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Highlights

> Full year sales of £84.6m, 12.5% lower at constant exchange rates.
> Operating profits up from £0.1m to £0 9m

> Strong rebound in the second half of the financial year, with operating profits
of £1 9m (first half loss: £1 Om) on sales 9.7% ahead of the first six months

> Loss on continuing operations before tax and exceptional items of £2 2m
(2009 loss* £2.5m).

> £5 1m impairment of fixed assets in China (£2 6m after adjustment for
minority interests)

> IAS pension deficit, net of deferred tax, increased by £6 7m to £11 8m
> Earnings per share of 0 2p compared 1o a loss of 5 5p per share for 2008/9

> Net debt increased £3.8m as a result of negative cash flows in China and
general increase in working capital to support second half sales growth

> New 3 5 year banking facilities in the UK and US Completion of exercise to
re-balance debt across the Group Full covenant compliance

Loss before tax and
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Group at a Glance

Foils, films & laminates ...

APl 1s a producer and distributor of speciality foils, films and laminated maternals used
primanly in the graphics and packaging industries

Highly specified coating and adhesive formulations are tailored for multiple substrates &
methods of application, designed to give optimum performance for printers, converters &
manufacturers and finished to order to ensure optimum matenal utilisation for users

An extensive range of colours, patterns and finishes includes bespoke and print-registered
designs and a portfolio of re-pulpable, compostable laminates

Decorative holographics foils & films

"Paperboard & paper laminates o - - B -~ T T

Security foils & films

Pigment
foils

Metallic transfer foils

Service & quality ...

Twelve localised sales and
distribution centres providing fast
response to customer needs and
product finished to precise size
and length requirements
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World class manufacturing capabilities . . .

Coating =

25 coating lines on 3 continents — high
speed, high consistency with coating
thicknesses of less than one micron and
up to 8 layers per product

Laminating T

Europe’s most trusted suppler for high
volume lamination of film and foll to
board and paper delivering supreme
Integrity in packaging materials for some
of the world's most recognisable brands

Metallising ¥
Vacuum metallising n aluminium, copper,
chrome and zinc sulphide

Embossing ¥

An industry leader in micro-embossing,
providing a unique range of decorative
holographic patterns, bespoke authentication
holograms and security products

Our Governance Our Business

Qur Financials
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Products

Brand enhancement & authentication ...

API foils, films & laminates — increasing shelf impact, communicating premium
value, differentiating and protecting consumer brands and secure documents
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Chairman’s Statement
Richard Wnight

Annual Report & Accounts 2010

**Qverall, the Group has continued to make progress
despite the challenging economic environment and,
while we have more work to do in China, the
performance of our European businesses has been
particularly encouraging

Following difficult trading conditions in the first six months, | am
pleased 1o report a much healthier operating performance by the
Group in the second half of the financial year, ending 31 March 2010
Operating fosses of £1 Om at the interim stage were reversed in the
second six months, resulting in a full year operating profit of £0 9m
Overall, the Group has continued to make progress despite facing
challenging economic conditions

Full year sales of £84 6m were 12 5% lower than the prior year, on
a constant exchange rate basis Second half revenues increased by
9 7% compared with the first six months of the financial year and
were 2 4% ahead of the second half last year (again at constant
exchange rates)

Ous European businesses traded proditably throughout the year and
improved their operating margins by 0 8% to 7 7%, desprte a difficult
first half and a slowdown in sales at Laminates The US business
returned to profitability in the second ha'f due to improved sales

mix and lower costs, ending the year just short of break even at the
operating leve! Full year losses in Asta Pactic narrowed shghtly but
did not make the progress expected as margin pressures negated
much of the contnibution from volume growth in the second half of
the financial year

Operating results have continued to benefit from the deasive action
taken on costs during the past two years with a year-on-year impact
of £4 0m These cost measures and lower input prices drove the
improvemnent in profitability, aganst a back drop of lower overall
volumes

However the Group’s 51% owned subsidiary in China had

another difficult year While production was stabihsed in the new
manufacturing facility and some progress was made in rebuilding
volumes, the impact on profitability was disappointing In view of
continuing heavy losses, the Board carried out an impairment review
of the Chinese assets leading to a non-cash charge of £5 1m, or

£2 6m after adjusting for minority interests The Board has also
commenced a strateqic review of 1ts investrment in China

During the year, Group net debt increased by £3 8m to £18 5m,
primanly as a result of residual capital expenditure and trading losses
in China and a general increase in working capital to support the
higher level of sales as we exited the financal year

The Group’s funding position has been matenally enhanced by the
agreement of new banking factities in both the UK and US, each
with a term of 3 5 years As well as providing greater funding stability,
these developments conclude a two year programme to re-balance
debt between the Group's 1hree separately financed regions and to
eliminate any disproportionate exposure to indebtedness in the UK

Noting the significant increase in the IAS 19 defiat associated with
the Groups legacy defined benefit pension schemes, the Board
continues to work dosely with the scheme trustees to monitor
investment performance and to explore opporturities for managing
the scheme habilities
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Dividend

In the light of the Group's trading performance and the pnority given
to debt reduction, the Board 1s not recommending the payment of a
dvidend

Board
There were no changes in the composition of the Board since the last
Annual Report

Our People

The Board wishes to express 115 gratitude to the Group's employees
who have demonstrated exceptional commitment and ftoyalty durning
a time of economic turbulence Their hard work and receptiveness
to change have ensured that the business has continued to move
forward pasitively, in sprte of challenging market conditions

Qutlook
While the trading environment has been steadily improving,
confidence remains fragile i many of the Group s markets

WWW apigroup com

So far, sales during the early part of the new financial year have
maintained the progress made during the second half of last year and
the competitiveness of our UK manufacturing operations continues
to benefit from the weakness of Sterling On the other hand, the foils
market remains very competitve and recent strong mncreases in raw
matenal prices are likely to put margins under pressure in both the US
and Europe

APl Laminates has a nurnber of projects at an advanced stage which,
if they come to fruition, have the potential to provide a significant
uphft in volumes for that business

In addition to eliminating the trading losses in China, management’s
key focus remains on maximising opportunities to grow sales revenue
while maintaining vigilance on costs

Richard Wright
Non-executive Chairman

Our Governance Our Business

Our Finanaials
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Business Review

Andrew Turner and Chris Smith

Annual Rep9rt & Accounts 2010

“Qperating losses of £1 Om at the interim stage were
reversed in the second six months, resulting in a full year
operating profit of £0 9m **

Andrew Turner

Group Operating Results

For the 12 months to 31 March 2010, Group sales were £84 6m,
representing a reduction of 9 5% compared with the prior year

or 12 5% at constant exchange rates Year-on-year sales growth
was 2 4% in the second half (at constant exchange rates}, parually
reversing a first half decline of 25 2%

Operating profit from continuing operations and before exceptional
items was £0 9m, up from £0 1m in the previous 12 months If results
had been translated at prior year exchange rates, the improverment in
operating profit would have been £1 Om

For the Group as a whole, the impact of reduced revenues was more
than offset by cost saving measures from prior and current year

Initiatives (£4 Om} and lower average energy and raw matenal costs
{£1 2m) The benefit 1o margins on UK manufactured goods, ansing
from Sterhng’s relative weakness agamst the Euro, 15 estimated at
£10m

Revenue (£°000)

e
B
a o g .
~ ~ ~ <t
=t [+] o - ~
~ m
= o
=
H1 H2 H1 H2 H1 H2
07/08 07/08 08/09 08/09 09/10 09710

08

At a regional level, full year operating profits in Europe were
unchanged, while gains were registered in North America (£0 2mj},
Asia Pacific (£0 3m) and from central costs (£ 3m)

Europe Foils i
Third party szles onginating in the European Foils business were ‘
£28 7m, up 1 2% on prior year (-1 1% at constant exchange rates)

After a 13 5% dechine in the first balf (at constant exchange rates),

sales recovered steadily in the balance of the financial year Second

half sales came 1n 13 0% ahead of the same period last year with

Italy and Secunty Holographics performing especally well

Cperating profits before exceptional iiems improved by £0 7m to

£2 5m, a result of lower operating costs, improved efficiencies at the

Salford production unit; lower average raw matenial and utilty costs - - -
and more favourable exchange rates apphcable to UK manufactured

products sold in the euro-zone Operating margin on total sales

increased by 2 5% to 7 9%

Operating profit (£°000)
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Europe Laminates

Laminates full year revenues were 21 0% lower than prior year at
£28 Om The business was adversely affected by a lack of promotional
and packaging development activity amongst brand owners in the
premium consumer goods sector Demand increased in the second
half of the financial year, with sales 7 0% ahead of the first half
although still 8 0% behind the second half last year

Full year operating profits of £2 Om were £0 7m lower than the prior
year, although operating margins were just 0 5% lower at 7 3% as a
result of improved sales mix and tight control of costs

North Amenca

Reported revenues from US operations of £19 6m were 6 9% below
last year and 13 8% lower at constant exchange rates The US
business was hit hard by the economic recession with sales down

30 5% in the first six months, recovenng in the second half by 6 2%
compared to the first half

WWW apigroup com

Cost reduction measures, including the carry-over benefit from prior
year actions, combined with improved sales mix and lower material
and utibty prices led 10 a retura to profit in the second half and a
reduction in full year losses from £0 3m to £0 1m

Asia Pacific

Sales oniginatmg in Asia Pacilic of £8 3m were down 4 0% compared

to the previous 12 months {-12 2% at constant exchange rates)
Thurd party revenues in China were 18 0% lower at constant
exchange rates Including shipments to other APl busingsses the
dechine in China sales was 11 3% after volumes in the second half
of the finanaal year recovered by 19 3% compared to the fist half
Elsewhere in the region, Australia had a strong year, partly ofiset by
reduced sales in New Zealand

Reported operating losses in the region reduced by £0 3m to

£2 3m as a result of lower regional management costs and a higher
contribution from Australia At constant exchange rates, the
year-on-year improvernent would have been £0 4m

in China, contribution fror the second half growth in volumes
was negated by sieep increases in raw material costs, price erosion
on domestc sales and the impact of unfavourable exchange rate
movements on export margins

As a result of continuing heavy losses, the Board has impaired the
fixed assets of the business in Shanghat in the penod's financial
statements and commenced a strategic review of options for the
Group's Investment in 115 51% owned Chinese subsidiary

Central Costs

Central costs before exceptional tems reduced by £0 3m to £1 2m
mostly as a result of the full year effect of cost saving initiatives
started last year

Exceptional Items

Exceptional items for the 12 months to 31 March 2010 of £6 Om
inciudes a nen-cash impairment charge of £5 1m in relation 1o the
carrying value of plant and equipment at the Group's subsichary in
Shanghai Of this, 49% s for the account of minority Shareholders
in the venture, leaving the impact on the Group's Shareholders at
£2 6m Further detalls are prowded 1n note 12 to the accounts

The remaining £0 9m includes £0 6m of expenses assotiated with
cost reduction programmes in UK and US eperations initiated in
2008 An additional £0 3m was incurred in relation to the Shanghai
factory relocation project which completed during 2009

Impairment

With the exception of the imparment to fixed assets in China, the
Board considers that no other mpairments to goodwill or asset
carrying values are necessary

QOur Governance Our Business

Our Finanaals
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Business Review

Annual Report & Accounts 2010

“The Group’s funding position has been matenally
enhanced by the agreement of new banking facilities in
both the UK and US, each with a term of 3 5 years
these developments conclude a two year programme to
rebalance debt between the Group’s three regions

Chris Smith

Finance Costs

Net finance costs for the 12 months ended 31 March 2010 were

£3 1m, including £1 1m in respect of defined benefit pension
schemes Compared with the prior year, finance costs increased by
£0 2m wath interest payable on bank loans decreasing by £0 1m

and pension fund finance costs increasing by £0 4m The increase

in pension fund interest relates to non-cash accounting entries
associated with lower net returns on UK pension scheme assets Note
18 to the accounts provides further information on pension scheme
financing costs

Loss before Taxation
The loss before taxation amounted to £8 2m compared to a profit

_of £2 2mun the year ended 31 March 2009 The difference 1s a resuft

of exceptional costs of £6 Om against a net gain of £4 7m inthe
previous year Excluding the impact of exceptional items, the loss
before tax was £2 2m compared to a loss of £2 5m mn the prior year

Taxation

For the year 10 31 March 2010, a 1ax credit of £6 3m has been
credited to the profit and loss account compared with a charge of
£4 3m for the 12 months to 31 March 2009

A provision of £3 3m was taken in the accounts for the year ending
31 March 2009 1n respect of a potential tax liability on the sale of
land in Shanghai after the Company’s manufaciuring operations were
relocated to a new site On completion of a review by the authorities,
it was determined that no tax hability had ansen and the provision has
therefore been reversed

A tax credit of £2 9m reflects increased recognition of deferred tax
assets as tradng results have improved in the US and Europe and
compares to a tax charge in respect of deferred tax assets of £1 Omm
the pnior year Of the £2 9m, £2 6m relates to operations based in the
UK and £0 3m relates to the US

A full reconcihation of the total tax charge 1s shown in Note 7(b} to
the accounts

Earnings per Share

Basic and diluted earnings per share from continuing operations
amounted to 0 2p for the 12 months to 31 March 2010 compared
to a loss per share of 3 7p for the year to 31 March 2009 Including
discontinued operations, earnings per share was unchanged at 0 2p
compared to & loss per share of 5 5p in the prior year

Cash Flow and Net Debt

For the 12 month period to 31 March 2010, the Group reported a
net cash outflow from operating activities of £0 8m compared to an
inflow of £6 4m for the year to 31 March 2009

Working capital ncreased by £3 7m, pnmarily reflecting a higher exit
rate of actiwity and a partal reversal of the £5 8m reduction dunng

“the prior year Yéar end workingcamital efficiency, measured by——
reference to the trailing three month annuahsed sales, was 16 8%
compared to 15 0% at 31 March 2009

Capital tnvestment in the year amounted 1o £1 2m compared to

£4 1m for the year ended 31 March 2009 and depreciation of £3 8m
as the Group continued to focus on cost management and improving
utilisation of existing installed capacity

Annual cash interest expense reduced by £1 Om to £1 5m due
primarily to timing differences on Joan matunities and ¢osts associated
with refinancng

Net debt increased duning the year by £3 8m to £18 5m at 31 March
2010 Capital expenditure, trading losses and dvidend payments, all
relating to China accounted for £3 1m of the increase

Geanng increased to 107% compared to 56% at 31 March 2009,
ncluding a 31% mpact ansing from the increase in the 1A5 19
pension defiat and the associated reduction in reported net assets
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Borrowings and Liquidsty

The Group's policy 1s 1o ensure that bank facilitres and other funding
are sufficient to meet foreseeable peak borrowing requirements
Facilities are in place 1o independently finance the Group's main
geographic regions, the UK, North America and China

The Group extended its main UK banking agreement in November
2009 for a 3 5 year period to July 2013 Facilites at 31 March

2010 totalted £17 9m including an amortising term loan of £7 Om
repayable from October 2010 10 July 2013 {(£4 25m due on or after
Apni 2013), a term loan of £7 4m repayable July 2013 and a mult-
option overdraft facility of £3 5m renewable in Novernber 2010 UK
borrowings are secured against the Group's UK assets

As part of the UK refinanang, warrants for ardinary shares were
issued to Barclays plc at an exercise price of 1p and representing

4 8% of post warrant share capital Further disclosure 1s included in
Note 19 to the accounts

The North America banking faciities at 31 March 2010 comprised a
term loan of $0 35m repayable within 1 year and a variable asset-
based facihty up to $5 Om depending on the Jeve! of working capital
At 31 March 2010 the amount availlable was $2 1m with lending
secured on US working capital, plant and equipment Since the
year end, the US business has completed a new 3 5 year agreement
compnsing a $2 Ym amortising loan and a $5 5m asset based
overdraft faclity These new facilities are secured on working capital
plant and equipment and the Kansas property

In China, a revolving working capital facility of RMB 42m
(approximately £4 0m) s secured against property assets and 15
repayable within 1 year

Bank Covenants

The Group’s main lending arrangements are with Barclays Bank plc
in the UK Total iending under committed and revolving facilities 15
subject 1o four quarterly financial covenant targets reflecting the
finanaial performance of the Group, after excluding the US and China
businesses Covenants are for Debt Cover, Total Service Payments
Cover, Semor Interest Cover and Tangible Net Worth New covenant
Iimits were established for the full 3 5 years during the faciities
renegaotiation in November 2009 At 31 March 2010 Debt Cover,
the ratio of net debt to 12 month trailing EBITDA was 2 61 (2009

2 74} and this and all other covenant ratios were comforiably within
facility lenits

US facilities are subject to covenant obligations relating to profitability
and net worth Throughout the year to 31 March 2010 the US
business met 11s covenant obligations 1o the lender, HSBC

The China facilities are subject to a mited number of general
financial cavenants which have been complied wath throughout

the year In ight of the continued poor trading performance of the
Chinese business quarterly business reviews with the Bank of China
were instituted dunng April 2010

WWW apigroup com

Foretgn Currency Exchange Rates
Exchange rates used for the translation of results and assets of US
Euro and China based operations are shown below

Average Closing
12 months 12 months As at As at
to 31 March 10 31 March 31 March 31 March
Rate to £1 2010 2009 2010 2009
uss 159 172 152 143
Euro 113 121 112 108
RMB 1086 1181 1035 979

Pensions

The Group operates a number of pension schemes for the benefit

of its past and current employees At 31 March 2010 the Group'’s

1AS 19 gross pension hability was assessed at £16 4m (2009 £7 1m)
with a net labiity of £11 8m (2009 £5 1m) after accounting fora
deferred tax asset of £4 6m (2009 £2 Om) While scheme asset values
improved sigmificantly dunng the year (+£13 1m), this was insufficient
to compensate for an increase in assessed liabilitres of £22 5m ansing
from a less favourable outlook on inflation and discount rates

The API Group plc Pension and Life Assurance Fund is a defined
benefit scherne operated by the Group in the UK which has been
closed to new members since October 2006 and was closed to future
service accrual on 31 December 2008 The 1AS 19 liabihity at 31 March
2010 relating to this scheme was £15 7m (2009 £6 3m) Liabdijes
have been calculated using assumptions on discount rates of 5 65%
(2009 6 85%) and an inflation rate of 3 5% (2009 2 8%)

The UK scheme’s last trrennial valuation, at 30 September 2007,
calculated a funding deficit of £8 7m on a continuing basis Following
that valuation, the Company and Scheme Trustees agreed a funding
plan and schedule of contnbutions aimed at reducing the defiait to
zero over a 10 year period Dunng the year to 31 March 2010, the
Group made additional contributions into the schere of £0 3m

This contribution rate will increase 1o £0 7m per year from January
2011 The Company also pays all pension related administration

fees on behalf of the Fund The next valuation is scheduled for
September 2010

A small number of current and past US employees are members of

a closed, defined benefit pension plan Details of the net deficit of

£0 7m (2009 £0 8m) are included in Note 18 to the accounts In
addition, current and past employees covered by unien contracts at
the Group’s manufactuning site n Rahway, New fersey are members
of a multi-employer defined benefit pension plan which remains open
to future accerual and new membership under the terms of the site's
collective bargaining agreernent

Our Governance QOur Business

Our Finanaals
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Business Review —
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Safety, Health and the Environment (“SHE")

The Group operates its businesses in a manner which ams to
eliminate the possibiity of its actwities causing harm to people
and the enviranment The Group has established management
systems and 15 adwised by qualfied personnel to ensure that each
of 1ts businesses meets or exceeds all local legal and regulatory
requirements In the country or countnes in which it operates

The Group Chief Executive 1s accountable to the Board for the overall
supervision of the Group*s SHE management programme which is
implemented through normal management channels As a matter

of policy SHE 15 placed first on the agenda of all regular business
review meetings, including Board meetings, and at least 1 SHE item
35 included on the list of annual objectives for business unit general
managers under annual performance appraisal/bonus arrangements

The Environment

The preservation and protection of the environment 1s an issue of
fundamental importance for the Company and each of the operaung
businesses in the Group The Group's environmental responsibilities
are managed through detalled internal systems with a number of the
Group's operating units maintaining certification to the international
environmental management standard 1SO 14001

AP| Group plc complies with all applicable environmental legislation
and the Group continues to invest in systems and equipment to
ensure that environmental performance 1s measured and tmproved in
the key areas of solvent enmissions, energy efficiency, notse, waste and

packaging management and soil/groundwater protection

In the year to 31 March 2010, the Group s fol manufacturing

plant in Livingstan, Scotland implemented changes to its solvent
abatement system leading to a reduction in gas consumption of 35%
or approximately 7,000 MWh per annum In Rahway, New Jersey, an
investment in new lighting fixtures led 1o estimated annual savings

n electriaty consumption of 600 MWh per annum APl Laminates
achieved a range of environmentat improvements leading to
recognition in the Sunday Times Best Green Companies 2010 Awards,
listed as 5th best green company overall and 1st in the category of
small firms with potentially high environmental impacts

Health & Safety

The Board regards the prowsion by the Group of safe workplaces

as a fundamental business responsibility and the first prionty of
management With the assistance of qualified personne! and input
from Safety Commuttees, all employees are nvolved in implementing
the Company’s Health & Safety Management system Through
normal channels of management accountability and review,
supplemented by central collation of statistics, management ensures
that health and safety programmes at each site are sufficiently active
and appropriately focused on both the maintenance and further
improvement of safety standards

Skill development 15 a key element of the Group’s approach and
it encourages this through the organisation and funding of boath
internat and external health and safety training

A key performance indicator monitored by the Board 1s the inaidence
of acadents at work causing an employee to be absent for 1 day

or more (lost ime accidents) The number of lost ime accidents
recorded for the 12 months 1o 31 March 2010 was 10 compared to
12 for the prior 12 month penod Lost time acadents per 100,000
hours worked was unchanged at 0 8
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Principal Risks and Uncertainties

Operational

Markets

A key nisk faced by the business 1s a reduction in customer demand In
general, forecasts provide Imited long-term visibiity Volumes depend
on levels of cansumption several stages removed from the Group’s
patnt of sale and the combined effects of confidence and decision
making by multrple parties within the supply chain which are difficult
to predict While the Group constantly seeks to adapt its operations 1o
match demand, the manufacturing cost base is inevitably somewhat
inelastic and financial results are therefore difficult to insulate from
any sharp or prolonged downturnn market activity

Geographic

A significant proportion of the Group's sales are in developed,
western economies, including the UK In line with the general move
of manufacturing to lower cost countries, certain of the Group’s
immediate and end-use customers routinely consider relocating
facilities to regions where the Group’s infrastructure 1s less well
developed, such as Eastern Europe and Asia Any accelerated
reduction in the accessible customer base could impact the Group’s
sales apportunities

Commercial Relationships

The business reltes for a proportion of its turnaver on a small number
of key customers and supply contracls Any downturn in the fortunes
of major customers or lack of success in maintaiming or replacing
existing major contracts could have a matenal adverse effect upen the
Group s operating results

input Costs

A significant proportion of the Group’s raw matenial and conversion
costs are affected by the price of ol and gas An increase or volatlity
in the price of these commodities could adversely affect the Groups
results While purchasing policies seek to reduce exposure to
commodity prices, Input cost increases could be difficult to prevent
as well as difficult 10 pass through in selling prices due to competitive
pressures In most end markets

Defined Benefit Pension Schemes

The Group provides final salary retirement benefits for a number of
its former and current employees through a UK and a US Pension
scheme While these schemes are closed to future service accrual,
actuanal valuations and annual funding assessments may lead

to demands for increased employer contnbutions Contnbution
requirements may vary depending on investment performance,
mortality rates, inflation levels and changes in other actuanal
assumptions

Health & Safety

The Group's wark environment has numerous and vaned nisks API
provides systems, equipment, traning and management supervision to
mitigate these nisks and comply with relevant standards and regulation

Environment
APl 15 aware of the impact the Group's operations can have on the
environment Some of the Group’s manufacturing processes involve

solvents and other hazardous chemicals Where these substances are
used there 15 the potential for arr and ground contamination Past
exposures are remedied when required The nsk of new inaidents 1s
contained by means of strict operating procedures

Fianaal

The Group continually reviews its approach to the management of
financial nsk Control aver treasury and risk management 1s exercised
by the Board through the setting of policy and the regular review of

Our Business

forecasts and financial exposures

Foreign Currency

With operations in @ countries, the Group 1s exposed to foreign
exchange translation nsk when the net assets and income statements
of overseas subsidiaries are consolidated into the Group accounts The
Parent Company hedges a portion of the net assets of the US$ entity
by denominating part of ris berrowings in US$ The net assets of the
US subsidiary at 31 March 2010 were $12 4m and were 50% covered
by this hedge The Group does not undertake any trading actity in
financial instruments  Transactional foreign exchange exposures arise
when an entity within the Group enters into a transaction to pay

or recewe funds in a currency other than 1its functional currency For
substantial exposures, 1t 1s Group policy to hedge through the use of
foreign exchange forward contracts

Our Governance

Interest Rates

Interest rate risk anises from cash and borrowings which are subject

to floating interest rates Changes to interest rates could impact

net results and cash flow The Group uses swap hedge instruments

to convert a portion of its debt from floating to fixed interest rate
Sensttivity to movements in interest and exchange rates 15 explained in
Note 22 to the Accounts

Credit

Credit nsk anses from the possbility that customers may not be able
to settle their obligations as agreed Customers are assessed for
finanaal rehability using external rating agencies Secure payment
terms are frequently used in nskier geographies or for nskier
customers The Group has bought credit insurance for its main
operaung companies In the past and whilst no insurance cover was
in place at the financial year end, the Group continues to monitor
options to re-enter the insurance market when market premiums
provide better value for money

Our Financials

Liquidity

Liquidity nisk refers to the nsk that the Group may not be able to
settle or meet its ocbligations on time or at a reasonable price This
will anse from mismatches between cash mflows and outflows

from the business This risk 1s monitored through regular cash flow
forecasting, rolling 12 month forecasts from the businesses and
annual budgets agreed by the Board before the start of each financial
year The Directors consider that borrowing facilties provide adequate
headroom but failure to meet covenant and other conditions could
resuft in the Group being forced to accept matenally less attractive
lending terms or to implement measures designed to accelerate the
repayment of debt to the possible detriment of Shareholder value

13




14

APl Group plc

Directors and Advisers

Richard Wright

Non-executive Chairman

Aged 64, joined the Board in 2001 and was appointed Chairman

in February 2006 He has previously held senior executive rofes with
the Ford Motor Company ncluding Director, European operations
at Jaguar Cars Limited, Director of Sales, Ford Motor Company
Limited and President/Managing Director of Ford Belgium NV He 1s
the former Chair of the Board of National Savings and Investments
and 1s currently Chair, Corporate Relations Board and member of
The Business School Board at Warwick Business School, Urversity of
Warwick Mr Wnight 1s a Non-executive Director of the Electric Car
Corporation plc Mr Wright 15 a member of the Company's Audit and
Nominations Committee

Andrew Turner

Group Chief Executive

Aged 47, joined the Board in October 2007 Mr Turner 1s a graduate
mechanical engineer with an MBA and has over 14 years’ expenence
in the packaging sector Before joining APL, he was Global vice
Prestdent, Marketing & Sales for the Tobacco Packaging sector of
Alcan, the worldwide aluminium producer Prior to that, he was
Divisional Managing Director wath Field Group plc, the printed
paperboard packaging company, with responsibility for operations
in the UK, Germany and Spain He 1s a member of the Companys
Nominations Commttee

Chris Smith

Group Finance Director

Aged 467 )oined the Board in September 2008 Mr Smith has spent-
the last 20 years working in manufactunng businesses He held a
vartety of roles at Courtaulds plc, manufacturers of films, chermicals
and fibres, where he gained international expenence, holding
positions located in Germany and Hong Kong Prior to joining AP,
Mr Smith worked for Scapa plc, manufacturers of adhesve tapes and
films He is a gualified ACA

Annual Repgn & Accounts 2010

Andrew Walker

Non-executive Director

Senior Independent Director

Aged 58, joined the Board in 2003 He has wide public company
expenence both in manufacturing and service companies He

was previously Group Chief Executive of McKechnie ple Prior

1o joining McKechue, he was Group Chief Executive of South
Wales Electniaty, joining them from TI Group plkc Mr Walker 1s
currently Charman of Bnntons bimited and a Non-executve Director
of Plastics Capital plc, Manganese Bronze Holdings ple, Porvair plc
and May Gurney Integrated Services plc He 15 Chairman of the
Company’s Remuneration and Audit Commitiees

Max Batzer

Non-executive Director

Aged 66, joined the Board in October 2007 Mr Batzer 1s a Portfolio
Manager at Wynnefield Capital, Inc which has a significant beneficial
interest in the Company’s shares He 1s also a Director of Cornell
Companies, Inc (a company hsted on the New York Siock Exchange)
and Integral Wealth Management and has previously held posibons
as Chairman of the Board and CEO of Diagnostic Health Services,
Director and Executive Committee member of Simmons Airlines Inc,
a publicly traded regtonal arrline, and President of General Hide and
Skin Corporation, a worldwide commodity trading organisation

Mr Batzer i1s Chairman of the Company s Nominations Committee
and a member of the Remuneration Committee

Luke Wiseman

Non-executive Director R o
Luke Wisernan, 43, joined the Board on 1 September 2006
Mr Wiseman s an investment consultant and s Non-executive
Chairman of Barbican Group Holdings Limited He serves as a Direclor
of Steel Partners (UK) Limited, whase affiliates have a significant
beneficial interest 1n the shares in the Company Mr Wiseman 15 a
member of the Company’s Audit Committee

Secretary
Jane Hyndman

Registered Office

Second Avenue, Poynton Industria) Estate, Poynton, Stockport,
Cheshire SK12 1ND

Reqistered Number 169249

Broker

Numis Securities Limited

The London Stock Exchange Bulding

10 Paternoster Square, London EC4M 7LT

Registrars and Transfer Agents
Capita IRG Plg, Bourne House,
34 Beckenham Road, Beckenham, Kent BR3 4TU

Bankers
Barclays Bank ple, City Office Business Centre, PO Box 228,
51 Mosley Street, Manchester M60 30Q

Auditors
Ernst & Young LLP,
100 Barbirolh Square, Manchester, M2 3EY

solicitors

Eversheds LLP

Eversheds House

70-76 Great Bridgewater Street, Manchester M1 5ES

Nominated Adviser
Grant Thornton UK LLP
30 Finsbury Square, London EC2P 2YU
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Directors’ Report

The Drrectors present their Annual Report and the audited financial
statements for the year ended 31 March 2010

Prnapal Activities

AP Group pk 15 the holding company of a group of companies
which manufacture and distnibute specialty foils, films and laminated
matenals used primanly in the graphics and packaging tndustnes

for brand enhancement and protection The principal operating
companies of the Group during the penod are listed on page 57

Results, Business Review and Future Developments
The Group Income Statement 15 set out on page 21

The Directors’ Report should be read together with the Business
Review on pages 8 to 13 which sets out a review of the Group’s
activities, 1ts performance and development, including key
performance indicators

Dividends
tn hght of the Group results and priornties with respect to debt
reduction, the Directors do not propose 1o pay a dwidend

Directors

The names of the Directors who served the Company during the year
to 31 March 2010 are

Richard Wright

Andrew Turner

Chris Smith

Andrew Walker

Luke Wiseman

Max Batzer

Under the Companys Articles of Association all the Directors are
subject to retirement by rotation and to re-election by Shareholders
at intervals of no more than 3 years Luke Wiseman will retire at the
2010 Annual General Meeting and offers himself for re-election As
anly one Director 1s due to retire this year in accordance with this
provision, the Company’s Articles of Association require one further
Director to retire and to offer himself for re-election Richard Wright
has therefore offered to retire and stand for re-election In the light
of the Board's evaluation of their contnbution and performance, the
re-election of Messrs Wright and Wiseman 1s recommended by the
Board

Full details of Directors’ shareholdings and options to subscribe are
contained in the Register of Directors’ interests, which is open 1o
inspection

Details of Directors’ remuneration, share options and emoluments
{required to be disclosed in accordance with the AIM Rules for
Comparues) are set out in the schedule of Directors’ Emolurments on
page 17

WWW apigroup com

Substantial Interests 11 Shares
The Company has been notified of the following substantial interests in
the 1ssued ordinary shares of the Company as at the date of this report

% of 1ssued
share capital

Steel Partners Il LP 357
Wynnefield Capital, Inc 35
Berggruen Holdings Limited 11

Except as disclosed above, as at the date of this report, the Directors
were not aware of any interests amounting to 3% or more In the
1ssued share capial of the Company

Principal Risks and Uncertainties

The Board meets regularly to rewew operations and to discuss risk
areas The Corporate Governance report contains details of the
Group s internal control system Page 13 of the Business Review
contains information on the principal nsks facing the Group and Note
22 1o the accounts contains details of sensitivity to financial nsks

Safety, Health and the Environment

The Business Review on page 12 contains information on the Group's
objectives and performance with regard to safety, health and the
environment

Employees

The Board 1s aware of the importance of good relationships and
commumcation with employees The Group continues to inform
ernployees of the progress of its businesses, recognising the value
which can be added to its future profitabeity where there 1s a
common awareness on the part of all employees of the financial

and economic factors which affect its performance The Group
encourages continuing consultation and communication at site level
so that it may take the views of its employees into account when
making decisions which are likely to affect thew interests Traiming and
development of employees is given due priority and the Group also
operates a number of incentive schemes which encourage employees
to contnibute directly to the achievement of the Group's goals and
reward indiwdual and colleciive success

Both employment policy and practice in the Group are based on
non-discnmination and equal opportuntty irrespective of age, race,
religion, gender, colour and mantal status The Group endeavours
to employ and irain disabled pecple and therr aptitudes and abilities
are realistically assessed and taken fully into account when suntable
vacancies occur Disabled employees have the same opportunities
as other employees so far as traning, career development and
promotion are concerned

The Board has implemented a "Disclosure Pohicy” to ensure that staff
of the Group may, in confidence, raise any allegations of harassment
or bullying or any other breach of the Group's policies or values
Arrangements are in place for the proportionate and independent
investigation of any such allegations and for appropnate follow-up
action where required

QOur Governance Our Business

Our Finanaals
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APl Group plc

Directors’ Report

Payments to Suppliers

The Group's policy 1s normally to pay suppliers according to agreed
terms of bustness These terms are agreed with suppliers upon
entering into contracts and the Group’s policy 1s to adhere to the
payment terms providing the supplier meets 1ts obligattons The
Company I1s a holding company and had no trade creditors at the end
of the financial pencd

Charitable and Political Donations
Charitable donations made by the Group dunng the peried amounted
10 £1,586 (2009 £3,707) There were no poliucal donations

Going Concern

The Business Review on pages 8 10 13 sets out the position of the
Group’s trading situation, including factors likely to impact on the
future development of the Group’s operating performance While the
Group’s end markets have demonstrated some recovery in the second
half of the financial year to March 2010, a sustained recovery remains
uncertain and there 1s the possibility that the Group's actual trading
performance duning the coming year may be materally different from
management’s expeciaton

The financial pesition of the Group, including its cash flows, hquidity
situation and borrowing facihties are set out in the Business Review
on pages 8 to 13 Dunng the year, the Group’s main borrowing
facilities were renegotiated and committed facilives extended 1o July
2013 In May 2010, the Group negotiated new and enlarged facilities
for the US business

The Group's forecasts and projections allowing for possible
detenoration of trading performance, show that the Group has a
reasonable expectation of being able to operate within the level of
currently available facilities and wathin the covenant targets

The Directors consider that, after making appropriate enquiries
and at the time of approving these accounts, there 15 a reasonable
expeciation that the Group has adequate resources to continue

n operatianal exisience for the foreseeable future The Directors
therefore continue to adopt the going concern basis in preparing
these accounts

Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report and the
financial statements in accordance with applicable United Kingdom
law and regulations

Company law requires the Directors to prepare financial statements
for each financial year Under that law, and as required by the

AIM Rules, the Directors have elected to prepare Group financial
statements in accordance with those International Financial Reporting
Standards as adopted by the European Union Under Company law,
the Directors must not approve the Group financial statements untess
they are satisfied that they give a true and fair view of the state of
affairs, and of the profit or loss of the Group for that period

Annual Report & Accounts 2010

The Directors are required 1o prepare Group financial statements for
each financial year which present fairly the financial position of the
Group and the financial performance and cash flows of the Group for
that penod

In preparing those Group financiat statements the Directors are

required to

& select suitable accounting policies in accordance with 1AS 8
Accounting Polictes, Changes in Accounting Estimates and Errors
and then apply them consistently,

m present information, including accounting policies, in a manner
that provides relevant, reliable, comparable and understandable
information,

m prowvide additional disclosures when compliance with the specific

requirernents in [FRSs 15 nsufficient to enable users to understand

the impact of particular transactions, other events and conditions
on the Group’s financial position and financial performance,
state that the Group has complied with IFRSs, and

prepare the financial statements on a going concern basis unless

1t 1s inappropriate to presume that the Company will continue in

business

The Duectors are responsible for keeping adequate accounting

recards that are sufficient 10 show and explain the transactions and
disclose with reasonable accuracy at any time the financial position

of the Group and enable them to ensure that the Group financial
statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the Group and hence for
taking reasonable steps for-the prevention and detection of_fraud and_
other irregularties

Directors’ Statement as to Disclosure of Information

to the Auditor

The Directors who were members of the Board at the time of
approving the Directors’ Report are hsted on page 15 Having made
enquiries of fellow Directors and of the Company’s Auditor, each of
those Directors confirms that as at the date of this report as far as
each Director 1s aware there 15 no relevant audit information of which
the Companys Auditor s unaware and each Director has taken such
steps as he might reasonably be expected to take as a Director in
order to make himself aware of any relevant audit information and to
establish that the Company’s Auditor is aware of such information

Auditor

Ernst & Young LLP has expressed its willingness to contmue in office
as Auditor and a resolution propasing its reappointment will be put to
the members at the Annual General Meeting

By order of the Board

dman
Company Secreta
Poynton, Cheshrre
2 June 2010
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Directors’ Emoluments

The emoluments of the Directors are as follows

WWwWw apigroup com

Compensation

Aggregate Pension for loss
emoluments  contnbutions of office Total
£'000 £000 £'000 £'000 ]
Year ended 31 March 2010 nEa
3
Executive Directors -
Andrew Turner 314 20 —_ 334 8
Chris Smith 200 12 — 212
Non-executive Directors
Richard Wright 50 — — 50
Andrew Walker 30 _ — 30
Luke Wiseman 25 — — 25
Max Batzer 25 — — 25
644 32 — 676
Year ended 31 March 2009
Executive Directors g
Andrew Turner 296 20 — 316 s
Chris Smmith 118 6 — 124 '.E,
5
Non-executive Directors 0
Richard Wright 52 — — 52 5
Andrew Walker 30 — — 30 o
Luke Wiseman 25 —_ — 25
Max Batzer 25 —_— —_ 25
Brian Birkenhead 3 — 15 18
Martin O Connell 2 —_ 14 16
551 26 29 606
The Executive Directors hold options over the Company’s Ordinary Shares of 1p as follows
Andrew Tumer Chns Smith Total
No No No
At 31 March 2009 800,000 325,000 1,125,000 "
Granted during the year 400,000 151,163 551,163 ®
J
At 31 March 2010 1,200,000 476,163 1,676,163 -
c
=
These options are granted under the 2006 Performance Share Plan The awards are in the form of “mil™ cost options and no price 1s payable for 5
the grant of the options The nght 10 exercse the options is subject to the achievernent of profit related performance targets The options are o

exercisable between 28 March 2011 and 22 June 2019
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Corporate Governance

AIM listed companies are not required to comply with the Combined The Board has a formal schedule of reserved powers, which it
Code (2006} of Corporate Governance However, the Board supports retamns for Board deasion-making on a range of key 1ssues, including
the principles contained in the Combined Code and 1s committed to the formulation of strategy, financial reporting and controls,
maintaining high standards of corporate governance The Board has corporate governance matters, treasury and nsk management and
sought to comply with the provisions of the Combined Code n so far the remuneration policy for Executive Directars and other senior
as 1t considers them appropriate in the context of the Company's size executives of the Group A procedure has been adopted for Directors
and resources to obtain independent professional advice, where appropriate, at
the cost of the Company and all Directors have unrestncted access
This report provides a description of the Board, its role and its to the Company Secretary In relation to non-reserved matters,
committees together with information on the Group’s system of the Board 1s assisted by a number of committees with delegated
internal controls authonty Further details in respect of each of the Audit Commitiee
and the Remuneration Committee are set out on page 19 The other
The Board principal standing commyttee 1s the Nominations Commuttee which
The Board currently comprises a Non-executive Chairman, two 15 responsible for nominating candidates (both Executive and Non-
Executive Directors and three Non-executive Cirectors As reflected in executive} for the approval of the Board 1o fill vacancies or appoint
the biographical detalls given on page 14, the Directors have a wide additional persons to the Board It is also responsible for making
range of business, financial, general and international experience recommendations regarding the composiion and balance of the
which they can contribute to the Board Board and for succession planning for other senior executives
Richard Wright and Andrew Walker are considered to be The Board has formally adopted an induction programme for new
independent of management and free from any business or other Directors which is tallored to each new Director who jains the Board
relationships which could maternally interfere with the exercise of and includes bnefings regarding the activities of the Group and
their independent judgement Luke Wiseman and Max Batzer have visits to the operating units The Board has also established a formal
each been designated by the Board as non-independent by wrtue of process led by the Charman for the annual evaluation of the
their associations with major Shareholders Steel Partners, I LP and performance of the Board, its princrpal Committees and indvidual
Wynnefield Capntal, Inc respectively Directors Appropriate action s taken to ensure that the Board as a
whole, its principal Commuttees and each individual Director perform
The Board appoints one of the independent Non-executive Directors at the optimum leve! for the benefit of the Company
1o be the Senior Independent Director-Dunng the penod Andrew - —_— - - I e
Walker fulfilled thes role Throughout the period and as at the date of this report the Articles
of Association of the Company contained provisions for the benefit of
The Chairman 1s pnmanily responsible for the workings of the Board Curectors, officers and employees of the Company and its subsidiary
and ensunng that its role 1s achieved and he 15 not involved in day to and asscciated companies indemnifying them out of the assets of
day operational management The division of responsibiity between the Company to the full extent allowed by the law against liabilities
the Chairman and the Group Chief Executive has been set out in incurred by them in the course of carrying out their duties In additon
writing and agreed by the Board Save for matters reserved for and In accordance with the Company's Memorandum and Articles
decision by the Board, the Group Chief Executive, with the support of Association, the Company has granted qualifying third party
of the Group Finance Director, 15 responsible for the running of the indemnities to each of 1ts current Directors in respect of any hability
Group’s business, carrying out the agreed strategy adopted by the which attaches to them in defending proceedings brought agatnst
Board and implementing specific Board decisions relating to the them, to the extent permitted by the Companies Acts Copies of
operation of the Group such indemnities are availlable for inspection upon application to the

Company Secretary
The Board meets on a regular basis During the perniod ended 31 March

20101t met formally 7 times (in addition te other ad hoc meetings Accountability and Audit

as required) Appropriate documentation and financial information 1s All the Directors are equally accountable under law for the proper
provided on a monthly basis and in advance of each Board meeting stewardship of the Groups affairs The Board acts in a way which
This normally icludes monthly management accounis, reports on allows all Directors to bring their independent judgement to bear
current traching and papers on matters tn respect of which the Board on issues of strategy, performance and resources including key
makes decisions or 15 Invited 1o give its approval Regular reports are appointments and standards of conduct

gven 1o the Board on such matters as insurance and ireasury i1ssues,
legal matters, pensions and health, safety and environmental issues
Speaific presentations are also made on business or strategic issues
as appropniate Regular presentations are recerved from the General
Manager of each of the Group’s principal operating businesses in
respect of its market position, current trading and prospects and from
other senior managers responsible for key functions or projects
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Audit Committee

The Audit Committee comprises the following Non-executive
Directors Mr Walker (chair), Mr Wrnight and Mr Wiseman The
Commitiee meets at least 3 imes per year and the Company’'s
Auditor 15 in attendance when appropnate The Executive Directors
attend whenever the Audit Committee deems it appropnate

or necessary for them to do so The Commuttee also meets the
Company's Audttor without the Executive Directors being present

The Committee 1s responsible for ensuning that the financiat actvities
of the Company are properly monitored controlled and reported on
It recommends the appoiniment of the Company’s Auditor, reviews
the audit fee and audit plan and pre-approves all non-audit work of
the external Auditor, prior to comrmitment by the Group

Internal Control and Risk Management

The Board has overall responsibility for ensuring that the Group
maintatns a system of internal controls and the Audit Committee, on
behalf of the Board, has formally reviewed the effectiveness of the
internal control system of the Group for the penod ended 31 March
2010

The key processes used tn doing so included the following

§ review of Group risk assessment reports,

m  production and regular updating of summaries of key controls,

m  review of reports prepared throughout the pertod by the
internal auditor

m  biannual confirmations from local management that the
procedures set out In the Group s financial pelicy manual have
been followed, and

8 review of the role of insurance in transfernng risk from
the Group

The Chairman of the Audit Commuttee reports the outcome of the
Audit Committee meetings to the Board and the Beard receves
minutes of those meetings There 1s an ongoing process for
identifying, evaluating and managing the business nisks faced by the
Group and this process was n place for the perniod under review and
up to the date of this Directors’ Report Business risks are identified
and evaluated through senior management s ongoing review of
progress against abjectives agreed with the management team of
each business in the Group and a system of formal risk assessments
within each part of the Group

The Group has also estabhished and operates a number of key internal
financial control procedures including the promulgation and pelicing of
a wnitten framework of financial reporting and operating procedures in
accordance with generally accepted accounting practice, appropriate
central rewew and approval procedures in respect of major areas of nsk
such as acquisiions and disposals, major contracts, capital expenditure,
litigation, treasury management, taxation and environmental ssues,
detaled budgeting procedures with an annual budget approval,
monthly consideration of actual results compared with budgets and
forecasts, regular reviews of rolling profit and cash flow forecasts,
regular reviews of the Group capial expenditure plan, and reporting of
legal and accounting developments

WWW apigroup com

The internal audit function ts contracted out to external supphers to
ensure a robust and effective service Internal Auditors are tasked to
focus on areas of greatest nsk as identified and approved from tme
to time by the Audit Committee

Reviews of the control checklsts and comprehensive management
information are performed on a timely basis Any significant
weaknesses are brought 1o the attention of the Audit Commitiee and
the Board and corrective actton agreed and implemented The control
checklists are reviewed and substantially verfied by internal audit

Remuneration Committee

The Committee comprnises the following Non-executive Directors
Mr Walker (chair} and Mr Batzer On occasions and for matters
not related to him, the Group Chief Executive 15 also consulted on
proposals relating to the remuneration of members of the Group's
senior management team and he also attends meetings of the
Comrmittee by invitation

The Commuttee, on behalf of the Board and with input from external
adwisors as approprate determines all elements of the remuneration
packages of the Executive Directors and the framework and broad
polcy for the remuneration of other members of the semor executive
management of the Group to ensure that they are farrly rewarded for
therr indindual contribution to the Company's overall performance

It approves the terms of service contracts with Executive Directors,
approves any compensation arangements resulting from the
termination by the Company of a Director’s service contract, and
approves the grant of long-term incentives

No Director was involved in deqding the level and composition of

hts own remuneration The remuneration of Non-executive Direciors,
other than the Chairman, 1s reviewed and determined by the other
members of the Board The remuneration of the Charman 1s reviewed
and determined on behalf of the Board by the Committee (with the
Chairman playing no part in the related decisions)

Relations with Shareholders

The Company attaches great importance to maintaining good
relationships with Shareholders Commurncations wath Shareholders
are given high prionty The Directors meet and discuss the performance
of the Group with major Sharehclders during the year Quenes raised
by Shareholders are promptly answered by whoever on the Board is
best placed to do so Investors are encouraged to participate in the
Annual General Meeting at which the Charrman will present a review
of the Company's results and comment on current business activity The
Chairmen of the Remuneration, Nominations and Audit Commuttees
normally attend the Annual General Meeting to answer questions
which may be relevant to the work of those Commuttees

The Company’s Financial Calendar 15 set out on page 59 The
Company’s web site provides financial and other business information
about the Group incuding an archive of past announcements, annual
reports and share price information

Our Governance Our Business

Our Finanaals
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Independent Auditor’s Report to the

Members of APl Group plc

We have audited the financial statements of APi Group plc for the
year ended 31 March 2010 which compnse the Group Income
Statement, the Group Statement of Comprehensive Income, the
Group Balance Sheet, the Group Statement of Changes in Equity
and the Group Cash Flow Statement, and the related notes 1 to

25 The financial reporting framework that has been applied in thesr
preparation 1s applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006
Qur audit work has been undertaken so that we might state to the
Company's members those matiers we are required to state to them
in an Auditor’s report and for no other purpose To the fullest extent
permitted by law we do not accept or assume responsibdity to
anyone other than the Company and the Company's members as a
body, for our audit work for this report, or for the opinions we have
formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set

out on page 16, the directors are responsible for the preparation of

the financial statements and for being satisfied that they give a true

and fair view Our responsibility 1s to audit the financial statements

n accordance with applicable law and International Standards on

Auditing (UK and Ireland)} Those standards require us 1o comply with

the Auditing Practices Board's Ethical Standards for Auditors

- ~Scope of the audit of the financial statements— - —  ——

An audit involves obtaining evidence about the amounts and
disclosures in the financial staternents sufficient to give reasonable
assurance that the finanaal statements are free from matenal
misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropriate to
the Group's arcumstances and have been consistently applied and
adeqguately disclosed, the reasonableness of significant accounting
estimates made by the Directors, and the overall presentation of the
finanacial statements

Opinton on financial statements

In our cpinion

m the finanoal statements give a true and far view of the state of
the Group’s affars as at 31 March 2010 and of the Groups loss
for the year then ended,

& the Group financial statements have been properly prepared
in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union, and

m the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006

20

Opinion on ather matter prescribed by the Companies Act 2006
In our opinion the iInfarmation given in the Directors’ Report for

the financial year for which the financial statements are prepared 1s
consistent with the frinancial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where
the Companies Act 2006 requires us 10 report 1o you if, in our

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

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

Other matter
We have reporied separately on the Parent Company financial
statemnents of APl Group plc for the year ended 31 March 2010

Erast RY. LoC
. 7/ drtor) 40

Colin Brown (Senior Statutory A
for and on behalf of Ernst & Young LLP
Statutory Auditor |
Manchester

2 June 2010 |
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Group Income Statement

for the year ended 31 March 2010
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Year ended Year ended
31 March 31 March
2010 2009
Note £000 £'000
Continuing operations
Revenue 2 84,574 93,451
Cost of sales (66,627) {74,780)
Gross profit 17,947 18,671
Distnbution costs (2,307} (2,806)
Administrative expenses {14,776) (15,771)
Operating profit before exceptional items 2 864 94
Exceptional items 5 (5,976) 4,699
Operating (loss)/profit from continuing operations 3 (5,112) 4,793
Finance revenue 6 40 310
Finance costs 6 (3.129) (2,875)
(3.089) (2,565)
{Loss)/profit on continuing activities before taxation {8,201) 2,228
Tax credit{expense) 7 6,309 (4,314)
Loss from continuing operations {1,892) {2,086)
Discontinued operations
Loss from discontinued operations 8 — (1,298)
Loss for the period (1,892) (3,384)
Attributable to
Profitf{loss) attnbutable 1o equity holders of the Parent 124 (3861}
{Loss¥profit attnbutable to minonty equity interest (2,016) 477
Total loss for the period (1.892) (3,384)
Earmings per share {pence)
Basic and diluted earnings/(loss} per share from continuing operations 9 02 37)
Basic and diluted earnings/(loss) per share on profit/floss) for the penod 9 02 (55)

Our Governance Qur Business

Our Finanaals
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API Group plc

Group Statement of Comprehensive Income

for the year ended 31 March 2010
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Year ended Year ended

31 March 31 March

2010 2009

Note £'000 £'000

Loss for the penod (1,892) (3,384)

Exchange differences on retranslation of foreign operations (565) 5,973

Change in farr value of effective cash flow hedge (interest rate swap) 108 (360}

Actuanal losses on defined benefit pension plans 18 (9,085) (3,925)

Tax on 1tems taken directly to or transferred from equity 7 2,544 1,099

Other comprehensive (expense)/income for the period, net of tax (6,998) 2,787

Total recognised expense for the year (8,890) (597}
Attributable to

Equity holders of the Parent i (6,492) (3,367)

Minority equity interests (2,398} 2,770

(8,890) (597}
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Group Balance Sheet
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31 March 31 March
2010 2009
Note £°000 £'000
Assets
Non-current assets 5
Property, plant and egquipment 10 28,772 38,342 c
Intangible assets — goodwill 1" 5,188 5,188 g
Trade and other recevables 13 134 209 M.
Deterred tax assets 7 7,738 2,318 3
41,832 46,057
Current assets
Trade and other receivables 13 16,697 14,492
Inventories 14 13,110 12,699
Cash at bank and in hand 15 1,041 2,234
30,848 29,425
Total assets 2 72,680 75 482
Liabilities
Current habilities
Trade and other payables 16 18,444 20,368
financial habulities 17 5,416 5,747 g
Income tax payable 346 4,259 5
24,206 30,374 g
Non-current habilities 3
Financial habiliies 17 14,804 11,539 bt
Deferred tax habihties 7 256 256 g
Provisions 97 61
Dehicit on defined benefit pension plans 18 16,406 7.081
31,163 18,937
Total habilities 55,369 49,311
Net assets 17,31 26,171
Equity
Called up share capital 19 701 701
Share premium 7,136 7,136
Other reserves 21 8,595 8,595
Foreign exchange reserve 21 3,309 3,492
Retained loss (7,805) {1,526)
AP| Group Shareholders’ equity 11,936 18,398 -
Minority interest 5,375 7,773 2
Total equity 17,311 26,11 E
5
d on behalf of the Board o

A Tufner

2 June 2010

Company number 169249
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Group Statement of Changes in Equity

for the year ended 31 March 2010

Annual Report & Accounts 2010

Equity Foreign Total
share Share Other exchange Retained  shareholders’
capital prermum reserves reserve earmngs equity
£'000 £:000 £'000 £'000 £'000 £'000
At 1 Apnl 2008 8,998 7.136 298 (188) 5,568 21,812
Loss for the year — — — - (3,861) (3,861)
Other comprehensive iIncomef{expense}
Exchange differences on retranslation of
foreign operations — — — 3,680 — 3,680
Change in farr value of effective cash flow hedge
(interest rate swap) — — _ —_ (360) {360)
Actuarnial losses on defined benefit pension plans - — - — (3.925) (3.925)
Tax on items taken directly to equity — —_ _ _ 1,099 1,099
Total comprehensive income/{expense) for the year — —_ - 3,680 (7,047) (3,367)
Buy back of deferred shares (8,297} — 8,297 — — —
Share-based payments — — - — @7 a7)
At 31 March 2009 701 7.136 8,595 3,492 (1,526) 18,398
Profit for the year — — - — 124 124
Gther comprehensive income/(expense)
Exchange differences on retranslation of
foreign operations — _ - (183) — (183)
Change In fair value of effective cash flow hedge
(interest rate swap) — — — — 108 108
Actuanal losses on defined benefit pension plans — — — — (9 085) {9,085)
Tax on rtems taken directly to equity — — — — 2,544 2,544
Total comprehensive expense for the year — — — (183) (6,309) (6,492)
Share-based payments — — — — 30 30
At 31 March 2010 701 7,136 8,595 3,309 (7.805) 11,936
Shareholders’ Mrnority Total
equity interest equity
£'000 £°000 £ 000
At 1 April 2008 21,812 5,887 27,699
Total comprehensive {expense)income for the year (3,367) 2,770 (597)
Dmdends — (884) 884)
Share-based payments (47) — a7
At 31 March 2009 18,398 7,713 26,171
Total comprehensive expense for the year (6,492) {2,398) (8,880)
Share-based payments 30 — 30
At 31 March 2010 11,936 5,375 17.311
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Year ended Year ended
31 March 31 March
2010 2009
Note £'000 £000
Operating activities
Group operating {lossyprofit {5.112) 4,793
Adyustments to reconcile Group operating profit/(ioss) to net cash flows from operating activities
Depreciation of property, plant and equipment 3,820 3,905
impairment of property, plant and equipment 5,083 —
Imparrment of goodwall — 1,292
Loss/(profil) on disposal of property, plant and equipment 10 (7,780
Share-based payments 30 (47)
Difference between pension contributions paid and amounts recognised in the income statement (854) (1,021)
{Increase)decrease i inventories (590) 1,310
{increase)/decrease tn trade and other recevables (2,302) 5,224
Decrease in trade and other payables (862) (731)
Mavement in provisions 36 {92)
Cash {used in)/generated from operations (741) 6,853
Income taxes paid (96) {405}
Net cash flow from operating activities (837) 6,448
Investing activities
Interest recewved 40 35
Purchase of property, plant and equipment (1,193) (4,110}
Sale of property, plant and equipment 30 8,706
Payment of legal costs in respect of discontinued operations (12) (1.171)
Net cash flow from investing activities (1.135) 3460
Financing actvities
Interest paid {1.458) (2,512)
Dradends paid to minonty interests {434) 6200
New borrowmgs 7,131 1,693
Repayment of borrowings {(3.850) (9,594)
Net cash flow from financing activities 1,389 (11,033)
Decrease in cash and cash equivalents (583) (1,125)
Effect of exchange rates on cash and cash equivalents (114) 261
Cash and cash equivalents at the beginning of the pericd 15 151 1,015
Cash and cash equivalents at the end of the pertod 15 (546) 151

Our Governance Qur Business

Our Finanaials

25



AP Group plc Annual Report & Accounts 2010

Notes to the Consolidated Financial Statements

1 Group accounting policies
Authonisation of financial statements
The Group’s financial statements for the year ended 31 March 2010 were authorised for 1ssue by the Board of Directors on 2 June 2010 and
the balance sheet was signed on the Board's behalf by A Turner

APl Group plcis a public company incorporated and domiciled in England & Wales The Company's ordinary shares are traded on the
Alternative Investment Market of the London Stock Exchange

Basis of preparation and statement of comphance with IFRS

The Group's financial statements have been prepared in accordance with International Financial Reporting Standards (FFRSs) 1ssued by the
International Accounting Standards Board (1ASB) as adopted by the European Union as they apply 1o the financial statements of the Group
for the year ended 31 March 2010 and apphed in accordance with the Companies Act 2006 The Group has applied optional exemptions
avallable to it under IFRS 1

The consolidated financial statements are presented in sterling and all values are rounded to the nearest thousand {(£'000) except when
otherwise indicated

The Group meets its day-to-day working capital requirements through overdraft and loan facthues, as detailed in Note 17 The principal
facilittes relate 1o the UK In November 2009, these were extended to July 2013 Since the year-end, new faclities were put in place in the US
business which extend to November 2013

While the Group's end markets have demonstrated some recovery in the second half of the financal year to March 2010, a sustained recovery
remains uncertain The Group's forecasts and projections, allowing for possible deterioration of trading performance, show that the Group
has a reasonable expectation of being able to operate within the level of currently available faciliies and wathin the covenant targets

Accordingly, as set out in the Directors’ Report, the accounts have been prepared on the going ¢encern basis

Accounting policies
The principal accounting policies which follow set out those policies which apply in prepanng the financial statements for the year ended
31 March 2010 These policies have been consistently applied to all penods presented unless otherwise stated

During the current year, the Group has adopted IAS 1 Rewsed Presentation of Financial STatements (eHectiVe 1 Janliary 2009) The revised
Standard separates owner and non-owner changes in equity The Statement of Changes in Equity includes only details of transactions with
owners, with non-owner changes in equity shown as a single ine In addition, the Standard introduces the Statement of Comprehensive
Income It presents all tems of Comprehensive income, either in one statement, or as two linked statements The Group has elected 1o
present two statements

The Group also adopted IFRS 8 Operating Segments (effective 1 January 2009) This Standard requires disclosure of information about the
Group s operating segments and replaces the requirement to deterrmine primary and secondary reporting segments of the Group Adoption of
this Standard does not have any effect on the financial position or performance of the Group Summary segmental information 1s presented (n
Note 2

tn addition, the following new and amended standards and nterpretations came into effect for accounting periods commenang on or after
1 Apnl 2009 Insofar as they are relevant to the Group’s operations, adoption of these rewised standards and interpretations did not have any
material effect on the financial statements of the Group

®  [FRS 2 Share-based Payment — Vesting Conditions and Canceflations (effective 1 January 2009)

®  IFRS 2 Share-based Payment — Group Cash-settled Share-based Payment Transactions {etfective 1 January 2010}

e [FRS 3 Busmess Combmations (Revised) and IAS 27 Consolidated and Separate financial Staternents (Amended) including consequentiad
amendments to IFRS 7, 1AS 21, 1A5 28, 1AS 31 and IAS 39 (effective 1 July 2009}

@ |FRS 7 Ananaial Instruments Disclosures (effective 1 January 2009)

{AS 23 Borrowing Costs (Revised} (eflecuve 1 January 2009)

IAS 32 Financial Instruments Presentation and IAS 1 Puttable Financial Instruments and Obligations Ansing on Liquidation (effective

1 January 2009}

1AS 32 Financal Instruments  Presentation (lassification of Rights Issues {effective 1 February 2010)

IAS 39 Financial Instruments Recognition and Measurernent — Ehgible Hedged itemns (effective 1 July 2009)

IAS 39 Financial Instruments Recognition and Measurement -— Embedded denvatives (effective 30 June 2009)

IFRIC 16 Hedges of a Net Investment in a Forergn Operation (effective 30 June 2009)

IFRIC 17 Drstributions of Non-cash Assets to Owners (effective 1 July 2009)

IFRIC 18 Transfer of Assets from Customers (effective 1 July 2009)
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Group accounting policies continued

At the date of the authonsation of these financial statements, the followang standards and interpretations, which have not been applied
n these financial statements, were in 1ssue but not yet effective The Directors anticipate that the Gioup will adopt these standards and
interpretations on ther effective dates

e IFRS 9 Ananaal instrurments  Classification and Measurement {effective 1 January 2013)

e IAS 24 Related Party Disclosures (Revised) (effective 1 January 2011)

e IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments {(effective 1 July 2010}

Signuficant judgements and estimates

Tne preparation of the financial statements requires management 10 make judgements, estimates and assumptions that affect the amounts
reported for assets and hiabilrves as at the balance sheet date and the amounts reparted for revenues and expenses durng the year However,
the nature of esumation means that actual outcomes could differ from those estimates Detarls regarding Judgements which have the most
significant effect on the amounts recognised in the financial statements are as follows

Impairment of non-financal assets

The Group assesses whether there are any indicators of impairment for all non-financial assets Goodwll 1s tested for impairment annuatly or
at other times when relevant indicators exist Other non-financial assets are tested for impairment when there are indicators that the carrying
values may not be recoverable When value-in-use calculations are undertaken, management must estimate expected cash flows from the
asset or cash generating unit and choose a suitable discount rate to calculate the net present value of those cash flows Further details
regarding impairment of property, plant and equipment and goodwll are given in Note 12

Deferred tax assets
Management judgement 1s required to determine the amount of deferred tax assets that can be recognised, based on the hkely timing and
level of future taxable profits Further details are given in Note 7

Pensions and other post-retirement benefits

The cost and valuation of defined benefit pension plans 1s determined using actuaral valuattons This involves making assumptions about
discount rates, expected rates of return on assets, future salary and pension increases and mortality rates Due to the long term nature of
these plans such esumates are subject to significant uncertainty Further detaills are given in Note 18

Basis of consolidation

The consolidated accounts comprise those of the Parent Company and its subsidiary undertakings for the year ended 31 March 2010 The
results for the subsidiary undertakings are ncluded for the full year except where control 1s acquired or sold duning the year, when results are
incleded from ar to the date of acquisition or sale

All ntercompany balances and transactions, including unrealised profits ansing from intra-group transactions, have been eiminated m full

Minonty interest represents the portion of profit or loss and net assets in subsidianies that is not held by the Group and 15 presented separately
within equity in the consolidaied balance sheet, separate from Parent Shareholders’ equity

Business combinations and goodwll
On the acquisition of a business, fair values are attributed to the net assets acquired Goodwill anses where the farr value of the consideration
given for a business exceeds the fair value of such net assets

Goodwill ansing on acquisitions 1s capitalised and subject to imparment review Between 5 October 1897 and 1 October 2004 goodwili was
amortised over its estimated useful life Such amorusation ceased on 30 September 2004 The Group's policy before § October 1997 was to
ehiminate goodwill ansing upon acquisitions agamst reserves Under IFRS 1 and IFRS 3, such goodwill will remain ehminated against reserves

Revenue recognition

Revenue represents amounts invoiced to third parties excluding value added taxes and represents net nvoice value Jess estimated rebates,
returns and settlement discounts 1115 recogmsed when the significant nsks and rewards of ownership of the goods have passed to the
buyer and the amount of revenue can be rebably measured This 1s normally the date of despatch Rebates and discounts are recognised in
accordance with contractual obhigations held with customers They are recognised in the penod 1o which they relate
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Notes to the Consolidated Financial Statements

1 Group accounting pohcies continued
Borrowing ¢osts
Borrowing costs that are directly attnibutable to the acquisition construction, or production of a qualifying asset form part of the cost of that
asset Other borrowing costs are recogmsed as an expense

Exceptional tems
Exceptional items are matenal items which denve from events or transactions that fall within the ordinary actmties of the Group and which
need to be separately disclosed by wirtue of their size or incidence

Property, plant and equipment

Praperty, plant and equipment 1s stated at cost less accumulated depreciation and accumulated impairment losses The Group's policy 1s 1o
wate off the difference between the cost of each item of property, plant and equipment and its residual value systematically over its estimated
useful ife Annual reviews are made of the estimated remaining lives and residual values of indwvidual productive assets, taking account of
commercial and technological obsclescence as well as normal wear and tear Under this policy it becomes smpractical to indicate average asset
lives exactly but the indicative ranges are as follows

e Freehold burldings and long leasehold property — 14 to 50 years

&  Plant and machinery — 5 to 20 years

o Office and IT equipment — 3 to 10 years

Freehold land 15 not depreciated

An tem of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected 1o anse from
the continued use of the asset Any gain or loss ansing on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) 15 ncluded in the income statement in the year the item 1s derecognised

As permitted by IFRS 1, property previously revalued before the transition date of 1 October 2004 has been treated as deemed cost at the
transition date

Impairment of non-financial assets
The carrying values of intangble assets are reviewed annually for impairment or if events or changes in arcumstances indicate the carrying value may
—not be recoverable Property, plant and equipment are reviewed to ensure that assets are not carried at above therr recoverable amounts once some

indication of impairment exists Calculations are made of the discounted cash flows resulting from contnued use of the assets (valuein use) or from

their disposal (fair value less costs 1o sell} Where these values are less than the carrying amount of the assets, an impairment loss 15 charged to the
Income statement

Intangible assets

Intangible assets acquired separately from a business are capitalised at cost Intangible assets acquired with a business acquisition are
capitalised at fair value at the date of acquisition if the asset 15 separable or arises from contractual or other legal rights and its fair value can
be measured rehiably The useful lives of intangtble assets are assessed as finite or indefinite

Intangible assets created wathin the business are not capitalised and expenditure 15 charged aganst Income as 111s incurred

Research costs
Research costs are expensed as incurred

Leases
Leases where the lessor retains substantally all the risks and benefits of ownership of the asset are classified as operating leases and rentals
payable are charged in the iIncome statemnent on a strarght hne basis over the lease term

Inventories

Inventories are stated at the lower of cost and estimated net realisabte value Costis determined on a first in first out basis Cost of work In
progress and finished goods compnses the cost of raw matenals, direct labour and evetheads attributable to the production of stock Net
realisable value compnses the estimated selling value less selling costs

Trade and other receivables
Trade and other recewvables are recognised and carnied at oniginal invoice value less an altowance for any amounts which may not be
collectible Should an amount become uncollectible, it 15 written off 1o the income statement in the period in which it 1s identified
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Group accounting policies continued

Cash and cash equivalents

Cash and cash equivalents principally comprise funds held with banks and other financial institutions with an onginal maturity of 3 months
or less For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined
above, net of outstanding bank overdrafis

Finanaal habilities — interest-bearing loans and borrowings

All loans and borrowings are intially recognised at fair value of the consideration received net of issue costs associated with the borrowing
After mitial recognition, interest bearing loans and borrowings are subsequently measured at amorbsed cost under the effective interest rate
method

Provisions

Provisions are recognised when the Group has a present obligation (fegal or constructive) as a result of a past event 1t 1s probable that an outflow
of resources embodying economic benefits will be required to settle the obligation and a relsabfe estimate can be made of the amount of the
obligation Where the Group expects some or all of a provision to be reimbursed, for example under an Insurance contract, the rembursement

15 recognised as a separate asset but only when the reimbursement s wirtually certain The expense ielating to any provision 1s presented in the
income statement net of any reimbursement If the effect of the tme value of money 1s matenal, prowsions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks
speafic to the hability Where discounting is used, the increase in the prowision due to the passage of time s recognised as a finance cost

Taxation
Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation authorities, based on tax
rates and laws that are enacted or substantively enacted by the balance sheet date

Deferred income tax s recogmised on all temporary differences ansing between the tax bases of assets and habilities and thewr carrying

amounts in the financial statements, with the following exceptions

e where the temporary difference anses from the initial recognition of goodwill or of an asset or lability in a transaction that is not a
business combination that at the time of the transaction affects neither accounting nor taxable profit or loss,

e n respect of taxable temporary differences associated with investments in subsidianies, where the irming of the reversal of the temporary
differences can be controlled and 1t 15 probabie that the temporary differences will not reverse in the foreseeable future, and

e deferred income tax assets are recogmised only to the extent that it 1s probable that taxable profit will be avadable against which the
deductible temporary differences, carried forward tax credits or tax fosses can be utilsed

Deferred 1ncome tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected to apply when the related
asset 1s realised or hability 1s settled, based on tax rates and laws enacted or substantively enacted at the balance sheet date

Income tax is charged or credited directly to equity if it relates to items that are credited or charged to equity Otherw:se income tax s
recognised in the income statement

Pensions and other post-retirement benefits

The cost of providing benefiis under the defined benefit penstan plans 1s determined separately for each plan using the projected umit credit
method, which attnbutes entitiements to benefits 10 the current period (to determine current service cost) and to the current and prior periods
(to determine the present value of the defined benefit obhigation} and 1s based on actuanal advice Past service costs are recogmised in profit or
loss on a straight ine basis over the vesting period or immediately if the benefits have vested When a settlement (eliminating all obligations
for benefits already accrued) or a curtailment (reducing future obligations as a result of a matenal reduction 1IN the scheme membership or a
reduction in the future entitlement) occurs the obligation and related plan assets are remeasured using current actuantal assumptions and the
resultant gain or loss recogmised in the income statement duning the penod in which the settlement or curtailment occurs

The interest element of the defined benefit pension cost represents the change In present value of scheme obligations resulting from the
passage of time, and 1s determined by applying the discount rate to the opening present value of the benefit obhgation, 1aking into account
matenal changes in the obligation durning the year The expected return on plan assets 15 based on an assessment made at the beginming of
the year of long term market returns on scheme assets, adjusted for the effect on the far value of plan assets of contributions received and
benefits paid during the year The difference between the expected return on plan assets and the interest cost 15 recogrused in the income
statement as other finance iIncome or expense

Actuanal gains and losses are recognised in full in the Statement of Comprehensive Income in the pencd in which they occur

The defined beneifit pension lability in the balance sheet comprises the total for each plan of the present value of the defined benefit
abhgation {using a discount rate based on high quality corporate bonds}, less any past service cost not yet recognised and less far value of
plan assets out of which the obligations are to be settled directly Fair value 1s based on market price nformation and in the case of quoted
secyrities I1s the pubbshed bid price
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Notes to the Consolidated Financial Statements

Group accounting policies continued
Contnibutions to defined contribution schemes are recognised in the income statement in the peniod In which they become payable

The US business contributes 10 a mult-employer defined benefit pension scheme This scheme 15 accounted for as a defined contnibution
scheme, as the information available from the scheme administrators is insufficient for 1t to be accounted for as a defined benefit scheme

Share-based payments

The cost of equity-settled transactions with employees 1s measured by reference to the fair value at the date at which they are granted and
1s recognised as an expense over the vesting penod, which ends on the date on which the relevant employees become fully entitled to the
award Fair value 15 deterrmined by using an appropnate pricing model In valuing equity-settled transactions, no account 1s taken of any
vesting conditions, other than conditions linked to the price of the shares of the Company {market conditions)

No expense 15 recognised for awards that do not ulumately vest, except for awards where vesting 1s conditional upon market conditions which
are treated as vesting rrespective of whether or not the market condition 1s satisfied, provided that all other perfarmance conditions are satsfied
A1 each balance sheet date before vesting, the cumulative expense s calculated representing the extent to which the vesting perod has
expired and management’s best estimate of the achievement or otherwise of non-market conditions and of the number of equity instruments
that will ulimately vest or, in the case of an instrument subject to market condiions, be treated as vesting as described above The movement
In cumulative expense since the previous balance sheet date 15 recognised in the income statement, with a corresponding entry in equity

Employee Share Option Trust ("ESOP Trust”)

The Company has a discretionary trust established 1o faciitate the operation of the Company executwe share option schemes Shares in API
Group ple held by the ESOP Trust are classified in Shareholders' equity and are recognised at cost Amounts received on exercise of these options
are also recognised 1n equity, with any difference between proceeds from the exercise of these options and the onginal cost being taken to
revenue reserves No gain or loss 1s recognised in the performance statements on the purchase, sale, issue or cancellation of equity shares

Warrants

Warrants are classified on initial recognition as a financial hiabilty, a financial asset or an equity instrument in accordance with the substance of
the contractual arrangement and the definition of a financial hatabty, a financial asset or an equity instrument Warrants were issued dunng the
year which meet the definition of an equity instrument In accordance with 1AS 32, these warrants are accounted for when cash flows anse under
the contract

Foreign currencies

The assets and liabilittes of overseas subsidiary underiakings are translated into Steding at rates ruling at the balance sheet date and trading
ilemns at the average rate for the peniod The exchange differences arising on the translation of the financial statements of foresgn subsidiary
undertakings are taken directly to a separate component of equity On disposal of a foreign entity, the deferred curulative amount recognised
in equity relating to that particular foreign operation 1s recognised in the income statement

Transactions in fareign currencies are recorded at the rate ruling at the date of the transaction Monetary assets and liabilities denominated
in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date All translation differences are taken o the
Income statement

Dervative financial instruments and hedging

The Group uses dernivative financial instruments such as forward currency contracts and interest rate swaps to hedge its risks associated
with foreign currency and interest rate fluctuations Such derwative instruments are measured at farr value on the date which the dervative
contract 1s entered into and are subsequently remeasured at fair value at the balance sheet date Derivatives are carned as assets if the fair
value I1s positive and habilities If the fair value 1s negative

The fair value of forward currency contracts 1s calculated by reference to current forward exchange rates for contracts with similar maturity
profiles The fair value of interest rate swaps 15 determined by reference to market values for similar instruments

Hedge accounting 1s adopted when the hedging retationship is formally designated and documented on inception Such hedges are expected
to be highly effective in offsetting changes in fair value or cash flows and are assessed on an ongoing basis to determine whether they have
been highly effective during the reporting period for which they were designated Gains and losses anising from the changes 1n the far value
of derwatives that do not qualify for hedge accounting are taken to finance revenue or finance costs 1n the income statement

Hedges of a net Investment in a foreign operation are accounted for 1n a simitar way Gains or losses refating 1o the effective portion are
recogrused directly in equity while any gains or losses relating to the neffective portion are recognised in the income statement On the disposal
of the foreign operation, the cumulative value of any gains or losses recognised directly in equrty 15 transferred to the income statement
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2 Segmental analysis

The Group produces monthly management information to enable the Board, including the Chief Executive Officer to monitor the financial
performance of the constituent parts of the Group This infermation 1s analysed by four distinct independently managed segments 1n
accordance with the location of assets Europe, North America and Asia Pacfic, with the Europe segment being analysed further by the

major product categories of Foils and Laminates

Revenue
Year ended Year ended
31 March 31 March
2010 2009
Continuing Continuing
and Total and Total
£'000 £000
Total revenue by onigen
Europe
Foils 31,124 32,411
Larminates 28,000 35,424
Intra-Europe (373) (2,398)
58,751 65,437
North America 20,020 21,855
Asia Pacific 9,239 9,399
88,010 96,691
Inter-segmental revenue
Europe
Fouls 2,427 4,044
Laminates _— _
Intra-Europe (373) (2 398)
2,054 1,646
North Amenica 469 852
Asia Pacific 913 742
3,436 3,240
External revenue by ongin
Europe
Foils 28,697 28,367
Laminates 28,000 35,424
56,697 63,791
North America 19,551 21,003
Asia Pacif