,

as did John Allkins in March 2011 | would ke to thank them

all for their contnibution to the Group | am pleased to welcome
to the Board two new non-executive directars John Davies joined
in January 2011 and 1s Chair of the Remuneration Commuttee, and
Fhil Moorhouse joined in March 2011 and 1s the new Senior
Independent Director and Chair of the Audit Committee

EMPLOYEES
1 would like to thank all employees for therr contnbution to the
performance of the Group during the year

OUTLOOK AND DIVIDENDS

The economic environment remains uncertain and market
conditions are still challenging However, against this backdrop,
the Group traded quite strongly towards the end of the year and
entered 2011 with an order book only shghtly lower than that

of the year before, with satisfaciory levels of prospective projects
under discussion Given the size of orders in some of the
businesses, the timing of orders considerably influences the level
of activity across the Group and can have a major impact on the
uming of sales and profits, and such timing may be influenced by
political instability 1n some countries in which the Group trades As
1n previous years, performance s likely to be significantly second
ha!f weighted We remain cautiously optimistic about the future
performance of the Group

The Board 1s recommending maintaining the final dividend at 2 5p,
making a total of 5 Op for the year (2009 S Op)

AVRIL PALMER-BAUNACK
CHAIRMAN
1 March 2011
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OPERATING REVIEW

DICK HUNTER
CHIEF EXECUTIVE

SCIENTIFIC SERVICES

The division, which compnises Cerulean and Ansta Laboratories,
delivered another year of strong performance, although not
quite at the levels of the pervious year, with sales of £20 9m
(2009 £22 0m) and operating profit of £2 1m (2009 £2 5m)

Cerulean i1s the market-leading supplier of quality control
instruments and analytical smoke constituent capture machinery
to the tobacco industry It 1s based in Milton Keynes, UK and is
complemented by sales and service offices in a number of other
key geographical areas in supporting its global customer base

Order intake at Cerulean held up at higher levels than had been
expected at the beginning of the year In total, orders were only

a iittle lower than the high levels recorded in 2009, with demand
from China remaining particularly robust in a market that generally
continued to be quite buoyant Sales were mamtamned at similar
levels to those of the previous year All geographic markets
remained strong, as did demand for the whole product range,
including another strong year in Cerulean’s aftermarket business

A key factor in the maintenance of Cerulean’s leading market
posttion Is its commitment to 1ts development activities The
business continues to invest significant levels of resource into the
enhancement of the current product range as well as a widening of
the portfolio Attention also continues to focus on the supply chain,
both to procure goods and services more effectively and to counter
speafic threats to potential disruption to supply caused by difficult
economic conditions

Arnista Laboratones, based in Richmond, USA and Kingston upon
Thames, UK, 1s an independent tobacco and cigarette smoke
constituent testing laboratory, for regulatory, research and product
development purposes Its sales in the year were lower than in the
previous year, and this iImpacted profitability, which was only partly
mitigated by more efficient working practices

As previously reported, legislation was passed in the USA n June
2009 placing the regulation of tobacco products with the US Food
and Drug Administration (FDA} The full consequences of this, in
terms of the required testing regimes, 1s still uncertain, although
much work 15 being carried out by vanous committees of the FDA
as It develops its regulatory system In anticipation of this, Ansta
commenced an investment programme in 1ts methods and process
capabilities, which 1s mainly an investment in skilled labour
resource, for those compaunds that 1t expects will require testing
but for which the testing methodelogy has to be developed 1t 15

expected that the development of these methods will continue
during the first half of 2011 The business s also investing In 1ts
laboratory quality systems, so that it 1s well placed to benefit from
the change In this market as 1t develops

The consequence of the uncertainty of the future requirements 1s
that there was weakness in demand for testing services in the USA,
leading to reduced sales as customers deferred some of therr testing
requirements This general weakness is expected to continue into
2011, although there are some prospects of additional one-off
orders to complement the current activity

Cerulean’s market has remained strong for the last few years, and
although 1t 1s to be expected that the market may become a little
softer In the current year, it remains quite buoyant currently
Short-term prospects at Ansta remaiwn similar to that of a year
before Both businesses operate to short order lead-ttmes which
can change their outlook quite guickly

PACKAGING MACHINERY

The division performed substantially better in the year Sales
increased to £32 9m (2009 £25 8m) and the dvision returned
an operating profit of £1 Om (2009 £1 9m loss, before
exceptional items)

The division comprises ITCM, based in Coventry, UK, which prowides
innovative machinery and engineering solutions to packaging

and processing needs, the Langen Packaging Group, based in
Mississauga, Canada and in Wijchen, the Netherlands, which
supplies highly automated product handling, cartoning and robotic
end-of-line machinery and systems, and Cerulean Packing, based in
Milton Keynes, UK, which supplies tube packing machinery

Overall order intake was at similar levels to that of the previous year,
which allowed the division to benefit from the higher order book
that it entered 2010 with and also to mamntain a similar level of
order book at the end of the year for delivery in 2011 Quotation
activity has gradually increased and there appears to be signs of
increased capital investment taking place, particularly in Europe,
with increased opportunities in Asia and South America

The performance of ITCM 1n the year was much improved
Profitability in 2009 was significantly impacted by two projects that
incurred cost over-runs and, althocugh one of these projects incurred
further costs in 2010 up until 1t was commssioned, the impact on
performance in the year was much less than in the previous year
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OPERATING REVIEW continued

PACKAGING MACHINERY continued

Overall project control and performance has improved and the
business successfully delivered a number of major projects and has
good prospects for further orders from key customers With ITCM
typically receving a small number of relatively high value orders

in a year, the tming of order intake Is cnttcal in terms of achiewing
effective utiisation of its capacity Prospects remain positive but
with uncertainty in respect of timing

The Langen Packaging Group showed much progress in the year,
with orders and sales ahead of the previous year, and profitability
significantly improved The business demonstrated an improvement
in 1ts review and nsk assessment processes, as well as its project
management capabihties In addition work continued on its
sourcing activities, as well as on its product improvement initiatives,
each designed to improve project margins There was quite a
marked difference between performance in Europe, which was
strong, and in the Americas, where the continued strength of the
Canadian dollar has impacted the business’ competitive position
The vanous improvement initiatives have helped to mitigate

this to some degree There has been a strong emphasis on the
development of key customer accounts, and the benefit of

this 1s being seen through repeat orders, and has led to more
opportunities and sales growth in emerging markets, particularly

in Asia and South Amenca The business continues its product
development programme, which has led to a leading range of

side and top load cartoners, robotic case-packers and palletisers

Cerulean Packing, which forms a small part of the dwision,
benefited from the improved prospects that it entered the
year with and delivered increased sales and profit in the year

The division has focused on the development of 1ts customer
contacts and improvement in its internal processes, as well as on
the development of its product range The results of this helped the
dwision deliver higher sales and a return to profitability The dvsion
15 rellant on a number of relatively large prospective orders, the
timing of which 1s important in the effective utiisation of resources
Market conditions remain uncertain but there are encouraging
signs of increasing customer activity The division entered 2011
with an order book at similar levels to that of a year before

TOBACCO MACHINERY

Sales were £32 6m in the year (2009 £36 Om) and operating
profit, before exceptional items, was £0 6m (2009 £2 9m} The
performance of the dmision was impacted by reduced actwity for
new and rebulld machinery, and a reduction in aftermarket sales,
which included an adverse change in the favourable sales mix
expenenced in 2009

The dwiston designs, manufactures, markets and services specialist
machinery for the tobacco industry and provides extensive
aftermarket support to its customers The business 15 headquartered
in1ts new leased premises in Pnnces Risborough, UK, having moved
in June 2010 from its site of over 50 years in Saunderton The
dwision’s central engineering and logistics teams are located there,
as 15 1ts main warehouse for spare parts It s also the base for

the sales and service teams for Europe, Middle East and Africa
Operations are also located in Richmond, USA and in Singapore,
from where the North Amencan and Asia Pacific regions are
supported with sales and senace teams and spare parts distnbution
South Amenican markets are served from Cuntiba, Brazil, which
includes a full manufacturning capabiity The division’s main
machiring and assembly operations are in Plzen, Czech Republic,
which continues to expand I1ts range of actmities to include more
work with the Packaging Machinery division

In the year, the phased delivery of a sign:ficant order, received in
2009, for Octave machines helped to increase the sales value of
new machinery, but as antiopated profit margins on this contract
were quite low, as the dwision developed 1ts logistics and assembly
operations for this newly developed machine Order intake and
sales of other new machines were lower than had been planned
due mainly to delayed purchase decisions, although orders
improved a little towards the end of the year Simifarly order intake
for rebuild machinery in the key South American market was lower
than had been expected at the beginning of the year, and this
translated directly to reduced sales in the year Aftermarket sales,
compnsing spare parts, performance enhancement kits and service,
reduced in the year, mainly reflecting the sales of some one-off
equipment upgrade projects in the previous year
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As a result of reduced activity In the South Amencan market as well
as the continuing high wage cost increases, the division reduced
the number of employees in 1ts Brazilian operation by some 40%
The operation carred out a full sourcing evaluation in the first half
of the year with support from the UK logistics team, which, despite
import tanffs, has allowed 1t to source some components more
competitively from the facility in the Czech Republic and other
third-party suppliers This action enables the business to maintain a
full support and service capability to the customer base whilst
reducing fixed costs The market in South Amernica remains difficult
with customers being cautious In terms of their investment plans
Although a number of opportunities exist, timing remains uncertain
and the cost base in this operation remains under review The
dwision dosed 1ts small service office in Paraguay in the year, with
Its actiity being taken on by the Brazilian operation As part of its
ongoing commitment to improving the efficiency of the division,
redundancies were also made in the UK operation at Pninces
Risborough, resulting in an overall dwisional reduction in the

year of about 20% at a cost of £1 6m before tax

As a consequence of the reduced cost base and increased
operational flexibility, together with an order book which s a httle
lower than it was twelve months previously but which benefits
from improved margins, the division 1s well placed to improve

on its performance 1in 2010, although the impact of poliical and
economic instability in certain North African countries in particular
may impact performance The principal product development focus
remains on the Octave cigarette making machine, which has been
well received in the market

DICK HUNTER
CHIEF EXECUTIVE
1 March 2011
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FINANCIAL REVIEW

B

GROUP FINANCE DIRECTOR

Profit in the penod was £2 9m (2009 £1 1Tm) Underlying
operating profit {continuing operations before exceptional items)
increased to £3 7m (2009 £3 5m) and underlying earnings per
share (continuing operations before exceptional items and net
financing income/expense on penston scheme balances) amounted
to 13 9p (2009 11 3p) Basic earnings per share (continuing
operations) amounted to 15 3p (2009 6 3p) Net funds at the

end of the year increased to £9 Om {2009 £5 Om), helped by an
unusually high level of customer receipts in the last part of the year

OPERATING RESULTS
The trading performance of the Group is discussed in the Operating
review

Group revenue was £86 4m, compared with £83 8m 1n 2009

Sales in the Scientific Services division were £20 9m (2009 £22 Om)
and operating profit was £2 1m {2009 £2 5m) Sales increased to
£32 9m in the Packaging Machinery division (2009 £25 8m) and
operating profit increased to £1 Om (2009 £1 9m loss, before
exceptional items) Tobacco Machinery division sales were £32 6m
(2009 £36 O0m) and operating profit before exceptional items was
£0 6m (2009 £2 9m)

EXCEPTIONAL ITEMS

The Group incurred exceptional charges in the year of £1 6m
before tax In respect of reorganisations within the Tobacco
Machinery division A net charge in 2009 of £0 4m was incurred
which comprised reorganisation costs of £0 7m, net of profit in
respect of property of £0 3m

INTEREST AND TAXATION

Net interest income was £2 Om (2009 £1 Om net interest expense)
included within net interest 1s net financing income on pension
scheme balances of £2 1m (2009 £0 9m net financing expense),
which 15 explained in the Pension Schemes section on page 9
The tax charge on underlying profits (centinuing operations
before exceptional items and net finanoing mncome/expense on
pension scheme balances) was £1 Om, an effective rate of 28%
{2009 35%) The total taxation charge on the Group’s profit
before tax on continuing operations was £1 2m (2009 £0 9m),
an effective rate of 29% (2009 43%)

EARNINGS PER SHARE

Basic earnings per share amounted to 15 3p (2009 5 8p)

Basic earmings per share for continuing operations amounted to
15 3p {2009 6 3p) and underlying earnings per share {continuing

operations before exceptional 1tems and net financing income/
expense on pension scheme balances) amounted to 13 9p
(2009 11 3p)

DIVIDENDS

The Board 1s recommending a final dvidend of 2 5p per ordinary
share which, together with the interim dividend of 2 5p paid In
October 2010, results in a total dvidend of 5 Op per ordinary share
in respect of 2010 (2009 5 Op per ordinary share) The dividend
will be pard on 20 May 2011 to shareholders registered at the close
of business on 26 Apnl 2011

CASH, TREASURY AND FUNDING ACTIVITIES

Group net funds were £9 Om at the end of the year (2009 £5 Om)
Net cash inflow from operating activities was £9 2m (2009 £8 Om),
which benefited from a positive working capital movement

of £3 8m (2009 £2 7m) and 1s after payments of £1 Om

(2009 £1 2m) in respect of reorganisations and net taxation
payments of £0 7m (2009 £0 2m) Receipts from customers

were stronger than expected at the end of the year as a number
of customers made payments to the Group earlier than they

were contractually required to Capitat expenditure of £2 Zm
(2009 £1 6m), which includes £1 2m in respect of the capital
cost of refocating from the Tobacco Machinery division’s former
UK site at Saunderton, consequent to the sale of the site in 2008
and capitalised product development expenditure of £1 Sm

{2009 £1 1m) were incurred in the year Non-capital payments
totalling £0 5m were also made in the year anising from the
relocation of the Tobacco Machinery division’s UK site The sale of
surplus plant and equipment returned cash receipts of £0 2m In
2009 the Group received £0 5m in respect of the sale in 2008 of
the site at Saunderton and £1 Om from the sale in 2009 of property
in the Netherlands Net interest of £0 1m (2009 £0 1m} and
dividends of £1 Om (2009 £1 Om) were also paid in the year

The net cash outflow in respect of discontinued businesses that
were sold in 2006 was £0 1m {2009 £0 4m)

There were no significant changes during the year in the financal
risks, principally currency nsks and interest rate movements,

to which the business 1s exposed and the Group treasury policy
has remaied unchanged The Group does not trade in financial
instruments and enters into dernvatives (pnncipally forward foreign
exchange contracts) solely for the purpose of minimising currency
exposures on sales or purchases in other than the functional
currencies of its various operations
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The Group maintains bank faclities appropriate to its expected
needs Inthe UK, at 31 December 2010 these compnsed secured,
committed borrowing facilities with Lloyds TSB Bank plc and Fortis
Bank SA/NV of £11 1m These facihues, which are committed

until December 2012, are subject to covenants covening leverage,
Interest cover and tangible net worth, and are both sterling and
multi-currency denominated The Group 1s operating well within

its covenant levels Additionally, the Group maintains a committed
facility overseas of £3 2m, denominated in US dollars, which expires
inJuly 2011 Short-term overdrafts and borrowings are utilised

in certain parts of the Group to meet local cash requirements and
these are typically denominated n local currencies Foreign currency
borrowings are used to hedge investments in overseas subsidianes
where appropriate

PENSION SCHEMES

The Group has adopted 1AS 19 (revised) as its basis of accounting
for pension costs The 2010 accounting valuation of the UK
scheme's assets and liabiiities was undertaken as at 31 December
2010 based on the detailed funding valuation work carmed out

as at 30 June 2009, updated to reflect conditions existing at the
2010 year end and to reflect the speafic requirements of 1AS 19
(revised} The smaller US defined benefit schemes were valued as at
31 December 2010, using actuanal data as of 1 January 2010,
updated for conditions existing at the year end Under IAS 19
(rewised) the Group has elected to recognise all actuarial gains and
losses outside of the income statement

The [AS 19 (revised) valuation of the UK scheme showed an
impravement In the year The net surplus at 31 December 2010
was £99m (2009 £11 4m defiat), before tax The value of the
scheme's assets at 31 December 2010 was £328 6m

{2009 £313 Om) and the value of the scheme’s liabilities was
£3187m (2009 £324 4m), before tax The value of the labilities
was favourably impacted by the decision of the scheme’s trustee to
use the CPi measure of inflation for certain future pension increases
The beneficial impact of this was £20 6m (before tax) which has
been accounted for as an assumption change and recognised
through the statements of comprehensive income

The accounting valuations of the US pension schemes showed an
aggregated net deficit of £3 7m (2009 £3 im), all amounts being
before tax, with total assets of £14 5m (2009 £13 5m)

The last scheme specific funding valuation of the Group's UK
defined benefit scheme, which was carried out as at 30 June 20089,
showed a funding level of 96% of hiabilities, which represented a
deficit of £12 1m The solvency position of the fund at that date,
which refiects the scheme’s position if it was wound up, showed

a funding level of 60% Valuations are extremely sensitive to a
number of factors outside the control of the Group, including
discount rates The trustee of the scheme and the Company agreed
a deficit recovery plan, which commuts the Company to paying

to the scheme £1 2m per annum, in monthly instalments, which
commenced July 2010 The deficit recovery penod 1s estimated

to be nine years, which 1s scheduled to be formally reassessed

as at 30 June 2012 The valuation and defiat recovery plan was
submitted to the Pensions Regulator for its review early in the year,
in accordance with the standard process for all such valuations

On request, in the middle of 2010, the trustee of the scheme
provided the Pensions Regulator with some ancillary documents

In respect of the valuation, which it followed up with some quenes
in February 2011

The aggregate pension service cost, before curtailment costs,
charged to operating profit was £1 2m (2009 £1 Om) Curtalment
costs, which anse on the redundancy of certain members of the UK
scheme and are reported as a reorgamsation cost within exceptional
items, were £0 7m (2009 £0 im) Net financing income tn respect
of the schemes was £2 1m (2009 £0 9m expense}, compnsing
expected return on scheme assets of £21 Om {2009 £17 7m) and
interest on obhgations of £18 9m (2002 £18 ém) As a result of
the increase in the value of the schemes’ assets since the beginning
of 2010 and the change in the value of the schemes’ liabilities and
discount rate, the Group expects to report net finanaing income
(before tax) on pension scheme batances in 2011 of around £5m,
which compares to £2 1min 2010

Dunng the year the Company made payments to the UK defined
benefit scheme of £0 6m for the regular cost of benefits and £0 6m
in respect of the defiat recovery plan In 2011, in addition to the
payments for the regular cost of benefits and the deficit recovery
plan, the Company also expects to make payments in respect of the
2010 curtalment costs Only neghgible payments were made to the
Us schemes in the year
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FINANCIAL REVIEW continued

EQUITY

Group equity at 31 December 2010 was £47 1m (2009 £31 3m)
The movement arises from profit for the penod of £2 9m, currency
translation gains on foreign currency net investments of £0 9m,

actuanial gains, net of tax, in respect of the Group’s defined benefit

schemes of £13 3m, less movements on the fair value of cash flow
hedges of £0 2m, dwidend payments of £1 Om and equity-settled
share-based transactions of £0 1m

RISKS

The Board regularly considers the main nisks that the Group
faces and how to mitigate those nsks The principal risks and
uncertainties to which the business is exposed are summarised
as follows

» The Group undertakes a number of large, one-off engineering
projects for (ts customers each year Several nsks follow from
the nature of this type of business, including the potential for
cost over-runs and delays in performing the contract, with
a consequent impact on cash flows and profits The Group
mitigates these nsks by its implementation of good project
management practices, which have been the subject of further
review n the year, tncluding regular technical and commercial
reviews of 1ts major projects Also, the Group 15 prone to
potentially large fluctuations in business levels, as demand can
be quite volatile The Group mitigates these nisks by careful
planning of its resource capacity and review of its order
prospects lists,

* Loss of a key customer The Group has a refatively diversified
base of customers and the customer that accounts for the
largest proportion of sales, excluding one-off projects, 15
routinely responsible for no more than 5% of total sales in any
year The loss of a number of these contracts could have an
adverse effect on the Group's operating results and financial
condition A number of customers operate in countries which
may face a higher degree of political nsk than many others In

the case of certain subsidianies, the loss of a contract indmdually

matenal to that subsidiary could affect its viability and this
could have an adverse effect on the Group’s operating results
and financial condition,

» Availlability of funding The Group has access from its UK banks
to borrowing facilities of £11 1m, which are commuitted until
21 Decermber 2012, as long as the Group continues to meet
the agreed covenants In addition these facilives provide the
Group with access to other finanaial instruments for carrying

on 31 July 2011 The Group expects to continue to operate
within its borrowing facilities and covenants and accordingly
has adopted the going concern basis in preparing its financial
statements Given the availability of credit finance in the market,
if a breach of covenant was to occur it may result in the Group
experiencing difficulty in funding its activities,

Economic and market cycles A considerable proportion of

the Group’s turnover 1s derved from the tobacco industry

and 1s potentially affected by changes in the commercial,
industral and legislative environments of that industry

However, the customer base 1s geographically diverse and the
Group sells a range of products and services to the industry,
including those that relate to the regulation and quality

control of agarettes, as well as those that relate directly to

the manufacture of cigarettes The Group is also potentially
affected by economic cycles and changes in other industnal
sectors more generally There remains the general nsk of trading
partners, ncluding both customers and suppliers, ceasing to
operate The Group monitors such risks and mitigates them as
and where appropnate, but the loss of any such partner could
have an adverse effect on the Group's operating results and
financial condition The prices receved for the Group's products
and services depend on numerous factors, some of which are
beyond its control and the exact effect of which cannot be
accurately predicted Such factors include general economic
and pohucal actvities, including the extent of any governmental
regulation and taxation,

Loss of a key faclity The Group operates a number of businesses
around the world and the loss of any one of them would interrupt
a revenue stream and could potentially have an adverse effect on
the Group's operating results and financial condition The Group
mitigates these nisks by having appropriate disaster recovery plans
in place for each business and by having munimal inter-dependent
IT infrastructures across the Group, thereby not exposing a
number of facilities to the failure of one central system,

Exchange rate movements The majornty of the Group's
operattans are outside of the UK, and therefore a significant
portion of its business overseas 1s conducted In currencies
other than sterling Consequently, its financial performance 1s
affected by fluctuations in foreign exchange rates As a result,
a change in the exchange rates of the US dollar, Canadian
dollar, euro, Czech koruna, Brazilan real and other currencies
against steriing may affect the stering value of profits achieved
The Group’s competitiveness and profitability 1s also affected
by changes in the relative values of foreign currencies where

out its activities, including bank guarantees and forward foreign
exchange contracts The Group alsc has a committed borrowing
facility, subject to covenants, in the USA of $5 Om which expires

the Group's operations outside the UK trade with businesses
in different foreign junsdictions,
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+ Labilities of the Group sponsored pension schemes The Group
operates a defined benefit pension scheme in the UK, which
pays a levy to the Pension Protection Fund of an amount outside
the control of the Group, as well as three smaller such schemes
In the USA Changes (n the value of the habilities of the pension
schemes, which were valued at £336 9m at 31 December
2010 in accordance with I1AS 19 (rewised), as a consequence of
changes in interest rates and mortality rates, amongst others,
and changes in the value of the assets of the pension schemes,
which were valued at £343 1m at 31 December 2010 at market
value, are largely outside the control of the Group The UK
scheme will be subject to a full actuanal funding valuation
as at 30 June 2012, which will form the basis of its funding
requirernents over the subsequent periods The Group has
responsibility for the adequate funding of the pension schemes
and 1s currently paying to the UK scheme £0 1m per month in
respect of defiat funding,

* Ltigation The Group from time to time may be subject to claims
from third parties in relation to its current and past operations
When confronted with such claims, the Group might face legal
costs and rulings against 1t that could have a matenal effect
on the Group’s operating results and financial conditton, and

» The Company's ability to pay dividends The ahbility of the
Company to pay dividends to shareholders is a function of its
profitability and the extent to which, as a matter of law, 1t has
available to 1t sufficient distributable profits out of which
any proposed dividend may be paid Whilst the Company has
histoncally pard dividends to shareholders, there 1s no assurance
that it will continue to pay a dividend going forward

KEY PERFORMANCE INDICATORS (KPis)
Performance in the current and prior years 1s summarnised as

foltows

2010 2009
Underlying profit before tax £3 6m £34m
Operating cash flow £74m £6 8m
Consoldated borrowings cover* {107} (0 67)
Underlying operating return on sales 4 3% 4 2%
Underlying EPS 13 9p 11 3p

* Negatrve number indicates the Group was In a net cash position

The Group monitors the performance of each of its divisions
through detalled monthly operational and financial reporting, wath
comparnisons to budgets and updated forecasts being routinely
made In addition the Group maintains regular reviews and
dialogue with the management of each of the Group’s dvisions

At Board level, the most important key performance measures are

underlying profit before tax, calculated on continuing operations
before exceptional items and net financing income/expense on
pension scheme balances,

operating cash flow, defined as cash generated from operations
before reorgamisation less net cash from investing activities
{excluding net non-capital payments/proceeds ansing from
property transactions and interest receved),

consolidated borrowings cover, being the ratio of Group net
borrowtngs to Group earnings from continuing operations
before interest, tax, depreciation, amortisation, impairment,
penston service cost and exceptional items,

underlying operating profit as a percentage of sales {underlying
operating return on sales), calculated on continuing operations
before exceptional items, and

underlying earnings per share, calculated on continuing
operations before exceptional items and net finanaing income/
expense on pension scheme balances

DAVID COWEN
GROUP FINANCE DIRECTOR
1 March 2011
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BOARD OF DIRECTORS ! 2

[P

1 AVRIL PALMER-BAUNACK?

Chairman

Avril Palmer-Baunack joined the Motins Board as a non-executive
director and Chairman of the Board on 25 October 2010 and
she 15 also Chairman of the Nomination Commuttee She is Chief
Executive Officer of Autologic Holdings plc and a non-executive
director of Alexon Group ple She was formerly Chief Executive
Officer of Universal Satvage plc

2 DICK HUNTER MBA

Chief Executive

Dick Hunter joined the Campany in January 2003, was appointed
to the Board on 28 June 2004 and was appointed Chief Executive
on 25 January 2008 He previously held a number of general
management positions within Coats Viyella plc and Dynacast
International Ltd in Eurcpe, the US and the Far East

3 DAVID COWEN FCA

Group Finance Director

David Cowen joined the Molins Board as Group Finance Director
on 8 February 1999 from Rolls-Royce Motor Cars Ltd where he
was Finance Director He previously held serwor financial positions
with Vickers PLC

4 JOHN DAVIES*

Non-executive Director

John Dawies joined the Molins Board on 27 January 2011 as a
non-executive director and he 1s Chairman of the Remuneration
Committee He is also the non-executive Chairman of Autologic
Holdings plc He was formerly Managing Director of Lloyds TSB's
Asset Finance division, Head of Consumer Finance for Standard
Chartered Bank and Managing Director of United Domunions
Trust, a subsidiary of Lloyds TSB

5 PHIL MOORHOUSE FCCAS

Non-executive Director

Phil Moorhouse joined the Molins Board on 1 March 2011

as a non-executive director He 1s Chairman of the Audit Committee
and 1s the Senor Independent Director He was formerly Finance
Director and Managing Director UK of Northgate plc

§ Member of the Audit, Remuneration and Nomination Committees
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DIRECTORS’ REPORT

The directors present thew report to sharehalders together with the audited accounts for the year ended 31 December 2010

PRINCIPAL ACTIVITIES

Group companies are engaged principally in the supply of high performance machinery and services for the production and packaging
of consumer products A review of operations and likely future developments is given on pages 5 to 7 and a financial review appears on
pages 8 10 11 Further details of the principal dwisions and subsidianies are shown on page 61

RESULTS AND DIVIDENDS

The results of the Group are set out In the consolidated income statement on page 25 An intenm dividend of 2 5p was paid on

14 October 2010 The directors recommend the payment of a final dividend for 2010 of 2 5p per ordinary share Subject to approval
at the Annual General Meeting on 6 May 2011 the final dvidend will be paid on 20 May 2011 to ordinary shareholders registered at
the close of business on 26 April 2011 This will make total dvidends in respect of the year of 5 Op per ordinary share (2009 5 Op) at
acostof £1 Om

Dividends on the 6% preference shares are due for payment on 30 June and 31 December in each year and in 2010 amounted to £54,000
(2009 £54,000)

BUSINESS REVIEW

The directors are required to provide a business review that complies with European Unicn legislation The information the review Is
required to contain Is set out In this report, In the Operating review of the Group's three divisions and the Finanaial review which includes
sections on Risks and Key Performance Indicators

GOING CONCERN

The directors have considered the trading outlook of the Group, its financial position, including its cash resources and access to
borrowings, as set out In note 20 to the accounts on page 44, and its continuing obligations, including to 1ts defined benefit pension
schemes, details of which are set out In note 24 to the accounts on pages 46 to 50 Having made due enquines the directors have a
reasonable expectation that the Group has adequate resources to continue in operational existence for the foreseeable future For this
reason, they continue to adopt the going concern basis in prepanng the financial statements

RESEARCH AND DEVELOPMENT

Group policy 1s to retain and enhance its market position through the design and development of specialist machinery and support
services To achieve this objective, engineening and product development facilities are maintained in the UK and overseas Research and
development expenditure incurred m 2010, net of third-party income, amounted to £2 1m (2009 £1 5m), of which £0 6m (2009 £0 4m)
was charged to the consolidated income statement and £1 5m {2009 £1 1m) was capitalised and included in development costs

SUPPLIER PAYMENT POLICY

It 1s the Group's policy to agree payment terms with its suppliers when st enters into purchase contracts |t then seeks to adhere to
these arrangements prowided 1t 1s satisfied that the suppler has delivered the goods or services in accordance with the agreed terms
and conditions At 31 December 2010 trade payables amounted to the equivalent of 36 days (2009 41 days) purchases in respect of
the Group and 44 days (2009 51 days) 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 All held office throughout 2010

except Mrs A Palmer-Baunack who was appointed on 25 October 2010, Mr J L Davies who was appomnted on 27 January 2011 and
Mr P J Moorhouse who was appointed on 1 March 2011 In addition Mr ] G A Azis held office until 25 Cctober 2010, Mr A G Cripps
unttl 27 January 2011 and Mr 1 S Allkins until 1 March 2011

Mrs Palmer-Baunack, Mr Davies and Mr Moorhouse, having been appointed since the last Annual General Meeting, will retire and being
eligible offer themselves for appointment at the Annual General Meeting to be held on 6 May 2011 Mrs Palmer-Baunack, Mr Davies and
Mr Moorhouse, as non-executive directors, do not have service contracts and their letters of appointment do not provide for notice

DIRECTORS' INTERESTS
Directors” interests in the Company's shares as at 31 December 2010 are shown on page 18 in the Remuneration report There are no
shareholding requirements for directors
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DIRECTORS’ REPORT continued

SUBSTANTIAL SHAREHOLDINGS
At 1 March 2011, the Company had been notfied, in accordance with the Disclosure and Transparency Rules, of the following interests in
the 1ssued ordinary share capital of the Company

% of

Number of 155ued

ordinary ordinary

shares shares

Schroder Investment Management Lirmited 5,211,007 258
Tameside MBC 1,483,278 74
EES Trustees International Limited 1,203,216 60

ENVIRONMENTAL POLICY

The Group 15 committed not only to compliance with environmental legislation but also to the progressive introduction of appropnate
measures tc hmit the adverse effects of its operations upon the environment In particular, reasonable efforts are made to minimise waste
anising from operations, to recycle matenials wherever posstble and to consider alternative methods of design or operation The Group aims
both to reduce its costs by these means and to promote goed practice in use of resources at sustainable levels

SHARE CAPITAL

Authorty for the purchase of up to 3,000,000 own ordinary shares for cancellation was granted at the 2010 Annual General Meeting
and this authonty expires on 29 Apnil 2011 The directors consider it appropriate to seek further authonity from the shareholders at the
forthcorning Annual General Meeting for the Company to purchase its own shares Resotution 10, which will be proposed as a special
resolution, will seek the necessary authority to enable the Company to purchase for cancellation ordinary shares in the market for a
period of twelve months from the date of the meeting, upon the terms set out in the resolution, up to a maximum number of 3,000,000
ordinary shares representing approximately 15% of the issued ordinary share capital at the date of the notice convening the Annual

General Meeting

EES Trustees International Limited holds shares as trustee in connection with the Company's long-term incentive arrangements for the
benefit of the Group’s employees The trustee has agreed to waive all dividends and not to exercise voting rights In respect oi shares
representing 6 0% of the 1ssued share capital

Information about the Company’s share capital 1s given in note 25 to the accounts on pages 51 and 52

EMPLCYMENT POLICIES

The Group 15 committed to developing its employment policies in line with best practice and providing equal opportunities for all,
irespective of gender, age, mantal status, sexual orientation, ethnic onigin, religious belref or disability Full and fair consideration

15 given to applications for employment from people with disabilities having regard to their aptitudes and abilities Every reasonable
effort 1s made to support those who become disabled, either in the same job or, if this is not practicable, in suitable alternative work

EMPLOYEE INVOLVEMENT

Emphasts 1s placed on training, effective communication and the involvement of employees in the development of the business
Information (s regularly provided on the progress of the Graup through local review meetings, briefings and consultative bodies
Involvement in the achievements of the business 1s encouraged through other means appropnate to each location

DONATIONS
Duning the year the Group and the Company made no donations to UK chantable organisations (2009 £nil)

ANNUAL GENERAL MEETING
The Annual General Meeting will take place on 6 May 2011 Notice of the meeting can be found on pages 62 1o 68
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AUDITORS
In accordance with section 489 of the Compantes Act 2006 a resolution for the reappointment of KPMG Audit Plc as auditors of the
Company ts to be proposed at the forthcoming Annual General Meeting to be held on 6 May 2011

DISCLOSURE OF INFORMATION TO AUDITORS
The following applies to those persons who were directors at the time this report was approved

* 5o far as each director 1s aware, there 1s no relevant audit information of which the Company’s auditors are unaware, and

» each director has taken all steps that he ought to have taken as a director in order to make himself aware of any relevant audst
information and to establish that the Company’s auditors are aware of that information

By order of the Board

MRS S P CANNON
SECRETARY
1 March 2011
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REMUNERATION REPORT

The Remuneratton Commuttee deals with al} aspects of
remuneration of the executive directors and certain senior
managers The Committee consists of the non-executive directors
and was chaired by Mr Cnpps throughout 2010 and until hus
resignation on 27 January 2011 Mr Davies, who was appointed as
a director on 27 January 2011, has since been appointed Chairman

Information contained in the sections marked § 15 provided in
accordance with the Companies Act 2006

POLICY ON REMUNERATION OF EXECUTIVE DIRECTORS

1 POLICY

The Remuneration Commitiee aims to ensure that remuneration
packages offered are competitive and designed to attract, retain
and motivate executive directors of the right catibre The
Remuneration Committee also seeks to recognise and reward
performance tn achieving growth annually and in the long term
To achieve these goals, the Remuneration Committee’s policy 1s to
establish fixed salary at around half of the total obtainable in the
case of excellent performance The Remuneration Committee
reviews 1ts policy annually

In reaching its decisions on policy and specific packages, (ncentive
arrangements and targets, the Remuneration Committee obtains
professional advice when necessary from Towers Watson on the salary,
benefits and incentive arrangements for executive directors It has
also taken advice from Ashurst LLP on executwe directors’ contractual
terms and from Towers Watson on pension arrangements
Additionally a separate team in Towers Watson provides actuanal
services to the trustee of the Molins UK Pension Fund

2 REMUNERATION PACKAGES
The main components of the package for each executive director
are

| BASIC SALARY

Basic salary 1s determined by taking into account the performance
of the individual and information on the rates of salary for simular
jobs in companies of comparable size and complexity 1n a range of
engineenng and other manufacturing industries

il INCENTIVE SCHEME

The executive directors have in prior years participated in two
incentive schemes The first provided for payments according to
challenging targets for earnings per share (EPS) set annually by the
Remuneration Committee and the second was in accordance with
the rules of the Company’s Long-term incentive plan (LTIP) which
expired in Apnl 2009 The awards made to the executive directors
in February 2009 in respect of reward for performance in 2008
were the last awards made under the rules of the LTIP

The Remuneration Committee, having taken advice on good
practice in this area and also having considered approprnate
benchmarking against similar compantes, such adwice and
information being provided by Towers Watson in 2009, extended
the annual bonus plan for the executive directors, in lieu of the LTIP

The maximum benus payable 15 120% of relevant salanes, of which
a maximum of 70% of salary is payable in cash and a maximum

of 50% 1s payable in deferred shares The targets against which
performance 1s judged are EPS, set annually by the Remuneration
Committee, and specific personal objectives inked directly to
long-term strategic inittatives te enhance shareholder value

The man terms of the deferred shares element of the incentive
scheme are that an award 1s made in the form of a nil cost option,
which stipulates the number of deferred shares being awarded,
which in relation to the 2010 scheme 15 expected to be determined
shortly after publication of the preliminary announcement on

1 March 2011, and, provided the director 1s still in the employment
of the Company on the third anniversary of the award being made,
the stated number of shares wili be granted to the director at any
time requested by the director from the third anniversary to the
fourth anniversary Alternatively, in exceptional circumstances and at
the Company’s absolute discretion, the Company may make a cash
payment of a sum equivalent to the value of the shares that would
otherwise have been granted

The Company encourages its directors and semor employees to
have a long-term shareholding in the Company

In respect of awards made under the rules of the LTIP, there are
currently no such awards where the performance conditions have
been met In relation to the conditional awards made in 2009 the
performance penod has yet to fimsh In relation to all awards, if the
growth of the EPS of the Company over the three year peniod fails
to exceed the growth in the UK Retail Price Index over the same
period then no award shares will be allocated to participants The
second performance condition 1s that 100% of the award shares
will be allocated to a participant if the Company’s Total Shareholder
Return* (TSR) over a three year penod when compared with certain
other listed companies (the comparator group) Is In the top quartile
of performance 25% of the award shares will be allocated if the
Company's TSR over a three year penod when compared with the
comparator group 1s at the median Between these two points,
allocation will be on a straight-line basis pro rata to the relative
performance of TSR to the comparator group Below median, ne
shares will be allocated under this provision The shares potentially
avaitable to participants as a result of performance against this
condition are all immediately avallable after the performance
penod The comparator group for the TSR calculation for all
condimonal awards compnses almost all of the hsted engineenng
companies with a market capitalisation from £15m to £275m

as at 30 September 2002, except for those that are no longer

listed on the London Stock Exchange, plus a number of similar
manufactuning companies

3 CONTRACTS OF SERVICE

The current service contracts were concluded with Mr Cowen
on 18 October 2002 and with Mr Hunter on 10 February 2005
as amended on 25 January 2008 These service contracts are
terminable on notice of one year given by the Company and
six months given by the director

* The aggregate in refation to any TSR Test Penod of {a) the increase {or decrease} in the average market value of such a share and (b} the aggregate of drvidends (grossed up for
the associated tax cred i), as determined pursuant to a proprietary formula commissioned by the Remuneration Commuttee (and subject 1o such adjustments as the formula may
pravide in relation to matters atfecting the share capital of the Company or any comparater company during the TSR Test Penod)
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In the event of termination by the Company, the Company has the option of making & payment of iquidated damages equivalent to

the value of twelve months’ salary and benefits, or the balance of the period to the date of expiry If less, or of negotiating appropriate
compensatton reflecting the principle of mitigation tn the event of a change of control in the Company, if the Company terminates any of
these contracts within 24 months of the change of control, or if the director terminates the contract within six months of the change of
control, the Company will be obliged to pay hquidated damages equivalent to the value of twelve months' salary and benefits (including
bonus at the rate of the average of the two previous years)

The purpose of this policy is that the contracts should provide reasonable and appropnate security to the directors concerned and to
the Cornpany

The policy has been considered by the Remuneration Commuttee in the light of advice as indicated above The policy 1s reviewed regularly

4 PENSIONS

Molins’ policy 1s to offer its executive directors membership of the Molins UK Pension Fund {the Fund), which is a funded, HM Revenue &
Customs approved, contributory, career average (since 1 September 2006), occupational pension scheme Prior to 1 September 2006
benefits were accrued on a final salary basis

The Fund’s main features as they affect executive directors are

* a normal penstonable age of 60 in respect of Mr Cowen and 65 in respect of Mr Hunter,

* 1n respect of the career average salary pension (1 e accruing from 1 September 2006) Mr Cowen shall accrue pension at the rate of
1/37th of each year's pensionab'e salary from 1 September 2006, and Mr Hunter at the rate of 1/38th Pensions accrued each year
for Mr Cowen and Mr Hunter on a final salary basis (e up to and including 31 August 2006) shall be paid on their final pensionable
salaries as at the date of their leaving or retrement from the Company,

+ |ife assurance cover of four times pensionable salary,

» pension payable in the event of il health and incapacity, and

* spouse’s pension on death

Pensionable salary 1s the member's basic salary, subject to the earnings cap introduced by the Finance Act 1989, imiting the calculation
of remuneration for the purposes of pensions and death benefits under approved schemes to a level of, at present, £123,600 In the case
of Mr Cowen, the Company has agreed {o increase pension benefits through the payment of additional emoluments and death benefit
through top up life assurance

NON-EXECUTIVE DIRECTORS
The fees of non-executive directors are determined by the Board {but with the non-executive directors themselves abstaining from voting)
hased on comparable market levels

DIRECTORS EMOLUMENTS!

Incentive Other
Salanes Fees scheme Benefits payments Total

2010 2010 2010 2010 2010 2010 2009

£000 £000 £000 E000° £000¢ £000 £000
Executive directors
D ) Cowen 198 - 89 13 20 320 316
R C Hunter 223 - 100 13 - 336 331
Non-executive directors
J S Allkinse - 38 - - - 38 37
1 G A Azis ~ Chairman® - 63 - - - 63 71
A G Cripps® - 35 - - - 35 35
A Palmer-Baunack — Charrman® - 14 - - - 14 -
P J Byrom! - - - - - - 23
J Wilson! - - - - - - 10
Total 421 150 189 26 20 806 823

a Benefits compnse mainly

I Mr Cowen - a car allowance payment private medical cover and life assurance premums relaung to salary above the current cap himit

- Mr Hunter - the provision of a company car and private medical cover

Qther payments

Mr Cawen — pension refated payments in beu of his contractual entittement of payments into his funded unapproved reurement benefit scheme
Mr Allkins resigned as a director on 1 March 2011

Mr Azis resigned as a director on 25 October 2010 and Mrs Palmer Baunack was appointed on the same date

Mr Cripps resigned as a direcior on 27 January 2011

Mr Byrom retired as a director on 31 January 2009 and Mr Wilson retired as a director on 24 Apul 2009

o

~ @D an
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REMUNERATION REPORT continued

DIRECTORS’ EMOLUMENTSS continued
AGGREGATE EMOLUMENTS OF THE DIRECTORS
In addition to the foregoing information the following table provides details of the aggregate amount of directors’ emoluments

2010 2009

£000 £000

Salanies 421 415

Fees 150 175

Performance related element 189 186

Benefits 26 27

Other payments 20 20

Total emoluments 806 823

DIRECTORS' PENSIONS INFORMATIONS

The following table relates to the benefits of Mr Cowen and Mr Hunter under the Molins UK Pension Fund

Transfer

Pensionable Pensionable Accrued Accrued Transfer Transfer value of

salary at salary at pension at Increase In pension at value at value at Increase in

beginming 31 December beginning acciued 31 December beginmng 31 December accrued

of period 2010 of perod pEnsIOn 2010 of penod 2010 benefit

f pa £ pa f pa £ pa fpa i £ £

D J Cowen 123,600 123,600 35,905 3,650 39,555 533,090 676,085 133,105

R C Hunter 123,600 123,600 22,330 3,540 25,870 234,150 312,725 68,325

The increases in transfer values are after deduction of the contributions paid by the directors dunng the year

The end of period transfer values have been calculated using the assumptions and methodology determined by the trustee on the advice of
the actuary, using market yields at 31 December 2010 The beginning of the period transfer values have been calculated as at 31 December
2009 using market yields at that date

Members of the Fund 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 directors holding office at 31 December 2010 and persons connected with them in the ordinary shares of the
Company {(excluding share options} were as foltows

Held at Held at

31 December 1 January

Shares 2010 2010
J § Allkins® 20,000 -
D J Cowen 88,219 88.219
A G Cnpps® 20,000 -
R C Hunter 20,000 -

a Mr Allkins resigned as a dwector on 1 March 2011 and Mr Cripps resigned as a director on 27 January 2011
No director holds, or held at any time during the year, a beneficial interest in the Company’s preference shares

There were no changes in the directors’ interests in shares between 31 December 2010 and 1 March 2011
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LONG-TERM INCENTIVE PLAN*
Detalls of conditional grants of Molins ordinary shares under the Company's LTIP for each director who held office duning the year are as
follows

Held at Lapsed Held at

1 January grantsin 31 December

2010 2010 2010

D ] Cowen 270,000 (135,000 135,000
R C Hunter 320,000 (160,000) 160,000

a  Grants lapsed on 31 December 2010 because the performance condiuion in respect of growth in EPS in the three year period ended 31 December 2010 was not met

INCENTIVE SCHEME — DEFERRED SHARES!S
Details of conditional grants of Malins ordinary shares under the Company's deferred share plan for each director who held office dunng
the year and 1s eligible to participate in the plan are as follows

Held a1 Grant on Held at

1 January 1 March 31 December

2010 20102 2010

D J Cowen - 113,400 113,400
R C Hunter — 128,000 128,000

a  Mid-market price of Molins PLC ordinary shares on 1 March 2010 was 60 Op

TOTAL SHAREHCLDER RETURN INFORMATION
The Company’s TSR performance 1s shown in the following hine graph over the last five years, compared with the FTSE Small Cap Total
Return Index The Board believes this 1s the most appropnate broad equity market index with which to compare the Company’s performance

By order of the Board

MRS 5 P CANNCN
SECRETARY
1 March 2011
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CORPORATE GOVERNANCE

STATEMENT OF COMPLIANCE

The directors consider that the Company complied throughout
2010 with all of the provisions of the revised Combined Code,

as published in 2008 and contaned in the rules of the UK Listing
Authority

THE BOARD
The Board meets regularly throughout the year and met ten times
duning 2010 It 1s responsible for

+ Group strategy, business planning, budgeting and nisk
management,

« monitoring performance against budget and other agreed
objectives,

» setting the Group's values and standards, including policies on
employment, health & safety, environment and ethics,

+ relationships with shareholders and other major stakeholders,

« determining the financial and corporate structure of the Group
(including financing and dividend policy),

+ major investment and divestment decisions, and approving
matenal contracts, and

* Group comphance with relevant laws and regulations

Day to day management of the Company’s businesses is delegated
10 the executive directors and n turn to business unit managing
directors or general managers in accordance with a clear and
comprehensive statement of delegated authonties The Board
reviews at each meeting comprehensive financial and trading
information produced by management each month and considers
the trends in the Company’s businesses and their performance
against strategic objectives and plans It also regularly reviews the
work of its formally constituted standing Committees as described
below and compliance with the Group’s policies and obligations

The director recogrised as the senior independent director for the
purposes of the Combined Code 1s currently Mr Moorhouse The
Board also considers Mrs Palmer-Baunack and Mr Davies to be
independent directors Mr Azis, who resigned as a director on

25 October 2010, Mr Cripps, who resigned on 27 January 2011
and Mr Allkins, who resigned on 1 March 2011, were also
considered independent The non-executive directors met

Mr Azis, who was the Chairman until 25 October 2010, on

a number of occasions during the year without the executive
directors being present

In furtherance of the principles of good corporate governance,
the Board has appointed Audit, Remuneration and Nomination
Commuttees, each with formal terms of reference which can be
read on the Company’s website at www molins com The current
memberships of the Committees are shown on page 12 All
members of the Board and its Commuttees at the time meetings
were held attended all meetings held in 2010 except Mr Azis, who
did not attend one board, one remuneration committee and one
nomination committee meeting

The directors attend seminars from time to time as appropriate to
assist with training in their awareness of compliance 1ssues facing
boards of listed companies Directors have ensured they maintain
awareness of current issues and skills development, through

membership of professional assocations where appropnate

Details of the service contracts of the executive directors are shown
in the Remuneration report The three independent non-executive
directors do not have service contracts In each case compensation
for loss of office 1s excluded by the letter of appointment

Mrs Palmer-Baunack and Mr Cripps were for a short time both
non-executive directors of Helphire Group plc Mrs Palmer-Baunack
1s an executive director of Autologic Holdings plc and Mr Davies

15 non-executive chairman of the same company The Board has
reviewed both situations and believes that no conflicts arise

as a result

PERFORMANCE EVALUATION

The Board carres out a formal review each year in respect of its
performance over the previous year The evaluation 1s informed
by detalled questionnaires completed by each director

In addition, the then senior independent director led a review of the
performance of Mr Azis when he was the Chairman of the Board,
as part of the annual process of performance evaluation undertaken
by the Board

AUDIT COMMITTEE

The Audit Committee was chaired by Mr Allkins throughout 2010
and until his resignation on 1 March 2811 Mr Mocrhouse, who
was appointed a director on 1 March 2011, has been appointed
Chairman of the Committee The Committee met four times in
2011 The Committee compnises the independent non-executive
directors The Chief Executive, Group Finance Director, Secretary,
senior member of the internal audit function and, when half-year
accounts, year end accounts or external audit plan proposals are to
be considered, representatives of the external auditors are invited to
attend all or part of each meeting The Committee Chairman also
ensures that each of them has confidential access to him at other
times Mr Allkins, a chartered management accountant and former
finance director, 1s regarded as having relevant financial experience,
as 1s Mr Moorhouse, a chartered certified accountant and former
finance director

The Audit Commuttee assists the Board in the discharge of 1ts 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 pohicies with applicable legal and

accounting standards

The Audit Commuttee also considers the independence of the external
auditors and has developed polices relating to the employment of
former employees of the auditors and the engagement of the auditors
or advisors related to the auditors on non-audit work These policies,
which have been adopted formally by the Board require, inter alia, the
Committee’s consent to material engagements or any employment
and approprate confirmations from the auditors The Commuttee
considers annually how the internal audit function operates in the
Group, the terms of reference of the function and whether this gives
sufficient assurance that the business of the Company 1s adequately
reviewed The function is part of the Group finance department

and its serior member reports to the Committee at each meeting on
Its actmties
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REMUNERATION COMMITTEE

The Remuneration Committee was chared by Mr Cripps throughout
2010 and until his resignation on 27 January 2011 Mr Davies,

who was appointed a director on 27 January 2011, has since been
appointed Chairman of the Committee The Committee meets on a
regular basis, usually three times a year and additionally whenever
required It met four times in 2010 The Committee determines the
remuneration and other benefits of the executive directors and
certain senior managers and makes recommendations on the
Group's framework of executive remuneration

The Remuneration report, set out on pages 16 to 19, describes
the relevant policies and how they have been implemented by the
Remuneration Committee

NOMINATION COMMITTEE

The Nomination Commuttee was chaired by Mr Azis until bus
resignation on 25 October 2010 and has heen chaired by

Mrs Palmer-Baunack since that date The Committee is responsible for
formulating and reviewing proposals for the appointment of directors
and making recommendations thereon to the Board [t met twice
duning 2010 and intends to meet at least twice a year to review the
structure, size and composition of the Board and its Committees
(including the balance of skills, knowledge and experence and

the need for succession planning or membership of the Board)

Mr Azis abstained from the process of appointing a new non-
executive director and Chairman which involved preparing a job
specification, induding an assessment of the time comrmtment
expected, which had previously been agreed with the executive
directors A number of prospective candidates meeting the
requirements of the job specification were identified by a
combination of contacts A number of candidates were interviewed
by the Nomination Committee members and their relative ments
discussed with the executive directors The Commuttee identified
two candidates that in particular were considered to have the
reguisite skills and experience These two were subsequently
mterviewed by the executive directors, leading to the appointment
of Mrs Palmer-Baunack The Commuttee did not use an external
search consultancy nor open advertising, but considered the
process that it had gone through to have identified excellent
candidates such that the use of alternative methods of identification
would not have been beneficial A similar process was followed for
the selection and appointments of Mr Davies and Mr Moorhouse

RELATIONSHIPS WITH SHAREHOLDERS

The Board recognises the importance of maintamning regular
dialogue with institutional shareholders to ensure that its strategy Is
communicated and any concerns can be addressed In addition, all
shareholders have the opportunity to attend the Annual General
Meeting where the Group’s operations can be discussed with the
directors The Chief Executive and Group Finance Director make
themselves available for meetings with analysts and representatives
of the major shareholders on the day of the announcement of the
preliminary results and of the half-year results or shortly thereafter
and upon request at other times of the year, and they report
accordingly to the Board on shareholders” views Any shareholder
wishing to meet with the directors should make themselves known
to the Secretary The non-executive directors are available to attend
meetings with major shareholders thus enabling the shareholders to
draw therr attention to any views which they consider need special

emphasis The non-executive directors can be contacted through
the Secretary

RELATIONSHIP WITH AUDITORS

Durning the year under review KPMG provided tax advice to

the Company and some of its principal subsidianes The Board

has considered the effect on independence of the auditors and

the objective critena on which any decisions to appoint KPMG
should be made It was concluded that in the arcumstances therr
appointment as tax advisors was the most cost-effective means of
secunng appropriate advice without a serious risk of affecting the
independence of the auditors KPMG has confirmed that 1t does not
consider 1ts independence to be affected The Board has developed
policies to safeguard the independence of the auditors based upon

+ Internal KPMG processes to prevent information being shared
between teams except where It 1s appropriate,

* separate consideration of each category or major item of work,
including the cost-effectiveness of any proposed work and the
suitability of competing advisors,

« consideration of the total level of fees payable to KPMG and its
associated entities, and

» periodic rotation of audit partner which was last effected
dunng 2008

INTERNAL CONTROLS

The Board of directars is responsible for the Group’s system of
internal controls and has established a framework of financial and
other controls which 1s penodically reviewed in accordance with the
Turnbull guidance for its effectiveness

The Board has taken and will continue to take appropriate measures
to ensure that the chances of finanaal irregularities occurring are
reduced as far as reasonably possible by improving the quality

of information at all levels in the Group, fostenng an open
environment and ensunng that financial analysis 1s ngorously
apphed Any system of internal control can, however, only provide
reasonable, but not absolute, assurance against matenal
misstatement or loss

The major elements of the system of internal control are as follows

« major commercial, strategic and financial risks are formally
dentified, quantified and assessed by each operating unit dunng
the annual budgeting exercise and presented to and discussed
with executive directors, after which they are considered by
the Board,

+ there 1s a comprehensive system of planning, budgeting,
reporting and monitoring of the Group’s operating units This
includes monthly management reporting and monitoring of
performance and forecasts Monthly reviews are embedded in
the internal control process and cover each pnncipal operating
unit Monthly reviews require each operating unit to consider,
inter alia, business development, financial performance against
budget and forecast, health and safety and capital expenditure
proposals, as well as a review of longer-term business
development, performance against budget and forecast and all
other aspects of the business They are attended by executive
directors and other Group personnel as approprate,
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CORPORATE GOVERNANCE continued

INTERNAL CONTROLS continued
« there 1s an organisational structure with clearly defined lines of
responsibihity and delegation of authonty,

* each operating unit 1s required to comply with defined policies,
financial controls and procedures and authorisation levels which
are clearly communicated,

* aregular programme of internal control reviews and specific
investigations 1s carned out by Group finance personnel These
are followed up during regular executive management wisits The
internat control reviews include assessment of comphance with
Group policies and procedures and reports of their findings are
made to the Audit Committee and Board as appropriate,

*» there are “whistleblower” procedures of which all employees
are made aware, to enable concerns to be raised either with
hne management or, if appropriate, confidentially outside line
management, and

* a formal nsk management audit 1s reqularly carmed out by Group
personnel and external nsk management consultants, which
covers physical damage, environmental and health and safety
nsks together with business continuity 1ssues Formal reports
including recommendations are sent to each operating untt
for action and reported back to Group management Progress
reperts are 1ssued to the Board for review and monitoring

The Board has reviewed the effectiveness of the system of internal
controls during the year ended 31 December 2010 and intends to
review controls annually, having ensured that appropnate control
mechanisms and review processes are in place

By order of the Board

MRS S P CANNON
SECRETARY
1 March 2011
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the Annual Report and RESPONSIBILITY STATEMENT
the Group and Company financial statements in accordance with We confirm that to the best of our knowledge
applicable law and regulations
*» the financial statements, prepared in accordance with IFRS

Company law requires directors to prepare Group and Company as adopted by the EU, give a true and fair view of the assets,
financial statements for each financial year Under that law they are habilities, finanaial position and profit of the Group and the
required to prepare the Group financial statements in accordance Company, and

with IFRS as adopted by the EU and applicable laws and have « the Directors’ report, taken together with sections of the
electeg to prepare the Company financial statements on the Operating and Finanaal reviews, includes a fair review of the
same basis

development and performance of the business and the position
of the Group, together with a description of the principal risks

Under company law the directors must not approve the financial and uncertainties the Group faces
statements unless they are satisfied that they give a true and farr
view of the state of affairs of the Group and the Company and of By order of the Board

therr profit or loss for that period

In preparing each of the Group and Company finanaal statements, ﬁﬂ {

the directors are required o
R C HUNTER D J COWEN

* select suitable accounting policies and then apply them CHIEF EXECUTIVE GROUP FINANCE DIRECTOR
consistently, 1 March 2011

* make judgements and estimates that are reasonable and
prudent,

« state whether they have been prepared in accordance wath
IFRS as adopted by the EU, and

+ prepare the financial statements on the going concern basis
unless 1t 1s inappropnate to presume that the Group and the
Company will continue in business

The directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company's
transactiens and disclose with reasonable accuracy at any time the
financial positton of the Company and enable them to ensure that
its financial statements comply with the Companies Act 2006 They
have a general responsibility for taking such steps as are reasonably
open to them to safequard the assets of the Group and to prevent
and detect fraud and other irregulanties

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

The directors are responsible for the maintenance and integrity of
the corporate and finanaial information included on the Company’s
website Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation

in other junsdictions
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AUDITORS' REPORT

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
MOLINS PLC

We have audited the financial statements of Molins PLC for the year

ended 31 December 2010 set out on pages 25 to 59 The financial
reporting framework that has been applied in their preparation s
applicable law and International Financial Reporting Standards
(IFRS) as adopted by the EU and, as regards the parent company
finanaial statements, as applied in accordance with the provisions
of the Companies Act 2006

This report 1s made solely to the Company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we might state to

the Company’s members those matters we are required to state to
them in an auditars’ report and for no other purpose To the fullest
extent permiited by law, we do not accept or assume responsibility
to anyone other than the Company and the Company's members,

as a body, for our audit work, for this report, or for the opinions we

have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR
As explained more fully in the Directors’ Responsibilities Statement

set out on page 23, the directors are responsible for the preparation

of the financial statements and for being satisfied that they give a
true and fair view Qur responsibility 1s to audit, and express an
apinton on, the financial statements in accordance with applicable
law and International Standards on Auditing (UK and !reland)
Those standards require us to comply with the Auditing Practices
Board's (APB's) Ethical Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

A description of the scope of an audit of financial statements 1s
provided on the APB's website at www frc org uk/apb/scope/
private ¢fm

OPINION ON FINANCIAL STATEMENTS
In our opiion

* the financial statements gwve a true and fair view of the state of
the Group’s and of the parent company's affarrs as at

* 31 December 2010 and of the Group's profit for the year then
ended, and

+ the Group financial statements have been properly prepared
In accordance with IFRS as adopted by the EU, and

* the parent company financial statements have been properly
prepared in accordance with IFRS as adopted by the EU and as
applied in accordance with the provisions of the Companies Act
2006, and

+ the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006 and, as regards
the Group financial statements, Article 4 of the IAS Regulation

OPINION ON OTHER MATTERS PRESCRIBED BY THE
COMPANIES ACT 2006
In cur opinion

* the pan of the Directors’ Remuneration report to be audited has
been properly prepared in accordance with the Companies Act
2006, and

the information given in the Directors’ report for the financial
year for which the financial staterents are prepared 1s consistent
with the financal statements, and

« information given In the Corporate governance statement set
out on pages 20 to 22 with respect to internal control and nisk
management systems in refation to financial reporting processes
and about share capital structures i1s consistent with the financial
statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY
EXCEPTION
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you if,
1N Our opinion

« adequate accounting records have not been kept by the parent
company, or returns adequate for our audit have not been
recewed from branches not visited by us, or
the parent company financial statements and the part of
the Directors” Remuneration report to be audited are not
in agreement with the accounting records and returns, or

» certain disclosures of directors’ remuneration specified by

law are not made, or

we have not receved all the information and explanations

we require for our audit, or

* acorporate governance statement has not been prepared
by the company

UNDER THE LISTING RULES WE ARE REQUIRED TO REVIEW

» the directors’ statement, set out on page 13, in relation to going
concern, and

+ the part of the corporate governance statement on page 20
relating to the company's compliance with the nine provisions
of the June 2008 Combined Code specified for our review, and

* certain elements of the report to shareholders by the Board
on directors’ remuneration

AT R e

M MATTHEWMAN (SENIOR STATUTORY AUDITOR}

FOR AND ON BEHALF OF XPMG AUDIT Plc, STATUTORY AUDITOR
CHARTERED ACCOUNTANTS

ALTIUS HOUSE

ONE NORTH FOURTH STREET

MILTON KEYNES MK9 1NE

1 March 2011
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CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER

2010

2009

Before Exceptional Before Exceptional
exceptienal items exceptional 1tems
tems £m Tota! items £m Total

Netes £m (note 5) £m im [note 5) fm
Continuing operations
Revenue i 864 - 864 838 - 838
Cost of sales (62 B) (0 3) (63 1) (59 7} 0 2) (59 9)
Gross profit 236 (03) 233 241 02) 239
Other operating Income 2 01 - 01 - 04 04
Distribution expenses (6 9) (0 2) (7 1) 7 2) on (73
Administrative expenses {12 5) {0 4) {(129) (130) {0 3) (133)
Other operating expenses 3 (0 6) {07) (13) (0 4) {02) (0 6)
Operating profit 1,4 37 (1 6) 21 35 (0 4) 31
Financial income 8 211 - 211 178 - 178
Financial expenses 8 (19 1) - (19 1) (18 8) - {18 8)
Net financing iIncome/{expense) 20 - 20 {(10) - (10
Profit before tax 57 (16) 41 25 {0 4) 21
Taxation 9 {1 6) 04 {12) {0 9) - 09
Profit from continuing operations 41 (12) 29 16 0 4) 12
Discontinued operations
Loss from discontinued operations 1 - - - {01) - (0 1)
Profit for the period 41 (12} 29 15 (0 4) 11
Basic earnings per ordinary share 12 15 3p 58p
Diluted earnings per ordinary share 12 15 Op 5 8p
Continuing operations
Basic earnings per ordinary share 12 15 3p 63p
Oiluted earnings per ordinary share 12 15 0p 63p
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STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER

Group Company
2010 2009 2010 2009
Note im £m fm £m
Profit for the penod 29 11 34 18
Other comprehensive income/(expense)
Currency translation movements arising on foreign currency net investments 09 - - -
Effective portion of changes in far value of cash flow hedges 04 07 02 03
Net changes in fair value of cash flow hedges transferred to profit or loss (0 6) {0 1} (02) -
Actuarial gains/{losses) 194 (13 2) 197 (138)
Tax on 1tems in other comprehensive income/{expense) 9 (6 1) 38 (6 2) 40
Other comprehensive income/{expense) for the period 140 {8 B) 135 (9 5)
Total comprehensive income/{expense) for the period 16 9 7n 16 9 (7 7)
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STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER

Group
Capital
Share Share Translation redemption Hedging Retaned Total
capnal premium reserve reserve reserve earnings EqUﬂY
£m fm £m fm £fm Em £m
Balance at 1 January 2009 50 260 44 39 - 09 40 2
Profit for the period - - - - - M 1M
Other comprehensive income/{expense} for the period - — — - 05 (9 3) (8 8)
Total comprehensive income/(expense) for the period - — — - 05 (8 2) 77
Dividends to shareholders - - - - - 10 (10
Equity-settled share-based transactions - - - - - (02) 02
Total transactions with owners, recorded directly in equity - - - - - {12) (12)
Balance at 31 December 2009 50 260 44 39 05 (8 5) 313
Balance at 1 January 2010 50 260 44 39 05 (8 5) 313
Profit for the period - - - - - 29 29
Qther comprehensive iIncome/lexpense) for the period - - 09 - {0 2) 133 140
Total comprehensive income/(expense) for the penod - - 09 - {0 2} 16 2 16 9
Dividends to shareholders - - - - - (10) {10}
Equity-settled share-based transactions - - - - - 1) 1)
Total transactions with owners, recorded directly in
equity - - - - - {(11) (11)
Balance at 31 December 2010 50 260 53 39 03 66 471
Company
Capnal
Share Share Translawon redemption Hedging Retaned Total
caprtal premium reserve reserve reserve earnings equity
fm £m fm £m fm f£m fm
Balance at 1 January 2009 50 260 -~ 38 - 297 64 6
Profit for the period - - - ~ - 18 18
Other comprehensive income/{expense} for the penod - - - - 02 97) {9 5)
Total comprehensive Income/(expense) for the penod - - - - 02 79 (77)
Dividends to shareholders - - - - - (0 (10
Equity-settled share-based transactions - - - - ~ (02) 02)
Total transactions with owners, recorded directly In equity - - — - - (12 02
Balance at 31 December 2009 50 260 - 39 02 206 557
Balance at 1 January 2010 50 260 - 39 02 206 557
Profit for the penod - - - - - 34 34
Other comprehensive income/{expense) for the penod - - - - - 135 135
Total comprehensive income/(expense) for the period - - - - - 169 169
Dividends to shareholders - - - - - (10) (10)
Equity-settled share-based transactions - - - - - o1 01
Total transactions with owners, recorded directly in
equity - - - - - (11 {11)

Balance at 31 December 2010 50 260 - 39 02 364 715
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STATEMENTS OF FINANCIAL POSITION

AS AT 31 DECEMBER

Group Company
2009 2009
2010 (restated) 2010 {restated)
£fm fm £m fm
Notes {note 14) (note 14)
Non-current assets
Intangible assets 13 138 141 92 97
Property, plant and equipment 14 105 102 43 36
Investments 15 - - 506 506
Employee benefits 24 99 - 29 -
Deferred tax assets 16 19 40 - 24
361 283 740 663
Current assets
Inventories 17 156 181 45 64
Trade and other recevables 19 156 176 128 154
Current tax assets 10 - 01 - -
Cash and cash equivalents 138 102 89 60
45 Q 460 26 2 278
Current habilities
Trade and other payables 22 (19 0} (20 5) (18 4) (20 5)
Current tax habilities 10 (08) (0 8} (03) -
Provisions 23 (13) {1t 9) (09) (13)
(21 1) (23 2) (19 6) {21 8)
Net current assets 239 228 66 60
Total assets less current hiabilities 600 511 806 723
Non-current liabilities
Interest-bearing loans and borrowings 20 (4 8) (5 2) (4 8) (52)
Employee benefits 24 (37) (14 5} - (11 4)
Deferred tax hablities 16 (44) {0 1) (4 3) -
(12 9) (19 8 (9 1) (16 6)
Net assets 1 47 1 313 715 557
Equity
Issued capital 25 50 50 50 50
Share premium 260 260 260 260
Reserves a5 88 a1 41
Retained earnings 66 (8 5) 364 206
Total equity 47 1 313 715 557

The accounts were approved by the directors on 1 March 2011 and signed on their behalf by

Al A S

R C HUNTER D 5 COWEN REGISTERED NUMBER
DIRECTOR DIRECTOR 124855
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STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER

Group Company
2010 2009 2010 2009

Notes £m im £m £m
Continuing operations
Operating activities
Operating profit 21 31 18 29
Exceptional items included in operating profit 16 04 10 03
Amortisation 15 13 14 11
impairment charge 03 01 03 01
Depreciation 18 18 06 06
Profit on sale of property, plant and equipment 01) - - -
Pension service costs 12 10 10 08
Other non-cash items 1) 02 01 (02}
Pension payments (12) {0 8) (12) (0 8)
Working capital movements
~ decrease/{increase) in inventones 34 o7 20 08
— decrease in trade and cther receivables 22 50 26 52
— decrease in trade and other payables (18) (16) (15 [(ER=)]
— INCrease In provisions - - 01 01
Cash generated from operations before reorganisation 109 94 80 100
Reorganisation costs paid 5 (10) {12) {0 3) (0 8)
Cash generated from operations 99 82 77 92
Taxation paid (0 7) {0 2) (0 2) (on
Net cash from operating activities 92 80 75 91
Investing activitres
Interest received ¢ 01 01 01
Net (non-capital payments)/proceeds anising from sale of Saunderton site {05) 0s (0 5) 05
Proceeds from sale of other property, plant and equipment 02 11 - -
Captal contribution in subsidhary - - - (3 2)
Acquisition of property, plant and equipment (2 2) (16 (13) (03
Development expenditure (1 5) (110 {12) (10)
Net cash from investing activities (39 (0 (29) (39
Financing activities
Interest paid 02 02 (02) 01}
Repayment of term loans - 02 - -
Net decrease against revalving facilittes (05) (20 (0 5) (20
Dividends pad 25 (10 (10 (10 (1.0}
Net cash from financing activities {(17) (3 4) (17) (31)
Discontinued operations
Net cash from investing actmvities 1 (0 1) (0 4) - (03)
Net cash from discontinued operations (0 1) (0 4} - (0 3)
Net increase In cash and cash equivalents 21 35 32 29 18
Cash and cash equivalents at 1 January 102 69 60 42
Effect of exchange rate fluctuations on cash held 01 01 - -

Cash and cash equivalents at pernod end 13 8 10 2 89 60
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ACCOUNTING POLICIES

The significant accounting policies which are set out below apply to
both the Group and Company financial statements, as appropriate

BASIS OF ACCOUNTING

The Group and Company financial statements have been prepared
and approved by the directors in accordance with International
Accounting Standards {IAS) and International Financial Reporting
Standards issued by the International Accounting Standards Board
that were effective at 31 December 2010 and adopted by the EU
(adopted IFRS)

The financial statements have been prepared on the histoncal
cost basis except that denvative financial instruments, principally
forward foreign exchange contracts, are stated at fair value and
non-current assets are stated at the lower of previous carrying
amount and fair value less costs to sell

The preparation of financial statements in conformity with adopted
IFRS requires the directors to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets, hab:lities, income and expenses The estimates
and assumptions are based on historical experience and other
factors considered reasonable at the time, but actual results may
differ from these estmates Revisions to these estimates are made
in the period tn which they are recognised

Except as described below, the accounting policies, presentation
and methods of computation applied by the Group and Cornpany
in these financial statements are the same as those applied in the
2009 financial statements

CHANGES IN ACCOUNTING POLICIES

The following new standards, amendments and mterpretations
are effective for periods beginning on or after 1 January 2010 and
have been adopted for both the Group and Company financial
statements, as appropnate

IFRS 3 (revised) Business combinations — IFRS 3 (revised) changes
the recognition of goodwill, acquisition costs and contingent
consideration relating to acquisitions, however it only apples

to acquisitions made after 1 January 2010 There have been no
acquisittons by the Group dunng the year and therefore the
adoption of IFRS 3 {revised) has not resulted i any matenal
impact on either the Group or Company financial statements

Amendment to |1AS 27 Consolidated and separate financial
statements — the amendment requires accounting for changes in
the ownership interest in a subsidiary, while maintaining control,
10 be recogmised as an equity transaction The adoption of this
amendment has not resulted in any matenal impact on either
the Group or Company financial statements

Amendment to |AS 39 Frinancial instruments ~ recognition and
measurement - the amendment <lanfies the exsting principles
that determine whether specific risks or portions of cash flows are
eligible for designation in a hedging relationship The adoption of
this amendment has not resulted in any matenal impact on either
the Group or Company financial statements

Improvernents to International Finanoial Reporting Standards 2009 -
the improvements project contains a number of amendments, one
of which relates to an amendment to IAS 17 Leases which states
that leases of land should be assessed n the same way as all other
leases The adoption of this amendment to IAS 17 has resulted

In a prior year restatement to the statement of financial position,
for both the Group and Company, in respect of a lease that was
previously accounted for as an operating lease, but has now been
reassessed as a finance lease Further details can be found in nate 14
on page 40 None of the other amendments included within this
improvements project have resulted in any materal impact on either
the Group or Company financial statements

RECENT ACCOUNTING BEVELOPMENTS

At the date of appreval of these financial statements, the following
standard and amendments were In 1ssue but have not been applied
by the Group and Company as they are not yet effective Therr
adoption 1s expected to have nc matenal impact on either the
Group or Company financial staterments

IAS 24 (rewised) Related party disclosures (will be applied from
1 January 201 1) - the revision clarifies the definihion of a related

party

Amendment to IAS 32 Anancal instruments — presentation (will

be applied from 1 January 2011) - the amendment requires that
rights, options or warrants to acquire a fixed number of an entity's
own equity instruments for a fixed amount of any currency are
equity instruments If the entity offers the nghts, options or warrants
pro rata to all of its exisung owners of the same class of its own
non-dervative equity instruments

Amendment to IFRIC 14 JAS 19 - The it on a defined benefit
asset, mmimum funding requirements and thewr interaction

(will be applied from 1 January 2011) — the amendment removes
unintended consequences arising from the treatment of
prepayments when there 1s a minimum funding requirement

The amendment results in prepayments of contnbutions in certain
circumstances being recagnised as an asset rather than an expense

BASIS OF CONSOLIDATION

The Group financial statements comprise the consolidated results
of Malins PLC (the Company} and all of its subsidiary companies
together with the Group’s share of the results of 1ts associated
companies on an equity accounting basis A separate income
statement dealing only with the results of the Company has not
been presented in accordance with section 408 of the Compantes
Act 2006

A subsidiary 1s a company controlled, directly or indirectly, by the
Group Control 1s the power to govern the financial and operating
polictes of the subsidiary company so as to obtain benefits from its
activities A subsidiary’s results are included in the Group financial
staterments from the date that control commences until the date
that control ceases

An associate 1s a company which the Group has significant
influence, but not control, over the financial and operating policies
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Intragroup balances and any unrealised gains and losses or income
and expenses arising from intragroup transactions are eliminated in
preparing the consclidated financial statements

FOREIGN CURRENCY

Transactions in foreign currencies are translated at the foreign
exchange rate ruling at the date of the transaction Monetary assets
and labilities denominated n foreign currencies at the statement
of financial position date are translated at the foreign exchange
rate ruling at that date Foreign exchange differences anising on
translation are recogrised in the income statement Non-monetary
assets and labihties that are measured in terms of histoncal cost

in a foreign currency are translated using the exchange rate

at the date of the transaction Non-monetary assets and habilities
denominated in foreign currencies that are stated at faw value are
translated at foreign exchange rates ruling at the date the far value
was determined

The assets and liabilities of foreign operations, induding goodwill
and farr value adjustrments arising on consolidation, are translated at
foreign exchange rates ruling at the statement of financial pesttion
date The revenues and expenses of foreign operations are translated
at an average rate for the period where this rate approximates to the
foreign exchange rates ruling at the dates of the transactions

Exchange differences arising from the translation of foreign
operations, and of related qualifying hedges, are taken directly to
the translation reserve They are released into the income statement
upon disposal

GOODWILL

Goodwill arnsing on cansolidation represents the excess of the cost
of acquisition over the Group's interest in the fair value of the
identifiable assets and liabilities of the subsidiary or associated
undertaking at the date of acquisition

Goodwill 1s recognised as an asset and is reviewed for impairment
at least annually Any impairment 1s recognised tmmediately
through the income statement and 1s not subsequently reversed
Impairment losses recognised are allocated first to reduce the
carrying value of the goodwill the business relates to, and then

to reduce the carrying value of the other assets of that business
on a pro rata basis

On disposal of a subsidiary or associated undertaking, the
attributable amount of goodwill is included in the determination
of the profit or loss on disposal

Goodwill ansing on acquisitons prior to 2004 has been retained at
i1ts deemed cost, representing the amount recorded under UK GAAP,
and 1s subject to impairment review as indicated above Goodwill
written off to reserves under UK GAAP priar to 1998 1s not included
in determining any subsequent profit or loss on disposal

RESEARCH AND DEVELOPMENT

Research and development and related product development costs
are charged to the income statement in the year in which they are
incurred unless they are specifically chargeable to and recoverable
from customers under agreed contract terms or the expenditure
meets the criteria for capitalisation

i

Where the expenditure relates to the development of a new
product for which the technical feasibility and commercial viability
of the product is expected, development costs are capitalised and
amortised over therr useful economic lives, to a maximum of five
years The expenditure capitalised includes costs of matenals, drect
labour and an approprate proportion of overheads Such intangible
assets are assessed for impairment annually and any impairment is
charged to the income statement

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment 15 stated at cost or deemed cost less
accumulated depreciation and any provision for impairment in value

Depreciation 1s provided on a straight-line basis to wnite-off the
cost, |less the estimated residual value, of property, plant and
equipment over their estmated useful lives

The annual depreciation rates used are as follows

Freshold land -nil

Freehold builldings — 3% on cost or deemed cost
Leasehold property — over life of lease

Plant and machinery - 8% 10 25%

Fixtures and fittings - 10% to 33%

The carrying value of property, plant and equipment is reviewed
annually for mpairment Any change in value arising from
impairment 1s charged or credited {up to the carrying value prior
to any previous impairment) to the income statement for the year

Certain items of property that had been revalued to fair value

on or prior to 1 January 2004, the date of transition to IFRS, are
measured on the basis of deemed cost, being the revalued amount
at the date of the revaluation

LEASES

Assets held under finance leases are capitahised and included in
property, plant and equipment at the lower of fair value and the
present value of the mimimum lease payments at the inception of
the lease Depreciation Is provided in accordance with the Group’s
depreciation policy The capital elements of obhigations under
finance leases are recorded as hiabilies The interest elements of the
rental obligation are allocated to accounting periods over the lease
term to give a constant periodic rate of interest on the outstanding
lrabihty

Rentals payable under operating leases are charged to the income
statement over the term of the lease

INVESTMENTS
Investments in subsidiary undertakings are held at cost less
provision for any impairment in value

INVENTORIES

Inventones and work in progress are valued at the lower of cost,
including appropriate overheads, and net realisable value Provisions
are made aganst excess and ocbsolete inventones
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ACCOUNTING POLICIES continued

CONSTRUCTION CONTRACTS

The attributable profit recogrused on construction contracts

is based on the stage of completion and the overall contract
profitability after taking account of uncertainties Full prowvision
1s made for any estimated losses to completion of contracts

The gross amount due from customers for contract work and
the gross amount due to customers for contract work are shown
within Trade and other recewables and Trade and other payables
respectively They are measured at cost plus profit recognised to
date less deposits billed on account and recogrused losses

CASH AND CASH EQUIVALENTS

Cash and cash equivatents comprise cash balances and short-term
fixed deposits, and for the statements of cash flows they also
include bank overdrafts

SHARE CAPITAL

When share capital is repurchased, the amount of consideration
paid, including directly attributable costs, 1s recognised as a change
in equity Repurchased shares are classified as treasury shares and
presented as a deduction from total equity

Preference share capital is classified as a hiability as dividend
payments are not discretionary

Dividends on the preference shares are disclosed as interest charges,
are recognised as a llabihity and are accounted for on an accruals
basis Dwdends on ordinary shares are only recogrused in the
peried m which they are paid

FINANCIAL INSTRUMENTS

1AS 39 fAnancial instrurments ~ recognition and measurement,
requires the classification of financial instruments into different
types for which the accounting requirement is different The Group
has classified 1ts financial instruments as foltows

» short-term fixed deposits, principally comprising funds held with
banks and other financial institutions, are classified as loans and
receivables,

* borrowings are classified as other liabilities, and

* denvatives, compnsing forward foreign exchange contracts,
are classified as instruments that are held for trading

Financial instruments are initrally measured at fair value Their
subsequent measurement depends on therr classification

* loans and recevables and other habilities are held at amortised
cost, and

* instruments that are held for trading are held at fair value
Changes in fair value are included in the income statement
untess the instrument is included in a cash flow hedge

HEDGE ACCOUNTING

The Group applies cash flow and fair value hedge accounting to
forward foreign exchange contracts, held to reduce the expasure
to movements in the future value of foreign currency receipts
and payments

For those contracts included in an effective cash flow hedging
relationship, changes in the fair value of the hedging instrument
are recognised in other comprehensive income and taken to equity
When the hedged forecast transaction occurs, amounts previously
recorded 1n equity are recognised in the income statement

for those contracts included in an effective fair value hedging
relationship, changes in the fair value of the hedging instrument
and hedged item are taken to the income statement Any
ineffectiveness in the hedging arrangement 1s included in the
income statement

POST-RETIREMENT AND OTHER EMPLOYEE BENEFITS
The Group and Company account for pensions and other post-
retirement benefits under 1AS 19 (revised) Employee benefits

Faor defined benefit plans, the net obligation i1s calculated separately
for each scheme by estimating the amount of future benefits that
employees have earned In return for their service in the current and
prior penods The benefit s discounted to determine its present
value, and the fair value of the schemes’ assets (at bid price) 1s
deducted The liability discount rate 1s the yield at the statement of
financial position date on AA credit rated bonds that have matunty
rates approximating to the terms of the obligations The calculations
are performed by qualified actuanes using the projected unit

credit method The operating and financing costs of such plans are
recognised in the income statement Current service costs are spread
systematically over the lives of employees and financing income and
expense are recognised n the peniods in which they arise Actuanal
gains and losses are recognised in the period in which they arise in
the statements of comprehensive income

Payments to defined contnbution schemes are charged to the
income statement as incurred

The net obligation in respect of long-term service benefits, other
than pension plans, is the amount of the future benefit that
employees have earned in return for their service in the current
and prior periods Obligations are measured at thewr present value
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SHARE-BASED PAYMENTS

The Group has apphed the requirements of IFRS 2 $hare-based
payment In accordance with the transitional prowisions, IFRS 2 has
been applied to all grants of equity instruments after 7 November
2002 that had not vested by 1 January 2005

The Group issues equity-settled share-based payments to certain
employees These are measured at their farr value at the date of
grant and are expensed on a straight-line basis over the vesting
period, based on an estimate of the number of shares that will
eventually vest, and adjusted for the effect of non-market related
condiions For market-based performance critena, fair value 1s
measured by the use of a Monte Carfe simulation model

Charges made to the income statement in respect of share-based
payments are credited to retained earnings

PROVISIONS

A prowvision 1s recognised when the Group has a legal or constructive
obligation as a result of a past event and 1t 15 probable that an outflow
of economic benefits will be required to settle the obligation

REVENUE
Revenue comprises sales to third-party customers after discounts,
excluding value added tax and other sales taxes

Sales are recognised when the significant nsks and rewards of
ownership of goods are transferred to the customer Where the
impact of discounting to present vatue 1s significant, revenues are
recognised at present value

Construction contract revenues are recognised when the outcome
of the transaction can be assessed rehiably Revenue 1s recognised
by reference to the stage of completion which i1s dependent on the
nature of the contract, but will generally be based on labour costs
incurred up to the reporting date or achievernent of contractual
milestones where approprate

INTEREST RECEIVABLE
Interest receivable is recognised in the income statement using the
effective interest method as defined in 1AS 39

BORROWING COSTS
Borrowing costs directly attnbutable to the acquisition, construction or
production of qualifying assets are added to the cost of those assets

All other borrowing costs are recogrised in the Jncome statement in
the penod in which they are incurred

TAXATION

Tax on the profit or loss for the year comprises current and deferred
tax Tax s recognised n the iIncome statement except to the extent
that 1t relates to items recognised In other comprehensive income,
in which case it 1s recognised In the statements of comprehensive
ncome

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
statement of financial position date, and any adjustment to tax
payable in respect of previous years

Deferred tax 1s provided on temporary differences between the
carrying amounts of assets and liabihties for finanoal reporung
purposes and the amounts used for taxation purposes The
following temporary differences are not provided for the inital
recognition of goodwill, the initial recognition of assets or labilities
that affect neither accounting nor taxable profit other than in a
business combination, and differences relating to investments in
subsidiaries to the extent that they will probably not reverse in the
foreseeable future The amount of deferred tax provided 15 based
on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or
substantively enacted at the statement of financial position date

A deferred tax asset i1s recogrused only to the extent that it 1s
probable that future taxable profits will be available against
which the asset can be utilised

DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE
A discontinued operation 1s a component of the Group’s business
that represents a separate major line of business that has been
disposed of, has been abandoned or meets the criteria to be
classihied as held for sale its classification occurs at the earlier

of its disposal or a decision to dispose of the business

Where a discontinued operatton has not been disposed of at the
statement of financial position date, or a major asset relating to a
continuing business 15 expected to be sold within the next twelve
months, then these are shown as ‘Assets held for sale” and are
recorded at the lower of their carrying amount or fair value less
costs to sell No reclassifications are made in prior penods

OPERATING SEGMENTS

An operating segment 1s a component of the Group that s
engaged n business activities from which it may earn revenues

and incur expenses, and for which discrete finanaial information 1s
avallable All operating segments’ results are regularly reviewed by
the Group’s chief operating deasion maker, which 15 the Board of
directors, in order to assess performance and make deasions about
the allocation of resources to each segment
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NOTES TO THE ACCOUNTS

1 OPERATING SEGMENTS

The Group has three operating segrments which are the Group's three dwisions The three divisions comprnise Scientific Services, Packaging
Machinery and Tobacco Machinery The diwvisions offer different products and services and form the basis of the Group's management and
internal reporting structure Further details in respect of the products and services offered by each of the three divisions can be found on
pages 2 and 3 A commentary on the performance of the three operating segments during the year is provided 1n the Operating review
on pages5to 7

All segment information 1s prepared 1n accordance with the Group accounting policies shown on pages 30 to 33 There have been no
changes to the basis of segmentation or the measurement basis for the segment profit or loss since 31 December 2009

Information regarding the results of each operating segment 1s Included below Performance 1s measured based on underlying segment
operating profit before exceptional items, as included in the internal management reports provided to the Group's chief operating decision
maker Segment profit or loss includes those central items that are allocated to segment results in the internal management accounts
Unallocated items compnise net financing income/expense and taxation The unallocated 1tems are excluded from segment profit or loss

as they are managed centrally by employees at the Group’s head office as corporate activities

The measurement of segrment assets and habilities excludes central items that are not allocated to the three divisions in the Group’s internal
management accounts Unallocated items comprnise mainly goodwill, net funds/debt, pension assets/liabilities, taxation balances and net
liabihities attnbutable to the Group’s head office

Segment capital expenditure 1s the total cost incurred during the year to acquire segment assets that are expected to be used for more
than one perod

SEGMENT INFORMATION

Scientidic Services Packaging Machinery Tobacco Machinery Tatal
2010 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m fm fm £m fm

Revenue - continuing operations 209 220 329 258 326 360 86 4 838
Underlying segment operating profit/
{loss) before exceptional items 21 25 10 (19 06 29 37 35
Exceptional items - - - (0 1) (1 6) 03 (1 6) (0 4)
Segment operating profit/(loss) 21 25 10 (2 0) {(10) 26 21 31
Net financing income/(expense) 20 (o
Profit before tax 41 21
Taxation (12 (09
Profit from continuing operations 29 12
Discontinued operations
Loss from discontinued operations = 0N
Profit for the period 29 1
Segment assets 86 87 156 167 229 265 47 1 519
Segment habihties (4 2) 40 (8 7} {97} (87) 97) (21 6) {23 4)
Segment net assets - continuing
operations 44 47 69 70 142 168 255 285
Net labilities - discontinued operations o1 2
Unallocated net assets 217 30
Total net assets 47 1 313
Capial expenditure (including development
expenditure) 10 10 08 06 19 09 37 25
Depreciation and amortisation 14 13 08 08 11 10 33 31
Impairment charge 03 01 - — - - 03 01
Penston service costs 05 04 02 02 05 04 12 10
Other non-cash items - - - ©on ('R )] ©1) (0 1) 02

In addition to the above, there was capital expenditure of £0 2m in respect of head office in 2009, resulting 1n total Group capital
expenditure (including development expenditure} in that year of £2 7m
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1 OPERATING SEGMENTS continued
GEQGRAPH!ICAL INFORMATION

REVENUE
By location of customer

2010 2010 2009 2009
Continuing operations £m % £m %
United Kingdom 114 13 71 8
United States of America 136 16 167 20
Europe (exci UK) 129 15 197 19
Amenicas (excl USA) 144 17 128 15
Africa 14 13 73 9
Asia 227 26 24 2 29

864 100 838 100

NON-CURRENT ASSETS (EXCLUDING PENSION AND TAXATION BALANCES)

By location of assets

2010 2009
Continuing operations £m fm
United Kingdom 135 133
United States of America 49 51
Canada 29 26
Rest of the world 30 33

243 243
MAJOR CUSTOMERS
No single customer accounts for more than 10% of Group revenue in erither 2010 or 2009
2 OTHER OPERATING INCOME

2010 2009

£m fm

Profit on sale of property, plant and equipment 01 04

The £0 4m profit on sale of property, plant and equipment in 2009 1s included in exceptional items 1n the consolidated income statement

3 OTHER OPERATING EXPENSES
2010 2009

£m £m
Research and development costs (expensed as incurred} 06 o4
Curtailment costs on UK pension scheme {included in exceptional items} 07 01
Relocation costs (iIncluded in exceptional items}) - 01
13 06

4 OPERATING PROFIT
2010 2009
£m £Em

Operating profit is arrived at after charging

Amortisation of capitalised development costs 15 13
Impairment of capitalised development costs 03 01
Depreciation of owned assets 18 18
Net foreign exchange losses - 04
Cost of inventories recognised as an expense 535 514
Operating leases

—land and buildings 10 10
— other 03 03
Auditors’ remuneration {Company £0 1m, 2009 £0 im} 02 02
Other fees paid to KPMG UK

— tax services {Company £0 1m, 2009 £0 1m} 01 01

Other fees paid to other members of KPMG International
— tax services {Company £nil, 2009 £nil} - 01
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NOTES TO THE ACCOUNTS continued

5 EXCEPTIONAL ITEMS

The exceptional charge of £1 6m relates to reorganisations carned out during the year within the Tobacco Machinery dvision and

includes curtailment costs of £0 7m relating to the UK pension scheme that are expected to be paid in 2011 Cash payments in respect

of reorganisation costs of £1 Om were made in the year, including £0 9m in relation to the reorganisations carrted out In the Tobacco
Machinery division In addition, non-capital payments of £0 5m were made n relation to the relocation of the tobacco machinery business
previously based at Saunderton, UK

The excepticnal net charge of £0 4m 1n 2009 included costs of £0 7m related to reorganisations carned out duning the year within the
Tobacco Machinery division and the Packaging Machinery division, and costs of £0 1min relation to the preparation for the relocation of
the tobacco machinery business at Saunderton In additien, profit of £0 4m on the sale of a property in the Netherlands was realised in
2009 Cash payments in respect of reorganisation costs of £1 Zm were made in 2009, including a payment of £0 6m to the UK pension
scheme in respect of redundancies carned out 1n 2008 and 2009

6 EMPLOYEE INFORMATION

Peried end Average
Conuinuing operations 2010 2009 2010 2009
The number of persons employed by the Group was
Scientific Services 123 124 125 124
Packaging Machinery 245 244 240 253
Tobacco Machinery 334 408 367 421
Head Office (including non-executive directors and pension scheme administrators) 15 16 16 16
717 792 748 814
2010 2009
Continuing operations Note £m im
Employment costs/(credits) for the Group were
Wages and salaries 253 250
Social secunty costs 37 41
Employee benefits
— defined benefit schemes 24 (0 9} 19
- defined contribution schemes 04 04
— equity-settled share-based transactions 24 (01} 02)
284 312

In addrtion to the above employment costs in respect of continuing operations there were curtailment costs relating to the UK pension
scheme of £0 7m (2009 £0 1m) (see notes 3 and 24)

7 EMOLUMENTS OF DIRECTORS AND INTERESTS IN SHARES
Information on the emoluments of the directars, together with information regarding the beneficial interests of the directors and persons
connected with them in the ordinary shares of the Company, 1s included in the Remuneration report on pages 16 to 19

8 NET FINANCING INCOME/EXPENSE

2010 2009
£m £m
Financial ncome
Expected return on pension scheme assets 210 177
Amounts recevable on cash and cash equivalents 01 01
211 178
Financial expenses
Interest cost on pension scheme obhgations (18 9) (18 6)
Amounts payable on bank lcans and overdrafts 01) n
Preference dividends paid 01) ©1n
(19 1) (18 8)

Net financing income/(expense) 20 {(10)
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9 TAXATION
2010 2009
Continuing operations fm im
Current tax expense
Current year 09 as
Adjustment in respect of prior years - 01
09 06
Deferred tax expense/(credit)
Orngination and reversal of temporary differences 04 03
Adjustment in respect of pnior years (01) -
03 03
Total taxation 12 09

Included within the total taxation charge in 2010 1s a tax credit of £0 4m (2009 £nil) attrbutable to the exceptional items set cut 1n note 5
In addition, the loss from discontinued operations of £0 1m (note 11) in 2009 is net of a tax credit of £0 1m

RECONCILIATION OF EFFECTIVE TAX RATE

2010 2009
Continuing operations % £m % £m
Profit before tax 41 21
Income tax using the UK corporation tax rate 280 11 280 06
Permanent differences 49 02 148 03
Tax incentives (24) ¢ 1) (9 5) {02}
Current year losses for which no deferred tax asset has been recognised 60 03 95 02
Effect of brought forward losses utilised (2 4) (01) (48 @1
Foreign tax charged at higher and lower rates than UK corporation tax rate (24) (0 1) - -
Adjustment in respect of prior years (24) (01) 48 01
293 12 429 09

DEFERRED TAX (CHARGE)/CREDIT ON ITEMS IN OTHER COMPREHENSIVE INCOMEAEXPENSE)

2010 2009

£m fm

Actuanal (gans)/losses (61) 39
Foreign currency dervatives - @1
61) 38

10 CURRENT TAX ASSETS AND LIABILITIES

Current tax assets of £nil (2009 £0 1m) and current tax habilites of £0 8m (2009 £0 8m) for the Group, and current tax iabihities of
£0 3m (2009 £nil) for the Company, represent the amount of Income taxes recoverable and payable in respect of current and prior
periods

11 DISCONTINUED OPERATIONS

The loss from discontinued operations of £0 1m 1in 2009 compnses aggregate charges of £0 2min respect of a dilapidations claim on a
former Group site In Nottingham and a third-party claim that relates to a former Group business but for which Molins retains responsibility,
net of a tax credit of £0 1m

During the year there were cash outflows of £0 1m (2009 £0 4m) from investing activities in respect of discontinued operations
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NOTES TO THE ACCOUNTS continued

12 EARNINGS PER SHARE

BASIC EARNINGS PER SHARE

The calculation of basic earmings per ordinary share 1s based upon the profit for the period of £2 9m (2009 £1 1m} and the weighted
average number of ordinary shares in 1ssue duning the year ended 31 December 2010 of 18,968,324 (2009 18,968,324) The weighted
average number of shares excludes shares held by the employee trust in respect of the Company’s long-term incentive arrangements

DILUTED EARNINGS PER SHARE
The calculation of diluted earnings per ordinary share 1s based upon the profit for the period of £2 9m (2009 £1 1m} and the diluted
weighted average number of ordinary shares in 1ssue dunng the year of 19,353,413 (2009 18,968,324), calculated as follows

2010 2009
Weighted average number of ordinary shares (non-diluted) at 31 December 18,968,324 18,968,324
Effect of own shares (deferred share plan) 385,089 -
Weighted average number of ordinary shares (diluted) at 31 December 19,353,413 18,968,324

The diluted weighted average number of shares includes the diluting effect, if any, of own shares held by the employee trust

BASIC AND DILUTED EARNINGS PER SHARE ON CONTINUING OPERATIONS
The calculations of basic and diluted earnings per ordinary share on continuing operations are based upon the profit from continuing
operations of £2 9m (2009 £1 2m) and the weighted average number of ordinary shares as shown above

BASIC AND DILUTED LOSS PER SHARE ON DISCONTINUED OPERATIONS
The calculations of basic and diluted loss per ordinary share on discontinued operations are based upon the loss from discontinued
operations for the perod of £nil (2009 £0 1m) and amounted to nil {2009 0 5p}

UNDERLYING EARNINGS PER SHARE

Underlying earnings per ordinary share, which is calculated on profit from continuing operations before excepttonal items and net
financing income/expense on pension scheme balances, amounted to 13 9p for the year ended 31 December 2010 (2009 11 3p)
The calculation of underlying earmings per ordinary share 1s based upon an underlying profit for the penod of £2 6m {2009 £2 2m)
and 1s calculated as follows

2010 2009

£m im

Profit for the period 29 11
Net financing (income)/expense on pension scheme balances {net of tax) {15) 06
Exceptional items (net of tax) 12 04
Loss from discontinued operations - 01

Underlying profit for the period 26 22
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13 INTANGIBLE ASSETS

Group Company
Development Development
Goodwill costs Total Goodwill costs Total
£m fm £m fm fm £m
Cost
Balance at 1 January 2009 123 i06 229 72 91 163
Additions - 11 11 - 10 10
Retranslation {05) on (0 6) - - -
Balance at 31 December 2009 118 116 234 72 101 173
Balance at 1 January 2010 118 116 234 72 101 173
Additions - 15 15 - 12 12
Disposals - {18) (18) - (18) (1 8)
Retranslation 01 01 02 - - -
Balance at 31 December 2010 119 11 4 233 72 95 16 7
Amortisation and impatrment losses
Balance at 1 January 2009 17 63 80 11 53 6
Amartisation for the period - 13 13 - 11 11
Impairment charge - 01 01 - 0 0
Retranslation - on on - - -
Balance at 31 December 2009 17 76 93 11 65 76
Balance at 1 January 2010 17 76 93 11 65 76
Amortisation for the penod - 15 15 - 14 14
Impairment charge - 03 03 - 03 03
Disposals - (1 8) (18) - {(18) {(18)
Retranslation - 02 02 - - -
Balance at 31 December 2010 17 78 95 11 64 75
Carrying amounts
At 1 January 2009 106 43 149 61 38 99
At 31 December 2009 i01 40 141 61 36 97
At 31 December 2010 102 36 138 61 31 92
The amortisation and impairment charge for development costs are included n cost of sales in the consolidated income statement
GOODWILL
The carrytng amount of goodwill at 31 December 2010 relates to the acquisitions of businesses by the Group and Company, and 1s
attnbutable to the following cash generating vrits (CGUs) within the Screntific Services division
Group Company
2010 2009 2010 2009
£fm im fm fm
Cerulean 72 72 53 53
Arista Laboratornes 30 29 08 08
102 101 61 61

IMPAIRMEENT REVIEW OF GOODWILL

Annual impairment rewiews of goedwill are undertaken and are determined from value in use calculations for each CGU using cash flow
projections based on the latest three year plan approved by the Board The main assumptions for each CGU, which relate to sales volume,
selling prices and cost changes, are based on recent history and expectations of future changes in the market Cash flows beyond the
period of the projections are extrapolated at growth rates which do not exceed those used in the three year plan The discount rate applied
to the cash fiow forecasts for each CGU 1s based on a market participant’s pre-tax weighted average cost of capital of 9 5%

There have been no impairments of goodwill during the penod
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NOTES TO THE ACCOUNTS continued

13 INTANGIBLE ASSETS continued

GOODWILL continued

IMPAIRMENT REVIEW OF GOODWILL continued

SENSITIVITY TO THE CHANGES IN ASSUMPTIONS

The directors befieve that any reasonably possible change in any of the key assumptions would not cause the carrying value of either
Cerulean or Ansta Laboratonies to materially exceed its recoverable amount for either the Group or the Company

14 PROPERTY, PLANT AND EQUIPMENT

Group Company

Land and Fixtures, Land and Fixtures,

buildings Plant and fittings and Total buildings Plant and fittings and Total

(restated) machinery vehicles {restated) (restated) machinery vehicles {restated)

fm fm fm im im fm fm fm

Cost
Balance at 1 January 2009 85 13 4 128 347 35 23 47 105
Additions 03 08 05 16 01 01 ¢t 03
Reclassifications 01 01 (02) - - - - -
Disposals {09 {05) (1 4) (28 - - (0% {0 5)
Retranslation {0 2) 10 (0 4) 04 - - - -
Balance at 31 December 2009 78 14 8 113 338 36 24 43 103
Balance at 1 January 2010 78 148 113 339 36 24 43 103
Additions 10 06 06 22 10 01 02 13
Transfer to inventories - (0 3) - (0 3) - - - -
Disposals - (0 8) (10) (18) - {05) ©9 (14)
Retranslation 03 05 Q2 10 - - - -
Balance at 31 December 2010 91 14 8 111 350 46 20 36 102
Depreciation
Balance at 1 January 2009 19 116 101 236 o7 22 37 66
Depreciation charge for the period 02 05S 11 18 c1 - 05 06
Reclassifications - o1 {0 1) - - - - -
Disposals (0 4) (0 3} {14} (2 1} - - {0 5} 05)
Retranslation {on 07 (0 2} 04 - — — -
Balance at 31 December 2009 16 126 g5 237 08 22 37 67
Balance at 1 January 2010 16 126 95 237 08 22 37 67
Depreciation charge for the period 03 06 09 18 02 - 04 06
Disposals - 07 {10) 17) - 05) (09) 14)
Retranslation 01 04 02 07 - - - -
Balance at 31 December 2010 20 129 96 245 10 17 32 59
Carrying amounts
At 1 January 2009 66 18 27 111 28 01 10 39
At 31 December 2009 62 22 18 102 28 02 06 36
At 31 December 2010 71 19 15 105 36 03 04 43

At 31 December 2010, assets disclosed as land and buildings, with a carrying value of £6 Om were used as secunty for bank loans
(2009 £5 1m)

PRIOR YEAR RESTATEMENT

The Group has applied the amendment to 1AS 17 Leases for the year ended 31 December 2010, which states that leases of land should be
assessed 1n the same way as all other leases This amendment has been applied retrospectively and consequently the statements of financial
position at 31 December 2009 have been restated for both the Group and Company

Land and bulldings has been restated ta include £0 Sm relatng to a lease premium that was previously accounted for as an operating
lease This lease has been reassessed as a finance lease and the carrying value of £0 5m reclassified from other recevables to property,
plant and equipment
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15 INVESTMENTS

Cost of shares
in subsidianes

Company f£m
Balance at 1 January 2009 47 4
Capital contrnibution 32
Balance at 31 December 2009 506
Balance at 31 December 2010 506

The Company's principal divisions and subsidiaries are histed on page 61

IMPAIRMENT REVIEW

Annual impairment reviews of the Company’s investments in subsidianes are undertaken and are determined from value in use calculations
for each cash generating unit (CGU) using cash flow projections based on the latest three year plan approved by the Board The main
assurmnptions for each CGU, which relate to sales volume, selling prices and cost changes, are based on recent history and expectations of
future changes in the market Cash flows beyond the period of the projections are extrapolated at growth rates which do not exceed those
used In the three year plan The discount rate applied to the cash flow forecasts for each CGU 15 based on a market participant’s pre-tax
weighted average cost of capital of 9 5%

There have been no impairments of investments in subsidanes dunng the period

16 DEFERRED TAX ASSETS AND LIABILITIES
Deferred tax assets and habilities are attributable to the following

Assets Liabilities Net

2010 2009 2010 2009 2010 2009
Group £m £m £m fm £m im
Intangible assets - - (10 (11) 10 {11)
Property, plant and equtpment 01 01 (0 4) {0 5) (03) (0 4)
Employee benefits 15 44 (3 5) - 20 44
Inventories o6 06 - - 06 06
Foreign currency dervatives - - 01N on {01) (o1)
Provisions 07 08 - - a7 08
Translation movements on foretgn currency investments - - (05) (0 4) (0 5) (0 4)
Own shares (employee trust) g1 01 - - 01 01
Deferred tax assets/(liabihties) 30 60 (55) {21) (25) 39
Qffset of tax (11) (2 0} 11 20 - ~-
Net tax assets/(habilities) 19 40 (4 4) {0 1) (2 5) 39

Assets Liabehties Net

2010 2009 2010 200% 2010 2009
Company fm fm Em fm £fm Em
Intangible assets - - (10} (1) (10) an
Property, plant and equipment 01 01 - ©n 01 -
Employee benefits - 32 (35) - (3 5) 32
Foreign currency derivatives - - o c1) 01) on
Provisions 01 03 - - 01 03
Qwn shares (employee trust) 01 01 - - 01 01
Deferred tax assets/(liabilities) 03 37 (4.6) (13} (a 3) 24
Offset of tax {0 3) {1 3) 03 13 - -
Net tax assets/(liabihties) - 24 (4.3) - (4 3) 24

No deferred tax is recognised on the unremitted earnings of overseas subsidiaries and associates As the earnings are continually reinvested
by the Group, no tax I1s expected to be payable on them in the foreseeable future
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16 DEFERRED TAX ASSETS AND LIABILITIES continued

The Emergency Budget of 22 June 2010 announced a phased reduction in the main UK coporation tax rate from 28% to 24% wath the first
1% reduction taking effect from 1 Apnl 2011 The first 1% reduction was substantively enacted for the purposes of 1FRS on 20 July 2010

It has not been possible to quantify the full anticipated effect of the announced further 3% rate reduction but it Is expected to result in a
reduction in the Group's future current tax charge as well as a reduction in the value of both the Group and Company’s net deferred tax
habilities, resulting in a further credit to income

UNRECOGNISED DEFERRED TAX ASSETS

Deferred tax assets have not been recogrised in respect of certain subsidiary tax losses These assets are only recognised to the extent that
their recovery 1s reasonably certain At the year end the Group had £3 9m of unprowided deferred tax assets (2009 £3 3m) relating to tax
losses which would become recoverable if the relevant companies were to make sufficient profits in the future Under current tax
legislation these tax losses expire as follows

Tax losses
2010 2009
Year of expiry £m fm
2018 11 12
2019 - 01
2020 03 -
No expiry date 25 20
39 33
MOVEMENT IN TEMPORARY DIFFERENCES DURING THE YEAR
Recogrused
in other
Balance at Recognised comprehensive Balance at
1 January n prohit ncome/ 31 December
2010 or loss {expense) Retranslation 2010
Group £m £m £m £m £m
Intangible assets {(11) 01 - - (10)
Property, plant and equipment {0 4) 01 - - (0 3)
Employee benefits 44 (0 4) (6 1) 01 20)
Inventones 06 - - - 06
Foreign currency denvatives {0 1) - - - 01
Provisions 08 {0 1) - - 07
Translation movements on foreign currency investments (0 4) - - (0 1) {05)
Own shares (employee trust} 01 - - - 01
39 (0 3) (6 1) - (25)
Recognised
n other
Balance at Recogmsed comprehensive Balance at
1 January wn profit income/ 31 December
2009 or loss {expense) Retranslation 2009
Group fm fm im fm fm
tntangible assets 2 01 - - (11)
Property, plant and equipment © 2} (02) - - (0 4)
Employee benefits 06 c1 39 {0 2} 44
Inventones 07 - - {01} 06
Trade and other recevables {0 2} 02 - - -
Foreign currency derivatives - - © 1) - {01)
Provisions 09 (01) - - 08
Translation movements on foreign currency investments (03) (01) - - {0 4)
Own shares (employee trust) 01 - - - 01
Tax losses 03 {0 3) - - -

07 {0 3) 38 03) 39
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16 DEFERRED TAX ASSETS AND UABILITIES continued
MOVEMENT IN TEMPORARY DIFFERENCES DURING THE YEAR continued

Recognised
in other
Balance at Recognised comprehensive Balance at
1 January in profit Incame/ 31 December
2010 or loss (expense) 2010
Company fm Em fm £im
Intangible assets 11 01 - (10
Property, plant and equipment - 01 - 01
Employee benefits 32 (0 5) (6 2) (3 5)
Foreign currency derivatives (o - - (01)
Provisions 03 {02) - 01 |
Own shares {employee trust) 01 - - 01
24 (0 5) {6 2) {4 3) ‘
|
Recognised |
in other |
Balance at Recognised  comprehensive Balance at }
1 January in profit Income/ 31 December
2009 or loss {expense) 2009
Company £m fm £m im
Intangible assets (12) 01 - (11)
Property, plant and equipment 02 (02) - -
Employee benefits (09 - 41 32
Trade and other receivables {0 2} 02 - -
Foreign currency denvatives - - on on
Provisions 04 01 - 03
Own shares {employee trust) 01 - - 01
Tax losses 03 0 3) - -
{13 (0 3) 40 24
17 INVENTORIES
Group Company
2010 2009 2010 2009
fm £m fm fm
Raw matenals and consumables 16 16 07 09
Work in progress 53 71 03 19
Finished goods 87 94 35 36
156 181 45 64
An amount of £0 5m (2009 £0 9m) has been charged in the year in respect of inventory wnte-downs
18 CONSTRUCTION CONTRACTS
Group Company ‘
2010 2009 2010 2009 ‘
£m £m im fm
Contracts 1n progress at statement of financial position date
Gross amgunt due from customers for contract work {included in Trade and
other receivables) 02 14 01 01 :
Gross amount due to customers for contract work {included in Trade and !
other payables) (0 8) (0 6) {0 8) (0 6) |

For contracts in progress at the statement of financial position date, the contract costs incurred plus recognised profits less recognised
losses to date was £1 9m (2009 £7 1m) for the Group and £1 1m (2009 £5 2m) for the Company Deposits recewved on account from

customers for contract work amounted to £0 3m (2009 £0 2m) for both the Group and the Company

Revenue recognised In respect of construction contracts during the year amounted to £4 9m (2009 £6 Sm)




44 MOLINS PLC
ANNUAL REPORT AND ACCOUNTS 2010

A

NOTES TO THE ACCOUNTS continued

15 TRADE AND OTHER RECEIVABLES

Group Company
2010 2009 2010 2009
£m £m £m im
Current assets
Trade recewvables 114 132 50 54
Amounts owed by Group undertakings - - 66 87
Construction contracts 02 14 01 01
Qther recewables 10 09 02 02
Prepayments and accrued income 27 16 06 05
Foreign currency dervatives 03 05 03 05
156 176 12 8 154
20 INTEREST-BEARING LOANS AND BORROWINGS
Group Company
2010 2009 2010 2009
£fm £m £m im
Non-current labihties
Bank borrowings 39 43 39 43
Fixed cumulative preference shares 09 09 09 09
48 52 48 52
Non-current llabilities
Repayable between one and two years 39 - 39 -
Repayable between two and five years - 43 - 43
More than five years 09 09 09 09
48 52 48 52

PREFERENCE SHARES

The preference shares carry a fixed cumulative preferential dwvedend at the rate of 6% per annum and on the winding-up of the Company
entitle the holders to repayment of the capital pard up thereon (together with a sum equal to any arrears or deficiency of the fixed dividend
calculated ta the date of the return of capital and 1o be payable irrespective of whether such dividend has been declared or earned or not}
in prionty to any payment to the holders of the ordinary shares The preference shares do not entitle the holders to any further
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

s at the date of the notice convening the meeting, the dividend on the preference shares 1s six months in arrears {for this purpose the
dvidend on the preference shares 1s deemed to be payable half yearly on 30 June and 3% December), or

» the business of the meeting includes the consideration of a resolution for the winding-up of the Company, or for reducing its share
caprtal or for sanctioning a sale of the undertaking, or any resolution directly and adversely affecting any of the special nghts or
privileges attached to the preference shares

There were no arrears in the payment of preference dividends at the statement of financial position date Preference didends paid in 2010
amounted to £54,000 (2009 £54,000)
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21 RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS/(DEBT)

Group Company
2010 2009 2010 2009
£m fm £fm fm
Net increase in cash and cash equivalents 35 32 29 18
Cash inflow from movement in borrowings 05 22 05 20
Change in net funds/(debt) resulting from cash flows 40 5S4 34 38
Translation movements - - 01 on
Movement in net funds/(debt) in the penod 40 54 33 37
Opening net funds/(debt) 50 (0 4) 08 {29
Closing net funds 20 50 41 08
Analysis of net funds
Cash and cash equivalents — current assets 138 102 89 60
Interest-bearing loans and borrowings — non-current habilities (4 8) (52) (4 8) (52)
Closing net funds 90 50 a1 08
22 TRADE AND OTHER PAYABLES
Group Company
2010 2009 2010 2009
fm £m £m fm

Current habilities
Deposits received on account 34 40 15 20
Trade payables 52 63 31 49
Amounts owed to Group undertakings - - 76 91
Construction contracts o8 06 08 06
Other taxes and social secunty 07 06 03 03
Other payables 32 25 23 16
Accruals and deferred income S6 63 25 23
Foreign currency denvatives 01 02 03 06

190 205 184 205

Deposits received on account of £3 4m (2009 £4 Om) exclude £0 9m (2009 £1 4m) of deposits billed but not recewved, which are
included in accruals and deferred income

23 PROVISIONS

Warranty Discontinued
and operations —
after-sales business
service  Exceptional disposal
provisions provisions Provisions Totat
Group fm fm £m £fm
At 1 January 2010 10 07 02 19
Provisions created in the year 12 09 - 21
Utilised during the year 09 (15) (01) (25)
Unused amounts reversed 02) - - 02)
At 31 December 2010 11 01 01 13
Warranty Discontinued
and operations —
after-sales business
service Exceptional disposal
provisions provisions provisions Total
Company £rm £m £m £fm
At 1 January 2010 06 06 01 13
Provisions created in the year 06 03 - 09
Utilised during the year (04) (0 8) - (12)
Unused amounts reversed (01) - - (0 1)

At 31 December 2010 07 01 01 09
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23 PROVISIONS continued

Warranty and after-sales service provisions are recognised when products or services are sold and are based on histoncal data and a
weighting of all possible cutcomes against their associated posstilities Except for specific identifiable claims, they are generally utilised
within one year of the statement of financial position date

The exceptional provisions at 31 December 2010 relate to the restructuning of the Tobacco Machinery division dunng the year and are
expected to be utiised within 2011 Included separately within the net pension asset cof the Group and Company at 31 Decernber 2010
are curtailment costs in respect of the restructuring of £0 7m (2009 £0 1m) relating to the UK pension scheme (see note 24)

Business disposal provisions relate to the remainmg habilities that will be utilised in completing the disposal of discontinued busimesses,
and are for the most part expected to be utilised within 2011

24 EMPLOYEE BENEFITS
The Group operates defined benefit pension schemes 1n the UK and USA The schemes are funded by contributions partly from employees
and partly from Group companies as necessary, at rates determined by independent actuanes

PENSIONS

UK PENSION SCHEME

The Group operated one defined benefit pension scheme in the UK through the year, the trustee of which 1s independent The assets of
the scheme are held separately from those of the Company and 1t 1s funded by means of contnbutions paid by members and the Company
as necessary in order to ensure that the fund can meet the expected benefit obligations Changes were made to the benefit structure of
this scheme 1n 2006, principally moving the pension accrual ink from final salary to career average for future entittements In addition,
employee contribution rates were increased from 5% of earnings to 6 5% untd 30 June 2007 and 8% thereafter for the majonty of
employees, new Joiners and any other employees that have so elected, accrue lower pension benefits and contribute 6% of earnings
The funding policy 15 1o ensure that the assets held by the scheme in the future are adequate to meet expected habilities, allowing for
future increases in pay and pensions None of the assets of the fund are invested in the Company except for an interest in the
cumulative preference shares of the Company with an estimated current market value of £0 1m

The formal actuanal valuation of the scheme as at 30 June 2009 was completed dunng the year, using the projected unit credit method
The market value of the scheme assets at that date was £276 1m and the funding level was 96% of habilities, which represents a defiot of
£12 1m Follewing agreement between the trustee of the scheme and the Company of a deficit recovery plan, the Company, with effect
from 1 July 2010, commenced paying to the scheme £1 2m per annum, in menthly instalments The deficit recovery penod 1s estimated
to be nine years, which 1s scheduled to be formally reassessed as at 30 June 2012 In addition to the deficit recovery payments, Company
contnbutions from 1 July 2010 for ongoing benefits have reduced to 3 3% in respect of members who joined the scheme after March
2006 and 7 9% for the majonty of other members The previous rates were 5% and 11% respectively

The Company paid contnibutions duning the year of £1 2m (2009 £1 4m), including defiat recovery payments of £0 6m (2009 £nil}
The contributions paid duning 2009 included £0 &m to reflect the actuanal cost of redundancies carried cut in 2008 and 2009

The Company accounts for pension costs under I1AS 19 (revised) Employee benefits and the valuation used has been based on the detailed
valuation work carned out as at 30 June 2009, updated by the Company's actuary to assess the value of the liabilities of the scheme at

31 December 2010 The trustee of the scheme has decided that it 13 appropriate to use the CPl measure of inflation for certain future
pension increases and this has been taken into account in the valuation of the scheme at 31 December 2010 The impact of this has

been to reduce the value of the habilities of the scheme by £20 6m (before tax) which has been accounted for as an assumption change
and recognised through the statements of comprehensive iIncome during the year Scheme assets are stated at therr market value at

31 December 2010

US PENSION SCHEMES

In the USA, the Group has three schemes offering defined benefits to members, two of which are closed to future accruals Formal
independent actuarial valuations of the US pension schemes were carmed out as at 1 January 2010 using the projected unit credit method
The valuations at 31 December 2010 have been based on these actuanal valuations, updated for conditions existing at the year end
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24 EMPLOYEE BENEFITS continued

PENSIONS continued

ASSUMPTIONS

The key financial assumptions used to calculate scheme labilities and the annual net pension credit/cost at 31 December are as follows

UK (Company) us

2010 2009 2010 2009
Discount rate S 40% 570% 5 20% 575%
Inflation rate
-CPl 2 80% n/a 3 00% 3 00%
— RP! 3 50% 3 60% n/a nfa
Increases to pensions i payment Y [
— final salary benefits 2 80% 3 60% n/a n/a
— career average benefits 230% 2 30% n/a n/a
Salary increases 4 50% 4 60% 3 00% 3 00%
Expected return on plan assets 6 90% 6 80% 7 50% 6 70%

The assumptions relating to longewity underlying the pension liabilities of the UK pension fund at the statement of financial position date
are based on standard actuarial mortalhty tables and include an allowance for future improvements in longevity The assumptions are
equivalent to expecting a 65 year-cld to live for a number of years as follows

* current pensicner aged 65 male — 22 years, female - 24 years, and
* future retirees upon reaching age 65 male — 24 years, female — 26 years

The expected return on assets has been derived as the weighted average of the expected returns from each of the main asset classes The
expected return for each asset class reflects a combination of histonical performance analysis, the forward tooking views of the financial
markets {as suggested by the yields available} and the views of investment organisations

A discount rate of 5 4% has been used in evaluating the value of the liabilities of the UK pension fund at 31 December 2010 A0 1%
change to this rate would have changed the value of the pension fund habilities at that date by approximately £3 9m before tax

Inflation rates of 2 8% for CPl and 3 5% for RPI have been used in evaluating the value of the habilities of the UK pension fund at
31 December 2010 A 0 1% change to these rates would have changed the value of the pension fund habilities at that date by
approximately £2 8m before tax

In valuing the habilities of the UK pension fund at 31 December 2010, mortality assumptions have been assumed as indicated above
If hife expectancy had been changed to assume that all members of the fund live for one year longer on average, the value of the reported
habilties at 31 December 2010 would have increased by approximately £11 5m before tax

CATEGORIES OF ASSETS AND FUNDED STATUS
The assets in the schemes and their expected rates of return, together with their funded status, were as follows

UK {Company) us Group
Expected Expected
rate of Value Value rate of Vatue Value Value Value
return 2010 2009 return 2010 2009 2010 2009
2010 fm fm 2010 £m £m £m £m

Equities 8 2% 1507 1342 8 2% 55 50 156 2 1392
Bonds 5 0% 1126 1303 6 7% 80 76 120 6 1379
Properties 6 8% 28.7 279 7 0% 10 09 297 288
Alternative investments 7 4% 345 186 n/a - - 345 186
Other 4 5% 21 20 n/a - - 21 20
Total fair (bid) value of
assets 6 9% 3286 3130 7 5% 145 135 3431 3265
Present value of defined
benefit obligations (318 7) (324 4) {18 2) {16 6) (336 9) (341 0)

Defined benefit asset/
(hability) 99 (11 4) (37) 31 62 {14 5)
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24 EMPLOYEE BENEFITS continued

PENSIONS continued

DISCLOSED PENSION INCOME/EXPENSE FOR FINANCIAL YEAR

A) COMPONENTS OF PENSION INCOME/EXPENSE)

Net pension {credit)/cost recognised in the consolidated income statement compnses

UK {Company)} us Group
2010 2009 2010 2009 2010 2009
£fm £m £m £m £m £m
Current service costs 10 08 02 02 12 10
Interest on obligations 180 177 09 09 189 186
Expected return on assets {20 1) (16 9) {(09) {0 8) (21 0) (17 7)
Net pension (credit)/cost before curtailment costs (11) 16 02 03 {(09) 19
Curtailment costs 07 01 - - 07 01
Net pension (credit)/cost (0 4) 17 02 03 (0 2) 20

B) STATEMENTS OF COMPREHENSIVE INCOME (SOCI)

The actuanal gain recognised 1n the SOCI in respect of pensions was £19 4m (2009 £13 2m loss), compnsing an actuanal gan of £19 7m
{2009 £13 8m loss) for the UK pension fund and an actuanal loss of £0 3m {2009 £0 &m gain) for the US schemes, all figures being
before tax

The cumulative amount of actuaria! gans before tax recogrised in the SOCI in respect of pensions was £14 4m (2009 £5 Om losses)
ACTUAL RETURN ON FUND ASSETS

The actual return on fund assets in 2010 was a gain of £33 6m {2009 £47 Zm), compnsing a gain of £32 0m (2009 £44 7m) for the UK
pension fund and a gain of £1 6m (2009 £2 5m} for the US schemes, all figures being before tax

RECONCILIATION OF PRESENT VALUE OF DEFINED BENEFIT OBLIGATIONS

UK (Company) us Group
2010 2009 2010 2009 2010 2009
£m fm £m £m £m E£m

Present value of defined benefit obhigations at 1 January 3244 2811 16 6 172 3410 2983
Service cost 10 08 02 02 12 10
Interest cost 180 177 09 09 189 186
Employee contributions 05 06 - - 05 06
Actuanal (gain)/loss (7 8} 416 10 11 (6 8) 427
Benefit payments (18 1} (17 5) (10) o (19 1) (18 5)
Curtailment costs 07 01 - - 07 01
Retranslation - - 05 (18) 05 {18)
Present value of defined benefit obligations at
31 December 3187 324 4 18 2 16 6 3369 3410
RECONCILIATION OF THE FAIR VALUE OF FUND ASSETS

UK (Company) us Group

2010 2009 2010 2009 2010 2009

£m ifm fm £m £m fm

Fair value of fund assets at 1 January 3130 2838 135 134 3265 297 2
Expected return on fund assets 201 169 09 08 210 177
Actuarial gain 119 278 07 17 126 295
Company contributions 12 14 - - 12 14
Employee contributions 05 06 - - 05 06
Benefit payments (18 1) {17 5) {(10) (o (19 1) (18 5)
Retranslation - - 04 (1 4) 04 (14

Fair value of fund assets at 31 December 3286 3130 145 135 3431 3265
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24 EMPLOYEE BENEFITS continued
PENSIONS continued
EXPERIENCE GAINS AND LOSSES FOR THE YEAR

UK (Company} us Group
2010 2009 2010 2009 2010 2009
£m £m fm £m £m £m
Fair value of fund assets 3286 3130 145 135 3431 3265
Defined benefit obligations {318 7) (324 4) (18 2) {16 6) (336 9) (341 0)
Surplus/(deficit) 99 (11 4) (37) (31) 62 (14°5)
Experience gain on fund assets 119 278 07 17 126 295
Experience gain/(loss) on defined benefit oblhigations 78 {41 6) {(10) {11) 68 (42 7)
Total gain/(loss) recogmised in the SOCI during the
year 197 (13 8) (0 3) 06 194 (132)
MOVEMENTS IN THE NET ASSET/(LIABILITY) OF EMPLOYEE BENEFITS RECOGNISED IN THE STATEMENTS OF FINANCIAL POSITION
UK {Company) us Group
2010 2009 2010 2009 2010 2009
£m £m £m £m Em £m
Net (lability)/asset for employee benefits at 1 January (114) 27 (31) (3 8) (14 5) (an
Income/(expenses) recognised mn the income statement
{see below) o4 a7 (0 2) (C3) 02 (20)
Company contributions 12 14 - - 12 14
Actuanial gains/(losses) recognised in the SOCI 197 (13 8) (03) 06 194 (132)
Retranslation - - (01) 04 {01) 04
Net asset/(hability) for employee benefits at
31 December 99 (11 4) (37) (3 1) 62 (14 5)
Disclosed as
Non-current assets 99 - - - 99 -
Non-current liabilities - {11 4) (37) (3 1) (37) (14 5)
EMPLOYEE BENEFIT INCOME/EXPENSE RECOGNISED IN THE CONSOLIDATED INCOME STATEMENT
The income/expense 1s recognised In the following ine items In the consolidated income statement
UK (Company) us Group
2010 2009 2010 2009 2010 2009
£m fm fm fm £m fm
Cost of sales 04 04 01 01 05 05
Distnibution expenses 02 01 - 01 02 02
Administrative expenses 04 03 01 - 05 03
QOther operating expenses 07 01 - - 07 01
Financial income (20 1) (16 9) (09) (0 8) (210) (177)
Financial expenses 18 0 177 09 09 189 186
Net pension (credit)/cost (0 4) 17 02 03 {0 2) 20

The curtailment costs In other operating expenses in 2010 and 2009 are included in exceptional items in the consolidated income

statement
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24 EMPLOYEE BENEFITS continued
PENSIONS continued
HISTORICAL DISCLOSURE INFORMATION

UK {Company) us Group
2008 2007 2006 2008 2007 2006 2008 2007 2006
fm £m £m fm £m fm £m fm fm
Fair vatue of fund assets 2838 3550 3484 134 127 130 297 2 3677 3614
Defined benefit obligations (2811) (3291) (3550) {17 2) (12 3} {13 4) (2983) (3414) (3684)
Surplus/{deficit) 27 259 {6 6) (3 8) 04 (0 4) (11) 26 3 (7 0)
Expenence {loss)/gain on fund assets (81 5) {2 2) 95 (33) (01} 01 (84 8) (2 3} 96
Expenence gan/{loss)
on defined benefit obhgations 528 291 {4 3) (01) 11 - 527 302 (4 3)
Total (loss)/gain recognised in the
S$0CI during the year {28 7) 269 52 (3 4) 10 01 (321) 279 53

The Group expects to contribute approximately £2 5m to the UK penston scheme in 2011, including deficit recovery payments of £1 2m
and £0 7m In respect of curtailment costs incurred in 2010

SHARE-BASED PAYMENTS

The Company operates a long-term incentive plan (LTIP) and a deferred share plan Own shares are held in trust and granted to plan
participants when certain conditions are met Further details of the LTIP and the deferred share plan, including the performance conditions
and vesting periods, are in the Remuneration report (pages 16 10 19) and in this note

The share awards that were subject to conditional grants durning the year were

At At
1 January 31 December
2010 Granted Lapsed 2010
LTIP

- 2008 504,444 - (504,444) -
- 2009 295,000 - - 295,000

Deferred share plan
-1 March 2010 - 437,800 - 437,800
— 1 December 2010 - 212,600 - 212,600

799,444 650,400 (504,444) 945,400
The granting of all conditsonal awards and the exerase of such awards are at nil cost to the parucipant

As at 31 December 2010 none of the above share awards were exercisable
The share-based compensation credit for the year amounted to £0 1m (2009 £0 2m)

The fair value of the conditicnal awards made under the deferred share plan has been based on the market price of the Company's shares
at the date of grant, reduced by the assumptions made (for the purposes of this exeraise) in respect of the present value of divdends
expected to be paid duning the vesting penod, and amounted to 48 Op in respect of the grant on 1 March 2010 and 45 Op n respect of
the grant on 1 December 2010 The vesting peniod for the deferred share plan I1s three years
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24 EMPLOYEE BENEFITS continued

SHARE-BASED PAYMENTS continued

The fair value of the conditional awards made under the LTIP has been estimated using a Monte Carlo simulation model The assumptions
used in respect of the LTIP granted in 2009 were as follows

Lne

2009

Vesting period {years) 3
Expected volatility — Molins (%) 40
Expected volatthty - comparator group (%) 35
Correlation with comparator group (%) 50
Dividend yield (%) 50
Expectation of meeting non-market-based performance criteria (%) 100
Share price at date of grant (p) 380
Fair value of share awards {(p) 190

Expected volatiity was based on the historical volatiity of the Company's share price over the last few years

Additionally, the Company operated an employee share option plan that ended during 2009 This share option arrangement was granted
before 7 November 2002 and in accordance with the transitional provisions in IFRS 1 First-time adoption of international Financial
Reporting Standards, the recogrition and measurement principles in {FRS 2 Share-based payment have not been applied

Options held over Mofins PLC ordinary shares were as follows

Executive
schemes
At 1 January 2009 5,000
Lapsed (5,000}
At 31 December 2009 -
25 CAPITAL AND RESERVES
SHARE CAPITAL
2070 2008
Allotted, Allotied,
called up called up
2010 2009 and and
Authorised Authorised fully paid fully pad
£m fm £fm £m
Qrdinary shares of 25p each 101 101 50 50

There were 20,171,540 (2009 20,171,540) ordinary shares in 1ssue at the year end The holders of the ordinary shares are entitled to one
vote per share at meetings of the Company and to receive dvidends as dedlared from time to time An employee trust holds 1,203,216 of
the ordinary shares and it has agreed to waive all dividends and not to exercise voting nghts in respect of these shares The Company also
has in 1ssue 800,000 6% fixed cumulative preference shares of £1 each (see note 20), these are classified as borrowings

TRANSLATION RESERVE
The translation reserve comprises all foreign exchange differences ansing from the translation of the financial statements of foreign
operations that are not integral to the operations of the Company

CAPITAL REDEMPTION RESERVE
The capital redemption reserve records the histoncal repurchase of the Company’s own shares

HEDGING RESERVE
The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related
to hedged transactions that have not yet occurred

INVESTMENT IN OWN SHARES

Included within retained earnings 1s the carmying value of own shares held in trust for the benefit of employees These shares are used to
service the obligations of the Company’s Long-term incentive plan {LTIP) and deferred share plan Further details of the LTIP and deferred
share plan can be found in the Remuneration report (pages 16 to 19} and on pages 50 and 51 in note 24
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NOTES TO THE ACCOUNTS continued

25 CAPITAL AND RESERVES continued

INVESTMENT IN OWN SHARES continued

At the year end the employee trust held 1,203,216 (2009 1,203,216) ordinary shares of 25p each, representing 6 0% of the issued shares
at 31 December 2010 (2009 6 0%}, of which 945,400 shares (2009 799,444) were subject to conditional grants The shares held by the
trust were purchased at an aggregate cost of £2 1m (2009 £2 im) The market value of the shares at 31 December 2010 was £0 8m
(2009 £0 7m)

DIVIDENDS
2010 2009
£m £m
Dividends to shareholders paid in the period
Final dividend for the year ended 31 December 2009 of 2 Sp per ordinary share (2008 2 5p) 05 05
Interim dividend for the year ended 31 December 2010 of 2 5p per ordinary share (2009 2 5p} 05 05
10 10

The Board recommends a final dwvidend of 2 5p per share The proposed final dwidend 1s subject to approval at the Annual General
Meeting on 6 May 2011 and has not been included as a liability at 31 December 2010 Subject to approval, the dwidend will be pad
on 20 May 2011 to those shareholders appeanng on the regster at the close of business on 26 Apnl 2011

26 FINANCIAL RISK MANAGEMENT
The Group has exposure to credit, hquidity and market risks from its use of financial instruments

These nisks are regularly considered and the impact of these risks on the Group and how to mitigate them assessed The Board of directors
15 responsible for the Group’s system of internal controls and has established nsk management policies to identify and analyse the risks
faced by the Group, to set appropriate risk limits and controls, and to monitor nsks and adherence to limits The Audit Committee assists
the Board In the discharge of its duty in relation to the maintenance of proper internal controls Further details regarding the Audit
Committee can be found in the Corporate governance statement on pages 20 to 22

CATEGORIES OF FINANCIAL INSTRUMENTS

Group Company
2010 2009 2010 2009
£m £m £m [4,}
Financial assets
Derivative instruments in designated hedge accounting relationships 03 05 03 05
Loans and recewables (including cash and cash equivalents) 252 234 205 201
255 239 208 206
Financial habilities
Derivative instruments in designated hedge accounting relationships 01 02 03 oe
Amortised cost 237 255 229 251
23 8 257 232 257

CREDIT RISK

Credit risk 1s the nisk of financial loss to the Group if a customer or counterparty to a finanaal instrument fails to meet 1ts contractual
obligations, and anses prinaipally from the Group's receivables from customers and cash held at financial institutions In addition, for
the Company, a credit nsk exists in respect of amounts owed by Group undertakings

TRADE RECEIVABLES

The Group ensures that the prowvision of credit to customers is adequately managed by each individual operating business in order that the
nsk of non-payment or delayed payment s mimimused The Group's exposure to nsk s influenced mainly by the individual charactenstics

of each customer, the industry and country in which customers operate The Group has a relatively diversified base of customers and the
customer that accounts for the largest proportion of sales, excluding one-off projects, is routinely responsible for no mare than 5% of total
sales in any year
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26 FINANCIAL RISK MANAGEMENT continued

CREDIT RISK contmued

TRADE RECEIVABLES continued

The Group has wnitten credit control pohicies which cover procedures for accepting new customers, setting credit kmits, dealing with
overdue amounts and delinquent payers

An imparment loss provision against trade receivables is created where 1t 1s anticipated that the value of trade recevables 1s not fully
recoverable

EXPQSURE TO CREDIT RISK
The carrying amount of financial assets represents the maximum credit exposure The maximum exposure to credit nisk for the Group and
the Company at 31 December was

Group Company

2010 2009 2010 2009

£m £m £m £m

Trade receivables 14 132 50 54
Amounts owed by Group undertakings - - 66 87
Foreign currency denvatives 03 05 03 05
Cash and cash equivalents 138 102 89 60
255 239 208 206

The maxmum exposure to credit nisk for trade receivables at 31 December by business segment was

Group Company
2010 2009 2010 2009
Qperating segments £fm £m £m fm
Scientific Services 33 29 24 23
Packaging Machinery 36 39 10 10
Tobacco Machinery 45 64 16 21
14 132 50 54

IMPAIRMENT LOSS PROVISIONS
The ageing of trade recevables and the impairment loss provisions for the Group and the Company at 31 December was

2010 2009

Impairment Impairment

loss Toss
Gross provisions Total Gross provisions Total
Group £m £m fm fm £m £m
Not past due 89 - 89 94 - 94
Past due up to 30 days 17 - 17 16 - 16
Past due 31-60 days 06 - 06 10 - 10
Past due 61-90 days 01 - 01 04 - 04
Past due more than 91 days 04 (0 3) 01 10 (0 2) 08
117 (0 3) 114 134 (0 2) 132

2010 2009

Impairment Imparrment

loss loss
Gross provisicns Total Gross provisions Total
Company fm fm £fm fm fm fm
Not past due 40 - 40 35 - 35
Past due up to 30 days 0S - 05 08 - 08
Past due 31-60 days o4 - 04 04 - 04
Past due 61-90 days 01 - 01 02 - 02
Past due more than 91 days 01 (0 1) - 06 {0 1) 05

51 (0 1) 50 55 {1} 54
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NOTES TO THE ACCOUNTS continued

26 FINANCIAL RISK MANAGEMENT continued
CREDIT RISK continued
IMPAIRMENT LOSS PROVISIONS continued

The movement in the impairment loss prowisions in respect of trade receivables during the penod was as follows

Group Company

2010 2009 2010 2009

£m im £m fm

Impairment {oss provisions at 1 January 02 03 01 01
Provisions created in the year 02 o1 - -
Utilised during the year - (0 1) - -
Unused amounts reversed (01) {01) - -
Impairment loss provisions at 31 December 03 02 01 01

LIQUIDITY RISK

Liquidity risk 1s the risk that the Group will not be able to meet its finanaial obligations as they fall due The Group’s approach to managing
hquidity 15 to ensure, as far as possible, that it wall always have sufficient iguidity to meet its liabilities as they become due Further details
of the Group's treasury pohcies can be found in the Financial review on pages 8 to 11

CONTRACTUAL MATURITIES OF NON-DERIVATIVE FINANCIAL LIABILITIES
The non-denvative financial labilities for the Group and the Company at 31 December were

Group Company
2010 2009 2010 2009
fm £m Em Em
Current liabilities
Trade and other payables {excluding denvatives) 189 2013 181 199
Non-current labihties
Interest-bearing loans and borrowings 48 52 4 8 52

The maturities of the interest-bearing loans and borrowings are disclosed in note 20 Further details relating to the committed borrowing
facilties of the Group can be found in the Financial review on pages 8 to 11

Trade and other payables shown as current habilities are expected to mature within six months of the statement of financial position date

The contractual matunties of forward foreign exchange contracts that the Group and Company had committed at 31 December are shown
in the foreign currency nsk section in this note

MARKET RISK

Market nisk s the nisk that changes in market prices, such as interest rates and foreign exchange rates, will affect the Group’s income or the
value of its holdings of finanaial instruments  Exposure to interest rate and currency nisks arises in the normal course of the Group’s business
The Group does not trade in financial instruments and enters into denvatives (principally forward foreign exchange contracts) solely for the

purpose of minimising currency exposure on sales or purchases in other than the functional currencies of its vanous operations

The Group's treasury policies are explatned in the Financial review on pages 8 to 11




MOLINS PLC 55
ANNUAL REPORT AND ACCOUNTS 2010

A /i

26 FINANCIAL RISK MANAGEMENT continued
INTEREST RATE RISK

CASH AND CASH EQUIVALENTS

The cash profile at 31 December was

2010 2009
Cash on Cash an
Cash at which no Cash at which no
floating interest floating Interest
rates recewed Total rates receved Total
Group £m £fm £m fm £m £m
Currency
Sterling 86 02 88 57 01 58
Us dollar 17 - 17 07" G 08
Canadian dollar 01 - 01 03 - - 03
Euro 20 - 20 15 - 15
Czech koruna 04 - 04 01 - 01
Brazihan real 06 - 06 15 - 15
Other 02 - 02 02 - 02
13 6 02 138 100 02 102
2010 2009
Cash on Cash on
Cash at which no Cash at which no
floating interest floating Interest
rates received Total rates recerved Total
Company £m fm fm fm £m im
Currency
Sterling 8.3 02 85 54 01 5%
US dollar 04 - 04 - - -
Canadian dollar - - - 03 - 03
Euro - - - 02 - 02
87 02 89 59 01 60

Interest rates are based on LIBID and relevant national equivalents All cash surplus to immediate operational requirements is placed on
deposit at floating rates of interest

INTEREST-BEARING LOANS AND BORROWINGS
The profile of interest-bearing loans and borrowings at 31 December was

2010 2009
Borrowings  Borrowings Borrowings Borrowings
at floating at fixed at floating at fixed
rates rates Total rates rates Total
Group and Campany £m £m fm im fm im
Currency
Sterling - 09 09 - 0¢ (V)
Canadian dollar 39 - 39 33 - 33
Czech koruna - - - 10 — 10
39 09 48 43 09 52

The borrewings at fixed rates in sterling are the fixed cumulative preference shares which are explained in more detail in note 20

The floating rate borrowings are based on interest rates at UK base rate, UK LIBOR and relevant national equivalents
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26 FINANCIAL RISK MANAGEMENT continued

INTEREST RATE RISK continued

SENSITIVITY TQ INTEREST RATE RISK

If UK interest rates had been 100 basis points higher/lower throughout the period for both the Group and Company, financial expenses
would have increased/decreased by £nil (2009 £nil} This analysis assumes that all other vanables remain constant

FOREIGN CURRENCY RISK

The majonity of the Group's operations are outside of the UK, and therefore a significant portion of its business is conducted overseas

in currencies other than sterhing As explained on page 10 in the Financial review, foreign currency nsk 1s one of the prinaipal nisks and
uncertainties to which the Group is exposed The Group Is exposed to both transaction and translation nisk Transactions in foreign currency
are translated at the foreign exchange rate ruling at the date of the transaction Monetary assets and liabilities denoninated in foreign
currencies at the statement of ftinancial position date are translated at the foreign exchange rate ruling at that date Foreign exchange
differences ansing on transiation are recognised in the income statement

The revenues and expenses of foreign operations are translated at an average rate for the period The assets and liabilities of foreign
operations are translated at foreign exchange rates ruling at the statement of finanaial position date and foreign exchange differences
are taken directly to the translation reserve

The following exchange rates {relative to sterling}, which are significant to the Group, applied duning the period

Average rate Clasing rate

2010 2009 2010 2009
Us doliar 155 156 157 161
Canadian dollar 160 178 156 169
Euro 117 112 117 113
Czech koruna 2956 2966 29 11 29 80
Brazihan real 272 313 258 2 82

FORWARD FOREIGN EXCHANGE CONTRACTS
The Group enters inte forward foreign exchange contracts solely for the purpose of minimssing currency exposures on sale and purchase
transactions The Group classifies its forward foreign exchange cantracts used for hedging as either cash flow or fair value hedges and

states them at fair value

FAIR VALUE
The farr value of forward foreign exchange contracts at 31 December was
Group Campany

2010 2009 2010 2009
Cash flow hedges £m fm £m ]
Gain 05 o7 o6 08
Loss (01) (0 2) (0 3) (0 6)

04 05 03 02

The fair value s the gairv{loss) on all open forward foreign exchange contracts at the peniod end These amounts are based on the market
values of equivalent instruments at the period end date and all relate to those forward foreign exchange contracts that have been
designated as effective cash flow hedges under |AS 39 Financial instruments — recogrition and measurement

There were no apen forward foreign exchange contracts, as at either 31 December 2010 or 2009, that had been designated as fair value
hedges under 1AS 39
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26 FINANCIAL RISK MANAGEMENT continued

FOREIGN CURRENCY RISK continued

FORWARD FOREIGN EXCHANGE CONTRACTS continued

CONTRACTUAL MATURITY DATE AND FUTURE CASH FLOWS

The contractual matunty date and period when cash flows are expected to occur in relation to open forward foreign exchange contracts at
31 December were

Group Company
2010 2009 2010 2009
fm fm £m fm
Less than six months 90 110 111 141
Between six and twelve months 48 32 53 37
Between twelve and twenty-four months 01 25 01 28
139 167 16 5 206

CASH FLOW HEDGES AFFECTING PRCFIT OR LOSS
The period when the cash flows associated with those denvatives designated as cash flow hedges are expected to affect profit or foss was

Group Company
2010 2009 2010 2009
£m £m £m fm
Less than six months 97 111 118 143
Between six and twelve months 42 31 a7 35
Between twelve and twenty-four months - 25 - 28
139 167 165 206

CURRENCY PROFILE
The currency profiles at 31 December of Cash and cash equivalents and Interest-bearing loans and borrowings are shown within the
interest rate nsk section in this note

The main functional currency of the Group 1s sterling The following analysis of financial assets and habilities {excluding net funds/debt)
shows the Group and Company exposure after the effects of forward foreign exchange contracts used to manage currency exposure
The amounts shown represent the transactional exposures that give rise to the net currency gains and losses recognised in the income
statement Such exposures represent the financial assets and habilities of the Group and the Company that are not denominated in the
functional currency of the business involved

2010 2009
us dollar Euro Total US dollar Euro Total
Group im im fm £m fm £m

Functional currency

Canadian dollar 04 - 04 01 - 01
Brazihan real 02 07 09 Q2 06 08
06 07 13 03 06 09

2010 2009
US dollar Euro  Czech koruna Total
Company £m im fm fm

Functional currency
Sterfing 02 o1 02 03
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26 FINANCIAL RISK MANAGEMENT continued

FOREIGN CURRENCY RISK continued

SENSITIVITY TO FOREIGN CURRENCY RISK

PROFIT FOR THE PERIOD

Average exchange rates are used to translate the profits of foreign operations in the consolidated income statement If sterling had been
10% stronger/weaker against all foreign currencies dunng the period, the effect of this on the average exchange rates used to translate
profits would have increased/decreased Group profit for the penod by £rul (2009 £0 1m)

EQUITY

If sterling had been 10% stronger against all foreign currencies at 31 December 2010, Group equity would have reduced by £1 7m
(2009 £1 9m} Conversely, if sterhing had been 10% weaker against all foreign currencies at 31 December 2010, Group equity would
have increased by £2 1m (2009 £2 3m) This analysis assumes that all other vanables remain constant

FAIR VALUES
The fair value of borrowings at fixed rates for both the Group and the Company at 31 December 201015 £1 1m (2009 £1 O0m)} and has
been calculated by discounting the expected future cash flows at prevailing interest rates

There are no other significant differences between book and fair values for any of the other financial assets or liabilities included in either
the Group or Company statement of finanaial position

CAPITAL MANAGEMENT

Capital comprises total equity as shown in the statement of financtal position The Group’s policy 1s to maintain a strong capital base so as
to maintain investor, creditor and market confidence and to sustam the future development of the business The Group manages its capital
structure and makes adjustments to it in ight of the economic conditions To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital to shareholders or 1ssue new shares

The Group monitars capital through measures of earnings per share (see note 12}, return on caprtal employed {profit for the penod divided
by average equity) and tangible net worth (total equity before intangible assets and employee benefits, net of tax)

There were no changes to the Group's approach to capital management durning the year and neither the Company nor any of its
substdianes are subject to externally imposed capital requirements

27 OPERATING LEASES
Non-cancellable operating lease rentals are payable as follows

Group Company
2010 2009 2010 2009
£m £m fm fm
Less than one year 13 11 06 05
Between one and five years 29 37 16 21
More than five years 19 23 13 i3
61 71 35 39

The Group leases a number of manufactunng and serice faciliies under operating leases The lease terms vary in length and some have
the option to renew at the end of the lease term

During the year ended 31 December 2010, £1 3m was recognised as an expense in the consolidated income statement in respect of
operating leases (2009 £1 3m)

28 CAPITAL COMMITMENTS

Group Company
2010 2009 2010 2009
£m £m £m fm
Capital investment contracted but not provided for 02 - - —
29 CONTINGENT LIABILITIES
Group Company
2010 2009 2010 2009
£m £m £m f£m

Contingent habilities in respect of guarantees and indemnities related to sales and
other contracts 42 79 42 77
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30 RELATED PARTIES

IDENTITY OF RELATED PARTIES

The Company has a related party relationship with its subsidhanies (see note 31), directors and the UK and US pension schemes In the
course of normal operations, related party transactions entered 1nto by the Group have been contracted on an arm’s-length basis

Details regarding transactions involving the directors and their remuneration can be found in the Remuneration report (pages 16 to 19)

The Group recharges the UK pension scheme with the costs of administration incurred by the Group The total amount recharged in the
year to 31 December 2010 was £0 2m (2009 £0 2m}

31 GROUP ENTITIES
All intragroup related party transactions and outstanding balances are ehminated in the preparation of the consolidated financial
statements of the Group and therefore in accordance with 1AS 24 Related party disciosures, are not disclosed

SUBSIDIARY UNDERTAKINGS
Details of the principal subsidiary undertakings are shown on page 61

Duning the year ended 31 December 2010 the Company made sales of £7 1m (2009 £9 7m) and purchased goods totalling £7 8m
(2008 £8 5m) to and from other Group undertakings

During the year ended 31 December 2010 the Company received interest income from subsidiary undertakings of £0 1m (2009 £0 1m)
and Group recharges of £0 7m (2009 £0 7m)

At 31 December 2010 amounts owed by subsidiary undertakings to the Company were £6 6m (2009 £8 7m) and amounts owed by the
Company to subsichary undertakings were £7 6m (2009 £9 1m)

At 31 December 2010 investments in subsidiaries by the Company were £50 6m (2009 £50 6m)

32 ACCOUNTING ESTIMATES AND JUDGEMENTS
The development, selection and disclosure of the Group’s critical accounting policies and estimates, and the application of these policies
and estimates, are considered as part of the remit of the Audit Committee

GOODWILL IMPAIRMENT

Determining whether goodwill 1s impaired requires an estimation of the value in use of the cash generating units {CGUs) to which the
goodwill relates The value in use calculation requires the Group to estimate the future cash flows expected to arise from each CGU and to
determine a suitable discount rate to calculate the present value The carrying value of goodwill at 31 December 2010 was £10 2m and
there have been ne impairments of goodwill during the period Further information 1s contained 1n note 13

INVESTMENT IMPAIRMENT

Determiring whether the Company’s investments In subsidianes are impatred requires an estimation of the value in use of the cash
generating umits (CGUs) to which the investments relate The value in use calculation requires the Company to esumate the future cash
flows expected to anse from each CGU and to determine a suitable discount rate to calculate the present value The carrying value of
investments in subsidianes by the Company at 31 December 2010 was £50 6m and there have been no impairments of investments 1n
subsidianies duning the period Further information 1s contained in note 15

PENSION ACCOUNTING

Changes to key assumptions used for calculating the net pension asset/hability of the Group can have a significant impact on the
accounting valuation of the Group’s pension schemes The key assumptions used in calculating the net pension asset/lability for the Group
are disclosed 1n note 24 The value of the schemes’ labilities is particularly sensitive to the discount, inflation and mortahity rates used An
analysis of the impact on the net pension asset/lability to changes in these assumptions 15 also disclosed

PROVISIONS

The Group assesses the carrying value of both debtor balances and inventory batances based on past losses, current trading patterns and
anticpated future events Prowsions for expected future cash flows are made based upon past experience and management’s assessment
of the likely outflow, after taking professional advice where appropriate

CONSTRUCTION CONTRACTS

The timing of revenue recogrition on construction contracts 1s based on the assessed stage of completion of contract activity at the
statement of financial position date The assessed stage of completion i1s based on an estimate of the labour costs expended on each
contract at the statement of financial position date as a proportion of estimated total labour costs on each contract
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FIVE YEAR RECORD

2010 2009 2008 2007 2006
im fm fm fm fm
Revenue - continuing operations 864 838 915 893 886
Revenue — discontinued operations - - - ~ 128
Revenue - total 864 838 915 89 3 101 4
Continuing operations
Underlying operating profit* 37 35 30 36 48
Exceptional items (16) (0 4) 17 - (2 6)
Operating profit 21 31 47 36 22
Net financing income/{expense} 20 (10) 41 38 32
Profit before tax 41 21 88 74 54
Taxation (12) 09 21 {(18) 07
Profit from continuing operations 29 12 67 56 37
(Loss)/profit from discontinued operations - 1) - 23 (12 2)
Profit/(loss) for the period 29 11 67 79 (8 5)
Underlying operating return on sales* 4 3% 4 2% 33% 4 0% 5 4%
Underlying earnings per ordinary share$ 13 9p 113p 10 9p 11 3p 13 8p
Basic earnings/(loss) per ordinary share 15 3p S 8p 35 2p 42 O0p {45 6)p
Dividends per ordinary share 5 Op 5 0p 5 0p 7 Op 4 0p
2009 2008 2007 2006
2010 {restated)” (restated)” {restated)” (restated)”
£m im Em £m £m
Intangible assets 138 141 149 133 133
Property, plant and equipment (including assets held for sale) 105 102 11 239 246
Inventones 156 181 171 151 129
Trade and other recevables {including taxation) 17 5 217 253 190 266
Employee benefits 62 {14 5) (11 263 {7 0)
Trade and other payables {including taxation and provisions}) (25 5) {23 3) (26 7} (37 7} (34 0)
381 263 406 599 364
Net funds/(debt) 90 50 (0 4) (7 6) (12 3)
Net assets 471 313 40 2 523 241
Net assets per ordinary share 233p 155p 199p 259p 120p
Ordinary shares in issue (000’s) 20,172 20,172 20,172 20,172 20,167

*  Continuing operatians before exceptional iterns
§ Continuing operations before exceptional items and net financing Incomefexpense on pension scheme balances
# Restated 1o reflect changes in accounting for leases Further information 15 contained in note 14 1o the accounts
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PRINCIPAL DiIVISIONS AND SUBSIDIARIES

The subsidiary undertakings shown include those which principally affect the profits and net assets of the Group as at the date of thss
report Qverseas companies operate and are incorporated in the countries in which they are based In all cases the class of shares held 1s
ordinary equity shares (or equivalent) and the proportion held 1s 100% unless otherwise indicated Shares in the UK, Russian and Czech
Republic compantes are held directly by Molins PLC and those in the other overseas subsidiaries by intermediate holding compamies

A full list of subsidianes will be included in the next annual return filed at Companies House

SCIENTIFIC SERVICES
ARISTA LABORATORIES INC
1941 Reymet Road, Richmond
VA 23237-3723, USA

Tel +1 804 271 5572
Fax +1 804 271 5594
E-mall info@aristalabs com
Tom Lavinka, Acting President

ARISTA LABORATORIES EUROPE

1 Elm Crescent

Kingston upon Thames KT2 6HL, UK

Tel +44 (0)20 8247 9100

Fax +44 (0)20 8247 9125

E-mail fo@anstalabs com

Tom Lawvinka, Acting President

Tatiana Humphnes, Laboratory Manager

CERULEAN

Rockingham Drive, Linford Wood East
Milton Keynes MK14 6LY, UK

Tel +44 (0)1908 233833

Fax +44 (0)1908 235333

E-mall info@cerulean com

Steve Frankham, Managing Director

CERULEAN INC

3900 Carolina Avenue, PQ Box 6159
Richmond, VA 23222-0159, USA

Tel +1 804 329 9081

Fax +1 804 329 2876

E-mall info@cerulean com

Steve Frankham, Managing Director

PACKAGING MACHINERY
CERULEAN PACKING MACHINERY
Rockingham Dnve, Linford Wood East
Milton Keynes MK14 6LY, UK

Tel +44 (0)1908 233833

Fax +44(0)1908 235333

E-mall info@cerulean com

Steve Frankham, Managing Director

ITCM

13 Westwood Way, Westwood Business
Park, Coventry Cv4 8HS, UK

Tel +44 (0)2476 421100

Fax +44 (0)2476 421255

E-mal rtem@molinsitern com

Bruce Paxton, Managing Director

LANGEN PACKAGING INC
6154 Kestrel Road, Mississauga
Ontario £5T 122, Canada

Tel +1905 670 7200

Fax +1905 670 5291
E-mail info@langengroup com
Paul Tichauer, President

LANGENPAC BV

Edisonstraat 14, 6604 BV Wichen
The Netherlands

Tel +31 24 648 6655

Fax +31 24 648 6657

E-maill info@langengroup com
Geert van den Heilhgenberg,
Managing Director

TOBACCO MACHINERY
Mark Aldridge, Managing Director

MOLINS TOBACCO MACHINERY

Unit A1, Regent Park, Summerleys Road,
Princes Risborough, Bucks HP27 9LE, UK
Tel +44 (0}1844 276600

Fax +44 (0)1844 276730

E-mal mtm@meolins com

Mark Aldndge, Managing Director

MOLINS DO BRASIL MAQUINAS
AUTOMATICAS LTDA

Rua Joac Lunardell, 810 CIC, Cuntiba, Parana
CEP 81 460 100, Brazil

Tel +5541 3227 8300

Fax +55 413227 8310

E-mall molins brazii@maolins com br

Fabio de Souza, President

MOLINS FAR EAST PTE LTD

5 Pereira Road, 05-04 Asiawide Building
Singapore 368025

Tel +65 6289 3788

Fax +65 6289 5788

E-mall mfe@molins com

Kristine Ng, General Manager

MOLINS RICHMOND INC

3900 Carolina Avenue, PO Box 6159
Richmond, VA 23222-0159, USA

Tel +1 804 329 9081

Fax +1 804 321 5862

E-mail molins nchmond@molins com
Tom Lavinka, President

MOLINS SRO

Korandova 12, 301 00 Plzen, Czech Republic
Tel +420378080111

Fax +420 378 080 211

E-maill info@molins cz

Jirt Honomechl, Managing Director

MOLINS TOBACCO CIS (69%)
Rozanova str 10/1

Moscow 123007, Russia

Tel +7 495 232 4025

Fax +7 495 232 4026

E-mall molins-tobacco-cis@yandex ru
Olga Agafontseva, General Director
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NOTICE OF MEETING

The ninety-ninth Annual General Meeting of Molins PLC will be held at Rockingham Drive, Linford Wood East, Milton Keynes MK14 6LY on
Friday 6 May 2011 at 2 p m for the following purposes

AS ORDINARY BUSINESS
To consider and, If thought fit, to pass the following resolutions as ordinary resolutions

1 To receive the Directors’ report and audited accounts for the year ended 31 December 2010 now laid before the meeting (Resolution 1)

2 To declare a final dvidend for the year ended 31 December 2010 of 2 5p per ordinary share to be paid on 20 May 2011 to the
shareholders who were on the Register of Members at the close of business on 26 April 2011 (Resolution 2}

To appoint Mrs A Palmer-Baunack, a director appointed since the last Annual Genera! Meeting, as a director (Resolution 3}
To appoint Mr J L Davies, a director appointed since the last Annual General Meeting, as a director (Resolution 4)

To appoint Mr P J Moorhouse, a director appainted since the last Annual General Meeting, as a director (Resclution 5)

To re-appoint KPMG Audit Plc as auditors and to authornise the directors to determine their remuneration (Resolution 6)
To approve the Remuneration report (Reselution 7)

~ N W

AS SPECIAL BUSINESS
To consider and, if thought fit, to pass the following resclution as an ordinary resolution

8 Power to allot secunties

That, in substitution for all existing authontes, the directors be and are hereby generally and unconditionally authonsed to exercise

all powers of the Company to allot relevant securities (within the meaning of section 551 of the Companies Act 2006) up to an
aggregate nominal value of £1,512,865 (representing 30% of the totat ordinary share capital in 1ssue at 1 March 2011} provided that
this authonty shall expire on the day fifteen months following the passing of this resolution save that the Company may, before such
expiry, make an offer or agreement which would or might require relevant securities to be allotted after such expiry and the directors
may allot refevant secunties in pursuance of such offer or agreement as if the authority conferred hereby had not expired (Resolution 8)

To consider and, If thought fit, to pass the following resolutions as special resolutions

9 Disapplication of pre-emption nghts

That, the directors be and are hereby empowered pursuant to section 571 of the Companies Act 2006 (the Act} to allot equity
secunties for cash, pursuant to the general authonty conferred upon them by the resolution passed under item number 8 in the notice
of the Annual General Meeting of the Company, for the penod ending on the date of the next Annual General Meeting following

the passing of this resolution or at the end of fifteen months following the passing of this resolution, whichever 1s the earlier (unless
previously revoked or vaned) as If section 561 of the Act did not apply 10 any such allotment 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 secunties 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 resclution shall be
limited

a 1o the 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 acguire any equity secunties of the Company
issued for cash pursuant to such arrangement, in the proportion (as nearly as may be} to such holders’ holdings of shares {or, as
appropnate, 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

b to the allotment (otherwise than pursuant to sub-paragraph a above) of equity secunties having an aggregate nominal value not
exceeding £252,144 (representing 5% of the total ordinary share capital in 1ssue as at 1 March 2011)

Words and expressions defined in or for the purposes of the Act shall bear the same meanings in this resolution (Resolution 9)
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AS SPECIAL BUSINESS continued
10 Purchase of own shares

That, the directors be empowered in the terms of Article 11 of the Company’s Articles of Association and pursuant to section 701 of
the Companies Act 2006 to make market purchases {as defined in section 693(4) of that Act) of ordinary shares of 25p each in the
capital of the Company on such terms and i such manner as the directors may from time to time determine, provided that

a the maxwmum aggregate number of shares which may be 5o purchased shall be 3,000,000 ordinary shares {representing
approximately 15% of the Company’s issued ordinary share capital at the date of the notice convening the meeting at which this
resglution 1s to be proposed),

b the maxmum price (excluding expenses) 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, '

¢ the mintmum price which may be paid for an ordinary share shall be 25p {exclusive of expenses), and

d this authonty shall expire, unless previously revoked or varied, at the conclusion of the next Annual General Meeting of the Company
after the passing of this resolution or twelve months from the date of the resolution (whichever is the earlier) provided that the
Company may before this authority expires make contracts for purchases of ordinary shares under this authonty which wouid or

might be executed wholly or partly after this authority expires and may make a purchase of ordinary shares pursuant to any such
contract (Resclutron 10)

By order of the Board

MRS S P CANNON
SECRETARY
1 March 2011
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NOTICE OF MEETING continued

NOTES RELATING TO THE NOTICE

ENTITLEMENT TO ATTEND AND VOTE

1 Only those members registered on the Company's Register of Members 48 hours pnior to the time of Meeting or, if this Meeting 1s
adjourned, 48 hours prior to the time of the adjourned Meeting shall be entitled to attend and vote at the Meeting

WEBSITE GIVING INFORMATION REGARDING THE MEETING
2 A copy of this Notice and other information required by section 311A of the Companies Act 2006 (the Act) is avallable enline at
www molins com

APPOINTMENT COF PROXIES

3 Members of the Company are entitled to appoint a proxy to exercise all or any of their nights to attend, speak and vote at the Meeting
using the proxy form accompanying this Notice of Meeting The person appointed proxy does not need to be a member of the
Company but must attend the Meeting to represent the member The Chairman of the Meeting or another person may be appotnted
as proxy Members wishing their proxy to speak on their behalf at the Meeting will need to appoint their own choice of proxy (not the
Chairman) and give instructions directly to them Members can only appoint a proxy using the procedures set out in these notes and
the notes to the proxy form The appointment of a proxy does not preclude a shareholder from attending and voting in person at the
Meeting More than cne proxy may be appointed provided each proxy is appointed to exercise rights attached to different shares More
than one proxy to exercise rights attached to any one share may not be appointed In the case of joint holders, where more than one
of the joint holders purports to appoint a proxy, only the appointment submitted by the most senior holder will be accepted Senionity
1s determined by the order in which the names of the joint holders appear in the Company’s register of members in respect of the joint
holding (the first-named being the most senior)

The notes to the proxy form explain how to direct the proxy to vote on each resolution or withhold therr vote The manner in which

the proxy{ies) is/are to vote should be indicated by marking either “Vote for' or ‘Vote against’ or 'Vote withheld® If none 1s marked, the
proxy(ies) will vote or abstain at histher/their discretion A “Vote withheld® option 1s provided on the proxy form te enable instructions to
be given to a proxy not to vote on any particular resolution It should, however, be noted that a vote withheld is not a vote in law and
therefore will not be counted in the calculation of the proportion of the votes ‘For’ and ‘Against’ a resolution

4 Those that are not members of the Company but who have been nominated by a member of the Company under section 146 of the
Act to enjoy information nights, do not have a nght to appoint any proxies under the procedures set out herein or in the proxy form
They may have a nght under an agreement with the member of the Company who has nominated them (Relevant Member) to be
appointed or to have someone else appotnted as a proxy for the Meeting If they either de not have such a nght or 1f they have such
a nght but do not wish to exercise it, they may have a nght under an agreement with the Relevant Member to give instructions to
the Relevant Member as to the exercise of voting nghts The marn point of contact in terms of their investment in the Company Is the
Relevant Member and they should contact them (and not the Company) regarding their interest in the Company

APPOINTMENT OF PROXY USING HARD COPY PROXY FORM
5 To appoint a proxy using the proxy form, the form must be

a completed and signed,
b sent or delivered to the Company’s registrars at PXS, 34 Beckenham Road, Beckenham, Kent BR3 4TU, and

¢ receved by the Company’s registrars not less than 48 hours before the time appointed for holding the Meeting or adjourned
Meeting at which the person named in the proxy form proposes to vote

tn the case of a member which 1s a company, the proxy form must be executed under its common seal or signed on its behalf by an
officer of the company or an attorney for the company Any power of attorney or any other authority under which the proxy form

1s signed (or a notarised copy of such power or authority or a copy of such power and written authonty certified In accordance with
the Powers of Attorney Act 1971) must be included with the proxy form In the case of a poll taken more than 48 hours after it s
demanded, the proxy document(s) must be delivered as aforesaid not less than 24 hours before the time appointed for taking the poll,
and where the poll 15 taken less than 48 hours after it was demanded, the proxy documents must either be delivered at the meeting

at which the demand 1s made, or at the proxy notification address not less than 48 hours before the time appainted for holding the
meeting or adjourned meeting, or otherwise as the Chairman of the meeting at which a poll 1s demanded may direct
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NOTES RELATING TO THE NOTICE continued

APPOINTMENT OF PROXY USING E-MAIL

6 As an alternative to submitting the hard copy proxy form by hand or by post, a proxy may be appointed electronically by e-mailing a
copy of the signed hard copy proxy form and any accompanying documents to agm@molinsplc com wath details of the full name and
address of the registered shareholder For an electronic proxy appointment to be valid 1t must be delivered not less than 48 hours before
the time appointed for holding the Meeting or adjourned Meeting at which the person named in the proxy form proposes to vote
Please refer to note 5 for detalls as to when proxy notices appointing a proxy in the event of a poll are to be delivered

CHANGING PROXY INSTRUCTIONS

7 To change proxy instructions simply submit a new proxy form using the methods set out above Note that the cut-off times for
receipt of proxy forms (see note 5) also apply in relation to amended instructions, any amended proxy form received after the
relevant cut-off ime will be disregarded Where another hard copy proxy form s required please contact the Company (see note 18)
if a member submits more than one valid proxy form, the form recewved last before the latest time for the receipt of proxies will take
precedence

TERMINATION OF PROXY APPOINTMENTS
8 To revoke a proxy instruction the Company must be informed by either

a sending a signed hard copy notice clearly stating the intention to revoke the proxy appointment to the Company’s registrars at PXS,
34 Beckenham Road, Beckenham, Kent BR3 4TU, or

b sending an e-mall clearly stating the registered shareholder's name and address and the intention to revoke the previous proxy
appointment to agm@molinsplc com

tn the case of a member which 1s a company, the revocation notice must be executed under its common seal or signed on its behalf by

an officer of the company or an attorney for the company (any power of attorney or any other authority under which the revocation

notice s signed (or a notansed copy of such power or authority or a copy of such power and wntten authonty certified in accordance

with the Powers of Attorney Act 1971) must be included with the revocation notice)

The revocation notice must be received by the Company’s registrars or delivered to agm@mgolinsplc com (as the case may be) no later
than six hours before the time fixed for holding the relevant meeting or adjourned meeting or, in the case of a poll not taken on the
same day as the meeting or adjourned meeting, before the ttme fixed for taking the poll

If the revocation 1s received after the time specified then the onginal proxy appointment will remamn vahd

CORPORATE REPRESENTATIVES

9 A corporation which 1s 3 member can appoint one or more corporate representatives who may exerase, on its behalf, all its powers
as a member provided that no more than one corporate representative exercises powers over the same share Representatives will be
requrred to produce documentary evidence of their appointment

ISSUED SHARES AND TOTAL VOTING RIGHTS

10 As at the cfose of business on 28 February 2011 (being the last business day prior to publication of this notice), the Company’s 1ssued
share capital compnsed 20,171,540 ordinary shares of 25p each Each ordinary share carnes the night to one vote at a general meeting
of the Company and, therefore, the total number of voting rights in the Company at that time was 20,171,540

QUESTIONS AT THE MEETING
11 Under section 319A of the Act, the Company must answer any question asked at the Meeting relating to the business being dealt with
at the Meeting unless
a answenng the question would interfere unduly with the preparation for the Meeting or involve the disclosure of confidential
information,
b the answer has already been gwen on a website in the form of an answer to a question, or

¢ 1tisundesirable in the interests of the Company or the good order of the Meeting that the question be answered
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NOTICE OF MEETING continued

NOTES RELATING TO THE NOTICE continued

MEMBERS’ RIGHT TO REQUIRE CIRCULATION OF RESOLUTION TO BE PROPOSED AT THE MEETING

12 Under section 338 of the Act, a member or members meeting the qualification entenia set out at note 15, may, subject to conditions,
require the Company to give its members notice of a resolution which may properly be moved and 1s intended to be moved at that
Meeting The conditions are that

a the resolution must not, If passed, be ineffective (whether by reason of inconsistency with any enactment or the Company's
constitution or otherwase),

b the resolution must not be defamatory of any person, frivolous or vexatious, and
¢ the request
1 may be in hard copy form or in electronic form (see note 16},

1 must identify the resolution of which notice 1s to be given by erther setting out the resolution in full or, if supporting a resolution
sent by another member, clearly identifying the resclution which 1s being supported,

must be authenticated by the person or persons making 1t (see note 16), and
w must be received by the Company not later than six weeks before the Meeting to which the request relates

MEMBERS® RIGHT TO HAVE A MATTER OF BUSINESS DEALT WITH AT THE MEETING

13 Under section 338A of the Act, a member or members meeting the qualification criteria set out at note 15, may, subject to conditions,
require the Company to include in the business to be dealt with at the Meeting a matter {cther than a proposed resolution) which may
properly be included in the business (a matter of business) The conditions are that

a the matter of business must not be defamatory of any person, frivolous or vexatious, and
b the request
)y may be in hard copy form or in electronic form (see note 16},

i must identify the matter of business by either setting 1t outn full or, If supporting a statement sent by another member, clearly
wdentify the matter of business which is being supported,

1l must be accompanied by a statement setting out the grounds for the request,
v must be authenticated by the person or persons making it (see note 16), and
v must be received by the Company not later than six weeks before the Meeting to which the request relates

WEBSITE PUBLICATION OF AUDIT CONCERNS

14 Pursuant to sections 527 to 531 of the Act, where requested by a member or members meeting the qualification criteria set out at
note 15, the Company must publish on its website a statement setting out any matter that such members propose to raise at the
Meeting relating to the audit of the Company’s accounts {including the auditors’ report and the conduct of the audit} that are to be
laid before the Meeting Where the Campany 15 required to publish such a statement on its website

a 1t may not require the members making the request to pay any expenses incurred by the Company 1n complying with the request,

b it must forward the statement to the Company’s auditars no later than the time the statement i1s made available on the Company's
website,

¢ the statement may be dealt with as part of the business of the Meeting, and
d the request
1 may be in hard copy form or in electronic form (see note 16),

1 either set out the statement in full or, if supporting a statement sent by another member, clearly identify the statement which 1s
betng supported,

m must be authenticated by the person or persons making it {(see note 16), and
w must be received by the Company at least one week before the Meeting

MEMBERS' QUALIFICATION CRITERIA
15 A request under section 338, section 338A or section 527 of the Act (see notes 12 to 14) may only be made by

a a member or members having a nght to vote at the Meeung and holding at least 5% of total voting nghts of the Company, or
b at least 100 members having a right to vote at the Meeting and holding, on average, at least £100 of pard up share capital
For information on voting nghts, including the total number of voting nghts, see note 10 and the website referred to in note 2
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NOTES RELATING TO THE NOTICE continued

SUBMISSION OF HARD COPY AND ELECTRONIC REQUESTS AND AUTHENTICATION REQUIREMENTS

16 A request made under section 338, section 338A or section 527 of the Act (see notes 12 to 14) must be made in accordance with one
of the following ways

a a hard copy request which 1s signed by the Relevant Member(s), stating thewr full name(s) and address(es) and sent for the attention
of the Company Secretary at the Company's Registered Office address, or

b arequest which states the Relevant Member's full name and address e-mailed to agm@molinsplc com

DOCUMENTS ON DISPLAY
17 Copies of directors’ letters of appointment and service contracts will be available for inspection for 15 minutes before, and dunng,
the Meeting

COMMUNICATION

18 Except where specifically provided above, members who have general queries about the Meeting or who require additional copies of
the Notice and/or proxy form should write to or telephone the Company Secretary at the Company's registered office (see inside back
cover)

No other methods of communication will be accepted

AFTER THE MEETING
19 Members will have the opporiunity to meet the directors of the Company

EXPLANATORY NCTES ON THE RESOLUTIONS

Resolutions 1 to 8 are ordinary resolutions, resolutions 9 and 10 are specal resolutions To be passed, ordinary resclutions require more
than half the votes cast to be in favour of the resolution and speaial resolutions require at least three-quarters of the votes cast to be in
favour of the resolution

THE RESOLUTIONS

ORDINARY BUSINESS

Resolution 1 - To receive the directors’ report and audited accounts for the year ended 31 December 2010

The Companies Act 2006 requires the directors to lay before the Company in general meeting copies of the Company’s annual accounts,
the directors’ report and the auditors’ report on those accounts

Resolution 2 - Declaration of a dividend
The Company's Articles of Association state that the Company may, by ordinary resolution, declare a dividend be paid to members

Resolutions 3, 4 and 5 - Director’s appointment
The Company’s Articles of Association require a director to retire

a who was appointed by the Board since the last Annual General Meeting, or
b at the third Annual General Meeting following the Annual General Meeting at which he was elected or last re-elected
in both cases the retirning director can offer him/herself for appointment/re-appointment

Resolutions 3, 4 and 5 — Mrs Palmer-Baunack, Mr Davies and Mr Moorhouse were appointed after the 2010 Annual General Meeting and
therefore retire at the 2011 Annual General Meeting 1n accordance with {a) above but being eligible offer themselves for appointment
Information on Mrs Palmer-Baunack, Mr Davies and Mr Moorhouse i1s given on page 12

Resolution 6 - To re-appoint KPMG Audit Plc as auditors and to authonse the directors to determine thewr

remuneration

It 1s a Companies Act 2006 (the Act) requirement that a Company appoint auditors at each general meeting at which accounts are laid, to
held office from the conclusion of the Meeting until the conclusion of the next similar general meeting In addition the Act states that their
remuneration shall be fixed by the Meeting or in such manner as the Company in general meeting may determine For simplicity of
administration the directors are seeking authonsation to determine KPMG's remuneration
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NOTICE OF MEETING continued

EXPLANATORY NOTES ON THE RESOLUTIONS contrnued

THE RESOLUTIONS continued

ORDINARY BUSINESS continued

Resolution 7 - To approve the Remuneration report

The Directors’ Remuneration Report Regulations 2002 requires the directors to present the Remuneration report (pages 16 to 19) to
members for approval

SPECIAL BUSINESS

Resolution 8 — Power to allot securities

The Companies Act 2006 and the Company’s Articles of Association permit the allotment of new shares only if the Company 1s authorised
to do so by resolution of the Company Such authonsation was given for a period of five years at the 2010 Annual General Meeting The
National Association of Pension Funds' Corporate Governance Policy and Voting Guidelines state that in its opinion such authorities should
be renewed annually and consequently the directors have decided to again seek the necessary power, for a perod of iifteen months to
match the timescale of the disapplication of pre-emption rights authonty sought in resclution 9

The Directors have no current intention of exerasing the power to be conferred by thes resolution and will exercise this power only when
they believe that such exercise 1s in the best interests of the shareholders

Resolution 9 - Disapplication of pre-emption nghts

In Resclution 8 above the directors seek authonty to allot secunties up to an aggregate nominal value of £1,512,865 in accordance

with the requirements of section 551 of the Compantes Act 2006 (the Act) However section 561 of the Act requires such secunties

to be offered to exsting shareholders (pre-emption nghts} This resolution, which 15 permitted by section 571 of the Act, seeks
shareholders’ authorisation for the directors to disapply, albeit to the extent limited within the resolution, the section 561 pre-emption
rights so that the Company can satisfy existing share option schemes and incentive plans Currently the directors have no other intention
of allotting secunties

Resolution 10 - Purchase of own shares

At the 2010 Annual General Meeting, authority to purchase for cancellation 3,000,000 ordinary shares was granted The 2010
Annual General Meeting authonty expires on 29 Apnl 2011 and the directors consider 1t apprepriate to seek further authonty from
the shareholders at the forthcoming Annua! Generat Meeting for the Company to purchase up to a maximum number of 3,000,000
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 decisron to purchase ordinary shares, the directors will take account of the Company's cash resources and capital and the
general effect of such purchase on the Company’s business The authonty would only be exercised by the directors if they considered 1t
to be in the best miterests of the shareholders generally and if the purchase could be expected to result in an increase in earnings per
ordinary share
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