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Directors’ Report

The Directors present their Annual Report together with the audited accounts of the Company for the 15 months
ended 30 June 2011.

Principal activities

The principal activity of the Group is the production and worldwide distribution of coloured polypropylene staple
fibre and filament yarn.

Takeover and AIM de-listing

On 22 July 2010 Bronsstadet AB, a company incorporated in Sweden, increased its shareholding in Chapelthorpe
plc to 54.64%. As a result Bronsstaddet AB made a mandatory unconditional offer for the entire issued ordinary
share capital of Chapelthorpe plc. At the date of signing these accounts the Bronsstédet AB holding was 91.9%.

On 13 January 2011 a General Meeting was held at which a resolution was passed to cancel admission to trading
on AIM as from 21 January 2011.

Change in accounting reference date

In the reporting period Chapelthorpe plc and its trading subsidiary companies changed their accounting reference
date to 30 June 2011 to be consistent with Bronsstadet AB, the new ultimate holding company. As a result, the
financial information presented relates to the 15 month period to 30 June 2011, with comparative figures covering
the year ended 31 March 2010.

Business review

Sales from operations were £151.1m in the 15 month period to 30 June 2011 (year to 2010: £87.9m) generating a
pre-exceptional operating profit in the 15 months of £4.5m compared to £2.2m for the year ended 31 March 2010.
After exceptional items the operating profit was £6.2m (2010: £2.5m).

Pre-exceptional earnings before interest,tax,d e pr eci ati on anBIl Bk )X i fsant i tomem( p&r i od

(2010: £5.4m).

US Fibres

Sales for the 15 month period were £60.1m (year to 2010: £34.1m) generating a pre-exceptional operating profit
of £1.4m (2010: £0.7m). EBITDA has increased from £3.0m to £4.3m. Volumes of staple fibre increased
significantly in the period although overall margins fell compared to the year ended 31 March 2010 as polymer
prices rose to record highs and product mix changed. The filament yarn sector proved difficult as a result of the
decline in the home products market and strong price competition in Europe.

European Fibres

Sales for the 15 month period were £91.0m (year to 2010: £53.8m) generating pre-exceptional operating profit of
£4.2m (2010: £2.4m). EBITDA has increased from £3.3m to £5.3m. Staple fibre volumes have increased
especially in the UK and margins have also improved despite record polymer costs and increased power costs
due to changes in the mix of products sold.

Borrowings
As at 30 June 2011 our net borrowings were £3.4m compared to £3.4m at 31 March 2010.

Dividends

The Directors do not recommend the payment of a dividend on the Ordinary Shares (2010: £nil). Preference
Shares are classified as other financial liabilities under IFRS and consequently Preference Share dividends of
£46,000 (2010: £46,000) were paid and recorded as a finance cost.

Post balance sheet event
Following a resolution that was passed at a General Meeting held on 25 October 2011, every 4,000 issued and
unissued Ordinary Shares of 50p each were consolidated into 1 Ordinary Share of £2,000.

Group pension scheme

The IAS 19 valuation of our UK defined benefit scheme has resulted in a deficit of £4.3m compared to a deficit of
£6.9m at 31 March 2010. The deficit has fallen as a result of the move to CPI rather than RPI when calculating
statutory pension increases and an increase in the asset recognised in respect of the discounted value of
expected deficit contributions receivable from Speciality Coatings (Darwen) Limited.

\



Directors’ Report continued

Strategy and Outlook
The Group will continue to operate within its current strategy of being a leading international provider of staple
fibres and related products.

During 2010/11 we have established International Fibres Group Limited as the new parent company of the fibres
businesses and also initialised a programme to better co-ordinate these operations in order to capture potential
synergies. We are actively looking to expand our business further in current market places and also into new
geographical areas.

While the trading results are acceptable and the result of excellent achievements by the management teams and
their staff, the Group’s long term future is very severely disturbed by the highly excessive costs relating to the
management and support of the Chapelthorpe Pension Fund.

There is excellent scope to repair the damages caused by the past underperformance of the Fund, however this
requires all parties responsible for the future development to co-operate in a constructive manner looking after the
best interest of all stakeholders.

Directors
Biographical details of the present Directors are set out on page 1. The directors who served during the period
and up to the date of signing the consolidated financial statements are shown below:

P J P V Gyllenhammar (appointed 8 September 2010)

J G L Holmstrom (appointed 26 May 2010)

A P Weatherstone (resigned 30 September 2010)

I D Powell (resigned 18 November 2010)

B Leckie (retired 26 May 2010)

L D Goodman (resigned 8 September 2010)

T Russell (appointed 26 May 2010, resigned 23 July 2010)

Neither of the directors who held office at the year end had any right to subscribe for shares or debentures in the
Company

Fixed assets
Details of the changes in the tangible fixed assets of the Group are shown in Note 9 to the consolidated accounts
on page 22 and of the Company are shown in Note 5 to the Parent Company accounts on page 46.

Research and development costs
The Group has a research and development programme for both new products and markets and the improvement
of existing products.

Key performance indicators

The key performance indicators ( —K P I " sll) for the Group are those that commu
strength of the Group, as a whole, to shareholders. In addition, other key non-financial performance indicators

are also used by management in running and assessing the performance of the individual businesses within the

Group.

A summary of the the KPI's is as foll ows:

15 months ended Year ended

30 June 2011 31 March 2010

Financial
Free cash flow £(0.4)m £2.6m
Pre-exceptional EBITDA £8.6m £5.4m
Net bank borrowings £3.4m £3.4m
Non-financial

Health and safety — major accidents reported in year — —

Production efficiency levels (waste as % of total production) 5.2% 5.7%




Directors’ Report continued

Principal risks and uncertainties

The Directors present below their review of the principal risks and uncertainties facing the business. If any of the

following risks materialise, the Group’ s business, financi al condition and pro
adversely affected. The Directors consider the following risks the most significant but not necessarily the only

ones associated with the Group.

Competition
Chapelthorpe operates in highly competitive markets. We review our pricing and take action to control our cost
base to ensure that we remain as competitive as possible and protect our margins.

Prices of raw materials

Chapelthorpe’s profitability may be reducethepriocpaltaw i ncr e a:
materials are oil derived products such as polypropylene polymer. These commodities experience price volatility

caused by the price of oil, demand and specific commodity market and currency fluctuations. In mitigation, a

number of suppliers are used in order to secure the best prices and there is close monitoring of margins with

individual customers.

In the absence of any management action in response to a change in raw material prices, a change in the price of
polymer by £10 per tonne in Europe and $10 per tonne in the US will affect profit by £576,000 and $322,000
respectively.

Dependence on key suppliers

Chapelthorpe has only a small number of suppliers for certain raw materials and services. It may be difficult to
resource such materials and services if suppliers do not continue to supply. Chapelthorpe could then suffer
significant interruptions in supply of products to its customers.

Dependence on key operating facilities and equipment

Chapelthorpe services its customer base using a number of key production lines in Europe and the US. The loss

of one of these production lines and/or operating facilities through failure or natural disaster could potentially
adversely affect Chapelthorpe’s ability to supply products

Currencies

Chapelthorpe operates in, and sells products to, countries other than the UK and conducts business in currencies

other than Sterling. Material fluctuations in the exchange rate of Sterling against other currencies, particularly the

Euro and US Doll ar, could have an impact on Chapelthorpe

S

Financial risk

Group policy on treasury and financial risk is set by the Board to ensure that funding requirements minimise
commercial risk and are adequate to support the ongoing requirements of the operations.

No transactions of a speculative nature are permitted. The day to day treasury management is controlled centrally
with the main risks arising from operations being liquidity risk, interest rate risk and credit risk. The policies for
managing these risks are set out in Note 15 of the financial statements.

Supplier payment policy

The policy of the Group is to agree the terms of payment with suppliers when negotiating the conditions of supply

of goods and services. Suppliers are made aware of the terms of payment and are paid in accordance with terms

agreed between the two parties. The policy developedi s speci fic to the Group’'s busine
adoption of an external code of payment of suppliers is considered unnecessary. The Group has complied with

this policy during the period. Group trade creditor days at the period end were 38 days (2010: 53 days). The

Company did not have any trade creditors at the period end (2010: nil).

Employees

The Group has always recognised the importance of communicating and fostering good industrial relations. The
structure of the Group ensures a standard and uniform approach to the dissemination of essential information on
matters of concern to employees.



Directors’ Report continued

The Group encourages the involvement and commitment of employees in its performance. Emp | oy ee s’
rewards refl ect e acdnandudevélopmedtu laib thes policyoohtherGronputd give full and fair
consideration to the employment of disabled persons, whether registered or not, and their training and career
development, bearing in mind the constraints of their disabilities. Chapelthorpe makes every effort to retain and
assist employees who become disabled in the course of their employment.

The employment policies of the Group are designed to attract, retain and motivate the highest quality personnel,
recognising that this can only be achieved through offering equal opportunities. Recruitment and promotion are
therefore solely dependent upon the suitability of an applicant for the job.

The Group recognises its responsibility to ensure that all reasonable precautions are taken to provide and
maintain safe working conditions for all employees and visitors.

The Board supports the principles of good corporate governance, and although the Company is not required to
apply the UK Corporate Governance Code ( —t h e tfBeoBdbardlbElieves the application of the Code is in the
best interests of the Company and its shareholders and has sought to apply the spirit of the Code in a manner
which is appropriate for the size of the Group and its stage of development.

Internal control

The Board has responsibility for the systems of internal control. Such a system can provide reasonable but not
absolute assurance against material misstatement or loss. In order to meet that responsibility the Board meets
regularly and maintains control over appropriate strategic, financial, organisational and compliance issues.

There are well-established procedures for budgeting, planning and capital expenditure, together with information

financ

and reporting systems f or moThe €Canpanyhgs atsdpat inGlace prpcessesoper at i on

deal with the identification and assessment of major business risks and these are monitored and reviewed by the
Board.

The Group does not have an internal audit function. The Board has considered the need for a dedicated internal
audit function but has decided that because of the
appropriate.

Statement of directors’ responsibilities
The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the Group financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union, and the Parent Company financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law). Under company law the Directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the Group and the Company
and of the profit or loss of the Group for that period. In preparing these financial statements, the Directors are
required to:

1 select suitable accounting policies and then apply them consistently;

1 make judgements and accounting estimates that are reasonable and prudent;

1 state whether IFRSs as adopted by the European Union and applicable UK Accounting Standards have
been followed, subject to any material departures disclosed and explained in the Group and Parent
Company financial statements respectively;

1 prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and di ¢anktme the fimanctiahpogitienaoktioe lCantpang
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

Group’' s

accur ac



Directors’ Report continued

The Directors are responsible for the maintenance and integrity of the Co mpany ' s \Wwegiblationtinethe
United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in
other jurisdictions.

Statement of disclosure information to auditors

So far as each Director i s awar e, there 1is no rel evant au
unaware. Relevant information is definedasi nf or mati on needed by the Company’'s a
preparing their report. Each Director has taken all the steps (such as making enquiries of other Directors and the

auditors and any other st epsoexecpadue e, skilyandtdiigencethatbect or ' s d
ought to have taken in his duty as a Director in order to make himself aware of any relevant audit information and

to establish that the Company’'s auditors are aware of that

Going concern

The Directors consider the Company and the Group to have adequate resources to continue operations for the
foreseeable future and have therefore continued to adopt a going concern basis in the preparation of the financial
statements.

Auditor independence

TheAudit Committee’s terms of reference include a responsib
objectivity and the effectiveness of the audit process. The Committee has developed and implemented a policy

for the engagement of the external auditors to supply non-audit services to the Company, with the intention of

avoiding the independence and objectivity of the auditors being, or appearing to be, impaired. Details of all audit

and non-audit fees charged by Macintyre Hudson LLP are disclosed in Note 5 to the consolidated financial

statements on page 20.

Indemnities

By virtue of, and subject to, Article 184 of the current Articles of Association of the Company, the Company has
granted an indemnity to every Director, alternate Director, Secretary or other officer of the Company. Such
provisions remain in force at the date of this report. This indemnity does not cover fraudulent or dishonest actions
by the Directors. Copies of the Articles of Association of the Company will be available for inspection at the
Annual General Meeting of the Company on 8 December 2011.

Auditors
Maclintyre Hudson LLP are willing to continue as auditors and a resolution for their re-appointment will be

proposed at the Annual General Meeting, together with a resolution to authorise the Directors to agree their
remuneration.

By order of the Board

P J PV Gyllenhammar
Chairman

15 November 2011



Independent Auditor’s Report
to the members of Chapelthorpe plc

We have audited the Group financial statements of Chapelthorpe plc for the 15 months ended 30 June 2011
which comprise the Consolidated Income Statement, the Consolidated Statement of Comprehensive Income, the
Consolidated Balance Sheet, the Consolidated Statement of Changes in Equity, the Consolidated Statement of
Cash Flows, and the related notes. The financial reporting framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union.

Thisreporti s made sol ely to the bodyrnpaecargahce witim€hafter 3 of Part &6sof tlee
Companies Act 2006. Our audit work has been undertaken so that we m
those matters we are required to state to ¢thlethefilless an audi
extent permitted 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 1

Respective responsibilities of directors and auditor

As explained more fully in the St at e ment of Di r e & tsab ous o6n p&ye 6, the rmisedtdosi arei t | e
responsible for the preparation of the Group financial statements and for being satisfied that they give a true and

fair view. Our responsibility is to audit and express an opinion on the Group financial statements in accordance

with applicable law and International Standards on Auditing (UK and Ireland). These standards require us to
comply with the Audi AP BEthschl Stanclards foreAsditdsso ar d ' s

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to

give reasonable assurance that the financial statements are free from material misstatement, whether caused by

fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the Gr oup ' s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition,

we read all the financial and non-financial information in the Annual Report to identify material inconsistencies

with the audited financial statements. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion the Group financial statements:

1 give a true and fair view of the state of the Gr o u p’ s a f3D duner2811 and of astprofit and cash flows
for the 15 months then ended,;

1 have been properly prepared in accordance with IFRSs as adopted by the European Union; and

1 have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors ’ Report f or tfbrevhich thexGroup finantial per i od
statements are prepared is consistent with the Group financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, in our opinion:

1T certain discl osur es @decifiddbylawcatemot ;iade;ore muner ati on

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

Other matter

We have reported separately on the Parent Company financial statements of Chapelthorpe plc for the 15 months
ended 30 June 2011.

Peterbridge House

The Lakes
Northampton ELAINE OLSON-WILLIAMS FCCA
NN4 7HB (Senior Statutory Auditor)

For and on behalf of

MACINTYRE HUDSON LLP

Chartered Accountants & Statutory Auditor
24 November 2011



Consolidated Income Statement
15 months ended 30 June 2011

15 months Year ended
ended 31 March 2010
30 June 2011
Notes £000 £000
Continuing operations
Revenue 151,106 87,853
Cost of sales (133,604) (75,833)
Gross profit 17,502 12,020
Operating expenses 2 (11,286) (9,501)
Operating profit
Operating profit before exceptional items 4,495 2,221
Exceptional items 3 1,721 298
Operating profit 6,216 2,519
Financial expense (1,007) (2,007)
Financial income 135 72
Net financing costs 4 (872) (1,935)
Share of profit of joint venture 10 98 125
Profit before taxation 5,442 709
Taxation (494) 334
Profit for the period (attributable to equity shareholders) 4,948 1,043
Consolidated Statement of Comprehensive Income
15 months ended 30 June 2011
15 months Year ended
ended 31 March 2010
30 June 2011
Notes £000 £000
Actuarial gains( losses) on defined benefit schemes 27 688 (3,879)
Movement in share of joint venture defined benefit pension deficit (390) (489)
Exchange differences on translation of foreign operations (244) (601)
Profit in fair value of hedging derivatives 95 220
Net income recognised directly in equity 149 (4,749)
Profit for the period 4,948 1,043
Total recognised income and expense for the period (attributable to 5,097 (3,706)

equity shareholders)

The notes and information on pages 13 to 41 form part of these financial statements.




Consolidated Balance Sheet
30 June 2011

30 June 2011

31 March 2010

Notes £000 £000
Non-current assets
Property, plant and equipment 9 19,504 22,133
Investments — joint ventures 10 — 292
Other non-current assets 11 650 644
20,154 23,069
Current assets
Inventories 12 9,101 7,139
Trade and other receivables 13 19,364 14,607
Current tax assets — 14
Other financial assets 15 1 6
Cash and cash equivalents 24 7,964 11,969
36,430 33,735
Current liabilities
Trade and other payables 14 (16,605) (14,244)
Current tax liabilities (715) (547)
Other financial liabilities 15 (23) (194)
Borrowings and bank overdrafts 16 (10,308) (7,609)
(27,651) (22,594)
Net current assets 8,779 11,141
Non-current liabilities
Retirement benefit obligations 27 (6,586) (8,824)
Other financial liabilities 15 (800) (800)
Borrowings 16 (2,030) (7,723)
Provisions and other liabilities 17 (418) (1,216)
Deferred tax liabilities 18 (2,952) (3,597)
(11,786) (22,160)
Net assets 17,147 12,050
Shareholders’ equity
Called up share capital 21 10,202 10,202
Share premium reserve 1,251 1,251
Other reserves 1,344 1,493
Retained earnings 4,350 (896)
Total shareholders’ funds 17,147 12,050

The notes and information on pages 13 to 41 form part of these financial statements.

The financial statements on pages 9 to 41 were approved by the Directors on 15 November 2011 and signed on

its behalf by:
P J PV Gyllenhammar J G L Holmstrom
Chairman Director

10



Consolidated Statement of Changes in Shareholders’ Equity
15 months ended 30 June 2011

Foreign
Share Cash flow currency Capital
Share premium hedging translation  redemption Retained
capital reserve reserve reserve reserve earnings Total
£000 £000 £000 £000 £000 £000 £000
Balance at 1 April 2009 10,202 1,251 (318) 1,705 487 2,498 15,825
Profit for the period f f fi f fi 1,043 1,043
Other comprehensive income:
Currency translation adjustments f f fi (576) fi f (576)
Actuarial losses on pension deficit fi f fi f A (3,879) (3,879)
Movement in share of joint venture f fi f fi fi (489) (489)
defined benefit pension deficit
Increase (decrease) in fair value of fi f 220 (25) i f 195
hedging derivatives
Total comprehensive income and f fi 220 (601) fi (3,325) (3,706)
expense for the year ended 31 March
2010
Transactions with owners:
Share options
- value of employee services fi f f f i 9 9
- purchase of shares fi f fi f f (78) (78)
Balance at 31 March 2010 10,202 1,251 (98) 1,104 487 (896) 12,050
Balance at 1 April 2010 10,202 1,251 (98) 1,104 487 (896) 12,050
Profit for the period f f f f i 4,948 4,948
Other comprehensive income:
Currency translation adjustments f f f (244) i f (244)
Actuarial gains on pension scheme fi i fi i A 688 688
Movement in share of joint venture fi fi fi fi fi (390) (390)
defined benefit pension deficit
Increase in fair value of hedging fi i 95 i A i 95
derivatives
Total comprehensive income and f f 95 (244) i 5,246 5,097
expense for the 15 month period
ended 30 June 2011
Balance at 30 June 2011 10,202 1,251 3) 860 487 4,350 17,147

The notes and information on pages 13 to 41 form part of these financial statements.

Goodwill arising prior to 1998/99 of £36,887,000 in aggregate has been charged against Group reserves.

Cash flow hedging reserve

The cash flow hedging reserve is used to record the portion of the gains or losses on hedging instruments used
as cash flow hedges that are determined to be effective, which have not yet been utilised.

Foreign currency translation reserve

The foreign currency translation reserve is used to record exchange differences arising from the translation of the
financial statements of foreign operations.

Capital redemption reserve

The capital redemption reserve was created in the year ended 31 March 2001 in connection with a purchase of

own shares by the Company.

11



Consolidated Statement of Cash Flows
15 months ended 30 June 2011

15 months Year ended

ended 30 June 31 March
2011 2010
Notes £000 £000
Cash flows from operating activities
Cash generated from operations 22 2,726 5,746
Tax paid (824) (217)
Interest received 135 72
Interest paid (456) (677)
Net cash generated from operating activities 1,581 4,924
Cash flows from investing activities
Purchases of property, plant and equipment (1,931) (2,299)
Proceeds from sale of property, plant and equipment — 22
Net cash generated from investing activities (1,931) (2,277)
Cash flows from financing activities
Net proceeds from new bank loans 551 261
Repayment of borrowings (2,151) (1,409)
Purchase of own shares — (78)
Net cash used in financing activities (1,600) (1,226)
(Decrease) increase in cash and cash equivalents (1,950) 1,421
Cash and cash equivalents at beginning of the period 6,519 4,957
Exchange (losses) gains on cash and cash equivalents 9) 141
Cash and cash equivalents at end of the period 24 4,560 6,519

The notes and information on pages 13 to 41 form part of these financial statements.

12



Notes to the Consolidated Accounts
15 months ended 30 June 2011

1. Statement of accounting policies

A summary of the more important Group accounting policies is set out below, together with an explanation of
where changes have been made to previous policies on the adoption of new accounting standards in the period.

Corporate information

Chapelthorpe pl c (—t he Companyl), whi ch i s the wultimate
incorporated and domiciled in England and Wales as a public company limited by shares. The shares of the

Company were listed on AIM in the year although a resolution was passed to cancel admission as from 21

January 2011. The consolidated financial statements of the Group were approved by the Board on 8 December

2011.

Basis of preparation

In accordance with IFRS as endorsed by the EU regulations, these financial statements have been prepared in
accordance with IFRS and IFRIC interpretations and with those parts of the Companies Act 2006 applicable to
companies reporting under IFRS. The financial statements have been prepared under the historical cost
convention except where IFRS requires an alternative treatment and under the going concern basis. The
Company has elected to prepare its Parent Company accounts under UK Generally Accepted Accounting
Practices (—UK GAAPI) .

The preparation of financial statements in conformity with generally accepted accounting principles requires the

use of estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the

financial statements and the reported amounts of revenues and expenses during the reporting period. Although

these estimates are based on management’'s best knowl edge
ultimately may differ from those estimates.

Basis of consolidation

The Group financial statements include the financial statements of the Company and all of its subsidiary
undertakings made up to the 15 months period ending 30 June 2011.

Subsidiaries are entities over which the Group has the power to govern the financial and operating policies of the
entity. A shareholding of more than one half of the voting rights will normally be the basis of such control.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost

of an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities

incurred or assumed at the date of exchange, plus the costs directly attributable to the acquisition. The excess of

the cost of acquisition over theidentifiable net assetd aogeired ihcludifgell Gr oup’ s
separately identifiable intangible assets, is goodwill which has been recorded as an intangible asset since 1 April

1998.

A joint venture is an entity in which the Group holds a long-term interest and which is jointly controlled by the
Group and one or more other parties under a contracted arrangement. The results of the joint ventures are
accounted for using the equity method of accounting.

Intangible assets

(a) Goodwiill

Goodwill represents the excessof t he cost of an acquisition over the fair
identifiable assets of the subsidiary acquired. Goodwill arising prior to 1 April 1998 was written off directly to

reserves. Goodwill arising in the period 1 April 1998 to 31 March 2004 was capitalised as an intangible asset in

relation to subsidiaries or included as part of the carrying value of associates and amortised on a straight line

basis over its estimated useful life, a period not exceeding 20 years. Goodwill, represented by the carrying value

at 1 April 2004 under the Group’'s previous accounting poli
date, is no longer amortised and is carried at cost less accumulated impairment losses and is included in

intangible assets.

13



Notes to the Consolidated Accounts
15 months ended 30 June 2011

1. Statement of accounting policies continued

Goodwill arising on consolidation which has arisen on the purchase of an overseas operation is carried as a
currency asset and re-translated at the balance sheet date. Differences arising on re-translation are taken to
reserves.

(b) Research and development
Research expenditure is charged to the income statement in the year in which it is incurred.

Internal development expenditure is charged to income in the year in which it is incurred, unless it meets the
recognition criteria qihwhichAcase3uh cesltsmare capitglised and ambiseceaves the
estimated useful life of the asset created.

Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment.
Assets that are subject to depreciation or amortisation are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised in

the income statement for the amount by whichtheas set ' s carrying amount extTheeds
val

recoverable amount s the hi gh ¢orselland valuain use derthé purpdsesiofr
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units).

Value in use is calculated using cash flows derived from budgets and projections approved by the Board, which
are discounted a't the Group’'s risk weighted average cost
borrowing rates.

Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is determined using the first-in first-out
basis or the average cost basis. Cost includes expenditure which is incurred in the normal course of business in
bringing the product to its present location and condition. Net realisable value is the estimated selling price less
all costs to be incurred.

Provision is made to reduce cost to net realisable value having regard to the age, saleability and condition of
inventory.

Trade receivables

Trade receivables are recognised initially at the amount receivable (discounted if material) and subsequently
reduced by any provision for impairment. A provision for impairment is established when there is objective
evidence that the Group will not be able to collect all amounts due. The movement in the provision in the year is
recognised in the income statement.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term, highly-liquid
investments with original maturities of three months or less and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities on the statement of financial position.

Cash balances and overdrafts are offset where the Group has the ability and intention to settle net.

Taxation

Taxation is that chargeable on the profits for the period, together with deferred taxation. Tax is recognised in the
income statement except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Deferred taxation is provided in full, using the balance sheet liability method, on temporary differences arising
between the tax basis of assets and liabilities and their carrying amounts in the consolidated financial statements.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

1. Statement of accounting policies continued

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available
against which the temporary differences can be utilised.

Deferred taxation is not provided on temporary differences arising on subsidiaries and associates where the
timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Employee benefits
The Group accounts for pensions and similarpost-r et i r ement benefits undelk. | AS

In respect of defined benefit pension plans, where the amount of pension benefit that an employee will receive on
retirement is defined by the plan, the liability recorded in the balance sheet is the present value of the defined
obligation at that date less the fair value of the plan assets. The defined benefit obligation is calculated every
three years by independent actuaries using the projected unit credit method and updated by independent
actuaries on an annual basis for accounting purposes.

Plan assets include the discounted value of deficit contributions receivable from non-subsidiary companies who
remain participating employers of the UK scheme.

Any actuarial gains and losses are recognised immediately in the statement of comprehensive income.

Past service costs are recognised immediately in income, unless the changes to the pension plan are conditional
on the employees remaining in service for a specified period, in which case the past service costs are spread over
that period.

For defined contribution plans, where the Group pays a fixed contribution into a separate entity and has no legal
or constructive obligations to pay further contributions if the fund has insufficient assets to pay all employees the
benefits relating to service in the current and prior periods, the contributions are recognised as an expense when
they are due.

Share-based payments
The Group operates equity-settled share-based compensation plans.

In the case of equity-settled plans the fair value of the employee service is based on the fair value of the equity
instruments at the date of grant. This expense is spread over the vesting period of the instrument based on the
Group’'s estimate of the number of sThecoresponding erdrpis drediteds
to equity.

In the case of options granted, fair value is measured by an appropriate pricing model.
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settled awards that were granted on or after 7 November 2002 and had not vested as at 1 April 2005.

Provisions

Provisions for disposal and restructuring costs, warranty and product liability and legal and environmental liability
are recognised when the Group has a present legal or constructive obligation as a result of past events, it is more
likely than not that an outflow of resources will be required to settle the obligation and the amount can be reliably
estimated. Provisions are not recognised for future operating losses. If the effect of discounting is material,
provisions are determined by discounting the expected value of future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, where appropriate, the risks specific to the liability.

The Group recognises a provision for onerous contracts when the expected benefits to be derived from a contract
are less than the unavoidable costs of meeting the obligations under the contract.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

1. Statement of accounting policies continued

Revenue recognition

Revenue is based on invoice values to external customers for goods and services and is recorded net of value
added tax, rebates and discounts and after eliminating intra-group sales.

Revenue is recognised when a Group entity has fulfilled its contractual obligations to a customer and has
obtained the right to receive consideration. This is usually on despatch but is dependent upon the contractual
terms that have been agreed with a customer.

Exceptional items

The Group presents as exceptional items on the face of the consolidated income statement, those material items
of income and expense which, because of the nature and expected infrequency of the events giving rise to them,
merit separate presentation to allow shareholders to better understand the elements of financial performance in
the year, so as to facilitate comparison with prior periods and to assess better trends in financial performance.

Leases

Costs in respect of operating leases are charged on a straight line basis over the lease term. Leasing
agreements, which transfer to the Group substantially all the benefits and risks of ownership of an asset, are
treated as if the asset had been purchased outright. The assets are included in non-current assets and the
capital element of the leasing commitments is shown as obligations under finance leases. The lease rentals are
treated as consisting of capital and interest elements. The capital element is applied to reduce the outstanding
obligations and the interest element charged against profit so as to give a constant periodic rate of charge on the
remaining balance outstanding at each accounting period. Assets held under finance leases are depreciated over
the shorter of the lease terms and the useful lives of equivalent owned assets.

Dividends
Dividend distribution to the Company’'s shareholders is rec:
are approved byt he Company’'s shareholders, whichever is earlier.

Foreign currencies

Items included in the financial statementsfor each of the Group’s entities are meas
primary economic environment in whi ch t hat entity operat esThe(censolidatedf unct i on
financial statements are presented in Sterling, the functional currency and presentation currency of Chapelthorpe

plc.

Foreign currency transactions are translated into the functional currency of the Group entities using the exchange
rate at the date of transaction. Foreign currency monetary items are translated at the period end rate of
exchange. Foreign exchange gains and losses arising from the settlement of transactions and from the
translation at year end exchange rates of monetary assets and liabilities are recognised in the income statement,
except where deferred in equity as qualifying cash flow or net investment hedges.

The results and net assets of all Group companies that have a non-Sterling functional currency are included in the
consolidated financial statements as follows:

(i) assets and liabilities are translated at the exchange rate at the balance sheet date;
(i) income and expenses are translated at average exchange rates for the relevant period; and

(iii) all resulting exchange differences arising since 1 April 2004 are recognised as a separate component of
equity.
On consolidation, exchange differences arising from the translation of the net investment in foreign entities, and of
any borrowings designated as hedges of suchWhemaferaign ment s, E
operation is sold, such exchange differences arising since 1 April 2004 are recognised in the income statement as
part of the gain or loss on sale.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

1. Statement of accounting policies continued

Property, plant and equipment
The Group’'s policy is to vatbneaeostdessadppescidtionpasip.l ant and equi pme

Land is not depreciated. Depreciation on other assets is calculated using the straight line method, spreading the
difference between cost and residual value over the estimated useful life as follows:

Buildings - 50 years

Plant, machinery and equipment  — 3to 15 years

The assets’ resi dual val ues and useful |l ives are reviewed,
date. An asset’'s carrying amount is written tdhoewna sisnente dsi actaerlryy itr

amount is greater than its recoverable amount.

Financial instruments

Derivative financial instruments, principally forward foreign exchange contracts and interest rate swaps, are used
as hedges in the financing and financial risk management of the Group and are initially measured at cost on the
date a derivative contract is entered into and subsequently re-measured at their fair value at each balance sheet
date.

The method of recognising the resulting gain or loss depends on whether the derivative is designated as a
hedging instrument and, if so, the nature of the item being hedged. The Group designates certain derivatives as
either:

* hedges of highly probable forecast transactions (cash flow hedge); or
. fair value hedges;or
* hedges of net investments in foreign operations.

For cash flow hedges and net investment hedges, the portion of the gain or loss on the hedging instrument that is

determined to be an effective hedgeisr ecogni sed i n shar ehol atwveportion eepgnisedy , wi t h
in the income statement. For cash flow hedges, the gains or losses thatarer ecogni sed in sharehol d
are transferred to the income statement in the same period in which the hedged cash flows affect the income
statement. For fair value hedge, gains or losses are recognised in the income statement. For net investment
hedges, gains and | osses accumulated in sharehol ders
foreign operation is disposed. Any gains or losses arising from changes in fair values of derivative financial
instruments not designated as hedges are recognised in the income statement in the period that they arise.

equi

Purchase of own shares

The cost of purchasing own shares held to satisfy obligations under share schemes for employee and Executive
remuneration schemes is deductedinar ri vi ng at sharehol der s’ funds unti |l t h
employees.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

1. Statement of accounting policies continued

Standards, amendments and interpretations effective in the current period
A number of interpretations and amendments to existing standards became mandatory during the year including

IAS 27 (revised) —Consolidated and SeparBR® Fi fapuiakbdptaBamenesh,
andlmprovement s t o | WiR®$é curreft Bi@up Btjucture IAS 27 (revised) and IFRS 3 (revised) have
had no impact upon the results or net assets of the Group. | mpr ovements to I FRS' s (201
requirements of 7 standards. Many of the changes are minor or not relevant to the Group at this time. The
changesthat have been made relate to |IFRS 7 —Financi al Il nstrum

to the narrative in Note 15 to enable users to link related disclosures and hence form an overall picture of the
nature and extent of risks arising from financial instruments.

Standards, amendments and interpretations not yet effective and not early adopted

A number of standards and amendments to existing standards have been published but are not mandatory for the
15 months ended 30 June 2011, including IAS 1(amendment) -Presentation of Items of Other Comprehensive

Incomell (effective 1 July 2012), ] AS 12 (amendment) —Deferred Tax: Recovery o
January 2012), IAS 19 (revised) Employee Bene f i t sl (ef fectiivAS 124dahnuaviysed 13009)
Party Di s(cdfofseuarteisMle 1 January 2011), I AS 27 (revised) —Se
January 2013), IAS 28 (revi sed) —I nveasttemse nasd i hoiAstsoVentur esl (effect
Il FRS1 (amendment) —Severe Hyperinflation and the Removal 0
July 2011), 1 FRS 7 ( a m®isctbsnen-tT)r ar+sf er s of FinancilgROlIpésFR®1I0s Il (ef f ec
—Consolidated Financi al StatemérFRE 4l (dbfact iArer abgedmanutagly

January 2013),1 FRS 12 e interests om Other Entitiesll (effective 1 January 2013), | FRS 13 —Fair Val
Me a s ur e mectitell Jahwadfy P0d3) and | FRI C 14 ( ab®e-rrdentiminan p Defiled Benefit
Asset, Minimum Funding Requirements and theirInteract i onll (ef fect)ve 1 January 2011

Where these future standards, amendments and interpretations have been identified as potentially relevant,
management is assessing their future impact. It is understood that the revision to IAS 19 may increase the
interest cost in the Income Statement by reducing the credit entry based on the expected return on assets.

Key sources of estimation uncertainty

In applying the above accounting policies, management has made appropriate estimates in a number of areas
and the actual outcome may differ from those calculated. The key sources of estimation uncertainty at the
balance sheet date that have a significant risk of causing material adjustment to the carrying amount of assets
and liabilities within the next financial year are:

Post-retirement benefits

The Group’s Defined Benefit Pensi on Sche meallydannadcordanceni | ar ar 1
with IAS 19. The accounting valuation, which was based on assumptions determined with independent actuarial

advice, resulted in a deficit on the UK scheme and a deficit on the Austrian scheme being recognised on the

balance sheet at 30 June 2011. The size of the surplus or deficit is sensitive to the market value of the assets

held by the schemes and to actuarial assumptions, which include inflation, pension and salary increases, the

discount rate used in assessing actuarial liabilities, mortality assumptions and the level of contributions. Further

details including quantitative information are included in Note 27.

Provisions for vacant leases

Provisions for vacant leases are based on ma n a g e mbesttestimates as to the future costs of meeting the
lease obligations.

Useful lives of property, plant and equipment

Property, plant and equipment are depreciated over their useful lives. Useful lives are based on the
management’'s estimates of the per uepwhichtare pdriodicdlyereviaved fert s wi | |
continued appropriateness. Changes to estimates can result in significant variations in the carrying value and

amounts charged to the Consolidated Statement of Consolidated Income.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

2. Analysis of net operating expenses

15 months Year ended
ended 31 March 2010

30 June 2011
Continuing operations £000 £000
Distribution costs 8,948 6,322
Administrative expenses 4,059 3,477
Exceptional items (Note 3) (1,721) (298)
Net operating expenses 11,286 9,501

3. Exceptional items

15 months Year ended
ended 31 March 2010

30 June 2011
Continuing operations £000 £000
Takeover expenses and strategic advice 104 f
Release of sales provision (200) i
Past service credit in relation to UK defined benefit scheme (1,565) i
Provison for onerous leases costs (15) (298)
Provision for environmental costs (45) i
(1,721) (298)

The exceptional credit of £298,000 in 2010 arises from a release of excess onerous lease liabilities of £553,000
less a £255,000 charge for other costs and dilapidations in respect of another vacant leasehold property.

4. Net financing costs

15 months Year ended
ended 31 March 2010
30 June 2011
Continuing operations £000 £000
Interest payable

Bank loans, overdrafts and short-term facilities 409 688
Preference share dividends 46 46
Other interest 84 98
539 832

Interest receivable
Bank and other deposits (51) 47)
Other interest (84) (25)
(135) (72)
Net borrowing costs 404 760
Interest on pension scheme liabilities 468 1,175
Net financing costs 872 1,935
Interest payable 539 832
Interest payable on pension scheme liabilities 468 1,175
Total financial expense 1,007 2,007
Interest receivable (135) (72)
Net financing costs 872 1,935
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

5. Profit before taxation
The following items have been included in arriving at profit before taxation:

15 months Year ended
ended 31 March 2010
30 June 2011
Continuing operations £000 £000
Employee benefits expense (Note 26) 17,645 13,720
Depreciation of property, plant and equipment:
— owned assets 3,965 3,168
Loss (profit) on disposal of plant & equipment 4 (8)
Operating lease rentals recognised as an expense:
— plant and machinery 114 88
— property 277 210
Foreign exchange (profit) a72) (84)

Services provided bytheGr oupds audi tor

During the periodt he Group (including its overseas subsidiar
auditors at costs as detailed below:
15 months Year ended
ended 31 March 2011
30 June 2011
£000 £000
Audit services:
—-fees payable to the Company’s auditors 17 17
financial statements
— audit of subsidiary companies 71 65
Tax services:
— advisory services 54 14
— other services 31 15
6. Taxation on profit on ordinary activities
Analysis of charge (credit) in the period
15 months Year ended
ended 31 March 2010
30 June 2011
Continuing operations £000 £000
Current tax
Corporation tax at 27.6% (2010: 28%) fi f
Overseas tax 989 845
Taxation over provided in previous years:
- UK f (109)
— overseas fi 33
Total current tax 989 769
Deferred taxation:
— current period (439) (999)
— relating to prior years (56) (104)
Tax charge (credit) 494 (334)

Corporation tax and overseas tax have been based on the profit for the period.

With effect from 1 April 2011 the UK corporation tax rate changed from 28% to 26%. This change resulted in a

deferred tax charge of £4,000 in the period.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

6. Taxation on profit on ordinary activities continued
The tax effect in the Consolidated Income Statement relating to exceptional items was a credit of £nil (2010: £nil).

The tax effect of actuarial gains and losses recorded in the Consolidated Statement of Comprehensive Income in
respect of the UK Defined Benefit Pension Scheme is a charge of £nil (2010: £nil).

Factors affecting the tax charge (credit) for the period

15 months Year ended
ended 31 March 2010
30 June 2011

£000 £000
Profit on ordinary activities before taxation 5,442 709
Tax on profit on ordinary activities at standard rate of 27.6% (2010: 28%) 1,502 199
Factors affecting tax charge (credit):
— (income) expenses not deductible for tax purposes (616) 262
— unrelieved losses arising in period fi 82
— losses utilised (not recognised as deferred tax assets in prior years) (84) (313)
— other differences (349) (358)
— differing rates of tax on overseas earnings 97 (26)
— adjustments to tax charge in respect of previous years (56) (180)
Tax charge (credit) 494 (334)

7. Dividends
No ordinary dividends were paid or proposed in the period (2010: £nil)

Preference dividends of £46,000 (2010: £46,000) were declared and paid in the period.

8. Goodwill
At 30 June 2011 and 31 March 2010 all goodwill (original cost £8,123,000) has been fully amortised or impaired.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

9. Property, plant and equipment

Land and Plant and
buildings equipment Total
£000 £000 £000

Cost
At 1 April 2010 14,151 59,301 73,452
Exchange adjustments (341) (1,767) (2,108)
Additions 8 1,996 2,004
Disposals ©) (91) (98)
At 30 June 2011 13,811 59,439 73,250
Accumulated depreciation and impairment
At 1 April 2010 4,057 47,262 51,319
Exchange adjustments (74) (1,371) (1,445)
Charge for the period 427 3,538 3,965
Disposals 4) (89) (93)
At 30 June 2011 4,406 49,340 53,746
Net book value
At 30 June 2011 9,405 10,099 19,504
At 31 March 2010 10,094 12,039 22,133

Land and Plant and

buildings equipment Total

£000 £000 £000

Cost
At 1 April 2009 14,818 59,532 74,350
Exchange adjustments (667) (2,380) (3,047)
Additions — 2,286 2,286
Disposals — (137) (137)
At 31 March 2010 14,151 59,301 73,452
Accumulated depreciation and impairment
At 1 April 2009 3,853 46,139 49,992
Exchange adjustments (149) (1,569) (1,718)
Charge for the year 353 2,815 3,168
Disposals — (123) (123)
At 31 March 2010 4,057 47,262 51,319
Net book value
At 31 March 2010 10,094 12,039 22,133
At 31 March 2009 10,965 13,393 24,358

The Group has pledged all of its land and buildings and certain of its plant and equipment to secure banking

facilities granted to the Group.

The land and buildings relate to freehold property.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

10. Investments — joint ventures

30 June 2011

31 March 2010

£000 £000
At beginning of period 292 656
Share of retained profit 98 125
Movement in share of defined benefit pension deficit (390) (489)
At end of period — 292

The joint venture represents t

Investments in joint ventures are represented by:

Group’'s 40%
(—ScCDI) . SCD remains a participating
discounted value of deficit contributions receivable from SCD is £3.3m.

empl oye

30 June 2011

remadi ni ng

r of the

31 March 2010

£000 £000
Share of aggregate assets:
Non-current assets 633 636
Current assets 6,227 4,193
6,860 4,829
Share of aggregate liabilities:
Current liabilities (5,981) (4,022)
Non-current liabilities — (26)
Defined benefit pension deficit (879) (489)
(6,860) (4,537)
— 292
15 months Year ended
ended 31 March 2010
30 June 2011
£000 £000
Share of operating profit 244 203
Share of interest (110) (28)
Share of tax (36) (50)
Share of retained profit 98 125
The following amounts were charged by Chapelthorpe plc to SCD:-
15 months Year ended
ended 31 March 2010
30 June 2011
£000 £000
Pension fund contributions and expenses 543 410
Information technology expenses 30 53
Management Fees 5 35
578 498
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

11. Other non-current assets

30 June 2011 31 March 2010
£000 £000

Securities 650 644

Other non-current assets relate to Euro-denominated securities held by the Austrian subsidiary. These assets are
pledged as security againstthe Aust ri an subsidiary’s bank | oans.

12. Inventories

30 June 2011 31 March 2010

£000 £000

Raw materials and consumable stores 4,606 3,723
Work in progress 162 122
Finished products 4,333 3,294
9,101 7,139

Inventories with a carrying amount of £2,349,000 (2010:£4,029,000) have been pledged as security for certain of

the Group’'s bank facilities.

During both the current period and previous year, inventory was carried at cost less appropriate provisions such
that this did not exceed the fair value less cost to sell. Provisions held against inventory totalled £592,000 (2010:
£591,000).

The cost of inventories recognised as an expense includes £55,000 (2010: £78,000) in respect of the write down
of inventory to net realisable value and has been reduced by £55,000 (2010: £88,000) in respect of the reversal of
such write downs.

The cost of inventories recognised as an expense and charged to cost of sales in the income statement
amounted to £106,845,000 (2010: £55,164,000).

13. Trade and other receivables

30 June 2011 31 March 2010

£000 £000
Amounts falling due within one year
Trade receivables 18,612 14,366
Less provision for impairment (500) (522)
Trade receivables — net 18,112 13,844
Other receivables 775 579
Prepayments and accrued income 211 118
Amounts due from group undertakings 266 66

19,364 14,607

An allowance has been made for estimated irrecoverable amounts from trade receivables. This allowance has
been determined by reference to current circumstances and to past default experience.

The Directors consider that the carrying amount of trade receivables approximates to their fair value.
Included in amounts due from group undertakings is £261,000 (2010: £66,000) due from the joint venture,
Speciality Coatings (Darwen) Limited.

At 30 June 2011 and 31 March2010al | trade receivables were pledged
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

13. Trade and other receivables continued

Credit risk

Credit risk is the risk of financial loss to the Group if a customer fails to meet its contractual obligations and arises

principally from amounts receivable from customers. A credit review is performed on new customers and credit

limits are set at subsidiary Board level. Where possible debts are insured and a monthly review of the ageing of

debtors is discussed at Board level. The Group’s maxi mum exposure to credit ris
of impairments, and is disclosed above.

Impairment losses
The ageing of trade receivables was as follows:

30 June 2011 31 March 2010
Not Not
Gross Impairment impaired Gross Impairment impaired
£000 £000 £000 £000 £000 £000
Not past due 15,630 — 15,630 11,595 — 11,595
0-30 days overdue 2,563 (81) 2,482 2,151 — 2,151
Over 30 days overdue 419 (419) — 620 (522) 98
18,612 (500) 18,112 14,366 (522) 13,844

In determining the amount of the impairment, the Directors have taken into account their knowledge of the
customer base and the extent to which credit insurance is in place and they believe that there is no further credit
risk provision required in excess of the normal provision for bad and doubtful receivables set out above.

The movement in the provision for impairment was as follows:

30 June 2011 31 March 2010

£000 £000
At beginning of period 522 637
Provision for (release of) impairment charged to income statement 35 (100)
Utilisation of provision (56) (12)
Exchange (1) 3)
At end of period 500 522

Trade receivables include amounts denominated in the following major currencies:

30 June 2011 31 March 2010

Currencies £000 £000
GBP 4,536 3,605
USD 7,520 5,663
Euros 5,985 4,783
Other 571 315

18,612 14,366
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

14. Trade and other payables

30 June 2011 31 March 2010

£000 £000
Trade payables 13,373 10,592
Other taxes and social security costs 86 100
Other payables 885 639
Accruals and deferred income 2,125 2,913
Amounts due to group undertakings 136 —

16,605 14,244

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs.
The Directors consider that the carrying amount of trade payables approximates to their fair value.

Trade payables include amounts denominated in the following major currencies:-

30 June 2011 31 March 2010

£000 £000
GBP 5,503 4,268
UsD 4,386 2,984
Euros 3,484 3,340
13,373 10,592
15. Other financial assets and liabilities
Other financial instruments
Details of the Group’'s policies and procedures relat
the accounting policies on page 18.
Details of bank borrowings are disclosed in Note 16.
The values of other financial assets and liabilities held by the Group are as follows:
Foreign
exchange Preference
Total contracts shares
£000 £000 £000
Current assets 1 1 —
Current liabilities (23) (23) —
Non-current liabilities (800) — (800)
At 30 June 2011 (822) (22) (800)
Current assets 6 6 —
Current liabilities (194) (194) —
Non-current liabilities (800) — (800)
At 31 March 2010 (988) (188) (800)

The Group uses various financial instruments to manage its exposure to movements in foreign exchange rates
and swaps to manage its exposure to movements in interest rates. Foreign exchange contracts mature over the

period to 30 December 2011.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

15. Other financial assets and liabilities continued

Preference shares

Authorised Allotted and fully paid
Number £000 Number £000
First cumulative preference shares of 50p 100,000 50 100,000 50
Second cumulative preference shares of £1 750,000 750 750,000 750
At 30 June 2011 and 31 March 2010 800 800

Profits of the Company to be distributed by way of a dividend shall be applied, prior to any payment to holders of

ordinary shares, first in payment of a fixed cumulative preferential dividend at a rate of 6% to the holders of the

first cumulative preference shares of 50peach(—t he First Preference Sharesll) and se
cumulative preferential dividend at a rate of 5.75% to the holders of the second cumulative preference shares of

£1 each (—t he SecondThese éxtdedividends are gyable by sqlugl half-yearly installments

on 31 March and 30 September in each year.

Neither the First Preference Shares nor the Second Preference Shares are redeemable.

Holders of the First Preference Shares and the Second Preference Shares are not entitled to receive notice of, or
to attend or vote at, any general meeting of the Company by virtue of their holdings unless their fixed dividend is
six months in arrears and remains unpaid at the date of the notice convening the meeting, or a resolution is to be
proposed at the meeting altering the objects of the Company as set out in its Memorandum of Association, or
varying or abrogating any of the special rights or privileges attached to the First Preference Shares or the Second
Preference Shares, or for winding-up the Company, in which case holders of the First Preference Shares and
holders of the Second Preference Shares shall have one vote on a show of hands and upon a poll, if present in
person or by proxy, 20 votes for every First Preference Share or Second Preference Share held.

In the event of a winding-up of the Company, the surplus assets shall be applied, prior to any payment to holders
of ordinary shares, first in repaying the capital on the First Preference Shares together with a premium of 5p per
share and a sum equal to any arrears of the fixed dividend and second in repaying the capital on the Second
Preference Shares together with a premium of 5p per share and a sum equal to any arrears of the fixed dividend.

Financial instruments

The principal financial risks to which the Group is exposed are foreign currency exchange risk and interest rate
risk. The Board has approved policies for the management of these risks.

Risk management policies and hedging activities

Foreign currency exchange rate risk

The foreign currency transaction exposure in the business is protected with forward currency purchases and
sales. All contracts are placed by the Group centrally. At 30 June 2011 the Group had hedged in the UK
approximately 89% of its US Dollar denominated currency sales and approximately 11% of its Australian Dollar
denominated currency sales in the present financial year. The Group continuously monitors coverage of forward
foreign currency sales and purchases and will place contracts in accordance with the policy approved by the
Board.

It is the Group’s policy not to hedge foreign currency pr
subject to the risk of currency fluctuation, particularly the US Dollar.

Interest rate risk

The Group is aware of the potential impact of volatility in interest rates. However, given the relatively low
prevailing rates, the Group does not consider the need to enter into any swap or fixed interest arrangements at
this time.

27



Notes to the Consolidated Accounts
15 months ended 30 June 2011

15. Other financial assets and liabilities continued

Liquidity risk

Borrowing facilities are monitored against t he

Group’ s

mitigate risk by staggering the maturity of borrowings and by maintaining undrawn committed facilities, principally

overdrafts and invoice discounting facilities.

Credit risk

The Group is exposed to credit risk to the extent of non-payment by either its customers or the counterparties of
its financial instruments. The Group has credit insurance policies covering both trading and financial exposures.

Raw material prices

The Group is exposed to raw material price increase that cannot always be passed onto customers. A change in
the price of polymer, that is not passed onto customers, of £10 per tonne in Europe and $10 per tonne in the US

will affect profit by £576,000 and $322,000 respectively based upon volumes sold in 2011.

Capital risk management

f

0

The Group’ s capital compri ses equi tBalammeSheethandborrowings as keeoutthons ol i d a
Note 16. The Group manages its capital to ensure that entities in the Group will be able to continue as a going
concern while maximising the return to stakeholders through the optimisation of the debt and equity balance.

This is achieved through the restructuring of finance, dividend policy and the sale of assets.

Derivative financial instruments

Set out below is a comparison by cat eg o rtetal defivativedimaikcialv al ue s

assets and liabilities:

2011 2010
Book and Book and
fair fair
value value
£000 £000
Current assets

Foreign exchange contracts 1 6

Current liabilities
Foreign exchange contracts (23) (194)
(22) (188)

At the period end the fair value of the currency derivatives are determined by market price as advised by the third

party bank with whom the instruments are held.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

15. Other financial assets and liabilities continued

Fair values of financial assets and liabilities

There is no significant difference between the book values and fair values ofthe Group’' s f i nanci al
liabilities:

30 June 2011 31 March 2010

£000 £000
Non-current assets

Investments 650 644
Current assets

Cash at bank and in hand 7,964 11,969
Trade and other receivables 19,153 14,489
Derivative financial assets 1 6
Current liabilities

Trade and other payables (14,480) (11,331)
Borrowings (10,308) (7,609)
Derivative financial liabilities (23) (194)
Non-current liabilities

Borrowings (1,030) (7,723)
Preference shares (800) (800)
Provisions and other liabilities (418) (1,216)

The net fair value losses at the end of the 15 month period ended 30 June 2011 on open forward foreign
exchange contracts that hedge the foreign currency risk of anticipated future sales are £3,000 (2010: £98,000).

The hedging reserve balances are recycled through the Consolidated Income Statement.

Maturity of financial liabilities

Trade and other payables are all due within one year. Derivative financial liabilities include forward exchange
contracts of £23,000 (2010: £194,000) which all mature within one year. At 30 June 2011 the Group is contracted

to sell US $0.4m (2010: $0.6m), AU$1.1m( 2010: $1.5m) and €nil (2010: €2.
The maturity profile of the 30Funewgsasdollows: her financi al
Provisions and
Total Debt other liabilities
30 June 2011 31 March 2010 30 June 2011 31 March 2010 30 June 2011 31 March 2010
£000 £000 £000 £000 £000 £000
In one year or less, or on demand 10,726 8,183 10,308 7,609 418 574
In more than one year but not more 514 2,156 514 1,514 — 642
than two years
In more than two years but not more 516 6,209 516 6,209 — —
than five years
In more than five years 800 800 800 800 — —
12,556 17,348 12,138 16,132 418 1,216
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Notes to the Consolidated Accounts

15 months ended 30 June 2011
15. Other financial assets and liabilities continued

Maturity of financial liabilities continued
The maturity profile

cash flows was as follows. This table includes both interest and principal cash flows:

o f bilitigs at 30Gune 20p1 basedooh ¢oetractuél undiscountéda |

Provisions and

Total Debt other liabilities
30 June 2011 31 March 2010 30 June 2011 31 March 2010 30 June 2011 31 March 2010
£000 £000 £000 £000 £000 £000
In one year or less, or on demand 11,017 8,569 10,599 7,995 418 574
In more than one year but not more 598 2,541 598 1,843 — 698
than two years
In more than two years but not more 736 6,603 736 6,603 — —
than five years
In more than five years 800 800 800 800 — —
13,151 18,513 12,733 17,241 418 1,272
16. Borrowings
30 June 2011 31 March 2010
£000 £000
Bank overdrafts (secured) 3,404 5,450
Bank loans (secured) 7,934 9,882
11,338 15,332
Repayable:
— on demand or within one year 10,308 7,609
— between one and five years 1,030 7,723
11,338 15,332
Less amounts due for settlement within twelve months (shown under current liabilities) (10,308) (7,609)
Amount due for settlement after twelve months 1,030 7,723
The Group has the following loans outstanding:
UK bank loan denominated in Sterling, repayable by monthly instalments of £11,750 — 542
commencing on 1 November 2008
US term loan denominated in US Dollars, repayable by monthly instalments of $153,000 5,198 6,497
of principal and interest, with balance being repaid in full in May 2012
US revolving credit facility repayable September 2012 1,191 674
Austrian bank | oan repayable by quarter!|l 1,545 2,169
July 2007
7,934 9,882
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

16. Borrowings continued

The carrying amount of the Group’'s borrowings

i s denomi

30 June 2011 31 March 2010

£000 £000

Sterling — 542
Euro 4,949 7,619
UsS Dollar 6,389 7,171
11,338 15,332

The US revolving credit facility of $10m expired in June 2011 and was committed for a further period to
September 2012. This facility also fluctuates depending on the level of the US trade receivables and inventories

against which it is secured. The $13m USt erm | oan facility

secured

operation is repayable over a period to May 2012. The loans both carry interest at Libor plus 2.75%.

The Austrian loan carries interest at EURIBOR plus 1.00% and is secured on the freehold property of Asota

GmbH.

At 30 June 2011 no bank guarantees were provided to third parties except as described above (2010: £nil).

No cross guarantees exist between the UK, US or Austrian facilities.

17. Provisions

Provision for
vacant lease

Provision for
environmental

Total liabilities

£000 £000 £000
At 1 April 2009 2,254 2,206 48
Exchange adjustment 2) — (2)
Charged during the period 255 255 —
Utilised (1,291) (1,291) —
At 31 March 2010 1,216 1,170 46
Exchange adjustment Q) — (2)
Charged (credited) during the period 24 68 (44)
Utilised (821) (820) @)
At 30 June 2011 418 418 —

The provisions are expected to be utilised over the remaining periods of the lease obligations or when final costs

on environmental liabilities are agreed.

Included within utilised are credits in relation to the unwinding of discounts of £84,000 (2010: £83,000).

31

against

nat e

t h



Notes to the Consolidated Accounts
15 months ended 30 June 2011

18. Deferred taxation

Deferred tax is calculated in full on temporary differences under the liability method using a tax rate of 26% (2010:
28%) in the UK and the appropriate rates prevailing in overseas subsidiaries:

Deferred

tax liability

15 months Year ended
ended 31 March 2010
30 June 2011

£000 £000
At beginning of period (3,597) (5,024)
Amount charged to income statement 495 1,103
Exchange movements 150 324
At end of period (2,952) (3,597)

Deferred tax assets and liabilities are only offset where there is a legally enforceable right of offset and there is an
intention to settle the balances net.

The analysis of the deferred tax position is as follows:

30 June 2011 31 March 2010
Potential Amount Potential Amount
liability provided liability provided
£000 £000 £000 £000
Accelerated capital allowances 3,458 3,458 4,421 4,421
Other temporary differences (506) (506) (800) (800)
Losses (1,627) — (1,834) (24)
Retirement benefit liabilities (1,712) — (2,471) —
(387) 2,952 (684) 3,597

Deferred tax assets for unused losses are only recognised to the extent that there is sufficient evidence that these
assets will be recoverable. A deferred tax asset of £1,712,000 (2010: £2,471,000) was not recognised in relation
to the retirement benefit liabilities as there was insufficient evidence that this asset would be recoverable.

Deferred tax asset balances for capital losses in the UK amounting to £868,000 (2010: £935,000) have not been
recognised but would be available in the event of future capital gains being incurred by the Group.

19. Commitment

(&) Operating lease commitment

At the balance sheet date, future minimum commitments under non-cancellable operating leases due over the life
of the lease are as follows:

Land and buildings Other
30 June 2011 31 March 2010 30 June 2011 31 March 2010
£000 £000 £000 £000
— within one year 331 512 28 84
— within two to five years 992 998 96 106
— after five years 866 1,208 — —
2,189 2,718 124 190

Included above are commitments of £83,000 (2010: £460,000), the present value of which are already provided in
the accounts.
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Notes to the Consolidated Accounts

15 months ended 30 June 2011
19. Commitment continued

(b) Capital commitment

Capital expenditure contracted for at the balance sheet date but not yet incurred was £836,000 (2010: £298,000)
in relation to property, plant and equipment. These commitments are expected to be settled in the following

financial year.

20. Contingent liabilities

The US and UK facilities are secured by fixed and floating charges over the assets in their respective
geographical areas. Asota GmbH has given fixed and floating charges over certain of its assets as security for its

loans, as disclosed in Note 16.

21. Called up share capital

30 June 2011

31 March 2010

Authorised Number Number
Ordinary shares of 50p each (2010: 50p each) 25,800,000 25,800,000
Allotted, called up and fully paid shares of 50p each (2010: 50p each) Number £
At 1 April 2010 and 30 June 2011 20,404,090 10,202,045
22. Cash generated from operations
15 months Year ended
ended 31 March 2010
30 June 2011
£000 £000
Continuing operations:
— Operating profit 6,216 2,519
— Depreciation 3,965 3,168
— Charge in respect of employee share scheme — 9
— Loss (profit) on disposal of fixed asset 4 (8)
Working capital:
— (Increase) in inventories (2,040) (421)
— (Increase) in debtors (5,053) (3,339)
— Increase in creditors 2,580 5,672
— Decrease in retirement benefit obligations (469) (210)
5,203 7,390
Exceptional items:
— Past service cost in relation to UK defined Amount recognised in period (1,565) i
benefit pension scheme
— Fibres restructuring: Amount paid in period — (127)
— Takeover expenses and strategic advice: Amount recognised in period 104 f
Amount paid in period (136) (34)
— Head office restructuring: Amount paid in period — (128)
— Provision for onerous lease costs: Amount recognised in period (15) (298)
Amount paid in period (820) (2,057)
— Provision for environmental costs: Amount recognised in period (45) f
Cash generated from operations 2,726 5,746
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

23. Reconciliation to net debt

15 months Year ended
ended 31 March 2010
30 June 2011

£000 £000
(Decrease) increase in cash in the period (1,950) 1,421
Decrease in debt and finance leasing 1,596 1,149
Change in net debt from cash flows (354) 2,570
Exchange adjustments 343 761
Movement in net debt in the period (11) 3,331
Net debt at 1 April (3,363) (6,694)
Net debt at 30 June (3,374) (3,363)
24. Analysis of net debt
1 April Net Exchange Other 30 June
2010 Cash movement Non-cash 2011
flow
£000 £000 £000 £000 £000
Cash at bank and in hand 11,969 (4,045) 40 — 7,964
Overdrafts and short-term facilities (5,450) 2,095 (49) — (3,404)
6,519 (1,950) 9) — 4,560
Debt due after one year (7,723) (563) 295 6,961 (2,030)
Debt due within one year (2,159) 2,159 57 (6,961) (6,904)
(9,882) 1,596 352 — (7,934)
Total (3,363) (354) 343 — (3,374)
25. Directors’ emoluments
The emoluments of the Directors who served during the period are shown below:
Basic salary Taxable Compensation 15 months Year ended
and fees benefits payment ended 31 March 2010
30 June 2011
£000 £000 £000 £000 £000
L D Goodman 26 — — 26 38
I D Powell 76 — 30 106 178
A P Weatherstone 53 1 — 54 138
B Leckie 4 — — 4 23
Aggregate total 190 377
emoluments
Emoluments of highest 106 178

paid Director

None oftheDi r ect ors had retirement b eDefnédiBenefiRensiouScimege (R0A0d er t he
£nil) and none of the Directors received contributions to defined contribution schemes in the period (2010: 2
directors received a total of £23,000).

During the period no Directors (2010: nil) exercised share options.

The directors of Chapelthorpe plc at 30 June 2011, Peter Gyllenhammar and Jan Holmstrom, did not receive any
emoluments from the Group. As disclosed in Note 29, Browallia AB invoiced Chapelthorpe plc £68,959 (2010:
£nil) for the services of these directors.

B Leckie and A P Weatherstone also received £3,010 (2010: £20,000) and £15,000 (2010: £25,000) respectively
in the period whilst directors of Chapelthorpe plc for services provided to Speciality Coatings (Darwen) Limited.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

26. Employees

15 months ended Year ended
30 June 2011 31 March 2010
£000 £000

Employee costs (including Directors):
— wages and salaries 13,979 10,987
— social security costs 3,086 2,345
— other pension costs 580 388
17,645 13,720

The average number of employees during the period was:

15 months Year ended
ended 31 March 2010
30 June 2011

Number Number

Fibres 352 331

27. Retirement benefit obligations

A number of pension schemes are operated by the Company and certain subsidiaries. The major scheme is in
the UK and is of the funded defined benefit type. In addition, in Austria, there are leaving indemnities which
represent an unfunded defined benefit on retirement. All other pension schemes operated by the Group are of
the defined contribution type and consist of schemes in the UK, Austria and the US. The assets of all the
schemes are held in separate trustee-administered funds.

The pension cost relating to the major UK scheme, the Chapelthorpe plc Pension Fund, is assessed in
accordance with the advice of an independent, professionally qualified actuary, using the projected unit credit
method. A full actuarial valuation was carried out at 5 April 2010 and updated to 30 June 2011. With effect from
5 September 2008 this scheme was closed to future accrual.

The pension cost relating to the Austrian scheme is assessed in accordance with the advice of an independent,
professional qualified actuary, using the projected unit method.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

27. Retirement benefit obligations continued

Principal actuarial assumptions

UK scheme

The principal actuarial assumptions used at the balance sheet date were as follows:
15 months ended Year ended
30 June 2011 31 March 2010
Discount rate 5.60% 5.70%
Expected return on assets 5.64% 5.80%
Inflation rate — RPI 3.70% 3.60%
- CPI 3.00% -
Future pension increases 2.95% 2.40%

Mortality assumptions:
Current pensioners — actuarial tables used 80%S1PMA/S1PFA+MC PA92YOB+MC
Current pensioners life expectancy at age 65

— Average - 20.5
— Male 21.8 -
— Female 24.5 -
Future pensioners — actuarial tables used AMCO0/AFCO00 +MC PA92YOB+MC

Future pensioners (currently aged 45) life
expectancy at age 65

— Average - 21.9
- Male 23.8 -
— Female 26.5 -

The mortality assumptions have been adjusted to be based on those used in the funding valuation at 5 April 2010.

Where investments are held in bonds and cash, the expected long-term rate of return is taken to be the yields
generally prevailing on such assets at the balance sheet date. A higher rate of return is expected on equity
investments, which is based more on realistic future expectations than on returns that have been available
historically. The overall expected long-term rate of return is then the average of these rates taking into account
the underlying asset portfolio of the pension plan.

The Company and its joint venture SCD were contributing £120,000 to the Scheme. On 21 June 2011 a new
Schedule of Contributions based on the actuarial valuation of the Fund at 5 April 2010 was agreed between the
Company and the Trustees of the Fund. In accordance with the Recovery Plan dated 6 June 2011, The
Company will pay £630,000 per annum for the 5 years to 30 June 2016.

Future increases to pre-April 1997 pensions have not been included in the calculation of scheme liabilities, since
these are awarded entirely at the discretion of the Trustees and are dependent on the future performance of the
Fund.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

27. Retirement benefit obligations continued

Austrian scheme
The principal actuarial assumptions used at the balance sheet date were as follows:

15 months Year ended
ended 31 March 2010
30 June 2011

Discount rate — jubilee payments 4.75% 5.25%

— severance indemnity 4.75% 5.25%
Salary increases 2.75% 2.75%
Probability of dying — actuarial tables used AVO2008P AV0O2008P
Annuity age — actuarial tables used PSR 03 PSR 03
Average remaining working life of active employees — jubilee payments 18.83 19.65
Average remaining working life of active employees — severance indemnity 15.85 16.86

Amounts recognised in the statement of financial position

30 June 2011 31 March 2010
UK Overseas UK Overseas
scheme scheme Total scheme scheme Total
£000 £000 £000 £000 £000 £000
Present value of pension obligation 50,233 2,284 52,517 51,204 1,928 53,132
Fair value of scheme assets (45,931) — (45,931) (44,308) — (44,308)
Net liability recognised in the balance 4,302 2,284 6,586 6,896 1,928 8,824

sheet

Under the terms of the 2008 sale of the 60% stake in SCD, SCD was to remain a participating employer of the UK

scheme and be obliged to contribute to the scheme’s fund
£625,000 per annum. Consequentl y, t he UK @ated lore anelAS$9 bdses) recognises § c al c u l
discounted value of expected deficit contributions receivable from SCD of £3.3m (2010: £1.2m). This asset has

increased in the period as a result of the increase in contributions to the scheme following the finalisation of the

actuarial valuation for the year ended 5 April 2010.

Amounts recognised in the income statement

15 months ended 30 June 2011 Year ended 31 March 2010
UK Overseas UK Overseas
scheme scheme Total scheme scheme Total
£000 £000 £000 £000 £000 £000

Current service cost — 126 126 — 76 76
Past service credit (1,565) — (1,565) — — —
Interest on pension 3,510 120 3,630 2,791 102 2,893
scheme liabilities
Expected return on (3,162) — (3,162) (1,718) — (1,718)
pension scheme assets
Total included in income (1,217) 246 (971) 1,073 178 1,251
statement
The net of —Interest on pension scheme I|liabilitiesl and —E
table, amounting to a charge of £468,000 (2010: £1,175,000), has been included within —l
scheme | iabilitiesll i4h Ahotherarhounisaamre méludeg withio aperating(cdéts.t e
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

27. Retirement benefit obligations continued
Amounts recognised in the statement of comprehensive income

The actual returns on the UK scheme assets was a gain of £780,000 (2010: gain of £7,833,000).

The total amount of actuarial gains recognised in the Statement of Comprehensive Income in the period was a

gain of £688,000 (2010: loss of £3,879,000).

The cumulative amount of actuarial loss recognised in the Statement of Comprehensive Income in the period was

£1,567,000 (2010: loss of £2,255,000).

Changes in present value of defined benefit obligation
15 months ended 30 June 2011

Year ended 31 March 2010

UK Overseas UK Overseas

Scheme scheme Total scheme scheme Total

£000 £000 £000 £000 £000 £000

Defined benefit obligation at start of 51,204 1,928 53,132 40,715 1,831 42,546
period

Exchange — 17 17 — (66) (66)

Current service cost — 126 126 — 76 76

Past service credit (1,565) — (1,565) — — —

Contributions by employees — — — — — —

Interest cost 3,510 120 3,630 2,791 102 2,893

Actuarial losses (gains) 1,005 264 1,269 11,117 210 11,327

Benefits paid (3,921) (171) (4,092) (3,419) (225) (3,644)

Defined benefit obligation at end of 50,233 2,284 52,517 51,204 1,928 53,132
period

Changes in the fair value of scheme assets
15 months ended 30 June 2011

Year ended 31 March 2010

UK Overseas UK Overseas

scheme scheme Total scheme scheme Total

£000 £000 £000 £000 £000 £000

Fair value of assets at start of period 44,308 — 44,308 38,501 — 38,501
Increase in assets as a result of

partial sale of SCD 2,042 — 2,042 1,222 — 1,222

Expected return on assets 3,162 — 3,162 1,718 — 1,718

Actuarial (losses) gains (85) — (85) 6,226 — 6,226

Contributions by employer 425 — 425 60 — 60

Contributions by employees — — — — — —

Benefits paid (3,921) — (3,921) (3,419) — (3,419)

Fair value of assets at end of period 45,931 — 45,931 44,308 — 44,308

A contribution of £75,000 (2010: £60,000) was made by SCD bringing the total employer contributions to

£500,000 (2010: £120,000).

None of the UK scheme assets were invested in Chapelthorpe plc or property occupied by Chapelthorpe plc.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

27. Retirement benefit obligations continued
Categories of scheme assets
The major categories of scheme assets and the expected rate of return for each asset class are as follows:

30 June 2011 31 March 2010
Expected Expected
return return
£000 % £000 %
Equities 12,664 7.5 8,334 7.4
Bonds 17,463 5.6 17,806 5.7
Gilts 9,393 4.0 13,366 4.4
Cash 1,894 0.5 90 0.5
Hedge funds 4,517 7.5 4,712 7.4

Equities includes £3,264,000 (2010: £1,222,000) in relation to the SCD asset

Amounts for the current and previous four periods for all defined benefit schemes

2011 2010 2009 2008 2007

£000 £000 £000 £000 £000
Defined benefit obligation 52,517 53,132 42,546 46,006 54,104
Scheme assets (45,931) (44,308) (38,501) (45,879) (49,726)
Surplus (not recognised) — — — 1,581 —
Deficit (6,586) (8,824) (4,045) (1,708) (4,378)
Experience adjustments on plan liabilities — — — 1,591 315
Experience adjustments on plan assets (85) 6,165 (6,644) (2,743) (2,087)

Total contributions to the scheme in 2012 will be £630,000 based on the schedule of Contributions agreed
between the Company and scheme Trustees following the finalisation of the triennial actuarial valuation to 5 April
2010.

28. Share-based payments

The Group operated the following share-based payment plans during the period:

Invested Bonus Share Plan 1997

Awards made under this plan require employees to invest half of their post-tax bonus in ordinary shares of
Chapelthorpe plc. The vesting of the award shares is not dependent on the achievement of performance
conditions except that the participant remains an employee of the Group throughout the vesting period and that
he retains his invested shares throughout that period. Half of the award shares vest three years after the date of
the award and the remaining award shares vest five years after the date of the award.

In accordance with the transitional provisions of IFRS 2 the Group has recognised an expense in respect of all
grants under the above plans made after 7 November 2002 and unvested at 1 April 2005. The expense
recognised by the Group in the period ended 30 June 2011 was £nil (2010: £9,808).
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

28. Share-based payments (continued)

The movement in options a natiouashare pthss inudhe peeod was hsdolld@s: o up’ s

Number of
options/awards

15 months Year ended
Ended 31 March 2010
30 June 2011

Invested Bonus Share Plan 1997
Outstanding at beginning of period — 30,858
Vested during the period — (30,858)

Outstanding at end of period — —

In 2010 the Employee Benefit Trust purchased 717,386 ordinary shares at a cost of £78,000.

At 30 June 2011 and 31 March 2010 the EBT held 900,548 ordinary shares in the Company. Included in retained
earnings of the Company at 30 June 2011 and 31 March 2010 is £345,000 in relation to the value of own shares
held by the Trust.

29. Related party transactions

Transactions with SCD, a joint venture, are disclosed in Note 10. At 30 June 2011 there was an amount of
£261,000 (2010: £66,000) due from SCD.

Transactions between the Company and the Chapelthorpe plc Pension Fund are disclosed in Note 27.

During the period ended 30 June 2011 Chapelthorpe plc was charged £2,000 (2010: £30,000) for consultancy
services by Hanover Investors. During the period Hanover Investors sold its 24.76% holding in the ordinary share
capital of Chapelthorpe plc. At 30 June 2011 an amount of £nil (2010: £nil) was owing to Hanover Investors.

During the period to 30 June 2011 Chapelthorpe plc was charged £101,389 (2010: £nil) by Bronsstadet AB, the
immediate parent company for consultancy services. At 30 June 2011 an amount of £101,389 (2010: £nil) was
owing to Bronsstadet AB.

During the period to 30 June 2011 Chapelthorpe plc was charged £68,959 (2010: £nil) by Browallia AB, a fellow
subsidiary company of Bronsstadet AB, for the services of Peter Gyllenhammar and Jan Holmstrom as directors
of the Company. Browallia AB also charged Chapelthorpe plc £30,000 (2010: £nil) for actuarial advice. At 30
June 2011 an amount of £30,683 (2010: £nil) was owing to Browallia AB.

During the period to 30 June 2011 Chapelthorpe plc charged Browallia Holdings Limited, a fellow subsidiary of
Bronsstadet AB, £6,484 (2010: £nil) for accounting services. At 30 June 2011 an amount of £5,224 (2010: £nil)
was owed by Browallia Holdings Limited. In the same period, Browallia Holdings Limited recharged Chapelthorpe
plc £6,919 (2010: £nil) for directors expenses. At 30 June 2011 an amount of £4,390 (2010: £nil) was owed to
Browallia Holdings Limited.
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Notes to the Consolidated Accounts
15 months ended 30 June 2011

30. Principal Group Companies

Country of
Company incorporation Business activity
Chapelthorpe plc England Holding and management company
Fibres
International Fibres Group Limited England
Asota GmbH (subsidiary)* Austria
Drake Extrusion, Inc. (subsidiary)* us
Drake Extrusion Limited (subsidiary)* England Producers of polypropylene staple fibre and
filament
Chapelthorpe plc holds the whole of the equity
share capital of the subsidiary companies either in
its own name or, where marked *, in the names of
subsidiaries.
A full list of all group companies is available from
the registered office.
Country of
Company incorporation Business activity
Specialist Coatings
Speciality Coatings (Darwen) Limited* (joint England Manufacturers of vinyl-base and plastisols for the
venture) wallcoverings industry

The Group has a 40% investment in this
company.

Peter Gyllenhammar AB, a company incorporated and registered in Sweden, is the ultimate holding company.
Bronsstadet AB, a company incorporated and registered in Sweden, is the immediate parent company and is the
largest group for which group accounts are prepared. Copies of consolidated financial statements for
Bronsstadet AB may be obtained from Bolagsverket, 851 81 Sundsvall, Sweden. P J P V Gyllenhammar is the
ultimate controlling party of all companies noted above at the date of signing the financial statements.
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Independent Auditor’s Report
to the members of Chapelthorpe plc

We have audited the Parent Company financial statements of Chapelthorpe plc for the 15 months ended 30 June
2011 which comprise the Parent Company Balance Sheet, and the related notes. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice).

Thisreporti s made sol ely to the bodyrnpaecargahce witim€hafter 3 of Part &6sof tlee
Companies Act 2006. Our audit work has been undertaken so that we m

those matterswe ar e required to state to them in an auditor’s rep«
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a b ohidyeport, fordor thecopinionsawe Havetformed.r k , f or t

Respective responsibilities of directors and auditors

As expl ained more fully i n Statément i oueantpage 6, the Rlieestroares i b i | i t i
responsible for the preparation of the Parent Company financial statements and for being satisfied that they give

a true and fair view. Our responsibility is to audit and express an opinion on the Parent Company financial

statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). Those
standards require us to comply with the Auditing Practices

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to

give reasonable assurance that the financial statements are free from material misstatement, whether caused by

fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the Parent
Company’s circumstances and have been consistently applied
significant accounting estimates made by the directors; and the overall presentation of the financial statements.

In addition, we read all the financial and non-financial information in the Annual Report to identify material
inconsistencies with the audited financial statements. If we become aware of any apparent material

misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the Parent Company financial statements:

give a true and fair view of the state ofthe Co mpany’ s a BOfJane20%1 as at
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

1 have been prepared in accordance with the requirements of the Companies Act 2006.

1
1

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors ’ Report f or tfdrwhiclh therParencGompanyp er i od
financial statements are prepared is consistent with the Parent Company financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, in our opinion:

1 adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us; or
1 the Parent Company financial statements are not in agreement with the accounting records and returns; or
f certain disclosures of directors’ remuneration specified
1 we have not received all the information and explanations we require for our audit.

Other matter

We have reported separately on the Group financial statements of Chapelthorpe plc for the 15 months ended 30
June 2011.

ELAINE OLSON-WILLIAMS FCCA

Peterbridge House (Senior Statutory Auditor)

The Lakes For and on behalf of

Northampton MACINTYRE HUDSON LLP

NN4 7HB Chartered Accountants & Statutory Auditor

24 November 2011
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Parent Company Balance Sheet
30 June 2011

30 June 2011 31 March 2010
Notes £000 £000

Fixed assets
Tangible assets
Investments

5 6 —
10 40,173 41,220

40,179 41,220

Current assets

Debtors 6 1,759 1,221
Cash at bank and in hand 1,032 3,316
2,791 4,537

Creditors
Amounts falling due within one year

7 (4,497) (8,677)

Net current liabilities

(1,706) (4,140)

Total assets less current liabilities
Creditors

Amounts falling due after more than one year
Provisions and other liabilities

38,473 37,080

(800) (800)
(357)  (1,010)

Net assets

37,316 35,270

Capital and reserves
Called up share capital
Share premium account
Capital redemption reserve
Capital reserve

Profit and loss account

11 10,202 10,202

9 1,251 1,251
9 487 487
9 9,204 9,204
9 16,172 14,126

Total shareholders’ funds

37,316 35,270

The financial statements on pages 43 to 48 were approved by the Directors on 15 November 2011 and were

signed on behalf of the Board by:

P J PV Gyllenhammar J G L Holmstrom

Chairman Director

Company Registered Number: 00468624
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Notes to the Parent Company Accounts
15 months ended 30 June 2011

1. Statement of accounting policies
Basis of accounting

These financial statements have been prepared on the going concern basis and under the historical cost
convention in accordance with the Companies Act 2006 and applicable accounting standards in the United
Kingdom.

Impairments

The carrying values of tangible fixed assets on the balance sheet are reviewed, where appropriate, in order to
consider whether any provision for impairment is necessary. Impairment provisions are calculated by comparing
the higher of net realisable value and value in use of the asset, using forecast cash flows discounted at the
Gr o u p '-tax weighted average cost of capital, with its carrying value.

Foreign currencies
Assets and liabilities denominated in foreign currency are translated into Sterling at the rates of exchange ruling
at the year end. Gains and losses from trading operations are included in operating profit.

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost less accumulated depreciation and provision for any impairment.

Depreciation on tangible fixed assets is provided on a straight line basis spreading the difference between cost
and residual value over the estimated lives of assets as follows:

Plant and equipment - 3to 15 years

Investments
Investments held as fixed assets are stated at cost less provision for any impairment.

Leased assets

Assets subject to finance leases, being those where the associated risks and rewards of ownership have
substantially transferred to the Company, are shown as fixed assets and depreciated over the shorter of the lease
term or asset life. The corresponding liability for the capital element is shown as a finance lease and the interest
element is charged against profits over the primary lease period. Rental costs relating to all other leases are
charged against profits on a straight line basis over the period of the lease.

Deferred taxation

Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to pay
more tax, or a right to pay less tax at a future date, at rates expected to apply when they crystallise, based on
current tax rates and law. Timing differences arise from the inclusion of items of income and expenditure in
taxation computations in periods different from those in which they are included in the financial statements.

Deferred tax assets are recognised to the extent that it is regarded as more likely than not that they will be
recovered. Deferred tax assets and liabilities are not discounted.

Pensions

The Company and other subsidiaries of the Group participate in a multi-employer defined benefit pension plan.
This plan is operated on a basis that does not enable individual companies to identify their share of the underlying
assets and liabilities and, in accordance with FRS 17, the Company accounts for its contributions to the plan as if
it were a defined contribution plan.

Contributions in respect of defined contribution schemes are charged to the profit and loss account in the year in
which they arise.

44



Notes to the Parent Company Accounts
15 months ended 30 June 2011

1. Statement of accounting policies continued

Cash flow statement

The Company has taken advantage of the exemption available under FRS 1 (revised 1996) not to prepare a cash
flow statement on the grounds that a Consolidated Cash Flow Statement is prepared.

Employee share ownership plans
The Company operates equity-settled, share-based compensation plans.

In the case of equity-settled plans the fair value of the employee service is based on the fair value of the equity
instruments at the date of grant. This expense is spread over the vesting period of the instrument based on the
Group’s estimate of t hestmauwilevwntually fest.sThecoreesponding erdrpis dredited
to equity.

2. Operating profit

Operating profit is after charging the following items:

15 months Year ended
ended 31 March 2010
30 June 2011

£000 £000
Depreciation 2 —
Auditors’ nmemuneratio

— audit services 17 17
— tax services 27 3
3. Employees

The average number of employees employed by the Company during the period was 4 (2010: 8).

Detai | s of Di r ect or pehsion enefits aer irrciuided in Note 2% to the consolidated accounts.

During the period no Directors (2010: nil) exercised share options.

4. Dividends

No ordinary dividends were paid or proposed in the period (2010:£nil)

Preference dividends of £46,000 (2010: £46,000) were declared and paid in the period.
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Notes to the Parent Company Accounts
15 months ended 30 June 2011

5. Tangible assets

Plant and
equipment
£000
Cost
At 1 April 2010 243
Additions 8
At 30 June 2011 251
Depreciation
At 1 April 2010 243
Charge for the period 2
At 30 June 2011 245
Net book value
At 30 June 2011 6

At 31 March 2010

6. Debtors

30 June 2011 31 March 2010

£000 £000

Amounts falling due within one year
Subsidiary companies 1,003 663
Other debtors 238 187
Prepayments and accrued income 52 54
Corporate tax recoverable 466 317
1,759 1,221

Interest is charged on balances with trading subsidiary companies at UK bank base rate plus 2.25%.

7. Creditors

30 June 2011 31 March 2010
£000 £000

Amounts falling due within one year
Subsidiary companies 3,922 8,092
Other taxes and social security costs 4 37
Other creditors 357 256
Accruals and deferred income 214 292
4,497 8,677

30 June 2011 31 March 2010

£000 £000
Amounts falling due after more than one year
Preference shares 800 800
800 800

Details of the preference shares can be found in Note 15 of the consolidated accounts.
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Notes to the Parent Company Accounts
15 months ended 30 June 2011

8. Provisions for liabilities and charges

Movements during the period

Provision for
vacant lease

£000
At 1 April 2010 1,010
Charged in period 75
Utilised (728)
At 30 June 2011 357

Deferred tax assets for unused losses of £1,627,000 (2010: £1,810,000) are only recognised to the extent that

there is sufficient evidence that these assets will be recoverable.

Deferred tax asset balances for capital losses in the UK amounting to £868,000 (2010: £935,000) have not been
recognised but would be available in the event of future capital gains being incurred by the Group.

9. Reserves
Capital Profit
Share redemption Capital and loss
premium reserve reserve account
£000 £000 £000 £000
At 1 April 2010 1,251 487 9,204 14,126
Exchange adjustment — — — 78
Profit for the period — — — 1,968
At 30 June 2011 1,251 487 9,204 16,172

As permitted by Section 408 of the Companies Act 2006, the Parent Company has not presented its own profit

and loss account.

The profit after taxation for the period of the Parent Company was £1,968,000 (2010: £1,878,000).

The capital reserve cannot be distributed.

At 30 June 2011 and 31 March 2010 the Employee Benefit Trust held 900,548 ordinary shares in the Company.
Included in the profit and loss reserve at both 30 June 2011 and 31 March 2010 is £345,000 in relation to the

value of own shares held by the Trust.
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Notes to the Parent Company Accounts
15 months ended 30 June 2011

10. Investments

Shares Loans Total
£000 £000 £000

Cost
At 1 April 2010 83,097 14,726 97,823
Exchange adjustments 78 — 78
Disposals (300) (5,787) (6,087)
At 30 June 2011 82,875 8,939 91,814
Amount provided
At 1 April 2010 41,877 14,726 56,603
Charge in period 825 — 825
Disposals — (5,787) (5,787)
At 30 June 2011 42,702 8,939 51,641
Net book value
At 30 June 2011 40,173 - 40,173
At 31 March 2010 41,220 - 41,220
The amounts provided during the periodar e based on the Directors’ assessment
investments.

Details of the principal subsidiary companies are listed on page 41.

11. Share capital

Details of share capital and share options are shown in Notes 21 and 28 to the consolidated accounts.
12. Financial risk management objectives and policies

A description of t hmanaGmentgbjecsvesfandrpalicies is provided iinghk Directors Report
on pages 5 and 6. These objectives and policies also apply to the Company.

13. Related party transactions

The Company is taking advantage of the exemption contained in FRS 8 not to disclose transactions with other
Group companies. All other related party transactions of the company are disclosed in Note 29 to the
consolidated accounts.

14. Contingent liabilities

The Company has guaranteed two leases in relation to property in which Drake Extrusion Limited and Speciality
Coatings (Darwen) Limited are tenants.

15. Ultimate holding company

Peter Gyllenhammar AB, a company incorporated and registered in Sweden, is the ultimate holding company.
Bronsstadet AB, a company incorporated and registered in Sweden, is the immediate parent company and is the
largest group for which group accounts are prepared. Copies of consolidated financial statements for
Bronsstadet AB may be obtained from Bolagsverket, 851 81 Sundsvall, Sweden. P J P V Gyllenhammar is the
ultimate controlling party of all companies noted above at the date of signing the financial statements.
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Old Mills Drighlington Bradford West Yorkshire BD11 1BY England
Tel: 0113 285 9020 Fax: 0113 285 9033
www.chapelthorpe.com
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