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About Porvarr

Porvarr 1s a specialist filtration and environmental technology
group, with operations in both the UK and US

The Group develops, designs and manufactures specialist
filtration and separation equipment We serve a range of
market segments of which aviation, molten metal, clean energy
and life science filtration are the most important

At the heart of what we do 1s the fiitration and engineering
expertise which allows us to solve customer problems
across all the markets we serve,

Porvair ams to develop and exploit its expertise in specialist
filtration and environmental technologies for the sustainable
benefit of its shareholders, staff and other stakeholders.
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Key highiighis in 2007

» Profit before tax up 10% to £3 4 mithon
(2006 £3 1 million}

e Carnings per share up 12% to
5 8 pence (2006 5 2 pence)

* Strong cash generation reducing net
borrowings to £7 0 milion (2006
£8 4 million) Interest cover was 8 times
(2006 6 times)

* Recovery at Metals Filtration after
restructuring — record sales of US$38 6
milhon (2006 US$36 1 million)

— New Nicke!l-Cobalt filiers launched In
Apni Production equipment capable
of US$5 million in annual sales being
commissioned

- Customer trnals of the first new
alumimium filter to be introduced In 25
years are under way - offers superior
performance at a premium price

— Manufacturing and sales of our
proprietary carbon bipolar plates and
metallic combustion plates continued
throughout 2007

Operating profit (€ 000)

* A year of consolidation at the
Microfiltration division with sales of
£26 2 millon (2006 £26 4 million)
affected by US dollar weakness

— Aviation filtration delivered another
strong year with 13% sales growth
Contract wins dunng the year
underpin growth projections

- Larger manufacturing facilities will be
ready by mid 2008

— Omniilter acquired and traded well in
its first 10 months with the Group

- Orders received for gasification filters
for delivery early in 2008

- Strong order book augurs well
for 2008

* Exchange rate movements held reported
profits back by £0 4 milion The weaker
US dollar, however, 1S supporting export
sales from Metals filtration

s The Directors recommend a final
dividend of 1 2 pence (2006 1 1 pence}
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Porvair's strategy

Parvarr 1s a specialist filtraiion and environmental technotogy company with
manufacturing operaiions N the UK and US

Porvarr addresses niche markets with promising long term growth charactenstics
Our pnmary markets are

molten alurmimum and cther molten metals
* general aviation, particularly fuel, lubrncant and hydraulic filtration
* lfe sciences

¢ Clean energy
Specialist filtration products have attractive charactenstics because

* filters require specialist design and engineerng for bespoke applications
e applications are often protected by quality accreditation or regulation

* filters are generally consumable used once or replaced as part of
a mantenance cycle

¢ once specified, filters are likely to be used for many years
Porvarr’s objective 1s to bulld shareholder value through

¢ organic growth

- by the normal expansion of our target markets and by market share growth,
particularly iIn molten aluminium and aviation

- by investment in specific growth opportunities, often environmental technologies
(see opposite)

* acquired growth
- by bolt-on acquisition In our existing niche markets
- from acguisitons In related environmental technologies
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Growth opportunity

Metals Filtration

Molten aluminium filtraticn

Porvairs ceramic filters offer a cost effective way 1o remove
small inclusions from molien metal and so preduce high
punty metals Porvar Selee poneered the development of
ceramic foam filters for this use and 1S the world leader in
cast house aluminium fitration

Nickel-Cobalt filter

Porvar provides speciahst ceramic filters to turbine blade
manufaciurers for the filtration of nickel-cobalt alloys These
fiters form part of a highly controlled process designed

to ensirre that turbine blades are made to the highest
possiple standards

Energy storage component

Porvarr has used a combination of its ceramic foam
technology and its carbon tipolar plate technology to provide
a novel component for the energy storage market

Fuel cell technology

Porvair produces high performance low cost carbon bipolar
plates for the fuel cell industry Porvair's matenal is unique m
the industry and offers fuel cell manufacturers outstanding
electrical propertes low density and compact design for
static and vehicle fuel cells

Diesel emission technology

Porvar 1 developing a unigue range of porous metals
Metpore™ can be made in many alloys, in many shapes
and with a variety of densities and porosities 1t 1s being
tested by a number of diesel emission technology
manufacturers because it 1$ robust, it carries a catalyst well
and exhibits excellent deep bed filtration charactenistics

Microfiltration

Awiation filiration

Porvar designs and manufactures specialst filtrabon
components and assemblies for contamination control in
hydraulic, fuel, lubrication and air systems to the exacting
technological and quality specifications set by the aerospace
industry Porvarr filters protect vital sub-systems such as
fight controls fuel management systems, thrust reversers,
braking steenng power generation and ar intakes in
arcraft and helicopters

Gasification filtration

Porvar 15 a leading provider of high temperature filiers 1o
the gasification industry Gasification plants convert ceal or
petroleurn coke into synthetic gas, which is then converted
into chernicals or iiquid fuels or used to fuel gas fired power
stations Porvar specialist fillers are an integral part of the
gas production process operating at high temperatures to
remove particulate from the gas stream

Bioscience separation

Porvair's specialist lzboratory filtration systems are approved
for use In the pharmaceutical and drug industnes Porvar s
treated porous plastic products are used n a diverse range
of diagnostic devices laboratory testing kits, medical devices
and pharmaceutical production

Key developments

* Porvarr has developed the first mgor tnprovement
in aluminium filtration in 25 years

+ The new filter has improved strength and performance
and a betier health and safety profile

* Production and customer tnal results are very positive
* After a five year development programime Porvar has

signed a icence agreement with the Sandia National
Laboratory for the producton of an improved filier

* Porvar has signed a multi-year supply agreement
with 1tS core customer

* Sales of this filter have started and production scale
up 1s underway

The technology development process 1s
approaching completion

» Successiul completion of the technology development
could result in revenue from the second quarier of 2008

+ Orders for plates have been delivered throughout
2007 and intoc 2008

Tight manufacturing and process control has been
demonstrated and the cost has been reduced to one
lenth of the previous generation of plates

» The next stage of development 1s on hold pending
the redesign of the plate flow channels by the
prncipal customer

* The Group's main development project 15 N associaton
with a major manufacturer of exhaust systems for hght
diesel cars

Matenal testing 1s underway and will continue
throughout 2008

A new fuel tank inerting system developed in association
with Parker Hannifin for Boeing passenger jets has
entered production

A contract for a similar fuel tank nerting filter for Arbus jets
was wen In the year

Aviation growth has been boosted by specialist assembly
work won in the buoyant aerospace market

» A further set of filters ordered for delivery in spnng 2008 as
part of the 3G Solutions US$20 millon supply agreement

Fleven requests for pilot plant development filters
receved n 2007

A collaboration agreement was signed with the Energy
& Ervironmental Research Cenier at University of North
Dakota for work sponsored by the US Departrment

of Energy {DOE) for the gasiication of igrute coal

Point of care diagnostic device launched and awaiting
customer trnals

» Sold phase extraction dewvices under development
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Chairman and Chief Executive's statement

Charles Matthews, Charrman

Performance summary

Porvair has delivered a solid step forward in the year
ended 30 November 2007 profit before tax increased
by 10% to £3 4 million (2006 £3 1 milion}, and
earnings per share was up 12% to 5 8 pence (2006

5 2 pence} Porvar achigved strong cash generation
reducing net borrowings to £7 0 million (2006

£8 4 millon} and ncreased interest cover to 8 times
(2006 6 thmes}

Metals Filttration was restructured early in the year

and recovered to produce record sales of US$38 6 milhon
(2006 US$36 1 millon) Metals Filtration's key growth
projects made good technical progress and began to
contribute sales

* A new Nickel-Coball filter was launched in April

* Customer tnals of the first new aluminum filter to be
ntroduced n 25 years are under way

+ Manufacturing and sales of our proprietary carbon
bipolar plates and metallc combustion plates
continued throughout 2007

Microiiltration had a year of consolidation and delivered
sales of £26 2 milion {2006 £26 4 millon} Performance
was held back by the weak US dollar but good
progress was made in a number of areas

* Aviation filfration delivered another strong year vath
13% sales growth

+ Larger manufactunng faciities will be ready by
mid 2008

* Omnifilter was acquired and traded well in its first
10 months with the Group

* Orders were receved for gasification filters for
dedivery early in 2008

* A strong order book augurs well for 2008

Ben Stocks, Group Chief Executive

Business overview and strategy

Porvarr's strategy 1s to develop and exploit its expertise
in specialist filtration and environmental technologies
for the sustainable benefit of its shareholders, staff and
other siakeholders

Porvar manufactures in the UK and the US Its sales
are global The UK based Microfiltration division
prmarly serves aviation, life science clean energy and
industriat markets The US based Metals Filtration
dwviston uses ceramic technology to serve the molten
metal handing market worldwide Metals Filtration has
particular expertise in tha filtration of alurmimum, but
also serves the iron foundry market and has niche
posittons In steel, copper and high value alloys

Porvarir's strategy for the creation of growth and
sustanable shareholder value 1s to

* Develop n filtration and environmental technology
markets where supenor returns can be achieved
because products

- require specialist design and engineering skills

— are protecied either by regulation, qualty
accreditation or technical know-how

— are consumable and replaced as part of
a maintenance routine

- have long product lives

» Broaden the range of producis Porvarr delivers 1o key
market segments, particularty In aviation and moften
alumimum

* Acquire specialist filtration and environmental
technology businesses that meet stnct inancial and
commercial cnteria

* Maintain an appropnatety funded balance sheet and
generate sufficient cash to sustamn a progressive
dmdend policy

The Board believes that this strategy will enable Porvar
to grow Its revenues and operating profits For several
years the Group has funded key development projects
from its own cash flows This has had a considerable
impact on Group profits, which the Board has
considered a prudent investment in the Group's future
One feature of the 2007 results 1s that these
nvestments have started to generate sales



Porva: pic Annual Report & Accounts 2007

Deploying our expertise - Porvar deploys is {filtration expertise across a broad range of markeis
Filters are used to protect sysiems and 1o inprove ther salety and longewvity and m production
processes to improve the punty and quahly of ihe product

The same filtration engineenng pnnciples are used to design filters for fuel ines hydraulic ines and
lubnication systems in arcraft as are used in the design of our ceramic filters for molten metal Metal
fitered through our fltration systems 1s used to produce a wide vanety of rolled forged and cast
components including applications 1N the transport, construction and power generation sectors

From safer aviation
to iImproving metal
purification
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Chairman and Chief Executive's statement continued

Divisional performance — Metals Filtration

The Group's Metals Filiration division performed well in
2007 following its restructunng early in the year The
restructunng was carried out to adjust Selee’s cost
base and to move Porvarr Advanced Matenals’ ((PAM')
focus away from product development and towards
product commercialisation As a resull PAM has been
Integrated within Selee and came under Selee's
management The two businesses are now reporied
as one segment The table below splits out the Special
Projects, mainly the former PAM research and
development projects, from the Seles core business

Year ended 30 November 2007 Special Metals

Selee  Projects Filtraton

USS5'000 US& 000 US5000

Revenue 37,431 1211 38,642
Operating profit/(loss) before

restructunng 2773 (1689) 1,084

Restrucluring costs [464) - (464)

Operating profii/(loss) 2309 (1689) 620

Year ended 30 November 2006 Specal Metals

Seles Projects Fiitration
USS000  USS 000 LSS 000

Revenue 34,840 1,247 36087
Operating profit/{loss) 646 (2,341} {1,695)

Sales at Selee rose to US$E37 4 million (2006

US$34 8 million), a record for the business with

all product lines performing well Domestic sales

of foundry filters continued therr steady growth
Alurminium cast shop filers - in which Selee has

a leading market share ~ grew through export sales
Engineered Ceramics, the operation that makes
specabst metals handling products, had ancther
year of record sales Operating profits, after charging
restructunng costs of USS0 5 million, increased
substantially to US$2 3 millon (2006 US$C 6 million)

Selecied customer irials began of the first new
aluminium cast shop filtter for 25 years Using
pronetary technology, this product ofiers supenor
performance to the current iIndustry standard and is
expected to command a premium price It will also
better conform to up-to-date matenals handling
requirements Customer trials and qualifications are
underway and will continue throughout the year We
expect commercial sales to begn i 2008 and are
excited by the opportunities this new product offers

It was a good year for Special Projects

* Cusiomer deliveries of new specialist molten Nickel-
Cobalt fiters began m Apnl These are based on
patents licenced from Sandia National Laboratones
A multi-year supply contract was signed with one of
Selee’s core customers and sales increased through
2007 as production capacity was commissioned We
expect to reach full production capacity dunng 2008
with this product ine contnbuting up to US$5 millicn
in annual sales revenue once fully commissioned
and qualified

Bipolar plates were manufactured throughout 2007
and will continue in 2008 for the current product

We have a good product that 1s working well In what
remains a very small market for vehicular fuel cells
We have agreed with cur principal customer, UTC
Power, that we will wait for the markel to develcp
before committing further investment 1o the naxt
generation product

A product that uses very similar technology to bipolar
plates has been under development throughout 2007
for a very interesting energy storage application This
offers good prospects for near term commercialisation
We are evaluating final product specifications along
with preduction and supply options

» Sales of combustion plates continued through the
year Demand for diesel emission substrates remains
strong, albert still for product development samples,
which we supply on a fully costed basis

Divisional performance - Microfiltration

After its excellent year in 2006, the Microfiltration
division, which compnses the Porvar Filtration Group,
Ommifilter and Porvar Sciences. was expected to
pertorm less well In 2007 as major gasification
contracts were In place for deliveries in 2006 and 2008
but not in 2007 Sales for the year were £26 2 milhon
(2006 £26 4 milton) After taking into account the
weakness in the US dollar holding back profits by an
estimated £0 4 milhion, operating profits were N hne
with management expectations at £4 4 milion

(2006 £5 5 milbon)

Aviaticn filtration sales grew 13%, offsetting deciings
ik jet filker sales where a key cusiomer moved
production to China Awiation filtration continues to
be a prominent feature of this business having grown
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Delvering solutions — Porvarr products are generally bespoke for specific applications
Porvar uses Its design skills to solve the illtration challenges of iis customers Once cusiomers
have speciiled Porvarr's designs into ther products or systems they often have long ife cycles

In the power generation industry Porvarrs filters are used in a wide range of applications In the
gasification market where a range of new technologies are being developed ior the environmentally
frendly use of coal pelcoke and other carbon based matenals, Porvarr is at the forefront of the
development of fitraticn systems and applications In the nuclear ndustry, many of the filters

we designed years ago for fuel manufacture power generation and waste contanment are stll
speciiied nto exising sysiems

From innovative
solutions to long life
applications
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Charrman and Chief Executive’s statement continued

consistently since 2002 The Group previously
announced that it will be supplying new fiters for
fuel tank inerting systems to Boeing and Arbus This
project was subject to repeated customer delays but
production did finally start towards the end of 2007
and sales are now being generated Thes, along with
several other sizeable contract wins dunng ihe year,
persuaded the Board 1o invest in larger prermises for
our aviation manufacturing operation, which 15
expected to commssion dunng ihe first half of 2008

Early in the year we completed the acquisition of
Omnifilter, in the US, which was immediately earnings
accretve and traded well throughout 2007 This
business offers the Microfiltration dvision a base

from which to accelerate its growth in the US

The Microfitration division also manages some of the
Group’s key growth projects, which have developed
further in 2007

» The latest large commercral order for gasiication
filters was recerved in 2007 and will be delivered
in the first half of 2008 Demand for engineenng
and design work in this segment has been robust
throughout the year and dedicated resources have
been recruited Eleven separate requests for product
trials of R&D and demonstraton scale plants were
received dunng ihe year, covering clean coal
opportunities, carbon dioxide sequestration and gas-
to-hquid applications This continues to be a highly
promising long term development field for Porvair

* The division has a number of bioscience projects
based on the chemical treatment of fitration mecha
A second product was launched dunng the year
i conjunction wath a point-of-care diagnostic
device company Third parly customer tnals are
under discussion

Earnings per share and dividend

Earnings per share increased 12% 1o 5 8 pence (2006
5 2 pence) The Dwectors recommend a final dividend
of 1 2 pence (2006 1 1 pence) per share for 2007,
making a full year dvidend of 2 2 pence {2006

2 1 pence)

Porvair staff

On the Board's behalf we would ke to thank all
our staff for ther hard work and dedication in 2007
We have made great progress dunng the year, with
changes undergone at Selee, planning for changes
In premises 1o come at the Fargham plant of
Microfitration, and a raft of product development
projects coming to frution The prospects for 2008
are encouraging and we are grateful to all Porvair's
employees for ther efforis

Outlook

Following progress made i recert years, Porvar

15 well positoned for continued growth operating
margins continue to improve, cash genseration has
been sufficient o pay down borrowings, support a full
capital Investment programme and pay a progressive
dnvidend, and we have embarked on a programme

of bolt-on acquisitions

Several of Porvar s key growth projects reached
early commercial stages and the associated R&D
imvestrmant should now begin 10 decrease rapidly
Growth prospects from these projects are evident
and are starting 10 show positive results Long term
customer contracts for new products are in place
both in Microfiltration and Metals Filtration With order
books robust both in the UK and the US, 2008 has
started well

Charles Matthews, Charrman
Ben Stocks, Group Chief Executive

28 January 2008
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Driving growth — For severat years Porvarr has funded development projects from its own cash flow
Many of these developments have been in environmental technologies The growth prospects from this
Invesiment are evident and slarting to show positive resulls

Projects in the current development portiolio that have a direct benefit io the environment include energy

storage components that will reduce the engine idle time of heavy duty vehicles subsirates ihal reduce
emissions from diesel vehicles and bipolar plates that form an integral part of vehicular fuel cells

From environmental
technologies to driving
growth opportunities
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Finance Director’s review

Group operating performance

Group sales were £45 5 million (2006 £46 2 mllion)
and operating profits were £3 8 milion (2006 £3 7
milion) The operating performance of the Microfitration
and Metals Fiitration Divisions are described in detail in
the Chairman and Chief Executive's statement The
operating loss asscciated with the Gther unallocated
segment was £0 9 milkon (2006 £0 9 milhon} The
Other unatlocated segment mainly compnises Group
corporate costs, some research and development
costs, new business development costs and general
financial services The unallocated loss before tax in
2007 includes provisions written back of £0 4 million
(2006 £0 3 milkon) related to reduced expenses ansing
on the businesses disposed of In 2003 and to the
elimination of an onerous lease cost ansng on a
building that was refurtished and sublet in 2006

and disposed of in January 2008

The Microfiltration segment's operating prefit ncludes
the effects of the transactions in connection with the
imminent move of part of the business to new premises,
compnising a contribution towards remedial works
receved from the outgoing tenant of the Group s new
premises, a provision for future dilapidation costs on
the property to be vacatled, and duplicate rent and
other operating costs The net credt to the iIncome
statement from these transactions 1s less than

£0 1 rrulion

Impact of exchange rate movements

on performance

Due {o its international nature, relative movements

In exchange rates have an impact on the Group's
reported perdormance The US dollar weakness in
2007 adversely affects the retranslation of the results
of the US operations and reduces the value of the UK
operations’ US dollar sales We estimate that had the
US doflar/sterking exchange rate remained constant
throughout 2006 and 2007, Group operaling profits
would have been £0 4 milkon higher

General trading 1 our US operations benefits from a
weaker US dollar however, with export sales at Metals
Riltration growing quickly throughout the year

Key performance indicators

The Group considers its key performance ndicators

to be the sales growth and operating margns of

its prncipal operations, the profit before tax growth,
earnings per share growth, nterest cover, geanng, and
return on capital employed (ROCE } The table above
summarnses these ndicators

Chnistopher Tyler, Group Finance Director

Key performance indicators

2007 2006
Sales growth - Selee (in US dollars) 7% 1%
Sales growth - Microfiltration 1% 4%
Operating margin - Group 8% 8%
Operating margin ~ Selee (before
restructuring) 7% 2%
Operating margin - Microfiltration 17% 21%
Profit before tax growth 10% 12%
Earnings per share growth 12% 40%
Interest cover 8 times 6 tmes
Geanng 20% 27%
ROCE 9% 9%

The Group also considers progress towards
commercialisation of iis key growth projects to be
a key indicator of performance These indicators
are discussed In detail throughout the Chairman
and Chief Executive’s statement and the Finance
Director's review

Finance costs

Net interest payable recuced by 22% to £0 5 milion
(2006 10 6 millon) The Group holds a significant
amount of its borrowings n US dollars {US$14 8 milion
at 30 November 2007}, the weaker US dollar has
reduced the interest cost There was a finance credit In
relation to the closed defined benefit pension scheme
of £0 1 milion {2006 £nif} Interest cover was 8 imes
{2006 6 times)

Tax

The Group tax charge of £1 0 millon {2006

£1 0 million) represents an effective tax rate of 30%

on profits before tax The tax charge comprises current
tax of £0 5 mihon (2006 £O 9 mihon) and a deferred
tax charge of £0 5 millon {2006 £0 1 millon} The
Group carnes a deferred tax asset in relaiion to the
past losses in its US operations This tax asset 15
Iimited to the amount expected to be recovered In

the foreseeable future

Shareholders’ funds

Shareholders' funds at 30 November 2007 were

£34 4 millon (2006 £31 & mulion), an increase of 8%
over the prior year Shareholders’ funds increased by
the profit after tax of £2 4 milon plus £0 1 million 0
relation to ihe reversal of the share based payments
charge n the income stalement, actuanal gains net
of deferred tax added £1 6 millklon, and new shares
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issued on the exercise of options N relation 10 an SAYE
scheme generated £0 2 mithon Shareholders funds
were reduced by exchange losses on retranslation of
foreign currencies of £0 5 milhion and dividends paid

of £0 @ million

Cash flow

Net cash generated from operations was £5 7 millon
(2006 £2 3 million} Profits beicre depreciation and
amortsation were substantally all turned into cash
with working capital reducing by £0 4 milhon

(2006 £3 0 millicn ncrease) Net interest pad was
£0 6 milion (2006 £0 7 million) The lower nterest
charge 1eflects the lower average borrowings for the
year and the impact of the weaker US dollar on the
US dollar borrowings Lower tax paid of £0 6 milion
(2006 L1 3 milkon) anises as a resull of a tax
repayment in the year relating to pnor penods

Capital expenditure increased to £2 0 milkon (2006
£1 0 milion) pnncipally as a result of the it out costs
of the new Microfltration facity and additional
manufactuning capacity installed in Metals Filtration
Omnifilter was acquired for £ G milion

At the year end, the Group had net borrowings of

7 0 mithon (2006 £8 4 milhon) comprising gross
borrowings of £9 9 milion (2006 £10 2 millon) offset
by cash balances of £2 9 million (2006 £1 8 millon)
The Greup had unuthised borrowing faciities of £1 4
millon (2006 £2 0 milhlon) and an unutihsed overdrait
facihty of £3 0 million (2006 £3 0 milhon)

The Group's geanng (net debt as a percentage of
sharehclders’ funds) reduced 1o 20% (2006 279%)

Finance and treasury policy

The treasury function at Porvarr 15 managed centrally,
under Board supervision It s not a profit centre and
does not undertake speculative transactions It secks
1o limit the Group's exposure to trading In currencies
cther than its operations’ local currency and 1o hedge
its investments in currencies other than sterling The
Group does not hedge against the impact of exchange
rate movemnenis on the translation of profiis and losses
of overseas operations

A the year end, the Group had US314 8 mullion
(2006 US$14 0 milion) of US dollar borrowings
exposure which hedged underlying US net tangible
assets on the balance sheet of US$22 7 milkon (2006
US$18 6 millron} In addition, the Group has a Euro

1 6 million interest beanng debtor that was fully
hedged by borrowings in Euros

The Group finances its operations by a combination of
share capital and retained profits, and short and long
term loans Borrowings are principally at floating rate

Pension schemes

The Group continues to support its defined benefit
pension scheme in the UK, which 1s closed 10 new
members, and to prowide access to a defined
contnbution scheme for its US employees and
other UK employees

Dunng the year, a valuation of the assels and labiities
of the closed defined beneht scheme was completed
As a result of ithis review the Group and the Trusiees
agreed to reduce the employer s contributions from
15% of salary to 8% of salary The Group alsc
commitied 10 make additional annual contributions, to
cover the past service deficit, of £250,000 per annum
increasing by 5% per annum for the next eight years
The first paymeni was made in December 2007

The Group recorded a retrement benefit obligation of
£1 8 milhen (2006 £4 3 milhon) The reduction arose
from an actuanal gain in the year of £2 4 mihon and
a return on assets N excess of the service charge

of £0 1 million

Risks and uncertainhes

There are a number of risks and uncertainties,
described below, which could have a matenal impact
on the Group s long term performance and prospects

Existing market nsk

The Group s strategy 15 1o serve the needs of a

range of specialist filtration markets, such that it 1s not
dependent upon any one market No single market
represents more than 20% of sales However, three
key markets alurminum filtiration, aviation filtration, and
foundry products contnbute mere than 10% of the
Group's revenue The Group would be exposed to

a significant decline in any of these markets

Alumirium s currently in a high demand phase The
production of alumimium s gradually mowving to larger
smelters in regions of low cost energy The Group 1s
actively engaged in developing s overseas markets
for its molten aiumimum filtration business to reduce
its relance on the US market and has significantly
increased 1ts proportion of export business in the
course of the last year

The aviation market has tradiionally been a very sieady
business as the product cyctes are long and

the Group offers a broad range of products There 1s
unlikely to be such a rapid dechne in the aviation
market that the Group could not manage the
consequences over tme

The foundry filtter business 1s being enhanced by product
developments and improved gverseas distribution

Both these actions will reduce the business's rellance
on existing products in the US market

New markets nsk

The Group mvests significant amounts into the
development of new products for new markets

Many of these new markets are at an early siage of
development and are driven either by environmental
infuences or legislation There 1s a nsk thai the products
that the Group 1s developing will esther not be adopted
as part oi the potential solutions or that the legislation
or regutation wilt not develop in the way that the
Group anticipates
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The Group maintains a portfolio of potential products
addressing different market segments and recogrises
that not all of 1s potential products will become
significant revenue generators The Group mantans
a close review of each of s major developments and
15 not significantly exposed If the market for any one
product does not develop

Financing nsk

The Group maintains a level of borrowing 1o finance
its operations Damage to, or loss of, its banking
relationships could have a matenal impact on the
profitabikty of the Group Fo mitigate this rnisk, the
Group has sufficient long term faciities in place for
its expected requirements It manians a close
relationship with s bankers and carefully monitors
the restnctions on 1ts borrowings

Treasury and exchange rate risk

The Group has operations in the UK and US and sells
its products throughout the world and as a result, ihe
Group 15 exposed to fluctuations in exchange rates
The Group mantains certan borrowings n US dollars
to hedge its investments in the US and enters into
forward sales of its principal foreign currency revenues
to reduce the impact of exchange rate movements

Competitive nsk

Porvarr operates in competitive global markets
The Group’s achievement of its objectives 1s rehant
on its ahility to respond t6 many competitive factors
including, but not hmited o, pricing, technological
innovations, product qualty, customer service,
manufacturing capabiities and the employment of
qualfied personnel If the Group does not continue
to compete In its markets effectively by developing
innovative solutions for its customers, it could lose
them and its results could be adversely affected

Jechnological nsk

Porvair has a broad portiolo of products delivered to
a diverse range of markets The Group's business
could be affected if it does not

« continue to develop new designs for its customers
that provide technicat or cost advantages over s
competitors, and

+ develop new technologies and matenals that are
adopted by its customers to provide improved
periormance

The Group recognises that certan competitors are
larger and have greater financial resources This may
enable them to delwver products on more attractive
terms than the Group or to mvest more resources,
including research and development, than the Group

The Group carefully selects its development prospecis
and monmitors ther progress carefully to mamntan a
range of potential opportunities  The nature of the
Group's development projects means that ther

potential commercial or technical success cannot be
assessed with certanty throughout the development
process The ultimate commercial success of a project
can often only be judged when the development cycle
1s close to completon

Raw matenals, resources and {acilities risk

The Group uses raw matenals n its produchion
processes Pnces for these raw matenals can be
volatile and are affected by the cyclical moverment in
commodity prices such as oll, alumina, siicon carbide
and steel The Group's ability 1o pass on these price
fluctuations 10 11s customers I1s 10 some extent
dependent on the contracts it has entered into and
the prevailing market conditions There may be times
when the Group's rasulls are adversely affected by an
nability 1o recover mcreases in raw material prices

The Group cperates from a number of production
iaciites the largest faciity generating approximately
ona third of the Group's revenue A disaster, such as
a fire or flood, at any of the Group's faciities could
have a maienal impact on the Group s performance
The Group maintains insurance of its equipment and
faciities and carnes business interruption INsurance
t0 cover loss of profits in addition, the Group has
1SO 9001 and other industry specific qualty control
systems which reduce the nsk that a disaster

will occur

Liability nsk

The Group manuiaciures producis that are potentially
vital to the safe operation of its customers’ products
or processes A falure of the Group's products could
expose the Group to 0ss as a result of clams made
by the Group s customers or users of ther products
The Group seeks to minimise this nsk through
Imitations of labiity 1n 1is contracts and carres
INsurance cover N the event that clams are made

Global and regional economic, political rnsk

and environmental nisk

The Group sells 1its products throughout the world
and derves a substantial portion of its revenue and
earnings from outside the UK The Group's ability to
achieve tts financial objectives could be impacted by
nsks and uncertainties associated with loca! legal
requirements, the enforceability of laws and contracis,
changes in the tax laws and economic conditions,
poltical instability, war, terronst actwity, natural
disasters or health epidemics

Christopher Tyler
Group Finance Director

28 January 2008
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Executive Directors

1 Ben Stocks (45) Group Chief Executive

Joined the Group as Chief Executive in February 1998
He was previcusly UK Managing Director of the Specialty
Packaging Division of Carnauld Metal Box He holds an
MBA from INSEAD

2 Chnistopher Tyler {45), Group Finance Director

Appointed 1o the Board in September 2004 He had praviously
held a number of senior financial positions at Cable & Wireless
latterly as Chief Financial Officer of Cable & Wireless in the
Carbbean He s a chartered accountant

Non-Executive Directors

3 Michael Gatenby* {83) Senor Non-Executive Director
Appointed to the Board in June 2002 He 1s Charrman
of Aftance Pharma PLC and 1s a Non-Executive Director
of Johnson Service Group PLC and Cebra
Biomanufaciunng plc He 15 a chartered accountant

4 Charles Matthews* (54}, Charman

Appointed io the Board i January 2005 and became
Chairman on 12 Apnl 2006 He s the Founder and Charman
of Sigma QC Limited a Non-Executive Director of FKI plc
Charman of Axeon pic and Chairran of PBLsat Ltd

He was previously Chief Executive of Cosworth Managing
Director of Rolls Royce Motor Cars and a member of the
Vickers Group plc Executive Board

5 Andrew Walker* (56)

Appointed {o the Board in January 2005 He 1$ a Non-Executive
Director of API Group ple, Manganese Bronze Holdings pic,
Ultra Blectrork Holdings plc Delta ple Fountans Ple, Plastics
Capital ple and Brintons Limited He 1s Chawrman i Bioganix
Lmited He was previously Chief Executive of McKechnie plc
and South Wales Blectncity pic

* denotes ndependent Non Executrve Dwector

Board committees, Secretary and advisers

Members of the

Audit Committee

Michael Gatenby (Charman)
Charles Matthews

Andrew Walker

Members of the
Remuneration Committee
Andrew Walker {Charman}
Charles Matthews

Michael Gatenby

Members of the

Nomination Comriitee
Charles Matthews {Charrman)
whichael Gatenby

Andrew Walker

Secretary and
regstered office
Chnstopher Tyler
Brampton House

50 Bergen Way

King's Lynn PE30 2JG

Cempany registraton
number
1661935

Auditors
PrcewaterhouseCoopers LLP
Abacus House

Castle Park

Cambrdge CB3 0AN

Principal bankers

Barclays Bank plc
Corporate Banking Centre
PQ Box 729

1 Capabiity Green

Luton

Bediordsture LU1 3US

Investment bankers
Close Brothers

10 Crown Place
London EC2A 4FT

Registrars and

transfer office

Capita Registrars
Northern House
Woadsome Park
Fenay Bndge
Huddersfield HD8 QLA

Solicitors

Travers Smith

10 Snow Hill
London EC1A 2AL

Stockbrokers

Adtum Securiiies

30 St James s Square
London SW1 4AL
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The Directors are pleased to present ther Annual
Report and the audited accounts of the Group for the
year ended 30 November 2007

Principal activities and results

The Group's principal actvities are speciabst filiration
and enwronmental technologies in the UK and US The
profit for the financtal year was £2 4 milion (2006 profit
of £2 1 milion)

Business review

The business 1s reviewed in the Chairman and Chief
Executive's statement on pages 4 to 8 and the Finance
Director's review on pages 10 to 12 The Group’s
strategy and objectives are discussed in detail In the
Charman and Chief Executive’s statement The key
performance ndicators are defined in the Finance
Director's review and discussed throughout the
Charrman and Chief Executive’s statement and
Finance Director's review Likely future developments
In the business are also o be found N those sections
The nisks and uncertainties facing the business are
descrnbed n the Finance Direclor's review on pages
11 and 12 and in the financial nsk management
section below

Acquisitions

Cn 18 January 2007, the Group acquired the
business and assets of Omnifilter and Manufacturnng
Inc ('Omnifitter’) for a cash consideration of US$2 06
millon 115 a profitable business and was immediately
earnings enhancing The acquisition has been made
lor cash The gross assets acquired, excluding
goodwill, are approximately USS0 6 million (see note 24)

Dwidends

An intenm divtdend of 1 0 pence per share was pad
on 14 September 2007 The Directors recommend
the payment o a final dvidend of 1 2 pence per share
{2006 1 1 pence per share) on 8 May 2008 to
shareholders on the register on 4 April 2008, the
ex-diwidend date 1s 2 Aprl 2008 This makes a totat
dwidend for the year of 2 2 pence per share (2006

2 1 pence per share)

Directors and their interests

The names and brographical detalls of the Directors are
set out on page 13 Dr John Sexton joined the Board
on 29 January 2007 and resigned from the Board on

2 Qctober 2007

In accordance with the Articles of Association, Michael
Gatenby and Ben Stocks retire by rotation and offer
themselves for re-election

During the year, the Group maintained insurance
providing habiity cover for iis Directors

Detaills of all the benelicial and non-beneficial interests
of the Direclors in the shares of the Company, share
oplions and service contracts are set out in the Report
of the Remuneration Committee on pages 18 to 20
Nane of the Directors had a matenal imerest n any
contract of significance in refation 1o the Company

or its subsidianes during the year

Research and development
The CGroup continues to undertake a research and
development programme with the objective of

identifying and developing new matenats and products

which have the potential to transform the growth ¢

f the

Group The cost to the Group In the year under review

was £2 5 milkon (2006 £2 9 milion), £2 2 milion
{2006 L2 7 mition} was written off 1o the income

statement and £0 3 milion (2006 £0 2 milion} was
capitalised as an intangble fixed asset The expenditure
15 of a development nature and 1s largely undertaken
in-house rather than by thrd parties In accordance

with International Accounting Standard (IAS) 38,

Intangible Assets', develepment expendiure 1s largely
wntten off as incurred but where a product has been
shown to be technically feasble and the Group can

demonstrate, through customer acceptance or

otherwise, that there 1s a market for the product, then

further development expenditure 1s capitalised and
wriiten off over the expected life of the product

Substantial shareholders

As at 28 January 2008 the Company has been
notified of the following substantial shareholdings
comprnsing 3% or more of the 1ssued share capital
of the Company

Ordinary
shares

nhumber Percentage

Schroder Investment

Managernent Ltd 8938 295 2
&G Group Limited 5320632 1
F & C Asset Management plc 4 458,142 1
Impax Envronmental plc 3 256,750
Morley Investment Management 2,717,040
Insight Investment 1,877,679
Cavendish Asset Management 1,641,888
Gartmore Fund Managers Limited 1,300,000

2 0%
31%
09%
8 0%
6 7%
4 9%
4 0%
32%

Employment policies
The Group involves employees through both

formal and mformal systems of communication and

consulitation Managers have a responsibility to
communicate effectively and to promote a better
understanding by employees of the actimities and
performance of the Group Employee consultative

commitiees reguiarly meet {0 ensure that management
obtain representative views of employees concerning

any decsions that affect them Information relating

to

trading, company strategy and any other matters of

significance are communicated to all employees
through local bnefings

It 1s the Group's policy to recrun, tran, promote
and treat all personnel on grounds solely based on

individual abity and performance These principles are
applied regardless of sex, religion, age, nationalily or

ethnmc ongin

Apphcations for employment by disabled persons are
always considered in full bearing n mind the respective

aptitudes and abilities of the applicant concerned

In the event of members of staff becoming disabled,
every effort 1s made to ensure that therr employment
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with the Group continugs and the appropriate traiming
Is arranged I s the policy of the Group that the
trarming, career development and promotion of a
disabled person should, so far as possible, be identical
to that of all other employees

Health, safety and the environment

The Group recegnises its clear responsibiliies for

the health and safety of its employees and to the
communities in which the Group cperates A health
and safety commitiee, comprnising representatives from
management and employees, regularly reviews and
inspects the conditions in which our employees work
The Group consistently considers methods of
improving safety and 1ts environmental responsibilities
The Group Environmental, Health & Safety Policy s
published at www porvair com We are proud that
many of the products sold and under development by
Porvarr are used to the benefit of the environment

Donations

The Group made a number of chariable donations
totailing £13,000 (2006 £15,000) dunng the year
Substantially all charitable donations were made to
local chanties operating in Hendersonville, North
Carolina There were no pohtical donations

(2006 £nif)

Annual General Meeting

The Annual General Meeting of the Company 1s to be
held on Wednesday 9 Aprl 2008 The notice for this
meeting 15 set out at the end of this document

Resolution 4 and 5 — Re-election of Michael Gatenby
and Ben Stocks as Directors

The Articles of Association of the Company require
certain of the Directors to retire by rotation at each
Annual General Meeting At the Meeting, Michael
Gatenby and Ben Stocks will retire and offer themselves
for re-election Resclutions 4 and 5 propcse therr re-
election Brief biographies of ihe Directors are set out
on page 13 of the Annual Report

Resolution 7 and 8 — Directors’ authonty to allot
shares (ordinary resolution) and disapply pre-emption
rghts {specwai resalubion)

Resolution 7 gives the Directors authority to allot
ordinary shares up to an aggregate nomnal amount
of £307,823, being approximately 38% of the nominal
value of the 1ssued ordinary share capital of the
Company as at 28 January 2008 The authonty will
expire at the end of five years from the date of the
passing of the resolution

li the Directors wish to allot uruissued shares or other
equity securities for cash or sell any shares which the
Company holds n treasury following a purchase of its
own shares pursuant to the authonty in Resolution 9,
the Companigs Act 1985 requires that such shares
or other equity secunties are offered first to existing
sharehoiders in proportion to therr existing holding
Resolution 8 asks shareholders 1o grant the Directors
authonty to allot equity secunties or sell reasury
shares for cash up o an aggregate nominal value of
£40,699 (being 5% of the Company's 1ssuad ordinary
share capital as at 28 January 2008) without first
offering the securities to existing shareholders

The resolution also disapplies the statutory pre-empiion
provisions in connectron with a nghts issue and allows
the Directors, in the case of a nghts issue, t0 make
approprate arrangementis i selation to fracticnal
entitternents or other legal or practcal problems which
mght anse The authorly will expire at ihe end of five
years from the dale of the passing of the resolution

In addition, there are three items of special business

Resolution 9 — Purchases of own shares by the
Company (special resolution}

Resclution € to be proposed at the Annual Ganeral
Meeting seeks authonty irom shareholders for the
Company to make market purchases of ts own
crdinary shares, such authority being imited to the
purchase of up to 10% of the ordinary shares in 1ssue
as at 28 January 2008 The maximum price payable
for the purchase by the Company of its own ordinary
shares will be rmited to the higher of 5% above the
average of the meddle market guctations of the
Company's ordinary shares, as denved from the Dally
Cfficial List of the London Slock Exchange, for the five
hustness days prior to the purchase and the price of
the last independent trade of an ordinary share as
denved from The London Stock Exchange Trading
System {'SETS') The mimmum price payable by the
Company for the purchase of its own ordinary shares !
will be 2 pence per share {being the nominal value of i
an ordinary share} The authonty 1o purchase the [
Company's own ordinary shares will only be exercised
If the Directors consider that there is likely to be a
beneficial impact on earnings per ordinary share and
that it 15 1n the best interests of the Company at the
time The resolution renews a similar resolution passed
at the Annual General Meeting of the Company held
on 17 April 2007 Any ordinary shares s0 purchased
by the Company will be held in treasury by the
Comgany and will remain in 1ssue and be capable of
being re-sold by the Company or used in connection
with certan of its share schemes

Options to subscribe for up to 1,824,975 ordinary
shares have been granted and are outstanding as at
28 January 2008 {peing the latest practicable date
prior to publication of this document) representing

4 5% of the issued ordinary share capital at that date
(excluding shares held In treasury) If the Directors
were to exercise n full the power for which they are
seeking authonty under Resolution 9 the options
outstanding as at 28 January 2008 would represent
4 9% of the ordinary share capital (excluding shares
held In treasury) in 1ssue following such exercise

Resolution 10 - Adophon of new Articles of
Association (special resolution)

Resolution 10 {o be proposed at the Annual General
Meeting seeks to adopt new Arlicles of Association

of the Company in substitution for the existing Articles
of Association A summary of the principal difierences
between the new Ariicles and the existing Articles
(which principally compnse changes required to reflect
amendments 1o legislation applicable to the Company)
15 set out n the Appendix on pages 62 and 83
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Resolution 11 - To establish The Porvar Long Term
Share Plan 2008

Resolution 11 to be proposed at the Annual General
Meeting seeks shareholder approval to esiablish

The Porvarr Long Term Share Flan 2008 (the "Plan®},
a summary of the proposed rules of which 15 set out
in the Appendix on pages 64 to 66 of this docurnent
The Plan will enable selected employees to be granted
awards in respect of crdinary shares of the Company
The Remuneration Committee intend to make inial
awards 1o Executive Directors eqguivalent to 200% of
base salary In making these awards the Company will
have more than 5% but less than 10% of its 1ssued
share capiial under option at the daie of grant
However these awards will be made in conjunction
with demanding performance conditions

Full details of all the Resolutions ta be proposed are
sel out on pages 59 to 66 of this document

Creditor payment pohcy

The individual operating ¢companies are responsible for
agreeing the terms and conditions under which they
conduct transactions with their supplers It 1s Group
polcy that payments to suppliers should be made in
accordance with these terms provided that the supplier
15 also complying with all relevant terms and conditions
The trade creditor days of the Company at 30
Novermber 2007 were 44 days (2006 44 days)

Statement of Directors’ responsibilibes in
respect of the Annual Report, the Report of
the Remuneration Commuttee and the
financial statements

The Directors are responsible for preparing the
Annual Report, the Report of the Remuneration
Committee and the Group and the parent company
financial statements in accordance with applcable
law and regulations

Company law requires the Directors to prepare
financial statements for each financial year Under that
law the Directors have prepared {he Group financial
staterments in accordance with International Financial
Reporting Standards (IFRSs) as adopied by the
European Union, and the parent company financial
statements and the Report of the Remuneration
Committeg in accordance with applicable law and
United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)
The Group and parent company financial statements
are required by law to give a true and far view of the
state of affarrs of the Company and the Group and
of the profit or loss of the Group for that period

In preparing those financial statements, the Directors
are required to

+ select suitable accounting policies and then apply
them consistently,

* make jJudgements and estmates that are reasonable
and prudent,

* state thal ihe Group financal statements comply with
IFRSs as adopted by the European Union, and with
regard to the parent company financial statements
that applicable UK Accounting Standards have been
followed, subject to any matenal departures
disclosed and explained In the financial statements,

+ prepare the Group and parent company financial
staterments on the going concern basis unless i 15
inappropriate to prasume that the Group will continue
in business, N which case there should be supporting
assumptions or qualfications as necessary

The Directors confirm that they have comphed with
the above requiremenis N preparing the financial
statements

The Directors are responsible for keeping proper
accounting records that disclose with reasonable
accuracy at any time the financial position of the
Company and the Group and to enable them to
ensure that the Group financial statements comply
with the Companies Act 1985 and Article 4 of the
IAS Regulation and the parent company financial
staternents and the Report of the Remuneration
Committee comply with the Companies Act 1985
They are also responsible for safeguarding the assets
of the Company and the Group and hence for taking
reasonable steps for the prevention and detection of
fraud and other irregulanties

The Directors are responsible for the maintenance
and integnity of the Company’s website Legislation

in the United Kingdom governing the preparation and
dissemination of financial statements may differ frorn
legislation in other junsdictions

Directors’ responsibility for prowision of
information to the Auditors

So far as each Director 1s awarg, there 1S no relevant
audt information of which the Company's Auditors are
unaware, and each Director has taken all the steps that
he ought 1o have taken as a Dwector In order o make
himself aware of any relevant audt information and to
establish that the Company's Auditors are aware of
that information

Financial nsk management

The Group’s operations expose  to a vanety of
financial nsks that include the effects of changes n
debt market prices, credit nisk, iguidty nsk and interest
rate nsk The Group has in place a nsk management
programme that seeks to imit the adverse effects on
the financial performance of the Group by monitoring
levels of debt finance and the related finance costs

The Group mantains all of its borrowings at {floating
rates of interest and 1s therefore exposed to movements
In the interest rates of both the US dollar and stering
The Group seeks to minmise its exposure to the
impact of exchange rate movementis on 1is net
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investments and seeks to mantain borrowings in US
dollars equivalent to at least 70% of the carrying value
of ts US dollar net tangible assets in s US operations

The UK cperattons of the business generate significant
revenues In US dollars and the Group seeks to
minimuse the impact of rmovements n the US doliar
exchange rate on the value of these US dollar flows by
using financial instruments to fix the future value of the
US dollars The Group does not apply hedge
accounting to these fransactons

Given the size of the Group, the Directors have not
delegated the responsibility of monitoring financial
rnsk management to a sub-commuttee of the Board
The policies set by the Board of Direclors are
implemented by the Company s finance department
The department has a policy and procedures manual
that sets out spectiic guidelnes to manage interest
rate nsk, credit nsk and circumstances where 1t
would be appropriate to use financial instruments

to manage these

Price nsk

The Group 15 exposed to commodity price risk as a
result of its operations The Group buys certain raw
matenals and energy on long term contracts to
minimise 1ts exposure to fluctuation in commodity
prices In all cases these contracts result in the ultimate
delvery and use by the Group of the commodity The
Group has no exposure {o equity securities price nsk
as il holds ne histed or other equity mvestmenis

Credit nsk

The Group has mplemented policies that require
appropriate credit checks on potential cusiomers
before sales are made Debt finance 1s very rargly
used and I1s reviewed on a case by case basis by
the Board of Direclors

Liquidity nsk

The Group actively mantains a mixture of long-term
and short term debt finance thai 1s designed to ensure
ihe Group has sufficient avallable funds for operations
and plannad expansions

Interest rate cash flow nsk

The Group has both interest bearing assets and
interest beanng liabililies Interest beanng assets
include only a commercial loan, which earns interest
at fixed rate The Group has a policy of mantaining
its debt at a floating rate as it considers the cost of
switching into fixed rates to outweigh the advantages
The Directors will revisit the appropnateness of this
policy should the Group's operations ¢hange in size
or nature

Going concern

After having made appropnate enguiries, including

a review of the Group s budget for 2008 and its
medium term plans, the Directors of Porvarr plc have
a reasonable expectation that the Group and Company
has adequate resources to continue in operaticnal
existence for the foreseeable future Accordingly, they
continue 1o adopt the going concern basis In
prepanng thase accounts

Auchtors

PricewalerhouseCoopers LLP have indicaied ther
wilingness 1o continue in office and a resclution
concerning ther re-appointment will be put to the
Annual General Meeting

By order of the Board

Christopher Tyler
28 January 2008

C~P'(TL1L~U
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This part of the Report of the Remuneration
Committee 1s unaudited

The Commuttee has given full consideration, when
implementing remuneration policy, to the provisions in
section 1 B of the best practice provisions annexed to
the Listing Rules prepared by the Financial Services
Authonty as the competent authonty for histing in the
Uniled Kingdom

The Committee

During the year, the Committee compnsed Michael
Gatenby, Charles Matthews and Andrew Walker
{Charman) The Committes determines the pay
and beneiits of the Executive Directors, whilst the
remureration of the Non-Executive Directors 1s
determined by the Executive Directors The
Commitiee uses external published dala as part
of iis assessment of the pay and benefits awarded
o the Executive Diractors

Remuneration pohcy

The remit of the Committee 15 to ensure that the
remuneration packages of the Executive Drrectors are
competitive and designed to attract, retan and motvate
managers of high qualty These consist of a base salary,
a discretionary annual cash bonus, the grant of share
opttons and the provision of other beneiits Including
pension arrangements, hfe nsurance, health insurance
and company car

Service contracts

The Executive Directors have roling contracts with the
Company which can be terminated on giving twelve
menths' notice This i1s considered to be an appropriate
balance between flexibility and commuiment on both
parties The Non-Executive Directors receive letters

of appointment, and are subject to perodic re-election
in accordance with the Articles of Association at the
Annual General Meeting in common with the Executive
Directors They do not participate in any share option
scheme, bonus or pension arrangements

Annual bonus

Bonus payments to Executive Directors are made at
the discretion of the Committee wiih reference to
ndividual performance, the achievement of Group profit
targets and total shareholder returns When tnggered,

they are cash payments made annually in arrears and
are not pensionable Awards are capped at 50% of
base salary There will be bonuses paid in 2008
relating to the achievernents of the Group's profit
targets in 2007, which are disclosed in the table of
Directors' remuneration

This part of the Report of the Remuneration
Committee 1s audited

Pension entitlements

The Porvar plc Pension and Death Benefit Plan 1s a
contribbutory scheme, which 1s now closed 1o new
employees Pension benefits from the plan were
subyect 1o the HMRC earrings cap and the Group
has continued to maintan an earnings cap since the
HMRC Imiis were removed m Aprl 2006 Pension
benefits up to the capped imit were provided in the
period for Ben Stocks by the Plan Ben Stocks 1s
entitled 1o the same pension benefits from the Plan as
all other members Only basic salary 1$ pensionable

Ben Stocks also receives a 15% contribution to a
Self Invested Pension Plan (“SIPP") on the difference
between his full salary and the capped limit coverad
by The Porvar plc Pension and Death Benefit Plan
Pension benefits are provided for Chnstopher Tyler by
a contribution of 15% of full salary 1o a stakeholder
scheme funded by the Company

Liie assurance benefits coverng a lump sum of four
times salary on death in service and a 20% spouse’s
pensicn are provided for Ben Stocks and Chnstopher
Tyler by the Porvarr plc Pension and Death Benefit
Plan Ben Stocks and Chnstopher Tyler are covered
by the Group’s permanent health insurance scheme

The accumulated total accrued pension figures shown
In the 1able below represent the annual amount of
accrued pension payable from The Porvarr plc Pension
and Death Benefit Plan on retirement at normal
retirement age, based on Ben Stocks service to, and
pensionable earnings at, the relevant year end The
increase N transfer value of the pensions is calculated
on lhe basts of actuanal advice and 1s net of Directors’
contributions in the year

Increase n Transfer Transfer Increase

Increase accrued value of vae of n tansfer

Accrued n accrued peNsion accrued accrued  value over tha

pension at pension dunng the pension at pansion at year net of

30 Novermnber dunng year net of 30 November 30 November Drector s

2007 the year nilaton 2007 2006 contnbubons

£ perannum  €peranmum £ per annum £ o ¢

B8 D W Stocks 14,769 2034 i 676 79,904 83,356 1843

The Company paid £18 337 (2006 £16 936) 10 a SIPP for Ben Stocks and £24,450 (2006 £22,790) to a stakeholder pension

plan for Chnstopher Tyler in respect of the financial year 2007

Dunng the penod when he was an Executive Director, £10,573 was paid nto a Self Administered Pension Scheme for Or John
Sexton The Self Administered Pension Scheme leases certain faciities io the Group and receved £38,160 in rent from the
Group dunng the penod Dr John Sexton was an Executive Director
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Directors’ remuneration

The following table shows the iotal remuneration of the Directors for the year

salary Totat
and fees Borws Benelts Relecation 2007
2007 €000 £ 000 £ 000 £000 £'000
Executive Directors
Dr J Sexton {appointed 29 January 2007 resigned 2 Ociober 2007) 71 10 9 90
B D W Stocks 234 54 40 35 363
C P Tyler 163 as 19 220
Non-Executive Drectors
M R B Gatenby 25 25
C L Matthews 63 63
A J Walker 25 25
581 102 68 35 786

Or John Sexton was employed by the Group throughout the financial year ended 30 November 2007, the amounts shown in

the 1able above relate only to the penod he was an Executive Direcior

Basic

salary Total
and feas Bonus Baenefits 2006
2006 £ 00C £ £ 000 £ 000
Executve Drectors
B D W Stocks 225 50 53 328
C P Tyler 157 40 20 217
Non-Executive Directors
M R B Gatenby 24 24
C L Matthews {Charman from 12 Apnl 2006) 47 47
J M Morgan (Retred 12 Apnl 2006) 25 i2 37
A J Walker 24 24
502 90 85 677

Benefits include company cars medical insurance, life insurance permanent health insurance and N the case of Ben Stocks
a housing allowance and certan travel costs relatng to his secondment to the US The relocation cost for Ben Stocks relates
to the costs of refocating him to the UK following the completion of his secondment to the US

Share options

Share options are awarded to Executive Directors at the discretion of the Commuttee, usually immedhately after

the announcement of the Group's results

Detalls of the share options held by the Executive Directors at the end of the year, which have been granted

under Porvair Share Option Schemes, are as follows

At Granted/ At 30

30 Novermnber {Exerctsed}  November Grant/ Date

2006 in the year 2007 Exercise enercise from which
Nomber Number Number prce Scheme date axercisable Exprry date
B D W Stocks 85 000 85,000 258 00p 1997 12/07/2004  12/07/2008

B D W Stocks 7616 {7.616) - 12375p SAYE  20/07/2007

B O W Stocks 70,000 70,000 111 00p 1997 28/01/2006 28/01/2010
B D W Stocks 150,000 150,000 98 00p 1997 25/01/2008 25/01/2012
B D W Stocks 76 330 76,330 13100p 2005 EMI 27/01/2009 27/01/2016
B D W Stocks 123,670 123,670 131 00p 2005 27/01/2009 27/01/2016
B D W Stocks 100,000 100,000 138 C0p 2005  02/02/2007 02/02/2010  02/02/20i37
B D W Stocks 8,750 8,750 108 O0p SAYE  i7/08/2007 01/10/2010 01/04/2011
C P Tyler 50 000 60,000 103 50p 1997 16/09/2007  28/01/2011
C P Tyler 100 000 100,000 98 00p 1997 25/01/2008 25/01/2012
C P Tyler 76,330 76,330 131 00p 2005 EMI 27/01/2009  27/01/2016
C P Tyler 23,670 23670 131 00p 2006 27/01/2000  27/01/2016
C P Tyler 50,000 50,000 138 00p 2005  02/02/2007 02/02/2010  02/02/2017
CP Tyler 8,750 8,750 108 00p SAYE 17/08/2007  01/10/2010  01/04/2011
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Options granted under the 1997 scheme can only be exercised i the Commitiee 1s sabished thatl over a penod of
not less than three years, commencing on the date of grant, there has been an increase n the Group s earnings
per share of at least 2% per annum above the growih in the Retall Prices Index over the same penod Only HMRC
approved options can now be issued under this scheme Under the 1997 scheme no Director may accumulate
an 1ssued value of more than four years' salary In unexpired options

Options granted under the 2005 scheme can only be exercised in full if the Committee 1 sausfied that over a
penod of either three or four years from the date of grant there has been an increase in the Group's earmings per
share of at least 10% per annum above the growth n the Retail Prices Index over the same penod 25% ol the
oplions awarded can be exercised If the Committee 1s satisfied that over a penod of erher three or four years
from the date of grant there has been an increase in the Group's earnings per share of at least 5% per annum
above the growth in the Retall Prices Index over the same penod A shiding scale operates betwsen the two imits
If the vesting condilions are not met after four years then the options lapse Under the 2005 scheme, except
under exceptional circumstances, no Director may be granted options to the value of more than one year’s
salary per annum

Options were granted in the year under a new Save As You Earn (SAYE) scheme The options were 1ssued at
a 20% discount 1o the market pnce at the date of grant The options have ne performance conditions

Ben Stocks exercised 7,616 SAYE options in the year at an exercise price of 123 75 pence The gamn on
exercise was £819

The market price of the Company’s ordinary shares at 30 November 2007 was 114 pence (2006 122 pence)
The range of market prices dunng the year was 114 pence to 150 pence

Thus part of the Report of the Remuneration Committee 1s unaudited

Total shareholder return

The following graphs chart total shareholder return aganst the FTSE All share Index for the last three and

five years to 30 Novemnber 2007, with both rebased to 100 Gwen the changing nature of the Group, and
chifferent sectors it operates in, the FTSE All share Index 15 the logical comparator index

Directors’ interests
The beneficial interests at 30 November 2007 and 30 November 2008 of the Drrectors in the ordinary shares of
the Company are shown below There have been no changes n those interests up to ihe date of this report

2007 2006
Ordinary Share Ordwary Share
shares oplons shares opLons
Executive Directors

B D W Stocks 96,666 613,750 88,050 512816
C P Tyler 9,500 318,750 9 500 260 000

Non-Executive Directors
M R B Gatenby 14,000 - 14,000 -
C L Matthews 10,000 - 10,000 -
A J Walker 4,040 - 4011 -

Andrew Walker, Chairman Remuneration Commitiee
28 January 2008
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Comphance

The Directors are of the opinion that the Company has
complied with the prowisions of the 2006 Combined
Code on Corporate Governance throughout the year
except where explicitty set out below

Board of Directors

The Boeard consists of five Direclors two Executive
Drrectors and three Non-Executive Directors The
Board 1s chared by Charles Matthews Ben Stocks 1s
the Group Chief Executive and Chnstopher Tyler 15 the
Group Finance Director Michael Gatenby, Charles
Matthews and Andrew Walker are independent
Non-Executwve Directors Michaet Gatenby 1s the
Senior Non-Executive Director The Board considers
that Charles Matthews continues to be an independent
Non-Executive Director atter his appointment

as Chairman

The Board has a fixed schedule for reviewing the
Group s operating performance and has other specific
responshilities reserved 1o 1t, which include

* Approval of the published bnancial results and
dividends,

* Appointments to the Board and other Board
commitiees,

* Approval of the strategic direction of the business,
* Approval of expenditure over ceriain imits,
* Approval for acquisitions and disposals,

» Approval of treasury policy and significant new
financing,

» Approval of the funding pohicies of the defined benefit
pension scheme

The Executve Directors manage the day 1o day
operations of the business within the framework set
out by the Board Outside the formal schedule of
Board meetings the Chairman and Non-Executive
Directors make themselves avalable for consultation
with the Executive team as necessary

Procedural compliance 1s monitored by the Company
Secretary and the Directors’ appointment and removal
15 a matter for the Board as a whole Independent
professional advice and training are availlable to all the
Directors The Senior Non-Executive Director, Michael
Gatenby, 1s availlable for consultation with shareholders
through ithe Company Secretary, by wniten submission
None of the Company's major shareholders has asked
for a meeting with the Non-Executive Directors in the
penad under review, however the Executive Directors
have met with the Company’s major shareholders and
other potential investors on a regular basis and have
reporied 1o the Board on those mestings

The Non-Executive Directors’ terms of appointment do
not specify a specific penod ior ther appointment and
therefore the terms are not in complhance with provision
B 1 6 of the Code, however n accordance with the
Articles of Associaton, one third of the Directors who
have served throughout the year retire by rotation each
year and, i ehgible, may offer themselves for re-election
at the Annual General Meeting All newly appomted
Directors offer themselves for election at the first
Annual General Meeting following therr appointment

On joining the Board a new Director receives
appropriate Induction including meeting with other
Directors, wisiing the Group's principal operations and
meeting with senior rmanagament and the Group’s
principal advisers

The Board has put In place a procedure by which any
Director may take ndependent professionat adwice at
the expense of the Cornpany, in furtherance of his
duties as a Director of the Company

The Company maintains Directors'” and Officers’
hatity insurance

The Board has a schedule of seven pre-arranged
rmeetings during the year In addition such other
rmeetings as are required are arranged to deal with
specific 1ssues or transactions Dunng the year there
was full attendance at all pre-arranged Board meetings,
with the exception of Dr John Sexton, who missed one
of the five Board meetings that ook ptace dunng his
period as a Director of the Company

The Board undertook a ngorous self assessmeni
review dunng the year to consider Its own performance
The Senior Non-Executive Direclor maintains regular
contact with the other Independent Non-Executive
Directors and the Executive Directors, sufficient 1o
monitor the periormance of the Charrman

Audit Committee

The Audit Commitiee currently comprises all of the
Independent Non-Exacutive Directors of the Company
The Charman of the Audit Commuitee 1s Michael
Gatenby The Commutiee includes Charles Malihews,
the Chairman of the Company The Board takes the
view that Charles Maithews 1s an Independent
Non-Executive Director and considers that it is
appropriate for the Audit Commitiee to comprnse all
three Independent Non-Executive Directors rather than
reduce the Committee to only two members

The Audit Committee has a iormal tmetable of
meetings Representatives of the Company’s auditors,
PricewaterhouseCoopers LLP, attend meetings by
nvitation Other employees of the Company may be
nvited to attend meetings as and when reguired
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The Board considers that all members of the
Commitiee have recent and relevant financial
expenence 1o enable it to discharge s functicn The
Commitiee has a formal agenda, timetable and terms
of reference During the course of the penod under
review it has

+ reviewed the financial statements of the Company
and any formal announcements relating to the
Company’s financial performance prior 1o
announcement

» monitored the Company's ntemnal financtal controls
and the Company's internal control and nsk
management systems and ensured that these are
properly reviewed by the Group's management

+ set up an Internal audit function and reviewed the
scope of the work done by the Group Internal auditor
N reviewing the operating companies’ internal
controls and procedures

+ made recommendations to the Board in retation to
the appointment of the external auditor and approved
the remuneraticn and terms of engagement of the
external auditor

+« monitored the external auditor’s independence and
objectivty

* reviewed arrangements by which staft of the Company
may raise concerns about pessible improprieties in
matters of financial reporting or other matters

The Commuttee’s full terms of reference are available
from the Company Secretary on request

The Audit Committee has set a policy which 1s
ntended to maintan the independence of the
Company’'s auditors when acting as auditor of the
Group accounts The policy governs the prowvision of
audit and non-audit serwices provided by the auditor
and, In summary, requires significant non-audit services
other than routine tax comphance services to be
subjecied 1o a competitive tendenng process

The Commitiee 1s authonsed 10 engage the services
of external advisers, as it deems necessary, at the
Company’s expense In order to carry out its function

The Audit Committee met three times during the year
There was full attendance by its members

Remuneration Committee

The Remuneration Committee determines and
recommends to the Board the framework or broad
policy for the remuneration and long term incentive
arrangements of the Company’s Executve Directors
The Committee’s full terms of reference are availlable
from the Company Secretary on request

The Committee comprnses all of the ndependent
Non-Executive Directors of the Company Andrew
Walker 15 the Chairman of the Committee The Group
Chief Executive may be invited 10 altend and speak at
meetings of the Commitiee but does not participate in
any maiter which impacts upon his own remuneration
arrangements The remuneration of the Non-Execuive
Directors, including the Chairman, 1s set by the
Executwe Directors

The Report of the Remuneration Committee on pages
18 10 20 includes detalls on remuneration policy,
practices and the remuneration of the Direclors

The Remuneration Committee met twice during the
year and was fully attended by all of its members

Nomination Committee

The Company has establshed a Norminations
Committee, which prowdes a transparent process

and procedure for ihe appointment of new Direclors
to the board The Committee comprises all of the
Non-Executive Directors The Cornmittee i1s chared by
the Charman of the Company The Committee’s ierms
of reference, which are available from the Company
Secretary on request, include

* being responsible for idenifying and nominatng
candidates to fill Board vacancies,

= evaluating the balance of skilis, knowledge and
experience on the Board and the leadership needs
of the organisation,

* succession planning

Any Director appointed since the last AGM 1s required,
under the Company’s Articles of Association, to retwe
and seek election by the shareholders at the next AGM

Dunng the penod, the Committee recommended to the
Board the appomntment of Dr John Sexton Dr Sexton
had, since 2001, been the Managing Direcior of the
Porvarr Filtration Group He was appointed 10 the
Board to provide the Board with direct access to

his experience of ihe Porvar Fillration Group and

its operations .

The terms of reference for the appointment of the
Nen-Executive Directors are avallable for inspection
from the Company Secrelary

The Nominations Committee met once dunng the year
it was fully attended
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Internal control

The Turnbull Report 1ssued in 2005 gives guidance for
directors on reviewing mternal controls and reporting
The Company has complied in full throughout the
year, and up to the date the financial statements

were approved, with the recommendations of the
Turnbull Report

The Board has overall responsibility for ensunng that
the Group maintains a system cf internal control The
systern 1s not designed to eliminata the nsk that the
Group's objectives will not be achieved but to ensure
that there 1s an ongoing process for wdentifying,
evaluating and managing the key nsks As with any
such system, it can anly provide reasonable, but not
absolute, assurance agans! matenal misstaterment or
loss The Board has reviewed the effectiveness of the
process regularly throughout the year The Group's key
procedures are as follows

Control environment — each operating business has
its own management group which meets reqularly to
monitor operabional matters The Managing Director
of each operating business reports to the Group Chief
Executive, and clearty defined lines of responsibility
have been established within this organisational
structure The Executive Directors vistt all operations
regularly to perform detaled reviews

Risk managerment — operating business management
have a clear responsibility for the identification of nsks
facing each operation, and for establishing procedures
to investigate and monitor such nsks The Board also
commissions ndependent reviews of the key risks
facing the Group as appropriate

Information and control systemns — each operating
business maintains its own internal systems and
controls designed to provide management with regular
and rehable management infermation The Group has
a comprehensive process of annual budgets and
detaled monthly reporting The annual budget of each
operaling business and the consolidated Group budget
are approved by the Board as part of its normal
responsibilities

Morvtoning system — the Board has established a
framework of controls encompassing procedures
applicable to all businesses that are subject to executive
review The Group operates a self-assessment process
50 that the operating businesses can quaniify the
exient of ther comphance with control objeclives
This process 1s monitored by the Group Finance
Director and central finance depariment The Group
has a formal whistle blowing procedure which gives
employees the opporturity to escalate therr concerns,
ultimatety to the Senror Non-Executive Director

The Audit Committee and the Board have reviewed the
eifectiveness of the Group’s internal controls for the
year 1 December 2006 to 30 November 2007

Chnistopher Tyler, Company Secretary
28 January 2008
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Independent auditors’ report to the members of Porvar plc

dnoug

We have audited the Group iinancial statements of
Porvarr plc for the year ended 30 November 2007 which
compnse the Gonsalidated Income Statement, the
Consolidated Statement of Recogrised Income and
Expense, the Consolidated Balance Sheet, the
Consoldated Cash Flow Statement and the related notes
These Group financial statements have been prepared
under the accounting pelicies set out therain

We have reported separately on the parent company
financial statements of Porvar plc for the year ended

30 Novemnber 2007 and on the information in the Report
of the Remuneration Commitiee that 1s described as
having been audited

Respective responsibilities of Directors

and Auditors

The Directors’ respensibiliies for prepanng the Annual
Report and the Group financial staternents in accordance
with applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union are
set out In the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the Group financial statements
In accordance with relevant tegal and regu'atory
reguirements and international Standards on Auditing

(UK and Ireland) This report, including the opinion, has
been prepared for and only for the Company s members
as a body n accordance with Section 235 of the
Companigs Act 1985 and for no other purpose We do
not, 1t gving this opinion, accept or assume responsibiity
for any other purpose or to any other person to whom this
repert IS shown or Nto whose hands it may come save
where expressly agreed by our prior consent in wnting

We report to you our gpinion as to whether the Group
financial statements give a true and farr view and whether
the Group financial statements have been properly
prepared in accordance with the Companies Act 1985
and Article 4 of the IAS Regutation We also report to you
whether in our opimion the nformation given in the
Drrectors’ Report 1s consistent with the Group financial
staterments The information given in the Directors’ repor
includes that specific information presented n the
Chairman and the Chief Executive’s statement and the
Finance Director’s review that 1s cross referred from the
Business review section of the Directors’ report

In addition we repert to you If, 1n our opinion, we have
noi received all the information and explanations we
require for our audit, or if informaticn specified by law
regarding Directors' remuneration and other transactions
15 not disclosed

We review whether the Corporate Governance Siatement
reflects the Company’s compliance with the nine
provisions of the Combined Code {2006) spectied for our
review by the Listing Rules of the Financial Services
Authorty, and we report if i does not We are not required
to consider whether the boards statements on internal
controt cover all nsks and conirols, or form an cpinion on
the effectiveness of the Group's corporaie governance
procedures or its nsk and control procedures

We read the other information contained in the Annual
Repont and consider whether it 1s consistent with the
audited Group financral statements The other nformation
compnises About Porvarr Key highhights in 2007, Porvar s
strategy, the Charrman and the Chief Executive s
statement, the Finance Director s review the Board of
Directors, the Board committees Secretary and advisers,
the Directors’ report, the unaudied part of the Report

of the Remuneration Committee and the Corporate
governance statement We consider the imglications

for our repont f we become aware of any apparent
musstatements or materal nconsistencies with the Group
financial statements Qur responsibilities do not extend to
any other information

Basis of audit opinion

We conducted our audit In accordance with International
Standards on Auditing (UK and Ireland} issued by the
Auditing Practices Board An audit includes examination,
on a test basis, of ewidence relevant to the amounts and
disclosures n the Group financial statements It alse includes
an assessment of the significant estimates and jJudgements
rade by the Direciors in the preparation of the Group
financial statements, and of whether the accounting
policies are appropnate to the Group's circumstances,
consistently appled and adequately disclosed

We planned and performed our audit 5o as to obtain all

the information and explanations which we considered

necassary in order to provide us with suficient evidence

te give reasonable assurance that the Group financial

statements are free from matenal misstaterment, whether

caused by fraud or other irregularty or error In forming

our opnion we also evaluated the overall adequacy of the —
presentation of Information in the Group financial statements

Opinion
In our opinion

 the Group financial statements give a true and fair view,
in accordance with IFRSs as adepted by the European
Union, of the siate of the Group s affars as at
30 November 2007 and of ts profit and cash flows
for the year then ended,

= the Group financial statements have been properly
prepared i accordance with the Companies Act 1985
and Article 4 of the {AS Regulation, and

+ the information given 11 the Direclors' report 1$
pcon5|siem with the Group financial statements

& Ui hidans 4 Copis
PRICEMATERHOUSE(COPERS

PacewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
Cambridge

28 January 2008
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2007 2006 a

For the year ended 30 November Note £'000 £000 S
O

Continuing operations (O]
Revenue 2 45,517 46 204
Cost of sales {31,320) (31 436)
Gross prohit 14,197 14,768
Distrbution costs (679) (619)
Administrative expenses {9,683} {10,476)
Operating profit 2 3,835 3,673
Interest payable and similar charges 5 (722) (716)
Interest recervable 5 258 119
Profit before iIncome tax 3 3,371 3078
Income tax expense 6 {930) ©70)
Overseas tax 6 {65) (15)
Proftt for the year attributable to shareholders 22 2,376 2091
Earnings per share (basic} 7 58p 52p
Earnings per share {cluted} 7 58p 51p
Consolidated statement of recognised iIncome and expense

2007 2006
For the year ended 30 November Nota £ 000 £ 000
Exchange differences on translation of foraign subsidianes 22 {528) {1 598)
Actuanal gains on defined benefit pension scheme 19 2,400 2300
Taxation charge on items {aken directly to equity 18 (756} (729)
Net income/(expense) recognised directly in equity 1,116 (27)
Profit for the year 2,376 2,091
Total recognised income for the year 3,492 2,084
Attnbutable to sharehalders of Porvair plc 3,492 2064
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2007 2006

As al 30 Novernber tNote £ 000 £ 000
Non-current assets
Property, plant and equipment 9 6,722 6596
Goodwill and other ntangible assets 10 27,138 26,718
Deferred tax asset 18 753 1976
QOther recavable 1 1,056 068

35,669 36,258
Current assets
Inventones 13 6,888 6,499
Trade and other recevables 14 7,888 8,195
Dervative financial instruments 12 44 a7
Cash and cash equivalents 15 2,893 1756

17,713 16547
Current habiities
rade and other payables i6 {6,937) (5 939)
Current tax habilities {224} (355}
Bank overdrafts and loans i? (500} (500}
Prowvisions for other habiliies and charges 20 (78) {150}

{7,739) (6 944)

Net current assets 9,974 9,603
Non-current habihties
Bank loans 17 {9,364) (9 695}
Retrement benefit cbligations 9 {1,804) (4,275}
Prowvisions for other habilities and charges 20 {55) (367}

(11,223) (14 337)
Net assets 34,420 31,524
Capital and reserves
Share capital 21 814 811
Share premium account 21 32,765 32615
Cumulative translation reserve 2 {3,824) (3,296)
Retaned earnings 2 4,665 1,394
Total shareholders' equity 34,420 31,524

The financial statements on pages 25 to 50 were approved by the Board of Directors on 28 January 2008 and were signed

on its behalf by

B D W Stocks
C P Tyler

C 'P-/‘—"‘LQJ

A A~
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2007 2006
For the year ended 30 November Nota £ 000 £ 000
Cash flows from operating activities
Cash generated frcm operations 23 5,711 2,303
Interest receved 130 60
Interest paid {780) (744)
Tax pad (608) {1 266}
Net cash generated from operating activities 4,453 353
Cash flows from investing activities
Acquistion of subsidianies (net of cash acquered) 24 {1,046) -
Purchase of property plant and eguipment 9 {1,688) {573)
Purchase of intangble assets 0 (284) {380)
Proceeds from sale of property, plant and equipment 295 -
Availlable for sale investments 14 200 506
Net cash used in investing activities {2,523) {463)
Cash flows from financing activities
Net proceeds from 1ssue of ordinary share caputal 21 153 103
{Repayment)/increase of borrowings (68) 1,669
Divicdends paid to shareholders ) (853) {832)
Net cash {used in)/generated from financing activities (768) 940
Net increase in cash and cash equivalents 1,162 830
Effects of exchange rate changes {(25) (75)
1,137 705
Cash and cash equivalents at 1 December 1,756 1001
Cash and cash equivalents at 30 November i5 2,893 1756
Reconcihation of net cash flow to movernent in net debt
2007 2006
£ 000 £ 000
Net increase n cash and cash equivalents 1,162 830
Effects of exchange rate changes 238 911
Repayment/{increase) of borrowings 68 (1,669)
Net debt at 1 December (8,439) (8.511)
Net debt at 30 November (6,971) (8,439)
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1 Summary of significant accounting policies
Porvarr 1s a public imited company registered in the UK and Iisted on the London Stock Exchange

Basis of preparation

The consclidated financial statements of the Group have been prepared in accordance with International Financial Reporting
Standards (IFRS) as endorsed by the Eurcpean Union internat:onal Financial Reporting Interpretations Cornmittee (IFRIC}
iNterpretations and those parts of the Companies Act 1985 applicable to companies reporting under IFRS  The Company
has elected to prepare 1ts entity accounts In accordance with United Kingdom Generally Accepted Accounung Principles
("UK GAAP’) and these are presented on pages 52 to 58

The financial staternents have been prepared under the historical cost conveniion except for certain items that have been
measured at far value as detailed n the indrdual accounting policies

The preparation of financial statements N conformity with generally accepted accounting principles requires the use of
estmates and assumptions that affect the reported amounts of assets and labilities at the date of the financial statements
and ihe reported amounts of revenues and expenses durng the reporting penad  Although these estimates are based on
management's best knowledge of the amount, event or actions, actual results ultimately differ from those estmates

Basis of consolidation

The consclidated financial statements incorporate the financial statemants of the Company and entities controlled by the
Company {its subsidianes) made up to 30 November each year Control 1s achieved where the Company has the power to
govern ihe financial and operaling policies of an investee entity so as to obtan benehts from s actvties

Or acquisiion the assets and lakilities and contingent liabilities of a subsidiary are measured at therr far values at the date of
acguisition Any excess of the cost of acquisiion over the far values of the identifiable net assets acquired 15 recognised as
goodwill Any deficiency of the cost of acquisition below the fair values of the identifizble net assets acquired (1 e discount on
acquisition) is credited to the income statement in the pencd of acquisiton

The results of subsidianes acquired or disposed of duning the year are included in the consolidated income statement from the
effective date of acquisiion or up to the effective date of disposal as appropnate Where necessary, adjustments are made 10
the financial statements of subsidianes to bnng the accourting policies used Nto Ine with those used by the Group

All imtra-group transactions, palances, income and expenditures are ehminated on consohdation

Use of assumptions and estimates

The preparation of the censolidated financial statements requires management to make judgemenis, esumates and
assumptions that affect the application of policies and reported amounts of assets and labilbes, ncome and expenses The
estimates and associated assumptions are based on histonical expenence and vanous other factors that are beleved to be
reasonable under the circumstances the results of which form the basis of making judgements about carrying values of assets
and liabilities that are not readily apparent from other sources Actual resulis may differ from these estmates

The estmates and underlying assumpticns are reviewed on an ongoing basis Rewvisions 10 accounting estimates are
recognised in the period in which the estimate 1s revised

Matenal estimates and assumptions are made n particular with regard to establishing uriform depreciaiion and amortisation
penods for the Group, iImparment testing, parameters for measunng pension and other provisions, determination of the far
value of long term recaivables and the likelhood that tax assets can be realised .

The group tests annually whether goodwill has suffered any impairment The recoverable amounts of cash generating units
have been determined based on value-in-use calculations These calculations require the use of estimates (note 10)

Goodwill
Goodwill ansmg on consohdation represents the excess of the cost of acquisiion over the Group's interest in the far value of
the identufiable assets and labiities of a subsidiary at the date of acquisition

Goodwilt 1s recogrised as an asset and reviewed for impairment at least annually Any imparrment 15 recogrised immediately in
the income statement and 1s not subsequently reversed

On disposat of a subsidiary, associate or jontly controlled entity, the attrbutable amount of goodwil s Included n the
deterrmnation of the profit or loss on disposal

Goodwaill ansing on acquisiions before the daie of transition to IFRSs has been retained at the previous UK GAAP armounts
subject to being tested for smparrment at that date

Revenue recogmtion
Revenue comprses the nvoiced value of goods and services suppled net of valus added tax and other sales taxes Revenue
13 recognised when goods are despatched to the customer

Interest ncore 1s accrued on a tme basis, by reference to the principal outstanding and the effective interest rate applicable,
which 1s the rate that exactly discounts esumated future cash receipts through the expected Ife of the financial asset to that
asset's net carrying amount
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1 Summary of significant accounting pohcies (contnued}

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantally all the nsks and rewards of
ownership 10 the lessee All other leases are classified as operaing leases

Group

Rentals payable under operating leases are charged 1o income on a straight ine basis over the tarm of the relevant lease

Foreign currencies

The consoldated financial statements are presented 1n Pounds Sierling, which is the Company's functional and presentatcnal
currency The Group determines the functional currency of @ach entity and items included i the financial siatements of each
entity are measured using that functional currency

Transactions N currencies other than Pounds Sterling are recorded at the rates of exchange prevailing on the dates of the
transactions At each batance sheet date monetary assets and liabilities that are denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet date Non-monetary assets and labilies camed al far value that are
denominated n foreign currencies are transtated at the rates prevaing ai the date when ihe far value was determined Gains
and losses ansing on retranslation are included i the Income statement for the penod, except for exchange differences ansing
on non-monetary assets and labiliies where the changes in {air value are recogrised directly in equity

On consolidation, the assets and liabiities of the Group's overseas operations and borrowings and other currency instruments
are Uanslated at exchange rates prevaling on the balance shest date Income and expense lems are translated al the average
exchange rates for the perod unless exchange rates fluctuate significantly Exchange diffierences ansing, if any, are classified as
equity and transferred to the Group's translaton reserve Such translation differences are recogrised as ncome or expenditurg
in the period In which the operation s disposed of

Goodwill and far value adjustments ansing on the acquisition of a foraign entity are treated as assets and labilities of the
foreign entity and translated at the closing rate

Borrowrng costs
All borrowing casts are recogrised i profit or foss in the penod in which they are incurred

Government grants
Government grants for the development of new products are recogrised as iIncome over the penods necessary 1o match them
with the related costs and are deducted in reporting the refated expense

Retirement benefit costs

Paymenis to defined contrbution retrerment benefit schemes are charged as an expense as they fal due Payments made to
state managed retirement benefit schemes are dealt with as payments to defined coninbution schemes where the Group s
obhgations under the schemes are equivalent to those ansing N a defined contribution retrement benefit scheme

For defined benefit retrement schemes the cost of providing benefits 1s determined using the Projected Urit Credit Method
vath actuanal valuations beng carried out at each balance sheel date Actuanal gains and losses are recognised in fultin the
penod 1 which they occur They are recogrised outside the ncome statement i the consolidated statement of recognised
income and expense

Past service cost Is recognised immediately 10 the extent that the benefits are already vested and otherwise s amortised on
a straight ine basis over the average penod unil the benefits becomne vested .

The retirement benefit obligation n the balance sheet represents the present value of the defined benefit obligation as adjusied
for unrecogrised past service cosi and as reduced by the far value of scheme assets Any asset resulting from this calculation
15 Iirmited 10 past service cost, plus the present value of avarable refunds and reductions n future contnbutions to the plan

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currentty payable 1s based on taxable profit for the penod Taxable profit differs from net profit as reported in the
Income statement because it excludes items of ncome or expense that are taxable or deductible in other penods and 1t further
excludes iemns that are never taxable or deductble The Group's liabiity for current tax 18 calculated using tax rates that have
been enacled or substantially enacied by the balance sheet date

Deferred iax 1s the tax expected o be payable or recoverable on differences between the carnang amounts of assets and
habilities n the financial statements and the corresponding tax bases used in the compuiation of taxable profit, and 1s
accounted for using the balance sheet llability method Deferred tax habilities are generafly recogrised for all iaxable temporary
differences and deferred tax assets are recognised 10 the extent that it 1s probable that taxable profits wilt be available aganst
which deductible temporary differences can be utiised Such assets and liabiities are not recognised if the temporary
difference anses from goodwill or from the minal recognition {ether than a business combination) of other assets and liabilities
¥ a transaction ihat affects neither the tax profit nor the accounting profit
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1 Summary of significant accounting policies (continued}

Deferred tax liabilities are recogrised for taxable temporary differences ansing on mvestmants in subsidianes and associates,
and interests in joint veniures, except where the Group 15 able to control the reversal of the temporary difference and #1s
probable that the temporary difference will not reverse in the Toreseeabls future

The carrying amount of deferred tax assets 1s reviewsd at each balance sheet date and reduced to the extent that it is no
longer probable that sufficiert taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the 1ax rates that are expected to apply in the penod when the labiity 1s setiled or the asset 1s
realsed Deferred tax 1s charged or credited in the Incomes statement except when 1t relatas to nems charged or cradited
directly to equity, in which case the deferred tax 1s also dealt with in equity

Property, plant and equipment
Land and buldings hetd for use in the production or supply of goods or services or for administrative purposes, are stated in
the balance sheet at therr cost less any subsequent accumulated depreciation and subsequent accumulated imparment losses

Properues n ihe course of construciion for production rental or adrmimstrative purposes. or for purposes not yet determined
are carried at cost, less any recogrised impairment loss Cost includes professional fees and, for gualfying assets, borrowing
costs capitalsed N accordance with the Group's accounting policy Depreciation for these assets on the same basis as other
property asseis, commences when the assels are ready for thewr intended use

Fixtures and equipment are stated at cost less accumulated depreciation and any recogmised imgarment loss

Depreciation is charged sc as e write off the cost or valuation of assets other than land and propertes under construction,
over ther estmated useful Iives, using the straight line method, on the following bases

Builcngs 25-3%
Fixtures and eguiprment 10 - 30%
Motor vehicles 25%

Freehold land 1s not depreciated

Assets held under finance leases are depreciated over ther expected useful lives on the same basis as owned assets or
where sharter, over the term of the relevant lease

The gain or loss ansing on the disposal or retirement of an asset 1s determined as the difference between the sales proceeds
and the carrying amount of the assets and 1s recognised in income

Internally generated intangible assets - research and development expenditure
Expenditure on research activities 1$ recogrised as an expense In tha penod in which it 1s incurred

Aninternally generated intangible asset anising from the Group’s product development 1s recogrused only if all of the following
cntera are demonstrable

* The technical feasiiity of completing the intangible asset so that it will be available for use or sale,
* The intention to complete the intangible asset and use or sell i,

* The ability 1o use the intangible asset or to sell i,

= The way in which the intangible asset will generate probable future economic benefits,

= The availabilty of adequate techrical, financial and other resources 1o complete the development and to use or sell the
ntangible asset,

* The ability to measure reliably the expenditure atinbutable to the intangible asset durning rts development

Internally generated intangible assets are amortsed on a straight ine basis over therr useful Iives Where no internally generated
intangible asset can be recognised, development expenditure 1s recognised as an expense n the penod n which it 1s ncurred

Patents and trademarks
Patents and trademarks are measured initially at purchase cost and are amortised on a straight ine basis over therr estmated
useful lives

Impairment of tangible and intangible assets excluding goodwill

The Group reviews annually the carrying amounits of 1s tangible and intangible assels 1o determing whether there 15 any indication
that those assets have suffered an imparment loss If any such indication exists, the recoverable amount of the asset 1s estmated
In order to determing the extent of the Imparment loss (if any) Where the asset does not generate cash flows that are
independent from other assets, the Group estmates the recoverable amount of the cash generating unit to which the asset
belongs An intangible asset with an indefinite useful life 15 tested for mpairment annually and whenever there 1s an indication
that the asset may be impared
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1 Summary of significant accounting pohicies (continued)

Recoverable amount 1s the higher of far value less costs to sell and value in use In assessing value n use the estimated
future cash flows are discounted to therr present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the nsks specific to the asset for which the estimates of future cash flows have not been
adjusted i the recoverable amount of an asset (or cash generating unit) 18 esumated 10 be less than s carrying amount  the
carrying amount of the asset {or cash generating urit) 1s reduced io s recoverable amount An impairment loss 1S recognised
as an expense mmedately, unless the relevant asset 1s carned at a revalued amount, in which case the imparrment loss 15
treated as a revaluation decrease
"When an impairment loss subsequently reverses, the carrying amount of the asset {or cash generating unit) 15 increased to the
revised estimate of s recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no mparrment l0ss keen recognised for the asset (or cash generating unit) in prior
years A reversal of an imparrment loss 1s recognised as income immediately

Inventories

Inventories are stated at the lower of cost and net realisable value Cost compnses direct matenals and where applicable
direct labour costs and those overheads that have been incurred in bringing the inventores to therr present locaton and
condition Cost s calculated using the weighted average method Net realisable value represents the estimated selling pnce
less all estimated costs ¢f completion and costs to be incurred in marketing, seling and distnbution

Loans and receivables

Loans and recevables are non-denvative financial assets with fixed or determinable payments that are not quoted in an active
market They are included in current assets except for those with matunties greater than 12 monihs after the balance sheet
date These are classified as non-current assets Loans are classified as “other recevables™ in the balance sheet

Trade recewvables

Trade recevables are recognised inmizlly at far value A provision for impairment of trade recevables 1s established when there
1S cbjective evidence that the Group will not be able to collect alt amounts due according to the onginal terms of recevables
The amount of the prowision 15 the difference between the asset’s carrying amount and the present value of the estmated
future cash flows, discounted at the effective nterest rate The amount of the provision 1s recognised In the iIncome statement
within administrative expenses

Cash and cash equivalents

‘Cash and cash equivalents includes cash in hand and deposits held with banks

Bank borrowings

Interest bearing bank loans and cverdraits are recorded at the proceeds received, net of direct issue cosis Finance charges,
ncluding premiums payable on settlement or redemption and direct 1ssue costs, are accounted for on an accruals basis ta the
income statement using the effective interest method and are added to the carrying amount of the instrument 10 the extent
that they are not settled in the penod i which they anse

Trade payables

Trade payables are not interest beanng and are stated at therr nominal vatue

Equty instruments

Equrity instruments issued by the Company are recorded at the proceeds receved net of direct 1ssue costs

Denvative financial instruments and hedge accounting

The Group's actvities expose it primanly to the financial nsks of changes in foreign currency exchange rates The Group uses
foreign exchange forward contracts to hedge these exposures The Group does not use denvative financial instruments for
speculative purposes

The use of financtal denvatives 1s governed by the Group's policies approved by the Board of Birectors, which provides written
principles on the use of financial dervatives

Changes n the farr value of denvative financial instruments that do not qualify for hedge accounting are recognised in the
INCome statement as they anse

Denvatives embedded in other financial instruments or other host contracts are treaied as separate denvatives when ther nsks
and characteristics are not closely refated to those of host contracts and the host contracts are not carned at far value, with
unrealised gans or losses reporied I the income statement

Provisions

Prowisions for warranty costs are recognised at the date of sale of the relevant products, ai the Directors’ best estimate of the
expenditure required to settle the Group's lability

Prowisions for restructuning costs are recogrised when the Group has a detailed formal plan for the restructunng that has been
communicated to affected parties

Where the mpact of discounting 1s matenal the Group usually discourts at its weighted average cost of capital, unless some
other rale 15 more appropnate & the circumstances

Group
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1 Summary of significant accounting pohecies (continued)

Share based payments
The Group has applied the requirementis of IFRS 2 Share based paymenis™ In accordance wath the transmonal provisions
IFRS 2 has been applied 10 all grants of equity Instruments after 7 Novernber 2002 that were unvested as of 1 January 2005

The Group 1ssues equity settled, share based payments to certain employees Equity setiled share based paymenis are
measured at far value at the date of grant The far value determined at the grant date of the equity settled share based
paymenis 1S expensed on a straight ine basis over the vesting penod. based on the Group s esimate of sharas that wall
aventually vest The charge 1s then credited back to reserves

Farr vaiue 1s measured by use of a Black-Scholes model The expected Ife used in the model has been adjusted, based on
managemeant s best estmate, for the effects of non-transferability, exercise restrictions, and behavioural considerations

The Group has adopied the requirements of IFRIC 11 Group and treasury share transactions” in these financial statements
This has no iImpact on the consclidated financial statements

Segment reporting

A business segment 1s a group of assets and operations engaged i1y providing products or services that are subject 10 nsks
and returns that are different from those of other business segments A geograpghical segment s engaged in providing
products or services within a particular ecenomic ervironment that are subject 1o nsks and returns which are different from
those of segments operating N other economic ervironments

Future accounting standards - New IFRS standards and interpretations not apphed
During 2007 the 1ASBE and IFRIC 1ssued additional standards and interpretaticns which are effective for penods starting after
the date of these financiat statements  The following standards and interpretations have yet 1o be adepted by the Group

International Financral Reporting Standards (FRS 7 I1AS) Effeciive Date
IFRS 7 - Financial Instruments  Disclosures 1 January 2007
1AS 1 — Amendment 10 1AS 1 - Presentation of Financial Statements Capial Disclosures 1 January 2007
IFRS 8 - Operating Segments 1 January 2009
Revised IAS 1 - Preseniation of Financial Statements 1 January 2009
Rewvised 1AS 23 - Borrowing Costs 1 January 2009
IFRS 3 {Revised) - Business Combinations i July 2008
1AS 27 (Rewvised) - Consolidated and Separate Financial Stalements 1 July 2008
International Financial Reporiing nterpretatons Committee (IFRIC) Effective Date
IFRIC 12 - Service CONCESSION arrangements 1 January 2008
IFRIC 13 ~ Customner loyalty programmes relating to |1AS 18, Revenue 1 July 2008
IFRIC 14 1AS 19 - The kmit on a gefined benefit asset, minimum funding requirements and thesr interaction 1 January 2008

The Group does not anticipate that the adoption of these standards and interpretations will have a matenal effect on us
financial statements on inial adopuon Upon adepton of IFRS 7, the Group will e required to discliose additonal Information
about its financial Instruments  their significance and the nature and extent of the nsks 1o which they give nise, together with
greater detalt as to the far value of its financial nstruments and 1s nsk exposure There will be no effect on reported income
or net assets
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2 Segment information

Primary reporting format - business segments
At 30 November 2007 the Group 1s crganised on a worldwade basis into two main business segmenits

Group

(1) Metals Filtration
{2) Microfiliration
The Metals Filtrahon segment operating profit for the year includes a restructunng charge of £232,000 (2006 £nl)

The Microfiltrahion segment s operating profit ncludes the effects of the transactions In connection with the iImminent move of
the business to new prermises, compnsing a centribution towards remedial works recewved from the cutgong tenant of the
Group's new premises a provision for future dilapidation costs on the property to be vacated and duplicate rent and cther
operating costs The net creddt 1o the income statement from these transactions Js £55,000

Other Group operations are included i Other unallocated' and manly compnse Group Corporate costs not directly
gllocatable some unaliocatable research and development new business development and general financial services

The unallocated loss before income tax of £1,322 000 includes prowisions written back of £439,000 (2006 £292 000) relating
to reduced expenses In connection with businesses disposed of in 2003 and the elimination ¢of an onerous lease coston a
bulding sublet N 2006 and disposed of in January 2008 (note 20)

In the previous year the Group reported three main segments The Advanced Matenals segment 1s now reported within Metals
Filtration as operations are controlled by the same management team Further details are set out In the Charrman and Chief
Executive’s statement Comparatives have been restated to reflect this change

The segment results for the year ended 30 November 2007 are as follows

Metals Cther

Firabion  Migrofivration unallocated Group
30 November 2007 Note £ 000 £ 000 £000 £000 .
Revenue 19 330 26 187 - 45,517
Operating profit{loss) before share based payments 308 4414 {783} 3,939
Share based payments 4 2 (31) {75) (104)
Operating profit/{loss) 310 4 383 (858) 3,835
Finance costs 5 - - (464) (464)
Profit/(loss) before income tax 310 4 383 (1,322) 3,371
Income tax expensa - - 995) (995)
Profit/{loss) for the year 310 4,383 (2,317) 2,376
The segment results for the year ended 30 November 2006 are as follows

Flim 1@5 Microtitrat Nzl mg G

I{

30 November 2006 Note "?0'8"0 ol Ea& ! c’ti‘mooo N E%
Revenue 16 759 26 445 - 46,204
Operating (loss)/profit before share based payments (908) 5 506 (833) 3765
Share based payments 4 (20) {4} (68) (92)
Operating (loss)/profit {928) 5502 {901) 3,673
Finance costs 5 - - (597} (597)
{Loss)/profit before Income tax {928) 5,502 {1 498} 3076
Income tax expense - - {985} (985)

{Loss)/profit for the year {928} 5502 {2.483) 2 091
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2 Segment information {contnued)

Other segment items included in the Income statement are as follows
Metals Other

Fitration  Microfiltration naiocated Group

30 November 2007 Note C000 000 £ 000 £ 000
Depreciation and amortisation

{tangible ang intangible assets) 910 685 649 11 1,345

I:llfw!etals mg a

traton  Microfiiration unaliocat oUp

30 November 2006 Nole £ 000 £ 000 £000 £ 000
Depreciation and amaortisaticn

{tangible and intangible assets) 910 750 701 15 1 466

The segment assets and labilites at 30 November 2007 and capital expenditure for the year then ended are as follows

H'?“ B:lajs Microfitrat nalsogag G
al * U
30 November 2007 Nole ' Ec;gg oo E 000 Eroog
Segmental assets 20,859 28 154 423 49,433
Long term recevable 1 - - 1056 1,056
Cash and cash equivalents 15 - - 2,893 2,893
Total assets 20,859 28,151 4,372 53,382
Segmental habilities (1847) {4,587} {860) (7,294}
Retirement ohligations 19 - - {1,804) (1,804)
Borrowings 17 - - (9,864) (9,864)
Total habihties {1,847) (4,587) (12,528}  (18,962)
Capital expenditure (tangrble and intangible assets) 910 782 V175 15 1,972
The segment assets and habilties at 30 November 2006 and capital expenditure for the year then ended are as follows

FI'IM emlals Microlitrat aﬂogt % G

O

30 Novermnber 2006 Note ”:aﬁ o com Eauoo 2[033
Segmental asseis 20018 27,758 2,104 49,881
Long term recewvable 11 - - 968 968
Deferred payment on investment sale 14 - - 200 200
Cash and cashr equivalents 15 - - 1,756 1756
Total assets 20,018 27,759 5,028 52,805
Segmental iabilities (1,554) {3,698} (1.559) {6811)
Reurement obligations 19 - - {4,275} (4 275)
Borrowings 17 - - {10,198)  (10185)
Total hatwtes {1,554} 3698y (16,029 {21,281
Capital expenditure (tangible and intangible assets) 910 460 503 - 963

Segment assets consist pnmanly of property, plant and equipment, itangble assets, nventones recevables and operating cash
Segment labiliies compnse operating labiities and include items such as taxation and corporate borrowings

Capnal expenditure compnses addiions (o property, plant and equipment and intangible assets
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2 Segment information (continued) a
3
Secondary reporting format - geographical segments 2007 2006 (%
By By By By
destination ongin destination ongin
Revenue £000 €000 £000 £000
Uniled Kingdom 14,657 25,166 13 581 26 445
Continental Europe 6,208 - 6,012 -
Amercas 21,074 20,351 22030 19,759
Asia 2,659 - 3,385 -
Australasia 457 - 508 -
Africa 462 - B90O -
45517 45,517 46,204 46 204
!t 2007 2006
Total assets £ 000 £000
United Kingdom 31,513 32787
Americas 21,863 20018
53,382 52,805
2007 2006
Capital expenditure £'000 £ 000
United Kingdom 1,183 503
Amencas 789 460
1,972 963
3 Profit before income tax
Revenue compnises mncome from the sale of goods and services dunng the year
The following items have been included in arrving at operating profit 2007 2006
£'000 £ 000
Staff costs 15,037 15345
Inventories — Cost of inventones recogmised as an expense {(included in cost of sales) 16,505 16 372
Net realised foreign exchange gains {165) (220}
Depreciation on tangible fixed assets 1,229 1,454
Amertisaton of intangible fixed assets 116 12
(ProfityToss on sale of tangible fixed assets (41) 4
Other operating lease rentals payable
- Plant and machinery 181 200
- Property 867 804
Reparrs and mantenance on property plant and equipment 832 981
Trade recewvables impairment 52 26
Government grants contnbution to development expenditure - (40)
Research and development expenditure 2,209 2,703
Services provided by the Group's auditors and network firms
Dunng the year the Group (including its overseas subsidianies) obtained the following services
from the Group's auditors at costs as detaled below
Fees payable to Company's auditors for audit of parent company and consalidated accounts 49 53
Fees payable to the Company's auditors and 1its associates for other services - 25
The audht of Company s subsidiaries pursuant to legislation 33 50
Other services pursuant to legisiauon 16 15
Tax services 75 59
193 203

In addition to the above services, the Group's auditors acted as auditors to the Porvair ple Pension and Death Benefit Plan

The appontment of auditors to the Group's pension plan and the fees paid in respect of those audits are agreed by the

trustees who act independently from the management of the Group The aggregate fees pad to the Group’s auditors for the

aucht services to the pension plan dunng the year was £11 000 (2006 £11,000)
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4 Employee benefit expense
The averags number of stafl including Executive Directors employed duning the year 1s detaled below

2007 2006
Average Average
Number
Metals Filtration 173 182
Microfitration 290 279
Head office 7 7
470 468
North Amencan employees included above 185 182
2007 2006
£ 000 £ 000
Staff costs
Wages and salaries 12,193 12,321
Scoal secunty costs 1,856 2018
Other pension cosls 884 a14
Share based payments 104 a2
15,037 15,345

Detaled disciosures of Directors’ emoluments and nterests in share options are shown in the Report of the Remuneration
Committee on pages 18 to 20 The Executive Directors comprise the key management and thewr remuneraion 1s in the Report

of the Remuneration Committee

5 Finance income and costs

2007 2006

£ 000 £ 000
Interest payable on bank loans and overdrafts 722 716
Pension scheme finance Nncome {100} -
Interest recevable — long term recevable (92) (81)
Interest recaivable — other (66) (38)

464 597
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6 fncome tax expense o
2007 2006 =
Hote £'000 £ 000 9
G
Current tax
UK Corporation tax 894 1157
Adjustment In respect of prior penods {427) (250}
Overseas tax 65 15
Deferred tax
Ongination — reversal of uming differences 18 152 (10)
Adjustrrent in respect of prior penods 18 30 73
Effect of change in deferred tax rates 10 -
995 985

The tax on the Group's profit before tax differs from the thecretical amount that would anse using the UK tax rate applicable to

profits of the consohdated companies as follows

2007 2006

£'000 £ 000
Profit before tax 3,371 3076
Tax at the UK Corporation Tax rate of 30% (2006 30%) 1,011 923
Tax adustments in respect of previous penods (427) (250}
Deferred tax adjustments in respect of previous penods 3 73
Deferrred tax on share based payments within eguity {31) -
Tax efiect of expenses not deductible In determining taxable profit 110 35
Efect of change i deferred tax rates 10 -
Effect of different 1ax rates of subsidianes operating in other jurisdictons 21 204
Tax charge 995 285
In addition to the amount charged to the ncome statement the following tax was charged/{credited) direct 10 equity

2007 2006

£'000 £000
Deferred tax on share based payments 36 39
Deferred tax on actuanal gains on the pension fund 720 690

756 728

Dunng the year “as a result of the change In UK Corporation Tax rates which wilt be effective rbm 1 Apn) 2008, deferred tax
balances have been remeasured Deferred tax relating to temporary differences which are expected to reverse pror to 1 Apnil

2008 1s measured at 30% and deferred tax relating to temporary differences expected io reverse after 1 Apnl 2008 s

measured at the tax rate of 28% as these are the tax rates that will apply on reversal
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7 Earmings per share 2007 2006
Weighted Wesghted
average Per share average Per share
Earnings number amount Eam.(r)\ga number amount
£ 000 of shares {pence) £ of shares {perce)
Basic EPS
Earmings atinbutable to ordinary shareholders 2,376 40,615,967 58 20931 40,553,373 52
Effect of dilutive secunies
Share options 125,036 - 158,889 o
Diluted ERS - adjusted earnings 2,376 40,741,003 58 2,091 40,712,262 51
8 Dividends per share 2007 2006
Per shara £'000 Per share £ 000
Final dividend paid 110p 446 1 05p 426
Internm dnidend paid 100p 407 1 00p 408
210p 853 205p 832

The Directors recormmend a final dwidend of i 2p for the financiat year ended 30 November 2007 to be pad on 8 May 2008

9 Property, plant and equipment

Frechold Assets n Plant

land and course of machinery and

bull(hngs construction equipment Total

) £ 00 000 £ 000

Cost
At 1 December 2005 3560 380 17 010 20950
Reclassification 84 382 (466} -
Additions - 334 239 573
Disposals - 4 (198) {202)
Exchange differences (282) 23) (1,024} {(1,329)
At 30 Novermber 2006 3,362 i 069 15,561 19 992
Depreciation
At 1 December 2005 {761) - {i2 144)  (12,905)
Charge for year (134) - 11,320) (1 454)
Disposals - - 198 198
Exchange differences 82 ~ 683 765
At 30 November 2008 (813} - {12583) (13,396}
Net book value at 30 November 2006 2549 1,069 2978 5,596
Cost
At 1 December 2006 3.362 1068 15,661 19,992
Reclassification 5] (1,449} 1,443 -
Additions 121 1 086 481 1,688
Acquisitions - - 62 62
Disposals {257} - (462) (719}
Exchange differences {84 ") (345) (436}
At 30 November 2007 3,148 699 16,740 20,587
Depreciation
At 1 December 2006 {813} - (12,583) (13,396}
Charge for year (87) - (1,142) (1,229)
Disposals 13 - 452 466
Exchange differences 50 - 245 2895
At 30 November 2007 (837) - (13,028) (13,865)
Net book value at 30 November 2007 2,311 699 3,712 6,722
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10 Goodwill and other intangible assets

Development
expendiurg Soltware
Geoawl capxtalsed capstabsed Total
£ 000 £ 000 £ 000 £ 000

At 1 December 2005
Cost 46,111 102 217 46 430
Accumutated amortisation and imparment {18 421} - (205) (18 626}
Net book amount 27,680 102 12 27 804
Year ended 30 November 2006
Opening net book amount 27 690 102 12 27 804
Exchange differences (1447) (17) - (t 464)
Additions - 227 163 380
Amortisation charge - - (12) (13
Closing net book amount 26,243 312 163 26,718
At 30 November 2006
Cost 44 664 312 380 45 356
Accurmulated amortisation and wnpairment {18,421} - 217y  {18638)
MNet book amount 26,243 312 163 26,718
Year ended 30 November 2007
Opening net book amount 26,243 312 163 26,718
Exchange differences (480) {(17) - (497}
Additions - 266 18 284
Acquisitions 749 - - 749
Amorhisation charges - (68) (48) (116)
Closing net book amount 26,512 493 133 27,138
At 30 November 2007
Cost 44 933 561 398 45 892
Accumulated amortisation and imparment (18421} 68) (265) {18 754}
Net book amount 26,512 493 133 27,138

Internally generated intangible assets ansing from the Group s product development are recognised only if all conditions are

met as descnbed in the Summary of significant accounting policies

Amortisabion of £116,000 (2006 £12 000) 13 ncluded in ‘cost of sales’ n the ncome statement

Impairment tests for goodwill

Goodwilt 1s attocated to the Group's cash generaing units ({CGUs) identfied according to business segment

A segment level summary of the goadwill allocation 1s presented below

2007 2006
Maetals Metals
Filtratign Microfiltration Total Fitrawon  Microfiliration Total
000 £ 000 £ 000 £ 000 £ 000
11,734 14,778 26,512 11,490 14,753 26,243

The recoverable amount of the goodwill 1s based on value-in-use calculations The calculations use cash flow projections
based on financial budgets approved by management covenng a three year penod Cash flows beyond the three year penod

are extrapolated using the estimated growth rates stated below

Key assumptions used for valua n-use calculations Metals Fitraton Microfitration
us UK us ux
Budgeted gross margin 50% 50% 50% 50%
Weghted average growth rate used (o extrapolate
cash flows beyond the budget period 3% 3% 3% 3%
Cost of capital 9% 9% 9% 9%

Group
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10 Goodwill and other intangible assets {(Contnued)

These assumptions have been used for the analysis of each operation within the business segment Management determined
budgeted gross margin based on past performance and its expectatons for the market development The weighted average
growth rates used are consistent with past expenence and market expectatrons The discount rates used are pre-tax and
reflect specific nsks relating to the relevant segmenis

If the revised estimated profit before tax was 10% lower than management s estimates as at 30 Novemnber 2007 and the
pre-tax discount rate apphed to the cash flows was 10% higher than management s estmate  the Group would still not require
any imparment against goodwifl

11 Other receivable

2007 2006
£ 000 £000
Long term recervable 1,056 968
2007 2006
£ 000 £000
At 1 December 968 1,159
Reallocated to short term recavables - (200)
Exchange difference 64 (12)
Far value restatement 24 21
At 30 November 1,056 968

The farr value of this long term receivable 1s based on cash flows discounted using a rate based on an unsecured borrowing
rate of 9% (2006 9%)

The earhest contracted seitlernent date for the long term receivable 1s 31 December 2010

12 Denvative financial instruments

2007 2006

Assets Assets

£'000 £ 000

Forward foreign exchange contracts - cash flow hedges — current 44 97

Under IFRS the fair value of all forward foreign exchange contracts and currency options i1s recognised on the balance sheet
IAS 39 places significant restrictons on the use of hedge accounting and changes the hedge accounting methodology As a
result from 1 December 2005, the Group recognises all forward foreign exchange contracts and currency opticns on the
balance sheet at far value

Trading dervatives are classfied as a current asset or abiity The full farr value of & hedging denvative 1s classiied as a

non-current asset or hiability if the remaining matunty of the hedged item 1s more than 12 months and as a current asset or
habity, if the maturty of the hedged item 1s less than 12 months

The notional prncipal amount of the outstanding forward foreign exchange contracts at 30 November 2007 1s £0 7 mifhon
(2006 £1 4 millon) and these relate 10 US dollar forward exchange contracls which mature in December 2007 January 2008
and February 2008

13 Inventores

2007 2006
£ 000 £000
Raw maiernals 1,739 1,759
Work in progress 2,582 2315
Finished goods 2,567 2,425

6,888 6,499

The cost of Inventanies recognised as an expense and included in ‘cost of sales’ amounted to £16,505,000 (2006 £16,372,000)
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14 Trade and other receivables

2007 2006

£ 000 £000
Trade recevables 7,203 74
Less prowvision for impairment {59) {45)
Trade recevables - net 7,234 7.426
Deferred constderation - 200
Other debtors 154 169
Prepayments 500 400

7,888 8,195

There 15 no difference between the far value of trade and other recevables and ther carrying value

The Group has recognised a provision of £52 000 (2006 £26 000) for the impairment of its trade recevables dunng the year
ended 30 November 2007 The Group has used provistons for impaired recevables of £38 000 dunng the year ended

30 November 2007 (2006 £28 000) The creation and usage of provisions for mparrment of receivables has been includad in
‘administrative ¢costs' in the income statement

15 Cash and cash equivalents

2007 2006

£'000 £000

Cash at bank and in hand 1,193 956
Short term bank deposits 1,700 800
2,893 1,756

The effective Interest rate on short term bank deposits was 5 44% (2006 4 65%), these deposits have an average matunty of
one day (2006 one day)

16 Trade and other payables

2007 2006
£'000 £000
Amounts falling due within one year
Trade payables 4,453 4 170
Taxation and social security 277 391
Accruals and deferred ncome 2,207 1378

6,937 5,939

17 Borrowings

2007 2006
£ 000 £ 000
Secured mult-currency revolving credit facility of US$20 milkon {2006 US$20 million)
maturing n September 2008 with interest at 1 655% (2006 1 85%)
above US dollar LIBOR 8,364 8,195
Secured five year amortising debt facibity of £1 5 million {2006 £2 0 mullion)
expinng in Qctober 2010 with interest at 1 655% (2006 1 85%) above LIBOR 1,500 2,000
9,864 10,195
2007 2006
Bank and other loans of the Group are repayable as follows £'000 £000
Within one year 500 500
One to two years 8,864 500
Two to five years 500 9,195

9,864 10195

Group
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17 Borrowings {contnued)

The matunty date of the secured multi-currency revolving credit facility of US$20 million was extended in the year from October
2008 1o Sepiember 2009

At 30 Novernber 2007 the Group had £1.363,000 (2006 £1 972 000) of unutiised borrowing facilities under the existing bank
faciity and an unutilsed £3 000 CC0 (2006 £3 000 000} overdraft facifity

The carrying values of bank borrowings approximate therr far value

The multi-currency revohang credit faciity and amortising debi facidity are secured by fixed and ficatung charges against the
Group's assets

18 Deferred tax asset
The Group movement on the deferred income tax account i1s as follows

2007 2006

Note £ 000 £000

At 1 December 1,976 2,819

Exchange differences {14) 51)

Income statement (charge) 6 (453) (63)

Tax charged to equity (756) (729)

At 30 Novemnber 753 1976
The movement of deferred tax assets and (labilities) during the year i1s as follows

Accelerated Qther short

Ik]ge:nal (g;gémmmgg Far valgg cay l':hieg Sha;)aymenre 15 ggth"e?g:s: Total

B £ 000 ga 000 P 000 £000 9500 £ 000

At 1 Decemnber 2005 (546) 1,465 39 (31} 26 1 866 2819

Credied/(charged) to ncome statement 5] {75) (6) (65} 43 34 {63)

{Charged) to equity - - - - (39) (680} (729)

Exchange diffierences 86 (137) - - - - {51

At 30 November 2006 (454) 1,253 33 {96) 30 1210 1976

(Charged)/credited to income siatement (137) (270) (7) {70) 31 - {453}

(Charged) to equiiy - - - - (36) {720) {756}

Exchange differences 27 41) - - - - (14}

At 30 November 2007 (564) 942 26 (166) 25 490 753

There were £536,000 (2006 £1 114 000) of unrecognised deferred tax assets at 30 November 2007 relating 10 unutilised tax
losses primarity In the US The tax losses in relation i losses incurred in the US have been recognised to the extent that they
are expected to be releved aganst future profils . .

There were no other unprovided deferred tax amounts at 30 November 2007 (2006 LN

19 Retirement benefit obl:gations

2007 2006
£ 000 £000
Defined benefit scheme deficit 1,632 4032
Additional pension commitments 172 243

1,804 4275

The additonal pension commitments anse oui of contractual comnitments to certain employees which have fallen outside the
scope of the defined benefit plan deficii These hiabilities will crystahise between two and fourteen years The reduction i the
commitment 1s included in the past service cost wathin the defined benefit plan

a) Defined contribution schemes
For its USA employees, the Group operates a defined contnbution pension plan {the “Pension Plan”} coverng all eligible full ume
employees The Group contnbutes 3% of each participant’s base salary each year to the Pension Plan In 2007 this amounted
to £146 000 (2006 £148 000} In 2007 the Group also made payments of £140,000 (2006 £143,000) to designated US 401k
schemes on behalf of its employees

In the UK after the closure of the defined benefit plan to new members, the Group introduced a stakeholder plan 10 be offered
to all new employees Total employer contnbutions in the UK 1o defined contnbution schemes was £211,000 (2006 £196 000)
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19 Retirement benefit oblhigations {continued)

b} Defined benefit plan

The Group operates a defined benefit pension scheme covenng a number of employees in the UK The pension scheme 1s
financed through a separale trust fund administered by Trustees with an independent Charman The Porvarr plc Pension &
Death Benefit Plan (the ‘Plan ) was closed to new entrants in October 2001

Formal valuations of the Plan by a professionally qualified actuary are carned out at least every thrée years using the projgcted
unit method  Under this method the current service cost will ncrease in relaton to the salanes of the members in fuiure years
as those members approach retrement The latest full actuanal valuation was at 1 Apnl 2006

2008 2003

valuation valuatan

assUMplIons  assumphions

The pnncipal actuarial assumptions adopted in tha 2006 valuation were % %

Past service nvestment return

Pre-retirernent 675 800
Post-retirement 475 800
Future service invesiment return

Pre-retirement 700 300
Post-retrement 500 800
Salary increases 400 500

The actuaral valug of the assets on the funding basis was sufficient to cover 92% (previous valuation in 2003 83%) of the
benefits that had accrued to memtbers after allowing for expected increases in pensicnable remuneration and the current
funding deficiency amounted to £1 8 million

The UK pension charge for the year was £381 000 (2006 £400,000), the funding via smployer contnbutions was £281 000
(2006 £837 000)

The valuauon used 1s based on the most recent actuanal valuation of the Plan as updated by the Plan actuanes to take
account of the market valug of the assets and the present value of the habiities of the Plan at 30 Novermnber 2007

Balance sheet
The financial assumptions used to calculate Plan habiliies under 1IAS 19

2007 2006 2005

Projected Projected Proected

Valugtion method unit urit unit
Discount rate 59% 50% 4 5%
Inflation rate 32% 29% 2 6%
General satary increases 4 2% 39% 4 1%
Rate of increase of pensions in payment 32% 29% 26%
Rate of increase for deferred pensioners 32% 29% 26%

Pre and post retirement moriahty

The PMAZ2 and PFAS2 Calendar Year tables for pre and post retremeant mortahty have been used, rated up ane year Ior both
males and females with reduction of 0 25%pa on discount rate to allow for future improvernents, as published by the
Continuous Mortality Investgaton Bureau {CMIB) The average Iife expectancy in years of a pensioner retinng at age 65 on the
balance sheet date 15 18 2 for men and 21 3 for women

The assets N the Plan with ther expected rates of return are

Long term Long term Long term Long term

expected rate expected rate expected rate expected rate
of return at Value at of return at Value at ot return at Value at of return al Value at
30 November 30 November 30 Novermber 30 November 30 November 30 November 30 November 30 November
2007 2007 2006 2006 2005 2006 2004 2004
£ 000 £ 000 €000 £000
Equities 80% 12,200 7 8% 12,100 8 0% 11 300 8 3% 9,900
Bonds 46% 6,800 44% 6 600 4 2% 6,200 4 6% 5,200
Other 46% 68 4 3% 268 4 1% 131 4 1% -
Farr value of plan assets 19,068 18,968 17 631 15,100

Present value of funded

obligations {20,700) {23,000) {24,400) {22 400)

Deficit iIn the Plan {excluding
deferred tax) (1,632) (4,032) (6,769) (7 300)

Group
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19 Retirement benefit obligations (conunued)

The analysis of movement in the deficit in the Plan for the year 1s as follows

2007 2006 2005
£ 000 £000 £000

Deficit at 1 Decemnber {4,032) {6 769) {7 300y

Centnbutions paid 281 837 831

Current service cost {300) (400) {400}

Past service cost (81) - -

Other finance income/{charge) 100 - {200}

Actuarial gans 2,400 2,300 300

Deficit at 30 November {1,632) (4,032} {6 769)
2007 2005

Income statement £000 £000

Anatysis of amounts chargeable to operaing profit

Current service cost (300) {400}

Past service cost {81) -

Armount chargeable to operating profit (381) {400)

Analysis of amounts chargeable to other finance incorme

Interest on Plan abilites {1,100) (1,200)

Expected return on assets in the Plan 1,200 1,200

Net amount credited to other finance income 100 -

Total chargeable within the income statement before deduction of tax (281) {400)

Other tems

Analysis of amounits recognmised In the staterment of recogrised income and expense

{Losses)/gains on assets (300) 100

Expenence gans on hatillies - 3,500

Gains/{losses) en change in financial and demographic assumplions 2,700 (1 300

Total actuanal gatn recognised in the statement

of recognised tincome and expenditure 2,400 2300
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20 Provisions for other liabilities and charges

2007 2006
£ 000 € 000
At 1 December 517 809
Charged to consolidated income statement
- Additional provisions 55 -
- Unused amounts reversed (439) {292)
At 30 November 133 517

The provisions anise from an onerous lease provision discounted at 6 75% relocations legal and other expenses relating to the
sale of companies on 30 Novernber 2003 Further details are shown in note 2 The addiienal provision in 2007 relates 1o a
discounted dilapidanons provision for leased property which 1s expecled to reverse in 2027

2007 2006
Analysis of total provisions £'000 £ 000
Current 78 150
MNon-current 55 367
133 517
21 Share capital and premium
Shara
Ordimary premium
Number of shares account Total
shargs £000 £ 000 £ 000
At 1 December 2005 40,483,011 810 32513 33323
Employee share option scheme
- Proceeds from exercised shares under share option schemeas 91,575 1 102 103
At 30 Novemmber 2006 40574 586 811 32615 33,426
Employee share option scheme
- Proceeds from exercised shares under share option schemes 123,920 3 150 153
At 30 November 2007 40,698,506 814 32,765 33,579

The authonsed number of ordinary shares 1s 75 millon shares (2006 75 millon shares) with a par value of 2p per share
(2006 2p per share) Allissued shares are fully paid

Share options
Share options are granted to Directors and to selected employees The exercise price of the granted options 1s equal to the
mid-market price of the shares on the date of grant

These equity settled, share based payments are measured ai far value at the date of grant The farr value determined at the
grant date of the equuty settled, share based paymenis s expensed to ihe ncome statement on a straight ing basis over the
vesting penod, based on the Group's estmate of shares that will eventually vesi The charge is then credited back to reserves

Faur value 1s measured by use of a Black-Scholes model The expected Iife used in the model has been adjusted, based on
managements best estimate, for the effects of non-transferability, exercise restrictions, and behavioural considerations

Group
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21 Share capital and premium {continued}

Detads of the share options are

Subscripton 2007 2006
‘Year of Exercise pnca Number of Nurnber of
grant penoc pence shares shares
1997 (Revenue unapproved) 2000 2003 — 2007 214 A9 - 31,887
1997 (Revenue unapproved) 2001 2004 - 2008 25900 130,000  §30,000
1997 (Revenue approved) 2002 2005 - 2012 23100 - 3,000
1997 (Revenue approved} 2002 2005 - 2012 126 50 - 5,000
1997 (Revenue unapproved) 2002 2005 - 2009 126 50 85,000 85,000
1997 (Revenue approved} 2003 2006 - 2013 11100 5,000 13,000
1997 {Revenue unapproved) 2003 2006 - 2010 11100 85,000 85 000
1897 {Revenue unapproved) 2003 2006 - 2010 168000 10,000 50000
2003 Save As You Earn Scheme 2003 2006 — 2007 12375 - 214288
1997 {Revenue approved) 2004 2007 - 2014 114 00 30,000 30,000
1997 (Revenue unapproved) 2004 2007 - 2011 114 00 20,000 25,000
1997 (Revenue unapproved) 2004 2007 - 2011 101 50 60,000 60,000
1997 {Revenue unapproved) 2004 2007 - 2011 103 50 30,000 30000
1997 (Revenue unapproved) 2005 2008 - 2012 9800 274,000 274000
2005 EMI (Revenue approved) 2006 2009 - 2013 151 00 40,000 40,000
2005 EMI (Revenue approved) 2006 2009 - 2013 13100 182,660 182,660
2005 (Revenue unagproved) 2006 2009 - 2013 13100 147,340 147,340
2005 EMI (Revenue approved) 2007 2010-2014 13800 132,463 -
2005 (Revenue unagproved) 2007  2010- 2014 13800 177,537 -
2007 Save As You Earn Scheme 2007 2010-201 10800 415,975 -
At 30 November 1,824,975 1406,175
Movements in share options dunng the year were
2007 2006
Weighted Weighted
average average 2007 2006
exercise axercse Number of Number of
pnce (pence) pnce (pence) shares shares
At 1 December 134 81 15852 1,406,175 1,641 860
Options granted 120 81 13316 725,975 370000
Options expired 214 49 38853 (122,255) (108,409)
Options foreited 150 55 166 42 {61,000) (405 701}
Options exercised 12375 11250 (123,920) (91,575)
At 30 November 128 62 134 81 1,824,975 1,406,175
Options exercisable at 30 November 15584 15876 455,000 617,175
QOptions not exercisable at 30 November 119 58 11608 1,369,975 789000
Total 128 62 134 81 1,824,975 1,406,175
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21 Share capital and premium {goniinuedi)

Subscrption 2007 2006
pca Number ot Number ol
Cptions expired during the year were Scheme pance shares shares
1986 388 53 - 108,409
1997 214 49 31,887 -
SAYE 12375 90,368 -
At 30 November 122,255 108 409
Options forfeited dunng the year were
1997 126 50 5,000 -
SAYE 12375 - 76,776
1997 23100 3,000 17 000
1997 126 00 - 50 000
1997 160 00 40,000 50,000
1997 148 17 - 37.203
1997 11618 - 53 149
1997 259 00 - 80000
1997 214 49 - 26573
1997 11100 8,000 10,000
1997 114 00 5,000 5 000
At 30 November 61,000 405 701
Options exercised dunng the year were
1897 13100 - 65,000
1997 116 18 - 26,575
SAYE 12375 123,920 -
At 30 November 123,920 91575
Share based payment
30 November 2007
Grant date 28103 01503 2RA00 200604 1604 251104 2506 2506 OUMD8 RRRAO7 1778007
Ponsgr Sharg Porvan Porvor Porvar Porvar Porvar Porvar Ponvaw Porvas Shore
1997 chare save 1997 charg 1997 chae 1997 chowe 1097 share 1997 share 2005 2005 2006 Svi
Scherme onhon 2003 Ofahon opbon oplion oplon option  chare option  shive oplion  sharg oplion 2007
Share price at grant date 11100p 13750p 3$6000p 11400p 10100p 10350p 98000 131000 15100p 13800p 13500p
Exercise price 11100p 12375p +6000p 13400p 101700p 10350p 9800p 131000 151 00p 13800p 108 00p
Shares under option t16000 21520 90000 65000 60000 30000 274000 330000 40000 310000 415975
Vesing peniod (years) 3 3 3 3 3 3 3 3 3 3 3
Expected volatibty 30%% 30% 30% 30% 30% 30% 30% 30% 30% 0% 0%
Expected Wfe (years) 3 3 3 3 3 3 3 3 3 3 3
Risk free rate 400% 375% 375% 4 50% 4 75% 475% 475% 4 50% 4 50% 5 25% 575%
Dmdend yield 306% 247% 213% 1 75% 197% 193% 209% 160% 139% 1 56% 1 59%
Far value per option {©) 021807 033875 033726 025840 022892 023427 023883 030066 035263 0233045 046118
2007 2006
£ 000 £ 000
Share based payments 104 92

The expected volatility 1s based on histonc share pnce movemeants The Directors anticipate the performance crieria in relation

10 the share options will be mat

Group
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22 Other reserves

2007 2006
Cumulative Cumulatve Retaned
translation Retained transiation {deficiy
reserve €arnings resenve earmggé
£ 000 £000 £ 000 £
At 1 December {3,296) 1,384 (1,698) {1528}
Profit for the year attributable to shareholders - 2,376 - 209i
Drrect to equity
Dvidends paid - (853} - {832)
Actuanal gains net of tax - 1,680 - 1610
Share based payments net of 1ax - 68 - 53
Exchange differences (528) - {1,598} -
At 30 November (3,824) 4,665 (3 296} 1,394
23 Cash generated from operations
2007 2006
£'000 £000
Operating profit 3,835 3673
Adjusiments for
- Non ¢ash pension charge 100 13
— Share based payments 104 92
— Depreciation and amortisation 1,345 1 466
- (Profityloss on disposal of property plant and egquipment (41} 4
Operating cash flows before moverment in working capital 5,343 5,348
Changes in working capital (excluding the effects of acquisiion and exchange differences on consolidation)
- {Increase) in inventones {322) (B634)
- Decrease/{increase) in trade and other receivables 102 (1017)
- Increase/{decraase) in payables 972 (1302)
— (Decrease) in prowvisions (384) (292}
Decrease/(increase) in working capital 368 (3 045)
Cash generated from operations 5,711 2,303
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24 Acquisition of Omnifilter

On 18 January 2007 the Group purchased the trade and assets of Omaifilter & Manufactunng Inc for a total consideration of
US$2 060,000 (£1,059,000)

The acquired businass contributed revenues of £1,021,000 and net profit of £120 Q00 to the Group for the peniod from
18 January 2007 to 30 November 2007

Note £'000
Purchase consideration
Cash pad 1,049
Direct costs relating to the acquisition 10
Total purchase consideration 1,059
Farr value of net assets acquired (310)
Goodwlt 10 749

The Goodwill 15 attnbutable to the workforce of the acquired business and synergies expected to anse after acguisition within
the Microfiltration segment

The total adjustments required to the book values of the assets and habilities acquired in order to present the net assets at far
value in accordance with Group accounting principles were £16 000 The purchase has been accounted for as an acquisiben

The assets and liabilities as of 18 January 2007 ansing from the acquistion are as follows

Acgquirge's

carrying

Farr value amount

Note £ 000 £'000

Propenry plant and equipment 4 62 78

Inventones 158 158

Trade and other receivables 103 103

Cash and cash equivalents 13 13

Trade and other payables (26} (26)

Net assets acquired 310 326
Purchase consideration settled in cash 1,059
Cash and cash equivalents in assets acquired (13}
Cash outflow on acquisition 1,046

There were no acquisiions in the year ended 30 November 2006

25 Commitments

Capital and other financial commitments
Contracts ptaced for future capital expendiure not provided in the financial statements at 36 November 2007 were £637,000
{2006 £136,000)

Operatlng lease commitmentis — mimmum lease payments

2007 2006

Land and Land and
buldings Other bunld% Other
£'000 £000 £ £ 000

Commitments under non-cancellable operating leases expiring

Within one year 92 56 45 41
Later than one year and less than five years 584 201 33i 88
After five years 7,242 - 3,400 -
7,918 257 3776 129

Operating rent recevable from a sublet property agreement amounts to £875 000 (2006 £1 183,000)

Group
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26 Key management compensation

Only the Executive Directors are classified as key management Ther remuneration 1s shown in the Report of the Remuneration
Committee Dr John Sexton was an Executive Director for part of the year but was employed by the Group throughout the

year His remuneration for the full year s included here

2007 2006
£'000 £ 000
Salanes and other short term employee benefits 718 545
Other long term benefits 70 56
Share based payments 74 50
862 651
27 Principal subsidianes
The principal operatng companies at 30 November 2007 are as follows
Counitry of
InCorporation
Name and operation % holding
Selee Corporation | USA 100%
Porvair Advanced Materals USA 100%
Omnifilter USA 100%
Porvarr Filtration Group Limited England 100%
Porvarr Sciences Limrted England 100%

The cther subsidiaries which are either dormant or non trading, are disclosed on the Annual Return
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We have audited the parent company financial statements
of Porvarr pic for the year ended 30 November 2007
which compnse the Balance Sheet, the Statement of Total
Recegnised Gains and Losses, the Reconciiation of
Movements in Shareholders’ Funds and the related nctes
These parent company financial statements have been
prepared under the accounting policies set out theren
We have also audited the nformation in the Report of the
Remuneration Committee that 1s described as having
been audited

We have reported separately on the Group financial
statements of Porvar pic for the vear ended
30 November 2007

Respective responsibilities of Directors

and Auditors

The Directors’ responsibiities for preparnng the Annual
Repaort, the Report of the Remuneraticn Committee and
the parent company financial statements in accordance
with applicable law and United Kingdom Accounting
Standards {United Kingdom Generally Accepted
Accounting Practice} are set out in the Statement of
Directors’ Responsibiities

Qur responsibility 1 to audit the parent company financial
staterments and the part of the Report of the Remuneration
Committee to be audited in accordance with relevant iegal
and regulatory requirements and Internationat Standards
on Auditing (UK and Irgland) This repert, including the
opinion, has been prepared for and only for the
Company's members as a body in accordance with
Section 235 of the Companies Act 1985 and for no other
purpose We do not, n giving this opinion, accept or
assume responsibifity for any other purpose or to any
other person to whom this repoert 1s shown or into whose
hands it may come save where expressly agreed by our
prior consent in writing

We report to you cur opinion as to whether the parent
company hnancial statements give a trug and far view and
whether the parent company financial statements and the
part of the Report of the Remuneration Committee to be
audited have been properly prepared in accordance with
the Companies Act 1985 We also report 10 you whether
In our opinicn the information given N the Directors’
Report 1s consistent with the parent company financial
staterments The information given in the Oirectors’ report
includes that specific nformation presented N the
Charman and the Chief Executive’s statement and the
Finance Director’s review that 15 cross referred from the
Business review secticn of the Directors’ report

In addition we repert to you If, in our opinion, the
Company has not kept proper accounting records, if we
have not recewved all the information and explanations we
require for our audhi, or If nformation speciiied by law
regarding Directors’ remuneration and other transactions
15 not disclosed

Woe read the other information contained in the Annual
Report and consider whether i 1s consistent with the
audited parent cornpany financial statements The other

information comprises About Porvarr, the Chairman and
the Chief Executives statement, Key highlights in 2007,
Porvar's strategy. the Finance Director's review the
Board of Directors, the Board commitiees, Secretary and
adwisers, the Directors report, the unaudited part of the
Report of the Remuneration Committee and the Corporate
governance statement We consider the imphcations for
our report If we become aware of any apparent
misstatements or matenal inconsistencies with the parent
company financial statements Our responsibilities do not
extend to any other information

Basis of audit opinton

We conducted our audit In accordance with International
Standards on Auditing (UK and lreland) 1ssued by the
Auditing Practices Board An audit includes examination,
on a test basis, of evidence relevant to the amounts and
disclosures in the parent company financial statements
and the part of the Report of the Remuneration
Committee to be audited It also includes an assessment
cof the significant estimates and judgements made by the
Directors in the preparation of the parent company
financial staterments, and of whether the accounting
policies are appropriate to the Company's circumstances,
consistently applied and adequately disclosed

We planned and performed our audit so as to cbtan all
the information and explanations which we considered
necessary In order 1o provide us with sufficient evidence
to give reasonabie assurance that the parent company
financial statements and the part of the Report of the
Remuneraticn Committee 10 be audited are free from
material misstatement, whether caused by fraud or other
rregulanty or error In forming our opinion we also
evaluated the overall adequacy of the presentation of
nformation n the parent company financial statements
and the part of the Report of the Remuneration
Committee to be audited

Opinion
In our opinion

« the parent company financial statements give a true and
fair view, In accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the
Company's affars as at 30 Novemnber 2007,

= the parent company financial statements and the part of
the Report of the Remuneration Committee to be
audited have been properly prepared in accordance with
the Companies Act 1985, and

+ the nformaticn given in the Directors’ report 1s
consistent with the parent company financial statements

PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
Cambridge

28 January 2008

Company
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2006
2007 Restated
As at 30 November Note £'000 £ 000
Fixed assets
Tangihle assets 4 15 i1
Irvestiments 5 53,811 55365
53,826 55376
Current assets
Debtors amounts falling due after more than one year & 73 53
Debtors amounts falling due withun one year 6 137 600
210 653
Creditors amounts faling due within one year 7 {5,205} (7.140)
Net current habilities (4,995) (6 487)
Total assets less current habilities 48,831 48889
Creditors amounis faling due after more than one year 7 (9,536) (9.64G5)
Net assets 39,295 39,194
Capntal and reserves
Called up share capital 0 814 811
Share premium account 11 32,765 32615
Exchange reserves 1 {1,623) {1 486}
Profit and loss account 1 7,339 7254
Total shareholders’ funds 39,295 39104

The financial statements on pages 52 to 58 were approved by the Board of Directors on 28 January 2008 and were signed on

its behalf by
B D W Stocks H (A A
C P Tyler
C- 0V ls

Statement of total recognised gains and losses

2007 Res?a?&
For the year ended 30 November £ 000 £000
Profit/{loss) for the financial year 834 (2,217)
Total recognised gains/{losses) for the year 834 (2,217}
Prior year adjustment - UITF 44 88
Total recogmsed gains since last annual report 922
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Company profit for the financial year

As permitted by Section 230 of the Comparves Act 1985 no profit and loss account is presented for the holding company

The profit after lax attnbutable to the Company which has been dealt with in the accounts 15 £834 000 (2006 restated loss
of £2,217,000)

Company

Reconciiation of movements in shareholders’ funds

2007 Restated
For the year ended 30 November Naote £ 000 £ 000
Profit/(loss) for the financial year 834 (2 217}
Dividends (853) (832}

(19) (3.049)
Exchange differences 11 (137) 277)
Net proceeds from issue of ordinary share capital 1011 153 103
Share based payments 11 104 92
Net increase/{reduction) in shareholders’ funds 101 {3,131)
Opening shareholders’ funds as prewiously reported 39,106 42 281
Prior year adjustment — UITF 44 141 88 44
Opening shareholders funds as restated 39,194 42,325

Closing shareholders’ funds 39,295 39 194
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1 Summary of signihicant accounting policies

These financal statements have been prepared under the histoncal cost convention N accordance with the Companies Ack
1985 and applcable UK accounting standards A summary of the more imporiant accounting policies 1s set out below, which
have been applied on a consistent basis with the previous year, except where noted

Changes in Accounting Standards

The Company has adopted Urgent Issues Task Force (UITF) Abstract 44, “Financial Reporting Standard 20 - Group and
Treasury Share Transactions™ The parent company has granted nights over 1ts equity Instruments to the employees of
subsidiary companies in the years ended 30 Noverber 2006 and 30 November 2007 and there is a corresponding increase
recognised in the investment in subsidiary undertakings in those years {note 5) The effect of the change in accountng policy
was to reduce the profit after tax for the year ended 30 November 2007 by £52,000, recogrise a deferred tax asset of

£23 000 and increase investments in subsidiary undertakings by £26 000 An increase in the loss after tax of £48 000 an
increase in the deferred tax asset of £20,000 and an increase in Investments 1N subsidiary undertakings of £24,000 has been
reflected in the year ended 30 November 2006 As at 1 Decembxer 2005 the investments in subsichary undertakings and
deferred tax asset were increased by £28,000 and £16,000 respectively

Tangible fixed assets
Tangible fixed assets are capitahsed at cost and are depreciated by equal annual amounts over ther estmated useful ives
Annual depreciation rates are 10% to 30% for plant machinery and equipment

Impairment of assets
Assets are regularly reviewed 10 confirm therr carrying values Where the expecied realisable value 1s lower than the book
value the excess of book value 1s charged 1o the profit and loss account dunng the penad

Fixed asset investments
lnvestmenis held as fixed assets are stated at cost less provision for permanent diminution 0 valug

Turnover
Turnover comprises the invaiced value of goods and services supplied net of value added tax and other sales taxes Turnover
1s recognised when goods are despatched to the customer

Patents and trade marks
All expenditure on the registration, renewat and mantenance of patents and trade marks 1s expensed as incurred

Foreigh exchange
Assets and habiiies denominated in foreign currencies are translated into sterding at the rates of exchange nuling at the end of
the financial year

All other {foreign exchange differances are taken 1o the profit and loss account In the year i which they anse

Deferred taxation

The charge for tax 1s based on the profit for the year and takes into account tax deferred or accelerated because of timing
differences between the treatment of certain tems for accounting and tax purpeses Full provision i1s made for deferred tax
resulting from tming differences between profits computed for tax purposes and profits stated in the financial statements to
the extent that thare 1s an obhgation to pay more tax in the future as a result of the reversal of those timing differences
Deferred tax assets are recognised to the exient that they are expected 10 be recoverable, and are measured on a
non-discounted basis based on tax rafes and laws enacted at the balance sheet date :

Pensions

Pension costs for defined benefit and defined contribution schemes are charged to the profit and loss account as incurred

The Company participates in the Group’s closed defined benefit pension scheme, the Porvar ple Pension and Death Benefit
Ptan The Company includes only the cost of its contnbutions 1o the scheme in its profit and loss account for the year because
the structure of the scheme Is such that it does not enable any indwvidual group company to identify its share of the assets and
habilties of the scheme

Share based payments

The Company has appted the requrements of FRS 20, “Share based paymenis™ In accordance with the transivonal
prowisions, FRS 20 has been apphed to all grants of equity instruments after 7 November 2002 that wera unvested as of
1 January 2005

The Company 1ssues equily settled share based payments to certain employees Equiy setifed share based payments are
measured at far value at the date of grant The far value determined at the grant daie of the equity settled, share based
payments 15 expensed on a straight ne basis over the vesting penod, based on the Company’s estimate of shares that will
eventually vest The charge s then credited back to reserves

Far value 1s measured by use of a Black-Scholes model The expected life used in the model has been adjusted based on
management’s best estimate, for the effects of non-transferability, exercise restnctons, and behawvioural considerations
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2 Profit/{loss) on ordinary activilies before taxation 2006 b
C
2007 Restated a
Profit/{loss) on ordinary activities before taxation 1s stated after charging £'000 £ 000 g.
Statf costs 8
Wages and salanes 823 818
Social securly costs 83 77
Other pension costs 98 118
Share based payments 75 68
1,079 1,081
Average number of employees 7 7
Directors’ share based payments are shown in note 26 of the Group s accounts
Services provided by the Company's auditors and network firms
During the year the Company obtaned the following services from the Company’'s
auditors at costs as detaied below
Fees payable to Company auditors for audit of parent company 13 14
Tax services 41 33
54 47

In addhition to the above senices the Company's auditors acted as auditors to the Porvair plc Pension and Death Benefit Plan
The appointment of auditors 10 the Group's pension plan and the fees paid in respect of those audits are agreed by the
trustees who act ndependently from the management of the Company The aggregate fees paid to the Company's auditors for

the audit services to the pension plan during the year was £11 000 (2006 £11,000)

3 Directors’ emaluments

Detalled disclosures of Directors’ indmdual remuneration and share options are given in the Repert of the Remuneration

Committee on pages 18 to 20

4 Tangible fixed assets

Plant

machinery and
aquipment
£ 000
Cost
At 1 December 2006 98
Additions 15
Disposals 2)
At 30 November 2007 111
Depreciation
At 1 December 2006 87)
Charge for ihe year (m
Disposals 2
At 30 November 2007 (96)
Net book value
At 30 November 2007 15

At 30 November 2006

There were no capital commitments, authonsed and contracted for in the Company at 30 November 2007 (2006 £Nily
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5 Fixed asset investments

2007 2005
Restated
tnvestment in Loans to wvastment n Loans to
:urb‘::inary .-.3:33;?':2 Total m;:nbma; mdsgnbak 5 Res{?ég
iNgs ul ] il
e 000 £ 000 £ 000 %330 £ 080 £ 000
Cost
At 1 December 42 295 29,144 71,439 42 271 30104 72375
(Repayments)y/advances - {1,183) {1,183) - 308 308
Caprital contnbutions ansing from FRS 20
share based payments charge 29 - 29 24 - 24
Exchange differences - {400} (400) - (1 268) (1,268)
At 30 November 42,324 27,561 69,885 42,285 29,144 71439
Provisions
At 1 December {2,598) (13,476) (16,074) (2598) (13476} (i6,074)
At 30 November {2,598) (13,476) (16,074) (2,598) (13476) (16074)
Net book value
At 30 November 39,726 14,085 53,811 39 697 15 668 55,365
At 1 December 39,697 15,668 55,365 38,673 16,628 56,301

The capital contnbutions ansing from FRS 20 charges represent the Company granting nghts over its equity mstruments to the
employees of subsidiary undertakings Application of UITF 44 results in a corresponding increase in investments i subsidiary
undertakings The brought forward balance at 1 December 2005 includes a share based payment investment of £28,000

Details of the subsidiary undertakings are given in Note 27 of the Group accounis

6 Debtors
2006
2007 Restated
Note £ 000 000
Armounts falling due within one year
Corperation tax recoverable 108 577
Prepayments 29 23
137 600
Amounts falling due after more than one year
Deferred taxation 9 73 53
73 53
7 Creditors
2007 2006
Note £ 000 £000
Amounts fallng due within one year
Bank overdraft and other loans 8 4,638 6,047
Trade creditors 83 99
Taxabon and social secunty 59 49
Accruals and deferred income 425 945
5,205 7,140
Amounts falling due after more than one year
Bank loans 8 9,364 9 695
Retirement cbligations 172 -
9,536 9,695
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8 Bank and other loans =
2007 2006 -
£000 £ 000 o
Q
Secured multi-currency revolving credii facility of US$20 milion (2006 US$20 milkon) matunng in g
Septermber 2009 with Interest at 1 655% (2006 1 85%) above US LIBOR 8,364 8,165 Q
Secured five year amortising debt faciity of £1 5 milion {2006 £2 milion) expinng n
October 2010 with interest at 1 655% (2006 1 85%) above LIBOR 1,500 2000
Bank loans offset against cash balances in other Group compares under a Group banking
offset arrangement 4,138 5547

14,002 15742

2007 2006
£ 000 £000
Bank and other loans of the Company are repayabte as follows
Within ane year 4,638 6047
One to two years 8,864 500
Two to five years 500 9,195

14,002 165742

The maturty date of the secured mult-currency revolving credit faciity of US$20 million was extended in the year from Qctober
2008 to September 2009

At 30 Novernber 2007, the Company had £1,363,000 (2006 £1,972,000) of unutiised borrowing faciiies under the existing
bank faciity and an unutihsed £3,000,000 (2006 £3 000 000) overdraft facility
The carrying values of bank borrowings approximate 1o therr far value

The multi-currency revolving credit faciity and amortrsing debt facility are secured by fixed and floating charges against the
Groups assets

9 Prowvisions for habihties and charges
Under FRS 19 the Company prowides for deferred tax on a full provision basis Deferred tax assets in the accounts have been
provided for as follows

2006
2007 Restated
£'000 £ 000

Assets
Accelerated capital alfowances 14 17
Short term tming differences 59 36
- 73 53

There were no other unprowded deferred tax amounts at 30 November 2007 (2006 CNil)

The deferred tax assets in the table above have been included in debtors amounts faling due after more than one year
{note B)
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10 Called up share capital

2007 2006
£ 000 £ 000

Authonsed
75 000 000 ordinary shares of 2 pence each (2006 75,000,000)

1,500 1 500

Allotted, called up and fully paid
40,698,506 ordinary shares of 2 pence each (2006 40,574 586)

814 an

Shares 1ssued as fully paid
At 1 Decemnber
Issued dunng the year

40,574,586 40483011
123,920 91 575

At 30 November

40,698,506 40,574,586

Detalls of shares issued dunng the year and share ophions are disclosed in note 21 of the Group accounts

11 Reserves

Restated

Share proft and
premum Exchange loss Restated
account reserve account total
£000 £ 000 £ 000 £ 000
At 1 December 2006 as previcusly reported 32,615 (1,486) 7,166 38,295
Prior year adjustment - UITF 44 - - 88 a8
At 1 December 2006 as restated 32615 (1,486) 7.254 38,383
Premium on shares issued 150 - - 150
Deficit for the year - - {19 {19)
Exchange diferences - (137) - (137}
Share based payments - - 104 104
At 30 November 2007 32,765 {1,623) 7,339 38,481

The distnbutable reserves comprise the net amounts of the exchange reserve and the proiit and loss account
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NOTICE s hereby given that the Annual General Meeting of Porvar plc (the *“Company™ will be held at Brampton House
50 Bergen Way Kings Lynn PE30 2JG on 8 Apnl 2008 at 9 30 am for the transacuon of the following business

Ordinary business
As ordinary business to consider and 1if thought fit, to pass the following resolutions, of which numbers 1 to 7 will be proposed
as orchnary resolutons and number 8 will be proposed as a special resolution

|

{92200 4 | B S V]

To receve the Company's annual accounts far the year ended 30 November 2007 together with the Directors’ report and
the auditors report on those accounts and on the auditable part of the Report of the Remuneration Commitiee

To approve the Report of the Remuneration Committee for the year ended 30 November 2007 which is set out in the
Annual Report of the Company for the year ended 30 November 2007

To declare and approve ihe payment of a final dvidend of 1 2 pence per ordnary share
To re-elect Michael Gatenby as a Director
To re-elect Ben Stocks as a Director

To re-appoint PnicewaterhouseCoopers LLP as auditors to the Company until the conclusion of the next Annual General
Meeting of the Company and authonse the Drrectors to fix the auditors' remuneration

THAT for the purposes of section 80 Companies Act 1985 ( the Act”) (and 50 that expressions used in this resolution shall
pear the same meanings as n the said section 80)

71 the Directors be and are generally and unconditionally authonsed to exercise all powers of the Company te allot
relevant secunties up to a maximum nominal amount of £307,823 to such persons and at such times and on such
terms as ihey think proper dunng the penod expinng at the end of five years from the date of the passing of this
resolution (unless previously revoked or vaned by the Company in general meeting), and

72 the Company be and 1s hereby authonsed to make pror to the expiry of such penod any offer or agreement which
would or might require relevant secunties {0 be allotied afier the expiry of the saxd penod and the Directors may allog
relevant secunties in pursuance of any such cffer or agreement notwithstanding the expiry of the authonty given by
this resolution,

50 that all previous authonties of the Directors pursuant to the said section 80 be and are hereby revoked

THAT the Directors be and are empowared in accordance with section 95 Companies Act 1985 to sell treasury shares (as
defined in section 162 of the Act) and subject to the passing of resolution 7 set out i the Notice convening this Meeting,
make other allotments of equity secunties (and the expression “allotment of equity securties” and Iie expressions used in
this resolution shall have the mearing given to them by virtue of section 94 of the Act) for cash, pursuant 1o the authonty
conferred on them to allot relevant securities {as defined in section 80 of the Act) by that resolution, in gach case as
section 89{1) and sub-sections (1) - (8) of section 90 of the Act did not apply i0 any such sale or allotment provided that
the power conferred by this resolution shall be imited to

81 the allotment of equity secunties in connection with an 1ssue or offenng in favour of holders of equity secunties and
any other persons entitled to participate in such issue or offering (other than the Company itself in respect of any
shares held by 1t as treasury shares) where the equity secunties respectively atinbutable to the interesis of such
holders and persons are proportionate (as nearly as may be) to the respective number of equity secunties held by or
deemed 10 be held by them on the record date of such allotment subject only to such exclusions or other
arrangements as the Directors may consider necessary or expechent to deal wath fractional entiilements or legal or
practical problems under the laws or requirements of any recogrised regulatory body or stock exchange n any
territory, and

82 the allotment (otherwise than pursuant {0 paragraph 8 1 above) of equity secuntes up io an aggregate nomnal valug
not excesding £40,698 50

and this power, unless renewed shall expire at the end of five years from the date of the passing of this resolution
but shall extend to the making, before such expiry of an offer or agreement which would or might require an
allotment of equity securities to be made after such expiry and the Directors may make an allotment of equity
securities in pursuance of such offer or agreement as if the authonty conferred hereby had not expired

Special business
As special business to consider and if thought §it, to pass the following resclutions of which numbers @ and 10 will be proposed
as special resolutions and number it will be proposed as an ordinary resolution

9

THAT the Company be and 1s hereby generally and unconcditionally authonsed for the purpose of section 166 of the Act to
make market purchases (as defined in section 163 of the said Act) of ordinary shares of 2p each in the capiiat of the
Company (“ordinary shares”} prowided that

91 the maximum number of ordinary shares hereby authonsed to be purchased 1s 4,069,850

92 the minimum price (exclusive of expenses) which may be paid for such ordinary shares 1s 2p per share, being lhe
nominal amount thereof,
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93 the maximum price {exclusve of expenses) which may be pad for such ordinary shares shall be the higher of {1} the
amount egual 10 5% above the average of the middle market quotations for such shares taken from The London
Stock Exchange Darly Oficial List for the five business days immediately preceding the day on which the purchase 1s
made and (i) the prce of the last independent trade of an ordinary share and the highest current ndependent bid for
an ordinary share as denved from the London Stock Exchange Trading Systern (SETS),

94 the authonty hereby conferred shall {unless previously renewed or revoked) expire on the earlier of the end of the next
Annual General Meeting of the Company and the datle which 1s 18 months after the date on which this resolution 15
passed, and

95 the Company may make a contract to purchase s own ordinary shares under the authonty conferred by this
resolution prior to the expiry of such authonty, and such contract will or may be executed wholly or partly after the
expiry of such authonty, and the Company may make a purchase of its own ordinary shares in pursuance of any
such contract

THAT pursuant to section 9 of the Companies Act 1985 the Articles of Association of the Company be deleted in ther
entirety and the regulations contained in the document submitted to the Meeting and for the purposes of identification
signed by the Chairman, be approved and adopted as the Articles of Association of the Company m substituen for, and
to the exclusion of, the existing Articles of Association of the Company

THAT the Directors be and are hereby authorised

11 1 to establish The Porvair Long Term Share Plan 2008 (the ‘Plan”), a copy of the draft rules of which has been
produced to the Meeting and signed by the Chairman for the purpose of identification only and a summary of the .
principal terms of which 1s set out in the Notice of the Annual General Meeting and

11 2 to estabiish other share plans for employees resident or working outside the United Kingdom based on the Plan
but modified to take account of local tax, exchange control and secuniies law PROVIDED THAT
11 2 1 such other plans shall confer benefits and contain irmits so as to ensure, so far as the Drectors consider
practicable substantial equality of treatment with employees participating in the Plan, and

11 2 2 any shares 1ssued or which might be issued under such other plans are treated as couniing against the overall
imitations on the 1ssue of new shares as set out in the Plan

By order of the Board

Chnistopher Tyler, Company Secretary
28 January 2008

Notes

{n

)

1]

@)

A member entitled to attend and vote at the Meeting convened by the above Notice 1s entitled te appaint one or more
proxies to exercise all or any of the nghts of the member to attend and speak and vote in his place A proxy need not be
a member of the Company

To appoint a proxy you may use the Form of Proxy enclosed with this Notice of Annual General Meeting To be valid the
Form of Proxy, together with the power of attorney or other authonty {f any) under which it 1s signed or a notanally
certified or office copy of the same, must be deposited by 9 30 am on 7 Apnl 2008 at the offices of Capxta Registrars,
The Registry, 34 Beckenham Road, Kent BR3 4TU Completion of the Form of Proxy will not prevent you from aitending
and voung in person

Pursuant to regulation 41 of the Uncerificated Secunties Regutations 2001, only shareholders registered in the register of
members of the Company as at 930 am on 7 April 2008 shall be entitled to attend and vote at the Annual General
Meeting in respect of the number of shares registered in thexr name at such tme If the Meeting 1s adjourned, the time by
which a person must be entered on the register of members of the Company in order to have the nght to attend and vote
at the adjourned Meeting 1s 9 30 a m on the day preceding the date fixed for the adjourned Meeting Changes to the
regisier of members after the relevant times shall be disregarded in determining the nghts of any person 10 attend and
vote at the Meeting

In the case of joint holders ihe vote of the semor holder who tenders a vote whether in person or by proxy shall be
accepted to the exclusion of the votes of the other joint holders and for this purpose, serionty shall be determined by the
order in which the names stand in the register of members of the Company in respect of the relevant joint holding
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(5)

To appoint a proxy or to give or amend an Instruction to a previously apponted proxy wa lhe CREST system, the CREST
message must be received by the issuer's agent RA10 by 930 am on 7 Apnl 2008 For this purpose  the tme of receipt
will be taken to be the tme (as determined by the timestamp applied to the message by the CREST applications host)
from which the 1ssuer's agent 15 able to retnieve the message After this tirme any change of instructions 1o a proxy
apponted through CREST should be communicated to the proxy by other means CREST personal members ar other
CREST sponscred members, and those CREST members who have appointed voting service provider(s) should contact
thesr CREST sponsor or voting service provider(s) for assistance with appaining proxies via CREST For further information
on CREST procedures, imntatons and system tmings please refer to the CREST manual The Company may treat as
nvaid a proxy appontment sent by CREST in the circumstances set out in Regulation 35(5){a) of the Uncertficated
Secunties Regulations 2001 In any case your proxy form must be receved by the Company s registrars no later than
93Cam on 7 Apnl 2008

The following documents are avalable for inspecuon at the registered office of the Company, Brampton House 50 Bergen
Way, Kings Lynn, PE30 2JG, during usual business hours on any weekday (Saturdays Sundays and public holdays
excluded) from the date of ihis Notice untit the conclusion of the Annual General Meeting and will be avalable for
nspection at the place of the Annual General Meeting for at least 15 minutes prior to and durnng the Meeting

fa) comes of service contracts of the Executive Directors under which they are employed by the Company and the
letters of appointment of the Non-Executive Directors,

b} & copy of the proposed new Arucles of Asscciation of the Company, and a copy of the existing Arlicles of
Association marked to show the changes being proposed in resclution 10, and

¢} & copy of the rules of the proposed Porvarr Long Term Share Plan 2008

ltems (o) and (o) are also avalable for nspection at the offices of Travers Smith, 10 Snow Hill, Lendon EC1A 2AL dunng
normal business hours on any weekday (Saturdays Sundays and public holidays excluded) from the date of this Notice
untl the conelusion of the Annual General Meeting
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Summary of principal amendments to Porvair's Articles of Association

1 Defimtions
The following definitions are used In this summary

the New Articles the proposed new Articles of Asseciziion of the Company
the Existing Articles the existing Articles of Association of the Company,

the Company Porvarr plc

the 2006 Act the Comparies Act 2006 and

the 1985 Act the Companies Act 1985

2 Proposed amendments

A General

Specific references to the 1985 Act In the existing Articles

Where the provisions of the 1985 Act have been or will be repealed and replaced iy therr entirety by new prowvisions in the
2006 Act, references to 'the Act” (e the 1985 Act) have been updated to refer to the 2006 Act”

Extraordinary general meetings and extracrdinary resolutions

The terms ‘extraordinary general meeting’ and "extraordinary resclution are no fonger used N the 2006 Act and the refevant

provisions of the 1985 Act relating to extraordinary resolutions and meetings were repealed from 1 October 2007 References
to 'extraordinary general meetings” and “extracrdinary resolutions’ are therefore replaced in the New Articles by references to
“general meetngs” and “special resolutions”

Interpretation

There are words and expressions in the New Articles which are defined in both the 1985 Act and the 2006 Act There should
be no overlap between these definitions since the Cormmaencement Orders published by the Government make 1t clear that
such defimiions wilt apply, depencding on the context, according o whether the relevant provision of the 1985 Act or 2006 Act
is i force The New Articles therefore include wording to make this clear

B Specific changes

General meetings and notice of general meetings

The New Articles provide (in accordance with the 2006 Act} that all general meetings other than annual general meetngs
including those at which a special resclution 15 10 be proposed) may now be called by not less than 14 days’ notice

Proxy voting nghts ,
The New Articles reflect the fact that snce 1 October 2007 every proxy present at a general meeting who has been duly
appointed 1s entitled to speak and vote on a resclution on a show of hands as well as to demand and to vote on a poll

Execution of proxies

The New Articles provide that a proxy may, if the Directors from bme to tme permit, be appointed by electronic communication
{for detalls of the new provisions regarding electronic communications please see “Electronic and website communications”
balow)

Directors election, appointment and retirement by rotation
The New Articles have been amended to refer specifically to the wording of The Combined Cade on Corporate Governance
{June 2006) -

Conflicts of interest

The 2006 Act sets out drectors’ general duties which largely codify the existing taw but with some changes Under the 2006
Act, from 1 October 2008, a director must avoid a situation where he has, or can have, a direct or indirect interest that
conflicts, ar possibly may conflict with the Company’s interests The requirement 1 very broad and could apply for example,
If a director becomes a director of another company or a trustee of another organisation The 2006 Act aflows directors of
public companies 1o authonse conflicts and potential conflicts, where appropriaie where the Articles of Association contain
a provision to this effect The 2006 Act also allows the Articles of Association 1o contain other provisions for dealing with
directors' conflicts of interest to avord a breach of duty The New Articles give the Directors authonty to approve such
situations and to nclude other provisions to allow conflicts of interest ta be dealt with in & simifar way to the current provision

There are safeguards which will apply when drrectors decide whether 1o authonse a conflict or potential conflict First only
directors who have no interest n the matter being considered will be able to take the relevant decision, and secondly in taking
the decsion the Directors must act in a way they consider, i good faith, wil be most Ikely to promote the Companys
success The Directors will be able to impose mits or conditions when giving authonsation if they think this 1s appropriate

Minutes and destruction of documents

The 2006 Act requires that certain documents must be retaned by the Company for prescribed penods so that, for example,
minutes of drectors meetings and general meatings must be retained for a penod of 10 years and the New Articles provide
for this
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Electronic and website communications

Since 2000, companies were able to provide certan informaticn wa ther websites to shareholders who specifically agreed o
website publcation The 2006 Act enables companies to deem such agreement 16 have been given f a shareholder does not
respond to & request for agreement to receve iInformation via the Company s website within 28 days from the date of the
request In order to take advartage of this, shareholders alsc nead to approve a resolution to permit website communications
or the Company’s Articles musi authonse website communicaticns

The Existing Articlas did not provide for any form of electronic or website communication The New Articles therefore permit the
Company and the members to communicate with gach other by electronic communization (including website communication),
whether that be through the Company posting notices of meetings or other documnents on its website or by the Company or a
member sending or receming such notices or other documents In electronie form The definitions at the start of the New Articles
have been updated 10 reflect the substantve changes

Indemnity

The New Articles have been amended to reflect new provisions under the 2006 Act which allow the Company to indemnify
directors of pension trustee companies out of the assets of the Company against any habyity incurred by such director n
connection therewith

Exercise of members’ nights

The 2006 Act provides a statutory framewaork for indirect Investors who hold their shares through intermedianes to exercise
certain membership nghts Even f the Articles of Asscciation are not amended, members of companies whose shares are
admitted to trading on a regulated market are able to nominate anothar person to receve all nformaticn to which they are
entitted The New Articles specifically provide for a nomination process

C Deleted articles

Closing registers

The provisions of the 1885 Act which permitted the closure of a company's share register have been repealed and have not
been replaced Existing Article 51, which allowed for the closing of the Company's register of members has not therefore been
replicated in the New Aricles

Vacation of office of director

From & Aprl 2007 the relevant provisions of the 1985 Act which prevented a person from being appointed or reappeinied as
a director of a company If they had reached the age of 70 (subject to certain exceptions) and impesed a duty on a director to
disclose ther age, i over 70, have been repealed and are not being replaced The references to the relevant provisions of the
1985 Act were deleted at last year's annual general meeting however the entre article has been removed in the New Articles

Chairman’s casting vote
A casting vote 15 not permitted under the 2006 Act Existing Article 80 has not therefore been replicated in the New Articles
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Summary of the principal terms of the Porvarr Long Term Share Plan 2008 (the “Plan”)

The Plan will enable selected employees of the Company and its subsidianes (the  Group”} to be granted awards { Awards”) in
respect of ordinary shares in the capital of the Company { Shares”™) Awards are noi transferable and may only be exercised by
the participant or if a paricipant dies, his personal representaiives Benefits under the Plan are not pensionable

Administration
The operation of the Plan will be overseen by the Remuneration Commitiee of the Directors (the ' Committeg”)

Participation
Awards may be granted to any employee or Executive Director of the Group at the discretion of the Committee No Awards
may be granted after @ Apnl 2018

Form of Awards
Awards may be granted in the form of

() nil or nominal cost options to acqure Shares, or

{1} contingent nghts to acquire Shares

Awards may be satisfiad by the 1ssue of new Shares {in which case the participant will pay the nominal value of the Shares),
by Shares purchased in the market by an employees’ trust, or by the transfer of Shares out of treasury

In addition, options under the Plan may be granted either as normal options for which there are no tax advantages, or as
enterpnse management incentive awards (“EMI Awards”™), being tax-favoured Awards

Thws reflects the fact that the Company currently meets the requirements of the tax legislavon governing EMI Awards, which
enables awards ¢ be made on a tax-efficient bass for both the Company and the individual Accordingly, where possible
EMI Awards will be made to participants, rather than unapproved option Awards or contingent Awards

In the event that an EMI Award ceases to be a qualiying EMI Award for the purpeses of the relevant legistation, it will be
deemed to continue as a normal mil or nominal cost option

Grant of Awards
Awards may only be granted

() i the penod of 42 days following the approval of the Plan by shareholders

() i the penod of six weeks beginning with the fourth dealing day following the announcement of the Company’s results
for any pencd,

() within 28 days of a person first joining the Group, cr

(v) subject to the Modei Code and other relevant restrctions on dealings in Shares, at any other tme, f the Commitiee
deterrmines that exceptional circumnstances exist to justfy the Award

If regulatory or statutory restnctions prevent Awards from being granted in these periods, the Awards may be made within the
peniod of 42 days (or 28 days as the case may be) following the removal of such restrictions

No payment will be required for the grant of an Award

Indmvidual limits

The maximum number of Shares that may be awarded to a participant in any 12 month pernod will be kmited so that the
market value of such Shares on the date of grant will not normally exceed 100% of basic salary However, Awards may be
made in excess of shis imit if the Commuttee considers that exceptional circumstances exist which justify the Award In the
intal year of the scheme the Cornrittee itends to make awards to the Executive Directors over shares with a value equal to
200% of basic salary The exceptional award will be made In conjunction wath demanding performance conditions which mean
that only an exceptional performance by the Group and return for shareholders will be rewarded

Limitations on the 1ssue of New Shares

The number of new Shares 1ssued or which may be issued in respect of Awards made under the Plan or in respect of cptions
or other awards made under the Company’s other executive and employee share schemes in any penod of 10 years will not
exceed 10% of the ordinary share capital of the Company in 1ssue from time to tme

if Awards or other nghts are to be sausfied by a transfer of exsting Shares, the mits stated above will not apply Insofar as it is

necessary to ensure compliance with the guidelines 1ssued from twme to time by the Assocaton of Bnush Insurers, the percentage
lriis will apply to Awards or other nghts sausfied by the transfer of Shares out of treasury
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Vesting of Awards

Awards will not normally vest until after the end of a penod of three financial years beginning not earier than the financial year
in which the Award 1s made (the Periormance Penod™) and then only if and insofar as targets relating to the performance of
the Company (*Perforrmance Condiions”) measured over that Performance Penod have been met

The Performance Conditions which will apply to iniial Awards under the Plan are that

{a) n the financral year ending 30 November 2010 the Group must achieve earnings per share of at least 11 8 pence
per share, and

{b) provided that the condition n &} above 15 satshied then 25% of the award will vest if the peak share price n the year
to 10 Apnl 2011 15 205 pence per share for at least 20 working days and 100% of the award will vest if the peak
share price 1 245 pence or more for at least 20 working days in the year to 10 Aprl 2011 A sliding scale on a
straight line operates If the peak share price over 20 working days 1s between 205 pence and 245 pence No shares
will vast f the share pnce does not reach 205 pence in the year to 10 Apnl 2011

Qnce a Performance Candition has been satsfied a vested Award in the form of an option may be exercised at any time up 1o
the tenth anniversary of the date of grant A vested Award in the form of a contingent share award will be satsfied as soon as
practicable by the 1ssue or transfer of Shares to {or to the order of} the paricipant

Leavers

if a parbcipant leaves the Group by reason of injury, disability redundancy, retirement or the sale of the particpant s employing
business or company, he may exercise a vested option Award in full within a penod of six months following cessation of
employment and a contingent share award will be satsfied by the 1ssue or transfer of Shares 1o (or 1o the order of) the
participant as soon as prachicable

if the paricipant’s Award has not yet vested he may exercise an option Award in respect of a proportion of the Award Shares
{calcutated by reference io the extent 1o which the Perlormance Perod has then elapsed and the Performance Condition 1s
deemed 1o be satisfied at the date of cessation) within a penod of six months following cessation of employment and a
contingent share award will be sausfied by the issue or transfer of such number of Shares {calculaied on the same basis as
above) 1o (or to the order of) the participant as soon as practicable In exceptional circumstances, the Commiitee may decide
1o permit such an Award to vest in respect of additonal Shares

If the partcipant dies, his personal representatives may exercise a vested option Award in full within a penod of 12 months
following the date of death and a contngent share award will be satsfied by the 1ssue or transfer of Shares to (or to the order
of) the participant’s personal representatives as soon as practicable

If the participant's Award has not vested at the date of death, his personal representatives may exercise such Award in respect
of a proportion of the Award Shares (calculated by reference o the extent to which the Performance Penod has then elapsed
and the Performance Condition 15 deemed to be satisfied at the date of death) within a period of 12 months following the date
of death, and a contingent share award will be satsfied by the 1ssus or transfer of such number of Shares (calculated on the
same basis as above) to (or to the order of) the participant s personal representatives &s soon as practicable In exceptional
crcumstances, the Commuttee may decide to permit such an Award o be exercised i respect of addiional Shares

If the participant leaves for any other reason the Commitiee may determing the extent (f any) to which the Award may be
exercised or contingent share award Shares may be 1ssued or transferred to {or to the order of) the participant (having due
regard to the extent to which the Performance Condihion 1s hkely 1o be satisfied)

Change of control, reconstruction, winding up

In the event of a changa of control or winding up of the Company unvested Awards shall vest in respect of a proportion of the
Award Shares (calculated by reference to the extent to which the Performance Penod has then elapsed and the Performance
Conditon 1s deemed to be satisfied at the date of the change of control)

Additionally, i ihe event of a recrganisation, reconstruction, amalgarmation or demerger of the Company, the Committee may
determine that a proportion of unvested Awards shall vest, calculated on the same basis as above

In either case In exceptional circumstances, the Committee may permit a greater proportion of Shares to vest if 1 considers
this appropnate

Dividends on Award Shares

A participant may, if the Commuttee so determines, be entitled,  and when the Award Shares vest 10 receive a cash amount
(which will be subject to the deduction of ncome tax and employees’ National Insurance contributions) equal 1o the dividends
on such Shares paid dunng the penod since the date of grant of the Award or additonal Shares equal to the number of
Shares that could have been acquwed If such dividends had been re-nvested in Shares

Rights attaching to Shares
Shares allotled or transferred under the Plan will rank atongside Shares of the same class then in issue The Company wil
apply 10 the UK Listing Authonty for the histing of any newly 1ssued Shares

Adjustment of Awards

If there 1s a nghts or capitalisation 1ssue, sub-dmision censolidation, reduction or other vanation of the Company s ordinary
share capital, or a demerger or payment of a special dvidend which would otherwise matenally affect the value of an Award,
the Committee may adjust the number of Shares subject to Awards
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Amendment of the Plan

The Committee may amend the rutes of the Plan However the provisions governing ehigibility reguirements equity dilubon,
indmidual participation Imiss the basis for determining the nghts of participants to acquire Shares and the adjustments that may
be made followang a nghts 1ssue or any other vanation of capital cannot be altered to the advantage of existing or new
participanis without the prior approval of the Company s shareholders in general meeting

There 15 an excepton for amendments

()  of a minor nature to benefit the administration of the Plan

() to take account of a change in legislation ar developments N the law affecting the Plan, or

(M) 1o obian or mamtain favourable tax, exchange control or regulatory treatment for paricipants in the Plan or for any
member of the Group

Overseas plans

The Committee may at any tme, without further reference to shareholders establish further plans based on the Pian but
modified 10 take account of local securiies laws exchange controls or tax laws provided that any Shares made available
under such furiher plans are treated as counting aganst the indwidual imits and overall diution hmits under the Plans

The above summary of the prncipal terms of the Plan does not form part of the rules of the Plan and should not be taken
as affecting the interpretanon of its detaed terms and conditons The Comnuttee reserves the night up to the tme of the
forthcoming Annual General Meeting, to make such amendments and additions to the rules of the Plan as it considers
necessary or appropnate provided that any amendment does not confict i a material respect with the above surnmary



Form of Proxy

Form of Proxy for use by members of Porvair plc at the Annual General Meeting to be held at Brampton House,
50 Bergen Way, King's Lynn PE30 2JG at 930 a m on 9 Apnt 2008

I/We being a member/members of the above-named Company hereby appoint the Charman of the Meeting or

or, fabng whom the Charman of the Meeting as my/our proxy 1o attend speak and vote on my/our behalf at the Annual
General Meet:ng of the Company to be held at 9 30 am on 9 Apnl 2008 at Brampton House 50 Bergen Way Kings Lynn,
PE30 2JG {or at any adjournment therecf) I/We direct that my/our proxy will vote {or abstain from voting) on the resolutions set
out in the Notice of Annual General Meeting as indicated below

Resolutions For Against Vote
withheld

1 To recewve the Company's annual accounts and the Directors’ and Auditors’ reponts

To approve the Report of the Remuneration Committee

To declare a final dwdend of 1 2p per ordinary share

To re-elect Michae! Gatenby as a Director

To re elect Ben Stocks as a Drector

;| LW MN

To re-appoint PricewaterhouseCoopers LLP as auditors to the Company and
authonise the Directors to fix ther remuneration

7 To authonse the Directors to allot shares under section 80 Companies Act 1985

8 To disapply statutory pre-emption nghts under section 89 Companies Act 1985
{special resolution)

9 To authonse the Company to make market purchases of 1ts own ordinary shares
(special resolution)

10 To adopt new Articles of Associztion of the Company (special resolution)

11 To authorise the Directors to establish The Porvair Long Term Share Plan 2008

Please note that a ‘vote withheld' 1s not a vote in law and will not be counted In the calculaton of the votes cast for and
aganst the resolution

Please complete the details below in block capitals and sign and date where indicated

Print Name Date

Signature of sharsholder or common seal/signature of duly authonsed officer of corperate shareholder
Note If joint sharehoiders, only one jont holder need sign

Please return this Form of Proxy to Capita Registrars, The Registry, 34 Beckenham Road, Kent BR3 4TU so as to
arrive by 930 am on 7 Apnl 2008

Notes

1 Aproxy need not be a member ol the Comparty but must attend the Meetng 10 represent you You may appont as your proxy (3} person{s) of your own choce by
nserung his/ther name(s} n the space provided If no name s nserted in the space prownded the Charman will be deermed apponted as the proxy To appomt more
than one proxy addibonal forms) of proxy may be obtaned from Capxta Registrars on request

2 Measa ndicate with a ¢ross v tha appropnate box how you wish your votes to be cast In the absence of any specific diracton the proxy wall vote (or abstain from
volng) at tus or her discretion On any other business which properly comes belore the Annual General Meeting (nclucing any motion 10 amend any resolution or 30
adiourn the Meeting) tha proxy will vote or abstain at his or her discration

3 Tobevald this Form of Praxy and the power of attorney or other authonty {if any) under which «t 1s signed or a notanally certified copry of such power or authonty
must be recerved by Capta Regstrars The Registry 34 Backenham Road Kent BR3 4TU by not later than @ 30 a m on 7 Apri 2008

4 Completion and relurn of ihrs Form of Proxy wil nol prévent you from atlending and voling at the Annual General Meetng if you o wish

$ Inthe case of a corporate shareholder rus Form of Proxy should erther be executed by the Companty under saal or signed by two Drectors a Dector and the
Secrelary or a duly authonsad ofhicar or altorngy A copy 0! the witten authonty must accompany the fom of proxy

6 Inthe case of jont hokders the vole of the first narmed in the register of members of the Company wil be accepted to the exclusion of that of other jont hoiders
7 Shares he'd n unceriexd form (@ 10 CREST) may be voted through the CREST Proxy Voling Senvice n accordance with the procedures set out n the CREST markal
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29 January 2008
Preliminary announcement of 2007 resulis

2 April 2008
Ex-dvdend date for the final dwvdend on ordinary shares

4 Apnil 2008
Closure oi share register for final dwidend on ordinary shares

9 Apnl 2008
Annual General Meeting

8 May 2008
Payment of final dwidend on ordinary shares

24 June 2008
Announcement of ntenm results

September 2008
Payment of inienm dvidend on ordinary shares

30 November 2008
2008 financial year end
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