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GROUP INCOME STATEMENT
For the year ended 31 December 2008

2008 2007
Notes £m £m

Revenue 6 2,202.5 1,619.5
Manufacturing costs – raw materials (1,107.2) (797.4)

– other (508.1) (370.6)
Administration, selling and distribution costs (370.9) (281.9)

Trading profit 6 216.3 169.6
Restructuring and integration costs 9 (39.6) (5.8)
Inventory fair value adjustment 10 (2.6) –
Profit relating to non-current assets 11 3.4 7.0
Amortisation and impairment of intangible assets 23 (52.5) –
Curtailment gains relating to employee benefits 38 6.0 1.0

Profit from operations 6 131.0 171.8
Finance costs – ordinary activities 13 (85.3) (50.9)

– exceptional items 13 (2.2) –
Finance income 13 44.5 29.4
Share of post-tax profit of joint ventures 24 0.7 1.7
Net profit/(loss) on disposal of continuing operations 14 0.9 (0.4)

Profit before tax 89.6 151.6
Income tax costs – ordinary activities 15 (48.3) (39.9)

– exceptional items 15 8.1 (3.5)
Discontinued operations 16 – (0.3)

Profit for the year 49.4 107.9

Profit for the year attributable to:

Equity holders of the parent company 46.1 105.0
Minority interests 35 3.3 2.9

Profit for the year 49.4 107.9

Earnings per share from continuing operations, as restated 18

Basic earnings per share (pence) 3.3 8.0
Diluted earnings per share (pence) 3.3 8.0
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GROUP STATEMENT OF CASH FLOWS
For the year ended 31 December 2008

2008 2007
Notes £m £m

Cash flows from operating activities

Cash generated from operations 19 206.6 115.2
Interest paid (41.4) (24.9)
Interest received 7.2 5.8
Income taxes paid (52.0) (26.7)

Net cash inflow from operating activities 120.4 69.4

Cash flows from investing activities

Purchase of property, plant and equipment (72.8) (59.9)
Proceeds from the sale of property, plant and equipment 2.2 10.5
Proceeds from the sale of investments 14.7 –
Purchase of property classified as held for sale – (9.0)
Proceeds from the sale of property classified as held for sale – 12.7
Acquisition of subsidiaries and joint ventures, net of cash acquired 42 (502.2) (14.0)
Disposal of subsidiaries and joint ventures, net of cash disposed of 43 21.2 24.8
Dividends received from joint ventures 0.4 1.3
Other investing outflows, including additional costs for prior years’ disposals (2.1) (11.6)
Net cash outflow from investing activities (538.6) (45.2)

Net cash (outflow)/inflow before financing activities (418.2) 24.2

Cash flows from financing activities

Repayment of borrowings 21 - (93.0)
Increase in borrowings 21 365.6 14.2
Settlement of forward foreign exchange contracts 18.3 (20.0)
Proceeds from the issue of share capital 0.1 152.5
Purchase of treasury shares (3.9) –
Proceeds from the sale of treasury shares 0.3 –
Borrowing facility arrangement costs (6.0) (4.8)
Dividends paid to equity shareholders 17 (31.0) (21.7)
Dividends paid to minority shareholders (2.1) (1.8)
Net cash inflow from financing activities 341.3 25.4

Net (decrease)/increase in cash and cash equivalents 21 (76.9) 49.6
Cash and cash equivalents at 1 January 153.2 105.0
Effect of exchange rate fluctuations on cash and cash equivalents 29.3 (1.4)

Cash and cash equivalents at 31 December 20 105.6 153.2

Free cash flow:

Net cash inflow from operating activities 120.4 69.4
Additional funding contributions into Group pension plans 25.0 28.1
Purchase of property, plant and equipment (72.8) (59.9)
Proceeds from the sale of property, plant and equipment 2.2 10.5
Dividends received from joint ventures 0.4 1.3
Dividends paid to minority shareholders (2.1) (1.8)

Free cash flow 3.22 73.1 47.6
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GROUP BALANCE SHEET
As at 31 December 2008

2008 2007
Notes £m £m

Assets
Property, plant and equipment 22 446.6 254.7
Intangible assets 23 1,187.6 430.8
Employee benefits – net surpluses 38 70.6 –
Interests in joint ventures 24 22.2 14.2
Investments 25 10.2 16.3
Income tax recoverable – 3.0
Deferred tax assets 26 14.8 8.9
Other receivables 12.1 7.6
Total non-current assets 1,764.1 735.5

Cash and short-term deposits 20 115.8 167.4
Inventories 28 331.6 201.4
Trade and other receivables 27 479.0 355.9
Income tax recoverable 1.0 0.8
Derivative financial instruments 29 6.7 0.3
Assets classified as held for sale 30 0.3 –
Total current assets 934.4 725.8

Total assets 2,698.5 1,461.3

Equity
Issued share capital 31 21.3 21.3
Share premium account 32 8.1 8.0
Other reserves 33 192.1 (0.2)
Retained earnings 34 753.1 724.9
Total parent company shareholders’ equity 974.6 754.0
Minority interests 35 17.6 11.9

Total equity 992.2 765.9

Liabilities
Interest-bearing loans and borrowings 36 786.4 199.3
Employee benefits – net liabilities 38 165.9 96.1
Other payables 40 23.7 13.0
Provisions 41 37.7 24.5
Derivative financial instruments 29 24.3 –
Deferred tax liabilities 26 134.5 23.5
Total non-current liabilities 1,172.5 356.4

Interest-bearing loans and borrowings 36 61.1 18.7
Trade and other payables 40 344.6 258.6
Income tax payable 59.3 41.5
Provisions 41 29.5 17.9
Derivative financial instruments 29 39.3 2.3
Total current liabilities 533.8 339.0

Total liabilities 1,706.3 695.4

Total equity and liabilities 2,698.5 1,461.3

The financial statements were authorised for issue by the Directors on 9 March 2009 and signed on their behalf by:

Robert Beeston Chairman Mike Butterworth Group Finance Director
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GROUP STATEMENT OF RECOGNISED INCOME AND EXPENSE
For the year ended 31 December 2008

2008 2007
Notes £m £m

Exchange differences on translation of the net assets of foreign operations 377.8 27.3
Exchange translation differences arising on net investment hedges 33 (166.8) (10.1)
Change in fair value of cash flow hedges 33 (11.7) (0.3)
Actuarial gain on employee benefits plans 34 33.7 23.5
Change in fair value of available-for-sale investments recognised directly in equity 33 2.5 1.0
Change in the value of available-for-sale investments transferred to profit for the year 33 (6.5) –
Income tax on items recognised directly in equity 15 (20.5) (0.3)

Net income recognised directly in equity 208.5 41.1
Profit for the year 49.4 107.9

Total recognised income and expense for the year 257.9 149.0

Total recognised income and expense for the year attributable to:

Equity holders of the parent company 252.2 145.0
Minority interests in – profit for the year 35 3.3 2.9

– foreign exchange translation differences 35 2.4 1.1

Total recognised income and expense for the year 257.9 149.0
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Cookson Group plc is a public limited company registered in England and Wales and listed on the London Stock Exchange. Its
registered address is shown on page 126. The nature of the Group’s operations and its principal activities are set out in the
Operating Review on pages 12 to 21.

The financial statements, which were authorised by the Directors for issue on 9 March 2009, are presented in millions of
pounds sterling, which is the functional currency of the Company. Foreign operations are included in accordance with the policies
set out in note 3.6.

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards as
adopted by the EU (“IFRS”). The financial statements of the Company-only have been prepared in accordance with United
Kingdom Generally Accepted Accounting Practice (“UK GAAP”), as disclosed in note 1 to the Company financial statements.

2.1 NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

IFRS 8, Operating Segments, which is effective for accounting periods beginning on or after 1 January 2009, has been adopted
early by the Group. IFRS 8 sets out requirements for disclosure of financial information about the Group’s operating segments
and replaces International Accounting Standard (“IAS”) 14, Segment Reporting. IFRS 8 requires segment information to be
disclosed based upon the Group’s internal reporting to management. This change in accounting policy has no impact upon the
Group’s previously reported net cash flows, financial position, total recognised income and expense or earnings per share. The
Group’s segment information is disclosed in note 6.

The following amendments to standards and interpretations have all been endorsed by the EU, are all effective for accounting
periods beginning on or after 1 January 2008 and have been adopted by the Group in these consolidated financial statements.
None of these amendments and interpretations has a material impact upon the results or net assets of the Group.
• Amendments to IAS 39 and IFRS 7 – Reclassification of Financial Instruments;
• IFRIC 11, IFRS 2 – Group and Treasury Share Transactions; and
• IFRIC 14, IAS 19 – The limit of Defined Benefit Asset, Minimum Funding Requirements and their Interaction.

2.2 STANDARDS, AMENDMENTS AND INTERPRETATIONS THAT ARE NOT YET EFFECTIVE

The following revised and amended standards and interpretations, which have all been endorsed by the EU and are available for
early adoption, have not been early adopted by the Group in these consolidated financial statements.
• IAS 1 (Revised), Presentation of Financial Statements, is effective for accounting periods beginning on or after 1 January 2009

and will be adopted by the Group in its 2009 annual report. IAS 1 (Revised) introduces the term “total comprehensive income”,
a measure that includes all components of profit or loss as currently reported in the Group Income Statement, together with all
items of income and expense not recognised in profit or loss, as currently reported in the Group Statement of Recognised
Income and Expense. In future, the Company’s consolidated financial statements must include a Group Statement of
Comprehensive Income and a Group Statement of Changes in Equity. The adoption of IAS 1 (Revised) will have no impact upon
the Group’s net cash flows, financial position, total recognised income and expense or earnings per share.

• IAS 23 (Revised), Borrowing Costs, is effective for accounting periods beginning on or after 1 January 2009 and will be adopted
by the Group in its 2009 annual report. The main change introduced by IAS 23 (Revised) is the removal of the option of
immediately recognising as an expense borrowing costs that relate to assets that take a substantial period of time to get ready
for use or sale. The Group’s current policy in relation to borrowing costs, shown in note 3.10 below, is to recognise them in the
income statement using the effective interest rate method. The adoption of IAS 23 (Revised) is not expected to have a significant
impact upon the Group’s net cash flows, financial position, total recognised income and expense or earnings per share.

• Amendments to IAS 32, Financial Instruments: Presentation, and IAS 1, Presentation of Financial Statements, relating to
puttable financial instruments and obligations arising on liquidation are effective for accounting periods beginning on or after
1 January 2009 and will be adopted by the Group in its 2009 annual report. The adoption of these amendments will have no
impact upon the Group’s net cash flows, financial position, total recognised income and expense or earnings per share.

• Amendments to IFRS 1, First-time Adoption of International Financial Reporting Standards, and IAS 27, Consolidated and
Separate Financial Statements, are effective for accounting periods beginning on or after 1 January 2009 and will be adopted
by the Group in its 2009 annual report. The adoption of these amendments, which relate to the measurement of the initial cost
of investment in subsidiaries in the financial statements of the Company-only, will have no impact upon the Group’s net cash
flows, financial position, total recognised income and expense or earnings per share.

• Amendment to IFRS 2, Share-based Payment, is effective for accounting periods beginning on or after 1 January 2009 and will
be adopted by the Group in its 2009 annual report. The amendment to IFRS 2 clarifies that vesting conditions are service
conditions and performance conditions only; other features of a share-based payment are not vesting conditions. It also
specifies that all cancellations, whether by the entity or by other parties, should receive the same accounting treatment. The
adoption of the amendment to IFRS 2 is not expected to have a significant impact upon the Group’s net cash flows, financial
position, total recognised income and expense or earnings per share.
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2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (CONTINUED)

2.2 STANDARDS, AMENDMENTS AND INTERPRETATIONS THAT ARE NOT YET EFFECTIVE (CONTINUED)

• IFRIC 13, Customer Loyalty Programmes, is effective for accounting periods beginning on or after 1 July 2008 and will be
adopted by the Group in its 2009 annual report. IFRIC 13, which addresses accounting by entities that grant loyalty award credits
to customers who buy other goods or services, will have no impact upon the Group’s net cash flows, financial position, total
recognised income and expense or earnings per share.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 BASIS OF ACCOUNTING

With the exception of certain items noted below, which are carried at fair value, the consolidated financial statements have been
prepared under the historical cost convention.

The consolidated financial statements for the year ended 31 December 2008 have been prepared in accordance with the
Companies Act 1985 and IFRS, having been prepared in accordance with IFRS for the first time in 2005.

3.2 BASIS FOR PREPARATION OF FINANCIAL STATEMENTS ON A GOING CONCERN BASIS

Information on the business environment in which the Group operates, including the factors that are likely to impact the future
prospects of the Group, are included in the Chief Executive’s Review on pages 10 and 11 and the Operating Review on pages 12 to
21. The principal risks and uncertainties that the Group faces throughout its global operations are included in the Corporate
Governance Report on pages 32 to 39. The financial position of the Group, its cash flows, liquidity position and debt facilities are
described in the Financial Review on pages 22 to 27. In addition, notes 4 and 37 to the consolidated financial statements set out
the Group’s objectives, policies and processes for managing its capital; financial risks; financial instruments and hedging
activities; and its exposures to credit, market (both currency and interest rate-related) and liquidity risk. Further details of the
Group’s cash balances and borrowings are included in notes 20 and 36 to the consolidated financial statements.

The Group has two committed debt facilities, approximately £680m of syndicated bank facilities and approximately £250m
of US Private Placement loan notes. These facilities, which together total approximately £930m, have no significant debt
maturities in 2009, with the principal maturities due in 2011 and 2012, and contain a number of financial covenants with which
the Group is required to comply. In March 2009, the Group completed a rights issue which raised proceeds (net of expenses) of
£241m which were used to repay gross borrowings. This rights issue significantly strengthens the Group’s financial position.

The Directors have prepared cash flow forecasts for the Group for a period in excess of twelve months from the date of
approval of these consolidated financial statements. These forecasts reflect an assessment of current end-market conditions,
their impact on the Group’s future trading performance and the actions taken by management in response to the difficult market
conditions. The forecasts completed on this basis show that the Group will be able to operate within the current committed debt
facilities and show continued compliance with the financial covenants. In addition, management has considered various
mitigating actions that could be taken in the event that end-market conditions are worse than their current assessment. Such
measures include further reductions in costs, further reductions in capital expenditure and further reductions in those items of
working capital within management’s control.

On the basis of the exercise as described above and the available committed debt facilities, the Directors have a reasonable
expectation that the Group and Company have adequate resources to continue in operational existence for the foreseeable
future. Accordingly, they continue to adopt a going concern basis in preparing the financial statements of the Group and the
Company.

3.3 DISCLOSURE OF EXCEPTIONAL ITEMS

IAS 1, Presentation of Financial Statements, provides no definitive guidance as to the format of the income statement, but states
key lines which should be disclosed. It also encourages the disclosure of additional line items and the re-ordering of items
presented on the face of the income statement when appropriate for a proper understanding of the entity’s financial
performance. In keeping with the spirit of this aspect of IAS 1, the Company has adopted a policy of disclosing separately on the
face of its Group Income Statement the effect of any components of financial performance considered by the Directors to be
exceptional, or for which separate disclosure would assist both in a better understanding of the financial performance achieved
and in making projections of future results.

Both materiality and the nature and function of the components of income and expense are considered in deciding upon such
presentation. Such items may include, inter alia, the financial effect of major restructuring and integration activity, inventory fair
value adjustments, profits or losses on sale or impairment of non-current assets, amortisation and impairment charges relating
to intangible assets, curtailment gains or losses relating to employee benefits, finance costs, any profits or losses arising on
business disposals, and other items, including the taxation impact of the aforementioned items, which have a significant impact
on the Group’s results of operations either due to their size or nature.

The line item description in the Group Income Statement “rationalisation of operating activities” that appeared in previous
reports has been changed to “restructuring and integration costs”. The new description more closely reflects the nature of the
costs being reported on this line. This change in presentation has no impact upon the Group’s previously reported net cash flows,
financial position, total recognised income and expense or earnings per share.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.4 BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the
Company (its subsidiaries). Control exists when the Company has the power to govern the financial and operating policies of an
entity so as to obtain benefits from its activities. The results of subsidiaries acquired or disposed of during the year are included
in the Group Income Statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line
with those detailed herein to ensure that the Group financial statements are prepared on a consistent basis. All intra-Group
transactions, balances, income and expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are identified separately from the Group’s interest therein.
Minority interests consist of the amount of those interests at the date of the original business combination and the minority’s
share of changes in equity since the date of the combination. Losses applicable to the minority in excess of the minority’s interest
in the subsidiary’s equity are allocated against the interests of the Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover the losses.

3.5 BUSINESS COMBINATIONS

The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is measured at the
aggregate of the fair values, at the date of acquisition, of assets given, liabilities incurred or assumed and equity instruments
issued by the Group in exchange for control of the acquiree, plus any costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under IFRS 3, Business
Combinations, are recognised at their fair values at the acquisition date, except for non-current assets (or disposal groups) that
are classified as held for sale in accordance with IFRS 5, Non-Current Assets Held for Sale and Discontinued Operations, which
are recognised and measured at fair value less costs to sell.

Goodwill arising on acquisition, being the excess of the cost of the business combination over the Group’s interest in the net
fair value of the recognised identifiable assets, liabilities and contingent liabilities, is recognised as an asset and initially measured
at cost. If the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds
the cost of the business combination, the excess is recognised immediately in the income statement. The Group took advantage
of the exemption under IFRS 1, First Time Adoption of International Financial Reporting Standards, not to restate all business
combinations prior to 1 January 2005 in line with the requirements of IFRS 3.

3.6 FOREIGN CURRENCIES

The individual financial statements of each Group entity are prepared in their functional currency, which is the currency of the
primary economic environment in which that entity operates. For the purpose of the consolidated financial statements, the
results and financial position of each entity are translated into pounds sterling, which is the presentational currency of the Group.

(a) Reporting foreign currency transactions in functional currency
Transactions in currencies other than the entity’s functional currency (foreign currencies) are initially recorded at the rates
of exchange prevailing on the dates of the transactions. At each subsequent balance sheet date:
(i) Foreign currency monetary items are retranslated at the rates prevailing at the balance sheet date. Exchange differences

arising on the settlement or retranslation of monetary items are recognised in the income statement;
(ii) Non-monetary items measured at historical cost in a foreign currency are not retranslated; and
(iii) Exchange differences arising on the retranslation of non-monetary items carried at fair value are included in the income

statement except for differences arising on the retranslation of non-monetary items in respect of which gains and losses
are recognised directly in equity, in which case any exchange component of that gain or loss is also recognised directly in
equity.

(b) Translation from functional currency to presentation currency
When the functional currency of a Group entity is different from the Group’s presentational currency (pounds sterling), its
results and financial position are translated into the presentational currency as follows:
(i) Assets and liabilities are translated using exchange rates prevailing at the balance sheet date;
(ii) Income and expense items are translated at average exchange rates for the year, except where the use of such an average

rate does not approximate the exchange rate at the date of the transaction, in which case the transaction rate is used;
and

(iii) All resulting exchange differences are recognised in translation reserves as a separate component of equity and are
recognised in the income statement in the period in which the foreign operation is disposed of.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.6 FOREIGN CURRENCIES (CONTINUED)

(c) Net investment in foreign operations
Exchange differences arising on a monetary item that forms part of a reporting entity’s net investment in a foreign operation
are recognised in the income statement in the separate financial statements of the reporting entity or the foreign operation
as appropriate. In the consolidated Group financial statements such exchange differences are initially recognised in
translation reserves as a separate component of equity and subsequently recognised in the income statement on disposal of
the net investment.

3.7 REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration received or receivable for goods supplied and services rendered to
customers, after deducting sales allowances and value-added taxes. Revenue is recognised when the risk of loss transfers to the
customer, depending on individual customer terms at the time of despatch, delivery or upon formal customer acceptance.
Provision is made for returns where appropriate.

3.8 EMPLOYEE BENEFITS

The Group operates a number of pension plans, both of the defined contribution and defined benefit type.

(a) Defined contribution pension plans
Contributions to the Group’s defined contribution plans are recognised as employee benefits expense when they fall due.
Prepaid contributions are recognised as an asset to the extent that they result in either a cash refund or a reduction in future
payments. Outstanding contributions are recognised as a liability within accruals.

(b) Defined benefit pension plans
The net surplus or net liability recognised in the balance sheet for the Group’s defined benefit pension plans is the present
value of the defined benefit obligation at the balance sheet date as adjusted for unrecognised past service cost, less the fair
value of the plan assets. The defined benefit obligation is calculated by independent actuaries using the projected unit credit
method and by discounting the estimated future cash flows using interest rates on high quality corporate bonds that have
terms to maturity approximating the terms of the related pension liability. Any asset recognised in respect of a surplus arising
from this calculation is limited to the sum of unrecognised past service costs plus the present value of available refunds and
reductions in future contributions to the plan.

Pension expense for the Group’s defined benefit plans is recognised as follows:
(i) Within trading profit: Current service cost – representing the increase in the present value of the defined benefit

obligation resulting from employee service in the current year; and

Past service cost – representing the increase in the present value of the defined benefit obligation
resulting from employee service in prior periods that arises from changes made to the benefits
under the plans in the current year. To the extent that the changes to benefits vest immediately,
past service costs are recognised immediately, otherwise they are recognised on a straight-line
basis over the vesting period.

(ii) Within finance costs: Interest cost on the liabilities of the plans – calculated by reference to the plan liabilities and discount
rate at the beginning of the year and allowing for changes during the year.

(iii) Within finance income: Expected return on the assets of the plans – calculated by reference to the plan assets and long-
term expected rate of return at the beginning of the year and allowing for changes during the year.

(iv) Within the Statement of Recognised Income and Expense: Actuarial gains and losses arising on the assets and liabilities
of the plans.

(v) Gains and losses arising on settlements and curtailments are recognised in the income statement in the same line as the
item that gave rise to the settlement or curtailment is recognised or, if material, separately reported as a component of
profit from operations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.8 EMPLOYEE BENEFITS (CONTINUED)

(c) Share-based payments
The Group operates a number of different share-based payment arrangements for its employees of both the equity-settled
and cash-settled type.

Equity-settled share-based payments are measured at fair value at the date of grant. The fair value determined at the
date of grant takes account of the effect of market-based conditions, such as the Total Shareholder Return (“TSR”), and is
expensed on a straight-line basis over the vesting period with a corresponding increase in equity. The cumulative expense
recognised is adjusted for the best estimate of the number of shares that will eventually vest and for the effect of other non
market-based vesting conditions, such as growth in headline earnings per share, which are not included in the fair value
determined at the date of grant. For grants with market-based conditions attaching to them, fair value is measured using a
form of stochastic option pricing model. For consistency, this method has also been used to value executive share options
and stock appreciation rights granted to executives whose options are not subject to the additional market-based
performance conditions. For all other grants, fair value is measured using the Black-Scholes model.

For cash-settled share-based payments, the fair value of the amount payable to the employee is recognised as an expense
with a corresponding increase in liabilities. The fair value of the amount payable is initially measured at grant date using a
form of stochastic option pricing model and spread over the period during which the employees become unconditionally
entitled to payment. The liability is remeasured at each balance sheet date and at settlement date. Any changes in the fair
value of the liability are recognised in the income statement.

3.9 RESEARCH AND DEVELOPMENT COSTS

Expenditure on research activities is recognised in the income statement as an expense in the year in which it is incurred.
Expenditure on development activities is capitalised if the product or process is technically and commercially feasible and the

Group has sufficient resources to complete development. All other development expenditure is recognised in the income
statement as an expense in the year in which it is incurred. Capitalised development expenditure is stated at cost less
accumulated amortisation and impairment losses.

3.10 BORROWING COSTS

Borrowing costs, comprising interest on bank loans and overdrafts, finance lease obligations, the unwinding of the discount on
provisions and the costs incurred in connection with the arrangement of borrowings, are recognised in the income statement
using the effective interest rate method.

3.11 TAXATION

The tax expense represents the sum of current tax and deferred tax.
Current tax is based on taxable profit for the year. Taxable profit differs from profit before tax as reported in the income

statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates and laws that have
been enacted, or substantively enacted, by the balance sheet date.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable profit and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and interests
in joint ventures, except where the Group is able to control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is
realised, based on tax rates and laws that have been enacted, or substantively enacted, by the balance sheet date. Deferred tax
is charged or credited to the income statement, except when it relates to items charged or credited directly to equity, in which
case the associated deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle
its current tax assets and liabilities on a net basis.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.12 PROPERTY, PLANT AND EQUIPMENT

Freehold land is carried at cost less accumulated impairment losses. Other items of property, plant and equipment are carried at
cost less accumulated depreciation and accumulated impairment losses. Subsequent costs are capitalised only when it is
probable that they will result in future economic benefits flowing to the Group and when they can be measured reliably. All other
repairs and maintenance expenditure is charged to the income statement in the period in which it is incurred.

Freehold land is not depreciated as it has an infinite life. Depreciation on other items of property, plant and equipment begins
when the asset is available for use and is charged to the income statement on a straight-line basis so as to write off the cost less
residual value of the asset over its estimated useful life as follows:

Asset category Estimated useful life

Freehold property Between 10 and 50 years
Leasehold property The term of the lease
Plant and machinery – motor vehicles Between 1 and 5 years

– information technology equipment Between 1 and 5 years
– other Between 5 and 15 years

The depreciation method used, residual values and estimated useful lives are reviewed and changed, if appropriate, at least at
each financial year-end. Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assets or, where shorter, over the term of the relevant lease. An asset’s carrying amount is written down immediately to
its recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount, as described in note 3.15.
Gains and losses arising on disposals are determined by comparing sales proceeds with carrying amount and are recognised in
the income statement.

3.13 GOODWILL

Goodwill arising on the acquisition of a subsidiary or associate represents the excess of the cost of acquisition over the Group’s
interest in the net fair value of the identifiable assets, liabilities and contingent liabilities of the subsidiary or associate recognised
at the date of acquisition.

Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment
losses. Impairment testing is carried out annually, as described in notes 3.15, 5.2 and 23. On disposal of a subsidiary or an
associate, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

3.14 INTANGIBLE ASSETS OTHER THAN GOODWILL

Intangible assets other than goodwill are recognised on business combinations if they are separable, or if they arise from
contractual or other legal rights, and their fair value can be measured reliably. They are amortised over their estimated useful
lives, as follows:

Asset category Estimated useful life

Customer relationships 20 years

Trade names 20 years

Intellectual property rights 10 years

Other Between 5 and 10 years
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.15 IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS

An impairment loss is recognised to the extent that the carrying amount of an asset or cash-generating unit exceeds its
recoverable amount.

The recoverable amount of an asset or cash-generating unit is the higher of (i) its fair value less costs to sell and (ii) its value
in use, which is the present value of the future cash flows expected to be derived from the asset or cash-generating unit,
discounted using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset or cash-generating unit.

Impairment losses are recognised immediately in the income statement.

(a) Goodwill
Goodwill acquired in a business combination is allocated to each of the Group’s cash-generating units expected to benefit
from the synergies of the combination. The Group’s cash-generating units are disclosed in note 23 and represent the lowest
level within the Group at which goodwill is monitored. Cash-generating units to which goodwill has been allocated are tested
for impairment annually, or more frequently when there is an indication that the cash-generating unit may be impaired.

If the recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the resulting
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other
assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit.

An impairment loss recognised for goodwill is not reversed in a subsequent period.

(b) Other tangible and intangible assets
At each balance sheet date, the Group reviews the carrying amount of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent, if any, of the impairment loss. Where it is not possible to
estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating
unit to which the asset belongs.

An impairment loss recognised in a prior year for an asset other than goodwill may be reversed where there has been a
change in the estimates used to measure the asset’s recoverable amount since the impairment loss was recognised. Where
an impairment loss is subsequently reversed, the carrying amount of the asset or cash-generating unit is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset or cash-generating unit in prior
years. A reversal of an impairment loss for tangible and intangible assets other than goodwill is recognised immediately in
the income statement.

3.16 INTERESTS IN JOINT VENTURES

A joint venture is a contractual arrangement whereby the Group and one or more other parties undertake an economic activity
that is subject to joint control. Joint control exists when the strategic financial and operating policy decisions relating to the
activity require the unanimous consent of the parties sharing control.

The Group conducts its joint venture arrangements through jointly controlled entities and accounts for them using the equity
method of accounting, except when the investment is classified as held for sale, in which case it is accounted for under IFRS 5.
Where the Group transacts with its jointly controlled entities, unrealised profits and losses are eliminated to the extent of the
Group’s interest in the joint venture.

3.17 INVENTORIES

Inventories are stated at the lower of cost (using the first-in, first-out method) and net realisable value.
Cost comprises expenditure incurred in purchasing or manufacturing inventories together with all other costs directly

incurred in bringing the inventory to its present location and condition and, where appropriate, attributable production overheads
based on normal activity levels. Net realisable value represents the estimated selling price less all estimated costs of completion
and costs to be incurred in marketing, selling and distribution. The amount of any write-down of inventories to net realisable value
is recognised as an expense in the year in which the write-down occurs.

In addition to the inventory recorded in the balance sheet, the Group holds precious metals under consignment
arrangements, further details of which are given in note 28.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.18 NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS

Non-current assets (or a collection of assets and liabilities in a disposal group) are separately classified as held for sale in the
balance sheet when their carrying value will be recovered principally through a sale transaction rather than through continuing
use.

Immediately prior to being classified as held for sale the measurement of the assets (and all assets and liabilities in a disposal
group) is brought up to date in accordance with applicable IFRS. Then, on initial classification as held for sale, non-current assets
and disposal groups are recognised at the lower of carrying amount and fair value less costs to sell. Impairment losses on initial
classification as held for sale are included in profit or loss, as are gains and losses on subsequent remeasurement.

Discontinued operations are those operations that can be clearly distinguished from the rest of the Group, both operationally
and for financial reporting purposes, that have either been disposed of or classified as held for sale and which represent a
separate major line of business or geographical area of operations.

3.19 LEASES

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases.

(a) Finance leases
Assets held under finance leases are recognised as assets of the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is included in the balance
sheet as a finance lease obligation. Lease payments are apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
to the income statement.

(b) Operating leases
Rentals payable under operating leases are charged to the income statement on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as an incentive to enter into an operating lease are also spread on a straight-
line basis over the lease term.

3.20 FINANCIAL INSTRUMENTS

Financial assets and liabilities are recognised in the Group Balance Sheet when the Group becomes a party to the contractual
provisions of the instrument.

(a) Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

(b) Derivative financial instruments
The Group uses derivative financial instruments in the form of forward foreign currency contracts and interest rate swaps to
manage the effects of its exposure to fluctuations in foreign exchange and interest rates on its borrowings. In accordance
with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes.

Derivative financial instruments are measured at fair value. The method of recognising the gain or loss on remeasurement
to fair value depends on whether the derivative is designated as a hedging instrument and, if so, the nature of the item being
hedged (note 4.2).

The fair value of forward foreign currency contracts is their quoted market price at the balance sheet date. The fair value
of interest rate swaps is the estimated amount that the Group would receive or pay to terminate the swap at the balance sheet
date, taking into account current interest rates and the creditworthiness of the swap counterparties.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.20 FINANCIAL INSTRUMENTS (CONTINUED)

(c) Non-derivative financial instruments
Non-derivative financial instruments include investments in equity and debt securities, trade and other receivables, cash and
cash equivalents, loans and borrowings, and trade and other payables.

Cash and cash equivalents comprise cash on hand, demand deposits and short-term highly liquid investments with
maturities of three months or less that are readily convertible to a known amount of cash and are subject to an insignificant
risk of changes in value. Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash
management are included as a component of cash and cash equivalents for the purpose of the Group Statement of Cash
Flows. Loans and borrowings comprise secured and unsecured loans and obligations under finance leases (note 3.19).

Non-derivative financial instruments are initially recognised at fair value plus directly attributable transaction costs.
The Group’s investments in equity and debt securities are classified as available-for-sale investments. Subsequent to

initial recognition they are measured at fair value and changes therein are recognised directly in equity. When an investment
is derecognised, the cumulative gain or loss in equity is transferred to profit or loss.

All other non-derivative financial instruments are measured at amortised cost using the effective interest method, less
any impairment losses.

3.21 PROVISIONS

Provisions are recognised when the Group has a present obligation as a result of a past event and it is probable that the Group
will be required to settle that obligation. Provisions are measured at the Directors’ best estimate of the expenditure required to
settle the obligation at the balance sheet date. Where the effect of the time value of money is material, provisions are discounted
using a pre-tax discount rate that reflects both the current market assessment of the time value of money and the specific risks
associated with the obligation. Where discounting is used, the increase in the provision due to the passage of time is recognised
as an interest expense (note 3.10).

3.22 USE OF NON-GAAP FINANCIAL MEASURES

The Company uses a number of non-Generally Accepted Accounting Practice (“non-GAAP”) financial measures in addition to
those reported in accordance with IFRS. Because IFRS measures reflect all items which affect reported performance, the
Directors believe that certain non-GAAP measures, which reflect what they view as the underlying performance of the Group, are
important and should be considered alongside the IFRS measures. The following non-GAAP measures are referred to in this
annual report.

(a) Net sales value
Net sales value is calculated as the total of revenue less the amount included therein related to any precious metal
component. The Directors believe that net sales value provides an important measure of the underlying sales performance
of the Group’s Precious Metals division.

(b) Return on sales and return on net sales value
Return on sales is calculated as trading profit divided by revenue. Return on net sales value is calculated as trading profit
divided by net sales value. The Directors believe that return on sales provides an important measure of the underlying trading
performance of the Group and the Group’s Ceramics and Electronics divisions and that return on net sales value provides an
important measure of the underlying trading performance of the Group’s Precious Metals division.

(c) Underlying revenue growth
Underlying revenue growth measures the organic growth in revenue from one year to the next after eliminating the effects
of changes in exchange rates and metals prices and the effects of business acquisitions, disposals and closures. The Directors
believe that underlying revenue growth gives an important measure of the organic revenue generation capacity of the Group.

(d) Trading profit
Trading profit, defined as profit from operations before restructuring and integration costs, inventory fair value adjustments,
profits or losses relating to non-current assets, charges relating to the amortisation and impairment of intangible assets and
curtailment gains or losses relating to employee benefits, is separately disclosed on the face of the Group Income Statement.
The Directors believe that trading profit is an important measure of the underlying trading performance of the Group.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.22 USE OF NON-GAAP FINANCIAL MEASURES (CONTINUED)

(e) Headline profit before tax
Headline profit before tax is calculated as the net total of trading profit, plus the Group’s share of post-tax profit of joint
ventures and total net finance costs associated with ordinary activities. The Directors believe that headline profit before tax
provides an important measure of the underlying financial performance of the Group.

(f) Headline earnings per share
Headline earnings per share is calculated as the net total of trading profit, plus the Group’s share of post-tax profit of joint
ventures and total net finance costs and income tax costs associated with ordinary activities, less profit attributable to
minority interests, divided by the weighted average number of ordinary shares in issue during the year. The Directors believe
that headline earnings per share provides an important measure of the underlying earnings capacity of the Group.

(g) Free cash flow
Free cash flow, defined as net cash flow from operating activities after net outlays for the purchase and sale of property, plant
and equipment, dividends from joint ventures and dividends paid to minority shareholders, but before additional funding
contributions to Group pension plans, is disclosed on the face of the Group Statement of Cash Flows. The Directors believe
that free cash flow gives an important measure of the underlying cash generation capacity of the Group.

(h) Average working capital to sales ratio
The average working capital to sales ratio is calculated as the percentage of average working capital balances (being
inventories, trade and other receivables and trade and other payables) for a year to the reported revenue for that year. The
Directors believe that the average working capital to sales ratio provides an important measure of the underlying
effectiveness with which working capital balances are managed throughout the Group.

(i) EBITDA
EBITDA is calculated as the total of trading profit before depreciation charges. The Directors believe that EBITDA provides an
important measure of the underlying financial performance of the Group.

(j) Net interest
Net interest is calculated as interest payable on borrowings less interest receivable, excluding any item therein considered by
the Directors to be exceptional.

(k) Interest cover
Interest cover is the ratio of EBITDA to net interest. The Directors believe that interest cover provides an important measure
of the underlying financial position of the Group.

(l) Net debt
Net debt comprises the net total of current and non-current interest-bearing loans and borrowings and cash and short-term
deposits. The Directors believe that net debt is an important measure as it shows the Group’s aggregate net indebtedness to
banks and other external financial institutions.

(m) Net debt to EBITDA
Net debt to EBITDA is the ratio of net debt at the year-end to EBITDA for that year. The Directors believe that net debt to
EBITDA provides an important measure of the underlying financial position of the Group.

(n) Return on net assets
Return on net assets (“RONA”) is calculated as trading profit plus the Group’s share of post-tax profit of joint-ventures divided
by average operating net assets (being property, plant and equipment, trade working capital and other operating receivables
and payables). The Directors believe that RONA provides an important measure of the underlying financial performance of
the Group’s divisions.

(o) Return on investment
Return on investment (“ROI”) is calculated as trading profit plus the Group’s share of post-tax profit of joint-ventures divided
by invested capital (being shareholders’ funds plus net debt, employee benefits net surpluses and net liabilities and goodwill
previously written-off to, or amortised against, reserves). The Directors believe that ROI provides an important measure of
the underlying financial performance of the Group.
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4. FINANCIAL RISK MANAGEMENT

4.1 FINANCIAL RISK FACTORS

(a) Foreign exchange risk
The Group operates internationally and is exposed to foreign exchange risk arising from transactions and borrowings that are
denominated in currencies other than pounds sterling. It uses various financial instruments to manage these exposures, as
explained below.
(i) Recognised assets and liabilities

Forward foreign exchange contracts are used to hedge against the Group’s exposure to changes in the fair value of a
recognised asset or liability that are attributable to a particular risk and which could affect profit or loss. Such forward
foreign exchange contracts are accounted for as fair value hedges in accordance with the policy in note 4.2(a).

(ii) Forecast transactions
Forward foreign exchange contracts are used to hedge against the Group’s exposure to variability in cash flows that might
arise from the fluctuation of exchange rates in relation to highly probable forecast transactions that are denominated in
currencies other than its own functional currencies and which might affect profit or loss. Such forward foreign exchange
contracts are accounted for as cash flow hedges in accordance with the policy in note 4.2(b).

(iii) Net investment hedges
Forward foreign exchange contracts and debt denominated in currencies other than pounds sterling are both used to
hedge against the Group’s exposure to changes in the value of its investment in the net assets of its foreign operations
that arise from fluctuations in exchange rates. Such financial instruments are accounted for as net investment hedges in
accordance with the policy in note 4.2(c).

(b) Credit risk
At the balance sheet date, the Group had no significant concentrations of credit risk.

(c) Liquidity risk
The Group Treasury function ensures that there are sufficient levels of committed facilities, cash and cash equivalents to
ensure that the Group is at all times able to meet its financial commitments and operate within its financial covenants.

(d) Cash flow and fair value interest rate risk
The Group’s interest rate risk arises primarily from its borrowings. An analysis of the currency and interest rate profiles of
the Group’s borrowings is shown in note 37.

Borrowings at floating rates expose the Group to cash flow interest rate risk and borrowings at fixed rates expose the
Group to fair value interest rate risk. The Group’s policy is to borrow a mix of fixed and floating rate debt. From time to time
the Group manages its cash flow and fair value interest rate risk by using interest rate swaps, which have the economic effect
of changing the interest rate profile of the Group’s borrowings.

4.2 HEDGING ACTIVITIES

The Group designates certain financial instruments as either: (a) hedges of the exposure to changes in the fair value of
recognised assets or liabilities that are attributable to a particular risk and could affect profit or loss (fair value hedges); (b)
hedges of the exposure to variability in cash flows that are attributable to a particular risk associated with a highly probable
forecast transaction and could affect profit or loss (cash flow hedges); or (c) hedges of net investments in foreign operations.

At the inception of the transaction the Group documents the relationship between the hedging instrument and the hedged
item. The Group also documents its assessment, both at hedge inception and on an ongoing basis, of whether the financial
instruments that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged
items.

(a) Fair value hedges
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recognised within trading
profit in the income statement, together with any changes in the fair value of the hedged assets or liabilities that are subject
to the hedged risk.
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4. FINANCIAL RISK MANAGEMENT (CONTINUED)

4.2 HEDGING ACTIVITIES (CONTINUED)

(b) Cash flow hedges
Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a highly probable forecast
transaction, the effective part of any gain or loss on the derivative financial instrument is recognised directly in equity within
hedging reserves. The ineffective part of any gain or loss is recognised immediately within trading profit, or finance costs in
the case of interest rate swaps designated as cash flow hedges, in the income statement. When the forecast transaction that
was being hedged is realised and affects profit or loss, the cumulative gain or loss on the derivative financial instrument is
removed from equity and recognised in the income statement in the same period. When the forecast transaction
subsequently results in the recognition of a non-financial asset or non-financial liability, the associated cumulative gain or
loss is removed from equity and included in the initial cost or other carrying amount of the non-financial asset or non-
financial liability.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transaction is still expected to occur, the cumulative gain or loss at that point remains
in equity and is recognised in accordance with the above policy when the transaction takes place. If the hedged transaction
is no longer expected to take place, the cumulative gain or loss recognised in equity is recognised immediately within trading
profit in the income statement.

(c) Net investment hedges
The portion of the gain or loss on an instrument used to hedge a net investment in a foreign operation that is determined to
be an effective hedge, is recognised directly in equity within translation reserves and subsequently recognised in the income
statement as part of the profit or loss on disposal of the net investment. The ineffective portion of the gain or loss is
recognised immediately within trading profit in the income statement.

4.3 CAPITAL MANAGEMENT

The Group considers its capital to be equal to the sum of its total equity and net debt. The Group’s objectives when managing its
capital are:
• to ensure that the Group and all of its businesses are able to operate as going concerns;
• to maximise shareholder value through maintaining an appropriate balance between the Group’s equity and net debt;
• to have available the necessary financial resources to allow the Group to invest in areas that may deliver acceptable future

returns to investors; and
• to maintain sufficient financial resources to mitigate against risks and unforeseen events.

The Group manages its capital using a number of key performance indicators, including RONA and ROI (note 3.22).

5. CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION UNCERTAINTY

5.1 PROPERTY, PLANT AND EQUIPMENT

It is Group policy to depreciate its property, plant and equipment assets, except freehold land, on a straight-line basis over their
estimated useful lives. This applies an appropriate matching of the revenue earned with the capital costs of production and
delivery of goods and services. A key element of this policy is the estimate of the useful life applied to each category of property,
plant and equipment which, in turn, determines the annual depreciation charge. Variations in asset lives could significantly
impact Group profit through an increase or decrease in the depreciation charge.

5.2 GOODWILL

The Directors use their judgement to determine the extent to which goodwill and other capitalised intangible assets have a value
that will benefit the performance of the Group over future periods. To assist in making this judgement, the Directors undertake
an assessment, at least annually, of the carrying value of the Group’s capitalised goodwill and other intangible assets, using
discounted cash flow forecasts to derive the value in use to the Group of the capitalised assets. In the assessment undertaken in
2008, further details of which are given in note 23, value in use was derived from discounted 5-year cash flow projections, using
a growth rate of 3% in the years beyond the projection period and pre-tax discount rates. The projection period is, in the opinion
of the Directors, an appropriate period over which to view the future results of the Group’s businesses for this purpose. Changes
to the assumptions and discount rates used in making these forecasts could significantly alter the Directors’ assessment of the
carrying value of goodwill and other intangible assets.
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5. CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

5.3 CURRENT ASSET RESERVES

In the course of normal trading activities, and in particular in the current economic environment, judgement is used to establish
the net realisable value of various elements of working capital, principally inventory and trade receivables. Reserves are
established for obsolete or slow-moving inventories, bad or doubtful debts and product warranties.

Reserve requirements are based on the facts available at the time and are also determined by using profiles, based on past
practice, applied to certain aged inventory and receivables categories. In estimating the collectability of trade receivables,
judgement is required in assessing their likely realisation, including the current creditworthiness of each customer and related
ageing of the past due balances. Specific accounts are assessed in situations where a customer may not be able to meet its
financial obligations due to deterioration in its financial condition, credit ratings or bankruptcy.

5.4 EMPLOYEE BENEFITS

The Group’s financial statements include the costs and obligations associated with the provision of pension and other post-
retirement benefits to current and former employees. It is the Directors’ responsibility to set the assumptions used in determining
the key elements of the costs of meeting such future obligations. These assumptions are set after consultation with the Group’s
actuaries and include those used to determine regular service costs and the financing elements related to the plans’ assets and
liabilities. Whilst the Directors believe that the assumptions used are appropriate, a change in the assumptions used would affect
the Group’s profit and financial position.

5.5 DEFERRED TAXATION

The Group has recognised deferred tax assets in respect of unutilised losses and other timing differences arising in certain of the
Group’s businesses, primarily in Europe and South America. Account has been taken of future forecasts of taxable profit in
arriving at the values at which these assets are recognised. If these forecast profits do not materialise or change, or there are
changes in tax rates or to the period over which the losses or timing difference might be recognised, then the value of the
deferred tax asset will need to be revised in a future period.

The Group has losses and other timing differences for which no value has been recognised for deferred tax purposes in these
financial statements. These can arise in loss-making subsidiaries where the future economic benefit of these timing differences
is not probable. It can also arise where the timing differences are of such a nature that their value is dependent on only certain
types of profit being earned, such as capital profits. If trading or other appropriate profits are earned in future in these
companies, these losses and other timing differences may yield benefit to the Group in the form of a reduced tax charge.

5.6 ENVIRONMENTAL RESERVES

In certain parts of the business, mainly in the US, the Group has obligations to carry out environmental clean-ups at former and
current production sites. Many of these obligations will not arise for a number of years and the costs are difficult to predict
accurately. The Directors use their judgement and experience to make reserves in the financial statements for an appropriate
amount for the likely cost of such clean-ups.

5.7 DISCONTINUED OPERATIONS

The Group’s financial statements present the results of discontinued operations separately from continuing operations.
Discontinued operations include those businesses that have been sold, or are classified as held for sale, and which represented
a separate major line of business or geographical area of operations. The Directors exercise their judgement to determine which
of the Group’s businesses should have their results presented within discontinued operations.
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6. SEGMENT INFORMATION

6.1 BUSINESS SEGMENTS

For reporting purposes, the Group is organised into three main business segments: Ceramics, Electronics and Precious Metals.
In addition, corporate costs, being the costs directly related to managing the parent company, are reported separately in the analysis
of segment result. The principal activities of each of these segments are described in the Operating Review on pages 12 to 21.

Segment revenue represents revenue from external customers (inter-segment revenue is not material) and segment result is
equivalent to trading profit. Segment assets exclude cash and short-term deposits, employee benefits surpluses, deferred tax
assets, income tax recoverable, investments in joint ventures, assets classified as held for sale and corporate assets that cannot
be allocated on a reasonable basis to a business segment. These items are shown collectively in the following tables as
“unallocated assets”. Segment result and segment assets include items directly attributable to a segment as well as those items
that can be allocated on a reasonable basis.

6.2 SEGMENT REVENUE AND SEGMENT RESULT
Segment revenue Segment result

2008 2007 2008 2007
£m £m £m £m

Ceramics 1,264.3 781.1 167.7 109.4
Electronics 620.3 558.2 51.7 58.0
Precious Metals 317.9 280.2 4.5 9.9
Corporate costs – – (7.6) (7.7)

Total Group continuing operations 2,202.5 1,619.5 216.3 169.6

Since its acquisition on 4 April 2008, Foseco plc (“Foseco”) has contributed £361.4m of revenue and £52.8m of trading profit to
the Ceramics results. Further information relating to the acquisition of Foseco is given in note 42.

6.3 RECONCILIATION OF SEGMENT RESULT TO PROFIT BEFORE TAX
2008 2007

£m £m

Segment result 216.3 169.6
Restructuring and integration costs (39.6) (5.8)
Inventory fair value adjustment (2.6) –
Profit relating to non-current assets 3.4 7.0
Amortisation and impairment of intangible assets (52.5) –
Curtailment gains relating to employee benefits 6.0 1.0

Profit from operations 131.0 171.8
Finance costs – ordinary activities (85.3) (50.9)

– exceptional items (2.2) –
Finance income 44.5 29.4
Share of post-tax profit of joint ventures 0.7 1.7
Net profit/(loss) on disposal of continuing operations 0.9 (0.4)

Profit before tax 89.6 151.6
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6. SEGMENT INFORMATION (CONTINUED)

6.4 SEGMENT DEPRECIATION AND SEGMENT ASSETS
Depreciation Assets

2008 2007 2008 2007
£m £m £m £m

Ceramics 34.8 22.8 1,761.5 646.4
Electronics 9.3 8.9 566.9 449.8
Precious Metals 3.1 3.2 120.1 137.5
Unallocated – – 249.7 226.5
Discontinued operations – – 0.3 1.1

Total Group 47.2 34.9 2,698.5 1,461.3

The increase in segment assets in the Ceramics division is primarily due to the impact of the acquisition of Foseco (note 42).

6.5 GEOGRAPHIC INFORMATION
External revenue Non-current assets

2008 2007 2008 2007
£m £m £m £m

Europe 892.0 618.2 735.9 206.6
NAFTA 601.1 520.4 431.1 318.3
Asia-Pacific 556.1 389.8 381.3 155.8
Rest of the World 153.3 91.1 116.4 26.6

Continuing operations 2,202.5 1,619.5 1,664.7 707.3
Discontinued operations – 1.5 0.2 0.7
Unallocated – – 13.8 18.6

Total Group 2,202.5 1,621.0 1,678.7 726.6

In the table above external revenue is based upon the geographical location of the operation. Non-current assets exclude
deferred tax assets and employee benefits.

7. EXPENSES BY NATURE

The following items have been charged/(credited) in arriving at trading profit:
2008 2007

£m £m

Cost of sales 1,615.3 1,168.0
Depreciation 47.2 34.9
Minimum lease payments under leases and sub-leases 20.6 13.5
Employee benefits expense (note 12.1) 480.1 372.8
Auditor’s remuneration (note 8) 3.2 2.4
Foreign exchange differences (1.1) 0.4
Research and development costs 30.7 23.1

8. AMOUNTS PAYABLE TO KPMG AUDIT PLC AND ITS ASSOCIATES
2008 2007

£m £m

Audit of these financial statements 0.5 0.6
Audit of financial statements of subsidiaries pursuant to legislation 1.8 1.1
Other services pursuant to such legislation 0.1 0.1
Other services relating to taxation 0.2 0.2
Services relating to corporate finance transactions 0.6 0.4

Total Auditor’s remuneration 3.2 2.4
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9. RESTRUCTURING AND INTEGRATION COSTS

The restructuring and integration costs of £39.6m (2007: £5.8m) comprise £17.1m of costs associated with the integration of
Foseco into the Group’s Ceramics division and £22.5m for the cost of a number of initiatives throughout the Group aimed at
reducing the Group’s cost base and re-aligning its manufacturing capacity with its customers’ markets. The initiatives
implemented included redundancy programmes, the consolidation of facilities, plant closures, the streamlining of manufacturing
processes and the rationalisation of product lines. Of these rationalisation charges, £8.2m (2007: £1.6m) was in respect of asset
write-downs. Cash costs of £23.0m were incurred in the year (2007: £14.7m) in respect of the restructuring and integration
initiatives commenced both in 2008 and in prior years, leaving provisions made but unspent of £19.5m as at 31 December 2008
(2007: £5.8m). The net tax credit attributable to these restructuring and integration costs was £2.9m (2007: £0.5m).

10. INVENTORY FAIR VALUE ADJUSTMENT

The value of the inventory acquired on the acquisition of Foseco (note 42) was increased by £2.6m in order to restate the value
of finished goods inventory from cost, as it had been valued in Foseco’s balance sheet immediately prior to acquisition, to its fair
value as recognised on acquisition by Cookson, in accordance with the requirements of IFRS 3, Business Combinations. The
inventory that was subject to this valuation adjustment had all been sold by 31 December 2008. The tax credit attributable to this
adjustment was £0.8m.

11. PROFIT RELATING TO NON-CURRENT ASSETS

The net profit relating to non-current assets of £3.4m (2007: £7.0m) comprised net profits of £8.4m arising on the sale of
investments and surplus property, less asset write-downs of £5.0m. The net profit relating to non-current assets in 2007
comprised profits on the sale of surplus property. The net tax charge attributable to non-current assets was £0.2m (2007: £1.2m).

12. EMPLOYEES

12.1 EMPLOYEE BENEFITS EXPENSE
2008 2007

£m £m

Wages and salaries 412.2 321.3
Social security costs 47.5 35.1
Share-based payments (note 39) 2.7 3.5
Pension costs – defined contribution plans (note 38) 10.1 7.7

– defined benefit plans (note 38) 3.5 6.9
Other post-retirement benefits (note 38) 2.0 1.4

Total employee benefits expense 478.0 375.9

Of the total employee benefits expense of £478.0m (2007: £375.9m), £480.1m (2007: £372.8m) was charged in arriving at trading
profit, £0.2m (2007: £2.0m) was charged within restructuring and integration costs, £6.0m (2007: £1.0m) was credited within
curtailment gains relating to employee benefits, £33.4m (2007: £25.6m) was charged within finance costs, £29.7m (2007:
£22.6m) was credited within finance income, £nil (2007: £1.0m) was credited within loss on disposal of continuing operations and
£nil (2007: £0.1m) was charged in arriving at net post-tax loss attributable to discontinued operations.

12.2 AVERAGE NUMBER OF EMPLOYEES
2008 2007

No. No.

Ceramics 12,356 8,601
Electronics 3,101 3,027
Precious Metals 1,747 1,725

Continuing operations 17,204 13,353
Discontinued operations – 37

Total average number of employees 17,204 13,390

The increase in employee numbers during the year is largely attributable to the acquisition of Foseco (note 42).
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12. EMPLOYEES (CONTINUED)

12.3 REMUNERATION OF KEY MANAGEMENT PERSONNEL

The remuneration of the executive Directors, who are the key management personnel of the Group, is set out below in aggregate
for each of the categories specified in IAS 24, Related Party Disclosures. Further information about the remuneration of individual
Directors is provided in the audited part of the Directors’ Remuneration Report on pages 49 to 51.

2008 2007
£m £m

Short-term employee benefits 1.0 1.6
Post-employment benefits 0.2 0.2
Share-based payments 1.3 1.1

Total remuneration of key management personnel 2.5 2.9

13. FINANCE COSTS AND FINANCE INCOME

13.1 TOTAL NET FINANCE COSTS
2008 2007

£m £m

Finance costs – ordinary activities 85.3 50.9
– exceptional items 2.2 –

Finance income (44.5) (29.4)

Total net finance costs 43.0 21.5

13.2 ORDINARY FINANCE COSTS AND FINANCE INCOME
2008 2007

£m £m

Interest payable on borrowings:

Bank loans and overdrafts 49.0 23.8
Obligations under finance leases 0.2 0.1
Amortisation of capitalised borrowing costs 1.8 0.4

51.0 24.3
Other interest payable:

Interest on retirement benefit obligations 33.4 25.6
Unwinding of discounted provisions 0.9 1.0

Total ordinary finance costs 85.3 50.9

Interest receivable (14.4) (6.4)
Expected return on retirement benefit assets (29.7) (22.6)
Unwinding of discounted receivables (0.4) (0.4)

Total ordinary finance income (44.5) (29.4)

13.3 EXCEPTIONAL FINANCE COSTS

A tranche of the borrowing facility that was arranged in October 2007 was cancelled during the year without being utilised and
the £2.2m of costs associated with arranging this tranche of the facility have been written-off in the year as an exceptional item
within finance costs.
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14. NET PROFIT/(LOSS) ON DISPOSAL OF CONTINUING OPERATIONS

The net profit on disposal of continuing operations of £0.9m (2007: £0.4m loss) related to the sale of the Group’s Hi-Tech ceramic
filters business, formerly part of the Ceramics division, and the sale of Foseco’s Carbon Bonded Ceramics business, both of which
disposals were required for compliance with anti-trust clearances in relation to the acquisition of Foseco (note 42), together with
the net costs associated with a number of other small business disposals. None of the businesses disposed of either individually
or in aggregate represented a separate major line of business or geographical area of operation. Accordingly, these disposals are
presented within pre-tax results from continuing operations in the Group Income Statement. The aggregate proceeds, net of
selling costs, amounted to £21.2m (2007: £1.5m) and together with additional costs in relation to prior years’ disposals, resulted
in a net profit before tax of £0.9m (2007: loss of £0.4m).

The tax charge associated with these disposals was £0.3m (2007: £nil).

15. INCOME TAX

15.1 INCOME TAX COSTS
2008 2007

£m £m

Current tax:

UK corporation tax 7.9 16.8
Double tax relief (6.0) (16.2)
Overseas taxation 43.8 33.6
Adjustments in respect of prior years (1.2) 4.9

Total current tax 44.5 39.1

Deferred tax:

Origination and reversal of temporary taxable differences (5.8) 7.8
Adjustments in respect of prior years 1.5 (3.5)

Total deferred tax (note 26) (4.3) 4.3

Total income tax costs 40.2 43.4

The Group’s total income tax cost of £40.2m (2007: £43.4m) includes a credit of £8.1m (2007: charge of £3.5m) relating to
exceptional items comprising a credit of £2.9m (2007: £0.5m) in relation to restructuring and integration costs, a credit of £0.8m
(2007: £nil) relating to the inventory fair value adjustment, a credit of £3.7m (2007: £nil) relating to the amortisation and
impairment of intangible assets, a credit of £1.2m (2007: £2.8m charge) relating to deferred tax on goodwill, a charge of £0.2m
(2007: £1.2m) relating to non-current assets and a charge of £0.3m (2007: £nil) relating to the profit/(loss) on disposal of
continuing operations. The current tax cost for 2008 was reduced by a benefit of £1.2m (2007: £3.5m) arising from previously
unrecognised tax losses.

The Group operates in a number of countries that have differing tax rates, laws and practices. Changes in any of these areas
could, adversely or positively, impact the Group’s tax charge in the future. Continuing losses, or insufficiency of taxable profit to
absorb all expenses, in any subsidiary could have the effect of increasing tax charges in the future, relative to 2008, as effective
tax relief may not be available for those losses or expenses. Other significant factors affecting the tax charge are described in
notes 3.11 and 5.5.

The tax charge relating to items charged or credited directly to equity was £20.5m (2007: £0.3m), of which £19.8m (2007:
£nil) relates to the surplus arising on the UK pension funds (note 38.5).
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15. INCOME TAX (CONTINUED)

15.2 RECONCILIATION OF INCOME TAX COSTS TO PROFIT PER INCOME STATEMENT
2008 2007

£m £m

Profit before tax 89.6 151.6

Tax at the UK corporation tax rate of 28.5% (2007: 30%) 25.5 45.5
Overseas tax rate differences (1.4) (9.6)
Impact of change in tax rates – 0.7
Withholding taxes 2.6 0.8
Amortisation of intangibles 3.6 2.8
Impairment of intangibles 6.5 (0.1)
Expenses not deductible for tax purposes 2.0 1.3
Deferred tax assets not recognised 1.1 0.6
Adjustments in respect of prior years 0.3 1.4

Total income tax costs 40.2 43.4

The UK corporation tax rate changed from 30% to 28% with effect from 1 April 2008, giving a blended rate of 28.5% for the
year ended 31 December 2008.

16. DISCONTINUED OPERATIONS

The net post-tax loss of £0.3m attributable to discontinued operations in 2007, comprised a pre-tax loss from operations of
£0.2m together with a net post-tax loss on the disposal of operations of £0.1m, the latter comprising a £3.9m profit on the sale
of the Group’s former Monofrax business, additional profit of £1.2m in respect of the 2003 disposal of the Group’s former
Speedline business and £5.2m of additional costs in respect of prior years’ disposals. There was no tax charge or credit associated
with these disposals.

17. DIVIDENDS

The dividend per ordinary share amounts shown in the table below have been restated by dividing those previously reported by
an adjustment factor to reflect the bonus element in the shares issued under the terms of the rights issue which completed on
4 March 2009. The adjustment factor used was 6.6391.

2008 2007
£m £m

Amounts recognised as distributions to equity holders during the year:

Final dividend for the year ended 31 December 2007 of 1.32p (2006: 1.05p) per ordinary share 18.6 13.5
Interim dividend for the year ended 31 December 2008 of 0.88p (2007: 0.64p) per ordinary share 12.4 8.2

31.0 21.7

Proposed final dividend for the year ended 31 December 2008 of nil (2007: 1.32p) per ordinary share – 18.6

The Board has recently reviewed the Company’s near-term dividend policy in response to the ongoing global financial crisis and
challenging trading conditions. As a consequence, no final dividend for the year ended 31 December 2008 will be recommended
to shareholders at the Company’s Annual General Meeting (2007 restated: 1.32p per ordinary share).
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18. EARNINGS PER SHARE (“EPS”)
Continuing Discontinued Total Continuing Discontinued Total
operations operations 2008 operations operations 2007

pence pence pence pence pence pence

Basic EPS 3.3 – 3.3 8.0 – 8.0
Diluted EPS 3.3 – 3.3 8.0 – 8.0
Headline EPS 8.9 – 8.9 8.2 – 8.2
Diluted headline EPS 8.8 – 8.8 8.2 – 8.2

Continuing Discontinued Total Continuing Discontinued Total
operations operations 2008 operations operations 2007

£m £m £m £m £m £m

Earnings for the purposes of calculating basic
and diluted EPS (being net profit attributable
to parent company equity holders) 46.1 – 46.1 105.3 (0.3) 105.0
Adjustments:

Restructuring and integration costs 39.6 – 39.6 5.8 – 5.8
Inventory fair value adjustment 2.6 – 2.6 – – –
Profit relating to non-current assets (3.4) – (3.4) (7.0) – (7.0)
Amortisation and impairment of intangible assets 52.5 – 52.5 – – –
Curtailment gains relating to employee benefits (6.0) – (6.0) (1.0) – (1.0)
Exceptional finance costs 2.2 – 2.2 – – –
Net (profit)/loss on disposal of continuing operations (0.9) – (0.9) 0.4 – 0.4
Net post-tax loss on disposal of discontinued operations – – – – 0.1 0.1
Tax relating to exceptional items (8.1) – (8.1) 3.5 – 3.5

Earnings for the purposes of calculating headline EPS 124.6 – 124.6 107.0 (0.2) 106.8

2008 2007
m m

Number of shares

Weighted average number of ordinary shares for the purposes of calculating basic EPS 1,407.8 1,306.2
Adjustments for dilutive weighted average number of shares relating to the Company’s share schemes 1.3 3.2

Weighted average number of ordinary shares for the purposes of calculating diluted EPS 1,409.1 1,309.4

The weighted average number of ordinary shares used in the calculation of earnings per share information for all years presented
in these financial statements has been multiplied by an adjustment factor to reflect the bonus element in the shares issued under
the terms of the rights issue which completed on 4 March 2009. The adjustment factor used was 6.6391.

For the purposes of calculating diluted EPS, the weighted average number of ordinary shares is adjusted to include the
weighted average number of ordinary shares that would be issued on the conversion of all dilutive potential ordinary shares.
Potential ordinary shares are only treated as dilutive when their conversion to ordinary shares would decrease earnings per
share, or increase loss per share, from continuing operations.

In addition to the 1.3m (2007: 3.2m) shares shown in the table above as being dilutive, the Company has outstanding options
in relation to its share option schemes that could dilute EPS in the future, but which are not included in the calculation of diluted
EPS above because they were antidilutive in the years presented.
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19. CASH GENERATED FROM OPERATIONS
2008 2007

£m £m

Profit from operations – continuing operations 131.0 171.8
– discontinued operations – (0.2)

Adjustments for:

Restructuring and integration costs 39.6 5.8
Inventory fair value adjustment 2.6 –
Profit relating to non-current assets (3.4) (7.0)
Amortisation and impairment of intangible assets 52.5 –
Curtailment gains relating to employee benefits (6.0) (1.0)
Depreciation 47.2 34.9

EBITDA 263.5 204.3
– Increase in inventories (20.2) (18.2)
– Decrease/(increase) in trade receivables 72.1 (19.3)
– Decrease in trade payables (27.1) (1.4)
– Increase in other working capital balances (33.7) (5.9)
Net increase in trade and other working capital (8.9) (44.8)
Net operating outflow related to assets and liabilities classified as held for sale – (1.5)
Outflow related to restructuring and integration costs (23.0) (14.7)
Additional funding contributions into Group pension plans (25.0) (28.1)

Cash generated from operations 206.6 115.2

20. CASH AND CASH EQUIVALENTS
2008 2007

£m £m

Short-term deposits 41.5 118.2
Cash at bank and in hand 74.3 49.2

Cash and short-term deposits 115.8 167.4
Bank overdrafts (10.2) (14.2)

Cash and cash equivalents in the Group Statement of Cash Flows 105.6 153.2



Cookson Group plc 79 Annual Report 2008

O
U

R
A

C
C

O
U

N
T

S

21. RECONCILIATION OF MOVEMENT IN NET DEBT
Balance Foreign Balance

as at exchange Debt as at
1 January adjust- assumed on Non-cash 31 December

2008 ments acquisitions movements Cash flow 2008
£m £m £m £m £m £m

Cash and cash equivalents:

Short-term deposits 118.2 7.9 – – (84.6) 41.5
Cash at bank and in hand 49.2 24.1 – – 1.0 74.3
Bank overdrafts (14.2) (2.7) – – 6.7 (10.2)

(76.9)
Borrowings, excluding overdrafts:

Current (4.6) (12.4) (6.7) – (29.4) (53.1)
Non-current (199.5) (134.3) (121.4) – (336.2) (791.4)
Capitalised borrowing costs 0.3 – – 6.9 – 7.2

(365.6)

Net debt (50.6) (117.4) (128.1) 6.9 (442.5) (731.7)

Net debt is a measure that shows the Group’s net indebtedness to banks and other external financial institutions and comprises
the total of cash and short-term deposits and current and non-current interest-bearing loans and borrowings.

Cash acquired with acquisitions, amounting to £20.9m (note 42.3), is reported within the cash flow column in the table above,
to conform with the requirements of IAS 7, Cash Flow Statements, whereby the cash paid for the acquisition of subsidiaries and
joint ventures as reported in the Group Statement of Cash Flows, is reported net of cash and cash equivalents acquired.
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22. PROPERTY, PLANT AND EQUIPMENT
Freehold Leasehold Plant and Construction
property property machinery in progress Total

£m £m £m £m £m

Cost

As at 1 January 2007 110.4 22.1 408.2 12.2 552.9
Exchange adjustments 5.3 0.7 12.3 1.2 19.5
Additions – capital expenditure 2.6 1.3 32.1 23.6 59.6

– businesses – 1.2 2.9 – 4.1
Disposals – sales and scrapings (4.1) (4.7) (22.3) (0.1) (31.2)

– businesses – – (0.2) – (0.2)
Reclassifications 0.3 1.8 15.2 (17.3) –

As at 1 January 2008 114.5 22.4 448.2 19.6 604.7
Exchange adjustments 44.6 4.8 142.0 19.4 210.8
Additions – capital expenditure 5.0 0.9 34.2 32.7 72.8

– businesses 43.8 1.8 37.5 3.4 86.5
Disposals – sales and scrappings (3.1) – (19.0) – (22.1)

– businesses (1.9) – (5.5) – (7.4)
Transferred to assets classified as held for sale – – (0.1) – (0.1)
Reclassifications 19.5 1.6 (3.1) (18.0) –

As at 31 December 2008 222.4 31.5 634.2 57.1 945.2

Accumulated depreciation and impairment losses

As at 1 January 2007 48.5 8.7 273.3 – 330.5
Exchange adjustments 3.9 – 3.8 – 7.7
Depreciation charge 2.1 1.3 31.5 – 34.9
Disposals – sales and scrappings (0.4) (2.8) (19.8) – (23.0)

– businesses – – (0.1) – (0.1)
Reclassifications 1.0 – (1.0) – –

As at 1 January 2008 55.1 7.2 287.7 – 350.0
Exchange adjustments 9.7 2.4 99.2 – 111.3
Depreciation charge 5.8 2.0 39.4 – 47.2
Impairment charge – 3.4 1.6 – 5.0
Disposals – sales and scrappings (0.3) 0.3 (11.8) – (11.8)

– businesses (0.4) – (2.7) – (3.1)
Reclassifications 8.5 0.1 (8.6) – –

As at 31 December 2008 78.4 15.4 404.8 – 498.6

Net book value as at 31 December 2008 144.0 16.1 229.4 57.1 446.6

Net book value as at 31 December 2007 59.4 15.2 160.5 19.6 254.7

Net book value as at 1 January 2007 61.9 13.4 134.9 12.2 222.4

The net book value of assets held under finance leases as at 31 December 2008 and 31 December 2007 was not material.
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23. INTANGIBLE ASSETS

23.1 MOVEMENT IN NET BOOK VALUE
31 December 2008 31 December 2007

Intangible Intangible
Goodwill assets Total Goodwill assets Total

£m £m £m £m £m £m

Cost

As at 1 January 430.8 – 430.8 429.0 – 429.0
Exchange adjustments 202.3 20.6 222.9 (1.4) – (1.4)
Business acquisitions (note 42) 332.3 257.4 589.7 3.7 – 3.7
Business disposals (note 43) (2.6) – (2.6) (0.5) – (0.5)

As at 31 December 962.8 278.0 1,240.8 430.8 – 430.8

Amortisation and impairment

As at 1 January – – – – – –
Exchange adjustments – 0.7 0.7 – – –
Amortisation charge for the year (note 23.2) – 12.9 12.9 – – –
Impairment loss (note 23.3) 39.6 – 39.6 – – –

As at 31 December 39.6 13.6 53.2 – – –

Net book value
As at 31 December 923.2 264.4 1,187.6 430.8 – 430.8

23.2 AMORTISATION

Intangible assets recognised on the acquisition of Foseco (note 42) are amortised over their useful lives as summarised below.

Cost on Remaining Charged in
acquisition useful life 2008

£m years £m

Foseco – customer relationships 103.7 19.3 4.0
– trade name 72.4 19.3 2.7
– intellectual property rights 80.3 9.3 6.0

Other 1.0 0.2

257.4 12.9

23.3 IMPAIRMENT

Goodwill acquired in a business combination is allocated to each of the Group’s cash-generating units expected to benefit from
the synergies of the combination. The Directors consider that the Group has four cash-generating units: the Ceramics division,
the Chemistry product line of the Electronics division, the Assembly Materials product line of the Electronics division and the
Precious Metals division. These cash-generating units represent the lowest level within the Group at which goodwill is monitored.
Of these four cash-generating units, the carrying amount of goodwill is significant for the Ceramics and Chemistry cash-
generating units, in relation to the Group’s total carrying amount of goodwill.

2008 2007
£m £m

Ceramics 613.9 181.5
Chemistry 242.7 172.0
Other cash-generating units 66.6 77.3

Total goodwill 923.2 430.8
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23. INTANGIBLE ASSETS (CONTINUED)

23.3 IMPAIRMENT (CONTINUED)

Goodwill is initially recognised as an asset at cost and subsequently measured at cost less any accumulated impairment losses,
with impairment testing carried out annually. For the purpose of impairment testing, the recoverable amount of the Group’s cash-
generating units is determined from value in use calculations based on detailed divisional plans covering a three year period from
the balance sheet date, higher level assumptions covering a further two year period and perpetuity calculations beyond this five
year projection period using a growth rate of 3% (2007: 3% for each cash-generating unit). The cash flows in the calculations
are discounted to their current value using pre-tax discount rates.

The key assumptions used in the value in use calculations are growth rates, operating margins and discount rates. Growth
rates are determined with reference to: current market conditions; external forecasts and historical trends for the Group’s key
end-markets of steel, automotive and electronics; and expected growth in output within the industries in which each major Group
business unit operates.

The perpetuity growth rate of 3% is based on the long-term growth rates experienced in the Group’s end-markets. The
Group’s projections, which are based on historical trends and external forecasts, show conditions for the first quarter of 2009 to
be no better than the fourth quarter of 2008 and then to improve slowly through the second quarter of 2009 as the de-stocking
in end-markets comes to an end. Further improvements in trading are expected in the second half of 2009 reflecting the Group’s
normal trading seasonality, notably for the Electronics and Precious Metals divisions, and also supported by the anticipated
beneficial impact on infrastructure demand (and, notably, its impact on the demand for steel and foundry castings) of the various
fiscal stimulus packages recently announced by governments around the world.

Operating margins are based on historic financial information, adjusted to factor in the anticipated impact of restructuring
and rationalisation plans already announced at the balance sheet date. Discount rates are calculated by external consultants for
each cash-generating unit, reflecting market assessments of the time value of money and the risks specific to each cash-
generating unit. The pre-tax discount rate used for the Ceramics cash-generating unit was 13.0% (2007: 12.5%) and for the
Chemistry cash-generating unit was 12.5% (2007: 11.3%).

In assessing goodwill for potential impairment as at 31 December 2008, the Directors made use of the most recent detailed
calculations of the recoverable amount of the Group’s cash-generating units, prepared as at 31 December 2008. Those
calculations resulted in recoverable amounts that exceeded the carrying values of the cash-generating units in three of the
Group’s four cash-generating units.

For the Precious Metals cash-generating unit, which during 2008 continued to experience weakness in its jewellery end-
markets in both Europe and the US, the recoverable amount was less than carrying value and an impairment loss of £39.6m has
been recognised against the carrying value of its goodwill. The discount rate applied in this calculation was 14.8% (2007: 12.9%).
After recording this impairment, goodwill recognised on the balance sheet for the Precious Metals cash-generating unit is £nil.
The Precious Metals cash-generating unit is also a separate reportable segment in note 6.

For the Chemistry cash-generating unit, where its recoverable amount exceeded its carrying value by £4.4m, a reduction in
either the perpetuity growth rate assumption from 3.0% to 2.8%, or an increase in the discount rate assumption from 12.5% to
12.7%, would result in its recoverable amount being equal to its carrying value.

24. INTERESTS IN JOINT VENTURES

The principal joint venture of the Group, in which it has a 50% interest, is Electroplating Engineers of Japan Ltd. The Group’s
interests in its joint ventures are recognised using the equity method. The aggregate amounts relating to these interests were as
follows:

2008 2007
£m £m

Share of current assets 36.2 20.6
Share of current liabilities (13.3) (4.8)
Share of non-current liabilities (0.7) (1.6)

As at 31 December 22.2 14.2

Share of revenue 79.2 65.2
Share of post-tax profit 0.7 1.7



Cookson Group plc 83 Annual Report 2008

O
U

R
A

C
C

O
U

N
T

S

25. INVESTMENTS
2008 2007

£m £m

Available-for-sale investments 10.2 16.3

Available-for-sale investments include £4.4m (2007: £9.2m) of assets held in Rabbi Trusts and £4.1m (2007: £4.7m) of listed equity
securities and are accounted for in accordance with the policies in note 3.20(c). The Rabbi Trust assets are held to fund certain
non-qualified US pension plan obligations and are not included within pension plan assets as they are available to satisfy
creditors in the event of the winding-up of the Group company in which they are held.

26. DEFERRED TAX
Accelerated Other

capital Tax Pension timing
allowances losses costs Goodwill differences Total

£m £m £m £m £m £m

As at 1 January 2007 (1.9) 6.3 1.9 (13.0) (3.8) (10.5)
Exchange adjustments (0.1) 0.1 0.1 0.1 0.3 0.5
Charge to Group Statement of Recognised
Income and Expense – – (0.2) (0.1) – (0.3)

Credit/(charge) to Group Income Statement (note 15) 1.0 (3.2) (0.5) (2.8) 1.2 (4.3)

As at 1 January 2008 (1.0) 3.2 1.3 (15.8) (2.3) (14.6)
Exchange adjustments (0.9) 0.4 0.6 (12.4) 1.1 (11.2)
Business acquisitions (1.9) 0.5 1.2 (75.0) (3.3) (78.5)
Charge to Group Statement of Recognised
Income and Expense – – (19.8) – – (19.8)

(Charge)/credit to Group Income Statement (note 15) (1.2) (0.4) (0.3) 5.7 0.5 4.3
Other movements (1.2) (0.2) 0.8 (0.6) 1.3 0.1

As at 31 December 2008 (6.2) 3.5 (16.2) (98.1) (2.7) (119.7)

Recognised in the Group Balance Sheet as:
2008 2007

£m £m

Deferred tax assets 14.8 8.9
Deferred tax liabilities (134.5) (23.5)

Net total deferred tax liabilities (119.7) (14.6)

The £19.8m charge to the Statement of Recognised Income and Expense shown in the table above relates to the surplus arising
on the UK pension funds.

The total deferred tax asset not recognised as at 31 December 2008 was £454.9m (2007: £355.8m). This consisted of £52.1m
(2007: £52.1m) relating to capital losses, £190.6m (2007: £146.7m) relating to operating losses, £104.0m (2007: £70.7m) relating
to unrelieved interest, £95.1m (2007: £73.2m) relating to other categories and £13.1m (2007: £13.1m) relating to UK ACT tax
credits. In accordance with the accounting policy in note 3.11, these items have not been recognised in the above analysis on the
basis that their future economic benefit is not probable. In total, there was an increase of £99.1m (2007: increase of £0.7m) in net
unrecognised deferred tax assets during the year.

As at 31 December 2008, the Group had total operating losses carried forward with a tax value of £194.1m (2007: £149.9m).
This total includes £90.8m (2007: £62.8m) for losses which are available to offset future taxable US income, of which
approximately £8.1m (2007: £6.0m) will expire in 2020 and the remainder will expire between 2022 and 2028. A further £80.7m
(2007: £70.0m) of losses are available to offset future UK taxable income and may be carried forward without time limit. The
remaining losses with a value of £22.6m (2007: £17.1m) include £11.2m (2007: £11.7m) which may be carried forward indefinitely
and £11.4m (2007: £5.4m) which has a maximum life of between 5 and 20 years. The amounts arise in a number of countries and
are not individually significant, reflecting the spread of the Group’s operations.
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26. DEFERRED TAX (CONTINUED)

As at 31 December 2008, the Group had US unrelieved interest with a tax value of £102.9m (2007: £70.7m), which may be carried
forward indefinitely, and US tax credits carried forward with a tax value of £11.3m (2007: £7.5m). This includes £2.9m (2007:
£2.0m) of research and experimentation credits which expire between 2018 and 2027 and £8.4m (2007: £5.5m) of foreign tax
credits expiring between 2009 and 2016.

As at 31 December 2008, the Group had UK capital losses carried forward with a tax value of £52.1m (2007: £52.1m), which
are available to offset future UK capital gains and may be carried forward without time limit, and UK ACT tax credits carried
forward with a tax value of £13.1m (2007: £13.1m), which may be carried forward indefinitely.

The aggregate amount of temporary differences associated with investments in subsidiaries and interests in joint ventures
for which deferred tax liabilities have not been recognised is £200.5m (2007: £107.3m).

27. TRADE AND OTHER RECEIVABLES

27.1 ANALYSIS OF TRADE AND OTHER RECEIVABLES
2008 2007

Gross Impairment Net Gross Impairment Net
£m £m £m £m £m £m

Trade receivables – current 272.8 (3.1) 269.7 222.2 (0.6) 221.6
– 1-30 days past due 72.7 (1.7) 71.0 50.0 (0.7) 49.3
– 31-60 days past due 34.9 (1.0) 33.9 15.9 (0.7) 15.2
– 61-90 days past due 18.5 (2.4) 16.1 6.1 (0.6) 5.5
– over 90 days past due 47.8 (25.8) 22.0 23.8 (15.5) 8.3

Total trade receivables 446.7 (34.0) 412.7 318.0 (18.1) 299.9

Other receivables 36.8 34.3
Prepayments and accrued income 29.5 21.7

Total trade and other receivables 479.0 355.9

All of the Group’s operating companies have policies and procedures in place to assess the creditworthiness of the customers
with whom they do business. Where objective evidence exists that a trade receivable balance may be impaired, provision is made
for the difference between its carrying amount and the present value of the estimated cash that will be recovered. Impairment
provisions are assessed on an individual customer basis for all significant outstanding balances and collectively for all remaining
balances based upon historical loss experience. Historical experience has shown that the Group’s trade receivable provisions are
maintained at levels that are sufficient to absorb actual bad debt write-offs, without being excessive.

27.2 MOVEMENTS ON IMPAIRMENT PROVISIONS
2008 2007

£m £m

As at 1 January 18.1 15.9
Exchange adjustments 5.9 1.0
Business acquisitions 4.8 –
Charge for the year 8.9 4.1
Receivables written-off during the year as uncollectable (1.6) (0.4)
Unused amounts reversed (2.1) (2.5)

As at 31 December 34.0 18.1
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27. TRADE AND OTHER RECEIVABLES (CONTINUED)

27.2 MOVEMENTS ON IMPAIRMENT PROVISIONS (CONTINUED)

Impairment provisions, write-offs and the reversal of unused amounts shown in the table above are charged or credited as
appropriate within administration, selling and distribution costs in the Group Income Statement.

In determining the level of impairment provisions required, the Group’s operating companies initially review all significant
trade receivable balances on an individual basis for evidence of impairment. Evidence of impairment may include such factors as
the customer being in breach of contract, or entering bankruptcy or financial reorganisation proceedings. Of the total provision
for impairment of trade receivables at 31 December 2008 of £34.0m (2007: £18.1m) shown in the table above, £24.7m (2007:
£14.8m) related to balances that were impaired on an individual basis. The ageing analysis of these individually impaired balances
is shown in the table below.

2008 2007
£m £m

Ageing analysis of individually impaired trade receivable balances:

Current 2.2 –
1-30 days past due 1.0 0.2
31-60 days past due 0.6 0.6
61-90 days past due 2.2 0.5
Over 90 days past due 18.7 13.5

24.7 14.8

Due to the large number of customers that the Group transacts its business with, none of which represent a significant proportion
of the total outstanding trade receivables balance, the Group is not exposed to any significant concentration of credit risk.

28. INVENTORIES
2008 2007

£m £m

Raw materials 133.4 80.8
Work-in-progress 33.2 25.6
Finished goods 165.0 95.0

Total inventories 331.6 201.4

The cost of inventories recognised as an expense and included in cost of sales in the income statement during the year was
£1,107.2m (2007: £797.6m).

In addition to the inventory recorded in the balance sheet, the Group held precious metals on consignment terms with a total
value as at 31 December 2008 of £396.8m (2007: £344.1m). As at 31 December 2008, metal held under consignment comprised
575,781 ounces of gold (2007: 696,801 ounces), 4,391,512 ounces of silver (2007: 4,786,206 ounces), 18,561 ounces of platinum
(2007: 18,981 ounces) and 16,591 ounces of palladium (2007: 19,974 ounces). The Group also held precious metals on behalf of
customers for processing, the value of which as at 31 December 2008 was £106.7m (2007: £83.0m).

Cookson has entered into various precious metal consignment arrangements with precious metals consigning entities (the
“Consignors”). The metal which the Group fabricates for its customers may be purchased by the Group from a Consignor and sold
concurrently to the customer, or may be consigned and sold directly from a Consignor to the Group’s customers, with the Group
charging customers only for the fabrication process. As the Consignors retain title and associated risks and benefits of ownership
under these arrangements, the value of the physical metal so held is not recorded on the Group Balance Sheet. Consequently,
the obligations in respect of the consigned metal are not recorded as a liability on the Group Balance Sheet. The utilisation of
consigned precious metals is established practice in the precious metals industry.

Cookson provides a guarantee in respect of each consignment arrangement. Whilst the terms of each consignment
arrangement differ in their specific terms, they share similar characteristics. Metals are held on consignment by the relevant
member of Cookson (“Consignee”) and the Consignor retains title to the metal and has a right of physical return of the metal
without penalty unless the Consignee purchases such metal at a market price for such metals plus a premium. The Consignee
pays a consignment fee on the value of the metals consigned to it which have not been returned or purchased. Consignment fees
are charged by the Consignor and were £6.6m for the year ended 31 December 2008 (2007: £3.8m).

Consigned metals may be co-mingled with other metals. Consignors are party to either committed or uncommitted
arrangements. Under uncommitted arrangements the Consignor is under no obligation to supply metal to the Group’s fabrication
operations and has the right, with limited or, in some cases, no notice to demand physical return of its consigned metal. Under
committed arrangements the Consignors provide a rolling 12 month commitment to supply metal to the Group’s fabrication
operations.
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29. DERIVATIVE FINANCIAL INSTRUMENTS
2008 2007

Assets Liabilities Assets Liabilities
£m £m £m £m

Net investment hedges – 51.1 0.2 1.5
Cash flow hedges – 12.5 0.1 0.4
Fair value hedges 6.7 – – 0.4

Total derivative financial instruments 6.7 63.6 0.3 2.3

Derivative financial instruments in the table above are reported at their fair value at the balance sheet date and comprise forward
foreign exchange contracts and interest rate swap contracts. They are designated as either net investment hedges, cash flow
hedges or fair value hedges and are accounted for in accordance with the accounting policies in note 4.2. None of the hedges in
the table above are speculative in nature and of the £63.6m (2007: £2.3m) liabilities, £24.3m (2007: £nil) are non-current and
£39.3m (2007: £2.3m) are current.

29.1 NET INVESTMENT HEDGES

The Group uses forward foreign exchange contracts to synthetically change the currency profile of its borrowings to more closely
match the currency profile of the net assets of its foreign operations. Such contracts are designated as net investment hedges,
as they mitigate the Group’s exposure to changes in the value of its investment in the net assets of its foreign operations that
arises as a result of the fluctuation in exchange rates.

29.2 CASH FLOW HEDGES

In its operations the Group uses forward foreign exchange contracts to provide a hedge against the cash flow risk associated with
certain highly probable forecast transactions. Such contracts are designated as cash flow hedges and are used in relation to the
forecast sale of goods and purchase of raw materials in order to provide a hedge against the variability in cash flows that might
otherwise arise as a result of the fluctuation in exchange rates.

The Group uses interest rate swaps to provide a hedge against the cash flow risk associated with interest payable on floating
rate debt instruments. These contracts are designated as cash flow hedges and are used to hedge against the variability in cash
flows that might otherwise arise as a result of fluctuations in interest rates.

29.3 FAIR VALUE HEDGES

In its operations the Group uses forward foreign exchange contracts, designated as fair value hedges, to provide a hedge against
the risk of changes in the fair value of recognised assets and liabilities that are denominated in foreign currencies that might
otherwise arise as a result of the fluctuation in exchange rates.

30. ASSETS CLASSIFIED AS HELD FOR SALE

Assets of £0.3m in respect of a business in the process of being disposed of were recorded as held for sale at the end of 2008
(2007: £nil).

31. SHARE CAPITAL – ORDINARY SHARES OF 10 PENCE

31.1 NUMBER OF SHARES
2008 2007

m m

Authorised – as at 1 January and 31 December 1,935.0 1,935.0

Issued and fully paid

As at 1 January 212.6 193.4
Shares issued in the year – 19.2

As at 31 December 212.6 212.6
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31. SHARE CAPITAL – ORDINARY SHARES OF 10 PENCE (CONTINUED)

31.2 VALUE OF SHARES
2008 2007

£m £m

Authorised – as at 1 January and 31 December 193.5 193.5

Issued and fully paid

As at 1 January 21.3 19.3
Shares issued in the year – 2.0

As at 31 December 21.3 21.3

In October 2007, the Company issued 18,583,519 new 10p ordinary shares through a share placing at a price of 825p per ordinary
share, to part finance the Company’s acquisition of Foseco plc. The issue raised £150.6m net of issue costs.

The holders of ordinary shares are entitled to receive dividends as declared from time to time, are entitled to one vote per
share at meetings of the Company and rank equally with regard to entitlement to the Company’s residual assets.

On 5 March 2009, the Company issued 2,551,293,144 new 10p ordinary shares under the terms of a fully underwritten rights
issue (note 48).

32. SHARE PREMIUM ACCOUNT
£m

As at 1 January 2007 6.3
Arising on exercise of share options 1.7

As at 1 January 2008 8.0
Arising on exercise of share options 0.1

As at 31 December 2008 8.1

33. OTHER RESERVES
Investment

Hedging revaluation Translation
reserve reserve reserve Total

£m £m £m £m

As at 1 January 2007 – 5.0 (22.0) (17.0)
Exchange differences on translation of the net assets of foreign operations – – 26.2 26.2
Exchange translation differences arising on net investment hedges – – (10.1) (10.1)
Change in fair value of available-for-sale investments recognised directly in equity – 1.0 – 1.0
Change in fair value of cash flow hedges (0.3) – – (0.3)

As at 1 January 2008 (0.3) 6.0 (5.9) (0.2)
Exchange differences on translation of the net assets of foreign operations – – 375.4 375.4
Exchange translation differences arising on net investment hedges – – (166.8) (166.8)
Change in fair value of available-for-sale investments recognised directly in equity – 2.5 – 2.5
Change in fair value of available-for-sale investments transferred to profit for the year – (6.5) – (6.5)
Change in fair value of cash flow hedges (11.7) – – (11.7)
Income tax on items recognised directly in equity – – (0.6) (0.6)

As at 31 December 2008 (12.0) 2.0 202.1 192.1

Hedging reserve
Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a highly probable forecast
transaction (note 29.2), the effective part of the gain or loss on the derivative financial instrument is recognised directly in equity
within the hedging reserve. When the forecast transaction that was being hedged is realised and affects profit or loss, the
cumulative gain or loss on the derivative financial instrument is removed from the hedging reserve and recognised in the Group
Income Statement in the same period.
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33. OTHER RESERVES (CONTINUED)

Investment revaluation reserve
Available-for-sale investments are carried in the Group Balance Sheet at fair value. Changes in fair value from one balance sheet
date to the next are recorded in the investment revaluation reserve, together with any related tax. When the investment is
derecognised the cumulative amount relating to it in the investment revaluation reserve, together with any related tax, is
recognised in the Group Income Statement.

Translation reserve
The translation reserve comprises all foreign exchange differences attributable to the equity holders of the parent company that
arise from the translation of the financial statements of foreign operations and from the translation of financial instruments that
hedge the Group’s net investment in foreign operations. In addition to foreign exchange differences attributable to the equity
holders of the parent company, the Group Statement of Recognised Income and Expense also includes foreign exchange
differences attributable to minority interests (note 35).

34. RETAINED EARNINGS
Share Other Total

Treasury option retained retained
shares reserve earnings earnings

£m £m £m £m

As at 1 January 2007 (8.4) 4.6 470.0 466.2
Profit for the year – – 105.0 105.0
Actuarial gain on employee benefit plans – – 23.5 23.5
Recognition of share-based payments – 3.4 – 3.4
Arising from issue of shares – – 148.8 148.8
Disposal of treasury shares 3.1 – (3.1) –
Release of share option reserve on exercised options – (2.2) 2.2 –
Income tax on items recognised directly in equity – – (0.3) (0.3)
Dividends paid – – (21.7) (21.7)

As at 1 January 2008 (5.3) 5.8 724.4 724.9
Profit for the year – – 46.1 46.1
Actuarial gain on employee benefit plans – – 33.7 33.7
Recognition of share-based payments – 2.9 – 2.9
Purchase of treasury shares (3.9) – – (3.9)
Disposal of treasury shares 6.6 – (6.3) 0.3
Release of share option reserve on exercised options – (2.3) 2.3 –
Income tax on items recognised directly in equity – – (19.9) (19.9)
Dividends paid – – (31.0) (31.0)

As at 31 December 2008 (2.6) 6.4 749.3 753.1

The treasury shares shown in the table above are ordinary shares of 10p each of the Company and are held by Cookson
Investments (Jersey) Limited as Trustee of the Cookson Group ESOP (note 15 to the Company financial statements).

In October 2007, the Company issued 18,583,519 new 10p ordinary shares through a share placing, to part finance the
Company’s acquisition of Foseco plc. The issue raised £150.6m net of issue costs. A cash box structure was utilised to affect the
share placing, as a result of which Section 131 of the Companies Act 1985 applied to the excess of the net proceeds over the
nominal value of the shares issued and consequently no share premium was recognised. The excess net proceeds of £148.8m
were recorded as a merger reserve that was subsequently transferred to retained earnings and which is available for distribution
to shareholders.
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35. MINORITY INTERESTS
2008 2007

£m £m

As at 1 January 11.9 9.4
Exchange adjustments 2.4 1.1
Minority interest in profit for the year 3.3 2.9
Dividends paid to minority shareholders (2.1) (1.5)
Acquisition of minority interest (note 42) 2.1 –

As at 31 December 17.6 11.9

36. INTEREST-BEARING LOANS AND BORROWINGS

36.1 BORROWING FACILITIES

As at 31 December 2008, the Group had committed borrowing facilities of £1,044.1m (2007: £383.0m), of which £228.2m (2007:
£187.0m) were undrawn and due to expire in more than two years but not more than five years from the balance sheet date.

The Group’s borrowing requirements are met by US Private Placement Loan Notes (“USPP”) and a multi-currency committed
syndicated bank facility of £793.7m (2007: £200.0m). The USPP facility was fully drawn as at 31 December 2008 and amounted
to £250.4m (US$365.0m), of which $40.0m is repayable in November 2009, $135.0m in May 2010 and $190.0m in May 2012. The
syndicated bank facility comprises £443.7m of term loans and a £350.0m revolving credit facility which terminates in 2012. This
facility was used, in combination with the net proceeds of £150.6m from the share placing on 11 October 2007, to finance the
acquisition of Foseco in April 2008. This included the refinancing of the existing committed bank facilities of Cookson and Foseco.
The facility was originally repayable in three tranches: £75.0m and ¤37.5m in October 2010; £75.0m and ¤37.5m in October 2011;
and £500.0m and ¤75.0m in October 2012.

On 6 March 2009, the Group came to an agreement with the banks providing the syndicated facility whereby the Group
agreed to prepay, in March 2009, the £75.0m and ¤37.5m tranches originally due to be repaid in October 2010. In exchange for
this the banking syndicate has rescheduled by one year the tightening of the net debt to EBITDA covenant attached to the facility.
As a result, the covenant test will now be 3.5 times (previously 3.0 times) at 30 June 2009 and 31 December 2009, reverting to
3.0 times as at 30 June 2010 and thereafter. Following this change to the facility, the required future repayments are £75.0m and
¤37.5m in 2011, with the balance of £500.0m and ¤75.0m being repayable in 2012.

36.2 ANALYSIS OF LOANS AND BORROWINGS BY REPAYMENT TERM
Non-current Current Total

2008 2007 2008 2007 2008 2007
£m £m £m £m £m £m

Loans and overdrafts 789.0 198.8 61.0 18.0 850.0 216.8
Obligations under finance leases 2.4 0.7 2.3 0.8 4.7 1.5
Capitalised borrowing costs (5.0) (0.2) (2.2) (0.1) (7.2) (0.3)

Total interest-bearing loans and borrowings 786.4 199.3 61.1 18.7 847.5 218.0

2008 2007

Fixed rate Floating rate Total Fixed rate Floating rate Total
£m £m £m £m £m £m

Interest-bearing loans and borrowings

are repayable as follows:

On demand or within one year 27.4 35.9 63.3 – 18.8 18.8
In the second year 92.6 113.0 205.6 20.1 1.6 21.7
In the third year – 111.4 111.4 67.7 13.7 81.4
In the fourth year 130.4 343.9 474.3 – 0.6 0.6
In the fifth year – – – 95.2 0.5 95.7
After five years – 0.1 0.1 – 0.1 0.1
Capitalised borrowing costs (0.2) (7.0) (7.2) (0.3) – (0.3)

Total interest-bearing loans and borrowings 250.2 597.3 847.5 182.7 35.3 218.0

Capitalised borrowing costs, which have been recognised as a reduction in borrowings in the financial statements, amounted to
£7.2m as at 31 December 2008 (31 December 2007: £0.3m) of which £0.2m (2007: £0.3m) related to the USPP and £7.0m (2007:
£nil) related to the syndicated bank facility.
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36. INTEREST-BEARING LOANS AND BORROWINGS (CONTINUED)

36.3 PRESENT VALUE OF MINIMUM FINANCE LEASE OBLIGATIONS
2008 2007

£m £m

Due within one year 2.3 0.8
Due between one and five years 2.4 0.7

Total present value of minimum finance lease obligations 4.7 1.5

37. FINANCIAL RISK MANAGEMENT

37.1 FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

Fair value is defined as the amount at which a financial instrument could be exchanged in an arm’s length transaction between
informed and willing parties and is calculated by reference to market values. Where market values are not available, fair values
have been calculated by discounting cash flows at prevailing rates translated at year-end exchange rates.

2008 2007

Book value Fair value Book value Fair value
£m £m £m £m

Short-term borrowings and current portion of long-term borrowings 61.0 61.3 18.0 18.0
Long-term portion of long-term borrowings 789.0 798.1 198.8 205.3
Obligations under finance leases 4.7 4.7 1.5 1.5
Capitalised borrowing costs (7.2) – (0.3) –

Gross borrowings 847.5 864.1 218.0 224.8
Cash and short-term deposits (note 20) (115.8) (115.8) (167.4) (167.4)

Net debt 731.7 748.3 50.6 57.4

In addition, the Group has derivative financial instruments that are recorded at their fair value (note 29). These comprised
financial assets of £6.7m (2007: £0.3m) and financial liabilities of £63.3m (2007: £2.3m).

37.2 CURRENCY AND INTEREST RATE PROFILES OF FINANCIAL ASSETS AND LIABILITIES

The currency and interest rate profiles of the Group’s borrowings are set out below. The first table shows the impact of forward
foreign exchange contracts on the currency profile of the Group’s gross borrowings. The second table shows the fixed/floating
profile of the Group’s gross borrowings and the impact that interest rate swaps have on this profile.

2008 2007

Borrowings Borrowings Borrowings Borrowings
before FX after FX before FX after FX

swaps FX swaps swaps swaps FX swaps swaps
£m £m £m £m £m £m

Sterling 280.2 203.2 483.4 7.8 – 7.8
United States Dollar 337.0 (329.2) 7.8 202.6 (78.3) 124.3
Euro 148.0 (143.7) 4.3 2.4 – 2.4
Chinese Renminbi 13.6 110.6 124.2 – 37.0 37.0
Singapore Dollar – 86.1 86.1 – – –
Japanese Yen 42.9 – 42.9 0.4 19.0 19.4
Other 25.8 73.0 98.8 4.8 22.3 27.1

As at 31 December 2008 847.5 – 847.5 218.0 – 218.0

The fair value of the foreign exchange swaps detailed in the table above, excluding unearned interest, is a net liability of £37.3m
(2007: £1.3m). A 10% strengthening of Sterling would result in a £18.4m increase (2007: £0.2m decrease) in the fair value of this
liability. A 10% weakening of Sterling would result in a £22.6m decrease (2007: £0.1m increase) in the fair value of this liability.
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37. FINANCIAL RISK MANAGEMENT (CONTINUED)

37.2 CURRENCY AND INTEREST RATE PROFILES OF FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

Financial
Financial liabilities (gross borrowings) assets

Interest Notional (cash and 2008
Fixed rate fixed rate Floating short-term Net

rate swaps debt rate Total deposits) debt
£m £m £m £m £m £m £m

Sterling – 75.0 75.0 205.2 280.2 (13.6) 266.6
United States Dollar 250.4 78.9 329.3 7.7 337.0 (11.5) 325.5
Euro – 143.7 143.7 4.3 148.0 (24.5) 123.5
Chinese Renminbi – – – 13.6 13.6 (18.3) (4.7)
Singapore Dollar – – – – – (1.0) (1.0)
Japanese Yen – 32.5 32.5 10.4 42.9 (2.3) 40.6
Other – – – 25.8 25.8 (44.6) (18.8)

As at 31 December 2008 250.4 330.1 580.5 267.0 847.5 (115.8) 731.7

Financial
Financial liabilities (gross borrowings) assets

Interest Notional (cash and 2007
Fixed rate fixed rate Floating short-term Net

rate swaps debt rate Total deposits) debt
£m £m £m £m £m £m £m

Sterling – – – 7.8 7.8 (89.8) (82.0)
United States Dollar 183.0 – 183.0 19.6 202.6 (1.8) 200.8
Euro – – – 2.4 2.4 (24.9) (22.5)
Chinese Renminbi – – – – – (19.2) (19.2)
Japanese Yen – – – 0.3 0.3 (0.7) (0.4)
Other – – – 4.9 4.9 (31.0) (26.1)

As at 31 December 2007 183.0 – 183.0 35.0 218.0 (167.4) 50.6

The financial assets shown in the tables above attract floating rate interest at the interbank offered rate of the appropriate
currency, less a margin. The floating rate financial liabilities bear interest at the interbank offered rate of the appropriate
currency, plus a margin. The fixed rate financial liabilities of £250.4m (2007: £183.0m) have a weighted average interest rate of
7.9% (2007: 7.9%) and a weighted average period for which the rate is fixed of 2.3 years (2007: 3.3 years).

The fair value of the Group’s interest rate swaps as at 31 December 2008 was a liability of £10.4m (2007: £nil). A one percent
increase in interest rates would result in a £5.5m (2007: £nil) decrease in the fair value of this liability. A one percent decrease
in interest rates would result in a £5.5m (2007: £nil) increase in the fair value of this liability.
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37. FINANCIAL RISK MANAGEMENT (CONTINUED)

37.3 MARKET RISK – CURRENCY RELATED

The Group is exposed to currency risk in relation to the value of its financial assets and liabilities that are denominated in
currencies other than sterling (note 37.2), arising from fluctuations in exchange rates. The table below shows the impact on the
value of the Group’s reported net financial liabilities of exchange rates either strengthening or weakening by 10% against sterling
and the impact that this would have on the reported profit or loss and equity. The Group’s reported profit is not impacted by the
effect of the changes in exchange rates on the value of its net financial liabilities, but equity would be £42.3m lower if sterling
strengthened by 10% and £51.7m higher if sterling weakened by 10%.

Effect of sterling strengthening by 10% Effect of sterling weakening by 10%

2008 Rates Profit/ Rates Profit/
As reported +10% (loss) Equity -10% (loss) Equity

£m £m £m £m £m £m £m

Net financial (assets)/liabilities:

Denominated in sterling 266.6 266.6 – – 266.6 – –
Not denominated in sterling 465.1 422.8 – 42.3 516.8 – (51.7)

Net debt 731.7 689.4 – 42.3 783.4 – (51.7)

Effect of sterling strengthening by 10% Effect of sterling weakening by 10%

2007 Rates Profit/ Rates Profit/
As reported +10% (loss) Equity -10% (loss) Equity

£m £m £m £m £m £m £m

Net financial (assets)/liabilities:

Denominated in sterling (82.0) (82.0) – – (82.0) – –
Not denominated in sterling 132.6 120.5 – 12.1 147.3 – (14.7)

Net debt 50.6 38.5 – 12.1 65.3 – (14.7)

37.4 MARKET RISK – INTEREST RATE RELATED

(a) Cash flow risk
Changes in market interest rates expose the Group to the risk of fluctuation in its future cash flows in relation to its financial
assets and liabilities that attract interest at floating rates (note 37.2). Based upon the interest rate profile of the Group’s
financial assets and liabilities as at 31 December 2008, a one percent increase in market interest rates would result in an
increase in both the Group’s annual net finance costs charged to the Group Income Statement and the Group’s net interest
paid in the Group Statement of Cash Flows of £1.5m (2007: reduction of £1.3m). Correspondingly, a one percent decrease in
interest rates would result in a reduction in both the Group’s annual net finance costs charged to the Group Income Statement
and the Group’s net interest paid in the Group Statement of Cash Flows of £1.5m (2007: increase of £1.3m).

(b) Fair value risk
Changes in market interest rates expose the Group to the risk of fluctuation in the fair value of its financial assets and
liabilities that attract interest at fixed rates (note 37.1). Based upon the interest rate profile of the Group’s financial assets and
liabilities as at 31 December 2008, a one percent increase in market interest rates would result in a £5.7m (2007: £6.0m)
decrease in the fair value of the Group’s net debt including forward foreign exchange contracts and a one percent decrease
in market interest rates would result in a £5.7m (2007: £6.3m) increase in the fair value of the Group’s net debt including
forward foreign exchange contracts.
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37. FINANCIAL RISK MANAGEMENT (CONTINUED)

37.5 CURRENCY EXPOSURE OF FINANCIAL ASSETS AND LIABILITIES

The table below shows the net unhedged monetary assets and liabilities of Group companies that are not denominated in their
functional currency and which therefore give rise to exchange gains and losses in the income statement.

Net unhedged monetary assets/(liabilities)

Sterling US Dollar Euro Renminbi Other Total
£m £m £m £m £m £m

Functional currency:

Sterling – 3.2 2.6 1.7 1.8 9.3
United States Dollar – – 0.2 – (4.0) (3.8)
Euro (2.0) (1.9) – – 1.4 (2.5)
Chinese Renminbi (0.7) 3.9 (4.0) – (1.2) (2.0)
Other (1.1) 7.0 6.9 21.5 1.4 35.7

As at 31 December 2008 (3.8) 12.2 5.7 23.2 (0.6) 36.7

Net unhedged monetary assets/(liabilities)

Sterling US Dollar Euro Renminbi Other Total
£m £m £m £m £m £m

Functional currency:

Sterling – 0.1 1.0 – – 1.1
United States Dollar 2.1 – (0.4) 23.6 (0.7) 24.6
Euro (0.6) 0.7 – – 2.2 2.3
Chinese Renminbi (0.1) 5.8 (1.7) – (7.2) (3.2)
Other (4.4) (9.0) 3.6 – (0.2) (10.0)

As at 31 December 2007 (3.0) (2.4) 2.5 23.6 (5.9) 14.8
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38. EMPLOYEE BENEFITS

38.1 GROUP POST-RETIREMENT PLANS

The Group operates a number of pension plans around the world, both of the defined contribution and defined benefit type, and
accounts for them in accordance with IAS 19.

(a) Defined contribution pension plans
The Group’s principal defined contribution plans are in the UK and the US and the assets of the plans are held separately from
the Group in trustee-administered funds. The total expense for these plans in the Group Income Statement amounted to
£10.1m (2007: £7.7m) and represents the contributions payable for the year by the Group to the plans.

(b) Defined benefit pension plans
The Group’s principal defined benefit pension plans are in the UK and the US. The assets of these plans are held separately
from the Group in trustee-administered funds. The trustees are required to act in the best interests of the plans’ beneficiaries.
The Group also has defined benefit pension plans in other territories but, with the exception of those in Germany, these are
not material in relation to the Group as a whole.

The Group’s main defined benefit pension plan in the UK (“the UK Plan”), was closed to new entrants from 2004. A full
actuarial valuation of the UK Plan is carried out every three years by an independent actuary for the UK Plan Trustee and the
last full valuation was carried out as at 31 December 2006. At that date, the market value of plan assets was £278.3m and
this represented a funding level of 78% of the accrued plan benefits at the time (using the projected unit method of valuation)
of £356.6m. Calculated on a “buy-out” basis (using an estimation of the cost of buying out the UK Plan benefits with an
insurance company), the liabilities at that date were £475.7m, representing a funding level of 59%. From 1 January 2008,
based on the latest full valuation, the Group’s ordinary contributions have been set at 16.9% of pensionable salaries. In
addition to these ordinary contributions, in 2006 the Company agreed a repayment schedule with the UK Plan Trustee, which
provided for additional funding payments of £26.5m per annum from 2008 to 2010, with the aim of eliminating the UK Plan
deficit by 2011. This repayment schedule was amended by the Company and the UK Plan Trustee with effect from 1 September
2008, such that the additional funding payments were reduced to £14.0m per annum over the same term as a consequence
of the improved funding position of the UK Plan. Early in 2009, a further amendment to the repayment schedule was made,
details of which are given in note 38.4(c) below. The next full triennial valuation is due as at 31 December 2009.

The US has a number of defined benefit plans, providing retirement benefits based on final salary or a fixed benefit. In
addition, the Group’s US Retirement Security Plan has characteristics similar to defined contribution plans but with a
minimum performance level guaranteed by the Group on the members’ accounts. The cash balance rate assumption in the
table in note 38.2(b) refers to the assumed minimum guaranteed return on members’ accounts. From early in 2007, the
Retirement Security Plan and what were then the largest of the Group’s other US defined benefit plans were closed to new
members and also to future benefit accrual for existing members. Existing plan members are, in each case, being provided
with future pension benefit through a defined contribution arrangement. Actuarial valuations of the US defined benefit
pension plans are carried out every year and the last full valuation was carried out as at 31 December 2007. At that date the
market value of the plan assets was £55.5m, representing a funding level of 62% of accrued plan benefits at that date (using
the projected unit method of valuation) of £90.1m. Funding levels for the Group’s US defined benefit pension plans are
normally based upon annual valuations carried out by independent qualified actuaries and are governed by US government
regulations.

Upon the acquisition of Foseco, the Group assumed £29.4m of net liabilities in respect of Foseco’s defined benefit pension
and other post-retirement obligations. Of this total net deficit, which included a surplus of £2.1m for the UK arrangements,
£18.2m related to obligations for arrangements in Germany, which are unfunded as is common practice in that country, £10.1m
to obligations in the US and £3.2m to obligations in the Rest of the World. With effect from 1 January 2009, the Foseco UK
pension plan has been merged with the Group’s UK plan.

(c) Other post-retirement defined benefit plans
The Group’s principal defined employee benefit plans other than pensions are healthcare benefit plans in the US and UK. As
is common for these types of plan, the costs of providing these benefits are not funded externally by the Group.
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38. EMPLOYEE BENEFITS (CONTINUED)

38.2 POST-RETIREMENT LIABILITY – VALUATION AND RISK MITIGATION

The assumptions used in calculating the costs and obligations of the Group’s defined benefit pension and other post-retirement
benefit plans, as detailed below, are set by the Directors after consultation with independent professionally qualified actuaries.

(a) Mortality assumptions
The mortality assumptions used in the actuarial valuations of the Group’s UK and US defined benefit pension liabilities are
summarised in the table below and have been selected to reflect the characteristics and experience of the membership of
those plans. These assumptions are unchanged from those used in 2007.

For the UK Plan, the assumptions used have been derived by adjusting the standard mortality tables which reflect recent
research into mortality experience in the UK. The assumptions are based on PA 92 tables projected forward with adjustments
to reflect (i) the lower level of life expectancy amongst the blue collar membership (using an overall scaling factor of 112%,
based on the results of a recent investigation carried out on the mortality experience in the UK Plan); (ii) the medium cohort
improvement factors; and (iii) a minimum level, or “underpin”, to the amount by which life expectancy is expected to improve
at each age in the future, which has the effect of increasing the life expectancy at age 65 by some 0.5 years for someone
currently aged 65 and by up to 2 years for someone currently aged 45.

For the Group’s US plans, the assumptions used have been based on the standard RP2000CH mortality tables, projected
64 years for non-pensioners and 33 years for pensioners using projection scale AA. The Group’s major plans in Germany have
been valued using the Heubeck Richttafein 2005G mortality tables.

2008 2007

UK US Germany UK US Germany
Life expectancy of pension plan members years years years years years years

Age to which current pensioners aged 65 are

expected to live:

– Men 86.3 84.6 84.0 86.3 84.6 83.5
– Women 89.0 86.9 88.1 89.0 86.9 87.7
Age to which future pensioners currently aged 45,

are expected to live:

– Men 88.2 86.6 85.8 88.2 86.6 86.3
– Women 90.3 89.1 89.8 90.3 89.1 90.3

(b) Other principal actuarial valuation assumptions

2008 2007

UK US Germany UK US Germany
% p.a. % p.a. % p.a. % p.a. % p.a. % p.a.

Discount rate 6.25 5.75 5.60 5.82 6.29 4.40
Price inflation 2.80 2.50 2.00 3.40 2.50 2.00
Rate of increase in pensionable salaries 3.80 n/a 2.75 4.40 n/a 2.75
Rate of increase to pensions in payment 2.70 n/a 1.90 3.40 n/a 1.75
Cash balance rate n/a 5.25 n/a n/a 5.25 n/a
Expected asset return – equities 7.20 8.30 n/a 8.10 8.80 n/a

– bonds n/a 4.70 n/a n/a 5.70 n/a
– money market instruments

and swaps 3.90 n/a n/a 4.80 n/a n/a
Healthcare cost trend rate – long-term 2.80 6.00 n/a 3.20 6.00 n/a

– next year 2.80 9.00 n/a 3.20 10.00 n/a
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38. EMPLOYEE BENEFITS (CONTINUED)

38.2 POST-RETIREMENT LIABILITY – VALUATION AND RISK MITIGATION (CONTINUED)

(b) Other principal actuarial valuation assumptions (continued)
Discount rate
The discount rate used to determine the liabilities of the UK Plan for IAS 19 accounting purposes is required to be determined
by reference to market yields on high quality corporate bonds. As described in note 38.2(c) below, the UK Plan operates a
hedging strategy, using a combination of swaps and money market instruments, to mitigate the impact of interest rate and
inflation rate movements on the value of its projected liabilities for future pension payments (the UK Plan’s “economic
liabilities”), the value of which is related more to interest rate and inflation rate swap yields than to corporate bond yields.
When the relationship between the relevant swap yields and corporate bond yields is stable, the UK Plan’s hedging strategy
should deliver a broadly stable funding ratio (the ratio of plan assets to plan liabilities) not just in relation to the UK Plan’s
economic liabilities, but also under an IAS 19 basis of valuation. However, should corporate bond yields be significantly above
swap yields, as has been the case since the second half of 2007, then the IAS 19 value of the UK Plan’s liabilities will be
reduced to a greater extent than will the value of the actual underlying economic liabilities. The funding valuation of the UK
Plan’s economic liabilities as at the end of 2008 showed a funding ratio of 85%, while the IAS 19 valuation showed a funding
surplus, with a ratio of 120%. This represents a difference of approximately £140m in the valuation of the UK Plan’s liabilities,
of which £90.0m relates to the difference in the discount rates used in each valuation methodology, £30.0m due to the use
of the Long Cohort mortality assumption for funding purposes and £20.0m due to other valuation differences. The Company
continues to fund the UK Plan with reference to its economic funding position.

The UK discount rate in the above table is based on the annualised yield on the iBoxx over 15 year AA-rated sterling
corporate bond index, adjusted to reflect (i) the reduction to the index in January 2009 resulting from the removal of two
financial institution bonds; and (ii) a reduction aimed at matching the duration of the index to that of the UK Plan’s liabilities.
The US discount rate is based on the equivalent iBoxx index for US domestic corporations. The assumptions for price inflation
are set by reference to the difference between yields on longer-term conventional government bonds and index-linked bonds.
The discount rate for Germany is based on the yield on the iBoxx over 10 year euro corporates AA index.

Expected asset return
The expected asset return is the Company’s expectation (based on market yields), at the valuation date, of long-term asset
returns. The Group’s major post-retirement investment portfolios are those related to its UK and US plans. Both portfolios are
invested in equities, bonds and cash. In addition the UK Plan invests in infrastructure and absolute return funds. The UK Plan’s
bond exposure is held through a synthetic bond portfolio, comprised of money market instruments and cash, which is
designed to give broadly the same economic exposure as a portfolio of UK government bonds split 30% fixed-interest and
70% index-linked gilts. The majority of the Group’s total post-retirement assets are in synthetic bonds, equities and bonds,
the assumptions as at 31 December 2008 as to the expected returns of which are explained below. The UK Plan has also
entered into some derivatives arrangements, detailed at 37.2(c) below, designed to mitigate equity market, interest rate and
inflation risk.
• Money market instruments and swaps – the UK Plan holds ‘synthetic bonds’, being money market instruments and swaps

intended to provide the same economic exposure as gilts, but typically delivering a
small yield above that of gilts; for 2008 the incremental yield assumed was 0.2%
per annum.

• Equities – the assumption for the UK Plan is that, in the long-term, equity investments are
considered likely to outperform government bonds by a margin of 3.5%. The
assumption for the US plans represents an outperformance of 4.3% over long-term
treasury bonds.

• Bonds – the US plans hold a mixture of government and corporate bonds and therefore the
long-term return is expected to be part-way between treasury and corporate bond
yields.
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38. EMPLOYEE BENEFITS (CONTINUED)

38.2 POST-RETIREMENT LIABILITY – VALUATION AND RISK MITIGATION (CONTINUED)

(c) UK pension plan risk mitigation strategy
In 2006, the Company and the UK Plan Trustee undertook an initiative to consider how best to manage the UK Plan’s
exposure to major investment risks. The following were deemed to be the major investment risks which could affect the value
of the UK Plan’s assets compared to the value of its economic liabilities:
• Interest rate risk – the risk of government bond interest rates falling, leading to an increase in the value of plan liabilities.
• Inflation risk – the risk of inflation rising faster than expected, leading to an increase in the value of plan liabilities.
• Equity market risk – the risk of significant equity market falls, leading to a fall in the value of plan assets.

In order to mitigate these key risks, the Trustee has entered into the following financial derivative arrangements:
• Interest rate swaps – the UK Plan receives a fixed rate of interest and pays out a variable rate of interest, based on the

London Inter Bank Offered Rate. This is beneficial when long-term interest rates fall, significantly
offsetting the corresponding increase in the value of the UK Plan’s economic liabilities.

• Inflation swaps – the UK Plan pays out a fixed rate of interest of around 3% per annum and receives payments linked to
actual inflation. This is beneficial when inflation increases faster than expected and significantly
offsets the corresponding increase in the value of the UK Plan’s economic liabilities.

• Equity derivatives – using a combination of equity derivatives, the UK Plan has bought protection against the first 20% fall
in equity market prices over the four year period from 1 December 2006. To pay for this protection,
the UK Plan foregoes any equity market price returns above about 6.5% per annum, but will continue
to receive dividend payments and the benefit of any active management out-performance of its equity
manager’s respective benchmark.

The interest rate and inflation swaps entered into are designed to mitigate interest rate and inflation risk for approximately
80% of the UK Plan’s liabilities. This investment strategy has significantly reduced the risk that the value of the UK Plan’s
assets falls materially relative to the value of its economic liabilities.

(d) Sensitivity analysis of the impact of changes in key IAS 19 actuarial assumptions
The following table analyses, for the Group’s main UK, US and German pension plans, the theoretical estimated impact on
plan liabilities resulting from changes to key actuarial assumptions used for IAS 19 valuation purposes, whilst holding all other
assumptions constant.

It should be noted that the investment strategy adopted by the UK Plan, details of which are given above, was designed
to mitigate a significant majority of the interest rate and inflation risk related to the UK Plan’s economic liabilities. The
stabilising impact of this strategy is not reflected in the following table.

Impact on plan liabilities

Assumption Change in assumption UK US Germany

Discount rate Increase/decrease by 0.1% Decrease/increase by 1.7% Decrease/increase by 1.2% Decrease/increase by 1.3%

Price inflation Increase/decrease by 0.1% Increase/decrease by 1.5% n/a Increase/decrease by 0.8%

Mortality Increase by one year Increase by 3.2% Increase by 2.8% Increase by 1.9%

With regard to the Group’s post-retirement healthcare benefit plans, a one percent increase in the healthcare cost trend rate
assumptions shown in the table in note 38.2(b) would increase the accumulated post-employment medical benefit obligation
by £1.0m without changing the post-employment medical benefit costs and a one percent decrease in the healthcare cost
trend rate assumptions would reduce the obligation by £0.9m without changing the post-employment medical benefit costs.
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38. EMPLOYEE BENEFITS (CONTINUED)

38.3 DEFINED BENEFIT OBLIGATION

The liabilities of the Group’s defined benefit pension and other post-retirement plans for IAS 19 accounting purposes are
measured by discounting the best estimate of the future cash flows to be paid out by the plans using the projected unit method,
in which the calculation of plan liabilities makes allowance for projected increases in benefit-related earnings.

Other post-
retirement

Defined benefit pension plans benefit 2008
UK US ROW Total plans Total
£m £m £m £m £m £m

Present value as at 1 January 2008 344.1 90.1 29.4 463.6 21.5 485.1
Exchange differences – 46.8 16.9 63.7 7.3 71.0
Current service cost 3.5 0.6 2.8 6.9 0.7 7.6
Interest cost 21.5 7.8 2.8 32.1 1.3 33.4
Curtailment (gains)/losses (0.8) (5.1) 0.1 (5.8) – (5.8)
Settlements (1.5) – – (1.5) – (1.5)
Business acquisitions 38.4 38.2 29.3 105.9 2.4 108.3
Actuarial (gains)/losses (52.7) 4.1 0.5 (48.1) (1.2) (49.3)
Contributions from members 1.5 – 0.1 1.6 – 1.6
Benefits paid (16.4) (7.1) (2.3) (25.8) (2.9) (28.7)

Present value as at 31 December 2008 337.6 175.4 79.6 592.6 29.1 621.7

Other post-
retirement

Defined benefit pension plans benefit 2007
UK US ROW Total plans Total
£m £m £m £m £m £m

Present value as at 1 January 2007 355.6 98.7 29.0 483.3 23.4 506.7
Exchange differences – (2.0) 2.7 0.7 (0.1) 0.6
Current service cost 3.5 0.4 1.6 5.5 0.2 5.7
Interest cost 18.1 5.3 1.1 24.5 1.1 25.6
Curtailment losses/(gains) – 0.8 (0.3) 0.5 0.1 0.6
Settlements – – (2.0) (2.0) – (2.0)
Business disposals – (5.3) – (5.3) – (5.3)
Actuarial gains (19.0) (2.5) (1.6) (23.1) (1.3) (24.4)
Contributions from members 1.4 – 0.1 1.5 – 1.5
Benefits paid (15.5) (5.3) (1.2) (22.0) (1.9) (23.9)

Present value as at 31 December 2007 344.1 90.1 29.4 463.6 21.5 485.1

Of the total obligation in the Rest of the World in 2008 of £79.6m (2007:£29.4m), £35.3m (2007:£7.8m) relates to unfunded
obligations of Group arrangements in Germany.
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38. EMPLOYEE BENEFITS (CONTINUED)

38.4 PLAN ASSETS
2008 2007

UK US ROW Total UK US ROW Total
£m £m £m £m £m £m £m £m

Fair value as at 1 January 318.1 55.5 15.4 389.0 277.3 58.9 15.4 351.6
Exchange differences – 24.5 4.1 28.6 – (1.1) 0.8 (0.3)
Expected return on assets 22.2 6.3 1.2 29.7 18.1 3.9 0.6 22.6
Settlements (1.5) – – (1.5) – – (2.0) (2.0)
Business acquisitions 40.7 28.1 10.1 78.9 – – – –
Business disposals – – – – – (4.3) – (4.3)
Actuarial gains/(losses) 12.7 (25.9) (2.4) (15.6) 2.1 (0.9) (2.1) (0.9)
Contributions from employer 29.0 5.1 7.4 41.5 34.7 4.3 3.8 42.8
Contributions from members 1.5 – 0.1 1.6 1.4 – 0.1 1.5
Benefits paid (16.4) (7.1) (2.3) (25.8) (15.5) (5.3) (1.2) (22.0)

Fair value as at 31 December 406.3 86.5 33.6 526.4 318.1 55.5 15.4 389.0

(a) UK Plan asset allocation
As at 31 December 2008, the UK Plan’s assets, excluding risk-mitigation derivatives, were allocated 37% in equities (of which
47% are UK and 53% overseas); 42% in money market instruments combined with interest rate and inflation swaps; 10% in
infrastructure investments; 8% in absolute return funds; and 3% in cash. The UK Trustee’s target allocation currently
provides for money market instruments to be 40% of the UK Plan’s assets and for 10% of its assets to be held in each of
infrastructure investments and absolute return funds, with 40% to be held in equities. The infrastructure and absolute return
assets are held to reduce further the exposure to equity market risk and to provide an alternative source of return which is
not highly correlated with equity markets.

The swaps held in combination with the money market instruments (typically AAA-rated, very short-term debt) provide a
similar exposure to holding gilts and are in addition to the interest rate swaps, inflation swaps and equity options in place as
part of the risk mitigation strategy described at 38.2(c).

(b) US pension plan assets not recognised above
In addition to the assets reported above, £4.4m (2007: £9.2m) of assets were held as at 31 December 2008 to fund certain
non-qualified US pension plan obligations (note 25). These assets are not included within pension plan assets as they are
available to satisfy creditors in the event of the winding-up of the Group company in which they are held and are reported as
investments in the Group Balance Sheet.

(c) Defined benefit contributions in 2009
The Group is expected to make aggregate contributions into its defined benefit pension plans of £18.0m in 2009. The Group
is also expected to make aggregate contributions in respect of its other post-retirement benefit plans of £3.0m in 2009.

Early in 2009, in response to the difficult market conditions faced by the Company’s businesses, the Company consulted
with the Trustee and both have agreed to a change to the existing schedule of additional funding payments, such that no
further additional payments will be made from January 2009 until July 2010, or until such earlier time as the Company
announces that it is to recommence payment of dividends to shareholders. Upon additional payments being recommenced,
these will amount to £16.3m per annum until June 2015. A new triennial funding valuation is due for the UK Plan as at the
end of 2009, based upon which the Company and Trustee expect to agree a new schedule of contributions to commence in
July 2010.

(d) Actual return on plan assets
The actual return on plan assets was £14.1m (2007: £21.7m).
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38. EMPLOYEE BENEFITS (CONTINUED)

38.5 BALANCE SHEET RECOGNITION

The amount recognised in the balance sheet in respect of the Group’s defined benefit retirement plans and other post-retirement
benefit plans for IAS 19 accounting purposes is analysed in the following tables. Included in the total present value of funded
defined benefit obligations are surpluses of £70.6m (2007: £nil) which are reported separately in the Group Balance Sheet.

Other post-
retirement

Defined benefit pension plans benefit 2008
UK US ROW Total plans Total
£m £m £m £m £m £m

Equities 142.6 35.0 3.9 181.5 – 181.5
Bonds 10.7 23.6 3.3 37.6 – 37.6
Money market instruments and swaps 133.5 – – 133.5 – 133.5
Risk-mitigation derivatives 52.4 – – 52.4 – 52.4
Other 67.1 27.9 26.4 121.4 – 121.4
Fair value of plan assets 406.3 86.5 33.6 526.4 – 526.4
Present value of funded defined benefit obligations (336.9) (153.5) (51.2) (541.6) – (541.6)

69.4 (67.0) (17.6) (15.2) – (15.2)
Present value of unfunded post-retirement benefit plans (0.7) (21.9) (28.4) (51.0) (29.1) (80.1)

Net surpluses/(liabilities) recognised in the balance sheet 68.7 (88.9) (46.0) (66.2) (29.1) (95.3)

Recognised in the Group Balance Sheet as:

Net surpluses 70.0 0.6 – 70.6 – 70.6
Net liabilities (1.3) (89.5) (46.0) (136.8) (29.1) (165.9)

68.7 (88.9) (46.0) (66.2) (29.1) (95.3)

Other post-
retirement

Defined benefit pension plans benefit 2007
UK US ROW Total plans Total
£m £m £m £m £m £m

Equities 151.5 55.5 – 207.0 – 207.0
Bonds – – 0.3 0.3 – 0.3
Money market instruments and swaps 116.0 – – 116.0 – 116.0
Risk-mitigation derivatives (9.8) – – (9.8) – (9.8)
Other 60.4 – 15.1 75.5 – 75.5
Fair value of plan assets 318.1 55.5 15.4 389.0 – 389.0
Present value of funded defined benefit obligations (343.4) (71.1) (24.6) (439.1) – (439.1)

(25.3) (15.6) (9.2) (50.1) – (50.1)
Present value of unfunded post-retirement benefit plans (0.7) (19.0) (4.8) (24.5) (21.5) (46.0)

Net liabilities recognised in the balance sheet (26.0) (34.6) (14.0) (74.6) (21.5) (96.1)
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38. EMPLOYEE BENEFITS (CONTINUED)

38.6 INCOME STATEMENT RECOGNITION

The expense recognised in the Group Income Statement in respect of the Group’s defined benefit retirement plans and other
post-retirement benefit plans is as follows:

Other Other
Defined post- Defined post-
benefit retirement benefit retirement

pension benefit 2008 pension benefit 2007
plans plans Total plans plans Total

£m £m £m £m £m £m

Current service cost 6.9 0.7 7.6 5.5 0.2 5.7
Interest on obligation 32.1 1.3 33.4 24.5 1.1 25.6
Expected return on plan assets (29.7) – (29.7) (22.6) – (22.6)
Curtailment (gains)/losses (6.0) – (6.0) 0.5 0.1 0.6
Restructuring and integration costs 0.2 – 0.2 – – –
Disposals – – – (1.0) – (1.0)

Total expense 3.5 2.0 5.5 6.9 1.4 8.3

The total expense recognised in the Group Income Statement in respect of the Group’s defined benefit retirement plans and other
post-retirement benefit plans is recognised in the following lines:

2008 2007
£m £m

Other manufacturing costs 3.2 2.5
Administration, selling and distribution costs 4.4 2.8
Restructuring and integration costs 0.2 2.0
Curtailment gains relating to employee benefits (6.0) (1.0)
Finance costs 33.4 25.6
Finance income (29.7) (22.6)
Loss on disposal of continuing operations – (1.0)

Total expense 5.5 8.3

The curtailment gain relating to employee benefits of £6.0m in 2008 resulted from reductions in liabilities arising from the
freezing of benefits for existing members of the Group’s two largest Foseco US defined benefit pension plans, together with
reductions arising from business disposals and redundancy programmes. The gain of £1.0m in 2007 arose in relation to the UK
post-retirement medical plan, resulting from a reduction in the Group’s costs of providing benefits under the plan.

Of the total net curtailment loss reported in 2007 of £0.6m, £0.4m has been credited within administration, selling and
distribution costs, £2.0m has been charged within restructuring and integration costs and £1.0m has been reported as
curtailment gains relating to employee benefits.
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38. EMPLOYEE BENEFITS (CONTINUED)

38.7 HISTORICAL INFORMATION

The history of the fair value of the plan assets, the present value of defined benefit obligations, the deficit in the plans and the
experience adjustments on plan assets and liabilities are shown below:

Defined benefit pension plans

2008 2007 2006 2005 2004
£m £m £m £m £m

Fair value of plan assets 526.4 389.0 351.6 325.0 274.5
Present value of defined benefit obligations (592.6) (463.6) (483.3) (517.8) (433.2)

Net deficit (66.2) (74.6) (131.7) (192.8) (158.7)

Experience gains/(losses) on plan liabilities 5.6 (0.3) 23.1 (6.4) (10.7)

Experience (losses)/gains on plan assets (15.6) (0.9) 2.9 23.4 11.4

Other post-retirement benefit plans
Other post-retirement benefit plans

2008 2007 2006 2005 2004
£m £m £m £m £m

Present value of defined benefit obligations (29.1) (21.5) (23.4) (32.0) (31.2)
Net deficit (29.1) (21.5) (23.4) (32.0) (31.2)

Experience gains/(losses) on plan liabilities 1.2 (0.1) (2.2) (0.7) (1.8)

The cumulative amount of actuarial gains recognised in the Group Statement of Recognised Income and Expense is £11.1m (2007:
£22.6m losses).

39. SHARE-BASED PAYMENTS

39.1 SHARE-BASED PAYMENT SCHEMES

The Group operates a number of different share-based payment schemes; the main features of each scheme are outlined below.

(a) Long-term incentive plan (“LTIP”)
The LTIP was introduced in 2004 to replace the Mid-Term Incentive Plan (“MTIP”) and the executive share option schemes,
both of which are being phased out.

The LTIP has two elements. Firstly, executives who are eligible receive a conditional annual award of shares worth up to
a prescribed percentage of their base salary (“Performance Shares”). Secondly, executives who are eligible can elect to invest
all or part of their annual incentive in ordinary shares of the Company (“Investment Shares”) in return for which they receive
a conditional award of ordinary shares worth up to 2.25 times the pre-tax equivalent of the annual incentive so invested
(“Matching Shares”). In addition, for awards made after 7 March 2007, the Remuneration Committee has the discretion to
award participants the dividends that would have been paid on the number of shares that vest in respect of dividend record
dates occurring during the period between the award date and the date of vesting.

Performance Shares and Matching Shares can vest after three years, with the proportion of shares vesting being based
on the Company’s performance against specified performance conditions. For awards made in 2006, vesting is based upon
the Group’s three-year TSR performance relative to that of the companies of its comparator group, the FTSE 250 excluding
Investment Trusts. Vesting of the Performance Shares and Matching Shares under the 2006 LTIP awards are determined as
follows:

TSR ranking relative to FTSE 250 Matching Shares vesting ratio
excluding Investment Trusts Performance Shares vesting percentage (Matching Shares: Investment Shares)

Below median 0% 0

Median 25% 0.5:1

Upper quintile (top 20%) 100% 2.25:1
Between median and upper quintile Pro rata between 25% and 100% Pro rata between 0.5:1 and 2.25:1
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39. SHARE-BASED PAYMENTS (CONTINUED)

39.1 SHARE-BASED PAYMENT SCHEMES (CONTINUED)

(a) Long-term incentive plan (“LTIP”) (continued)
In 2007, the Remuneration Committee broadened the performance condition by including headline EPS growth. For awards
made in 2007 and for future awards, vesting of 50% of shares awarded will be based on the TSR performance measure
described above and 50% on headline EPS (the calculation of which is shown in note 18) growth over a three-year period.
The two measures will operate independently.

Vesting of Performance Shares and Matching Shares under the 2007, 2008 and future LTIP awards will be based on TSR
performance in accordance with the following schedule:

TSR ranking relative to FTSE 250 Matching Shares vesting ratio
excluding Investment Trusts Performance Shares vesting percentage (Matching Shares: Investment Shares)

Below median 0% 0

Median 12.5% 0.25:1

Upper quintile (top 20%) 50% 1.125:1
Between median and upper quintile Pro rata between 12.5% and 50% Pro rata between 0.25:1 and 1.125:1

Vesting of Performance Shares and Matching Shares under the 2007, 2008 and future LTIP awards will be based on Headline
EPS growth, as compared with the compound annual growth in the UK Retail Prices Index (“RPI”), in accordance with the
following schedule:

Annual compound Headline Matching Shares vesting ratio
EPS growth above RPI Performance Shares vesting percentage (Matching Shares: Investment Shares)

Below 3% 0% 0

3% 12.5% 0.25:1

At or above 10% 50% 1.125:1
Between 3% and 10% Pro rata between 12.5% and 50% Pro rata between 0.25:1 and 1.125:1

An executive’s Matching Shares award will only vest if the Investment Shares originally purchased have been retained.
The fair value of awards granted under the LTIP is measured using a stochastic pricing model.

(b) Mid-term incentive plan (“MTIP”)
Under the MTIP, executives were eligible to receive a bonus, paid partly in cash and partly in ordinary shares of the Company,
the beneficial receipt of which was deferred for two years from the date of the award (“restricted shares”), based upon the
achievement of target financial performance measured over a three-year period. Performance targets based on either the
Group’s cumulative profit or cumulative profit and cash flow performance were set by the Remuneration Committee for each
three-year MTIP period. The MTIP operated on a rolling three-year basis and the final remaining cycle culminated at the end
of 2005.

The fair value of awards granted under the MTIP is measured using a Black-Scholes pricing model.

(c) Executive option schemes (“ESOS”)
The last executive share option grant was made in 2003. Under these schemes, share options were granted at the market
price prevailing at the time of grant. Options normally only became exercisable if the growth in Headline EPS was at least
equal to the increase in the RPI plus 3% per annum (2% per annum for options granted in 1995 and 1996) for a consecutive
three year period.

The fair value of awards granted under the ESOS was measured using a stochastic pricing model.

(d) UK and international Sharesave schemes (“SAYE” schemes)
The last grant under the SAYE schemes was made in 2004. Under the SAYE schemes, employees had the opportunity to
purchase ordinary shares in the Group at a discounted price of up to 20% by using their savings together with an additional
tax free bonus at the end of their saving period. The schemes operated in conjunction with a three or five-year savings
contract and options were granted at a discount of up to 20% of the market value of the shares at the date of grant.
Employees who entered into these contracts had to make monthly savings of between £5 and £250.

The fair value of awards granted under the SAYE schemes was measured using a Black-Scholes pricing model.

(e) Deferred Bonus Plan (“DBP”)
In 2007, the Company implemented a new DBP in place of the LTIP for certain corporate managers. Under this plan,
executives receive an allocation of deferred shares to the value of a percentage of their annual bonus. These shares vest after
three years, although an executive’s allocation may lapse if their employment ceases in certain circumstances before the end
of the three-year period. The executive Directors do not participate in this plan.

The fair value of awards granted under the DBP scheme is measured using a Black-Scholes pricing model.
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39. SHARE-BASED PAYMENTS (CONTINUED)

39.1 SHARE-BASED PAYMENT SCHEMES (CONTINUED)

(f) Stock Appreciation Rights (“SAR”)
Due to the disadvantageous tax regime in Belgium, Belgian participants in the ESOS and SAYE schemes received SAR instead
of share options. These SAR were awarded under exactly the same rights and conditions as the share options, except that
individuals received, in cash, the difference between the subscription price and market price of Cookson Group plc shares on
the date of exercise, rather than having the right to purchase shares.

39.2 DETAILS OF OUTSTANDING OPTIONS/AWARDS

The Company has followed the transitional provisions of IFRS 2 and applied it to those options that were granted after 7
November 2002 and which had not vested by 1 January 2005. The following disclosures are only in respect of those options that
fall within the scope of IFRS 2. The exercise prices shown in the following tables are the weighted average exercise prices. The
number of options/awards and the associated share prices in the tables below have not been restated to reflect the bonus
element of the shares issued under the terms of the rights issue which completed on 4 March 2009.

Outstanding awards Awards
exercisable Earliest Latest

As at 31 as at 31 year in year in Range of
As at 1 Forfeited/ December December which which exercise

January 2008 Granted Exercised lapsed 2008 2008 awards awards prices
No. No. No. No. No. No. exercisable expire pence

LTIP 2,544,483 915,791 (842,286) (145,367) 2,472,621 – 2009 2011
Exercise price nil nil nil nil nil – n/a

MTIP 76,316 – (76,316) – – – n/a n/a
Exercise price nil – nil – – – n/a

ESOS 353,422 – (10,515) (6,114) 336,793 336,793 2009 2013
Exercise price 287p – 301p 298p 286p 286p 250-360p

SAYE 114,086 – (14,031) (7,779) 92,276 92,276 2009 2010
Exercise price 290p – 279p 310p 290p 290p 270-350p

DBP 13,472 13,495 (1,961) (1,990) 23,016 – 2010 2011
Exercise price nil nil nil nil nil – n/a

SAR 44,182 – (4,289) – 39,893 39,893 2009 2013
Exercise price 295p – 288p – 295p 295p 250-360p

Options were exercised on a regular basis throughout 2008. The weighted average share price during 2008 was 513p (2007: 702p).

Outstanding awards Awards
exercisable Earliest Latest

As at 31 as at 31 year in year in Range of
As at 1 Forfeited/ December December which which exercise

January 2007 Granted Exercised lapsed 2007 2007 awards awards prices
No. No. No. No. No. No. exercisable expire pence

LTIP 2,077,980 805,928 – (339,425) 2,544,483 – 2008 2010
Exercise price nil nil – nil nil – n/a

MTIP 183,417 – (107,101) – 76,316 – 2008 2008
Exercise price nil – nil – nil – n/a

ESOS 545,492 – (188,620) (3,450) 353,422 353,422 2008 2013
Exercise price 302p – 323p 260p 287p 287p 250-360p

SAYE 349,840 – (208,431) (27,323) 114,086 14,174 2008 2010
Exercise price 281p – 274p 296p 290p 270p 270-350p

DBP – 13,869 – (397) 13,472 – 2010 2010
Exercise price – nil – nil nil – n/a

SAR 97,349 – (53,167) – 44,182 44,182 2008 2013
Exercise price 287p – 280p – 295p 295p 250-360p
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39. SHARE-BASED PAYMENTS (CONTINUED)

39.3 AWARDS GRANTED DURING THE YEAR
2008 2007

LTIP LTIP

EPS TSR EPS TSR
DBP element element DBP element element

Fair value of options granted (per share) 664p 664p 358p 635p 635p 324p
Share price on date of grant (per share) 664p 664p 664p 635p 635p 635p
Expected volatility n/a n/a 32.5% n/a n/a 31.9%
Risk-free interest rate n/a n/a 3.9% n/a n/a 5.4%
Exercise price (per share) nil nil nil nil nil nil
Expected term (years) 3.00 3.00 3.00 3.00 3.00 3.00
Expected dividend yield n/a n/a n/a n/a n/a n/a

Share price volatility for awards granted in 2007 and 2008 is based upon weekly movements in the Company’s share price over
a period prior to the grant date that is equal in length to the expected term of the award.

39.4 INCOME STATEMENT RECOGNITION

The total expense recognised in the Group Income Statement for each of the share-based payment schemes is shown in the table
below, of which £2.7m (2007: £3.4m) was charged within administration, distribution and selling costs and £nil (2007: £0.1m) was
charged in arriving at net post-tax loss on disposal of operations.

2008 2007
£m £m

LTIP 2.9 2.9
MTIP – 0.4
SAYE – 0.1
DBP – –
SAR (0.2) 0.1

Total expense 2.7 3.5

The total intrinsic value at the end of the year for cash-settled share based payments that had vested was £nil (2007: £0.3m).

40. TRADE AND OTHER PAYABLES
2008 2007

£m £m

Non-current:

Accruals and other payables 23.3 12.6
Deferred purchase consideration 0.4 0.4

Total non-current payables 23.7 13.0

Current:

Trade payables 188.8 138.8
Other taxes and social security 35.4 30.4
Accruals and other payables 120.0 88.9
Deferred purchase consideration 0.4 0.5

Total current payables 344.6 258.6

Included within accruals and other payables are liabilities in respect of cash-settled share-based payments of £nil (2007: £0.3m).
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41. PROVISIONS
Restructuring

Disposal and
and closure integration

costs costs Other Total
£m £m £m £m

As at 1 January 2008 28.8 5.8 7.8 42.4
Exchange adjustments 10.7 2.8 2.0 15.5
Business acquisitions – 2.4 – 2.4
Charged to Group Income Statement 8.1 31.5 0.9 40.5
Unused provision released to Group Income Statement (0.3) (0.1) (1.7) (2.1)
Unwind of discount 0.9 – – 0.9
Cash spend (8.1) (23.0) (1.3) (32.4)
Reclassifications/transfers (0.1) 0.1 – –

As at 31 December 2008 40.0 19.5 7.7 67.2

2008 2007
£m £m

Recognised in the Group Balance Sheet as:

Non-current 37.7 24.5
Current 29.5 17.9

Total provisions 67.2 42.4

The provision for disposal and closure costs includes the Directors’ current best estimate of the costs to be incurred both in the
fulfilment of obligations undertaken in connection with former Group businesses, resulting from either disposal or closure,
together with those related to the demolition and clean-up of closed sites. The provision comprises amounts payable in respect
of known or probable costs resulting both from legal or other regulatory requirements, or from third-party claims, including
claims relating to product liability.

As the settlement of many of the obligations for which provision is made is subject to legal or other regulatory process, the
timing of the associated cash outflows is subject to some uncertainty, but the majority of the amounts provided are expected to
be utilised over the next five years and the underlying estimates of costs are regularly updated to reflect changed circumstances
with regard to individual matters.

The provision for restructuring and integration costs is used to manage the costs of all of the Group’s initiatives to rationalise
its operating activities. The balance of £19.5m as at 31 December 2008 relates to future expenditure on restructuring initiatives,
the majority of which commenced in 2007 and 2008 and is expected to be spent over the course of the next two years.

Other provisions comprise amounts payable in respect of known or probable costs resulting both from legal or other
regulatory requirements, or from third-party claims. As the settlement of many of the obligations for which provision is made is
subject to legal or other regulatory process, the timing of the associated outflows is subject to some uncertainty, but the majority
of the amounts provided are expected to be utilised over the next five years and the underlying estimates of costs are regularly
updated to reflect changed circumstances with regard to individual matters.

Where insurance cover exists for any of these known or probable costs, a related asset is recognised in the Group Balance
Sheet only when its realisation is virtually certain. As at 31 December 2008, £11.9m (2007: £6.4m) was recorded in receivables in
respect of associated insurance reimbursements, of which £9.1m (2007: £4.7m) is non-current. The amounts reported in the table
above as charged to the Group Income Statement represent only that part of the total income statement charge reported as a
movement on provisions. Other components of the charge, such as asset write-offs, are reported as a reduction in the carrying
value of the relevant balance sheet item.
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42. ACQUISITION OF SUBSIDIARIES AND JOINT VENTURES, NET OF CASH ACQUIRED

42.1 ACQUISITION OF FOSECO

In February 2008, as an initial stage in its acquisition of Foseco, the Company completed the purchase of 20 percent of the issued
share capital of Foseco India Ltd. at a cash cost of £6.9m, with directly attributable acquisition costs of £0.4m. On 4 April 2008,
the Company completed the acquisition of the entire issued share capital of Foseco at an agreed price of 295p per Foseco share,
valuing Foseco’s equity at £496.7m. In addition to the cash cost of the shares, directly attributable acquisition costs amounted to
£10.0m and net debt assumed on acquisition was £105.9m.

Foseco is a world leader in the supply of consumable products for use in the foundry and steel-making industries, with a
presence in 32 countries and major facilities in Germany, the US, the UK, Brazil, China, India, South Korea and Japan.

On 16 April 2008, the Company completed the disposal of Foseco’s Carbon Bonded Ceramics business (“CBC”) to companies
owned by RHI AG (“RHI”). In order to expedite anti-trust clearances in relation to the Company’s acquisition of Foseco, a
conditional agreement to sell CBC to RHI had been reached on 11 January 2008. CBC had revenue of approximately £19m for the
year ended 31 December 2007 and gross assets of approximately £8m as at 31 December 2007. Prior to disposal, the CBC assets
were classified as held for sale. Anti-trust clearance in connection with the acquisition of Foseco also required the disposal of the
Group’s Hi-Tech ceramic filters business, formerly part of the Ceramics division. This latter disposal was completed on 23
December 2008, to companies owned by Süd-Chemie AG. For the year ended 31 December 2008, Hi-Tech had revenue of
approximately £12m.

42.2 OTHER ACQUISITIONS

In addition to the acquisition of Foseco, in September 2008 the Group made two further acquisitions for a combined cost of
£10.7m, satisfied in cash. The fair value of the assets acquired in these transactions was £1.7m resulting in the recognition of
£9.0m of goodwill.

During 2007, the Group acquired interests in subsidiaries and joint ventures for a total consideration of £14.1m, comprising
fair value of net assets acquired of £8.6m, associated goodwill of £3.7m, and £1.8m invested in joint ventures. The net cash
outflow in 2007 in relation to acquisitions was £14.0m.
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42. ACQUISITION OF SUBSIDIARIES AND JOINT VENTURES, NET OF CASH ACQUIRED (CONTINUED)

42.3 IMPACT OF ACQUISITIONS ON GROUP RESULTS

Since acquisition, Foseco has contributed £361.4m to Group revenue and £52.8m to Group trading profit; other acquisitions have
contributed £1.5m to Group revenue and £0.2m to Group trading profit. If all acquisitions had taken place at the beginning of the
year, Group revenue would have been £2,331m and Group trading profit would have been £233.2m.

Acquisitions had the following effect on the Group’s assets and liabilities.

Other Total
Acquisition of Foseco acquisitions Group

Pre-acquisition Recognised Recognised Recognised
carrying Fair value values on values on values on
amounts adjustments acquisition acquisition acquisition

£m £m £m £m £m

Property, plant and equipment 87.2 (1.6) 85.6 0.9 86.5
Intangible assets 24.0 232.4 256.4 1.0 257.4
Employee benefits – net surpluses 2.4 – 2.4 – 2.4
Deferred tax assets 1.5 0.5 2.0 – 2.0
Cash and short-term deposits 20.5 – 20.5 0.4 20.9
Inventories 46.9 (1.4) 45.5 0.4 45.9
Trade and other receivables 104.7 (0.7) 104.0 1.5 105.5
Assets classified as held for sale – 8.0 8.0 – 8.0
Interest-bearing loans and borrowings (126.4) – (126.4) (1.7) (128.1)
Employee benefits – net liabilities (31.8) – (31.8) – (31.8)
Deferred tax liabilities (3.6) (76.9) (80.5) – (80.5)
Provisions (2.4) – (2.4) – (2.4)
Trade and other payables (71.6) (3.2) (74.8) (0.8) (75.6)
Income tax payable (15.7) – (15.7) – (15.7)
Minority interests (3.5) 1.4 (2.1) – (2.1)

Net identifiable assets and liabilities 32.2 158.5 190.7 1.7 192.4

Goodwill on acquisition 323.3 9.0 332.3

Consideration 514.0 10.7 524.7

Consideration comprised:

Cash 503.6 10.4 514.0
Directly attributable acquisition costs 10.4 0.3 10.7

Total consideration 514.0 10.7 524.7

Recognition in the Group Statement of Cash Flows:

Cash paid – for shares (503.6) (10.4) (514.0)
– acquisition costs (10.4) (0.3) (10.7)

Cash and cash equivalents acquired 20.5 0.4 20.9

Total impact of acquisitions on Group cash flows (493.5) (10.3) (503.8)
Less: reported in 2007 1.6 – 1.6

Net cash outflow from acquisition of subsidiaries and joint ventures (491.9) (10.3) (502.2)

The goodwill arising on the acquisition of Foseco of £323.3m, principally relates to the value of the anticipated synergies to be
realised from the acquisition, together with the value of Foseco’s assembled workforce. The fair value adjustments shown above
are provisional, based upon the fair value work that has been performed since the acquisition date. It is anticipated that the
acquisition accounting will be finalised in the Group’s 2009 half yearly financial report.

In respect of the other acquisitions, no significant fair value adjustments were made in arriving at the recognised values on
acquisition and the goodwill of £9.0m principally relates to the value of the anticipated synergies to be realised from the acquisition.
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43. DISPOSAL OF SUBSIDIARIES AND JOINT VENTURES, NET OF CASH DISPOSED OF

Continuing Discontinued Total Continuing Discontinued Total
operations operations 2008 operations operations 2007

£m £m £m £m £m £m

Net consideration:

Net proceeds received 21.2 – 21.2 1.5 19.3 20.8
Disposal costs payable (3.6) – (3.6) (1.1) (5.1) (6.2)

Total net consideration 17.6 – 17.6 0.4 14.2 14.6

Assets and liabilities disposed of:

Property, plant and equipment 4.3 – 4.3 – – –
Attributable goodwill (note 3.13) 2.6 – 2.6 0.5 – 0.5
Trade working capital 1.8 – 1.8 1.3 – 1.3
Employee benefits – – – (1.0) – (1.0)
Assets previously classified as held for sale 8.0 – 8.0 – 18.6 18.6
Liabilities previously classified as held for sale – – – – (4.3) (4.3)

Net assets disposed of 16.7 – 16.7 0.8 14.3 15.1

Profit/(loss) on disposal of operations 0.9 – 0.9 (0.4) (0.1) (0.5)

Net cash received from disposals:

Net proceeds received 21.2 – 21.2 1.5 19.3 20.8
Proceeds received in relation to prior years’ disposals 2.0 – 2.0 2.1 2.5 4.6
Disposal costs paid in relation to prior years’ disposals (0.4) (4.5) (4.9) (0.7) – (0.7)

Net cash inflow/(outflow) from disposal
of subsidiaries and joint ventures 22.8 (4.5) 18.3 2.9 21.8 24.7

Recognition in the Group Statement of Cash Flows:

Disposal of subsidiaries and joint ventures,
net of cash disposed of 21.2 – 21.2 2.9 21.9 24.8

Within other investing outflows, including additional
costs for prior years’ disposals 1.6 (4.5) (2.9) – (0.1) (0.1)

Net cash inflow/(outflow) from disposal
of subsidiaries and joint ventures 22.8 (4.5) 18.3 2.9 21.8 24.7

44. COMMITMENTS
2008 2007

£m £m

Capital commitments:
Contractual commitments for the acquisition of property, plant and equipment 12.9 14.0

Operating lease commitments:

The future aggregate minimum lease payments under non-cancellable operating leases are payable as follows:

Not later than one year 18.7 11.3
Later than one year and not later than five years 43.5 29.9
Later than five years 66.8 67.0

Total operating lease commitments 129.0 108.2
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45. CONTINGENT LIABILITIES

Guarantees given by the Group under property leases of discontinued operations amounted to £4.3m (2007: £3.2m). Details of
guarantees given by the Company, on behalf of the Group, are given in note 19 to the Company financial statements.

The Group has extensive international operations and several companies within the Group are parties to legal proceedings,
certain of which are insured claims arising in the ordinary course of the operations of the Group company involved. While the
outcome of litigation can never be predicted with certainty, having regard to legal advice received and the Group’s insurance
arrangements, the Directors believe that none of these matters will, either individually or in the aggregate, have a materially
adverse effect on the Group’s financial position or results of operations.

Legal claims have been brought against Group companies by third parties alleging that persons have been harmed by
exposure to hazardous materials. Two of the Group’s subsidiaries are subject to lawsuits in the US relating to a small number of
products containing asbestos manufactured prior to the acquisition of those subsidiaries by the Group. To date, there have been
no liability verdicts against either of these subsidiaries. A number of lawsuits have been withdrawn, dismissed or settled, and the
amount paid, including costs, in relation to this litigation has not had a materially adverse effect on the Group’s financial position
or results of operations.

46. PRINCIPAL SUBSIDIARIES AND JOINT VENTURES

Details of the principal subsidiaries and joint ventures of Cookson Group plc and the countries in which they are incorporated are
given in note 7 to the Company financial statements.

47. RELATED PARTIES

All transactions with related parties are conducted on an arm’s length basis and in accordance with normal business terms.
Transactions between related parties that are Group subsidiaries are eliminated on consolidation and are not disclosed in this note.

During the year, Group subsidiaries made sales of products and services to Group joint venture companies of £1.5m (2007: £1.2m)
and made purchases of goods and services from Group joint venture companies of £1.8m (2007: £0.2m). As at 31 December 2008,
amounts owed by the Group’s joint ventures to Group subsidiaries was £nil (2007: £nil) and amounts owed to Group joint ventures
by Group subsidiaries was £nil (2007: £nil). Details of related party information in relation to key management personnel are
given in note 12.3.

48. EVENTS AFTER THE BALANCE SHEET DATE

Under the terms of a fully underwritten rights issue, ordinary shareholders of the Company on the register at the close of
business on 13 February 2009 were offered 2,551,293,144 new ordinary shares of 10p each on the basis of twelve new ordinary
shares for every existing ordinary share held. These shares were fully subscribed on 4 March 2009, resulting in total proceeds
on issue of £241m, net of expenses of £14m.
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2008 2007
Notes £m £m

Fixed assets

Tangible assets 6 0.6 0.8
Investment in subsidiaries 7 2,711.7 1,820.7

Total fixed assets 2,712.3 1,821.5

Current assets

Debtors – amounts falling due within one year 8 3.5 16.9
Short-term deposits 22.2 110.0
Cash at bank and in hand 96.6 57.4
Derivative financial instruments 9 6.2 0.2

Total current assets 128.5 184.5

Creditors: amounts falling due within one year

Interest-bearing loans and borrowings 10 (252.9) (202.7)
Other creditors 11 (486.5) (203.6)
Derivative financial instruments 9 (37.2) (1.5)
Total current liabilities (776.6) (407.8)

Net current liabilities (648.1) (223.3)

Total assets less current liabilities 2,064.2 1,598.2

Creditors: amounts falling due after more than one year

Interest-bearing loans and borrowings 10 (783.5) (195.8)
Derivative financial instruments 9 (24.3) –
Provisions for liabilities 12 (4.4) (5.0)
Employee benefits 17 (1.2) (1.3)

Net assets 1,250.8 1,396.1

Equity capital and reserves

Called up share capital 13 21.3 21.3
Share premium account 14 8.1 8.0
Retained earnings 15 224.7 370.0
Other reserves 15 996.7 996.8

Shareholders’ funds – equity 1,250.8 1,396.1

The Company-only financial statements were authorised for issue by the Directors on 9 March 2009 and signed on their behalf by:

Robert Beeston Chairman Mike Butterworth Group Finance Director

COMPANY BALANCE SHEET
As at 31 December 2008
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

1. BASIS OF PREPARATION

1.1 BASIS OF ACCOUNTING

The Company-only financial statements are prepared in accordance with the Companies Act 1985 and under the historical cost
convention and in accordance with UK GAAP.

The Company’s results are included in the consolidated financial statements of Cookson Group plc, a company registered in
the United Kingdom. The Company is exempt under the terms of FRS 8 from disclosing related party transactions with entities
that are part of the Cookson Group plc group.

A separate Company-only profit and loss account has not been presented, as permitted by Section 230(4) of the Companies
Act 1985.

1.2 BASIS FOR PREPARATION OF FINANCIAL STATEMENTS ON A GOING CONCERN BASIS

Information on the business environment in which the Group operates, including the factors that are likely to impact the future
prospects of the Group, are included in the Chief Executive’s Review on pages 10 and 11 and the Operating Review on pages 12 to
21. The principal risks and uncertainties that the Group faces throughout its global operations are included in the Corporate
Governance Report on pages 32 to 39. The financial position of the Group, its cash flows, liquidity position and debt facilities are
described in the Financial Review on pages 22 to 27. In addition, notes 4 and 37 to the consolidated financial statements set out
the Group’s objectives, policies and processes for managing its capital; financial risks; financial instruments and hedging
activities; and its exposures to credit, market (both currency and interest rate-related) and liquidity risk. Further details of the
Group’s cash balances and borrowings are included in notes 20 and 36 to the consolidated financial statements.

The Group has two committed debt facilities, approximately £680m of syndicated bank facilities and approximately £250m
of US Private Placement loan notes. These facilities, which together total approximately £930m, have no significant debt
maturities in 2009, with the principal maturities due in 2011 and 2012, and contain a number of financial covenants with which
the Group is required to comply. In March 2009, the Group completed a rights issue which raised proceeds (net of expenses) of
£241m which were used to repay gross borrowings. This rights issue significantly strengthens the Group’s financial position.

The Directors have prepared cash flow forecasts for the Group for a period in excess of twelve months from the date of
approval of these consolidated financial statements. These forecasts reflect an assessment of current end-market conditions,
their impact on the Group’s future trading performance and the actions taken by management in response to the difficult market
conditions. The forecasts completed on this basis show that the Group will be able to operate within the current committed debt
facilities and show continued compliance with the financial covenants. In addition, management has considered various
mitigating actions that could be taken in the event that end-market conditions are worse than their current assessment. Such
measures include further reductions in costs, further reductions in capital expenditure and further reductions in those items of
working capital within management’s control.

On the basis of the exercise as described above and the available committed debt facilities, the Directors have a reasonable
expectation that the Group and Company have adequate resources to continue in operational existence for the foreseeable
future. Accordingly, they continue to adopt a going concern basis in preparing the financial statements of the Group and the
Company.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following principal accounting policies have been applied consistently when dealing with all items which are material in
relation to the Company-only financial statements.

2.1 CURRENT AND DEFERRED TAXATION

Both current and deferred tax are calculated using tax rates and laws that have been enacted, or substantively enacted, by the
balance sheet date.

Current tax payable is based on the taxable result for the year. Deferred taxation is recognised, without discounting, in respect
of all timing differences that have originated, but not reversed, at the balance sheet date, with the exception that deferred
taxation assets are only recognised if it is considered more likely than not that there will be suitable future profits from which
the reversal of the underlying timing differences can be deducted. Provision is made for the tax that would arise on remittance
of the retained earnings of overseas subsidiaries only to the extent that, at the balance sheet date, dividends have been accrued
as receivable.

2.2 SHARE-BASED PAYMENTS

The Company operates equity-settled share-based payment arrangements for employees. Equity-settled share-based payments
are measured at fair value at the date of grant. The fair value determined at the grant date takes account of the effect of market-
based conditions, such as the Total Shareholder Return target upon which vesting for some of the awards is conditional, and is
expensed on a straight-line basis over the vesting period with a corresponding increase in equity. The cumulative expense
recognised is adjusted for the best estimate of the shares that will eventually vest and for the effect of other non market-based
vesting conditions, such as growth in headline earnings per share, which are not included in the fair value determined at the date
of grant. For grants with market-based conditions attaching to them, fair value is measured using a form of stochastic option
pricing model. For all other grants, fair value is measured using the Black-Scholes model.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.3 PENSION COSTS

The Company participates in a UK-wide Group pension plan providing benefits based on final pensionable salary. The assets of
the plan are held separately from those of the Company in an independently administered fund. The Company is unable to
identify its share of the underlying assets and liabilities of the plan on a consistent and reasonable basis and therefore, as
required by FRS 17, Retirement Benefits, accounts for the plan as if it were a defined contribution scheme. As a result, the amount
charged to the profit and loss account represents the contributions payable to the plan for the year.

The Company also participates in a UK-wide Group defined contribution pension plan. The assets of the plan are held
separately from those of the Company in an independently administered fund. The amount charged to the profit and loss account
represents the contributions payable to the plan for the year. Differences between contributions payable in the year and
contributions actually paid are shown as either accruals or prepayments in the balance sheet.

2.4 POST-RETIREMENT PLANS OTHER THAN PENSION PLANS

The Company operates a post-retirement healthcare benefits plan. The costs of providing the benefits under this plan are not
funded and the amount recognised in the balance sheet is based upon independent actuarial valuations, using the projected unit
method.

2.5 FOREIGN CURRENCIES

Assets and liabilities denominated in foreign currencies are translated into sterling at rates prevailing at the balance sheet date.
Exchange differences arising from the translation of loans to overseas subsidiaries and joint ventures, foreign currency
borrowings, trading and other items are taken to profit or loss.

2.6 BORROWING COSTS

Interest-bearing loans and borrowings are recorded at the proceeds received, net of direct issue costs. Finance charges and direct
issue costs are accounted for on an accruals basis in the profit and loss account using the effective interest rate method.

2.7 INVESTMENT IN SUBSIDIARIES

Shares in subsidiaries are stated at cost, together with long-term loans that are stated at amortised cost, less any impairment in
value.

2.8 FINANCIAL INSTRUMENTS

The Company uses derivative financial instruments in the form of forward foreign currency contracts and interest rate swaps to
manage the effects of its exposure to fluctuations in foreign exchange and interest rates on its borrowings. In accordance with
its treasury policy, the Company does not hold or issue derivative financial instruments for trading purposes.

Derivative financial instruments are measured at fair value. The method of recognising the gain or loss on remeasurement to
fair value depends on whether the derivative is designated as a hedging instrument and, if so, the nature of the item being
hedged.

The fair value of forward foreign currency contracts is their quoted market price at the balance sheet date. The fair value of
interest rate swaps is the estimated amount that the Company would receive or pay to terminate the swap at the balance sheet
date, taking into account current interest rates and the creditworthiness of the swap counterparties.

2.9 PROVISIONS

Provisions are recognised when the Company has a present obligation as a result of a past event and it is probable that the
Company will be required to settle that obligation. Provisions are measured at the Directors’ best estimate of the expenditure
required to settle the obligation at the balance sheet date.
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3. EMPLOYEE BENEFITS EXPENSE

The total employee benefits expense for the year comprises:
2008 2007

£m £m

Wages and salaries 5.8 5.9
Social security costs 0.4 1.2
Share-based payments (note 18) 1.7 1.7
Pension costs – defined benefit (note 17) 23.4 4.6

– defined contribution (note 17) 0.1 0.1
Other post-retirement benefits – interest cost (note 17) 0.1 0.2

– curtailment gain (note 17) – (1.0)

Total employee benefits expense 31.5 12.7

Details of the Directors’ remuneration are disclosed in the Directors’ Remuneration Report on pages 45 to 51. Of the total pension
costs of £23.5m (2007: £4.7m), £22.4m (2007: £3.0m) related to the Company’s additional funding top up payments made in the
year.

The average number of employees during the year was 37 (2007: 35).

4. AUDIT AND NON-AUDIT FEES

Amounts payable to KPMG Audit Plc in relation to audit and non-audit fees are disclosed within note 8 to the consolidated
financial statements.

5. DIVIDENDS

The dividend per ordinary share amounts shown in the table below have been restated by dividing those previously reported by
an adjustment factor to reflect the bonus element in the shares issued under the terms of the rights issue which completed on
4 March 2009. The adjustment factor used was 6.6391.

2008 2007
£m £m

Final dividend for the year ended 31 December 2007 of 1.32p (2006: 1.05p) per ordinary share 18.6 13.5
Interim dividend for the year ended 31 December 2008 of 0.88p (2007: 0.64p) per ordinary share 12.4 8.2

Total dividends paid in the year 31.0 21.7

Proposed final dividend for the year ended 31 December 2008 of nil (2007: 1.32p) per ordinary share – 18.6

The Board has recently reviewed the Company’s near-term dividend policy in response to the ongoing global financial crisis and
challenging trading conditions. As a consequence, no final dividend for the year ended 31 December 2008 will be recommended
to shareholders at the Company’s Annual General Meeting (2007 restated: 1.32p per ordinary share).

6. TANGIBLE ASSETS

The net book value of the Company’s tangible fixed assets as at 31 December 2008 amounted to £0.6m (2007: £0.8m) in respect
of leasehold improvements, for which depreciation charged to the profit and loss account during the year amounted to £0.2m
(2007: £0.2m) and capital expenditure amounted to £nil (2007: £0.4m).
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7. INVESTMENT IN SUBSIDIARIES
Cost Loans Provisions Net book value

£m £m £m £m

As at 1 January 2008 969.3 913.5 (62.1) 1,820.7
Exchange adjustments – 128.2 – 128.2
Additions 531.2 273.7 – 804.9
Disposals, repayments and other movements (14.2) (32.1) 4.2 (42.1)

As at 31 December 2008 1,486.3 1,283.3 (57.9) 2,711.7

The principal subsidiaries and joint ventures of Cookson Group plc and the countries in which they are incorporated are as follows:
*Cookson America, Inc., USA *Foseco GmbH, Germany
*Cookson Australia Pty Ltd, Australia *Foseco International Ltd, England and Wales
*Cookson Ceramics Ltd, England and Wales *Foseco (Jersey) Ltd, Jersey
Cookson (Europe) SA, Switzerland Foseco Ltd, England and Wales

*Cookson Investments, Inc., USA *Fry’s Metals Inc., USA
*Cookson Investments Ltd, England and Wales *Stern/Leach Company, USA
Cookson Overseas Ltd, England and Wales *Stern Metals, Inc., USA

*Cookson Precious Metals Ltd, England and Wales *Vesuvius Crucible Company, USA
*Cookson Singapore Pte Ltd, Singapore *Vesuvius USA Corporation, USA
*Electroplating Engineers of Japan Ltd, Japan (50%) *Wilkes-Lucas Ltd, England and Wales

Where marked with an asterisk (*), the ordinary capital of the above companies was owned by a Cookson Group plc subsidiary as
at 31 December 2008. All of the above companies are wholly-owned, unless otherwise stated. A full list of Group companies will
be included in the Company’s Annual Return to the Registrar of Companies.

All of the above companies have the same year-end as Cookson Group plc with the exception of Electroplating Engineers of
Japan Ltd which has a year-end of 31 March.

8. DEBTORS
2008 2007

£m £m

Amounts falling due within one year:

Corporate taxes recoverable 3.0 3.0
Other debtors 0.3 11.2
Prepayments and accrued income 0.2 0.2
Amounts owed by subsidiary undertakings – 2.5

Total amounts falling due within one year 3.5 16.9

9. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are measured at fair value and comprise forward foreign exchange contracts, where changes in
fair value are recognised in the profit and loss account, and interest rate swaps, where changes in fair value are initially
recognised in reserves. The fair values of the Company’s derivative financial instruments as at 31 December 2008 comprised an
asset of £6.2m (2007: £0.2m) and a liability of £61.5m (2007: £1.5m), of which £37.2m (2007: £1.5m) is shown within current
liabilities and £24.3m (2007: £nil) is shown within non-current liabilities.
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10. INTEREST-BEARING LOANS AND BORROWINGS

10.1 BORROWING FACILITIES

As at 31 December 2008, the Company had committed borrowing facilities of £1,044.1m (2007: £383.0m), of which £228.2m
(2007: £187.0m) were undrawn and due to expire in more than two years but not more than five years from the balance sheet
date.

The Company’s borrowing requirements are met by US Private Placement Loan Notes (“USPP”) and a multi-currency
committed syndicated bank facility of £793.7m (2007: £200.0m). The USPP facility was fully drawn as at 31 December 2008 and
amounted to £250.4m (US$365.0m), of which $40.0m is repayable in November 2009, $135.0m in May 2010 and $190.0m in May
2012. The syndicated bank facility comprises £443.7m of term loans and a £350.0m revolving credit facility which terminates in
2012. This facility was used, in combination with the net proceeds of £150.6m from the share placing on 11 October 2007, to
finance the acquisition of Foseco in April 2008. This included the refinancing of the existing committed bank facilities of Cookson
and Foseco. The facility was originally repayable in three tranches: £75.0m and ¤37.5m in October 2010; £75.0m and ¤37.5m in
October 2011; and £500.0m and ¤75.0m in October 2012.

On 6 March 2009, the Company came to an agreement with the banks providing the syndicated facility whereby the Company
agreed to prepay, in March 2009, the £75.0m and ¤37.5m tranches originally due to be repaid in October 2010. In exchange for
this the banking syndicate has rescheduled by one year the tightening of the net debt to EBITDA covenant attached to the facility.
As a result, the covenant test will now be 3.5 times (previously 3.0 times) at 30 June 2009 and 31 December 2009, reverting to
3.0 times as at 30 June 2010 and thereafter. Following this change to the facility, the required future repayments are £75.0m and
¤37.5m in 2011, with the balance of £500.0m and ¤75.0m being repayable in 2012.

10.2 ANALYSIS OF LOANS AND BORROWINGS
2008 2007

£m £m

Amounts falling due within one year:

Loans 27.4 –
Bank overdrafts 227.7 202.8
Capitalised borrowing costs (2.2) (0.1)

Total amounts falling due within one year 252.9 202.7

Amounts falling due after more than one year:

Loans 788.5 196.0
Capitalised borrowing costs (5.0) (0.2)

Total amounts falling due after more than one year 783.5 195.8

Total interest-bearing loans and borrowings 1,036.4 398.5

Analysis of interest-bearing loans and borrowings:

Loans and overdrafts repayable within five years:

Unsecured – senior loan notes 250.4 183.0
– other 793.2 215.8

Capitalised borrowing costs (7.2) (0.3)

Total interest-bearing loans and borrowings 1,036.4 398.5

Loans and borrowings are repayable as follows:

On demand or within one year 255.1 202.8
In the second year 203.5 20.1
In the third year 110.9 80.7
In the fourth year 474.1 –
In the fifth year – 95.2
Capitalised borrowing costs (7.2) (0.3)

Total interest-bearing loans and borrowings 1,036.4 398.5
Less: amount repayable within one year (252.9) (202.7)

Amount repayable in more than one year 783.5 195.8
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11. OTHER CREDITORS
2008 2007

£m £m

Amounts falling due within one year:
Amounts owed to subsidiary undertakings 471.0 188.7
Other taxes and social security 0.4 1.2
Accruals and other creditors 15.1 13.7

Total amounts falling due within one year 486.5 203.6

12. PROVISIONS FOR LIABILITIES
2008 2007

£m £m

As at 1 January 5.0 6.0
Credit to profit and loss account (0.6) (1.0)

As at 31 December 4.4 5.0

The balance of £4.4m as at 31 December 2008 (31 December 2007: £5.0m) represents a deferred tax liability in respect of
deferred income relating to interest rate swaps closed-out in prior years. The total deferred tax asset not recognised as at 31
December 2008 was £87.8m (31 December 2007: £60.5m), consisting of £45.4m (2007: £22.4m) relating to operating losses,
£4.9m (2007: £0.6m) relating to other temporary differences, £24.4m (2007: £24.4m) relating to capital losses and £13.1m (2007:
£13.1m) relating to ACT tax credits.

13. SHARE CAPITAL – ORDINARY SHARES OF 10 PENCE

13.1 NUMBER OF SHARES
2008 2007

m m

Authorised – as at 1 January and 31 December 1,935.0 1,935.0

Issued and fully paid

As at 1 January 212.6 193.4
Shares issued in the year – 19.2

As at 31 December 212.6 212.6

13.2 VALUE OF SHARES
2008 2007

£m £m

Authorised – as at 1 January and 31 December 193.5 193.5

Issued and fully paid

As at 1 January 21.3 19.3
Shares issued in the year – 2.0

As at 31 December 21.3 21.3

In October 2007, the Company issued 18,583,519 new 10p ordinary shares through a share placing at a price of 825p per ordinary
share, to part finance the Company’s acquisition of Foseco plc. The issue raised £150.6m net of issue costs.

The holders of ordinary shares are entitled to receive dividends as declared from time to time, are entitled to one vote per
share at meetings of the Company and rank equally with regard to entitlement to the Company’s residual assets.

On 5 March 2009, the Company issued 2,551,293,144 new 10p ordinary shares under the terms of a fully underwritten rights
issue (note 20).
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14. SHARE PREMIUM ACCOUNT
£m

As at 1 January 2007 6.3
Arising on exercise of share options 1.7

As at 1 January 2008 8.0
Arising on exercise of share options 0.1

As at 31 December 2008 8.1

15. RESERVES
Share Other Total

Treasury option Hedging retained retained Other Total
shares reserve reserve earnings earnings reserves reserves

£m £m £m £m £m £m £m

As at 1 January 2008 (5.3) 2.7 – 372.6 370.0 996.8 1,366.8
Net loss transferred from the profit
and loss account – – – (102.5) (102.5) – (102.5)
Actuarial gain on employee benefits plans – – – 0.1 0.1 – 0.1
Recognition of share-based payments – 1.7 – – 1.7 – 1.7
Release of share option reserve
on exercised options – (1.1) – 1.1 – – –
Disposal of treasury shares 6.6 – – (6.3) 0.3 – 0.3
Purchase of treasury shares (3.9) – – – (3.9) – (3.9)
Change in fair value of cash flow hedges – – (10.1) – (10.1) – (10.1)
Transfers – – – 0.1 0.1 (0.1) –
Dividends – – – (31.0) (31.0) – (31.0)

As at 31 December 2008 (2.6) 3.3 (10.1) 234.1 224.7 996.7 1,221.4

Treasury shares
As at 1 January 2008, 0.6m ordinary shares of 10p each of the Company were held by Cookson Investments (Jersey) Limited, as
Trustee of the Cookson Group Employee Share Ownership Plan (“ESOP”), with a nominal value of £0.1m, which were purchased
at a gross cost of £5.3m. During the year 0.7m shares were purchased by the ESOP at a cost of £3.9m to meet future share option
obligations. In addition, 0.9m shares were utilised by the ESOP to meet share option obligations and accordingly £6.6m has been
transferred from the treasury shares reserve to retained earnings, net of £0.3m consideration received.

As at 31 December 2008, the number of ordinary shares of 10p each of the Company so held in trust was 0.4m, having a
nominal value of £nil, which were purchased at a gross cost of £2.6m. The purchase of these shares was financed by the Company
out of borrowings included in the Company Balance Sheet as at 31 December 2008. The market value of these shares as at
31 December 2008 was £0.5m (2007: £4.4m). The Trustee of the ESOP has waived its rights to receive dividends on the shares
held. The shares are held, as treasury shares, to meet share option obligations as and when they arise at the discretion of the
Company.

As at 31 December 2008, awards granted over ordinary shares and capable of being satisfied through new allotments of
shares or through shares held by the Company’s ESOP were as follows:

Option/ Latest Number of
Years of allocation years of options/
award/ prices exercise/ allocations

grant (£) vesting outstanding

Long-Term Incentive Plan 2006-2008 5.46-6.64 2009-2011 2,472,621
Executive Share Option Schemes 1999-2003 2.50-22.90 2009-2013 1,509,898
Deferred Share Bonus Plan 2007-2008 6.23-6.64 2010-2011 23,016
UK and International Sharesave schemes 2003-2004 2.70-3.50 2009-2010 92,976

The share prices reported in the table above have not been adjusted for the effects of the rights issue which completed on
4 March 2009 (note 20).
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15. RESERVES (CONTINUED)

Other reserves
The cancellation in 2006 of the Company’s deferred shares and share premium account created, following the registration of the
order of the High Court with the Registrar of Companies, a non-distributable reserve of the Company of £1,003.4m reported
within other reserves. This reserve becomes distributable at such time when all external creditors of the Company as at
15 February 2006 have either been fully settled, or have agreed that this reserve may be deemed distributable, or to the extent
that additional share capital or share premium arises after 2006 as a result of an issue of new shares.

16. RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS
Total

Share Share Retained Other shareholders’
capital premium earnings reserves equity

£m £m £m £m £m

As at 1 January 2008 21.3 8.0 370.0 996.8 1,396.1
Net loss transferred from the profit and loss account (note 15) – – (102.5) – (102.5)
Actuarial gain on employee benefits plans (note 17) – – 0.1 – 0.1
Recognition of share-based payments (note 15) – – 1.7 – 1.7
Arising from issue of shares during the year (notes 13 and 14) – 0.1 – – 0.1
Disposal of treasury shares – – 0.3 – 0.3
Purchase of treasury shares – – (3.9) – (3.9)
Change in fair value of cash flow hedges – – (10.1) – (10.1)
Transfers (note 15) – – 0.1 (0.1) –
Dividends (note 5) – – (31.0) – (31.0)

As at 31 December 2008 21.3 8.1 224.7 996.7 1,250.8

17. EMPLOYEE BENEFITS

17.1 PENSION PLANS

The Company participates in a UK-wide Group defined benefit pension scheme. The Company is unable to identify its share of the
underlying assets and liabilities of the scheme and therefore accounts for its membership of the scheme as it would for a defined
contribution scheme. Costs charged in the year in respect of its contributions payable to the scheme were £23.4m (2007: £4.6m).
The pension scheme is a closed scheme and therefore under the projected unit method the current service cost would be
expected to increase as the members of the scheme reach retirement.

The last full actuarial valuation of the UK defined benefit scheme, which was performed by an independent qualified actuary,
was carried out as at 31 December 2006. At that date, the market value of the plan assets was £278.3m, representing 78% of
accrued plan benefits at the time (using the projected unit method of valuation) of £356.6m. Calculated on a ‘buy-out’ basis
(using an estimation of the cost of buying out the UK Plan benefits with an insurance company), the liabilities at that date were
£475.7m, representing a funding level of 59%. The 2006 full valuation has been updated, as appropriate, in order to estimate the
liabilities of the scheme as at 31 December 2008, at which date the market value of the plan assets was £406.3m (2007: £318.1m),
representing 120% (2007: 92%) of estimated accrued plan benefits of £337.6m (2007: £344.1m).

The Company also participates in a UK-wide defined contribution pension scheme. The pension cost charge represents
contributions payable by the Company to the scheme and amounted to £0.1m (2007: £0.1m). There were no outstanding
contributions payable to the scheme as at 31 December 2008 (31 December 2007: £nil).
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NOTES TO THE COMPANY FINANCIAL STATEMENTS (CONTINUED)

17. EMPLOYEE BENEFITS (CONTINUED)

17.2 POST-EMPLOYMENT PLANS OTHER THAN PENSION PLANS

The Company operates a post-retirement healthcare benefits plan. The costs of providing the benefits under this plan are not
funded. The level of the accrued plan benefits provision is based on independent actuarial valuations, using the projected unit
method. The last full actuarial valuation of the plan, which was performed by an independent qualified actuary, was carried out
at 31 December 2008, at which date the accrued plan benefits were £1.2m (2007: £1.3m; 2006: £3.8m; 2005: £4.9m; 2004:
£4.2m). During 2007 changes were made to the post-retirement healthcare plan which resulted in a reduction of the costs borne
by the Company in order to meet its liabilities under the plan. As a result of these changes a curtailment credit arose of £1.0m,
reducing the plan benefits accrual.

(a) Principal assumptions used to calculate post-employment plan obligations:
2008 2007

% %

Discount rate 6.25 5.82
Healthcare cost trend – long-term 2.80 3.20

– next year 2.80 3.20

(b) The movement on the present value of post-employment benefit plan liabilities is as follows:
2008 2007

£m £m

Present value as at 1 January 1.3 3.8
Interest cost 0.1 0.2
Curtailment gain – (1.0)
Actuarial gain recognised in equity (0.1) (1.6)
Net benefits paid out (0.1) (0.1)

Present value as at 31 December 1.2 1.3

(c) The history of experience adjustments is as follows:
2008 2007 2006 2005 2004

Experience (loss)/gain arising on the plan liabilities (£m) – (0.1) 1.2 – 0.3
As % of present value of plan liabilities – (8%) 32% – 7%
Actuarial gain/(loss) recognised in equity (£m) 0.1 1.6 1.1 (0.7) 0.3
As % of present value of plan liabilities 8% 123% 29% (13%) 7%

18. SHARE-BASED PAYMENTS

18.1 SHARE-BASED PAYMENT SCHEMES

The Company operates a number of different share-based payment schemes, the main features of each scheme being detailed
in note 39 to the consolidated financial statements. The exercise prices shown in the following tables are the weighted average
exercise prices. The number of options/awards and the associated exercise/share prices in the tables below have not been
restated to reflect the bonus element of the shares issued under the terms of the rights issue which completed on 4 March 2009.
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18. SHARE-BASED PAYMENTS (CONTINUED)

18.2 DETAILS OF OUTSTANDING OPTIONS/AWARDS

Outstanding awards Awards
exercisable Earliest Latest

As at 1 As at 31 as at 31 year in year in Range of
January Forfeited/ December December which which exercise

2008 Granted Exercised lapsed 2008 2008 awards awards prices
No. No. No. No. No. No. exercisable expire pence

LTIP 1,287,965 484,197 (406,079) (3,154) 1,362,929 – 2009 2011
Exercise price nil nil nil nil nil – n/a

MTIP 29,116 – (29,116) – – – n/a n/a
Exercise price nil – nil – – – n/a

ESOS 11,516 – (5,855) – 5,661 5,661 2009 2013
Exercise price 325p – 295p – 356p 356p 250-360p

DBP 13,472 13,495 (1,961) (1,990) 23,016 – 2010 2011
Exercise price nil nil nil nil nil – n/a

SAYE – – – – – – n/a n/a
Exercise price – – – – – – n/a

Outstanding awards Awards
exercisable Earliest Latest

As at 1 As at 31 as at 31 year in year in Range of
January Forfeited/ December December which which exercise

2007 Granted Exercised lapsed 2007 2007 awards awards prices
No. No. No. No. No. No. exercisable expire pence

LTIP 1,078,196 438,087 – (228,318) 1,287,965 – 2008 2010
Exercise price nil nil – nil nil – n/a

MTIP 29,116 – – – 29,116 – 2008 2008
Exercise price nil – – – nil – n/a

ESOS 12,908 – (1,392) – 11,516 11,516 2008 2013
Exercise price 329p – 360p – 325p 325p 250-360p

DBP – 13,869 – (397) 13,472 – 2010 2010
Exercise price – nil – nil nil – n/a

SAYE 3,159 – (3,159) – – – n/a n/a
Exercise price 297p – 297p – – – n/a

Options were exercised on a regular basis throughout 2008. The weighted average share price during 2008 was 513p (2007: 702p).

18.3 AWARDS GRANTED DURING THE YEAR
2008 2007

LTIP LTIP

EPS TSR EPS TSR
DBP element element DBP element element

Fair value of options granted (per share) 664p 664p 358p 635p 635p 324p
Share price on date of grant (per share) 664p 664p 664p 635p 635p 635p
Expected volatility n/a n/a 32.5% n/a n/a 31.9%
Risk-free interest rate n/a n/a 3.9% n/a n/a 5.4%
Exercise price (per share) nil nil nil nil nil nil
Expected term (years) 3.00 3.00 3.00 3.00 3.00 3.00
Expected dividend yield n/a n/a n/a n/a n/a n/a
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18. SHARE-BASED PAYMENTS (CONTINUED)

18.4 PROFIT AND LOSS ACCOUNT RECOGNITION
2008 2007

£m £m

The total expense recognised in respect of share-based payments is as follows:

Long-Term Incentive Plan 1.7 1.6
Mid-Term Incentive Plan – 0.1

Total expense recognised in respect of share-based payments 1.7 1.7

19. CONTINGENT LIABILITIES

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within its Group,
the Company considers these to be insurance arrangements and accounts for them as such. In this respect, the Company treats
the guarantee contract as a contingent liability until such time as it becomes probable that the Company will be required to make
a payment under the guarantee. Guarantees provided by the Company as at 31 December 2008 in respect of the liabilities of its
subsidiary companies amounted to £66.9m (31 December 2007: £39.7m) and guarantees under property leases of discontinued
operations amounted to £4.3m (31 December 2007: £3.2m).

In addition, on behalf of its subsidiaries the Company has given guarantees to precious metals consignors amounting to
£396.8m (2007: £344.1m), representing all of the value of precious metals held by its subsidiaries on consignment terms as at
31 December 2008. Further details of these consignment arrangements are given in note 28 to the consolidated financial
statements.

Cookson has extensive international operations and several of its subsidiaries are parties to legal proceedings, certain of
which are insured claims arising in the ordinary course of the operations of the company involved. While the outcome of litigation
can never be predicted with certainty, having regard to legal advice received and the insurance arrangements of the Company
and its subsidiaries, the Directors believe that none of these matters will, either individually or in the aggregate, have a materially
adverse effect on the Company’s financial condition or results of operations.

20. EVENTS AFTER THE BALANCE SHEET DATE

Under the terms of a fully underwritten rights issue, ordinary shareholders of the Company on the register at the close of
business on 13 February 2009 were offered 2,551,293,144 new ordinary shares of 10p each on the basis of twelve new ordinary
shares for every existing ordinary share held. These shares were fully subscribed on 4 March 2009, resulting in total proceeds
on issue of £241m, net of expenses of £14m.
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2008 2007 2006 2005 2004

Ceramics division

Revenue £m 1,264.3 781.1 756.6 722.1 714.9
Trading profit £m 167.7 109.4 89.5 73.1 59.6
Return on sales % 13.3 14.0 11.8 10.1 8.3
Employees: year-end No. 11,418 8,599 8,779 8,631 8,413

Electronics division

Revenue £m 620.3 558.2 554.7 489.2 473.5
Trading profit £m 51.7 58.0 58.5 52.5 48.5
Return on sales % 8.3 10.4 10.5 10.7 10.2
Employees: year-end No. 3,037 3,082 2,894 2,932 3,057

Precious Metals division

Net sales value (“NSV”) £m 117.6 105.1 110.8 108.2 128.0
Trading profit £m 4.5 9.9 11.0 7.8 11.3
Return on NSV % 3.8 9.4 9.9 7.2 8.8
Employees: year-end No. 1,683 1,894 1,723 1,781 1,980

FIVE YEAR SUMMARY
– DIVISIONAL RESULTS FROM CONTINUING OPERATIONS
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FIVE YEAR SUMMARY
– GROUP

2008 2007 2006 2005 2004
INCOME STATEMENT £m £m £m £m £m

Revenue:

Continuing operations 2,202.5 1,619.5 1,589.6 1,457.1 1,476.1
Discontinued operations – 1.5 71.8 177.5 176.4

Total revenue 2,202.5 1,621.0 1,661.4 1,634.6 1,652.5

Trading profit:

Continuing operations 216.3 169.6 150.3 124.9 110.5
Discontinued operations – (0.2) 7.9 9.8 9.4

Total trading profit 216.3 169.4 158.2 134.7 119.9
Restructuring and integration costs (39.6) (5.8) (34.7) (18.5) (22.7)
Inventory fair value adjustment (2.6) – – – –
Profit/(loss) relating to non-current assets 3.4 7.0 13.1 – (16.8)
Amortisation and impairment of intangible assets (52.5) – – – –
Curtailment gains relating to employee benefits 6.0 1.0 8.6 – –

Profit from operations 131.0 171.6 145.2 116.2 80.4
Net finance costs (43.0) (21.5) (28.4) (36.2) (32.6)
Share of post-tax profit of joint ventures 0.7 1.7 1.4 1.4 2.3
Net profit/(loss) on disposal of continuing operations 0.9 (0.4) (4.7) (2.9) (37.5)

Profit before tax 89.6 151.4 113.5 78.5 12.6
Income tax costs (40.2) (43.4) (43.8) (44.4) (29.6)
Net post-tax loss on disposal of operations – (0.1) (3.3) (41.7) –

Profit/(loss) for the year 49.4 107.9 66.4 (7.6) (17.0)

2008 2007 2006 2005 2004
BALANCE SHEET £m £m £m £m £m

Property, plant and equipment 446.6 254.7 222.4 264.9 322.9
Goodwill and other intangible assets 1,187.6 430.8 429.0 481.6 485.2
Employee benefits – net surpluses 70.6 – – – –
Other non-current assets 59.3 50.0 50.8 58.8 75.4

Total non-current assets 1,764.1 735.5 702.2 805.3 883.5

Inventories 331.6 201.4 171.2 179.6 174.1
Trade receivables 412.7 299.9 263.7 267.2 274.3
Trade payables (188.8) (138.8) (131.2) (132.2) (152.7)
Trade working capital 555.5 362.5 303.7 314.6 295.7
Other net liabilities (429.8) (185.4) (186.1) (141.1) (224.4)

Total capital employed 1,889.8 912.6 819.8 978.8 954.8

Total parent company shareholders’ equity 974.6 754.0 474.8 449.0 431.4
Minority interests 17.6 11.9 9.4 12.7 11.7
Net debt 731.7 50.6 180.5 292.3 321.8
Employee benefits – net liabilities 165.9 96.1 155.1 224.8 189.9

Total funding 1,889.8 912.6 819.8 978.8 954.8
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2008 2007 2006 2005 2004
STATEMENT OF CASH FLOWS £m £m £m £m £m

Profit from operations 131.0 171.6 145.2 116.2 80.4
Adjustments for:

– Restructuring and integration costs 39.6 5.8 34.7 18.5 22.7
– Inventory fair value adjustment 2.6 – – – –
– (Profit)/loss relating to non-current assets (3.4) (7.0) (13.1) – 16.8
– Amortisation and impairment of intangible assets 52.5 – – – –
– Curtailment gains relating to employee benefits (6.0) (1.0) (8.6) – –
– Depreciation 47.2 34.9 37.0 47.9 47.7

EBITDA 263.5 204.3 195.2 182.6 167.6
Net increase in trade working capital (8.9) (44.8) (29.2) (43.3) (1.4)
Net operating outflow related to assets and liabilities classified as held for sale – (1.5) (7.2) – –
Outflow related to restructuring and integration costs (23.0) (14.7) (16.1) (17.0) (14.2)
Additional funding contributions into Group pension plans (25.0) (28.1) (25.5) (10.0) (6.5)

Cash generated from operations 206.6 115.2 117.2 112.3 145.5
Net interest paid (34.2) (19.1) (22.0) (29.5) (31.5)
Income taxes paid (52.0) (26.7) (27.5) (20.2) (20.7)

Net cash inflow from operating activities 120.4 69.4 67.7 62.6 93.3
Additional funding contributions into Group pension plans 25.0 28.1 25.5 10.0 6.5
Purchase of property, plant and equipment (72.8) (59.9) (43.2) (42.5) (42.3)
Proceeds from the sale of property, plant and equipment 2.2 10.5 16.6 10.3 1.4
Dividends received from joint ventures 0.4 1.3 0.9 4.7 2.3
Dividends paid to minority shareholders (2.1) (1.8) (3.0) (2.2) (3.1)

Free cash flow 73.1 47.6 64.5 42.9 58.1

SHAREHOLDER RETURN STATISTICS 2008 2007 2006 2005 2004

Earnings per share – headline: continuing operations (pence) 8.9 8.2 6.4 4.8 4.1
– headline: discontinued operations (pence) – – 0.6 0.8 0.6

– headline: total operations (pence) 8.9 8.2 7.0 5.6 4.7
– basic: total operations (pence) 3.3 8.0 4.9 (0.9) (1.7)
– diluted: total operations (pence) 3.3 8.0 4.9 (0.9) (1.7)

Dividends per share (pence) 0.88 1.96 1.51 0.75 nil
Share price – year-end (pence) 127 697 628 425 355

– high (pence) 776 875 638 427 495
– low (pence) 75 578 425 288 300

Shares in issue – weighted average (millions) 1,407.8 1,306.2 1,271.4 1,251.5 1,250.1
– year-end (millions) 1,411.5 1,411.5 1,284.0 1,264.1 1,258.8

The shareholder return statistics reported above have been restated as follows:
• Figures originally reported for 2004 have been adjusted by a factor of 10 to take account of a 10 for 1 share consolidation that took

place on 26 May 2005.
• All the figures reported above, with the exception of the share price information, have been adjusted to reflect the bonus element in

the shares issued under a rights issue which completed on 4 March 2009. The adjustment factor used was 6.6391.
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SHAREHOLDER INFORMATION

Enquiries
The Company’s Share Register is managed by Equiniti. Equiniti
can be contacted regarding shareholding queries at the following
address:
Equiniti Limited
Aspect House
Spencer Road
Lancing
West Sussex BN99 6DA
Tel (UK only) 0871 384 2335
Tel (non-UK) +44 121 415 7047
Fax (UK only) 0871 384 2100
Fax (non-UK) +44 1903 702 424

For the hard of hearing, Equiniti offers a special Textel service
which can be accessed by dialling 0871 384 2255.

All other shareholder enquiries not related to the share register
should be addressed to the Group Secretary at the Registered
Office or e-mailed to: shareholder.information@cookson.co.uk

Registered Office and Group Head Office
Cookson Group plc
165 Fleet Street
London EC4A 2AE
Tel +44 (0)20 7822 0000
Fax +44 (0)20 7822 0100
(Registered in England & Wales No. 251977)

Corporate website
Shareholder and additional corporate information about the
Company can be accessed on the Company’s website:
www.cooksongroup.co.uk

On the website you can:
• view Cookson’s share price (delayed by 20 minutes during

market hours);
• access published Annual and Half Yearly Reports;
• view Cookson’s press announcements;
• find out other information on Cookson; and
• access links to other Cookson and industry-related sites.

Shareview
A website, www.shareview.co.uk, has been developed by Equiniti,
the Company’s Registrar, enabling shareholders to access details
of shareholdings online. The website provides information useful
to the management of investments together with an extensive
schedule of frequently asked questions. In order to gain access to
shareholdings the shareholder reference number is required,
which can be found at the top of the Company’s share certificates.

Shareholders can register to receive shareholder
communications, including the Company’s Report and Accounts,
electronically, rather than in paper form, using Shareview. The
registration process requires input of the shareholder reference
number. To ensure that shareholder communications are received
in electronic form, “email” should be selected as the mailing
preference. Once registered, shareholders will be sent an e-mail
notifying them each time that a shareholder communication has
been published on the Company’s website.

Dealing Services
UK resident shareholders can now sell shares on the internet or
by phone using Equiniti’s Shareview Dealing facility by either
logging on to www.shareview.co.uk/dealing or by calling 0871 384
2020 between 8.00am and 4.30pm on any business day
(excluding Bank Holidays). In order to gain access to this service
the shareholder reference number is required, which can be
found at the top of the Company’s share certificate.

In addition to the Shareview Dealing facility offered for UK
shareholders, the Company has arranged a postal share dealing
service for shares in Cookson with JPMorgan Cazenove Ltd. This
provides shareholders with a simple method of buying and selling
Cookson shares. For further information please contact
JPMorgan Cazenove Ltd. on: Tel +44 (0)20 7155 5155.

Dividend Reinvestment Plan
The Company offers holders of Ordinary shares the opportunity
to participate in a dividend reinvestment plan, through which
shareholders can use their cash dividend to buy additional
shares in Cookson. Further details, including the terms and
conditions of the Plan are available on the Cookson website
(www.cooksongroup.co.uk) or from Equiniti by calling the Share
Dividend Helpline on 0871 384 2268 (or +44 121 415 7047 from
outside the UK).

Overseas Payment Service
Equiniti provides a dividend payment service in over 30 countries
that automatically converts payments into the local currency
by an arrangement with Citibank Europe PLC. Further details,
including an application form and terms and conditions of the
service are available on www.shareview.co.uk or from Equiniti by
calling +44 (0) 121 415 7047 or writing to Equiniti, Aspect House,
Spencer Road, Lancing, West Sussex, BN99 6DA, United Kingdom
(please quote Overseas Payment Service with details of the
Company and your Shareholder Reference).

Financial calendar
2009 Annual General Meeting 14 May 2009
Announcement of 2009 half year results August 2009
Announcement of 2009 full year results March 2010



Cookson Group plc 127 Annual Report 2008

Analysis of ordinary shareholders

Investor Type Shareholdings

Institutional
As at 31 December 2008 Private and other Total 1-1,000 1,001-50,000 50,001-500,000 500,001+

Number of holders 4,509 1,250 5,759 4,371 1,126 191 71
Percentage of holders 78.29% 21.71% 100% 75.90% 19.55% 3.32% 1.23%
Percentage of shares held 1.56% 98.44% 100% 0.54% 3.42% 15.61% 80.43%

Investor Type Shareholdings

Institutional
As at 9 March 2009 (post Rights Issue) Private and other Total 1-1,000 1,001-50,000 50,001-500,000 500,001+

Number of holders 4,599 1,338 5,937 3,241 2,133 289 274
Percentage of holders 77.46% 22.54% 100% 54.59% 35.93% 4.87% 4.61%
Percentage of shares held 1.07% 98.93% 100% 0.03% 0.72% 1.70% 97.55%
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PHOTO CAPTIONS

FRONT COVER:
1 Ceramics

Foundry casting process

2 Electronics
Advanced interconnect technologies used in electronics applications

3 Precious Metals
Alloyed grain

4 Hot rolled coil steel

INSIDE FRONT COVER:
Isostatically-pressed alumina graphite stoppers

p.4 GROUP PROFILE:
1 Steel structure

2 Consumer electronics
BlackBerry®, RIM®, Research In Motion®, Sure Type®, SurePress™ and related trademarks,
names and logos are the property of Research In Motion Limited and are registered and/or
used in the U.S. and countries around the world.

3 Jewellery

4 Semi-finished refractory pouring tube used to control steel flow

p.12 GROUP PERFORMANCE
1 Ceramics

VISO™ isostatically-pressed carbon bonded products used to control steel flow

2 Foundry casting
Turbocharger housing mould and core
With thanks to Eisengießerei Monforts GmbH & Co. KG, Mönchengladbach

3 Electronics
SACX™ 0807 alloy – low silver lead-free solder product used in PCB assembly

4 Precious Metals
Semi-finished silver jewellery product

p.14 CERAMICS:
1 VISO™ isostatically-pressed carbon bonded products used to control steel flow

2 Fused Silica Solar Crucible™

p.16 CERAMICS:
1 Monolithic linings – maintenance of hot metal transfer car by shotcreting

2 Fused Silica tempering rollers used in glass manufacture

p.17 CERAMICS:
1 Ceramic filter for use with ferrous and non-ferrous metals

p.19 ELECTRONICS:
1 ALPHA® SACX 0307 lead-free solder bars

2 Enthone chemistries used to plate extremely fine features on printed circuit boards

p.21 PRECIOUS METALS:
1 Padlock and safety chain finished bracelets

2 Silver wire
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