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CARBON

Dedicated to providing engineering solutions
built on advanced materials technology,

our Carbon Division utilises its unparalled
experlise in carbon, graphite, silicon carbide
and retated materials 1o serve g global
customer base. Carbon's leading edge
technolagy selutions are applied to a wide
range of products including: body armour,
petrochemical processing plants, synthetic
diamonds, windmills, cars, computers,
sholovolitaics and tailway networks,

among many others,

2?*

Carbon represents
38.0% of Group
operating profit*

JWTH MARKETS

TECHNICAL CERAMICS

. Innovative design and application

engineering, underpinned by customer

- focused research and development,

are the drivers that have kept Technical
Ceramics at the foretront of so many rapidly
developing markets. from scrofch-resistant

© coalings for MP3 players to the lates?

advances in pioneering medical technology,
we work closely with our customers

to provide engineered, moanufacturing
sofutions that add-value to the end product,
Our base materials include ceremic,

glass, precious metais, piezoeleciric

and dielectric malerials.

SIS S

e

Technical Ceramics

represents 21.8% of Group
operating profit *

GROWTH MARKETS

INSULATING CERAMICS

leader in the production of insulating
materials such as fibres and firebricks,
as well as heating vessels such as
crucibles and furnaces, Ouy continuous|
developing expertise ensures close,
long-term relationships with customers
across a range of global markets from
automotive, o iron and steel making,
the chemical processing industries,

to power generation and fire protection.

5824,,0m

Insulating Ceramics
represonts 40.2%of Group

operating protit*

GROWTH MARKETS
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QUR VISION IS TO BE ONE OF THE WORLD'S VERY
BEST ADVANCED MATERIALS COMPANIES

OUR Al IS TO CREATE LONG-TERM
SUPERIOR SHAREHOLDER VALUE

OUR STRATEGIC PRIORITIES ARE YO:

1:
FOCUS ON HIGHER GROWTH, HIGHER MARGIN,

2:
BE HIGH VALUE-ADDED
TO OUR CUSTOMERS

.................................................................................................................................

3:
BE NUMBER 1 OR 2 IN QUR

4:
HAVE A CULTURE OF OPERATIONAL
EXCELLENCE AND COST EFFICIENCY

......................................................................

QVER THE FOLLOWING PAGES WE TAKE
A LOOK AT QUR STRATEGY IN ACTION

INTRODUCTION BUSINESS REVIEW GOVERNANCE FINANCIAL STATEMENTS OTHER
Group ot a glance 16 Review of aperations 40 Directors and Executive 62 Consolidated income 107 Group statistical
1 Our strategy 30 Finoncial review Committee staotement information under
2 Ourstrategy in action 32 Risk management 42 Directors’ report 63 Consatidated balance UK GAAP
12 Chairman'’s statenent 34 Corporate responsibility 45 Corporate governance sheet 108 Group statistical
14 Chief Executive 39 Cautionary statement 50 Remuneration report 64 Consolidated statement information under
Officer’s review 60 Shareholder information of cash flows adopted IFRS
61 Report of the 65 Consolidated statement
independent auditors of recognised income

and expense
46 Notes to the financial
statements
100 Company bolance sheet

OUR STRATEGY /// THE MORGAN CRUCIBLE COMPANY PLC /// 1 |




I Bandendi e dhedie e i

FOCUS ON HIGHER GROWTH,
| HIGHER MARGIN, NON-ECONOMICALLY
CYCLICAL MARKETS

{ ENABLING A PERFECT SMILE {
Qur Technical Ceramics plant in Stourport, UK, is applying i
1 ceramic injection-moulding techniques 1o a rapidly expanding '
i market: dentelimplants. Replacement teeth have traditionally 1
i used titanium supports, whereas Technical Ceramics offers @
solution using zirkonia material that is both medically and

:+ cosmetically superior. Approved for medical implants with

i 15C 13356, we are participating in @ market currently growing by
i 15%-25% a year. In addition to this dental application. we are also ;
using ceramic injection moulding fo provide solutions in a wide
variety of demanding sectors. H

...........................................................................................................
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SUN SHINES ON RENEWABLE ENERGY ;
The rapidly increasing global nead for renewable energy
; is driving markets such as solar power fo achieve growih H
i rates in excess of 30%. Links with the silicon semiconductor
: industry helps our Carbon Division to compete effectivaly i
i in this marketplace. With strong sector expansion predicied,
! the potential for growth is significant,

' MIDDLE EAST ENJOYS THREE PRONGED SUCCESS

i Thermal Ceramics in the Middle East is targeting three areas H
» of streng end market growth: petrochemical, power generation ;
and aluminium production. Being a major producer of il
and gas, the Middle East is investing heavily in petrochemical
plants to meet the growing plastics needs of emerging
economies like China and India. Increasing local demand for
power plants, to meet the electricity need of consumers and prmememee-
industry as well as o run the region’s desalination plants, is
predicied to double the power capacity during the next gight
years. Aluminium production is also forecast fo double between
2005 and 2010.Thermal Ceramics' supply of total package and
i insulotion solutions for each of these industries places us ina
strong position to deliver continued strong growth in the region.




BEING HIGHER VALUE-ADDED
TO OUR CUSTOMERS

¢ SUPERWOOL EARNS "SUPER" STATUS

{ Our new high temperature Superwool product, the Superwool
SO7HT (SW607HT). has been significantly improved so that

it equats the strength and quality of our existing lower
tempercture Superwool 607 but can be used at much higher
ternperatures. The enhancements have been well received by
custorners resulting in SW807HT becoming the insulation material
of choice for a wide range of manufacturers in the steel. ceramics
and glass industries. Engineered to meet increasingly stringent
envircnmental regulations, SW607HT offers low biopersisiency,

: moking it environmenially fiendly, Already achieving obust,

1 profifable growth in Europe from its manufactuning base in France,
i SWBO7HT wili be rofled out to the rest of the world during 2008,

i SLIPPERY TREATMENT FOR DIRTY FINGERS

i A project that has the potential 1o be regarded as a stepchange
ior the company is currently being pursued by our Technical
Ceramics Division. it has developed hi-tech, scratch and wear
resistant coatings 1o protect biometric recognition devices.

In addition 1o providing for greatly enhanced product lifetimes.

i the coatings are slippery so that dirt and contaminants are less

i likety to adhere. The market uses refina and fingerprint recognition
i technology in commercial and for military security applications,

i such as profection from identity theft and for the policing of high
i securily sites. This is a young market that is growing rapidly.

............................................... UL S
1
H




i DEFLECTING THE FLAK

Through its investment in NP Aerospace, the Carbon Division has
! expanded its geographical spread, materials capability and

i customer base in the armour market, NP Aerospace is a major
i supplier 1o the UK Ministry of Defence for personal protection,

i both body armour and helmets, and for vehicle protection.

i The composite fechnology that NP Agrospoce has, combined
with Carbon’s ceramic technology. gives a product that can

i meet the needs for both lighter and more resilient protection

1 against ballistic threats.
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BEING NUMBER ONE OR TWO [N
QUR CHOSEN MARKET SEGMENTS

LUXEMBOURG'S SUCCESS IS SEALED

Seal faces, engineered, marketed and manufactured at our
Carbon Division's Luxembourg site enjoy a leading pesiticn in

the petrochemical market. The components, composed of carbon
graphite or sflicon carbide, are used in sealing devices for chemical i
and peftrochemical pumps and other critical equipment. High growth
in the petrechemical industry, caused by a worldwide increased
demand for petraleum based products such as fuels and plastics.
along with our ability to provide high quatity, global solutions for
global custorners, has resulted in strong levels of demand.



THE HIP BONE'S CONNECTED...

Qur Technical Cerarmics plant in the UK is a leading manufacturer
of medical implant devices, such as hip replacements. In r@esponse
to demand for increasingly stronger and thinner, long lasting,
biocompatible materials, our ongoing R&D programme has
developed an alumina malrix composite moterial called Vilox AMC.
It is expected 10 replkace metal and high purity alumina ceramics H
as the material of choice among erthopaedic specialists. Further

+ growth is forecast through prostheses for other joints, such as knees,
thumbs, ellbbows, shoulders and the spine and devices for new

! less invasive surgical techniques.

,‘

! BUILDING A NEW DELHI OFFICE FROM SCRATCH
Pankaj Mehrotra is the General Manager of our Ciria operation : :
¢ in New Delni, Indic. Two years after joining Morgan Crucible : :
i from an engineering background, Pankaj set up the New Delhi : :
i office from scratch. With support from the Thermal Ceramics : |

giobal team. Pankaj has successfully overseen the training and
development of 25 direct employees.The business continues :
o grow In the Indian market supported by the two-way flow of
knowledge and resources to ond from other Thermal Ceramics
operations around the world. H
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the workforce, the Shanghai Morgan Carben Company
has succeeded in achieving high levels of operational
excellence. Training is provided for all employees in creas
such as management, health & sofety and English.
Communication is encouraged through practices such as
1 an employee suggestion scheme and an informal manthly T R TOIItS
i meeting where employees are invited fo share their ideas

i with senicr management. These practices recently resutted
i in an improvement suggested by an employee that saved !
i two days from o nineteen day production cycle, resulting in
v reduced customer lead times and lower praduction costs.

. HAVING & CULTURE OF :
é OPERATIONAL EXCELLENCE
AND COST EFFICIENCY
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powders down 1o fwo, we have developed centres of
excellence ol our Technical Ceramics sites at Stourport and
, i Ruabon. By concentrating its capifal equipment, resources H
i and expertise, Technical Ceramics hos improved operational :
performance, enabled process innovaticn and cut energy :
e e = costs through increased efficiency. More highty-skilled teams ;
i now produce the base materials for use at multiple sites in i
i cleaner, more tightly controlled, specialist matericls production
i envircnments, tn addition, by creating recognised centres of

excellence, shionger ties have been forged with the wider
! scienfific community including universities and industry groups,
enhancing knowledge of our work ond expertise.

............................................. e ememme o memmm e mmmmmmmmmmmmmmmma et
I
i
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THE RIGHT PEQPLE

FINDING, KEEPING AND DEVELORPING

TELLING US HOWIT IS

in September 2007 we published the results of our fourth global
employee survey. This revealed improvements in mast arecs
and a skong sense of loyalty among our pecple. Whete survey
questions echoed those from previous surveys, the vast majority
of this year's responses were more positive than in the past.

In the spirit of continuous improvement, we have identified areas
where we can do even better including skills development.
communication, recognition of good work and environmental
improvernents. Global plans have been drawn up fo address
these across the Group and local plans have been created

fo improve individual sites.




An example of our desire and commitment (o develop our
people is Joe Landa. Vice President of Operations for Thermal!
Ceramics, USA and Canada. Jee participated in a business
development training programme which included Key Account
Management, He put his froining fo good effect in cultivating !
a strong partnership with a major autfomotive supplier. His work i
enabled Thermal Ceremics to mave from being simply o aw
material supplier, to providing engineered, value-added solutions.
The partnership continues to strengthen today, with global joint
develepment efforts producing new materials to meet the ever
increasing technicol demands of the industry.

ARRIVING ON TIME BY BALLOON

Sandra Ertl Financial Controller of Morgan Technical Ceramics’
Hayward plant in California, has successiully seen on fime delivery
i figures improve dromedically in just three months. Qur Technical

i Ceramics’ Distinctive Competence Training Programme motivated
________ . her ta find ways fo imp-ove significantly the plant's throughpus.

i Her enthusiasm wos irfectious and helped to drive a significant

i culture change at the plant. Sandra’s imaginative innevations
included factory-wide problem-solving feams and a teamwork
ethos inspired by, among other things, the use of red helium
ballcons at shop floor workstations to highlight time-critical jebs.
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“DURING THE COURSE OF 2007, EACH DIVISION
HAS BEEN IMPLEMENTING OQUR FIVE STRATEGIC
PRIORITIES FOR IMPROVED BUSINESS PERFORMANCE
WITH STRONG RESULTS DELIVERED”

.......................................................................................................................
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Overview

After a period of substantial change
including a bid approach during 2006,
2007 has been our first full year of
implementing the new management
team’s profitable growth strategy.
Towards the end of 2006, Mark
Robertshaw set out his vision for
Morgan Crucible to become a
worlddeading advanced materials
company. During the course of 2007,
each Division has been implementing
our five strategic priorities for improved
business performance, with strong
results already delivered.

Mark Robertshaw talks about the
performance of each Division in detail
in his staterment 5o | would like to draw
your aftention to some highlights. From
an organic perspective, the Thermal
Ceramics business has been the
stand-out performer of our Divisions in
2007 with revenue growth of ¢.11% on
a constant currency basis and with
strong improvément in both profits and
profit margins. This has been driven by
demand in emerging market
infrastructure projects in countries such
as China, India and the Gulf region.
These include large projects in the
chemical and petroleum industries
along with robust demand in iron and
steel and power generation markets.
Growth and investment in our Asian
businesses continued during 2007
leaving us well placed to capitalise

on the ongoing shift in gtobal demand
towards these dynamic, high

growth economies.

The Carben Division showed pleasing
progress overall in 2007 in both sales
and profits with particularly good
performance in the Americas and

Asia regions. The Armour business within
Carbon also had ancther goed year

in 2007 despite some one-off production
issues in the third quarter. Similarly,

our Technical Ceramics Division made
good strides in both profits and profit
margins in 2007.

Overall, one of the most encouraging
areas of progress for the Group

during the year was the continued
diversification of sales and profits away
from more economically cyclical
end-markets towards higher growth,

higher margin segmenits. Furthermore,
this positive shift in our mix through
organic means has been accelerated
by the two significant acquisitions which
we were able to announce in 2007.
Acquisitions

In August, we were pleased to
announce the acquisition of a 49%
stake in the UK-based composite
materials company NP Aerospace.
The transaction valued NP Aerospace
at £71 million and has already had a
positive earnings impact for Morgan
Crucible shareholders. NP's expertise
and strong market position in ballistic
protection with the UK Ministry of
Defence will further enhance our
Carbon Division’s expanding presence
in the defence market.

In December we were able to
announce a second acguisition for
the year: the ceramics businesses of
Carpenter Technology Corporation for
a total enterprise value of c£73 million.
These businesses have a particularty
strong presence in the attractive
aerospace and power generation
end markets and we believe will fit very
well with the process and materials
know-how of our Technical Ceramics
Division of which they will become

a part. This acquisition should be
completed by the end of March 2008.

Board and management changes

Our Senior Independent Director,

Joe MacHale, plans to step down afler
our AGM in April 2008. A Non-Executive
Director and Chairman of the Audit
Committee since December 2003,

Joe has made a substantial contribution
to Morgan Crucible. We are sad fo

see him go.

In Joe’s place, we are delighted to
welcome Andrew Given, who joined the
board in December 2007, and will chair
the Audit Cormmmittee. He is the senior
Non-Executive Director and Chairman
of the Audit Committee at VT Group plc
and brings extensive experience in
manufacturing and technology 1o the
Board. He has previously held senior
management or board positions at
Logica CMG pilc, Plessey, Nortel
Networks, Spectris plc and Spirent plc.

Mark Lejman, formerly Chief Executive
of the Carbon Division. stepped down
on 2nd January, 2008. He led the
Division between March 2004 and
January 2008, overseeing a period

of substantial change during which
time good progress was made, both
organically and through acquisition.
We thank him for his commitment
and contribution.

Dividend

Given the strong financial performance
of your Company in 2007, the Board
has proposed a final dividend of

4.5 pence per Ordinary share, an
increase of 50% on the final dividend
declared for 2006.This brings the fotal
dividend for the year to 6.75 pence per
share (2006: 4.5 pence) and reflects
the Board’s confidence in the financial
health of Morgan Crucible.

In my first full year as Chairman it has
become clear to me that excellent
people are atf the heart of all Morgan
Crucible does. We have built strong
relationships with committed suppliers,
our customers and with cur investors.
But it is the dedication and performance
of our 9,712 employees that has been
the driving force of the success of 2007.
We are passionately committed to
finding, keeping and deveioping the
right people as one of the Group’s key
strategic priorities. We have a strong
senior team, erviable market positions
and a clear strategy for the business.
Add to that the tenacity and drive of
our highly valued employees across
the Group and | believe we can lock

to the future with confidence.

Tim Stevenson
Chalrman
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"OUR VISION FOR MORGAN CRUCIBLE IS FOR
YOUR COMPANY TO BE ONE OF THE WORLD'S VERY
BEST ADVANCED MATERIALS COMPANIES”

.......................................................................................................................




| am pleased to report that Morgan
Crucible has continued to make

good progress in 2607 on our strafegic
objectives and in our financial
perfarmance. Qur revenues have
increased by 6.3% on a constant
currency basis and our operating profit
margins before one-off items* 10 12.5%
from 10.9% in 2006, Most notably,
Morgan Crucible achieved yearon-year
growth in profits before tax of 47 8%
compared to 2006. :

Highlights of 2007

All of our Divistons delivered improvements
on their operating profits before one-off
items and profit margins in 2007.

The Carbxon Division increased its
revenues by 1.4% compared to 2006

at £216.6 million (2006: £213.6 million).
On a constant currency basis,
yearorryear revenue growth was 6.3%.
Operating profit before one-off items for
the Division was up 2.4% at €34.6 million
(2006: £33.8 million) with underlying
operating profit marging increasing to
16.0% (2006: 15.8%).

Results for the Carbon Division were
particularly strong in the first half of
2007 with excellent performance from
our American and Asian businesses.
The second half was more challenging
as our armour business was impacted
by one-cff operaticnal issues in the third
quarter at one of our key customers.The
resultant stowdown in production
affected our fop line by ¢. €6 million. As
you would expect, we worked closely
with our customer to comrrect the issues
and | am pleased to report that our
Armour sales recovered significantly in
the last quarter of the year.

Our Technical Cerarmics Division has
again delivered an improvement

in underlying operating profit which

was up 17.1% at £19.9 millicn (2006:
£17.0 million). Underlying operating profit
margins improved to 13.0% (2006: 10.5%).
This yearonyear improvement in profit
was delivered despite lower 2007
revenues, which were held back by a
maijor product line with a large US
custorner coming to the end of its
lifecycle. As a result, on a reported basis,
year-onyear revenues were down 6.1%
compared to 2006 and only 2.3% on ¢
censtant currency basis. However, as we
enter 2008 the order books in Technical
Ceramics are particularly strong and we
expect a return to the robust levels of fop
line growth we have been delivering in
previous years.

The stand-out performer of cur Divisions
in 2007 was Insulating Ceramics which
had an extremely good year, delivering

a revenue increase of 7.4% at

£324.0 million (2006: £301.7 million).

On a constant currency basis,
year-on-year revenue growth was 10.6%.
Operating profits before one-off iterns
grew by 31.2% o £36.6 million (2006:
£27.9 million) with operating profit
marging befare one-off iters increasing
to 11.3% (2006:9.2%). All regions
performed well but it was especially
pleasing to see strong growth in Europe,
driven by large project orders from
regional customers for delivery fo the
Middle East and Asian markets,
particularly for aluminium, petrochemical
and iron & steel projects. As we said in
our frading update in December, 2007
was characterised by a number of
large one-off project orders. As a result,
we would expect the level of revenue
growth in Insulating Ceramics to be

-more in the 56% p.a. range going

forward rather than the double digit
levels achieved in 2007,

QOver and above the strong organic profit
progression noted above, we announced
two significant acquisitions for ihe Group.
The first saw Morgan Crucible acquire
an initicl 49% stake in NP Aerospace for
c. 241 million, including £36 million of

a shareholder loan.There is an agreed
mechanism in place whereby we will
move to 70% ownership in 2017 and
through to 100% ownership in the

three years thereafter.

We announced the second major
acquisition in December which will

see Certech and Carpenter Advanced
Ceramics join our Technical Ceramics
Division.The: businesses are being
bought from Carpenter Technology
Corporation of the US for ¢. €73 million
with a fargeted completion date of
the end of the first quarter,

We will talk in greater length about both
of these acquisitions in the Divisional
reviews, but both are very well aligned
o the Group’s strafegic objective of
moving towards higher margin, non
economically cyclical end markets.

Our balance sheet activity was not

just confined fo acquisitions. We also
invested £46.9 million in our ongoing
share buyback programme in 2007,
Going forward, our plan is o continue

to use buybacks selectively as part of
our managment of the Group’s balance
sheet. We are aiming for an efficient,

but prudent, level of gearing of around
2 to 2.5 times net debt** to EBITDA.

A major priority for me, as Chief Executive,
is to continue fo develop and enhance
the senior management tearm of Morgan
Crucible.To this end, we recruited

Tim Hayter to lead the Thermal Ceramics

business in March 2007. As you will see
from the strong Insulating Ceramics
results that we have reported., of which
Thermal Ceramics is a significant part,
Tim has had a highly successful first
year in his new rale.

The Chairman has also mentioned in
his summary the change in leadership
in our Carbon Division. | would like to add
my personal thanks to Mark Lejman for
his efforts and commitment in leading
the Carbbon Division since March 2004.
Mark has been succeeded by Don Klas,
who previously was head of the Carbon
Americas Division which accounts

for welt over half of the Division's profits,
Don has over fwenty seven years
experience in the Carbon Division and

| am sure that he will make a significant
contiibution to the development and
success of the business.

Looking forward

Our vision for Morgan Crucible is for your
Company to be one of the world’s very
best advanced materials companies.
Af the beginning of ihis Report and
Accounts we have illustrated our five
strategic priorities, with case studies
from around the Group. | hope that you
find them interesting and informative.
Quir strategic priorities are all formulated
with one objective in mind: to create
long-ferm superior shareholder value.

As you are well aware, the global
economic envirenment is much more
challenging now than it has been in
recent years. We anticipate cost inflation
pressures and demand uncertainties

in a number of our markets. However,
although we are not immune to the
economic cycle, we believe that
Morgan Crucible is now better placed
to weather industrial downturns than it
was in the past. In 2008 we will continue
o work fowards our goal of achieving
micHeen operating margins in good
times and remaining above double
digits in bad times.

In myy first full yvear of being Chief Executive
Officer | am pleased to report that your
Company is in robust inancial hecalth
and is well placed fo continue its

positive momentum.

Mark Robertshaw
Chief Executive Officer

*defined as operating profit before costs of
restructuring and net legal costs recovered
assccioted with setlerment of anti-trust litigation,
gain on curtailment of UK employee benefit
schemes. terminated bid approach costs

and gain/loss on disposcal of property.

** defined as interest bearing loens and
borrowing. ank overdrafts less cash
and oiher cash equivalents.
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Overview

The Carbon Division provides engineered
solutions built on advanced matericls
technology, utilising its expertise in the
processing and applications of cartbon.
graphite, silicon carbide, oxide ceramics
and other related materials to serve

a global customer base.

Our leading-edge fechnology solutions
and broad materials portfolic enable
us fo engineer numerous products

and to serve a variety of markets from
brushes for motors; body armour for
the defence industry; graphite powder
for the synthetic diamond sector: seals
and bearing solutions for the chemical
processing and fluid handling industries;
graphite soft felt insulation for the

solar power sector and for the high
ternperature processing industries:

and a variety of components for the
gerospace, semiconductor processing
and space exploration markets.

around the world, our Carboen Division
has over 35 manufacturing facilities in
five continents.

In 2007 revenues were £216.6 million,
of which 31.0% was from Europe, 50.5%
from the Americas and 18.5% from the
rest of the world.

2007 financial performance

Operating profit
before one-off items

Operdting profit margin
before one-off items 160% 158%

The financial performance of the
Carbon Division in 2007 reflects the
ongoing improvernent we have made
to the business. Revenue growth of
1.4% (6.3% at constant currency) and
further improvement in the underlying
operating profit margin has been
achieved. There was strong growth

in a number of areas, most notably in
our high temperature furnace product
range and across the Asia region.

Our Americas’ business enjoyed good
growth from new product development
and new market development. In our
armour business there was good
yearonyear growth, and the armour
market in terms of both personnel and
vehicle protection contfinues to offer
good prospects for 2008 and beyond.

In our European business we have seen
good growth in certain geographies
and in some niche markets. For example,
our Turkey/Middle East and East
Europedan businesses have expanded
in terms of spread, capability and
capacity and have delivered goed
sales growth. OQur German-based rotary
business has also had another year

of strong growth and has established

a presence in the rapidly expanding
military market.

We have installed armour manufacturing
capability and capacity in a UK site,
giving us a base from which to
expand further in this growing market.
This capability complements the
investment that was made during 2007
in NP Aerospace. NP Aerospace has

a strong position with the UK Ministry

of Defence across a range of products.
The market for our traditional European
businesses in the electrical brush and
seals and bearings markets remains
relatively lat and highly competitive.

In Asia, almost all of our businesses
have shown excellent, offen double
digit. growth.The Chinese businesses
have taken advantage of the strong
domestic market and have benefited
from our significant investment in
both manufacturing capacity and
capability to ensure that this growth
can be mainfained.




in material science o improve the performance of the power
transfer slip ring systems used in wind generators.The product can
withstand adverse weother conditions. including the high humidity
and salt corrosive atmospheres of offshore wind farms and the

ow humidity atmospheres of high alfitude.
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¢ Ine Carpon Division sirives 1o meet

IN ASIA, ALMOST ALL OF
OUR BUSINESSES HAVE SHOWN
EXCELLENT, OFTEN DOUBLE
DIGIT REVENUE GROWTH.

! 360" SUCCESS FOR ROTARY TRANSFER SYSTEMS
Morgan Carbon in Antweiter, Germany,

{ is expenencing high growth with ifs world-

1 leoding rotary transfer systems. The systems

i transfer current. power or data to rotating

i parts.The technology has many applications,

i wind power markets. Exploiting the Carbon

i Division’s wide geogrophical reach, the

i business has delivered double-digit annual

i revenue growth and we believe it is positioned
for fulure positive mormentum.

i parhcularly in the industrial, military and i--

EERRRRNEET!
IEERRREN [

r
]

i foday's demanding challenges. providing

advanced materials solutions across a
broad range of industries. For example,
by working closely with major diarmond
manufacturers, we have produced
graphite and diamond technology

that helps improve efficiency in the
extraction of cil and gas. Products which
help enhance sustainability are a major
area of focus. Carbon has been a
supplier of carbon-based solutions

fo fuel cell companies for more than

20 years and has played o major role

in industry milestones. As photovoligic
devices are increasingly utilised to
provide solar energy, our sfrong links

into the silicon semiconductor industry
are facilitating development of new
materials to improve production
efficiencies in both silicon and thin film
solar cell manufacturing. We are also af
the heart of many electronic innovations
shaping foday’s world meaning that you
will find our products in the advanced
sermiconductor manufacturing process
like ion implantation, epitaxy (MOCVD
and MBE) and compound crystal
growth.To help protect the civil defence
and military forces that face danger

on a daily basis, Carbon has developed
advanced ceramic solutions that match
specific ballistic requirements to a variety
of advanced materials for armouring
people. vehicles and aircraft.

The markets served by our Carbon
Division include:

Electrical industrial and traction

The Carbon Divison is a leading supplier
of component solutions to the rail and
mass fransit industry and industricl
markets. We provide products and
solutions for motors and collector
systems. We use our core technology
portfolio and a global network providing
regional support to supply electrical
current transfer systems from carbon
brushes through to collectors and rotary
current transfer products, serving both
original equipment manufacturers

and the aftermarket.

Fluid handling

We supply carbon and silicon carbide
components for the seals and bearings
which are critical to the pumps

and compressors used in many fluid
handiing industries such as chemical,
oil and gas and food processing.

With a wide and continuadlly expanding
range of carlbon and silicon carbide
materials, Morgan Crucible is a globally
recognised provider of seal faces,
bearings, rotors, vanes and other
technical solutions required for a

large variety of applications.




! ENDURING APPEAL OF THE CARBON BRUSH

i The graphite carbon brush, grade 634, is an

i enduring success story for Morgan Crucible.
i For more than 50 years it has maintained

i g leading position in the power generation

! industry. Unique qualities, such as the ability

' to run ot surface speeds as high as 140mph,
{ have made it the brush of choice for OEMs

i (Original Equipment Manufacturers). The raw
¢ materials are produced in Fostorio, Ohio, and
the finished brush is manufactured at multiple
; Morgan Crucible sites globally. The material

i and our brush designs continue 1o be

: optimised in order to maintain their strong

} posifion and enduring appeal.

. ]
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2007 WAS ANOTHER
YEAR OF IMPROVEMENT
INTHE PERFORMANCE
OF THE DIVISION

Defence

We provide critical protective
components for the world'’s marine,
surface and air defence, from nuclear
submarines and aircraft carriers,
tactical and strategic ground vehicles
and weapon systems, to fixed and
rofor winged aircraft. In each case,
the distinctive characteristics of our
advanced materials provide a special
solution to a design need. With our
range of oxide and non-oxide ceramic
technology solutions for vehicle and
body armour applications, we strive
to deliver the best possible protection
against new and emerging threats.

Diamond synthesis

We are the leading supplier of highly
engineered graphite powder used in

the manufacture of synthetic diamonds.
Strong construction and oil driling sectors
mean that demand continues to be
robust. We have invested in developing
fechnologies that help our customers

to achieve high yields and to improve
productivity and product quality.

Aerospace

We play an important role in the world's
cerospace industry, from commercial
airliners and military aircraft to the NASA
Space Shuttle. Critical compeonents are
manufactured of carbon and graphite
rmaterials for a range of demanding
applications. including jet engine main
shaft bearing seals, electrical brushes
for alternators and generators, bearings
for fuel pumps, and high temperature
carbon fabrics for insulating systems.

High temperature insulation

We are a world leader in the manufacture
and application of thermal management
products, spanning carbon and graphite
felt and cloth and machined graphite
componeants. Our product portfolio
includes all graphite relafed components
required for demanding applications
such as solar, semiconductor, vacuum
furnace, high purity fused silica glass,
and automotive and aerospace
component manufacturing. Our industry
leading purification process ensures
high fechnology applications achieve
extrernely high purity levels.

____________________________________________________________

Electronics

As integrated circuit manufacturers
strive to make their chips faster, smaller
and less expensive, semiconductor
processing equipment companies
have become more dependent on
advanced materials to achieve the
desired performance. Advanced carbon
material fechnology is key within the
process chambers that process silicon
wofers. The readmap for advanced
rmaterials is changing, as the required
chip performance increases so does
the process temperatures and purity
requirements. We now offer state-of-
the-art purification capability and

are working with leading equipment
OEM’s to develop and incorporate
new materials that will allow them

to meet the future needs of the
semiconductor industry.

Outlook

The Carbon Division continues fo deliver
good results from its traditional core
markets and is now also seeing the
benefit from investment in new business
areas. Our investment in a broader
materials porifolio has enabled us to
enter new markets and much of our
recent and planned capital expenditure
will allow us to further increase our
capability and capacity in these new,
high growth areas such as armour

and high tfemperature materials.

We will continue fo refine our
rnanufacturing footprint, whilst
leveraging low cost manufacturing
opportunities and will ensure that
we are well positioned in the high
growth areas.

2007 was another year of improvement
in the performance of the Division,

and was aiso a year in which investment
was made fo build our capability 1o
support profifable growth initiatives
going forward.
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Morgan Carbon in Sydney, Austialia, has strengthened its leading |
market position in supplying bespoke carbon brush products to

i suburban rail systerns, Wholly customer-focused in our approach,

i we succeeded in reducing our customer’s motor failures by :
! 60% over a 12 month period. Due to the improved relability :
i and reduced maintenance costs, we were awarded a long

i term agreement for the ongoing supply of the product.
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to cutting-edge technology company, Ulireo, whose ultrasenic
toothbrush has been embraced by consumers. Our Ohio
plant provides the piezoceramic component that generates
a sonic signal in the tocthbrush. This forms pulsating bubbles
in the toothpaste and has been clinically proven to remove
hardoreach plagque. improve gum health and reduce stains.
Technical Ceramics worked on the prototype with Ulireo is
now producing a “designed for manufacture” solution with

i a highly promising future,




from 10.5% 1o 13.0% driven by a positive
product mix shift towards higher margin,
higher value added end markets.

The Division’s revenues decreased 6,1%
to £152.6 miltion in 2007 (down 2.3% on
a constant curency basis) dueto a
large US customer coming fo the end of

QOverview

engineering. underpinnad by customer
focused research and development,

our Technical Ceramics Division makes
an extensive range of industrial ceramics

.................................. Ammmmmmmmmmmmmmceeemeeeee——————n

! PROTECTING PACEMAKERS

i Driven by demands for increasingly sophisticated
. medical implants, Morgan Technica! Ceramics

i af New Bedford in Maossachusetts. USA. has

i succeeded in adding value fo its already

i successtul “feedthroughs” by including purpose-
i built capacitors. Feed-throughs are components
i used in medical devices implanted in the

+ body for the delivery of drugs or electrical

i stimulation (for pacemakers, defibriliators and

i neurostimulctors). Capacitors are used to filker

! out electro-magnetic inferference (from products

products. These include medical
implants, the power fubes used in
qirport security scanning devices and

aerospace components manufactured

from ceramics, glass, precious metals,
piezoelectric and dieleciric materials.

Most of our output is bespoke.

We offer full technical support and
advice to customers throughout their
product development cycle and

we work closely with them to provide
engineering solutions that add value
to the end product.

Divisional structure

OurTechnical Ceramics Division
operates worldwide, providing
value-added differentiated solutions
for our customers through consistent
focus on applications engineering,
research and development, design.
and quality.

The Division has 15 manutacturing
sites across the USA, UK, Germany and

its product lifecycle.

Globally, the industriat equipment,
medical, aerospace and electronics
segments continued to show good
growth. US markets remained healthy
and our European business also
saw strong performance, particularly
in laser and power tube products

for cormmunications and security
eguipment. In Asia the additional
capacity recently installed fo meet
demand for the thermal processing
rmarket is now fully utilised and we
anticipate further expansion as

a result.

Products

The Division uses materials science
and applications engineering to
make products from a wide range
of ceramic materials with properties
failored for use in a diverse range
of markets. These include:

' such as mobile phones and neon lights) that

1 could otherwise affect the implont. By developing
i feedhroughs with capacitors, we have increcsed
! soles and are maintaining our leadership in

» Braze alloys for aero engine build

China and employs some 2,000 people. and repair

Europe accounted for 48.5% of the

2007 divisional revenue of £152.6 million,
47.5% was from the Americas, and 4.0%
from the rest of the world.

+ Ceramic components and
sub-assemblies for aero-engine
monitoring and control equipment.

2007 financial performance + Components and sub-assemblies
""""""""""""" ¥ forabroad range of medical

’ applcations, primarily implantable
devices, prosthetics and surgical
and diagnostic equiprment.

- Components and sulb-assemblies
used in wafer handling and
processing chambers, serving
both semiconductor processing
eguipment manufacturers and
wafer fabrication plants.

i market whete feed-throughs with capacitors are
i expected fo become the indusiry standard,

2007 2006 {decreasa)

Cperating profit
before one-off items £19.9m £17.0m 171

Operating profit margin
before one-off items

13.0% 10.5%

As in 2006. the Division had a particularly

! strong first haif, followed by good

) underlying trading in the second
"""""""""""""""""""""""""""""""""""" hailf, making further progress fowards
mid-teen operating profit margins.
Operating profit befare one-off items rose
by 17.1% to £19.92 million and underlying
operating profit margins increased

THE DIVISION HAS 15
MANUFACTURING SITES
ACROSS THE USA, UK,
GERMANY AND CHINA.




FUEL-LEVEL SENSORS TAKE TO THE SKY :
Morgan Technical Ceramics in Southampton,
UK. has proved we con add significant value !
fo our customers by taking on increased H
manutacturing respeonsibilities. Previously a supplier !
of piezoelectric ceramic sub~assembly units for :
aircroft fueHavel sensors, we now provide the
entire unit which forms part of the fuel system ;

of Boeing 777 aircraft. With applications
engineering and manufacturing fechniques
that are second 1o none, Technicat Cenarnics
fook over the process quickly and seamilessly,
further strenglhéning our relationship

with our customer.

.................................. Y |
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{1he markets served by our lechnical
Ceramics Division include:

Aerospace

We serve the new-build and oftermarket
in both the commercial and military
aerospace sectors, as a tier 2 supplier
to the major manufacturers and

as a suppiler to MRO (maintenance,
repair and overhaul) companies.
Increased demand in passenger and
cargo traffic is driving the conmmmercial
market, resulting in growth in new builds
for single-aisle, twin-aisle, large cargo
aircraft and regional jets.

Medical

Longterm durability, biocornpatibility
and specific mechanical and electical
properties make cerarmic materials ideal
for a range of medical applications.

An ageing population and a desire

to employ non-invasive surgical
technigues have meant that this sector
has a need for ever smaller, yet more
complex components.

We have an extensive portfolio of
materials combined with innovative
processing techniques such as
ceramic injection moulding, engineered
coatings and ceramic-metal

assembly that are enabling medical
equipment manufacturers to address
these opportunities.

Electronics

We supply niche applications within
the electronics market where our
products are differentiated by their
superior material and/or dimensicnal
characteristics. Markets for components
and sub-assemblies include
tfelecommunications, lasers and
optoelectronics and [T hardware.

i FUTURE-PROOFING WITH EVA

i Slep change projects can create rapid i
i improvement in financial performance., ;
“Project EVA" is one such project with the goal ;
of improving business efficiency while reducing
fixed cests. Technical Ceramics in Stourport

has succeeded in achieving ihis through

the saile of surplus land. the 78 year-old site

is being modernised through reirvestment.
The smaller site footprint reduces daily running
costs, while investment in the factory enables
feaner manufacturing in dedicated areas and
effective introduction of new fechnologies.

i "Project EVA"is on track for completion in 2008,

a reorganisation of the site. Using funds from .
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become smaller and more affordable
to users. Applications include cosmetic
surgery. derdistry, product marking

and spectroscopy. A major driver of the
optoelectronics market is the demand
for surveillance equipment in military
and commercial applications.

Within the IT hardware market,

demand for data storage has increased
dramatically as more people are using
horne PCs for music, pictures and videos,
and advances in technology create
options for TV recording and playback.

Outlock

Qur Technical Ceramics Division has
good potential for further revenue and
profit growth, both organically and
through acquisition. The order book
increased strongly during 2007 and
our pipeline of new business and new
product developrments remains healthy.
The business continues to focus on
customers and markets that are
themselves growing and are less
dependent on the general economic
cycle, such as medical, aerospace,
and specialist electronic equipment
such as scanners.

In December 2007 we announced that
we intend to gcguire the Technical
Ceramics businesses of Carpenter
Technology Corporation. The transaction
is expected to close by the end of the
first quarter of 2008. These businesses are
a good strategic fit, and the enlarged
Technical Ceramics Division has
excellent prospects for revenue growth
and operating margin enhancement,
We continue to target additional bolt-on
acquisition opportunities with attractive
technology and market positions that
closely fit our strafegic priorities.




PSRN S

with a strong base for building her career.

wiorgan 1eChntCal Leramics In oiourport is
working with graoduate trainee, Emma Gill,

on a preject to develop tilgnium metal
injection moulding technology for bicmedical
applications. In addition o her work with us,
Emma is researching fitanium metal injection
moulding iechnology for a Materials Science
and Engineering PhD at the University of
Sheffield, Emma’s links with the university and H
Morgan Crucible are further enhanced by her |

associate status in the Knowledge Transfer
Partnership programme which provides Emma
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i tesistant coatings for plastic parts that offer promising growth

i potenticl. The coatings can protect screens. displays. coses and !
i battery covers of handheld consumer electionics. The potenticl :
market is large and includes mobile phones, MP3 players and :
! portable goming stations. With customers’ development i
! programmes progressing well, Technical Ceramics plan to i
i target this new market segment in 2008. :




OUR EUROPEAN
BUSINESS BENEFITED FROM
A LARGE INCREASE IN ORDERS
FOR PETROCHEMICAL AND STEEL
PROJECTS INTHE GROWTH
ECONOMIES OF INDIA,
THE MIDDLE EAST AND CHINA.

Our Insulating Ceramics Division designs
and manufactures a wide variety of
heat insulation products and is a world
leader in insulation and refractory

technology, fires, insulating firebricks.

castables and crucibles.

Our confinuously developing expertise
builds close long-term customer
relationships. We provide engineering
solutions to global markets which
include steel making, petrochemical,
automotive forging and aluminium
production, as well as a range of
technical solutions for the fields of
emission control, energy saving and
fire protection. Our worldHeading
Superwool™ range of insulating fibre is
used in many applications ranging from
automaotive equipment solutions and
power plants o domestic appliances.

Divisional structure

The Insulating Ceramics Division
comprises fwo business units: Thermal
Ceramics and Molten Metal Systems,
Thermal Ceramics' revenue for 2007 was
£291.9 million (2006: £271.2 milion) and
Molten Metal Systems was £32.1 million
(2006: £30.5 million).

The Division employs some 3,900 people
and has 37 manufacturing sites.

During 2007, the Division has continued
to implement its strategy of geographical
expansion inte dynamic emerging
market economies. European operations
accounted for 43.1% of the 2007
divisional revenue, 33.9% was from the
Americas, and 23.0% was from the rest

of the world.

2007 financlal performance

x

W07 2006 incrocsa
Revenue £324.0m £301.7m 7.4
Operating profit

betfore one-off items £36.6m 5£27.9m 31.2

Operfing profit margin
before one-off items 11.3% Q2%
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The revenue of the Insulating Ceramics
Division rose 7.4% to £324.0 million,

and at constant currency by 10.6%.
Although raw material and energy price
increases continued from previous
years, there was a strong focus on
implementing sales price rises to

help counter this. When combined

with increased volumes and energy
efficiency, this led to a rise in underlying
operating profit margins from 9.2% to
11.3%. Operating profit before one-off
items was up 31.2% to £36.6 million.

Thermal Ceramics

Qur European business benefited

from a large increase in orders for
petrochemical and steel projects

in the growth economies of Indig,
Middle East and China. In most

cases these projects were designed
and specified by Western engineering
companies who demanded quality
branded products to be utilised in their
designs. Latin America grew successfully
in the fire protection, petrochemical
and copper end markets, while our
North American operations showed
strong top and bottom line growth in
their core businesses. Asian demand
grew ahead of expectations, with
further investment planned for the
region in order to meet our growih
objectives for the Division.

During 2007, we findlised the expansion
of our newest insulatfing fibre plant in
Gujarat, Indic. We continued to expand
our readiness for the growth of the

full range of branded Superwool
products, ready to take advantage

of increasing energy awareness in

the global market. The redevelopment
of the UK manufacturing site is well
underway with the new R&D centre
being fully operational by early
2008.This major investrment will

further enhance our ability to

establish long-term alliances and
partnerships with major customers

in our target industries.




THE OUTLOOK FOR THERMAL
CERAMICS REMAINS POSITIVE,
WITH DEMAND FOR HEAT
MANAGEMENT AND INSULATING
PRODUCTS INCREASING.

! NEW MMS SITE IN SHANGHAI :
{ Morgan Molten Metal Systems (MS)

: is the world leader in foundry crucibles and

i the leading impaorter info the Chinese marke:.
i The Chinese market is developing quickly

b with metal casters looking for technicaily
sophisticated products designed o Improve

: energy efficiency and casting quality. To meet
i this increasing demand MMS is investing

i in a new green-field manutacturing plant in

i China. Currently under construction, the plant
i in Suzhou. neor Shanghol. is due to open in

i the third quarter of 2008 and will utilise the

i latest materials and production technology.

kevenues In Our Miotien MOl oysiems
("MMS™) business rose 5.2% in 2007,
(6.7% increase on a constant curency
basis) partly as a result of sirong frading
conditions in Asia and partly due

to some distributor stock building in
anticipation of the closure of the UK
manufacturing operation in April 2008.
Operating profits before one-off items
increased by 21.9% as tight control

of fixed costs more than offset rising
material and energy costs and
deteriorating currency exchange rates.
Expansion of our preduction facilities in
India and in Germany is well advanced
and will be ready fo absoro additional
production when the UK facility ceases
manufacturing. Construction has also
commenced at our new facility in
Suzhou, China which should begin
production during the iatter part of 2008.

Products

Thermal Ceramics

The Division designs, manufactures and
installs engineered heat management
solutions worldwide and is a world
leader in insulation and refractery
technology. These solutions are used

by our clients to dramatically reduce
energy consumption in their processes
and in many applications to help
minimise emissions. Key products

and brands include:

+ Insulating fibre: in bulk or in blanket
form for a variety of manufacturing
applications.

* Insulating firebrick: in straight or
slab form, in stfandard or custom-
designed shapes.

+ Monolithics: include insulating.
general purpose and special duty
dense castables.

Molten Metal Systems

MMS has a leading position in the supply
of crucibles and also manufactures

and services furnaces for melting and
holding metals and alloys. MMS also
offers a range of foundry products

and equipment used for crucibte lifting,
ingot loading and molien metal
management and control.

LU Insuiaiing LL.eramics LIVISIon wargeis
the following key markets:

Iron and steel

We supply heat managemenit solutions
to steel making and downstream
processes, both direct to steel producers
and through major contraciors.

Our solutions help customers o improve
operational efficiencies and achieve
cost savings. Our customers include

20 of the top steel producers and the
market outlook is driven by capacity
expansion and technical upgrades.

Aluminium

Reducing heat loss and improving heat
confainment is a major opportunity for
aluminium producers 1o improve energy
and production efficiency. We service
both the primary and secondary
aluminium sectors. In addition to our
products which help improve furnace
design and performance, Superwool
consumables further enhance

energy efficiency and performance.
Further market growth is forecast for the
Middle East, driven by the avaitability

of power from natural gas supplies.

Transportation

We supply custom engineered heat
management, noise reduction, filtration
and friction solutions to the automotive,
aerospace, motorcycle and truck and
bus sectors.The increasing use of diesel
engines has provided growth in the
turbocharger business, particularly in
the truck market whilst new emissions
control standards, particularly for heavy
trucks, are driving growth in the
requirement for heat management in
catalytic converters. In the aerospace
sector increasing demand for passenger
and freight tfransport is increasing the
recuuirerment for consumable products
for the production of aero engine blades
and insulation. We also supply crucibles
and foundry consumables to the
automotive sector which is making
increased use of components cast from
miclten aluminium alloys with, for example,
increasing fitment rates of alloy wheels.




! PROVIDING INSULATION FOR THE DRAGON'S FIRE

i Focusing on value-added by offering global

1 sourcing. reliable manutaciure, excellent

service records. exceptional, liable quality

and competitive rates has resulted in Thermal
Ceramics UK achieving approved supplier status
with & major long-term customer. The Division has
been awarded a £1.2 million contract for the
supply of insulated fire bricks for use in the
construction of Siemen VAl's new blast furnace
for Dragon Steel in Taiwan. The contract includes
supplying standard insulating fire bricks from
Yixing in China and specialist cut ond shaped
insulating fire bricks from Thermal Ceramics’
state-of-the-art manutacturing facility in

i Casdlpusterengoe, laly.

i
H
i
H

Petrochemical

Our heat management solutions for the
petrochemical sector include products
with high temperature performance
and resistance to mechanical stress.
Superior insulation enables customers
to reduce fuel consumpition, increasing
their production and environmental
efficiencies. We also offer value added
services such as inspection reports using
infrared imaging fo highlight energy
ioss. This market has been strong
especially in the Middle East, Indig,
China and Egstern Europe.

Ceramics

Our lightweight insulating products help
reduce energy usage and contribute

fo increased operational efiiciency

in the ceramics industry. We serve

the industry globally, designing and
engineering solutions in Germany and
italy and supplying materials from our
manufacturing facilities across the world
according to customer requirements.

Power generation

Our solutions for power generation
applications help conserve energy
and increase operational efficiency.
We provide engineered solutions

to boilermakers as well as specialist
products such as abrasion resistant
and high strength castables.

The power market saw increased
activity through 2007 especially in
the heat recovery steam generation
projects which use gas as their main
fuel in particular the Middle East
markets remain strong. We anticipate
further growth opportunities.

Fire protection

Our FireMaster products are used
worldwide to protect people and
structures against fire.The growing
market opportunity in fire protection
for offshore and petrochemical facilities
is being addressed through marketing
partnerships to offer customers

a package of aligned products.

The luxury marine industry is growing
and the use of fire retardant paint is
increasing. both of which use the
Superwool brand of fibres.

Precious metal processing

We provide crucibles and other foundry
consumables to the precious metal
refining, rectamation and manufacturing
sectors. High levels of demand for
precious metals for use in the auto-
catalyst, electronics, jewellery and

other areas has seen strong prices for

a number of precious metals, making
refining and reclamation viable from
sources that were previously uneconomic,

Cutlook

The outiock for Thermal Ceramics
remains positive, with demand for heat
management and insulating products
increasing due to the high long-term
cost of energy and to the demand

for environmentally friendiy products.
The continued developmenit of the
Superwool range of fibre products has
kept us at the forefront of the market.
In 2008 a new Superwool Plus range

of products will offer many benefits to
existing and new customers, bringing
greater thermal efficiency and less
weight for the same insulation. Sales to
energy saving and emissions control
applications will be targefed in 2008,
as customers actively pursue improved
environmental performance and
legislative controls.

The outlook for Molten Metal Systems
in 2008 is positive, particularly in Asia
where our efforts will be focused on
the establishment and expansion

of low-cost production sites fo address
growth in local demand.
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These resulfs are produced under
International Financial Reporting
Standards os adopted by the EU
{adopted IFRS). All the figures referred

to below are extracted from the financial
statements on pages 62 to 108 and
comply with adopted IFRS.

Wea make reference to operating profit
before one-off items* and operating profit
after one-off items and their respective
earnings per share (EPS).EPS is defined in
note 10 on pages 77 and 78. We believe
that eperating performance indicators
before and after one-off items provide
valuable additional information and

we use them to measure and monitor
performance.The measures of operating
profit and EPS before one-off items have
been used historically to measure the
underlying performance of the business
during the restructuring of the Group
from 2003 to 2006, In 2007 and going
forward the Group will continue to publish
this measure but will focus on operating
profit affer one-off items as this will

more accurately reflect the ongoing
performance of the Group.

*One-off iterns are shown in the Income Statement

on page 62 of the financial statements and are also
shown in the fable below.

Group revenue and operating profit

2007 2006 2007 2006
m £n £m €m

Carbon 216.6 2136 346 338
Technical Ceromics 152.6 1625 199 17.0
tnsulating Cerarmics 3240 301.7 3846 279
Unallocated costs @6y 50
Total Group belore
one-off items 693.2 6778 885 737
One-off items:
Restructuring costs and
costs associated with prior
pericd antirust litigation (9.0) (27.7)
Gain on curtailment of UK
employee benefit scheme - 10
Costs of terminated
bid approach - (20
({Loss}/profit on disposal
of property (0.2) 03
Total one-off items (%:2) (18.5)

Total Group after
ono-off items

Group revenue was £693.2 million (2006:
£677.8 milior). On a constant currency
basis, revenue increased by 6.3% over
the previous year.

Group operating profit margins before
one-off iterns continued to show strong
progress to 12.5% from 10.9%. driven by
improved pricing, operational efficiencies
and coentinued growth in higher margin
businesses.The operating profit before
one-off items at £86.5 million represented
a 24.8% increase over the prior year on g
constant currency basis and all divisions
contributed 1o this strong performance.
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Group operating profit after one-oft
items increased by 40.0% to £77.3 million
(2006: £55.2 million), with operating profit
margins affer one-off ifems increasing
from 8.1% 10 11.2%.

The table below highlights the half-yearly
improvement that we have made

since 2006 with the second half of 2007
showing a 12.6% operating profit margin
before one-off items.

Continuing Group results
(actual currency rates used)

Isthait 2ndhalt 1st hall 2nd hot
£m £m em m

Revenue 347.8 345.4 3363 3415
Operating profit

before one-off items 43,1 434 357 380
Operating profit

margin before

one-off items 12.4% 12.6% 10.6% 11.1%

The continuing rationalisation and
restructuring of our manufacturing
footprint cost £9.8 million in 2007

{2006: £23.9 million) and net legal costs
recovered associated with the sefflement
of prior period anti-trust litigation were
£0.8 million (2006: a cost of £3.8 million).

The net finance charge was £5.5 million
(2006: £3.4 million). This net finance
charge was comprised of two elements.
The first was net bank interest and
similar charges which were £7.2 million
(2006: £4.6 million).The other part of

the finance charge under adopted

IFRS is the net IAS 19 Employee Benefits
income which was £1.7 million

(2006: £1.2 million).

A fiveryear summary of the Group’s
financial results is set cut on pages
107 and 108 of this report.

Foreign currency impact

The principal exchange rafes used in
the translation of the results of overseas
subsidiaries were as follows:

Us5 2.0003 1,8440 1.9742 19447
Euro 1.4615 1.4673 1.33463 1.4857
Taxation

Group taxation for the year showed

a net charge of £15.2 million (2004:
£10.6 millicn). The effective tax rate before
one-off iterns was 21% (2006: 23%).

Dividend

The Group is proposing a final dividend
of 4.5 pence per share bringing the
fotal dividend for the year to 6.75 pence
per share. This total dividend represents
a 50% increase over the prior year,

Earnings per share

Earnings per share before one-off items
was 22.3 pence (2006:17.9 pence),

an increase of 24.6%. Earnings per
share after one-off itemns represented

a profit per share of 19.1 pence (2006:
12.9 pence), an increase of 48.1%.
Details of these calculations can be
found in note 10 on pages 77 and 78.

Key performance indicators

Opergting profit margin after
one-off items

The Group, going forward, will be using
operating profit and margin after one-off
items as the main key performance
indicator (KP) for the Group. We have
stated that our aim is to achieve mid-
teen margins in good times (i.e. when
the macro-economic environment is
strong). and double digit margins when
the environment is more challenging.
We will use this KPI reguiarly in our half
and fullyear presentations to the
financial community as we believe

this measure will reflect the ongoing
performance of the Group.

Total employment costs as a
percentage of sales

Managing our cost base in conjunction
with growing our fop line is vital to
Morgan Crucible's future success.
Since 2003 our contfinuing group

total employee costs, which consist of
salaries, plus all other costs associated
with employment such as bonuses,
pensions, healthcare efc, have
consistently reduced as a percentage
of sales from 39.3% in 2003 fo 31.1%
for 2007.

Economic value added ratio

Economic value added (EVA) compares
the returns made by our divisions with
the notional costs of investing in them.
We use this ratio to ascertain where

to make capital investments within the
Group. The basic calculation deducts
the cost of capital from the net
operating profit after tax, which is the
operating profit before one-off items
less a notional tax charge that is based
on the medium-term expectation for
statutory tax rates. We expect that the
refurns will exceed our weighted
average cost of capital and it is one

of the measures that we take into
account when we are evaluating
competing investments.




Balance sheet

Treasury policy

Interest rate risk

At the year end fotal equity was
£196.3 milion (2006: £203.1 million).
With closing net debt of £119.7 million
(2006: £34.1 million). gearing at the
year end was 61.0% (2006: 16.8%).

Non-current assets were £391.7 million
(2006:£333.8 milien) and fotal assets
increased from £652.1 million in 2006

to ©737.2 million af the end of 2007.The
most significant elerment of this increase
was due to the investment in and related
loans to our associcte, NP Aerospace.,

The net assets of the Group decreased
by £6.8 million from £203.1 million to
£196.3 million.

Cash flow

was £53.1 million (2006: cutflow of
£21.9 millien).This performance included
an £18.5 million increase in working
capital (2006: increase of £22.9 million)
and was achieved affer £11.4 million
{2006:£34.3 million) of cash cosfs in the
year from restructuring projects and net
legal costs associated with prior period
litigation. The Group saw a £23.7 million
free cash inflow before dividends for
2007 (2006: outflow of £51.3 million).
During 2007, the Group purchased

£0.8 million (2006: £18.9 million) of
shares in connection with the various
share incentive schemes. In addition,
net cash outflow in connection with the
share buy-back programme announced
in December 2006 was £46.9 million
(2006: £0.5 million). At the year end,

the Group had net borrowings of
£119.7 million {2006: £34.1 mitlion).

The cash flow on page 64 highlights
the main cash movements in 2007.

2007 2006
£m &m
Net cash from opercting activities
befere UK pension payment 53.1 181
UK pension payment = (40.0)

Net cash flow from cperating activities  53.1 (21.9)
Interest received a7 35
Net capital expenditure (33.1) (329
Free cash tlow betore dividends 23.7 (51.3)
Dividends (18.8) (7.4)

Cash fiows from other inversting activities (45.7) (10.9)
Cash flows from finaincing activities (47.7) (19.2)
Exchange movement 29 42

Opening (nei debf}/net cash

IEEERERREREERRERE v
............. IRXRERRRRARERE]

Group Treasury acts as a service fo
Morgan Crucible’s businesses, not as

a profit centre. k operates under policies
approved by the Board. Group Treasury
seeks to reduce financial risk and

to ensure that the Group has sufficient
liquidity available to meet all foreseeable
needs. It is responsible for all of the
Group's funding requirements, cash
management and other treqasury
business. Group Treasury makes

limited use of derivative instruments

to hedge foreign currencies and

inferest rates; speculative fransactions
are not permitted.

Group Treqsury prepares a formal

report on treasury activities for the Board
at least biannually and reports to the
Chief Financial Officer monthly,

all material transactional foreign cumrency
exposures using forward contfracts.

Any items of a more complex nature
require approval by Group Treasury.
Currency translation risks are controlled
centrally. The Group's policy is 1o manage
the translation exposure of overseas

net assets by seeking fo match the
currency of borrowings with the currency
in which the net assets are denominated.
The objectives are to maintain a low
cost of borrowing whilst maintaining

a balanced portfolio of net assets

by currency.

Borrowing facilities and liquidity

The Group's borrowing facilities are
arranged by Group Treasury and the
funds raised are then lent fo operating
subsidiaries on an arm’'sdength basis.
In a few cases operating subsidiaries
have external borrowings but these

are supervised and controlled centrally.

In 2007 the Group issued US$350 million
of private placement notes with marturities
of 7,10 and 12 years at inferest rates of
5.75%, 6.12% and 6.26% respectively.
During 2007, the Group also increased
its Bank Syndication from US$280 million
to US$420 million.The syndication will
mature in March 2010.

Capital investment

The Group has well-established
formal procedures for the approval
of investment in new businesses

and of capital expenditure to ensure
appropriate senior management
review and sign-off.

The Group adopts a policy of ensuring
that between 30% and 70% of its
exposure to changes in inferest rates
on borrowings is on & fixed rate basis.

Tax planning risk

The Group's reported affer tax income
is calculated based on the relevant tax
legislation in each of the jurisdictions
that it operotes in. Changes in tax
legislation (including tax rates) could
materially affect the Group’s dafter tax
income. The Group undertakes fax
planning initiatives where appropriate.
The outcome of such planning cannot
be assured and could materialty
influence the effective tax rate.

Accounting policies

We adopted International Financical
Reporting Standards as adopted
by the EU (adopted IFRS) in 2005,
All accounting policies shown on
pages 66 1o 71 are compliant with
adopted IFRS.

Pensions

The Group operates o number of
pension schemes throughout the world,
the majority of which are of a funded
defined benefit type.The largest of these
are located in the UK and the US with
others in Europe. Net employee benefit
liabilities totalling £47.7 million are
included in the financial stafemenis

af the end of the year, an increase of
£5.0 million compared with the previous !
year.The main movements are in the UK
pension schemes which show a modest
deficit of £2.5 milliorn on an 1AS 19 basis.

Going concern

In accordance with the recommendations
of the Combined Code, the Directars have
duly considered the budgets, forecasts,
cash flows and the outiock from the
operating companies and consider

that the Company and the Group

have adequcte financial resources fo
continue in operational existence for the
foreseeable future, For this eason, they
confinue to adopt the going concem
basis in preparing these accounts.
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Qur risk management processes are
designed fo identify, manage and
mitigate business risks which could
impact the Group's long- and
shortterm performance and value.

Qur risk management procedures
include a forward looking “risk map”

for each Division and for the Group.

This identifies key risks, assesses the
likelihaod of those risks cccurring,

their potential short- and longterm
value and performance implications
and the actions being taken to manage
those risks to a desired level. The process
also helps to identify related business
and performance opporunities.

Below we describe some of the risks

that could affect Morgan Crucible.
There could be an adverse effect

on the business from additional risks

nct currently known to management.
Further, risks currently believed to be
immatericl could turn out to be material,
Should these risks arise simulfaneously
or individually they could significantly
affect the Group’s business and financial
results. These statements should be

read in conjunction with the cautionary
statement on page 39 and any forward
locking statements in this report.

Extornal risks

Global political and economic
conditions

Our worldwide operations include
activities in a number of developing
countries. Whilst these regions offer
growth opportunities which could
enhance long-term value, business
activities in these areas expose us fo
economic, poliical and business risks.
The Group is subject fo varying legal
and regulatory regimes in these areas,
including those coverning taxation,
environmental and other matters.
Pclitical risks include the impaosition of
trade barriers, expropriation of assets,
changes in regulations, wage controls
and restrictions on the export of
currency and the volatility of prices,
taxes and currencies.

Whilst demand for our products is
influenced in part by economic growth
rates, the diverse nature of our products
and services and of the customears and
markets served helps fo mitigate: the
impact of any individual exposure to
economic conditions. However, some
42% of our revenues are fo customers
in the USA and thus we are pariiculary
affected by market conditions in

that region.

Technology changes

The Group is focused on products

which are both technologically
advanced and which use advanced
technology in their manufacture. If we
do not keep up with future fechnological
developments, we are exposed 1o the
risk that our products will no longer be
competitive, Conversely, if we are able to
develop more advanced technologies
we may gain additional business.

Foreign exchange movements

We operate on a global basis, with

a significant proportion of our profits
earned outside of the UK. We have
significant investments around the
world, with the greatest propartion
being in the USA. As such we are subject
to transiation risk due to exchange rate
movements between world currencies
which could adversely or positively
affect the Group's results. The Group
has entered into certain hedging
arrangements to help manage the
impact of currency fluctuations and
the Group’s relevant treasury policies
are summarised in the Financial review
on page 31.

Raw materials and energy

Qur products use a range of raw
materials and some of our operations
require significant amounts of energy.
Volatility and increases in prices or
scarcity of supply could have a material
impact on our business. Our raw
rmaterials are sourced on the weorld
market and in general we have access
to muttiple sources of supply. Where
specific material properties require
particular sources of raw materials to be
used, the Group has processes in hand
to bridge any short-term interruption

of supply and where possible has
identified atternative sources.

Energy costs have risen sharply in recent
years. Muttiple inttiatives are underway,
in all divisions, fo reduce our energy
consumption, Where possible, acvance
purchases of energy have been made

at times when the price is favourable.
In addition, increased energy prices
may also increase the demand

for certain of our energy conserving
products and services.

Legislation and regulation

We are subject to varying laws

and regulgtions around the world.
Changes in these could affect the
long- and short-term value of the Group.
We cannot predict whether future
developments in laws and regulations
concerning our businesses will have

an adverse or a positive effect.

For example, a failure to comply

with Expart Control regulations could
have @ negative impact, whilst new
environmental performance legisiation
which affects our customers could
increase the demand for our energy
conserving products and services which
can help our customers o address

the requirements of such legislation,

Natural catastrophe

Some of our sites are located in areas
that can be subject to the risk of natural
catastrophes such as earthquake,

flood and windstorm. Where possible
and cost-effective, we have taken action
to physically limit the impact of such
events. Insurance of these risks has been
effected where appropriate and we
have multiple sites in various geographic
and climatic regions which would help
limit the value and performance impact
of any single catastrophic event.

Internal risks

Reputation

Qur reputation with all stakeholders

is fundamental to the success of the
Group. Failure fo meet expectations in
terms of the products and services we
provide, the way that we do business
or in our financial performance, could
have a material effect on the Group.

These risks are mitigated through:

- our focus on quality, with over 90%
of our production capacity now
accredited to ISO 9001;

- our corporate responsibility
programme, including our
Statement of Core Values;

+ our Ethics Policy and Infernat
Compliance Reporting Helpline; and

» our systems of internal control and
risk management.




Pensions

We operate a number of defined
benefit pension plans with the largest
of these being in the UK and the USA.
The pension plans cre exposed to the
risk of changes in inferest rates, the
value and perfoermance of investments,
inflation and the increasing longevity
of members. At the year end, the

UK schemes show only a modest deficit
of £2.5 million. We will continue to keep
funding levels under review.

The Group's main US defined benefit
pension scheme is overseen by The
Pension Benefit Guaranty Corporation
which has powers to apply to court

to terminate the scheme if it does not
meet cerlain minimurm solvency tests,
Were there ever to be a fermination,
the Group would be required to

meet the full cost of the underfunded
liabilities under the US scheme.,

Competition

Given that we operate in highly
competitive markets, significant product
innovations, technical advances or
increased price competition could all
affect the Group. Whilst the diversity of
our businesses and the markets served
reduces the impact of action by any
particular competitor, in order to help
ensure we remain competitive in

all markets, we work to minimise our
cost base and to invest in research
and development.

Product development

We develop and launch new
technologies and products as part of
our strategy to enhance the long-term
value of the Group. However, such
development projects carry business
risks, including reputational risk, abortive
expenditure and potential customer
claims which may have a material
impact on the Group. Further, export
conirol regulations may limit our ability
to transfer or share technology between
our sites in different countries.

Product liakility and consequential loss

A large proportion of our products are
used in the manufacturing processes

of our industrial customers. If one of our
products or that of our customer does
not conform to agreed specifications

or is otherwise defective, we may

be subject to claims arising from
encd-procluct defects, injury fo individuals
or other such claims.This risk is greatty
mitigated by our quality assurance
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systems, with over 90% of our production
capacity now accredited to ISO 2001.
We also work very closely with our
custormers in order fo fully understand
their requirements and fo design

quality test specifications that will
ensure that we can continue to deliver
high quality products.

Environmental

Cur operations involve the normall
environmental risks associated with
manufacturing operations such

as spillage, noise, air and soil

pollution efc. Although we believe

that our operations are in compliance
with current regulation, potential future
non-compliance can lead te fines and
penatties, Specialist third-party and
internal auditors make regular site
visits 1o ensure compliance with local
regulations. Provision is made for
identified remediation obligations
related to contaminated sifes based
on a reasonable assessment of the
likely costs of rectification.

Health and safety

Our operations involve the typical
health and safety risks inherent in

manufacturing and business cperations.

We are subject to numerous laws and
regulations relating fo health and safety
around the world. We believe that our
coperations are in compliance with alll
local current regulations. We seek to
apply higher than local legal standards
in the less developed countries in which
we operate. Specialist thirdparty experts
have been contracted to provide
training in best practice in China.
Independent external auditors make
regular site visifts o ensure compliance
with local regulations and the Morgan
Environmental, Health and Safety

Good Management Practices Manual,
which has been issued fo sites
worldwide. Environmental, Health and
Safety Managers within each Division
are tasked with ensuring that the
practices outlined in the Manual are
embedded in the manufacturing sites.
Litigation

From time to time and in the normal
course of business, we are subject to
certain litigation, in particular in the
USA. Provisions for the expected costs
and liabilities are set out in note 22

fo the accounts. If the liabilities arising
were significantly to exceed the
amounts provided for, there could

be a material financial affect on the
value of the Group.
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Insurance

Certain risks are fransferred to insurers.
Specialist third-party audits and infernal
inspections, coupled with follow-up of
any corrective actions, help to ensure
that major insurable risks are adequately
managed.The growth in our aerospace
and medical products businesses

has meant that this continues fo be

an area of particular focus to ensure
that our products are consistently of

the highest quality and that confractual
arangements are clear.

Controls failure

We gperate infernal controls as described
in the corporate governance report
on pages 46 and 47, Failures in these
confrols could have a material

impact on the value of the Group.
With operations in over 35 countries
worldwide we pay particular attention
to the auditing of internal controls in
some of the smaller sites which, given
their size, tend 1o have less segregation
of responsibilities.

Business continuity

We mitigate the potential inability

to supply against contractual
commitments though business
confinuity and disaster recovery plans
which are either fully developed or in
the course of development at all our
sites and where appropriate through
business interruption insurance.

Acquisitions

The Group has grown partly through
acquisitions and through joint ventures.
Such business combinations may
involve risks that could have a material
impact on the Group's future
performance and value. Such risks

are mitigated through representations
and warranties and indemnities from
vendaors, combined with extensive
due-diligence.




At Morgan Crucible, Corporate
Respensibility is integral to our business,
underpinning each of our five key
strategic pricrities. Here we report on

our policies and performance in respect
of ethics and ethical trading. our people,
the erwvironment, health and safety,
community relations and suppliers

and customers. In addition our 2007

EHS Report, planned for publication

on our website in April 2008, will provide
o more comprehensive review of

our environmental and health and
safety performance.

Management

The Board is accountable for corporate
responsibility policies and procedures.
The Chief Executive Officer, Mark
Roberishaw, is the executive in charge
of all corporafe respensibility maters
including internal and external
stakeholders. He is supported by

senior management, including the
Chief Financial Officer who is responsible
for environmental, health and safety
matters, and by the Director of Human
Resources in respect of employee
matters and human rights. In addition,
the Chief Executive of each of our
Divisions has specific responsibility for
customers and suppliers and for the
implementation of our EHS and other
policies and procedures.

Verification

Qur Company Secretary and Director
of Operational Risk work with external
independent consultants 1o review
and where appropriate verify our
environmental, social and govemance
(ESG) disclosures.This process covers
the environmental, health and safety
and human resources related non-
financial key performance indicators
included in this report,

All Morgan Crucible businesses are
regularly reviewed under the Group’s
Compliance Audit Programme and
those sites and businesses certified to
ISO?0071, 1ISO140017, OHSAS18001 and
other standards have regular external
audits. The Group also uses external
professional advisers in relation

to specific health, safety and
environmenial matters as required.
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The Board considers that these
procedures provide a reasonable
level of assurance that the Group's
ESG disclosures are free from material
misstaternent whether coused by
fraud or other irregularily or error.

Core values

The Board of Morgan Crucible is
committed to ensuring that the
Company’s policies relating to ktusiness
integrity are upheld. Morgan Crucible’s
approach to Corporate Responsibility

is encapsulated in our Core Values
Staterment which was first published

in 2004 and is regularly reviewec and
updated. Qur Core Values Statement
provides the framework for our policies,
prograrmmes and procedures as we
striver to achieve our strateqic priorities
through continuous improvement in our
ervironmental, social and govemance
performance. The statfement is available
on our website and applies to all
Morgan Crucible businesses and
employees worldwide.

Business ethics

Our Ethics Policy provides emplcyees
with guidance for both their everyday
activities and other circumstances.

The policy is franslated into appropriate
languages for our sites worldwide.

The Morgan Crucible Ethics and
Compliance Helpline enables
employees and other stakeholders
who are aware of, or suspect,
misconduct, illegal activities, fraud,
abuse of Company assets or violations
of our Ethics Policy to report these
confidentially without fear of retribution
should they feel they cannot use a
local channel. The helpline is proroted
o employees globally, in particular
through coverage in the global
employee magazine which is available
in eight languages.

It is planned to update and further
communicate our Ethics Policy and
the helpline to emplovees and cther
stakeholders in the coming year.

Bribery and corruption

Our Core Values Staterment and Ethics
Policy prohibit the giving or receiving
of bribes and restricts the giving and

receipt of gifts. Employees are required
to obey all relevant laws. These policies
apply, so far as is appropriate, fo our
business partners, including contractors,
agents, joint ventures and suppliers.The
Company also undertakes to ensure
that no employee shall suffer
discrimination as a result of refusing to
pay or receive a bribe,

Morgan Crucible’s global anti-
competitive behaviour compliance
programme is ongoing with training

for appropriate employees across

the Group.The programme includes
independent audits and the audit
reports are considered by the Executive
Committee and the Board.

Our people

highly competitive market is reliant on
the breadth and depth of the capability
of our employees. One of the five
strategic priorities for Morgan Crucible
is *Finding, keeping and developing
the right people™ and in 2007 our focus
has been on talent management
through the development of a talent
review process initiated at CEC level
and cascaded down the organisation.
Qur aim is fo leverage the talent of our
employees globally to deliver our short
and long-ferm business plans while
providing them with a challenging and
exciting place to work and develop.

Policy and management

Our policy is to provide equal
opportunities for employees in
recruitment, career development,
promotion and reward, including for
those with disabilities. As noted below,
we support the UN guidance on human
rights, minimum working age, forced
labour and freedom of association.
Should existing employaes baecome
disabled, our policy is to provide
continuing employment and training.
wherever practicable.

The Director of Human Resources is
responsible for Group human resources
issues. She is a member of the Executive
Committee and reports fo the Chief
Executive Officer.




{ DRIVING SUPERWOOL'S DEVELOPMENT :
Thermal Ceramics Project Manager and
malerials scientist, Cécile Ollagnier, is one of the
key drivers behind the successful development
of the biosoluble, high iemperature insulation
wool, Superwool SW607HT. The development

of this revolutionary product can be credited

o the members of several teams including
R&D. production and sales. Cécile led the
devetopment project having begun her
relationship with the preduct in 2001 with smaller
projects related to cus*omer applications of
SW807.The project grew and Cécile widened
her focus into the research and development
of SW807HT and its applications. Thanks to the

1 work of Cécile and her teams, SWE07HT is now |
i the high temperature, 'ow biopersistent,

insulation fibre market leader.
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Crucible employed 9,607 people,

up from €,384 in 2006. 33% of employees
are in Europe, 34% in the Americas, 30%
in Asia Pacific and 3% in other countries.

Buring the year we extended

our processes for gathering and
benchmarking human resources

data o cover some 73% of our global
workforce. Of these employees, 86%
were "permanent” and 78% were male.
The average time Jost due to sickness
and ill health (including health and
safety related jost time) was 2.8% of
working time. Average employment
tenure was approximately 7.3 years.
As this is the first year we have cellected
this data cenirally there are no prior
year cComparisons.

We plan to further extend our HR data
collection processes during 2008.

Training and development

We encourage our employees _
to achieve their full potential and to

actlively participate in their development.

We invest in our people at all levels and
on a global basis. We aim to align the
skills required by the business and those
that will help our employees develop
on a professional and personal level
through the use of our annuci
performance review process and

our talent management process.

Providing group wide development
programmes for a global organisation
is a challenge but with the help of
technology we have developed

an elearning fool that will create a
number of leaming scenarios. Our initial
development programme focused on
*Learning Business English™ as a key
business requirement, Our cim is fo
broaden the portfolio of programmes
as we grow our employees awareness
of learning new skills using different
methods.

Employee engagement

Communicating with our employees
and enabling them to connect with
one another across businesses and
skill sets is an important part of Morgan
Crucible’s strategy to find, keep and
develop the right people.
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briefings and presentations, and through
the twice yearly 360" magazine. This is
available in eight languages and
contfains company, divisional, site

and community news.

In 2007, the 11th annual meeting of the
Morgan Crucible European Employee
Forum tock place with representatives
from seven countries. We are committed
to providing a forum where employees

‘ | feel optimistic about the overall
i direction Morgan is taking:
1 OAgree ONeither [ Disagree  Unable to comment

can meet and discuss with our business 2007 PO 247y 3%
leaders the future of the business, L 2005 G T 1
We monitor the effectiveness of our {200 IR F25:0) L
employee-relafed communications and | 2003 BES 3 e

policies through our employee survey.
For example, the 2007 employee survey
shows that 58% of employees say that
overall company communication to
employees is good, up from 37% in 2003.

! Morgan freats me fairty:
i DAgree ONeither 1. Disagree  Unable fo comment

Responses in relation to heatth and Lo RS — o en |
safety and environmental matters are 1 - 55) 27 s
also positive. ' 2004 PG [254Y 17;:, - mi;i,— i
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i Morgan values its customers’:
{ OAgree ONeither [ Disagree  Unable 10 comment

We have conducted four global
employee surveys since 2003. Some
64% of employees participated in the
2007 survey which was conducted in

nine languages.The results are fed back | 2007 Bis. 7 s
o employees on a Group, Divisional P sl 7023 1230 W
and site basis and are used by the I ) = ' s o 0% |

executive teams fo highlight areas
needing extra atlention.

The results of the 2007 survey show A
improvements in almost all areas and :
show increasing levels of engagement

and commitment with employees

increasingly feeling that they are a

part of the Group as a whole, with

strong local and site loyalty. 57% of

respondenis globally were aware

of our five strategic priorities.

The 2007 surveys highlighted four areas
for additional focus.These include:
skills development - enabling people
to progress their careers and make

a positive impact on their work;
communication - creating a
productive, two-way dialogue between
management and staff on dll levels;
recognition - the acknowledgement
and reward of good work; and
environmental issues - recognising
that protecting the environment is as
important to our people as it is to the
Group as a whole. Plans are being put
in place to address these areas ot
local and global level.




All our businesses are required 1o comply
with locat laws and with Group policies.
We support the Universal Declaration of
Hurnan Rights and the ILO Declaration
on Fundamental Principles and Rights
at Work conceming the fundamental
rights including freedom of association
and the effective recognition of the right
to collective bargaining; the elimination
of all forms of forced or compulsory
labour; the effective abolition of

child labour; and the elimination of
discrimination in respect of employment
and occupation.

The Direclor of Human Resources reports
to the Chief Executive Officer and is
responsible for human rights issues,

with the Chief Executive of each

Division having responsibility for

policy implementation with in their
respective divisions.

Our internal audit procedures include
the monitoring of compliance with cur
human rights policies in countries of
concern and human rights are included
in our risk assessment procedures.
Should significant risks or non-
compliance be identified they are
addressed through specific training/
guidance fo ensure: that local practice
and procedures are compliant.

In the coming year we plan to
communicate further ocur human rights
related policies to employees and to
provide further training in this regard.
We will also provide our management
team with further guidance on the
impiementation of these policies.

Our Ethics and Compliance Helpline
enables employees who are aware

of or suspect issues under our human
rights related policies to report these,

There were no reported breaches of our
human rights related policies in 2007.

Environmental, health and safety

Our EHS programmes underpin our
strategic priorities and our Core Values
Statement commits us fo environmental
sustainability in our product development
programmes and 1o strive 1o minimise
the impact of our operations on the
environment. We are also committed to
ensuring that the working environment

is safe and that all individuals take
responsibility for achieving this.

This report includes a summary of our
EHS performance and programmes
and further detail will be included

in our 2007 EHS Report to be published
on our website in April 2008.The EHS
Repaort will also include case studies

to help demonstrate our approach to
enhancing the sustainability of

our business.

Tne key features of our EHS policy are 10:

+ Comply with EHS legislation, regulations
and other applicable requirements.

* Minimise the environmental impact of
historic, current and future operations.

» Conduct operations in such a manner
as fo aveid unacceptable risk to
human health and safety.

« Supply products that will not present
an unacceptable risk to human health
and safety when used in compliance
with product safety communications
and commaon safety practices.

« Establish measurement tools
for, and continuously monitor
EHS performance.

+ Set objectives for the continuous
improvement of EHS matters.

+ Train our people in relevant
EHS matters.

* Encourage our business partners
to adopt this same accountability.

EHS management and organisation

The management of our EHS
performance is aligned with the
operation of our day-to-day business.
The Chief Executive Officer has

overall accountability for corperate
responsibility, supported by the Chief
Financial Officer who has specific
responsibility for EMS policy and
performance. Operational responsibility
is delegated to the Chief Executive of
each Division. In practice all employees
are responsible for ensuring that our
EHS policies are implemented and for
identifying additional areas and
opportunities for further development,

Environmental management systerms
are in place at 61 major sites worldwide,
representing some 84% of production
capacity. This includes 27 sites or 48% of
capacity which is certified to 1ISO14001.
We have not yet achieved our target to
double the number of certified sites from
16 in 2005, but with ten new certifications
planned for 2008 this should be
achieved in the coming year.This is in
addition to the rolling programme of
recertifications. Systems are in place

for managing health and safety across
all our cperations wordwide, with a
number of sites certified or working to
OSHA18001 where this is appropriate.

A key element of our EHS management
pracesses is the EHS Compliance

Audit Programme. This programme
provides assurance and helps ensure
compliance with local regulations, and
good management practice, using
external auditors in Europe and Asia
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We achieved our target of auditing

24 sites during 2007. Qur target for 2008
is o audit a further 31 sites, including the
9 sites to be acquired from Carpenter
Technology Corporation, contingent

on completion of the transaction.

Health and safety performance

A el Al N A W

Health and safety performance is
monitored Group-wide on a monthly
basis. The Executive Commitiee receives
regular performance reports and the
Board reviews heatth and safety matters
at least annually and more frequently
when necessary.

Our health and safety performance
data includes lost working time incidents
arising from work-related injuries and
iIkhealth. The majority of our sales and
fechnical offices are now included

and the 2007 data covers 99% of all
employees, up from 96% in 2006.

Our long-term objective is fo have

no accidents and through proactive
preventative programmes and training
our performance improved during the
yvear. Lost time accident frequencies
(major and mineor) were down 20%,
exceeding our 10% reduction farget

for 2007. Lost time as a percentage of
total time worked was up 3%, due o

a 28% reported increase in the average
time lost per lost time accident, behind
our targeted 10% reduction.This reported
increase was due to improved reporting
of lost time to include tong-term cases
which were not consistently included

in the 2006 data.
T e 006 ncoose
Major* incidents per 0.3¢ 048  (18)%
100,000 hours

Minor* * incidents per 0.17 0.2 (2%
100,000 hours

Lost working time 0.079% 0.077% 3%
Lost time' per lost 17.6 13.8 28%

time accident

*Maijor = work related injuries resutting in four

or more days' lost fime, !
* +Minor = work related injuries resulting in one, ,
two or three days’ lost time.

1 “lost time” is total working time lost due o a work related
accident or ikheath not including the day on which the
accident occured.




godal of zero accidents and fo extend
coverage to 100% of our employees.
We will increase our focus on those sites
with below average performance and
on reductions in the average time lost
per lost fime accident. This will involve
cross disciplinary teams including HR
and general managerment, as well

as EHS specialists.

Environmental performance

Environmental performance is monitored
Group-wide on a monthly basis.The
Executive Committee receives regular
performance reports and the Board
reviews environmental matters annually,

Wherever possible we work o minimise
the impact of our business on the
environment and, as highlighted in
the Review of Operations, to maximise
the positive environmental benefit of
our products.

During 2007 we extended our
environmental reporting to cover 100% of
our praduction sites and the majority of
our sales and technical offices. The data
in this report covers the 98% of production
site sales for which comparative data for
2006 is available.

In 2007 our COz emissions intensity due
fo energy use improved by 2.5%, on
trajectory to achieve our target of a 5%
improverment by the end of 2008.Total
COz2emissions due to energy use were
some 428,000 tonnes.The proportion of
electricity from renewable sources fell
during the year and is now behind the
trajectory needed to achieve 4% by the
end of 2008 This is largely due to pricing
in the competitive market for renewable
electricity, Our waste intensity was down,
but by fess than the amount needed

to be on track for our target of a 5%
reduction by the end of 2008.This is
largely due to the ongoing improvement
in waste management reporting.
Similarly, the proportion of total waste
which is recycled fell during the year.
Our water infensity was down 19% with
improved measurement and a variety
of reduction programmes driving this
ahead of the targeted 10% reduction
by the end of 2008,

Further details of our environmental
performance will be included in

our EHS report planned for publication
in April 2008.

Tonnes COz" per &m 811 627 (2.5)%
revenue® *

% electricity from 1.9% 2.4% (70)bps
renewable sources

Tonnes waste per £m 110 1i2 (M%
revenue* *

Recycted % of 29% 36% (100)bps
total waste

m3 water used per &m 4299 5300 (O9N%
revenue**

* CO2 equivalent from all energy sources, including country
specific eleciricity.

** conslant curmency basis. includes intercompany sales.
Qur two year targets for energy use,
emissions, waste and water consumption
remain in place. During 2008 we will
reassess these with a view 1o targeting
further reductions in our environmental
impact from 2009 onwards.

Community

Qur practice is 10 engage with local
communities in relation o matters of
rmutual interest and concem. At a local
level, where Morgan Crucible often has
long-established roots and is frequently
a major employer, this helps to foster
mutual understanding and credibility.
In addition, Morgan Crucible engages
with local and national Governments
and agencies, both directly, and through
professional bodies. Such engagerment
is in part covered by our Ethics Policy
and donations to political parties or
causes are prohibited.

In addition to the time given to
community projects and for charitable
purposes by Morgan Crucible
employees around the world, in 2007
we also made charifable donations

of £193,598 (2006: £146,240).

Group activities

Buring 2007, Morgan Crucible supported
a number of charitable and community
inftiatives, including medical research,
the care of physically or mentally
handicapped people and the eclucation
and development of young people.

For example:

* In South Africa, where some 30%
of adults are functionally illiterate,
our Thermal Ceramics business runs
a voluntary literacy and life skills
programme for shop flcor employees.
It provides the training and the facilities
and inctudes an hour of training in
the working week, Participants match
this time commitment and start with
reading and writing, before moving
on o computer, budgeting ond
other life skills.
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i keeping and developing the right pecple, we
i sponsor the Best Matericls Student category

i in the UK's most important undergraduate

i science ond engineering awards: The Science,
' Engineering & Technology Student of the

i Year Aweards (SET).This year it was weon by

¢ first-class honours student, Torn Connolly,

1 from the Universily of Surrey. In addition to

i his prize, which was presented by our CEQ,

i Mark Robersthaw, Tom was invited to tour

our UK sites and meet each Division's Chief

i Technology Officer.
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* The Group sponsored a trip by

25 young musicians from a local
community school in Windsor to Beijing
where they played in a number of
concerts and participated in lessons
and played alongside Chinese pupils.

- In the USA, both the Company and

employees contribute to the United
Way, the nationwide community
based fund raising organisation which
focuses on local issues with common
themes, including helping children
succeed, access to heatth care and
strengthening famities. In total some
$77.758 was raised during the year.

* Morgan Crucible continued to support

and fund the joint Bamardo's/Qutward
Bound initiative which provides
opportunities for young people fo
develop life skills at a centre in
Ullswater, UK.

Employee activities

Our staff also support a variety of local
and national initictives and projects,
helping to raise funds and giving their
time. Examples include:

Asia

Employees and management at the
Thermal Ceramics plant in Ranipet,
Indlia, marked Earth Day 2007 by
joining with local residents fo raise
environmental awareness and fo plant
trees at a nearby school, helping fo
create a local "green-belt”.

* Also in India, employees warked with

a local hospital to organise an in-plant
blood donation camp. Some 50% of
employees volunteered, most of them
first fime donors.

Americas

+ Steve Ashiford, a machinist at the Morgan

Technical Ceramic:s plant in Hayward,
Califormia, works semHlexible shifts so
that he can spend time ot East Palo Alfo
Charter School. The scheol is in one of
the most economically disadvantaged
areas of Califormia where there has
been a high level of shudent drop-out.
Steve uses a combination of physical
education and music - he is also the
rapper "Kontac” - to enrich his pupils’
lives and inspire them to stay in school.
This and other local initiatives have
helped fo start turning the East Palo
Alto neighborhood around.

Steve’s video link can be found on:
www.youtube.com/
watch?v=n7xiviolgsk.
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+ Marcia Stewart, an employee of the
Thermal Ceramics plant in Elkhart,
llinois has a 35 year track record of
community service, focused on youth
programmes. Last year she also raised
$600 to support child abuse victims
and has collected over 100 pairs of
shoes for underprivileged children,

Europe

+ Employees at the Carbon Division’s
site in Swansea, UK have been raising
money for the British Heart Foundation
and for local charities. Activities include
a sponsored cycle ride through
Holland and a quiz night.

* The team at Technical Ceramics
Southampton in the UK sponsored
one of their members to compete
in the "Race for Life” in aid of Cancer
Research UK. The site also donated
£5 for each completed employee
survey, bringing the total raised to
some £600.

« The 2007 London Marathon also saw
a number of Morgan Crucible
employees competing to raise money
for Cancer Research UK and the
Multiple Sclerosis Resource Centre.

Suppliers and customers

Our custemer service strategy is to
respond quickly to changing customer
demand, to identify emerging needs
and o improve product availability,
quality and value. We stay close to
our current and potential customers,
building long-term relationships.

Our quality management systems
help ensure that our products meet or
exceed customer requirements. Some
93% of the Group's manufacturing
capacity is accredited to 1ISO9001.

To help embed this stiategy and
develop an organisationwide customer
orientated culture, a number of our
businesses organise related events and
awards. For example, 30 shopfloor and
other workers from Morganite Crucible
India Ud visited a nearby customer,
gaining insight info how our products
address customer needs.

We aim fo work with our suppliers and
partners in mutually beneficial ways,
and, so far as is practicable, require
that our customers and suppliers,
joint venture partners and contractors
throughout the supply chain. act

in accordance with our policies

and values.

Cautionary statement

prepared for and only for the members
of the Company as a body and no
other persons. Its purpose is fo assist
shareholders to assess the Company's
strategies and the potenticl for those
strategies o succeed and for no cther
purpose. The Company, its Directors,
employees, agents or advisers do not
accept or assume responsibility for any
other purpose or to any other person
to whom this document is shown or
into whose hands it may come and
any such responsibility or liability is
expressly disclaimed. This Business
Review confains forward locking
statements that are subject to risk
factors associated with amongst other
things, the economic and business
circumstances occurring from time

to time in the countries, sectors and
markets in which the Group operates.
These and other factors could
adversely affect the outcome and
financial effects of the plans and
events described, Forward looking
statements by their nature involve

a number of risks, uncertainties and
assumptions because they relate

fo events and/or depend on
circumstances that may or may not
occur in the future and could cause
actual results and outcomes fo differ
mcterially from those expressed in

or implied by the forward locking
statements. It is believed that the
expectations reflected in these
statements are reasonable but they
may be affected by a wide range of
such variables. No assurances can

be given that the forward looking
staterments in this Business Review

will be realised. The forward locking
staterments reflect the knowledge

and information available at the

date of preparation and will not be
updated during the year but will be
considered in the Business Review

for next year.This Business Review

has not been audited or otherwise
independently verified.
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i From left: Victoria Gould, Philip Wright, Kevin Dangerfield, Mark Robertshaw, Mark Lejman? Tim Haytar, Amanda Wooding. !
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Executive Directors

Non-executive Directors

Chief Executive Officer

Mark was appointed as Chief Executive
Officer in August 2006. Previous to this

he was Chief Operating Officer from
February 2006 and Chief Financial
Officer from October 2004. Before joining
Morgan Crucible he: was Chief Financial
Officer of Gartmore Investment
Management Plc frorm 2000 to 2004,
Mark is also a nonexecutive Director

of Rathbones Brothers plc. He previously
worked for the NatWest Group and also
spent nine years as a management
consultant with Marakon Associates.

Kevin Dangerfield
Chief Financial Officer

Kevin was appointed as Chief Financial
Officer in August 2006, having joined
Morgan Crucible in July 2000 as Deputy
Group Financial Confroller and was
then subsequently promoted to Group
Financial Controller. Before joining
Morgan Crucible Kevin worked for
London international Group plc and
Virgin Retail Europe Limited. He qualified
as a chartered accountant with
PricewaterhouseCoopers.

1 Member of the Audit Commitiee

* Member of the Remuneration Committee
A Member of the Nomirations Committee
& Appointed 2 January 2008

« Not pictured on page 40

" Tim Stevenson OBEs*

Chairman

Tim was appointed Chairman of
Morgan Crucible in December 2006.
He is also Chaimnan of Travis Perkins plc,
a position that he has held since
November 2001, and is the Senior
Independent Director of Tribal plc.
From 1975 to 2000, Tim held a varigty
of senior management positions at
Burmah Castrol pie, including Chief
Executive from 1998 to 2000. He is also
a qualified barister.

Joe MacHale t4*
Senior Independent Director

Joe was appointed a nonexecutive
Director in October 2003 and Chairman
of the Audit Committee in December
2003. He was appeinted the Senior
Independent Director for Morgan
Crucible in April 2006. Joe is a charlered
accountant and has had international
experience with JP Morgan Incorporated.
He was Chief Executive for Europe, Middle
East and Africa of JP Morgan Europe
from 1997 1o 2001. He is a non-executive
Director of The Royal Bank of Scolland plc
and o non-executive Director and
Chairman of the Remuneration
Committee at Brit insurance Holdings Ple.
Joe is also a frustee and Treasurer of
Macmillan Cancer Support.

Martin Flower 12*

Martin was appointed a nonexecutive
Director in December 2004, He is also
Chairrman of Croda Infernational Plc
and of Alpha Group Plc and ¢
non-executive Director of Low & Bonar
PLC. Martin held a variety of senior
management positions with Coals plc
from 1968 to 2004 and was Group Chief
Executive of that Group and Chairman
of the Board from 2001 to 2004,

Simon Heagle t4*

Simon was appointed a non-executive
Director in February 2005 and is the
Chairman of the Remuneration
Committee. He is Chief Executive of China
Now and is ¢ norrexecutive Director of
Kezakhmys ple, Panmure Gardon and Co
plc and of PZ Cussons plc. He was Chief
Executive of the London Metal Exchange
until October 2006. Simaon qualified as

an accountant in 1978 with Price
Waterhouse and has had extensive
expefience in the Far East having held
senior positions with the Swire Group

in Japan and Hong Kong and with
Jardine Fleming in Hong Kong.

Andrew Given 14*

Andrew was appointed a non-executive
Director in Decermber 2007. He is currentty
the senior nonexecutive Director and
Chair of the Audit Committee ot VT
Group plc and was previously the Senior
Independent Director and Chair of the
Audit Committee of Spectris plc. He was
also formerly a non-executive Director
and Chair of the Audit Committee of
Spirent Communications plc. He has
extensive experience within the
manufacturing and technology sectors
having been Deputy Chief Executive

of Logica CMG plc and held senior
rmanagement positions in Plessey

and Nortel Networks,

Executive Committee

iVIork Iiobed-snﬁow ------------------------------------
Chief Executive Officer

Kevin Dangerfield
Chief Financial Officer

Paul Boulton-
Cornpary Secretary

Victoria Gould
Direcfor of Group Communicatfions

Tim Hayter
CEQO Thermal Ceramics

Andrew Hosty
CEQ Technical Ceramics

Don Klas$
CEQ Carbor

Amanda Wooding
Director of Human Resources

Philip Wright
CEQ Molten Metals Systerns
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The Directors present their report together with the financiol statements and auditors’ report for the year ended 4 January 2008.This Directors’
report was approved by the Board on 19 February 2008.

Pnnclpul activities cmd business review

The Morgan Crucible Compony plc 4 the Compony ) ond its subsidiary undenokmcws cornpnses three reporhng divisions (as outlined on
the inside front cover) that design, manufacture and market primarily carbon and ceramic components for applications for a wide range of
markets. A review of developments affecting the Group during the year and its prospacts for the future appear on pages 16 to 39, to be read
in conjunction with the cautionary statement on page 39.

The Companies Act 1985 requires the Directors’ report to include a Business review. Cartain information that fulfils the requirements of
the Busirness review can be found in this Directors’ report and on pages 16 fo 29 (Review of operations), 30 to 31 (Financial review),
32 fo 33 (Risk management) and 34 to 39 (Corporate responsibility), o be read in conjunction with the cautionary statement on page 39.

Financial results

The proﬂt for the yeor ended 4 January 2008 was £56.5 million (2006 £39.7 million). Profit before fax for the same penod was £71.7 million
(2006: €50.3 million). Revenue was £693.2 million (2006: £677.8 million) and operaling profit before one—off items was £86.5 million (2004:
£73.7 miflion). Basic eamings per share was 19.1 pence (2006: 12.9 pence). Capital and reserves at the end of the year were £196.3 million
(2006: £203.1 million). The retained profit of £54.5 million will be fransferred to reserves, The Group’s accounting policies can be found on
pages 66 to 71.

Dividends

The Directors recommend The poymenT of a ﬁnol dividend at the rate of 4.5 pence ear share on fhe crdinary share capital of the Company,
payable on 30 June 2008 to shareholders on the register at the close of business on 30 May 2008. Together with the interim dividend of

2.25 pence per share paid on 7 November 2007, this final dividend, if approved by shareholders, brings the total distribution for the year

to 6.75 pence per share (2006: 4.5 pence).

Acquisltions and disposols

During 2007 the Company ccquwed into its Carban Division 49% of the issued share ¢ opﬂcl of Cleqrpower Limited (the holding Company

of the NP Aerospace business) for €41 million (including £36 million of a shareholder loan) and the assets of Materials Unlimited Inc for a cash
consideration of US$1.4 million. On 21 December 2007 the Company announced that it had conditionally ogreed to acquire Carpenter
Technology Corporation's Certech and Carpenter Advanced Ceramics businesses for US$147 million. Completion is expected at the end of
the first quarter in 2008.

The Compxany disposed of two subsidiaries out of its Carbon Division: Morganite Zamaia Limited and Morganite Zimbabwe Limited for
£135,000, realising a gain of ¢£24,000 before tox.

Share cupitul

Asqt4 Jcnuary 2008, pursuont to an oufhon'ry granted ot the Componys Annual General Meehng on 20 Apnl 2007, the Company was
authorised pursuant to the Companies Act 1985 to purchase up to 9.99% of its Issuec share capital, This authority expires on the date of the
Annual General Meeting to be held on 18 April 2008 at which the Directors will seek to renew this authority for a further year,

Pursuant to this autherity the Company has during the year under review purchased 16,939,285 ordinary shares with a nominal value

of 25 pence each (representing 6.13% of the ordinary issued share capital of the Company as at 4 January 2008) for an aggregate
consideration of £47.5 million (nominatl value £4.2 million).The Directors were of the opinion that the purchase of these shares was both in
the best interests of shareholders generally and would increase the Compary's earnings per share.The shares purchased by the Company
have been cancelled.

The Company’s share capital, together with details of shares issued and purchased during the year are set out in note 18 on pages 83 to 85.
The Company’s ordinary shares represent 99.5% of the total issued share capital, with the 5.5% cumulative first preference shares representing
0.1% and the 5.0% cumulative second preference shares representing 0.4%.The rights and obligations attaching fo the Company’s ordinary
shares and restrictions on the transfer of shares in the Company are set out in the Company’s Articles of Association, copies of which can

be obtained from Companies House in the UK or the Company Secretary. The holders of ordinary shares are entitled to eceive dividends,
when declared, the Company’s reports and accounts, fo aftend and speak at general meetings of the Company, 1o appoint proxies and to
exarcise voting rights. Details of the structure of the Company's preference share capital and the rights altached to the Company’s preference
shares are set out on page 85. No person holds securities in the Company carrying special rights with regard o control of the Company.

The Company is not aware of any agreements between holders of securities that may result in restrictions on the transfer of securities or on
voling rights. Unless expressly specified to the contrary in the Articles of Association of the Company. the Company's Articles of Association
may be amended by a special resclution of the Company’s shareholders.

Pol:cy on the paymani of creditors

The Company s policy in relation to its supphers is. where posmble to seﬂle 1errns of poyment when cgreerng the terms of the 1ronsc:chon cnd
fo abide by those terms, provided that it is satisfied that the supplier provided the goods and services in accordance with the agreed terms
and condifions. The Company and its subsidiaries do not follow any one code or standard on payment practice due to the diverse nature
of the global markets in which the Group operates.

The number of days’ purchases cutstanding for payment by the Company at the end of the year was 42 days (2006: 66 days) and for the
Group was 60 days (2006: 62 days).

Research and development

Innovative use of extstlng and emerglng Technologles will confinue fo be crucial fo the successfut development of new products and solutions
to customer demands.The Company has research and development facilities at its key manufacturing sites. The spend on research and
development which excludes the amounts spent working with customers and others oy way of product enhancement and application
engineering was £8.7 million during the year (2006: £8.2 million).




Financial instruments

Details of the Group s Jse of financial |nsTruments toge’rher with |nformohon on policies ond exposure to credit, |nterest rate and currency risks
can be found in note 20 on pages 86 fo 92.

Human resources

Details of the Company’s and the Group S personnel policies (nncludung its policy on equol opportunities for disabled employees) and
employee involvement are set out on pages 34 and 36.

There are no agreements between the Company and its Directors or employees providing for compensation for loss of office or employment
(whether through resignation, purported redundancy or otherwise) that occurs because of a takeover bid except in the case of the Chief
Executive Officer, Mark Robertshaw. He is entifled to receive, if his employment is terminated (or notice is given) as a result of and within six
maonths of an offer becoming uncenditional, in addition to other entitiemments due to him under his service agreement, a sum equal to the
greater of the average bonus payments made to the Chief Executive Officer during the fwo years prior to termination of employment or 35% of
his annual salary as at the date of termination of his employment.

Employee share and share option schemes

The Company continues to encouroge employee ownershlp of its shares through the prcwusnon of a number of employee share and share
option schemes. 108 eémployees hold awards under the Morgan Crucible Long Term Incentive Plan. 88 employees have options under the
Company's Executive Share Option Schemes and 557 employees participote in the Company’s UK Sharesave Plan. There are 17 participants
in the Company’s German Employee Share Purchase Plan. There are currently no participants in the Company’s US Employee Share Purchase
Plan. Details of outstanding options are given in note 21 on pages 92 to 97.

All of the Company's share schemes contain provisions relating to a change of control, Outstanding options and awards would normally vest
ond become exercisable on a change of control, subject to the satisfaction of any performance conditions at that time.

The Morgan General Ermployee Benefit Trust (“the Trust™) held 5,876,880 shares on 4 January 2008 in connection with awards granted under
the Company’s Emplcyee Share Schemes. In the period 4 Jonuary 2008 1o 19 February 2008 83,708 shares were transferred out of the Tnust to
leave a balance of 5,793,172 shares on 19 February 2008.The trustees of the Trust ("Trustees™) have agreed to waive their entiierment to the
payment of dividends on the shares held by the Trust. The Direclors are not aware that any other shareholders waived or agreed fo waive any
dividends or future dividends during the period under review.

The Trustees have absolute and unfettered discretion in relation to voting any shares held in the Trust ot any general meeting. Their policy is not
fo vote the shares. If any offer is made to shareholders fo acquire their shares the Trustee will have absolute and unfettered discretion on
whether or not 1o accept or reject the offer in respect of any shares held by them.

Dlraciors

Al those who served s Directors throughom the yeor under review are listed on poge 41, Andrew Given was opposnfed as a Direcfor on
7 December 2007. Mork Lejman resigned as a Director on 2 January 2008.

Details of Directors’ inferests in the share capital of the Company are listed on page 57.The Company has not been notified of any change
in their holdings in the pericd 5 January 2008 to 19 February 2008.

The details of those Dicectors who will be offering themselves for election and re-election at the forthcoming Annual General Meeting on
18 April 2008 are set out in the Circular to shareholders which will be posted in March 2008,

Details of the background and experience of all the Directors can be found on page 41 and details of Boord Committees on which they
serve can be found on page 45.

The Company’s Articles of Association (‘the Articles”) give the Directors power to appoint and replace Directors. Under the terms of reference
of the Nomination Committee, any appaintment must be recommended by the Nominatiorn Committee for approval by the Board of Directors.
The Arficles also require Directors fo retire and submit themselves for election at the first Annual General Meeting following appointment and
all Directors are required fo submit themselves for re-election at the third Annual General Meeting following their appointment or re-election.

Subject to the Company’s Memorandum and Articles of Association, UK legisiation and any directions given by special resolution, the business
of the Company is managed by the Board, which may exercise all the powers of the Company. The Directors also seek authority from
shareholders at each Annual General Mesting 1o allot shares, disapply pre-emption rights and to make market purchases of the Company's
orclinary shares. These powers may be exercised under authority of resclutions of the Company passed at its Annual General Meeting.

Donations

Morgan Crucible componles made the foIIowmg charitable donations.

United Kingdom 86,970 (2006: £92.507)
Overseas 106,628 (2006: £53, 733)

£193.598 (2006: £146.240)
Further details of charitable donations and activities of the Group are given on pages 38 and 39. No political donations have been made.




Significant agreements

The Group has a number of bormowing facilities provided by various banking g-rouszheéé-fociliiy--c;greemen't‘s gene-r-é-lly include chc:ngg of
conirol provisions which, in the event of a change in ownership of the Company could result in renegotiation or withdrawal of these facilities.

The most significant such agreements are: the US$420 million Multicurrency Revolving, Facitity Agreement which was signed in March 2005 and
subsequently amended by an Amendment Agreement in July 2007 and the US$80 rrillion and US$350 million Note Purchase and Guarantee
Agreemenits signed in March 2003 and December 2007 respectively.

There are a number of other agreements that take effect, alter or ferminate upon a change of control of the Company following a takeaver
bid, such as commercial contracts and jointventure agreements. No such individual contract is considered to be significant in terms of its
potential impact on the business of the Group as a whole.

of the Company:

Number of
Comparwy ordinary shares %"
Standard Life Investments Lid 39,009,231 14.44
Aegon UK 14,607,718 54
Resolution Investment Services Lid 14,545,314 5.38
JPMorgan Chase & Co. 13,957.030 517
Legal & General Group pic 12,607,506 4.67
Schroders PLC ; 12,494,272 4.62
Uoyds TSB Group plc 11,203,401 415
Lazard Asset Management LLC 10,342,906 3.83

Disclosures of information to auditors

The Directors who held office at the date of apé}ovol of this Directors’ repd-r-r-éaﬁﬁ-r.r-r:-"tﬁa{ so far cs-ihey are each ow&re, there is no relevant
audit information of which the Company’s auditors are unaware, and that each Director has taken all steps that he ought fo have token as o
Director o make himself aware of any relevant audit information and to establish that the Company’s auditors are aware of that information.

There hove beén no material eve-r-m:rs since -t-he yec:-f-énd.Thé"C.:.ca"r:r.{p;é'Hy prop-c-a-ses to pc.:-iy a ﬁnéf.ordinq-r-\}-aividend-bf 4.5 péF\ce per sﬁan:é in
respect of the 2007 financial year.

Auditors

determine the auditors’ remuneration will be proposed at the forthcoming Annual General Meeting.
Annual General Meeting

The Annual Genaral Meeting of the Gompany will be held on 18 Apfil 2008 at The Oakley Court Hotel, Windsor Road, Water Oakiey, Windsor,
Berkshire 5L4 5UR. A Circular will be sent with this report to shareholders in March 2008 incorporating the Notice of Annual General Meeting and
detailing any special business to be fransacted at that time.

By order of the Board

Paul Boutton
Secretary

19 February 2008

The Morgan Crucible Company ple
Quadrant, 55-57 High Street, Windsor, Berkshire SLd 1LP
Registered in England, No. 286773
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This statement descrices how the Company has agplied the main and supporting principles of the Code., It should be read in conjunction
with the Business review and Remuneration report on pages 16 to 39 and pages 50 1o 59 respectively.

Directors

The Board

The Board is coliectively responsible to the Company’s shareholders for the success of the Company. The Board is satisfied it has met the
Code’s requirements for ifs effective operation. it has set the Company’s strategic aims, which were reviewed during the year and has ensured
that there is a framework of prudent and effective controls which enable risk to be assessed and managed. The Board sets the Company’s
values and standards which are contained in the Statement of Core Values and Ethics Policy, both of which are referred to on page 34 in the
Business review.

The Board met formally nine times during the year to review current performance against agreed objectives and to make and review major
business decisions. There is a schedule of matters specifically reserved for the Board, including significant contractual commitments
(acquisition or disposal of companies/businesses, treasury and intellectual property transactions). the review of the effectiveness of risk
management processes, major capital expenditure and corporate responsibility. Various matters are delegated fo duly authorised sub-
committees of the Board.

During the year a number of changes to the Board were announced. On 7 December 2007, Andrew Given was appointed as a nonexecutive
Director and it was an~ounced that Joe MacHale will refire at the conclusion of the Annual General Meeting o be held in April 2008, At that
point, Andrew Given will become Chairman of the Audit Committee. On 2 January 2008, Mark Lejman resigned from the Board.

As at 4 January 2008, “he Board comprises Tim Stevensaon, Chairman; Mark Robertshaw, Chief Executive Officer; Kevin Dangerfield, Chief
Financial Officer and faur independent non-executive Directors. Joe MacHale is the Senior Independent Director. Biographies of the Directors
are set out on page 41.

All Directors submit themselves for election by the shareholders at the first Annual General Meeting following their appointment and for
re-election at least once every three years. Should a non-executive Director serve for maore than six years his re-election would be subject
to particularly rigorous review. Should any Director serve for longer than nine years he would then be subject to annual re-election.

Beard Audit Remuneration Nominaticn

Higice Eighle Eligible | Higibie
Director to attend Aftended 1o attend Abtended o attend Attended o attend Atended
Tim Stevenson Q Q - - & o) 3 3
Mark Robertshaw Q ? - - - - 3 3
Kevin Dangerfield q Q - - - - - -
Mark Lejman™ Q @ - - - - - -
Joseph MacHale Q Q 5 5 b 4] 3 3
Martin Flower Q 7 5 5 & 6 3 3
Andrew Given 1 1 - - 1 i - -
Simon Headle Q @ 5 5 6 6 3 3
(Excludes meetingg‘anended -t;\-(-i;\-vﬂctic)n ior-c-:li or part of umééhng) ’
*Resigned 2 Janucry 2008.

During 2007, the Chairman and the non-executive Directors met without the executive Directors present.
An appropriate Directors’ and Officers’ liability insurance policy is in ploce.
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Chairman and Chief Executive Officer

The roles of Chairman and Chief Executive Officer are separate. The division of resporsibilities between the Chairman, who is responsible
for running the Board, and the Chief Executive Officer, who is responsible for running the Company's business, is clearly established. set out
in writing and agreed by the Board.

Board balance and independence

In the year under review, the Company complied with the requirement of the Code that at least half of the Board, excluding the Chairman,
should comprise norrexecutive Directors determined by the Board 1o be independent. At the year end. in addition to the Chairman,

whomn the Company deemed to be independent on appointment, the Board comprised two executive Directors and four independent
nonexecutive Directors.

Appointments to the Board

As s further detailed in the report of the Nomination Committee, set out on page 49, -here is a tormal, rigorous and transparent procedure
for appointmenits to the Board.

The Board is safisfied that there are succession plans in place for appointments fo the Board and for senior management.
Information and professional development

The Board receives. in a timely manner, information in a form and of a quality appropriate fo enable it to discharge its duties, with Board papers
generally sent out five working days before each meeting.

All Directors receive a full, formal and taitored induction on joining the Board, and have letters of appointment confirming what is expected
of them.

Training and development needs are assessed as port of the Board Performance Review process and the Directors regularly update and
refresh their skills and knowledge, including their familicrity with the Company. In add tion to the Directors visiting operations and meeting with
management, each year at least cne Board meeting is held at an operating facility. Buring 2007 this took place at the Thermal Ceramics
manufacturing site at Bromborough, Merseyside, UK,

The Directors have access o the advice and setvices of the Company Secretary who, with the Chairman. is responsible for ensuring that Board
procedures are followed and that applicable rules and regulations are observed. The: Directors may also seek independent professional advice
at the Company’s expense in connection with their duties as Directors, and a procedure is in place to facilitate this.

Performance evaluation

The performance of the Board, its committees and of the individual Directors was forrnally reviewed during the yvear.The process was facilitated
by external specialists and included structured inferviews with each Director and with certain members of the Executive Committee covering
overall and individual performance, Board composition, Board dynamics, processes and communications, the effectiveness of committees
and benchmarking. The results of the review were presented to the Board with one-to-one feedback where appropriate. The nonexecutive
Directors, led by the Senior Independent Director. met without the Chairman present o evaluate the Chairman's performance during the year,
taking into account the views of the Executive Directors.

Remuneration

The Board also presents updated information in its Interim reports and other price sensitive announcements.

A summary of the statement of Directors’ responsibilities in respect of the Annual repert and the financial statements is set out on page 49
and the "going concern” statement is set out in the Business review on page 31.

Internal control

The Board has overall responsibility for establishing and maintaining a sound system of internal control to safeguard shareholders’ investment
and the Company’s assets. Through the Audit Committee, the Board reviews the effectiveness of the internal control systern annually. This review
covers all material controls, including financial, operational and compliance controls, and risk management systemns. Over the past year,
internal audits have been focused on smaller sites and in emerging countries 1o help ensure that practices are brought into line with Morgan
Crucible codes of conduct and business ethics, including in respect of import/export control compliance, EHS and accounting. In addition,
crisis management and business continuity plans have been reviewed. As is detailed further in the Business review, the antfi-competitive
behaviour compliance programme is ongoing.The review of internal controls also includes consideration of the Turnbull Risk Review and the
effectiveness of the various risk management systems in ploce to manage the risks icdentified.

The Board delegates the establishrment and implementation of the systems for infernal control and risk management to the operating Divisians
which are responsible for the identification and evaluation of significant risks applicable to their areas of business together with the design and
operation of suitable intemal controls.The Board delegates the monitoring and review of the internal control and risk management systems fo
the Audit Committee assisted by the Risk Management Committee. The Risk Management Committee, which is chaired by the Chief Financial
Officer, reviews the full range of risks faced by Morgan Crucible as a Group, ensures there are adequate systemns in place and evaluates their
effectiveness. Where necessary, the Risk Managemeant Committee initiates action to improve the systerns and ensure compliance.
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The Directors believe that the Group’s system of internal financial controls provides reasonable, not absolute, assurance that the assets of the
Group are safeguarded; transactions are authorised and recorded in a correct and limely manner; and that such controls would prevent
and detfect, within a tirmely period. material errors or imegularities. The system is designed to manage. rather than eliminate, risk and to address
key business and finar.cial risks, including social, environmental and ethical risks. The internal control framework complements the Group's
management structurs. The main features of the formal system for assessing the potential risks to which the Group is exposed are summarised
as follows:

- Financial reporting A detailed budgeting systemn for each Division exists with an annual consolidated budget reviewed and approved by the
Board. Businesses present their revenue and capital expenditure budgets for approval. Monthly results for the Group are presented to the
Executive Committee and the Board, including comparisons against budget and the prior year, The Group's annual and half-yearty results
are reported externally, in addition to interim management statements. The annual resulis are audited and the half-yearly resuits are reviewed
by the auditors.

* Performance monitoring There are regular meetings of the Board and of the Executive Committee. A comparison of forecast and actual
resuls is considered. including cash flows and comparisons against budget and the pricr year, Divisional management teams also meet
regularty fo review performance. Presentations of actual and forecast perfformance are made fo the Executive Committee by the Gioup's
Divisional Chief Executive Officers. In addition, regular site visits are made by members of the Executive Committee.

* Risk managemenitThe identification of major business risks is an ongoing process, and, as noted in the Intemal Control section, this is carred
out in conjunction with operating management. Steps are taken to mitigate or manage any material risks identified. The Board, either directly
or through the Audit Committee, receives reports on financial, taxation, insurance, pension, legal and socidl, environmental and ethical risks
from management. The Divisional Chief Executives cover risk issues at their management meetings and the Director of Operational Risk helps
to ensure that internal confrol and risk management is embedded into the Group’s operations.

- Risk factorsThe businesses of Morgan Crucible are affected by a number of factors, many of which are influenced by macroeconomic trends
and are therefore outside the Company’s immediate control, although as described above and in the Business review, the identification and
management of such risks is carried out systematically.,

Audit Committee and auditors

The Board has formal and transparent arrangements for considering how the Directors apply the financial reporting and internal control
principles, and for maintaining an appropriate relationship with the Company's auditors. This requirement is met by the work of the Audit
Committee, as described below, and by the audit work carded out by the Cormpany’s external auditors, KPMG Audit plc. The Audit Committee
has received confirmation from KPMG Audit plc that its general procedures support the auditors’ independence and objectivity in relation to
non-audit services. After considering such procedures the opinion of the Audit Committee was that the auditors’ objectivity ond independence
was safeguarded despite the provision of non-audit services by KPMG Audit ple.

Relations with shareholders

Dialogue with shareholders

The importonce of dia ogue with major shareholders is recognised and meetings are held in order o help achieve a mutual understanding
of objectives. In this respect, the Chief Executive Officer and Chief Financiat Officer make themselves available to major shareholders as
appropriate throughout the year, in particular at the time of the preliminary and interim announcements, The Chairman aisc discusses
governance and other matters directly with shareholders. The Chairman has attended investor briefings and other non-executive Directors are
offered the opportunity fo aftend meetings with major shareholders and atend if requested. The Senior Independent Director is available fo
attend separate meetings with major shareholders on request.

To help faciliiate dialogue with shareholders, the Investor Relations section of the Company's website includes details of stock exchange
announcements, press releases, presentations, webcasts and other information relevant to investors.

Following the announcement of the Group's Preliminary and Interim resutts and after other significant statements and presentations, an investor
survey is carried out and the results are presented fo and discussed by the Board. In addifion, the Board is provided with brokers’ reports and
feedback from shareholder meelings on a regular basis.

Constructive use of the AGM

The Annual General Meeting is normally oftended by all members of the Board and by o representative of the auditors, The results of the proxy
voting on all resolutions are provided for all attendees. At the AGM held in April 2007, the Chief Executive Officer made a short business
presentation. Shareholders are also invited to ask questions during the meeting, and have the opportunity to meet the Directors and other
memibers of senior monagement before and after the formal mesting.

Board commiitees

The full terms c;f referendé of the folla\-;;ring Boord committees are available upon r-éauesf ar;c-:i"are available Bn the éompony's website,
Audit

The Audit Commitiee assists the Board in effectively discharging its responsibilities for financial reporting and corporate control. Andrew Given
joined the Committee on his appoiniment to the Board on 7 December 2007 and as at 4 January 2008, membership of the Commitiee
consisted of Martin Flower, Andrew Given, Simon Heale and Joe MacHale who is the Committee Chairman, all of whom are independent
Directors.The Commitiee has the power to, and does, request the altendance at meetings of any Director, auditor or memiber of management
as may be considered appropriate by the Chairman of the Committee. The Committee also meets the external and internal auditors without
the executive Directors or other members of management present. The Audit Committee met five times during the year.




The Audit Committee’s terms of reference include:

+ moniforing the integrity of the financial statements of the Company, and any forma! announcements relating to the Company’s financial
performance, reviewing significant financial reporting judgements contained in them,;

- reviewing the Company's infernal financial controls and the Company’s infernal control and risk management sysfems:
- monitoring and reviewing the effectiveness of the Company's intermnal audit function;

- making recommendations to the Board, for it to put to the shareholders for their approval in general meeting, in relation 1o the appointment,
reappointment and removal of the external auditors and to approve the remuneration and terms of engagement of the external auditors;

« reviewing and monitoring the external auditors’ independence and objectivity, ancl the effectiveness of the audit process, taking into
consideration refevant UK professional and regulatory requirements; and

+ developing and implementing policy on the engagement of the exernal auditors to supply non-audit services, taking into account relevant
ethical guidance regarding the provision of non-audit services by the external auditors; and 1o report to the Board. identifying any matters in
respect of which it considers that action or improvement is needed and making recommendations as fo the sleps to be taken.

The Committee has the authority to investigate any matters according to its terms of reference and may obtain extemal advice at the cost
of the Company.The Director of Operational Risk has access fo the Chairman of the Committee and meets, when appropriate, with the
Committee without other executives present.

The work of the Committee in discharging those responsibilities in 2007 included:
* reviewing the Group's 2004 financial statements and 2007 interim results statements prior to Beard approval.

- consideration of the Group’s main business risks and receiving regular updates on areas of risk in accordance with the Turnbull
Committee guidance.

+ reviewing the effectiveness of the Group’s infernal audit ond risk manogement sysfems.
=~ consideration of the work and plans for the internal audit function.

- appraisal of the Company’s whistieblowing and related procedures and policies.

- confirmation of the extemal auditors’ terms of engagement and fee structures; and

- monitoring the level of nonaudit work of the auditors, which in 2007 included services amounting fo £0.5 million, mainty in connection with
acquisitions in the USA, internal control audits undertaken in a number of developing couniries and fax services in various jurisdictions in
connection with compliance work.

To ensure the objectivity and independence of the external auditors the policy implemented by the Committee for the provision of non-audit
services by the external ouditors is in summary as follows:

+ certain nonaudit services may not be provided by the externol auditors;

+ any norraudit work proposed o be placed with the external auditor with a fee in excess of £200,000 should be referred o the
Audit Committee; and

+ the prior approval of the Audit Committee is required for any non-audit work which, when added to the fees poid for other non-oudit work,
would total more than 80% of the audit fee.

The extermnal auditors have processes in place fo safeguard their independence and have written to the Committee confiming that, in their
apinion, they are independent. The Company fast changed its auditors in late 2001 and during the year undertock a formal review of the
external auditor which included a re-tender presentation. Following the review the Commiftee recommended to the Beard that the Group’s
audit work should not be put out to third party tender during 2007.

Remunerction

As is further described in the Remuneration report on pages 50 to 59, the Remuneration Committee has responsibility for sefting remuneration for
all executive Directors and the Chaiman, including benefits such as share options arnd awards under the Company’s incentive plans, pension
fights and any compensation payments. The Commitfee alse monitors the level and structure of remuneration for senior management.

Andrew Given joined the Rermwneration Committee on his appointmeni to the Board, and as ot 4 Jarnuary 2008, membership of the Committee
consisted of Tim Stevenson, Martin Fower, Andrew Given, Joe MacHale and Simon Heale who is the Committee Chairman, The Committee is
assisted in its duties by the Group Chief Executive, the Company Secretary and the Diector of Human Resources, none of whom takes part in
discussion of their awn remuneration or votes on any resolution. The Committee alsa has the power to request, for all or part of any meeting, the
attendance of any Director or member of management as may be considered appmpriate by the Chairman of the Committee. The Commitiee
met six times during the year.

The Commiitee reviews contracts and authorises the remuneration, performance-related and discretionary bonuses (including perfformance
fargets) and other benefils of the executive Direclors. All executive Directors are empioyed on contracts subject to 12 months notice of
termination at any time. It is policy to disclose the fees of any executive Director who serves 0s a norrexecutive Director of another company.
During the year Mark Robertshaw served as a non-executive Director of Rathbone Brothers plc and Mark Lejman served as a nonexecutive
Director of Delta plc. The fees received by Mark Robertshaw and Mark Leiman in this egard are shown on page 56.

______________________________________________________________________________________
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As is further detailed ir the Remuneration report, the Committee uses specialist consuttants and advisers where appiopriate.

The Committee sets re evant criteria for awards granted under the Company’s varicus share and share option schemes. The non-executive
Directors do not participate in share schemes and bonuses nor do they qualify for pension benefits.

The Report of the Remuneration Commitiee, which includes details of Directors’ remuneration and Directors’ interests in options and shares,
is set out on pages 50 fo 59.

Nomination

The Nomination Comrnittee leads the process for Board appointments and makes recornmendations to the Board on the appointment of
new Directors. A major ty of members of the Nomination Committee are independent nonexecutive Directors. At 4 January 2008, membership
consisted of Tim Stevenson as Chairman, Martin Flower, Andrew Given, Simon Heale, Joe MacHale and Mark Robertshaw. Andew Given joined
the Committee on his appointment to the Board on 7 December, 2007.

The Committee has tha power to request the attendance of any other Director or member of management, for all or part of any meeting.
as may be considerec appropriate by the Chairman of the Committee.The Commitee met three times during 2007.

The Nominaticn Committee reviews the balance of skills, knowledge and experience on the Board; succession planning and the leadership
needs of the Group. In light of this review, the Committee prepares a description of the role and capabilities required for a particular
appointment.

Candidates for appointment as Director are considered by the Commifttee, tfaking advice from external consultants where appropriate.

These procedures, including the use of external search consultants, were used in the appoiniment of Andrew Given as a non-executive Director
with effect from 7 December 2007,

The terms and conditions of appointment of nor-executive Directors are available for inspection. Non-executive Directors, including the
Chairman, are asked t2 undertake that they will have sufficient time to meet their commitments to the Company. Their other significant
commifments are disclosed fo the Board before appointment, with a broad indication of the time involved and the Board is informed of any
subsequent changes. The lerms of appointment for nor-executive Directors do not include a notice period.

applicable law and regulations.

Company law requires the Directors to prepare Group and parent Company financial statements for each financial year. Under that law they
are required to prepares the Group financial statements in accordance with [FRSs as adopted by the EU and applicable laow and have elected
to prepare the parent Company financial statements in accordance with UK Accounting Standards and applicable law (UK Generally
Accepted Accounting Practice).

The Group financial staterments are recuired by law and IFRSs s adopted by the EU to present fairly the financial position and the performance
of the Group: the Comrpanies Act 1985 provides in relation to such financial statements that references in the retevant part of that Act fo
financial statements g ving a true and fair view are references fo their achieving a fair presentation and of the profit or loss of the parent
Company for that period.

The parent Company inancial statements are required by law to give a true and fair view of the state of affairs of the parent Company
and of the profit or toss of the parent Company for that period. In preparing each of the Group and parent Company financial statements,
the Directors are requiled to:

* select suitable accounting policies and then apply them consistently.
+ make judgements and estimates that are reasonable and prudent.
« for the Group financial statements, state whether they have been prepared in accordance with IFRSs as adopted by the EU.

» for the parent Company financial statements, state whether applicable UK Accounting Standards have been followed, subject 1o any
material departures disclosed and explained in the parent Company financial statements; and

+ prepare the financia statements on the going concem basis unless it is inappropriate fo presume that the Group and the parent Company
will continue in business.

The Directors are responsible for keeping proper accounting records that disclose with reascnable accuracy at any time the financial position
of the parent Company and enable them to ensure that its financial statements comply with the Companies Act 1985.They have general
responsibility for faking such steps as are reasonably open fo them to safeguard the assets of the Group and to prevent and detect fraud
and other imegulariies.

Under applicable low and regulations, the Directors are also responsible for preparing o Directors’ report, Directors’ Remuneration report and
Comonate Govemance report that comply with that low and those regulations.

The Directors are respensible for the mainfenance and integrity of the corporate and financial information included on the Company’s website.
Legislation in the UK governing the preparation and dissermination of financial statements may differ from legislation in other jurisdictions.

By Order of the Board

Paul Boufton
Secretary

19 February 2008




The Directors’ Remuneration report has been prepared by the Remuneration Commitee (the "Commiftee™) and has been approved by the
Board. Shareholders will be given the opportunity to approve the report at the Annuc! General Meeting on 18 April 2008,

The report has been drawn up in accordance with the Combined Code on Corporcite Governonce, Schedule 7A fo the Companies Act 1985
and the UK Listing Authority Listing Rules.

The Remuneration report is divided info two parts. The first part contains commentary on remuneration policy. which is not required fo be
audited. The second part contains the remuneration tables that have been audited in accordance with the relevant statutory requirements.

The Remuneration Committee

The Rer%unerofioﬁ -(-:ommih‘e;-e- -is respo-ﬁsible fo}-develébing Gron polté;-on executive remu-r-werotion.dnd for determining, on beh(::-lf of the
Board, specific remuneration packages for the executive Directors and the Chairmarn. The Committee’s terms of reference are available on
our website,

During the year the members of the Committee were: Simon Heate (Chairman of the: Committee); Joe MacHale; Martin Flower;
Tim Stevenson; and, from December 2007, Andrew Given, Each of the non-executive Directors is regarded by the Board as independent.
Tirmn Stevenson was independent at the time of his appointment as Chairman to the Board.

The Committee met on six occasions during the year.

The Company Secretary acts as secretary fo the Committee. The Chief Executive Officer and the Director of Ruman Rescurces attend meetings
of the Committee by invitation. No executive Director or other attendee is present when his or her own remuneration is under consideration.

Deloifte and Touche LLP (*Deloitte”) was appointed by the Committee as its retained advisers in February 2007 and has provided advice
on market practice and remuneration policy. During the financial year, Deloitte has also provided unrelated tax and corporate finance services
o the Company.

During the year, the Committee also sought advice from Imbucon and Watson Wyatt, Irmbucon pravided Total Shareholder Return (TSR)
analysis refating o the Company’s share plans and Watson Wyatt provided remuneration consulting services. Imbucon and Waotson Wyatt did
not provide any other services to the Company. Additionally, the Committee had access fo advice from the Chief Executive Officer, the Chief
Financial Officer, the Company Secretary, and the Director of Human Resources.

Directors and senior executives of the right calibre in order o run the Company successfully and to create value
for shareholders.

The policy of the Committee is to ensure that a significant proportion of the total rermuneration opportunity is performance retated and based
on the achievernent of measurable targets which are relevant to and support the business strategy. This is in order to create a strong link
between performance and reward which should be beneficial to shareholders, employees and the Company.

In assessing all aspects of pay and benefits, the Committee takes info account the packages offered by similar companies to ensure that
remuneration packages for executive Directors are competitive against the market in which we compete for talent. For the purposes of such
analysis. comparator companies are chosen having regard to: the size of the company (e.g. market capitalisation, turnover and number of
people employed); the diversity and complexity of its businesses; and the geographical spread of its businesses.

During the year the Committee undertook a comprehensive review of the current incentive arrangements in order to ensure that our executive
remuneration policy and practices confinue to support the business. As a result of this review the following changes were made during 2007:

* In order to provide a more relevant measure of our performance. the conditions for the 2007 LTIP awards were amended from TSR against the
FTSE 350 to TSR against a failored comparator grou and EPS growth.

« No awards were made under the Executive Share Option Scheme,
* Shareholding guidelines have been introduced for executive Directors.

It is infended that the jrevised remuneration structures will continue fo apply in 2008. In addition, shareholder approval is being sought for the
introduction of a new incentive plan, the Bonus Deferral Share Matching Plan, under which participants may voluntarily defer some of their
bonus and eam matching shares based on Group performance. Further details of this plan and the ather components of our remuneration
structures are set out on pages 51 and 52.




The table below summarises the Company's policies in respect of each of the key elements of executive Directors’ remuneration as they
applied during the year and their likely application for 2008

Element Policy Dem:ls“
Base Salary - Provides the fixed element * Benchmarked against companies of similar size and
of the remuneration package complexity in the FTSE 350
- Set at competitive levels against - Annual review date moved to January for 2008 onwards
the market
Annual Bonus - Incentivises the achievement of specific  » Maximum bonus award of 100% of salary.
goals over the shor-erm - Targets based on financial performance (90% of salary)
and the achievement of personal objectives
(10% of salary)
Bonus Deferal Share - Designed to encourage Iong—Terrn + New plan to be introduced in 2008, subject to shareholder
Matching Plan Company growth and to retain key approval, designed to work alongside the Long-Term
individuals over this time period Incentive Plan
- Provides an opportunity for individuals fo -+ Up to 50% of annual bonus may be voluntarily deferred
invest in Company shares and receive into shares for three years
matching shares based an + A matching award of up o three shares for each deferred
Group performance share may be eamed based on the Company’s
performance against stretching earmings per share
(EPS) 1crgets
Long-Term Incentive Plkin . A||gns the interests of executives and + Award of shares based on TSR ond EPS pen‘ormc:nce
shareholders by delivering executive over a threeyear period

Directors and other senior executives
shares as a reward for outstanding

performance
Executive Share Ophon Scheme « Drives and rewards sustained *+ Market value options scheme with awards based on TSR
Company performance performance over a three-yeor period
* No opfion awards were made in 2007 and there is
currently no intention to make awards under the
scheme in 2008
Pension - Provides postrefiement benefits for « Defined benefit scheme subject to o notional earmngs cap
participants in a cost efficient manner + Pension allowance for current executive Directors
(see page 55)
Shareholding guldelmes . Enoouroges execuhves fo buud an interest Policy of 100% of basic salary for executive Directors fo be
in the Company’s shares and supports built up over time
alignment with shareholder interests * Supported by the new Bonus Deferral Share Matching Plan

wh|ch encourages |nvestment in Compony shores

The relative proportion of fixed and variable remuneration for the executive Directors at “target” and “superior” performance is illustrated below.
This is based on the proposed incentive arangements for 2008, assuming maximum deferal under the Bonus Deferral Share Matching Plan.

b

Target 25%
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8 Salary . Bonus LongTerm Incentives

Caleulated on a projeted volue basis assuming 10% per annum share price growth at Target performance and 15% per annum share price
growth at Stretch.




Base salary

The basic salary for each executive Director is determined by the Remuneration Committee, taking inte account the performance of the
individual and having regard fo practice in companies of comparable size and cornplexity in the FTSE 350, Salaries are normally reviewed on
an annual basis.

During 2007, the Committee agreed to change the review date of base salaries from July to January. As a transitional year, an adjustment was
made fo salaries in July 2007, with new salaries agreed for January 2008 as set out below.

At the time of their appointment fo their current positions on the Board, the salaries of Mark Robertshaw and Kevin Dangerfield were
deliberately set at the conservative end of market practice. To reflect their time in role and performance during the year, the Committee agreed
that these should be adjusted fo market competitive levels.

The current base salaries for executive Directors are as follows:

* Mark Robertshaw - £440.000 (effective from January 2008)

* Kevin Dangerfield - £255.000 (effective from January 2008)

The next salary review will fake place in January 2009.

Base salary is the only element of the remuneration package that is pensionable.
Annual bonus

The fargets for the annual borus are set by the Remuneration Committee, taking into account the short- and long-term requirements of the
Company. Challenging goals are set. which must be met before any bonus is paid.This approach is intended to align executive reward with
shareholder return by rewarding the achievement of stretch targets and fostering the: continued development of interdivisional co-operation
and collaboration,

The bonus scheme provides the opportunity for executive Directors fo earmn a bonus of up to 100% of basic salary if stretehing performance
targets are achieved. Of this, 90% relates to financial targets and 10% relates to the achievement of personal objectives.

For 2007, the financial element for executive Directors and senior executives with Group responsibilities was based on underlying operating
profit performance (up to 80% of salary) and operating cash flow (up to 10% of salary). For the executive Director and senior executives
with Divisional responsibilities the financial criteria were failored to each Division and included both underlying profit perfformance and
working capital criteria (up to 70% and 20% of salary respectively for Mark Lejman).The 10% for the achievement of personal objectives
applies to all participants.

The same bonus targets will apply for 2008.

The Committee has the discretion to vary the awards made based on an assessment of the undertying financial performance of the
Company.The bonus targets set for 2007, which were considered to be very stretching, have been substantially met and therefore the bonus
awarded to executive Directors who served during the year was as follows:

Mark Robertshaw - 100% of salary (100% in 2006)
Kevin Dangerfield - 98% of salary {100% in 2006)
Mark Lejman - 20.9% of salary (83.5% in 2006)

Subject to shareholder approval of the Bonus Deferral Share Matching Plan at the 2008 AGM. up to 50% of this annual bonus for Mark
Roberishaw and Kevin Dangerfield may, before entiflernent, be deferred into an award over a number of ordinary shares determined in
accordance with the plan. Entitferrent 1o the relevant proportion of bonus is conditional on such determination.

Long-term incentive arangements

The Committee believes that share ownership by the executive Directors and senior executives helps align their interests with those of the
shareholders. Accordingly the Company operates a number of share schemes for the executive Directors and other senior employees, details
of which are sef out below.

Bonus Deferral Share Matching Plan

Shareholder approval is currently being sought for the introduction of a new longtenm incentive plan, the Bonus Deferral Share Matching Plan,
which will operate alongside the existing incentive armangements. The proposed new plan, in which executive Direciors and senior executives
will be eligible to participate, offers participants the opportunity to ordinarily defer up to 50% of their annual bonus into Company shares.
Participants must hold the deferral shares for three years to be eligible for a matching award. Matching shares may be eamed at the end of
three years in the event that stretching EPS targets have been met. EPS will be adjusted for fux and other special items in order o provide a fair
measure of underlying operating performance.

EEPS pﬁr_if:_rmance ______ e B Mcic-;w-i;vg share: ]
RPI + 15% pa 3x match
RPL+ 10% pa 1.75x match
RP+ 7.5% pa 1x match
RPl + 5% pa 0.5x match
RPl + 4% pa 0.25x match

< RPl + 4% pa Ox match




Long Term (ncentive Plan (LTIP)

The LTIP was approved at the 2004 Annual General Meeting and offers executive Directors and other senior executives the opportunity to
receive shares as a reward for outstanding performance. The scheme allows awards of up to 150% of basic salary, although in exceptional
circumstances the Committee is able to make awards of up to 200% of basic salary. The vesting of the awards is subject to the achievement
of performance targets measured over the three~year pericd from the start of the year in which the award is made.

For awards made prior to 2007, the performance measures were based on the company's Total Sharsholder Retumn (TSR) against the FTSE 350.
30% of the awards vest for achieving median ranked performance with full vesting for upper quartile ranked parformance. For performance
between median and upper quartile, awards vest on a straightine pro rata basis.

During the year the Commitiee reviewed the targets for the LTIP and defermined that these be amended such that 50% of awards are based
on TSR against ¢ tailored comparator group and 50% based on EPS growth (adjusted for tax and other special iterns in order to provide a fair
measure of underlying operating performance).These conditions are considered o provide a closer alignment of reward with the Company’s
business strategy going forwards. These targets applied to awards made in 2007 and will apply for awards to be made in 2008.

The vesting schedule fer the awards is as follows:

% ¢ the Award which vests

Upper quartile ranked performance 50%
Median ranked performance 15%

EPS growth
RPl + 10% pa
RPl+ 4% pa

<RPl+4 % pa

Straightine vesting applies between each point (for both vesting schedules).
The Committee must also be satisfied that the Company's undertying financial performance justifies the tevel of veasting.
The TSR comparator group for the 2007 and 2008 LTIP awards are set out in the table below:

Compary e Dkt A
Bedycote International Meggitt
Charter Rotork
Chemring Group Senior
Cobham Spectris
Cookson Group Spirax-Sarco
FKI Tomkins
Foseco* TT Electonics
Halma Ulira Electronics
IMI Weir Group
Laird Group

2007 componator group only

During the year, an awcrd of 80,000 shares was made o each of Mark Lejman and Kevin Dangerfield. in recognition of the one-off opiion
award made on his apaointment to CEQ in 2006, Mark Robertshaw did not receive an (MNP award during 2007.
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Executive Share Option Scherne (ESOS)

The ESOS was also approved ot the 2004 Annual General Meeting and offers executive Directors and other senicr executives the opportunity fo
receive options granted at the market price of the Company’s shares of the fime of the grant. The scheme allows awards of up to 150% of basic
salary, aithough in exceptional circumstances the Committee is able fo make awards of up to 200% of basic salary.

Option awards are subject o a performance measure based on the comparative TSR performance of the Company measured over the
three-year period from the start of the year in which the option is granfed. TSR is measured against a comparator group comprising the

FTSE 350 at the date of grant. If the Company's TSR performance places it at the median of the comparctor group, 30% of the options will be
exercisable, with 100% of the options being exercisable for upper quartile performance. For performance between median and upper quartite,
options are exercisable on a stroightdine pro rata basis. The Committee must also be: satisfied that the level of vesting is justified by the
Company’s underlying financial performance over the period.

No awards were made under the ESCS in 2007 and there is currently no intention fo make awards under the option plan in 2008.
The details of Options and Awards held by all Directors are shown on page 58.

Savings-~related Share Option Scheme (SAYE)

As UK employees. the executive Directors may parficipate in the Savings-elated Share Option Scheme on the same basis as other gligible
employees and subject to UK iegislation. Scheme members save a fixed amount per month over three years and options have been granted
with an exercise price at 80% of the market price ot the date of grant. Those Directars who received options under this scheme are shown in the
table on page 59. No performance conditions apply to those options as they are a fax-efficient mechanism for all employees fo acquire shares
in the Company at their own cost.

Oiher benefits

where appropriate, relocation and other expenses.
Shareholding guidelines

In order to encourage alignment with shareholders, individual shareholding guidelires were infroduced for executive Directors and senior
executives during the year, Under such guidelines, executive Directors are encouraged to build and maintgin over time a shareholding in the
Company equivalent to at least 100% of basic salary. This policy will be supported with the introduction of the Bonus Deferral Share Matching
Plan under which participants are encouraged to invest a proportion of their bonus into company shares,

Chairman and non-executive Directors

Tim Stevenson was cp-;;oinfed 0-5- Choirmdﬁ onl Bécembér- 2006 and durir-{g the year he received cu;{ annual fee of £1 25,-(-)00.

Non-executive Directors receive a basic fee of £40,000. Additional payments of £4,500 per annum are made fo the Senior Independent
Director, £7,500 to the Chairman of the Audit Committee and £5,000 to the Chairman of the Remunerafion Committee. The Chairman and
non-executive Directors are also entitlied to reimbursement of expenses incurred in aftending Board, strafegy and other meetings. No changes
were made fo non-executive fees during the year. The next review will take place in 2008.

None of the non-executive Directors has a service contract with the Company although they do have letters of appointment which contain
no obligations relating o any notice period. There are no obligations on the Company fo make any payments in lieu of notice fo any
non-executive Director. The non-executive Directors do not participate in any of the incentive, share or share option plans. Each of the
nor-executive Directors is subject to reelection by shareholders every third year ofter their initial confirmation by shareholders as a Director.

Shoutd any non-executive Director serve for nine years or more they would be subject to annual reelection,
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Service confracts

terminated on 12 months’ nolice given by the Company or on six months’ notice given by the Director concemed. Contracts end on each
Director’s anticipated normal refirement daote. The following table shows the date of the contract for each executive Director who served

during the year.

. i} . . B Do of confroct
Kevin Dangerfietd 3 August 2006
Mark Robertshaw 4 August 2006
Mark Lejman (resigned 2 January 2008) 1 March 2004

payment in lieu of notice fo include basic salary, pension contribution, car allowance and, at the Committee’s discretion, bonus for the period
of the notice. If a discretionary bonus is paid. this shall be the pro rata value of the average bonus paid to the Chief Executive Officer in the two
years prior to fermination or 35% of basic salary, which ever is the greater.

The service contract for Kevin Dangerfield does not contoin specific fermination provisions. In the event of early termination. the Company may
be liable to pay an amount in domages having regard to salary, bonus and other benefits that would have been received had he served out
his notice period,

Outgoing directors

"good leaver” status:

+ an annual bonus for 2007, payable af the normal time, based on the acheivement of the targets set for the year:

» a payrment of £278,500 in lieu of salary for the 12 month notice period;

+ atotal of £132,136 in respect of pension benefits, company car allowance, outplacement counselling and legal expenses;

+ the provision by the Company of life assurance and private medical insurance until December 2008 or until fultime employment with
another company, whichever is sconer;

+ the 2004 Executive Share Option Award, having already satisfied the relevant perfformance criteria, will remain exercisable until 1 July 2008.
+ the 2005 LTIP award will vest on the normal vesting date based on the achievernent of the performance conditions set;

+ the 2007 UIP award will vest on the normal vesting date pro rata for time and performance.

Company pensions policy

The executive Directors participate in The Margan Group Senior Staif Pension and Life Assurance Scheme which is a contrib-l:u-tory HMRC-
registered, defined benefit, funded occupational pension scheme. With effect from & April 2006 the basis of the scherme changed from final
salary to career average and the normal pension age increased by five years. its main features are now:

= a normal pension age of 65;

+ pension at normal pension age of two-thirds career average pensionable salary, subject to completion of 20 years' employment
(26 years and eight months for new members);

+ life assurance of four times basic salary (not subject to the scheme eamings cap);
+ dependants pension on death.
Pensionable salary is ihe member's basic salary restricted to a scheme earnings cap of £112,800 for the 2007 /08 tax year.

In addition, executive Directors receive a pension allowance derived from employer contributions based notionally on the registered scheme
pensionable salary in excess of the earnings cap.The value of the pension allowance for each executive Director is set out in the Schedute of
Pay and Benefits table: below.
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External direcforsmps

With the cpprovol of the Board in each case, and subject to the ovemdlng requurements ot 1he Comparny, executive Directors may cuccept
external appointments as non-executive Directors of other companies and retain any fees received.

The total omounts of fees received by Mark Robertshaw and Mark Lejman in respect of non-executive directorships elsewhere were £30,000
and £35,000 respectively.

Performance groph

The following grcph shows the cumulcmve TOTGI shcreholder return (T SR) for 1he Company for the ﬁve—yecr penod to 4 Jcmucry 2008 against the
FTSE 350. Both are rebased to 100 as at 5 January 2003 The FTSE 350 is considered 1o be appropriate for comparison as a broad market index
and the Company forms part of that index.

Total shareholder return for the five-year period 5 January 2003 to 4 January 2008

600

Morgan Crucible -——FTSE 350
500

200 / \
- ///
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The auditors are required to report on the following information:
Directors’ Interests ln shares

Asal
5 Jarwgry 2007

Execufive Directors

Mark Robertshaw 32.000 219,002 219,002
Kevin Dangerfield 13.534 81,463 81,463
Mark Lejman (resigned 2 January 2008) 40,000 195,399 195.399
Non-executive Directors

Timn Stevenson 29.000 29,000 29,000
Martin Flower 15,000 15,000 15,000
Simon Heale 8.000 8,000 8,000
Joe MacHale 1IOO.OOO 100,000 100,000

Andrew Given (appointed 7 December 2007) -

At the market price on 19 February 2008, Mark Robertshaw and Kevin Dcngerﬁeld held shares worth 106% and 68% respectively of their
basic salaries.

Directors’ emolumen‘ls
"""""""""""" Company ponsion. T
Baise salory/fees Annual bonus Other benefits Total emoturnents contribution Other payrmants Total remuneration
.............. T000 eemremeen e 00 B 00 e L. 0. e 0
207 2006 2007 2006 2007 2006 2007 2006 2007 2004 2007 2006 2007 2006
Executive Direclors
Mark Robertshaw 407 348 414 400 23 12 844 760 109 114 - - @53 874
Kevin Dangerfield 225 89 230 a9 17 5 472 183 35 18 - - 507 201
Mark Lejmon . 274 265 58 228 13 i3 345 506 83 A a1 - 839 567
Non-executive Dlrociors
Tim Stevenson 125 10 - - - - 125 10 - - - - 125 10
Martin Flower 40 38 - - - - 40 38 - - - - 40 38
Simon Heale 45 43 - - - - 45 43 - - - - 45 43
Joe MacHale 52 48 - - - - 52 48 - - - - 52 48
Andrew Given™** * 2 - - - - - 2 - - - - - 2 -
Former Director
Warren Knowltont - 360 - 312 - 112 - 784 - 144 190 - 190 Q28
(retired on 3 Aug 06)

* Other benefits include orwcre medical insumonce, the D!UVISIOﬂ or o company car and rue!
** Mark Lejman resigned fror the Board on 2 January 2008.The figures shown under “Other payments” comprise thase payments detalled on page 55.
*** Andrew Given was appointed on 7 December 2007,

1 £178.097 of the “Cther payrents” made to Warren Knowlfon in 2007 relate fo the reimburserment by the Camparny to Warmen Knowtton of US employer social security ¢asts and other
payments made by him in 2007 to the US infemal Revenue Service in respect of his time with the Cormpany. Warren Knowlton's liakility fo make such paymenits resulted from g change in
his tax domicile in December 2005, The sociat securily liability dischanged by him was property an employer cost and fhere was therefore no benefit fo him resulting from this payment.
The batancing figurs of £11.771 rekites fo the cost of providing professional tax advice fo Warmen Knowlion and heaithcom costs both in occordance with the Company's agreement with
hm on his retirerment.
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Directors’ share options

" a4 Januo

At5January  Granted during  Exercised during Lapsed during 2008 grn;ocg Earliest data
. B B 2007 the year . thfyeor fheyeur ofresxgnoﬂon Exercisepnce ofﬁxﬂfc'se Expwydcxre
Mark Robertshaw 200,000 - - - 200,000 145.275p 01.11.07 01.11.14
1,000,000+ - - - 1,000,000 256p 201209 20.12.16
Kevin Dangerfield 10,520 - - - 10,520 180.08p 23.11.04 23111
10,520 - - - 10,520 49.42p 13.12.05 13.12.12
50.000 - - - 50,000 129.05p 22.06.07 22.06.14
150,000 - - - 150,000 256p 203209 20,1216
Mark Lejman*® 200,000 - - - 200,000 129.05p 22,0607 01.07.08

The share price af the year end was 199.5 pence and the high and low during the year were 323 pence and 173 pence respectively.

I This refers to an award mode to Mark Robertshaw following his appointment as Chiel Executive Officer in August 2006.The award is structured as a market volue option over 1,000,000 shares
subject to the performance conditions that apply to awonds under the Bxacutivey Shane Opfion Scheme.
* Mark Lejman resigned from the Beard on 2 January 2008.

“Ason Aicootions during . Shores released | Shares lapsed. TTasat | Morketpriceai | Market price of Perfommance
. 5 January 2007 . meye_gr durir:o.gfheyear“ duﬁng'[heyeor ndJoruory?CO& dc‘ieoi olloccﬁcfl duha__o_l_releuse B pericxis
Mark Robertshaw
2004 LTIP 283,944 - 283,944 - - 129.05p 201.5p 04.001.04 -
04.00.07
2005 LhP 223,967 - - - 223,967 1719p n/a 04.01.05-
04.01.08
2006 LTIP (May) 250,000 - - - 250,000 242.95p n/a 04.01.06 -
04.0.09
2006 LTIP (December) 50,000 - - - 50,000 256p n/a 04.01.06 -
04.01.09
kevin Dangerfield
2004 NP 98,941 - 28.941 - - 129.05p 283.75p 04.01.04 -
04.01.07
2005 LTIP 101,803 - - - 101,803 171.9p n/a 04.01.05-
04.01.08
2006 LTP (December) 107.500 - - - 107,500 256p nfa 04.01.06 -
04.01.09
2007 LTIP - 80.000 - - 80,000 282p n/a 04.01.07 -
04.01.10
Mark Lejman®
2004 TP 265,414 - 265,414 - - 129.05p 283.75p 04.01.04 -
04.01.07
2005 LTIP 211,761 - - - 211.751 171.9p n/a 04.01.05 -
04.01.08
2007 LTIP - 80.000 - 35,556 44,444+ 282p n/a 04.01.07 -
04.01.10

** Pro rated for time with the Compary.




As gt As at 4 Jonuary
SJanvory Granted during  Exercised during Lapsed during 2008 or date
L . 20)7._ the yoar theyt??r theyeor ofresngmﬂop Exert:lseprice Exemtsepenods
Mark Robertshaw
2006 scheme 4,725 - - - 4,725 200p 01.03.10 -
31.08.10
Kevin Dangerfield
2006 scherme 4,725 - - - 4,725 200p 01.03.10 -
31.08.10
Mark Lejman”
2005 scheme 5,565 - - 5,565 - 168p 01.12.08 -

31.05.09

Transfer value of

Accrued benefit ot accrued benefit at Increase/

4 January 2008 Increase in Transfer value of 4 Jonuary 2008 (decreqse) .n

ordoteof occrued benefits Increase in - Transter volue of  occrued benefits or cicrto of treanster value

resignation excluding occrued benefits  (a) less Directors’ at 4 January resignation less Diractoes’

if earlier infirtion (a)  including infialion contributions 2007 it earier contributions

Exgcutive Direciors 2000 000 £000 £000 £000 £000 £000
Mark Robertshaw 10 pa 3pa 4pa 14 35 77 26
Kevin Dangerfield 21 pa 2pa Ipa 34 110 190 70
Mark Lejman® 14 pa 4pa 4pa 43 93 177 67

Notes fo pension benefits

a) The accrued beneit entiflernent for Mark Robertshaw, Kevin Dangerfield and Mark Lejman is the pension which would be paid annudally on
refirerment based on service af the end of the year.

b) The transfer values for the pension benefils have been calculated on the basis of actuarial advice in accordance with Actuarial Guidance
Note GN11.

¢} Members of the pension scheme had the oplion to pay Additional Voluntary Contributions. Neither the contributions nor the resutting
benefits are includied in the above table.

(i) Mark Lejman ceosad to be o Director on 2 January 2008.The transter value of accrued benefits at the end of the yeor is calculated at
2 January 2008.

Mark Robertshaw, Kevin Dangerfield and Mark Lejman also received a pension allowance, defails of which are set out in the Schedule of
Directors’ pay and benefits in the Directors’ emoluments tabte which is on page 57.

The Directors’ remuneration report has been approved by the Board and is signed on its behalf by

Simon Heale
Chairman, Remuneration Committee

19 February 2008




Analysis of shareholdings as at 4 January 2008
- v T Number of Ty Numoerof %ot
sharsholders fotal sharl?s shore copltcz_l_
Size of holding 1-2,000 6,765 7557 3,830,674 1.39
2,001-5,000 1,283 14.33 4,073,337 1.47
5.001-10.000 357 3.99 2,524,816 0.91
10,001-50,000 268 299 5,806,084 210
50,001-100,000 60 0.67 4,337,328 157
100.001 and above 219 245 255,841,835 9256
8,952 100 276 414,074 100
Holding classification Indivicluals 7.682 85.81 15,591,354 5.64
Nominee companies 1,146 12.80 253,426,079 21.68
Trust (pensicn funds etc) 12 0.14 122.875 0.05
Others 12 1.25 7,273,766 2.63
8,652 100 276,414,074 100
Key dates
Dividends Sub;ect o the re!evonf detclled terms and opprovcls of the Board of Directors where apphcoble

Annual General Meetfing

Financiat results

Other information

5.5% Cumulative First Preference shares of £1 each and 1 April 2008 ond
5.0% Cumulative Second Preference shares of £1 each 1 October 2008
18 April 2008

The inferim results are issued in August with the Report and Accounts
for the year normally posted in March

Copifol-;goins fax

The market volué.s of quo-t.e-;d shares-.-and sfocic-s at 31 I';/-I-c-:xrch 1982 were:

" Ordinary ¢hares of 25 pence each 122.5 pence
5.5% Cumulative First Preference shares of £1 each 30.5 pence
5.0% Cumulative Second Preference shares of £1 each 28.5 pence

For capital gains tax purposes, the cost of ordinary shares is adjusted to take account of
rights issues. Any capital gains arising on disposal will also be adjusted to fake account

of indexation allowances. Since the cdjustments will depend on individual circumstances,
shoreholders are recommended to consult their professwncl advisers

gﬁme pric-é“

Company details

The pnce con be obtained on the Compcnys webs:te WWW, morgcmcruc:ble com

Registered office

Compuny registrars

Quadrant 55-57 High Street Wlndsor Berkshire SL4 1LP Registered in England No 286773
Telephone; 01753 837000

Fax: 01753 850872

Website: www.morgancrucible.com

) Copno Reglstrcrs The Registry. 34 Beckenham Road, Beckenhc:m Kent BR3 4TU

Telephone in (UK): 0871 664 0300 (calls cost 10 pence per minute plus network extras)
Telephone (from overseas): +44 208 639 3399

Ermnail: ssd@capitaregistrars.com

Website: www. copﬂoshoreponol com




the year ended 4 January 2008 which comprise the Consolidated income statement, the Consalidated and Company balance sheets, the
Consolidated statement of cash flows, the Consolidated statement of recognised income and expense and the related notes. These financial
statements have been prepared under the accounting policies set out therein. We have also audited the information in the Directors’
Rernuneration report that is described as having been audited.

This report is made solely fo the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985, Our audit work
has been undertaken so that we might stafe fo the Company’s members those matters we are required fo state to them in an auditor's report
and for no other purpcse. To the fullest extent pemitted by law, we do not accept or assume responsibility 1o anyone other than the Company
and the Company's members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsihilities of Directors and auditors

Infernationat Financial Reporting Standards (IFRSs) as adopted by the EU, and for preparing the parent Company financial statements and
the Directors’ Remuneration report in accordance with applicable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice) are set out in the statement of Directors’ responsibilities in respect of the Annual report and the financial statements on page 49.

Cur responsibility is to audit the financial statements and the part of the Directors’ Remuneration report to be audited in accordance with
relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial statements and the
part of the Directors’ Remuneration report to be audited have been properly prepared in accordance with the Companies Act 1985 and,

as regards the Group financical statements, Article 4 of the IAS Regulation. We also report to you whether in our opinion, the information given

in the Directors’ report is consistent with the financial statements. The information given in the Directors’ report on pages 42 o 44 includes that
information presented in the Business review on pages 16 o 29, Financial review on pages 30 and 31, and Risk management section on pages
32 and 33 that are cross referenced from the Principal activities and enhanced business review section of the Directors’ report.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the information
and explanations we require for our audit, or if informiation specified by law regarding Directors’ remuneration and other transactions is
not disclosed.

We review whether the Corporate governance report reflects the Company’s compliance with the mine provisions of the 2006 Combined Code
specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not required to consider
whether the Board's statements on infernal control cover all risks and controls, or form an opinion on the effectiveness of the Group's corporate
governance procedures or its risk and control procedures.

We read other information contained in the Annual report and consider whether it is consistent with the audited financial statements.
We consider the implicatfions for our report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements. Our responsibilities do not extend o any other information.

An audit includes examination, on o test basis, of evidence relevant to the amounts and disclosures in the financial statements and the part

of the Directors’ Remuneration report to be audited. It also includes an assessment of the significant estimates and judgements made by the
Directors in the preparcation of the financial siaternents, and of whether the accounting policies are appropriate to the Group's and Company’s
circumstances, consistentty applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information ond explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the financial statements and the part of the Directors’ Remuneration
report to be audited ars free from material misstatement, whether caused by fraud or other irreguilarity or error, In forming our opinion we

alsc evaluated the overall adequacy of the presentation of information in the financial statements and the part of the Directors’ Remuneration
report to be audited.

Opinion

In our opinion:

+  the Group financial statements give a frue and fair view, in accordance with IFRSs as adopted by the EU, of the state of the Group's offairs as
at 4 January 2008 cnd of its profit for the year then ended:

+ the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Aricle 4 of the
IAS Regulation;

- the parent Company financial statements give a true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the
state of the parent Company's affairs as at 4 January 2008;

+ 1he parent Company financial statements and the part of the Directors’ Remuneration report to be audited have been properly prepared
in accordonce with the Companies Act 1985; and

+ the information given in the Directors’ report is consistent with the financial statements.
KPMG Audit Pic

Chartered Accountants, Registered Auditor
8 Salisbury Square, London EC4Y 8BB

19 February 2008




o ’ Total® o Conﬁn-t-;ing Discominue-c-i- T Tofc;l-
operations operations
2007 2006 2006 2006
- . S . LN im e 2T L m
Revenue 2 693.2 677.8 - 6778
Operating costs before one-off ifems and amortisation of infangibles 5 (605.1) (602.9) - (602.9)
Profit from oporaﬂons before one-off items
and amortisation of intangible assets 88.1 749 - 749
Amortisation of infangible assets 5 (1.6) .2 - (1.2)
Profit from operoﬂons before one-off items 2 86.5 73.7 - 73.7
One-off iterns:
Restructuring costs and costs associated with setflerment of prior
period antitrust litigation G (9.0) (272.7) - (27.7)
Gain on curtaiiment of United Kingdom employee benefit schemes - 11.0 - 11.0
Terminated bid approach costs - 20 - 210
Profit/ (loss) on disposal of property (0.2) 03 - 0.3
Opemhng profit 2 77.3 55,2 - 55.2
Finance income 28.8 26.8 - 26.8
Finance expenses (34.3) (30.2) - (30.2)
Net financing costs 7 {5.5) (3.4 - (34
Loss on disposal of business {0.3) - (.5 {1.5)
Share of profit of associate (net of incomne tax) 13 0.2 - - -
Profit/(loss) before taxation n.z 51.8 (1.5) 50.3
Income tax expense (all relates to overseas tax payable) 8 (15.2) (10.6) - (10.6)
Profit/ (loss) uﬂer taxuilon und for the pariod 56.5 41.2 .5 39.7
Profit/ {loss) for period attributable to:
Equity holders of the parent 526 384 (1.5) 369
Minority interest 39 28 - 2.8
56.5 412 (1.5) 39.7
Eurnlngsl(loss) per share 10
Basic 19.1p 13.4p (05)p 129p
Diluted 18.5p 12.8p (05)p 12.3p
Dividends
Interim dividend - pence 2.25p 1.5p
-£m : 6.3 44
Proposed final dividend - pence 4.5p 3.0p
- €m 1 2 4 8.8

The proposed final dividend is based upon the number of shares oufstondlng at the balance sheet date.

* All current year operations are continuing.
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AS AT 4 JANUARY 2008 i

................................ Y

o 2007 2006
e etaemaeeneaet st meee e em et eee et emeeeeet et eeem et et eet e e et ee e eeemet e meeeeeeeeme e Note tm m
Assets
Property. plant and equipment 1 246.6 230.2
Infangible assets 12 69.8 66.4
Investment in associate 13 5.2 -
Other investments 13 7.5 7.2
Other receivables 16 36.8 1.2
Deferred tax assets 14 258 28.8
Total non-current assofs Nn.7 333.8
Inventories 15 97.7 84.9
Trade and cther receivables 16 1398 136.0
Cash and cash equivalents 17 108.0 97.4
Total current ussefs 3455 318.3
Total assets 737.2 6521
Liabilities
Inferestbearing loans and bomowings 19 193.1 93.2
Employee benefits 21 47.7 427
Grants for capital expenditure 0.2 0.1
Provisions 22 5.7 6.7
Non-rade payables 23 3.7 3.6
Derivative financial liabilities 20 0.2 -
Defermed tax liabilities 14 19.2 284
Total non-current liabllities 269.8 174 7
Bank overdraft 17 20.8 245
Interest-bearing loans and bomowings 19 13.8 13.8
Trade and other payables 23 208.5 2103
Current tax payable 15.2 9.9
Provisions 22 11.8 15. 8
Denvofrve financiakliabilities 20 1.0
Total current Iiablllﬁe.. 2711 2743
Total llabnlmes 540.9 4490
Total net ossets 196.3 203.1
Equufv
Issued capital 18 69.5 73.7
Share premium 18 85.3 85.2
Reserves 18 325 21.3
Retained eamings 18 (l 1. 'I) 6.5
Total equrfy om'ibutuble to equity holders of parent c°mpany 176 2 186.7
Minority inferesi 18 "20.1 16.4
Total equity 18 196 3 203.1

The accounts on pages 62 fo 106 were opproved by the Board of Directors on 19 Februc:ry 2008 and were signed on its behalf by
Mark Robertshaw, Chief Executive Officer
Kevin Dangerfield, Chief Financial Officer
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et oot eeee et eee et eee e oo meee e e eaener e Nete ... LA, I
Operotlng activifies
Profit for the period 56.5 397
Adjustments for;
Depreciation 23.7 24.7
Arnortisation 1.6 1.2
Net financing costs 5.5 34
Loss on disposal of business 0.3 15
Share of profit of associate 0.2 -
Profit on sale of property. plant and equipment 0.1 0.4
Income tax expense 15.2 10.6
Equity setited share-based payment expenses 2.7 3.2
Cash generated from operaﬂons betore chunges In worklng capifal and provisions 105.2 83.9
(Increase)/decrease in trade and other receivables 5.7 87
(Increase)/decrease in inventories (8.5 (11.3)
Increase/{decrease) in tfrade and other payables (15.7 71
Non-cash operating costs relating to restructuring 0.2 4.2
Increase/(decrease) in provisions and employee benefits (8.8) (72.8)
Cash (usad In)lgeneraiad from operations 78.1 (7.4)
Interest paid 12.5 (8.2)
Taxation 12.5 (6.3)
Net cash from operuﬂng activities 53.1 (21.9y
Investing activities
Purchase of property, plont and equipment (34.9) (34.00
Proceeds from sale of property. plant and equipment 1.8 1.1
Purchase of investrments (0.3) (1.8)
Interest received 3.7 35
Acquisition of subsidiaries and associate, net of cash acquired (9.4 (20.7)
Issue of debt to associate (36.0 -
Dlsposol of subsidiaries, net of ccsh dlsposed of - 11.6
Net cash from Invesﬂng activifies (75.1) (40.3)
Financing activities
Proceeds from the issue of share capital - 0.2
Purchase of own shares (47.7) (19.4)
Increase in borowings 102.5 32.3
Payment of finance iease liabilities (0.3 {0.4)
Dividends paid (18 8 (7.4)
Net cash from ﬁnanclng activities 35.7 53
Net increase/ (decrease) in cash and cash equivalents 13.7 (56.9)
Cash and cash equivalents at start of period 735 133.6
Effect of exchange rate fluctuations on cash held 2, 9 k2
Cush and cash equlvalants at period end 17 90 'I 73.5

A reconciliation of cash and cash equivalents to net borrowmgs is shown in note 17,
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___________ Y
"""""" 2007 Tom0s
£m £m
Foreign exchonge fransiation differences 7.9 (17.8)
Actuarial (loss)/gain on defined benefit plans (9.9) 15.2
Deferred tax associated with employee benefit schemes 0.5 (.2
Cash flow hedges:

Effective portion of changes in fair value (1.2) '(ON))
Change in fair value of equity securifies available-forsale 0.3 0.3
Income and expense recognisad direcﬂy in equity £.4) (3.5)
Profit for the period 5 397
Total recognised income and expense for the penod 54.1 36.1
Atftributable jo:

Equity holders of the parent 50.2 333

Minority inferest 3.9 28

54.1 36.1




1. Accounting policies

The Morgan Crucible Company plc (the “Company’) is a company incorparated in the UK. T
The Group financial statements consolidate those of the Company and its subsidiaries (fogether referred to as the "Group*).The parent
Company financial statements present information about the Company as a separate entity and not about its Group.

The Group financial statements have been prepared and approved by the Directors in acceordance with International Financial Reporting
Standards as adopted by the EU (*adopted IFRSs™). The Company hos elected to prepare its parent Company financial statements in
accordance with UK GAAP; these are presented on puges 100 to 106.

The accounting policies sef out below have, unless otherwise sfated, been applied consistently to all periods presented in these Group
financial statements.

Judgerments made by the Directors, in the application of these accounting pelicies that have a significant effect on the financial staterments
and esfimates with a significant risk of material adjustment in the next year are discussed in nofe 28,

(a) Measurement convention

The financicl statements are prepared on the historico! cost basis except that the following assels and liabiliies are stated af their fair value:
derivative financial instruments and financial instruments available-for-sale.

() Basis of consolidation
(7} Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the power, directly or indirectty, to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. in assessing control, potential voting rights that presentty
are exercisable or convertible are taken info account. The financial statements of subsidiaries are included in the consolidated financial
staternents from the date that control commences until the date that control ceases.

(ii} Associates

Associates are those entities in which the Group hos significant influence, but not control, over the financial and operating policies. Significant
influence is presumed to exist when the Group holds between 20% and 50% of the voting power of another entity. Associotes are accounted
for using the equity methad and are initial recognised at cost. The Group's investment includes goodwill identified on acquisition, net of any
accumuloted impairment losses. The consolidated financial statements include the Group's share of the income and expenses and equity
movements of associates, after adjustments to align the accounting policies with those of the Group, from the date that significant influence
commences untii the date that significant influence ceases. When the Group's share of losses exceeds its interest in an associate,

the carrying amount of that interest is reduced 1o nil and the recognition of further losses is discontinued except to the extent that the Group
has an ebligation or has made payments on behalf of the associate.

(iiy Transactions eliminated on consolidation

Intfragroup balances and any unrealised gains and losses or income and expenses ansing from intragroup fransactions, are eliminated
in preparing the consolidated financial statements. Urredlised gains arising from transactions with associates are elimingted against the
investment to the extent of the Group’s interest in the associate. Unredlised losses are eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of impairment.

{c) Foreign cumency
(D) Foreign currency fransactions

Transactions in foreign currencies are transiated at the foreign exchange rate ruling at the date of the transaction. Monetary assets and
liahilities denominated in foreign currencies ot the balance sheet date are franskated fo € stering at the foreign exchange rate ruling at that
date. Foreign exchange differences arising on transiation are recognised in the income statement. Non-monetary assets and liokilities that are
measured in terms of historical cost in a foreign currency are translated using the exchange rate af the date of the: transaction. Norrmonetary
assels and liabilities denominated in foreign currencles that are stated at fair value are transiated to £ stering ot toreign exchange rates ruling
at the dates the fair value was determined.

(i) Financial sfafements of foreign operations

The assets and liabilities of fareign cperations, including goodwill and fair value adjustments arising on consolidation, are translated to

£ sterling at foreign exchange rates ruling at the balance sheet date. The revenues and expenses of foreign operations, are translated to

£ sterling at an average rate for the period where this approximates fo the foreign exchange rates ruling of the dates of the transactions,
Foreign exchange differences arising on retransiation since the adoption of IFRS are recognised directly in a separate component of equity.

(i) Nef investment in foreign operations

Exchange differences arising from the transiafion of the net investment in foreign operations, and of related hedges are taken fo the translation
reserve. They are released into the income statement upon disposal.

(d) Derivative financial instruments

The Group uses derivative financial instruments to hedge its exposure to foreign exchange and inferast rate risks arising from operational,
financing and investment activities. In accordance with ifs freasury policy, the Group does not hold or issue derivative financiol instruments for
trading purposes. However, derivatives that do not qualify for hedge accounting are accounted for as rading instruments.

Derivative financial instruments are recognised initially ot fair value. The gain or loss on remeasurement to fair value is recognised immediately
in profit or loss. However, where derivatives qualify for hedge accounting, recognition of any resultant gain or loss depends on the nature of the
item being hedged (see accounting policy e).

The fair value of forward exchange contracts is their quoted market price of the balance sheet date, being the present value of the quoted
forward price.




1. Accounﬂng pollcies (coniinued)

(e) Hedging
() Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset or liability, or a highly
probable forecasted transaction, the effective part of any gain or toss on the derivative financial instrument is recognised directly in the
hedging reserve. When the forecasted fransaction subsequently results in the recognition of a nenHinancial asset or nondinancial fiability. or

a forecast transaction for a nondinancial asset or nonHinancial liability the associated cumulative gain or loss is removed from the hedging
reserve and included in the initial cost or other camying amount of the nondinancial asset or liability. If & hedge of a forecasted transaction
subsequently results in the recognition of a financial asset or a financial liabitity, the associated gains and losses that were recognised directly
in the hedging reserve are reclassified into profit or loss in the same period or periods during which the asset acquired or liability assumed
affects profit or loss {i.e. when interest income or expense is recognised). For cash flow hedges, ofher than those covered by the preceding two
policy staternents, the associated cumulative gain or loss is removed from the hedging reserve and recognised in the income statement in the
same period or perods during which the hedged forecast transaction affects profit or loss. The ineffective part of any gain or loss is recognised
immediately in the income statement.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge relationship but the
hedged forecast fransaction is still expected to occur, the cumulative gain or loss at that point remains in the hedging reserve and is
recognised in accordance with the above policy when the fransaction occurs. If the hedged fransaction is no longer expected to take place.
the cumutative unreclised gain or loss recognised in the hedging reserve is recognised immediately in the income siatement,

(i} Hedge of monetary assets and liabilifies

Where a derivative financial instrument is used to hedge economically the foreign exchange exposure of a recognised monetary asset or
liability, no hedge accounting is applied and any gain or loss on the hedging instrument is recognised in the income statement.

(iily Hedge of net invesiment in foreign operafions

The porfion of the gain or loss on an instrument used to hedge o net investment in a foreign operation that is determined o be an effective
hedge is recognised directly in the transiation reserve.The ineffective portion is recognised immediately in profit or loss.

(N Property, plant and equipment
() Owned assets

ltems of property. plant and equipment are stated at cost, or af deemed cost, less accumulated depreciation (see below) and impaiment
losses (see accounting policy k). The cost of self-constructed assets Includes the cost of merteriails, direct labour. and an appropriate proportion
of production overheads.

Certain itemns of propetty. plant and equipment that had been revatued to fair vatue on or prior to 5 January 2004, the date of transition to
Adopted IFRSs, are measured on the basis of deemed cost, being the revalued amaount at the date of that revaluation. Where parts of on itern
of property, plant and equipment have different usetul lives, they are accounted for as separate items of property, plant and equipment.

(i) Leased assefls

Leases under the terms of which the Group assumes substantially all the risks and rewards of ownership are clossified as finance leases.
Leased assets acquired by way of a finance lease are stated at an amount equal to the lower of their fair value and the present value of
the minimum lease payments at inception of the lease, less accumulated depreciation and impairment losses.

(i) Depreciation
Depreciotion is charged fo the income statement on a straightine basis over the estimated useful lives of each pont of an item of property,
plant and equlpmenf Lcmd is not deprecloted The estimated useful lives are as follows

Buildings 50 years
Plant and equipment - presses, kilns and furnaces 10-20 years
Other plant and equipment 10 years
Fixtures and fittings 10 years
Motor vehicles and IT equipment 3 years

(g) Intangible assets
() Goodwill

All business combinations are accounted for by applying the purchase method. Goodwill represents amounts arising on acquisition of
subsidiaries. In respect of business acquisitions that have occurred since 5 January 2004, goodwill represents the difference between the
cost of the acquisition and the fair vatue of the net identifiable assets acquired,

In respect of acquisitions prior to this date, goodwill is included on the basis of its deemed cost, which represents the amount recorded
under UK GAAR The classification and accounting treatment of business combinations that accurred prior to 5 Jonuary 2004 has not been
reconsidered. Goadwill is stated at cost less any accumulated impairment Iosses.

Goodwill is allocated to cash-generating units and is tested annually for impairment (see accounting policy k).

(i) Research and development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge and understanding.
is recognised in the income statement as an expense os incurred.




{g) Infangible assets (continued)

Expenditure on development activities, whereby research findings are cpplied to o plan or design for the production of new or substantially
improved products and processes, is capilatised if the product or process is technically and commercially feasible and the Group has sufficient
resources fo complete development, use, and sale of products or processes. The expenditure capitalised includes the cost of materials, direct
labour and an appropriate proportion of overheads. Capitalised development expenditure is stated at cost less accumulated amorisation
(see below) and impairment losses (see accounting policy k). Other development expenditure is recognised in the income statement as an
expense as incurred.

(iify Other infangible assets

Other infangible assets that are acquired by the Group are stated at cost less accumulated amortisation (see below) and impairment losses
(see accounting policy k).

(iv) Amortisation

Amortisation is charged to the income statement on « straightine basis over the estimated useful lives of intangible assets untess such lives
are indefinite. Goodwill and infangible assets with an indefinite useful life are systematically tested for impairment at ecch balance sheet date.

Capitalised development costs 3 years
Computer software 3-b6years
Operating intangible assets 8-20 years

{h) Trade and cther receivables
Trade and other receivables are stated ot their fair value less impairment losses (see accounting policy k).
(i) Inventories

Inventories are stated at the lower of cost and net redlisable value. Net realisable value is the estimated selling price in the ordinary course of
business, less the estimated costs of completion and selling expenses.

The cost of inveniories is based on the firsin first-out principte and includes expenditure incurred in acquiring the inventories and bringing
them to their existing location and condition. In the case of manufactured inventories and work in progress. cost includes an appropriate shane
of overheads based on nomal operating capacity.

(i) Cash and cash equivalents

Cash and cash equivalents comprises cash balances and call deposits. Bank overdrafts that are repayable on demand and form an infegral
part of the Group’s cash management are included as a component of cash and cash equivalents for the purpose of the statement of
cash flows.

(k) Impairment

The carrying amounts of the Group's assets, other than inventories (see accounting policy {) and deferred tax assets (see accounting policy r).
are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the asset's
recoverable amount is estimated (see (i) below).

An impairment loss is recognised whenever the carmrying amount of an asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognised in the income statement.

Impairment losses recognised in respect of cashrgenerating units are allocated first to reduce the carrying amount of any goodwill allocated
to cash-generating units (group of units) and then. to reduce the camying amount of the other assets in the unit (group of units) on a pro
rata basis,

When a decline in the fair value of an availableforsale financial asset has been recognised directly in equity and there is objective evidence
that the asset is impaired, the cumulative loss that had been recognised directly in equity is recognised in profit or loss even though the
financial asset has not been derecognised. The amount of the cumulative toss that is recognised in profit or loss is the difference between

the acquisition cost and current fair value, less any impairment loss on that financial asset previously recognised in profit or loss.

(i) Calculation of recoverable amount

The recoverable amount of the Group's investments in held-to-maturity securities and receivables carried at amortised cost is calculated as the
present value of estimated future cash flows, discounted at the original effective interest rate (i.e.the efiective interest rate computed at initial
recognition of these financial assels). Receivables with a short duration are not discounted. The recoverable amount of other assets is the
greater of their net selling price and value in use. In assessing value in use, the estimated future cash flows are discounted fo their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.

For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the cashr-generating unit

to which the asset belongs.

(i) Reversals of impairment

An impairment loss in respect of a heldto-maturity security or receivable carried ot amortised cost is reversed if the subsequent increase in
recoverable amount can be related objectively to an event occuring after the impairment loss was recognised.




1. Accounting policies (conhnued)

(k) Impaiment (continued)

An impairment loss in respect of an investment in an equity instrument classified as available-for-sale is not reversed through profit or loss. If the
fair value of a debt insfrument classified as avaitableforsale increases and the increase can be objectively related to an event occurring affer
the impairment loss wos recognised in profit or loss, the impairment loss shall be reversed, with the amount of the reversal recognised in profit
or loss.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, an impairment loss is reversed if there has been a change
in the estimates used ic determine the recoverable amount and when there is an indication that the impairment loss may no longer exist,

An impairment loss is reversed only fo the extent that the asset’s carrying ameount does not exceed the carying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.

(I} Share capital

(i} Preference share capital

Preference share capitel is classified as equity if it is non-redeemable and any dividends are discretionary, or is redeemable but only at the
Company's option. Dividends on preference share capital classified as equity are recognised as distributions within equity.

(if) Ordinary share capijal ]

Incremental costs directty attributable to the issue of ordinary shares and share options are recognised as a deduction from equity.

(m) Employee benefits

(D Defined confribution pions

Obligations for contributions to defined contribution pension plans are recognised as an expense in the income statement as incurred.,
(i) Defined benefit plans

The Group's net obligation in respect of defined benefit pension plans is calculated separately for each plan by estimating the amount of
future benefit that employees have eamed in return for their service in the current and prior periods; that benefit is discounted to determine
its present value, and the fair value of any plan assets is deducted.The discount rate is the yield ot the bolance sheet date on AA credit rated
bonds that hove maoturity dates approximating the terms of the Group's obligations. The calculation is performed by & qualified actuary using
the projected unit credit method.

(i) Long-term service benefits

The Group’s net obligation in raspect of long-term service benefits, other than pension plans, is the amount of future benefit that employees
have eamed in return for their service in the current and prier pericds.The obligation is calculated using the projected unit credit method, or
similar approximation, and is discounted to its present value and the fair vatue of any related assets is deducted. The discount rate is the yield
at the balance sheet date on AA credit rated bonds that have maturity dates approxinating the terms of the Group's obligations.

(iv) Share-based payment transactions

The Group operates various share option programmes that allow Group employees to acquire shares in the Company. Under the Long-Terrn
Incentive Plan (LTIP) awards of shares are made fo various key executives and under the Directors” Share Option Plan 2006 (2006 ESOP), the
Executive Share Opfion Scheme 2004 (2004 ESOS) and the Executive Share Option Scheme 1995 (1995 ESOS) share options are granted by
the Company.The Company also maintains an alkemployee sharesave scheme available to employees in the UK and Germany. The fair value
of awards made and options granted is recognised as an employee expense with a corresponding increase in equity. The fair value is
measured at grant date and spread over the period during which the employees become unconditionally entitied fo the options.

The fair value of the opﬂons and awards under each scheme have been meclsured usmg the foilowmg models:

Monte Corlo model

Monte Corto model

The choice of model takes into account the terms and conditions upon which the awards were made and the options were granted.
The amount recognisec as an expense s adjusted to reflect the actual number of share options that vest except where forfeiture is only
due to share prices not achieving the threshold for vesting.




1. Accouniing policles (continued)

{n) Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past event, and it
is probable that an outflow of economic benefits will e required to settle the obligation. If the effect is moterial, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate. the risks specific fo the liability.

() Restructuring

A provision for restructuring is recognised when the Gioup has approved a detailed and formal restructuring plan, and the restructuring has
either commenced or has been announced publicly, Future operaling costs are not provided for,

(i} Onerous contracts

A provision for onerous contracts is recognised when the expected benefils to be derived by the Group from a contract are lower than the
unavoidable cost of meeting its obligations under the contract.

(o) Trade and other payables

Trade and cther payables are stated at their fair value.

{p) Revenue

() Goods sold

Revenue is recognised in the income statement when the significant risks and rewards of ownership have been transferred to the buyer.

(i) Government grants

Government grants are recognised in the balance sheet initially as deferred income when there is reasonable assurance that if will be
received and that the Group will comply with the conditions aftaching to it. Grants that compensate the Group for expenses incurred are
recognised as revenue in the income statement on a systematic basis in the same periods in which the expenses are incurred. Grants that
compensate the Group for the cost of an asset are recognised in the income siaternent as other operating income on a systernatic basis
over the usefu! life of the asset.

{q) Expenses
() Operdating lease payments

Payments made under operating leases are recognised in the income statement on a straightine basis over the term of the lease. Lease
incentives received are recognised in the income statement as an integral part of the total lease expense.

(i) Finance lease payments

Minimum lease payments are apportioned between the finonce charge and the reduction of the cutstanding liability. The finance charge is
allocated to each period during the lease ferm so as to produce a constant periodic rafe of inferest on the remaining balance of the liability.

(i) Net inancing costs

Net financing costs comprise interest payable on bonowings calculated using the effective interest rate method, inferest receivable on funds
invested, gains and losses on hedging instruments that are recognised in the income statement (see accounting policy e), expected retum
on IAS 19 pension assets and interest on 1AS 19 obligations. Interest income is recognised in the income statement as it accrues, using the
effective interest method.

(") Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the income statement except to
the extent that it relates fo items recognised directly in equity, in which case it is recognised in equity,

Current fax is the expected tax payable on the taxable income for the year, using fax rates enacted or substantively enacted ot the balonce
sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for femporary differences between the carrying amounts of
assets and liabilities for financial reporfing purposes and the amounts used for taxation purpeses.The following temporary differences are
not provided for: the initial recognition of goodwill, the initial recognition of assets or liabilities that affect neither accounting nor taxable profit,
and differences relating to investments in subsidiaries to the extent that they will probably not reverse in the foreseeable fulure. The amount of
deferred tax provided is based on the expected manner of redlisation or seftflement of the carrying amount of assets and liabilities, using tax
rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only fo the extent that it is probable that future faxable profits will be available against which the asset can
be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

(s) Segment reporting

A segment is a distinguishable component of the Group that is engaged in providing products in a pardicular line of business (business
segment) or in providing products within a particular economic environment {geographic segment), which is subject fo risks and rewards
that are different from those of other segments.The Group’s primary business segments are its divisions.




1. Accounting policles (continued)
(1) Discontinued operalions

A disconfinued operation is a component of the Group’s business that represents a separate major line of business operations. Classification
as a disconfinued operation cccurs upon disposal or when the operation meets the criteria fo be classified as held for sale, if earlier.

Discontinued operations are presented in the income statement (including the comparative period) as a column analysing the post fax profit
or toss of the discontinued operation and the post tax gain or loss recognised on the remeasurement fo fair value less costs to sell or on
disposal of the assets/disposal groups constituting discontinued operations.

(u) Classification of fincncial instruments issued by the Group

Financial instruments issued by the Group are treated as equity (i.e. forming part of shareholders’ funds) only fa the extent that they meet the
following two conditions:

(i} they include no contractual obligations upon the Group to defiver cash or other financial assets or to exchange financial assets or financial
liabilities with another party under conditions that are potentially unfavourable o the Group: and

(ify where the instrumert will or may be settled in the Company’s own equity instruments, it is either a non-derivative that includes no obligation
! to deliver a variable number of the Company’s own equity instruments or is a derivative that will be seftied by the Company exchanging a
| fixed amount of cash or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met the proceeds of issue are classified as a financial liobility. Where the instrument so classified takes the
legal form of the Compary’s own shares, the amounts presented in these financial statements for called up share capital and share premium
account exclude amounts in relation fo those shares.

Finance payments associated with financial liabilities are dealt with as part of finance expenses. Finance payments associated with financial
instruments that are clossified in equity are dividends and are recorded directly in equity.

{v) Investments in debt and equity securities

Investments in debt and equity securities held by the Group are classified as being avaitable-forsale and are stated at fair value, with any
resuliant gain or loss being recognised directly in equity (in the fair value reserve), except for impairment losses and, in the case of monetary
iterms such as debt securities, foreign exchange gains and losses. When these investments are derecognised, the cumulative gain or loss
previously recognised cirectly in equity is recognised in profit or loss. Where these investments are interest-bearing, inferest calculated using
the effective interest method is recognised in profit or loss.

(w) Interest-bearing borrowings

Interest-bearing borowings are recognised initially at fair value less attributable fransaction costs. Subsequent to initial recognition, inferest-
bearing borrowings are stated at amortised cost with any difference between cost and redemption value being recognised in the income
statement over the period of the borrowings on an effective interest basis.

(x) Capitalisation of borrowing costs

' Borrowing costs are capitalised when they are incurred on raising specific funds fo finance a major capital project, which will be a significant
productive asset.

{y) Dividends
Dividends payable are recognised as aiiability in the period in which they are dectared.
{Z) Own shares held by ESOP trust

Transactions of the Group-sponscred ESOP trust are included in the Group financial statements. In particular, the trust's purchases of shares in
the Company are debited directly to equity.

(aa) Adopted IFRSs nol yet applied

The following adopted IFRSs were available for early application but have not been applied by the Group in these financial statements:
(I} IFRS 8, Cperating Segments

(D IFRIC 11, IFRS 2 - Group and Treasury Share Transactions

The Group does not expect the above amendments fo have any significant impact on the financial statements for the period commencing
5 January 2008,
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! 2. Segmeni reporting

The Group s primary business segmenfs are its divisions. A decnphon of the types of products and services sold by each divison is included in
the bus:ness review.The Groups secondory busmess segments are the geogrophlccl regions in which the Group operates.

I . 5 B Corbon TechnlcalCeromucs Thermcx_l_@_eramms ___.Moﬂen I\_dftcls\/sterr_\_s B Conso!ldafed

- 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

- im &m L] AN o

. Revenue from

| external cusiomers 216.6 213.6 152.6 162 5 291 9 271.2 321 305 693.2 677.8

. Segment prom 3.7 285 14.7 19 3 33 2 12.9 21 4.1 81.7 64.8

' Unallocated costs (4.4) 9.6)

' Operating profi‘l 77.3 55.2

' Net financing costs (5.5) (3.49)

| Loss on disposal of business {0.3) (1.5

| Share of profit of associate

| (net of income tax) 0.2 - - - - - - - 0.2 -

| Income fox expense (15.2) (10.6)

| Profit for the penod 56.5 39.7

| Segment opercmng profif

| before ono-off items* 36 33.8 19.9 17.0 32.7 24.7 3.9 32 21.1 78.7
Unallocated costs (4.6) 6.0
Opercmng profri before one—off items‘ 86.5 73.7

. Comon ... Technical Ceromics Themnal Ceromics | Molten Mefal Systems Consolidated
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
£€m £m £m &m £m _&m _&m gm gn  &m
Segmen’r assets 194.9 174.7 123.4 128.4 2701 253.1 344 27.3 622.8 583.5
Unallccated cssets 114.4 68.6
Toh::l c:ssets 737.2 652.1
Segment l|c:b||mes 55.3 &2 39.6 46.3 96.6 89.4 13.7 2.8 205.2 206.7
Unollocofed Ilobllmes 335.7 2423
To?c:! |IObI|ITJeS 540.9 449.0
Segment ‘cash flows from
operating activites 23.4 13.2 18.6 1.4 42.1 8.8 35 0.7 87.6 16.5
Uncnlloccted cash ﬂows (34.5) (38.4)
Cash ﬂows from opercmng c:chvmes 53.1 (21.9)
Cash flows from investing activities (75.1) (40.3)
Cash fiows from ﬁnancmg activities 35.7 53
Segment ccpﬁol expenditure 14.2 12.1 55 57 12.7 120 22 1.3 34.6 31
Unallocated copltol expendﬂure 0.3 0.6
Total c:c:pltol expendlture 34.9 31.7
:cf,g_mon " Technical Ceramics “Thermal Ceromics Molten Mefal Systems Consohdu‘ted
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
£m em em £m em em em €m £m em
Segment deprecnc:hon 7.0 6.9 6.8 79 8.8 2.0 1.0 0.9 23.6 24.7
Unoilocoted deprecwhon 0.1 -
Total depreclonon 237 24.7
Segmenf amortisation 0.4 03 0.1 0.2 0.7 0.6 0.1 0.1 1.3 1.2
Unallocated cmorhschon 0.3 -

Total cmorhscmon N K.) 1.2




2. Segment reporting (continued)

Americas | For East and Austiclia | Middle Ec:s'rcmd Atica Consoiidated

Tawr 206 2007 2006 2007 2006 007 2006
gm  &m £m &m _&m &m &m _&m
Revenue from
external customers 280.7 261.9 291.7 302.4 108.6 100.0 12.2 13.5 693.2 677.8
Segment assets 2086.0 277.1 221.4 2108 109.3 89.4 6.1 6.2 622.9 5835
Urallocated assets 114.4 68.6
Tolal assets 737.2 6521
Segmem ccsh flows from
operating activities 14.5 (40.4) 50.9 37.8 20.7 16,5 1.5 206 87.6 16.5
Unallocated cash flows (34.5) (38.4)
Cash flows from operchng activities 53.1 219
Cash flows from mveshng activities (75.1) (40.3)
Cash flows from financing activities 35.7 5.3
Copltol expendlture 134 1.0 13.6 14.8 7.4 a7 0.2 0.6 34.6 31
Unollocoted copltc! expendnure 0.3 0.6
Total capﬂol expendﬁure 349 3.7

3. Disconﬂnued
There were no discontiriued opero'hons in 2007.In 2006 the Ioss of £1.5 million relofed molnly to prior yecr dlsposol costs.
4, Acquxsﬂions

Acquisitions in 2007

On 31 July 2007 the Group acquired a 49% stake in Clearpower Ltd, a company that via two other intermediary holding companies own 100%
of NP Aerospace Utd. Th= principal activity of NP Aerospace Ltd is the development, manufacture and marketing of ballistic and non ballisfic
products in the defence and civil sectors. Our 49% share of the revenue and profit of this acquisition, had this acquisition taken place at the
beginning of the period, is £26.1 million and £1.1 million respectively.

Eﬁecf of acquisition

Co;l:ying

value before Provisicnal

________________________________ coqui_s:iﬁon fair vialues

2007 2007

£m £m

Intangible assets 247

Property, plant and equipment 1.8 1.8

Other working capital 5.7 5.7
Inferest bearing bormowings (25.0) {25.0)
Loan from Morgan Crucible (36.0)
Deferred taxation 6.9)
(35.7)
Morgon Cru0|ble s 49% share {12.5)

Goodwill 225

Morgcm Crumble S equm/ investment in NP Aerospace L’rcl 5.0

Goodwill represents future economic benefits arising from assets that are not capable of being identified individually or recognised as
separate assets. This will include acquirer specific synergies such as cross selling opportunities and the enhancement of technologies and
processes between existing and acquired sites.

Acquisitions in 2006

On 16 February 2006 the Group increased its stake in Morganite india Uid from 50.5% to 76% and on 3 April 2006 acquired the distribution rights
for domestic Indian sales. Total consideration paid was £2.0 milion. The company's principal activity is the manufaciure and sale of crucibles
and furnace related accessories. In the year to 4 January 2007 the subsidiary contributed net profit of £0.2 million fo the consclidated net profit
for the year.

On 31 March 2006 the Group acquired the fibre business assets of Viesuvius USA Corporation and Vesuvius Skawina Materialy Ognictrwale SP
Z0.0 for £10.8 million.The company’s principal activity is the manufacture of fibre products. In the nine months to 4 January 2007 the subsidiary
contributed net profit of £0.1 million to the consclidated net profit for the year. The revenue and profit of this acguisition, had this acquisition
taken place at the beg nning of the period, is £9.7 million and £0.1 million respectively.
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4. Acquisitions (continued)

on1 Apri|.2006 the Group acquired 51 % of the shares in Morgor-{ Thermal Ceramics Sukﬁoy log Limited for €1.7 million. The COMPAany’s
principal activity is the manufacture of ceramic fibre and fibre products for thermal insulation. In the nine months fo 4 January 2007 the
subsidiary contributed net profit of £nil fo the consolidated net profit for the vear.

On 1 April 2006 the Group acquired 100% of the shares in Diamond Crucible Company Pvt. Limited for £1.4 million. The compary’'s principal
activity is the manufacture of crucibles and furnace related accessories. In the nine months fo 4 Jonuary 2007 the subsidiory contributed net
profit of £nil to the consolidated net profit for the year.

On 8 April 2006 the Group acquired 51% of the shares in Morgan Luyang Thermal Ceramics Company Limited for £0.5 million. The company’s
principal activity is the manufacture of mullite sol-gel fibre for high temperature insulation. In the nine months to 4 January 2007 the subsidiary
contributed net profit of £nil to the consolidated net profit for the year.

On 20 July 2006 the Group acquired the assets of Aceram Materials and Technology Inc for a contingent maximum consideration of
£5.8 millior with £1.9 million paid during 2006.The company's principal activity is the manufacture of carbon products. In the five months fo
4 January 2007 the subsidiary contributed net profit of £0.1 million to the consolidated net profit for the year.

On 26 Qctober 2006 the Group acquired 75% of the shares in Beijing Yingtelai Morgan Thermal Ceramics Textiles Co. Limited for £4.7 million

of which £2.5 million was paid during the period. The company’s principal activity is the manufacture of textile products for thermal insulation.
In the two months to 4 Janugry 2007 the subsidiary contributed net prefit of £nil to the consolidated net profit for the vear.

Effect of acquisitions

The acquisitions had the following effect on the assets and liabilities of the Group:

Caying
value before Provisicnal
acquisition fair vatues
...... e e
Acquisition of Vesuvius USA Corporation and Vesuvius Skawina Materialy Ogniotrwale SP Zo.O
Intangible assetls - 4.0
Property. plant and equipment 1.4 1.4
Cther working capitat 1.2 1.1
Provisions - 0.2)
Net assets acquired 6.3
Goodwill 45
Total consideration paid 10.8
Other acquisitions
Intangible assets - 6.9
Property. plant and equipment 26 24
Other working capital 0.3 02
Provisions - (0.3}
Cash and cash equivalents 1.1 1.1
Minority inferests - (2.6)
Net assets acquired 7.7
Goodwill 8.3
Total consideration 16.0
Deferred consideration 6.3)

-r:.l-ef considéroﬁon pcud ) h h i h h 9.7




5. Operating costs bofore one-off Items

2007 2006
£&m &m

Chcnge in stocks of finished goods and work in progress 4.7 05
Row moaterials and consumables 167.1 166.3
Qther external charges 124.7 114.4
Employee costs:
- wages and salaries 169.0 1705
- share-based paymenits 2.7 3.2
- social security costs 34.8 349
- other pension costs 8.6 10.3
Total 215.1 218.9
Depreciation;
- owned assets 235 244
- assets held under ﬁncnce Iecses 0.2 0.3
Total 23.7 24.7
Rentals under operatir g leases:
- hire of plant and machinery 1.5 1.6
- other operating !eose=s 5.5 6.5
Total 7.0 8.1
Other operating charges and mcome
- foreign exchange losses 21 25
- other operating charges 67.1 73.0
- foreign exchange gains (2.8) 2.4)
- cther operating income (3.6) 3.1
Total 62.8 70.0
Total operating costs before one-off items and amortisation of intangible assefs 605.1 602.9
Amortisation of intang ble assets 1.6 1.2
Total opercxtlng oosts tefore one—off items 606.7 604.1

The Group recognised £8.7 milliocn in expense in respect of research and development (2006 £8.2 million}.

A summary of the audit and non audit tees in respect of services provided by KPMG charged to operating prefit in the year ended 4 January
2008 is set out below

2007 2006
£m £&m
Fees payable to the Company s auditor for the audit of the Compcnys ‘annual accounts 0.4 04
Fees payable to the Company’s auditor and its associates for other services:
- the audit of the Comrpany's subsidiaries pursuant fo legislation and other services 1.0 09
- tax services 0.3 02
- other sennces 0.1 0.1
1.6 1.6

In addition, KPMG was pcnd £0.3 million in respect of the proposed acquisition of Cerfech and Carpenter Advanced Ceramics. As part of the
prior year ¢osls incurred in respect of the ferminated bid approach, £0.8 millicn was paid to KPMG,




6. Staff numbels

. Nurnber otemplovees
2007 2006
United Kingdom 1,293 1.391
Rest of Europe 1,841 1.840
The Americas 3,30 3.260
Far East and Australia 2,896 2,614
Middie East and Africa 276 279
9, 607 9,384
Carbon 38N 3,734
Technical Ceramics 2,035 2103
Thermal Ceramics 3.215 2,999
Molten Metal Systems 539 540
Corporate 7 a
9.607 2.384
7. Net finance income and expense )
h - h 2007 2006
_____ fm L
Recognised in proﬂf or loss
Interest income on bank deposits 39 35
Expected return on 1AS 19 soheme osseTs 249 233
Finance i income 28.8 268
Interest expense on financial liabilities measured of omomsed cost {(1.1) 8.1
Interest on 1AS }9 obligations (23.2) (22.1)
Finance expense (34.3) {30.2)
Net ﬁncncmg costs (5.5) 3.4)
The above finance income and expense include the l‘c.llowmg in fespect of
assets/(liabilties) not ot fair value through profit or loss:
Total interest i income on ﬁncmcuol cssets 3.9 3.5
Total interest expense on ﬁnonc:ol I:ob:lmes (11.1) @é.n
Recognised directly in equiiy
Net change in fair value of available for sale financial assets 0.3 0.3
Effective portion of changes in fair value of cash flow hedge 1.2 ((CR)!
Effective portion of change in fair value of net investment hedge 6.9 -
Foreign currency trc:nslohon d|fferences for foreign operohons 14.8 (17.8)
7.0 (17.6)
Recognised In;
Fair value reserve 03 03
Translation reserve 7.9 (17.8)
Hedging resenve 1.2) Q.1
7.0 (17.6)




8. Taxation - income tax expense

2007 2006
_________ . .. T
Current tax expensa
Current year 19.0 125
Adjusiments for prior y2ars 1.6 06
20.6 131
Deferred tax expense
Origination and reversal of temporary differences a2) 29
Benefit of losses recognised 6.7 (5.4)
(5.4) (2.5}
Total income tcx expense in mcome s’rcltement 15.2 106
Reconcnllohon of effechve tax rc're
""""""""""" 2007 2007 2006 2006
________________________________________________________________________________________ - gm * m *
Profit before tax .7 50.3
Income fax using the domestic corporation tax te 214 30.0 151 300
Nondeductible experses 1.1 1.5 2.3 4.4
Prior year tax losses ard other assets not previously recognised for defered tax (12.0) Q(6.7) (7.3 (4. 5)
Under provided in prior years 1.6 2.2 0.6 1.2
Other (including the wnpcc:t of overseas Tcx rctes) N | 43 ('R D] (0.2)
15.2 21.2 10.6 21.1
Income tax recognised directly in equity
Actuarial gains and losses 0.5 1.2)
Total income tax recoginised directly in equity 0.5 (1.2)

Costs of restructunng were £9.8 million {2006 £239 mﬂhon) and net legal costs recoverable associated with sefflement of anti-trust Imgchon
were £0.8 million (200¢: a cost of £3.8 million).

10. Earn!ngs per share

Basic earnings per share

The calculation of basic eamings per share at 4 January 2008 was based on the profit aftributable to equity holders of The Morgan Crucible
Company plc of £52.¢4 million (4 January 2007 £36.9 million) and a weighfed average number of ordinary shares outstanding during the
penod ended 4 Jcnuclry 2008 of 275 659,262 (4 January 2007 287 1 10 574) colculcTed as follows

. s . .-

£m £m
Profit aﬁ'r'lbutuble'i;.equlty hoiders of "Tﬁ-enﬁlorgan Crucible COmpcmv- plc ----------------- h 52.6 369
Weighted average number of ordlnury shares:
Issued ordinary shares of 5 January 293,225,142 293,188,372
Effect of shores |ssued in period and treasury shares held by the Compc:ny (17 565, 880) (6.077.798)
Weighted cvercge number of ordlnc:ry shares during the perlod 215 659,262 287,110,574




10. Eamlngs por share (conﬂnuod)
Diluted eamings per share

The calculation of diluted earnings per share at 4 January 2008 was based on the profit aftributable to equity holders of The Morgan Crucible
Cempany plc of £52.6 million (4 January 2007: £36.9 millicn) and a weighted average number of ordinary shares outstanding during the
period ended 4 Jdnudry 2008 of 283, 598 328 (4 Jdnuory 2007. 298 @38, 120) calculated as follows:

£&m &m
Profit oﬂributable to eqtu holders of The Morgan crucible COmpanv plc 52.6 369
Weighted clveroge number of ordinarv shares:
Weighted average number of ordinary shares 275,659,262 287110574
Effect of share ophons/ incentive schemes 1.939,066 11,827,646
Diluted weighted average number of ordlncry shcres 283,598,328 298,938.120
Diluted ecrnlngs per share (pence) 18.5p 12.3p

Earnings per share before one-off items

The calculation of earnings per share before one-off items at 4 January 2008 was based on profit from operations and share of profit of
associate, before one-off items less net finance costs, income tax expense (excluding tax credit arising from one-off items of £0.6 million
{4 January 2007; £5.6 million)) and mincrity interest of £61.5 million (4 January 2007: £51.3 milion) and a weighted average number of
ordinary shdres ouistcmdnng dunng the penod ended 4 Jdnudry 2008 of 275,659, 262 (4 January 2007 287,110, 574) colcu!oted as follows:

2007 2006

£m £m
Proﬁil‘rom operuﬂons und shurs of profi t ol assoicate, before one-oﬂ Ifems lass nai ﬁnunce cosis
income tax expense and rnlnorliy interest 615 51.3
Welghted average number of ordlnury shares:
Issued ordinary shares at 5 January 293,225,142 293,188,372
Effect of shdres issued in period and treasury shares held by the Compdny (17.565,880) (6077,798)
We|ghfed average number of ordlncry shares during the pericd 275, 65? 262 287,1 10,574
Eornlngs per shcre before one-off |1erns (pence) 22 3p 17.9p

Diluted eamings per share before one-off items

The calculation of diluted eamings per share before one-off items at 4 January 2008 was based on profit from operations and share of profit
of associate, before one-off items less net finance cosfs. income tax expense (excluding fax credit arising from one-off items £0.6 million

{4 Jaruary 2007: £5.6 million)) and minority interest of £61.5 million (4 January 2007: €61.3 million) and a weighted average number of
ordinary shcres oufsfondlng dunng the penod ended 4 Jc:nuc:ry 2008 of 283 598 326 (4 Jcnucry 2007: 298,938,120} cc:lculcted as follows

................ 007

&m £m
Profit from oporaﬂons and share of proﬁf of ussoclafe. before one-off items less nef finance costs R N
income tax expense and mlnorﬂy interest 61.5 513
Weighted average number of ordinury shares:
Weighted average number of ordinary shares 275,659,262 287,110,574
Effect of share ophons/ incentive schemes 7.939.066 11.827.546
Diluted weighted average number of ordlnory shares 283 598 328 296938120

Dllufed earmnings per shore before oneoff itemns (pence) ” B N.7p B 17.2p




11. Property, plani and equlpmenf

Plont and

Land and equicment

buildings and fixtures Total
e eeeee e eeC e e A £ 8 e eeee e oo eeeeeee £ £eme et eeee e oot eeemmeee ot eeeeemeeeeeeeermeeer e reeemeee m L m
Cost
Balance at 5 Jonuary 2006 1311 382.6 513.7
Acquisitions through business combinations 1.1 25 3.6
Additions 5.8 249 30.7
Disposals (.4 (4.2 (15.6)
Effect of movement in foreugn exchange (7.5 (20.6) (28.1)
Balance otd Jonuary 2007 120.1 375.2 504.3
Balance at 5 January 2007 1291 375.2 504.3
Acquisitions through business combinations - 0.7 0.7
Additions 3.8 32a 35.9
Disposals (3.5) (2.9 (16.4)
Eifect of movement in orergn exchonge 6.5 12.4 18.9
Balance at 4 January 2008 135.9 407.5 5434
Depreciation and impalrment Iosses
Balance at 5 January 2006 33.8 244.6 2784
Depreciation charge for the year 34 21.3 247
Disposals 0.8} (12.3) (3.1
Effect of movement in ‘orengn exchange (2.2) (13.7) (15.9)
Balcnce atd Jonuory 2007 34.2 2399 2741
Balance at 5 January 2007 34.2 239.9 2741
Depreciation charge for the year 3.2 205 237
Disposals (1.2) (10.2) (11.4)
Effect of movement in ‘oreign exchonge 2.2 8.2 10.4
Balance clt 4 Junuary 2008 364 258.4 2068
Cmrylng umounts
AtS Jcnucry 2006 7.3 138.0 2363
At 4 Jonuorv 2007 4.9 135.3 230.2

At 4 January 2008 h h h 97.5 149.1 246.6




12. Intangible assets

Operating Computer
Goodwill intangibles software Total
&m &m £m em
Cost
Balance at 5 January 2006 439 - 19 51.8
Acquisitions through business combinations 12.8 10.1 - 229
Addlifions - extermally purchased - - 1.0 10
Disposals - - (0.5) (0.5)
Effect of movement in foreign exohonge 2.7y - ©.3) @B.0)
Bc:|c1nce 01 4 Jcnuc:ry 2007 54.0 10.1 8.1 722
Balance at 5 January 2007 54.0 10.1 8.1 722
Acquisitions through business combinations 1.1 - - 1.1
Additions - externally purchased - - 1.2 1.2
Disposals - - (0 2) (0.2)
Effect of movement in forF-.lgn exchonge 20 0.7 3.1
Balance at 4 Januurv 2008 57.1 10.8 9.5 77.4
Amorﬂsaﬂon and impairment Iossos
Balance at 5 January 2006 - - 52 52
Amortisation charge for the year - 04 08 1.2
Disposals - - (0.4) 0.4)
Effects of movernent in foreign exchonge - - 0.2) (0.2)
Balance at 4 Jcmucry 2007 - 0.4 54 58
Balance at 5 January 2007 - 0.4 54 5.8
Amortisation charge for the year - 0.8 0.8 1.6
Disposals - - (0.2) (0 2)
Effects of movement in foragn exchange - 0.1 0.3
Balance at 4 Jonuary 2008 - 1.3 6.3 7.6
Ccrrvlng amounts
At 5 January 2006 43.9 - 27 a6.6
At 4 January 2007 54.0 Q7 2.7 66.4
At 4 January 2008 57.1 9.5 3.2 9.8
Operating intangibles include customer relo’nonshlps and potents and trademarks.
Impairment test for cash-generating units containing goodwill
Goodwill oﬂnbuted to eoch dnns:on isas foilows
T 2007 “w0s
Carbon 17.4 163
Technical Ceramics 20.1 200
Thermal Ceramics 17.5 15.8
Molten Me:cl Sysfems 2.1 1.9
57.1 54.0

The recoverable amount of each division is based on value in use calculations. Those calculations use cash flow projections based on
forecast operating resulfs for the current period and budgeted operating results for the subsequent period. Cash flows for a further five year
period are extrapolkated using a 2.256% growth rate. This growth rate is consistent with the long-term average growth rate for the industry and
reflects management’s estimate of the growth through the economic cycle. A pretax discount rate of 13.0% has been used in discounting the
projected cash flows and catculating the terminal value at the end of year five.




13. Other Investments

2007 2006
£m £m
Noncurrent investments
investment in associates 5.2 -
Equlty secunhes ovc:llcblefor sqle 7.5 7.2

12.7 7.2

Investment in associate

During the vear the Group acquired g 49% stake in Clearpower Limited, o company that via fwo other infermediary holding companies owns
100% of NP Aerospace Limited, a composite technical moulding business that develops. manufaciures and markets ballistic and non ballistic
products in the defence and civil sectors. Total consideration paid including fees was £41.0 miillion comprising a £36.0 million shareholder loan,
£4.5 million in preference shares and £0.5 million for ordinary equity.

The Group's share of profit after tax in its associate for the year was £0.2 rrillion.
Summary financial information for the associate, not adjusted for the 49% ownership held by the Group:

Curent assets
Non—current assets

ToToI Ossets

Current Ilabllmes
Noncurment liabilities

Total liabilifies

Equity securities available-forsale

The equiity securities ovailable-forsale epresent an investment in a Mutual Fund. A 10% increase (decrease) in the unit price would increase
(decrease) the fair value of the investments by £0.6 millilon.

14. Recognised deferred tax ossets cmd Iiabllliles

______ Assols liobiites Net

2007 2006 2007 2006 2007 2006
£m £m in gm - £m gm

Property, plant and equment - - 18.4 24.7 184 24.7

Intangible assets - - 0.5 04 0.5 04
Employee benefits (12.9) (2.0 0.3 2.1 (12.6) CA))]
Provisions (6.0) (2.49) - - (6.0) 24
Tax value of loss carried forward recognised (6.3) (13.0) - - (6.3) (13.0)
Other items (0.6) 04 - 1.2 (0.6) (0.2)
(25.8) (28. B) 19.2 28.4 (6.6) (0.4)

Unrecognised deferred tax assets
Deferred tax assets have not been recognised in respect of the following items:

em em

Deductible temporary differences (6.2) (GA)]
Tax losses ('I 0.2) (21.6)
('I 6. 4) (26.7)

£6.3 million of the detered tax asset relafing to losses will expire between 2019 and 2026.The balance of the losses are available fo cary
forward without time restriction.




14. Recognlsed deferred tax assets cmd liabilities (conﬂnued)

Movements in temporqry dlﬁ‘erences dunng 'rhe year

Balonce Recognised Balance Recognised Balonce

4 January Recognised diractty 4 January Recognised directly 4 January

2006 inincome In equity 2007 inincomea in equity 2008

. - o . e T S m

Property, plant and equipment 260 (1.3) - 24.7 (6.3) - 18.4

Infangible assets 1.7 1.3) - 04 0.1 - 0.5
Employee benefits (17.%) 68 1.2 CE))] (2.2) 0.5) (12.6)
Provisions {1.5) 0.9) - 2.4 (3.6) - (6.0)
Tax value of loss carred forward utilised (7.6} (5.4) - (13.0) 6.7 - 6.3)
Others - (0. A) 02 0.2) (o 1) {0.3) (0. 6)
0.7 (2.5) 1.4 (0.4) 5.4) {0.8) (6.6)

15. Inventorles

""""""""""""""" 2007 2006
____________________________ _&m &m

Raw materials and consumables 30.3 27.3

Work in progress 241 22.3

Finished goods 43.3 353

97.7 84.9

Inventones stated ot fcur value !ess costs fo sell 5.7 41

Corrylng omount of mvenfones subject fo retention of tﬂe clouses 79

86

The Group holds consignment inventory amounting to £9.6 million (2006: £9.5 mll!lon) which is not reflected in the balance sheet.
The mgjority of this balance is for precious metals which are held on consignment by a subsidiary and for which it is invoiced only when

the matericl is required.
16. Trade and other receivables

2007 2006
em gm
Non-current
Loan to associate 360 -
Norrrade receivables and prepayments 0.8 1.2
36.8 1.2
Current
Trade receivables due from associate 0.1 -
Other trade receivobles 114.7 1144
Loans and receivables 114.8 114.4
Norrrade receivables due from associate 1.5 -
O1her non-trade recewables cnd prepayments 235 216
139.8 136.0
17 Cash cmd cash equlvulenfslbank overdratts
e teeeteebonteatatmeeememen e nnn smam oo anmommememmnnnmemesnsinsn o P
e eeeme e eee e eee e e eeeeee e o LEm
Bank balances 8l.o 70.2
Cash deposns 27.0 27.2
Cash ond cash equrvolenfs per balance sh961‘ 108.0 Q7.4
Bank overdrafts subject to cash pooling arangements (17.9) (23.9)
Cash and cash equivatents per cosh fiow statement 90.1 735
Bank overdrafts subject to cash poollng arangements (17.9) (23.9)
Other bank overdrcxﬁs (2 ) (0.6}
Toto! bank overdratts (20 8) (24.5)

In accordance with 1AS 32, bank overdrafis subject to cash pooling arrangements are not offset c:gcnnst cosh and cash equivalents.




17. Cash and cash equlvalentslbunk overdrafts (comlnued)

2007
£m £m
Opening borrow:ngs (107.6) (83.1)
MNew borowings (102.5) (32.3)
Payrment of finance lease liabilities 03 04
Effect of movements in foreign exchc:nge on borrowungs - 7.4
Closing bormowings (209.8) (107.6)
Cash ond cash equwulents per cash flow statement 90.1 735
Closing bomownngs Mme.7 (34.1)
18. Cupﬂal and reserves
Reconcullahon of movemem in copltal and reserves
Fair Capital Toial
Shara Share Tronslation  Hedging value Special redesmplion Other Retalmed parent Minarity Total
capiial  premium asere reserve reserve resene reserve  esefves  eamings aquity interest equity
£m em &m £m gm £m &m gm &m £m £m £m
Balance at 5 Jcnuory 2006 755 850 10 01 05 6.0 280 14 (152 1823 134 1957
Total recognised income
and expense - - (7.8 (0.1 0.3 - - - 50.9 333 28 36.1
Own shares acquired for
share buy-back programme - - - - - - - - ¢)] .7 - (.7)
Other movernents - - - - - - - - - - 0.2 0.2
Canceliation of non-woting
defemed shares (.9 - - - - - 1.9 - - - - -
Share options exercised
by employees 01 0.2 - - - - - - - 0.3 - 03
Equity- settled share-based
payment transactions, net of tax - - - - - - - - 3.2 3.2 - 32
Own shares acquired for
share incentive schemes - - - - - - - - (189 (189 - (189
Dividends - - - - - - - - (18 (1.8 - (18
Balance at 4 January 2007 73.7 862 (16.8) - 08 6.0 209 14 65 1847 164 2031
Balance ai 5 January 2007 73.7 852 (16.9) - 0.8 6.0 299 14 6.5 186.7 16.4 203.1
Total recognised income
and expense - - 7.9 (1.2) 0.3 - - - 43.2 50.2 39 54.1
Own shares acquired for
share buy-back programme (4.2) - 4.2 (47.5) (47.5) - (47.5)
Other moverments - - - - - (0.2) (0.2
Share options exercised
by employees - 0.1 - - - - - - - 0.1 - 0.1
Equity-settled share-based
payment transactions, net of fax - - - - - - - - 2.7 2.7 - 2.7
Own shares acquired for
share incentive schemes (1.5) (1.5) - (1.5)
Dividends - - (14.5) (14.5) (14.5)
Balance 01 4 Jonuory 2008 695 85.3 |89 (.2 1.1 6.0 s 1.4 (1.1) 176.2 201 1963

Translation reserve

The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign operations
that are not integral 1o the operations of the Company, as well as from the franslation of liabilities that hedge the Company's net investment in

a foreign subsidiary.
Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments refated to
hedged transaction: that have not yet occurred.

Fair value reserve

The fair value reserve includes the cumulative net change in the fair value of available-torsale investments until the investment is derecognised.

¥
¥
i
¥
]




18. Capital oncl reserves (continued)

Special reserve

A Special Resolution to cancel the Share Prermium Account was passed af the Annual General Meeting of the Company held on 11 June
1993.This cancellation was confirned by an Order of the High Court of Justice, Chancery Division, on 14 Juty 1993, The amount of £88.9 million
standing to the credit of the Share Premium Account on 14 July 1993 was transferred to the Special reserve against which goodwill on
consolidation can be wiitten off. This reserve, fogether with the amounts standing fo the credit of the Share Prerniurm Account on 12 Oclober
1990 of £71.5 million, on 19 June 1987 of £38.9 million and on 27 July 1989 of £12.3 million which were transferred following previous Orders

of the High Court, becomes distributable fo the extent of subsequent increases in issued share capital and Share Premiurn Account.

Capital redemption reserve

The capital redemption reserve arose when the Company redeemed preference shares wholly out of distiputable profits. The 2007 movement
relates to the cancellation of ordinary shares as o result of the share buy-back programme.

Retained earnings

The Company has acquired own shares under a share buy-back programme. The Company has also acquired own shares to satisfy the
requirements of the various share option incentive schemes. The number of treasury shares held by the Company at the year end was
©,196,880 (2006: 10,632.157); 5,876,880 shares were ha'd by The Morgan General Employee Benefit Trust (2006: 10,182,157) and 320,000 shares
were held by the Company (2006: 450,000). Al rights conferred by those shares are suspended until they are reissued.

In prior years the increase in equity that comesponds to the expense recognised in the income stafement for the Group's various share option
incentive schemes was recognised as a separate component of equity in the share-based payment reserve, In 2007 the share-based payment
reserve was combined with retained earnings. The prior year reserves were restated accordingly.

Called up share capital

e eeeaeaeeeeeeoeoeeeoemememeeresmemerat oo oeseeeemeoeeoeeem et oo ee ot teaeeeteeeeemeeeeem et eeeern et e eemer et aeeeeeememen . Authorised Jssueg
""" 2007 2006 2007 2006
e e LI AN .Y
Equity share cc:pl'ral
427.523.111 (2006: 427,523.111) Ordinary shares of 25 pence each 106.9 106.9
Fully paid: 276,414,074 (2006 293 225,142) Ordinary shores of 25 pence each 69.1 73.3
106.9 106.9 69.1 73.3
Preference share capital
125,327 authorised and issued 5.5% Cumulative First Preference shares
of £1 each, fully paid 0.1 0.1 0.1 0.1
211.954 authorised and issued 5.0% Cumulative Second Preference shores
cf £1 each, fully paid 0.3 03 0.3 0.3
Totc:l preference shore ccpncnl -------------------- 0.4 04 0.4 0.4
Totol share copnql 107.3 107.3 69.5 73.7
B Ordnnury shoras Preference shores__
______ 2007 2006 2007 2006
Inissue at 5 Jonuory 293,225, 142 293,188,372 437,281 7.565.046
Radeemed - (7.127, 765)
Exercise of options under the various Morgan share option schemes 128,21 7 236.770 -
Cancelled as a result of share buy-back programme (16,939, 285) {200.000) - -
Inissue at 4 January 276,414, 014 203, 225 142 437,281 437.281

As at the date of this repoﬂ 270.164,074 ordlnory shares have been issued (2006 289.610,142).

The holders of ordinary shares are entitled to receive dividends as declared from time to time and entitled fo one vote per share at meetings
of the Comparyy.




18. Cuplicll and reserves (conﬂnued)

_____________ Normd exercise dotes onging
Numberofshares T Exercise price(s) T em T o
394,484 The Vorgan Executive Share Op’non Scheme 1995 49. 42p - 208. l2p 17 October 1999 18 March 2014
1.763,223 The Morgon Sharesave Scheme 2004 110.20p - 249.00p 1 December 2007 31 May 2011
42,336 The Morgan Sharesave Scheme 2004 - Gemany €1.6213 1 December 2007 31 Moy 2008
3,057,864 The Morgan Executive Share Option Scheme 2004 129.056p - 256.00p 22 June 2007 23 May 2016
1.000,000 The Morgan Directors’ Share Opition Plan 2006 256.00p 20 December 2009 20 December 2016

The 5.5% Cumulative First Preference shares of £1 each and the 5.0% Cumulative Second Preference shares of £1 each confer on the holders
thereof the right to receive a cumulative preferential dividend at the rate of 5.5% and 5.0% respectively, calculated up to 30 June and

31 December respectively in every year. The First and Second Cumulative Preference shares shall not entitie the helders thereof fo attend

or vote at any general neeting unless either:

(0 the meeting is convened to consider any resolutions for reducing the capital, or authorising any issue of debentures or debenture stock, or
increqsing the borrowing powers of the Board under the Articles of Association of the Company, or winding-up, or sanctioning a sale of the
undertaking, or altering the Articles in any manner affecting their respective interests, or any other resolutions directly aliering their respective
rights and privileges; or

(iiy at the date of the notice convening the general meeting the Preference dividend is upwards of one month in arrears from the payment
date of any holf-yearty instalment.

On a return of capital on a winding-up the assets of the Company available for distribution shall be applied:

First, in payment to the holders of the First Preference shares of the amounts paid up on such shares, together with interest at the rate of
5.5% per annum.

Second, in payment fc the holders of the Second Preference shares of the amounts paid up on such shares, together with interest af the
rate of 5.0% per annum.

Third, in repaying the capital paid up or credited as paid up on the ordinary shares.

Fourth, any surplus shall be distributed rateably amongst the holders of the ordinary shares in proportion to the nominal amount paid up
on their respective holdings of shares in the Company.

19. Interest bearlng loans und bormowings

This nole provides lnf0|mcrhon crbout the confroctucl terms of the Group’s |nterest-becnng Ioons and borrowrngs whlch are mecsured al
omorhsed cost. For more mformo’non obouT the Groups exposure to interest rate and forengn curency rtsk see note 20.

em em
Non-current liabilities
LUS Dollar Senicr Notes 116.1 40.8
Bank Syndication 748 50.0
Bank and other loans 0.7 0.7
Obhgcmons under ﬁncnce leases 1.5 1.7
193.1 @3.2
Current Iloblln‘les
US Dollar Senior Notes 8.8 8.9
Bank and ofher loans 44 43
Obligations under finance leases 0.6 0.6
13.8 13.8
Terms and debt repayment schedule
The terms and condmons of outstanding roans were as follows:
---------------------------------- N ominal rnt-eresf - Year of -
Cumency wte _rpcnuritv Canying amound
2007 2006
£m 2m
6.84% US Dollar Senior Notes 2013 uso 6.84% 2013 27.8 329
6.23% US Dollar Senior Notes 2010 usb 6.23% 2010 12.5 168
5.70% US Dollar Senior Notes 2014 UsD 5.70% 2014 38.0 -
6.12% US Dollar Senior Notes 2017 uso 6.12% 2017 46.6 -
Bank Syndication EUR 4.94% 2010 74.8 -
Bank Syndication GBP 2010 - 50.0
Bank and cther loans Various  4.00%-8.00% up to 2010 5.1 5.0

Obligotions under ﬁnr]nce Ieoses Various 6.00% up to 2013 2.1 2.3




19. Interest bearing loans and botrowings (continued)
Finance lease liabilities

Mxnu'r;t-.lm - - o - Minimum

lease lease
payr_q?f\ts lnte_r_est B Princip}_:l ) Epymenfs B __Ir_\_ferest B __Pn'ncipcl
2007 2007 2007 2006 2006 2006

€m £m &m &m £m i

Less than cne year 0.7 0.1 0.6 0.7 0.1 0.6
Between one and five years 1.3 0.1 1.2 1.8 0.2 1.6
More than five years 0.3 - 0.3 0.1 - 0.1
23 0.2 2 26 0.3 23

3ank and other loans include £1.8 million of loans secured on the assets of the Group.

Included within banrks and other loans are short-lerm drawings of £74.8 million (2006: £50.0 million). These were repayable on 31 January 2008,
but have been ciassified as longterm loans as they are drawn under the Bank Syndication which extends to March 2010.

As at 4 January 2008 the Group had available headroom under the Bank Syndication of £137.9 million (2006: £94.0 milfion).

In December 2007 the Group issued US$350 million of private placement notes. US$167 million were drawn on 19 December 2007 and
US$183 million were drawn on 8 January 2008,

The 6.84% US Dollar Senior Notes 2013 are repayable in six yearly instalments from 6 March 2008 to 6 March 2013.The 6.23% US Dollar Senior
Notes 2010 are repayable in three yearly instalments from & March 2008 fo 6 March 2010.The 5.70% US Dollar Senior Notes 2014 are repayable
in one instalment on 19 December 2014.The 6.12% US Dollar Senior Notes 2017 are repayable in one instalment on 19 December 2017,

20. Financlal risk management

dverview

The Group has exposure to the following risks from its use of financial instruments:
- credit risk

- liquidity risk

-~ market risk.

This note presents information about the Group'’s exposure to each of the above risks, and the Group’s managerment of capital.
Further quantifative disclosures are included throughout these consolidated financial staterments.

The Board delegates the establishment and implementation of the systerns for internal conirol and risk management to the operating divisions
which are responsible for the identification and evaluation of significant risks applicable to their area of business together with the design and
operation of suitable intermal controls. The Board delegates the monitering and review of the internal control and risk mangement systems to
the Audit Committee assisted by the Risk Management Committee. The Risk Menagment Committee, which is chaired by the Chief Financial
Officer, reviews the full range of risks faced by Morgan Crucible as a Group, ensures there are adequate systems in place and evaluates their
effectiveness. Where necessary, the Risk Managernent Committee will initiate action to improve the systems and ensure compliance.

Credit risk
Credit risk is the risk of financial loss 1o the Group if a customer or counterparty to a financial instrument fails to meet its contractual obligations,
and arises principally from the Group's receivables from customers and investment securities.

The Group has sterfing notional cash pooling agreements in place with Barclays and National Westminster banks. Under the notional cash
pooling agreement the Group has the legal right to offset liabilities on undrawn bank accounts against surplus balances. As at 5 January 2008
the Group had no infention to settle these balances either simultaneously or on a net basis and hence the financial assets and liabilities within
the notional cash pool are not presented on a net basis in the financial statements.

Trade and other receivables

The Group's exposure fo credit risk is influenced mainly by the individual characteristics of each custorner. The demographics of the Group's
customer base, including the default risk of the industry and country in which custorners operate, has fess of an influence on credit risk.
Approximately 3% of the Group's revenue is atfributable to sales fransactions with a single customer,

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit evaluations are performed
on all customers requiring credit over a certain amount. The Group does not require collateral in respect of financial assets.

The Group serves thousands of customers. Many of these have purchased the same product for several years and in some cases decades.
Cthers have modified and enhanced designs or adopted the same compenents into new products, extending the lifecycle of the
components that the Group supply. The Group’s level of customer retention is very high, particularly with its major accounts and although
the top twenty ranking will alter year to year, many of the same names remain consistent over time,

The Group establishes an dllowance for impairment that represents its estimate of incurred losses in respect of frade and other receivables
and investments. The main components of this allowance are a specific loss component that relates to individually significant exposures, and
a collective loss compenent established for groups of similar assets in respect of losses that have been incurred but not yet identified,

The collective loss allowance is defermined based on historical data of payment statistics for similar financial assets.




20. Financla! risk management (continued)

Investments

The Group limits its exposure to credit risk by only investing in iquid securities and only with counterparties thot have a sound credit rating.
Given these high crecit ratings. management does not expect any counterparty to fail fo meet its obligations.

Exposure to credit risk

The carrying omount of financial assets represents the maximum credit exposure. The maximurm exposure fo credit risk of the reporting
date was;

e Canying amount_
2007 2006
£€m £m
Avaitabte-forsale financial assets 1.5 7.2
Loan to associate 356.0 -
Loans and receivables 114.8 14.4
Cash and cash equivalents 108.0 Q7.4
266.3 219.0
The maximum expos.re to credit risk for trade receivables af the reporting date by division was:
e e e . o I e Canying amount
2007 2006
&m m
Carbon 33.7 30.3
Technical Ceramics 19.3 20.9
themal Ceramics 55.7 58.3
Molten Metal Systems &1 49

148 144

. . Comying omoun
2007 2006
£m £m
Europe 51.8 57.5
Americas 39.0 367
Far East and Australasia 225 18.6
Middle East and Africa 1.5 1.6
114.8 1144
Impairment losses
The ageing of trade receivables at the reporting date was
. ereavaeneresanone . g S
Not past due 925 89.2
Past due 0-30 days 15.3 17.3
Past due 31-60 days 34 50
Past due 61-90 days 2.2 22
Past due more than 90 days 58 5.5
119.2 119.2
Impairment allowancs {4.4) (4.8)
114.8 4.4
The movement in the allowance for impairment in respect of frade receivables durng the year was as follows:
. - % rereraseetesesaneesenanns - - P .
€m em
Balance at § January 4.8 59
Decrease in allowance for impairment {0.4) a.n
Bakance at 4 January 4.4 4.8




20. Financial risk management (continued)

Based on past experience, the Group believes that no impairment allowance is necessary in respect of trade receivables not past due.

A specific impairment allowance may be created in respect of an individual frade receivable for which full recovery is doubtful. As at 4 January
2008 and 4 January 2007 there were no specific impairment aliowances that were significant to the Group. In addition, local management
may create a general impaiment allowance to reflect their experience of the historical recoverability of trade receivables past due in the
respective markets in which their businesses operate.

The allowances in the accounts in respect of tfrade receivables are used to record impairment losses unless the Group is satisfied that no
recovery of the amount owing is possible; at the point the amount is considered irrecoverable it is written off against the financial asset directly.

Liquidity risk
Liquidiity risk is the risk that the Group will not be able fo meet its inancial obligations as they fall due.

The Group seeks a balance between cerfainty of funding and a flexible, cost-effective borrowing structure. The policy is to ensure that the
Group has sufficient liguidity available 1o meet all foreseeable needs,

Effective interest rates and repricing analysis
The following are the contracted maturities of financial liabilities, including interest payments ond excluding the impact of nelting agreements:

internest Cormying Contrectual than 1 32 25 than 5
rote arnount cash flows year years years years
) Em &m gm - L m e m
Non-derivative financial liakilities
6.84% US Dollar Senior Notes 2013 6.84% 278 36 6.4 6.1 16.3 4.8
$.23% US Dollar Senior Notes 2010 6.23% 125 13.6 4.8 4.5 43 -
5.70% US Dollar Sentor Notes 2014 5.7% 38.0 53.2 22 2.2 65 42.3
6.12% US Dollar Senior Notes 2017 6.12% 46.6 753 29 29 8.6 60.9
Bank Syndication 4.94% 748 75.2 75.2 - - -
Bank ond other loans 4.0-8.0% 51 5.4 4.7 0.4 0.3 -
Bank overdrafts 6.75% 20.9 22,2 22.2 - - -
Obligations under finance leases 6.0% 21 23 0.7 0.6 0.7 0.3
Derivative financial liabilities
Forward exchange contracts used for cash flow hedging:
- Out flow 1.2 (19.0) (15.3) 3.7
- In flow - 18.0 14.4 3.6 -
228.9 2798 118.2 16.6 34.7 108.3
_______________ e - B e
Effactiva Less More
interast Camying Contractual than 1 1-2 25 than 5
e amount cash flows year years years years
em em em am £m £m &m
Non-derivative financial liabilities _
6.84% US Dollar Senior Notes 2013 6.84% 329 409 6.8 6.5 17.5 101
6.23% US Dollar Senior Notes 2010 6.23% 16.8 19.0 51 49 2.0 -
Bank Syndication 5.0-6.0% 50.0 50.2 50.2 - - -
Bank and other loans 40-7.0% 3.0 3.3 4.6 05 0.2 -
Bank overdiafts 50-7.0% 245 26,0 26.0 - - -
Obligations under finance leases 6.0% 2.3 26 07 04 1.4 0.
1315 144.0 @34 123 281 10.2

within one year as the loan matures on 31 January 2008, The Bank Syndication extends to March 2010.




Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interast rates and equity prices will offect the Group's
income or the value of its holdings of financial instruments. The objective of market risk management is to manage and control market risk
exposures within acceotable parameters, while optimising the return on risk.

The Group buys and sells derivatives in the ordinary course of business, and also incurs financial liabilities, in order fo manage market risks.
All such transactions are carmed out within the guidelines set by the Risk Management Commiftee. Generally the Group seeks to apply hedge
accounting in order to manage voldtility in profit or loss.

Interest rate risk
Profile

................................ o e
Fixed rate instruments
Financial assets 168.0 97.4
Financial liabilities (127.0) (52.0)
(19.0) 454
Variable rate instruments
Financial liabilties (100.7) (79.5)

rate basis,

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assefs and liabilities at fair value through profit or loss.
Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates on the outstanding Bank Syndication debt at the reporting date would have increased
(decreased) profit or loss by the amounts shown below. This analysis assumes that all other variables. in partficular foreign curency rates,

Proft or loss
100 bp 100 bp
increase decrease
€m £
4 January 2008
Cash flow sensitivity (net) - variable rate instruments 0.7 ©.7)
4 January 2007

Cash flow sensitivity (net) - variable rate instruments 0.5 0.5)




20. I'-Innnclul risk munagemeni (conﬂnuod)

Foreign currency risk

The Group is exposed to foreign cunency risk on sales. purchases and borrowings that are denominated in a currency other than the currency
of the reporing unit. The currencies giving rise to this risk are primarity GBR USD and Euro.

The Group s exposure | to forelgn currency risk was as follows based on nohonol cmounis

2007 2006
T 2 uso T “cap Uso TEuo
Funcnoncl currency of Group operations &m &m _&m em &m _Em
Trade receivables 1.1 7.5 7.6 06 7.1 89
Cash and cash equivalents 0.3 15.5 14.5 0.3 4.4 10.2
Borrowings - - {74.8) - - -
Trocle payables (4.5) (6.2) (3.5) 2.6) (5.8) 6.3)
Net bc:lonce sheet exposure 3.1 16.8 (56 2) (.7 57 12.8
I'he foIIowmg &gnnﬁccnt exchcnge rates cpplled dunng the year:
o v awerogemle Yearend e
- - - - 0 ... o 207 2005
st 2.0003 1.8440 1.9742 1.9447
Euro 1.4615 1.4673 1.3363 1.4857

The Group aims to hedge all material trade receivables and trade pcycbies denominated in a foreign currency. At any point in fime the Group
nlso hedges up to 75% of its estimated foreign currency exposure in respect of forecasted sales and purchases over the following 12 months.
The Group uses forward exchange contracts fo hedge its foreign currency risk. Most of the forward exchange contracts have maturities of less
than one year after the balance sheet date.

In respect of other monetary assets and liabiliftes held in currencies other than the currency of the reporting unit, the Group ensures that the
net exposure is kept to an acceptable level, by buying or selling foreign currencies at spot rates where necessary to address shortterm
imbalances.

Forecasted transactions

The Group classifies its forward exchange contracts hedging forecasted transactions as cash flow hedges and states them at fair value.
The net fair value of forward exchange contracts used as hedges of forecasted fransactions at 4 January 2008 was £1.2 million (2006: €nil),
cormprising assets of £nil (2006: £nil) and liabilities of £1.2 million (2006: €nil) that were recognised in fair value derivatives.

Cash flow hedges

The contractual cash flows associated with the forward exchange contracts that are designated as cash fliow hedges are shown in the section
on fiquidity risk.The impact on profit or loss is expected to occur at the same time as the associated cash flows.

Recognised assets and liabilities

Changes in the fair value of forward exchange contracts that economically hedge monetary assets and liabilities in foreign currencies and
for which no hedge accounting is applied are recognised in the income statement. Both the changes in fair value of the forward contracts
and the foreign exchange gains and losses relating fo the monetary items are recognised in the income statement. The fair value of forward
exchange confracts used as economic hedges of monetary assets and liahilities in foreign currencies at 4 January 2008 was Enil (2006: Tnif).

Hedge of net investment in foreign subsidiary

The Group manages the transiation exposure of overseas net assels by seeking to match the curency of borrowings with the curency in
which the net assets are denominated. The objectives are fo maintain a low cost of bormowing, whilst maintaining a balanced portfolio of net
assets by cumency.

The Group designates the Euro drawdowns under the US5420 million Bank Syndication as o hedge of the Group’s investment in subsidiaries in
Europe. Euro drawdowns during 2007 amounted to €100 million. There were no Euro drawdowns in 2006.
Sensitivity analysis

A 10% strengthening of £ sterding against the following currency net assets at the reporting date would have increased (decreased) equity by
the amounts shown below.This analysis assumes that all other variables, in particular interest rates, remain constant. The analysis is performed
on the same basis for 2006.

..... Equw-.

2007 2004

) (05) &
Euro 14 (3.8)

The Impact of a one cent moverment in the USD exchonge rate on results that are reported in USD (lncludlng those currencies that track the
UsSD) would be ¢. £1.4 million of revenue and £0.3 million of underlying operating profit.




20. Ftnunciul rlsk munagemanl (conhnued)

O\‘her market pnce risk

Equity price risk arises from available-forsale equity securities held for meeting partially the unfunded portion of the Group’s defined benefit
pension obligations.The primary goal of the Group’s investment strategy is to maximise returns in order fo meet partially the Group's unfunded
defined benefit obligatfions.

Capital management

The Board’s policy is to maintain a strong capital base (total equity) so as to maintain investor, creditor and market confidence and fo sustain
future developrnent of the business. The Board uses a number of measures, identified as key performance indicators (KPI), to ensure the
continued success of the Group.The main KPI for the Group is the underlying profit margin. The aim is to achieve mid-teen margins in good
times and double digit margins when the environment is more challenging. Another KPI, the economic value added rafio (EVA). compares
the retums made by our divisions with the notional cost of investing in them, The Group uses this ratio to ascertain where to make capital
investments within the: Group. The basic calculation deducts the cost of capital from the net operating profit after allowing for 6 notional
mediurm-erm tax charge.

The Board encourages employees of the Group 1o hotd the Company’s ordinary shares. The Group operates o number of employee share
and share option schames. From time 1o fime the Company purchases its own shares on the market; the timing of these purchases depends
on market prices, Primarily the shares are intended to be used for issuing shares under the Group’s various share option incentive schemes,
The Company has alse acquired its own shares under a share buy-back prograrmme.

There were no changss in the Group's approach fo capital management during the year.
Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements.

Fair values
The fair values of ﬁncncnol assets and liabilities, together wnh fhe ccrrymg amoum‘s shown in the bclonce sheet are as follows:
Ccmylng amount Fair vclue Cormng amounr Far vatue
2007 2007 2006 2006
£m £m em zm
6.84% US Dollar Senior Notes 2013 {27.8) (29.7) (329 (34.5)
6.23% US Dollar Senio- Notes 2010 {12.5) {(12.9) (16.8) (17.2)
5.70% US Dollar Senio- Notes 2014 (38.0) {36.0) - -
6.12% US Dollar Senio Notes 2017 (44.6) {46.6) - -
Bank Syndication (74.8) {74.8) (560.0) (50.0)
Bank and other loans (5.1) (5.1) (B.O) 5.0)
Bank overdrafts (20.8) (20.8) (24.5) (24.5)
Obligations under finance leoses (2.1 (2.1) (2.3) (2.3)
Trade and other payables {71.2) {7.2) (72.13 (72.1)
Forward exchange contracts used for hedging:
- ligbifities (1.2) .2) - -
Availobleforsale financial assets 7.5 75 7.2 7.2
Loan to associate 36.0 36.0 - -
Loans and receivables 1148 1148 114.4 1144
Cash and cash equnvc:lents 108 0 108.0 Q7.4 974
(33 B) (36.1) 15.4 134
Unrecognlsed toss (2.3) (2.00

Estimation of fair values

The following surmmarises the major methods and assumptions used in estimating the fair values of financial instruments reflected in the table.
Equity securities

Faiir value is based on quoted market prices at the balance sheet dafe.

Derivatives

Forward exchange contracts are either marked to market using listed market prices or by discounting the contractual forward price and
deducting the current spot iate.

Interest-bearing loans and borrowings
Fair value is calcuiated based on discounted expected future principal and interest cash flows.

tammaatf




20. Financial risk management (conﬂnued)

Finance lease Ilabllltles

The fair value is estimated as the present value of future cash flows, discounted at market inierest rates for homogeneous lease agreements.
The estimated fair values reflect changes in interest rates.

Trade and other receivables/payables

For receivables/payables with a remaining life of less than one year, the notional ameount is deemed to reflect the fair vatue, All other
receivables/payables are discounted to determine the fair value.

Interest rates used for determining fair value
The interest rates used fo defermine the fair value of Ioans cnd borrowungs cnd ﬁncmce Iecses are as follows

________ 2007 2006
Loans and borrowmgs 3.0-5.0% 5.0-6.0%

Finance teczses 6.0% 6.0%

Morgc:n Crucible operofes a number of defined benefit arrcngements as well as defined confribution plcms The defined benefit plcms are
primanily in the UK, US and Europe and predominately provide pensions based on service and career average pay. In addition post-retirerment
medical plans are operated in the US.

All figures are quoted ot year end exchonge rates.

et £ £ R £ et ettt et et entre e 207! 207 e 2 e s LA, 07
UK USA Eurcpe Rest of Word Total
et eem et e o e oIS, e 2T
Pension plans and employee benefits
Present value of unfunded defined benefit obligations - (7.5) (19.2) {0.3) {27.0)
Present value of funded defined benefit obligations (325.1) {87.5) {0.9) (10.2) (423.7)
Fair value cf plon cssets 3225 7.2 0.5 8.7 403.0
Net obligaﬂons (2.5) {23.8) (19.6) {1.8) 471.7)
Movements in presen'r value of defined benefit obllgchon
At 5 January 2007 (323.9) {92.8) (20.7) (9.2) (446.1)
Current service cost {3.0) .7) (0.7) {1.1) (6.5)
Interest cost (16.8) (5.4) {0.9) ¢0.3) {23.4)
Actuarial gains/ (losses) 7.3 (1.6} 25 ¢0.6) 7.6
Benefits paid 12.7 5.1 1.4 0.9 20.1
Contributions by members 0.7 - - - Q.7
Curfailments and seftlerments 0.2) - 0.7 - 0.5
Exchange odjusfmenfs - 1.4 (2.4) (0.2) (1.2)
At4 Jonuary 2008 {325.1) (95.0) {20.1) 10.5) (450.7)
Movernenfs in fair value of p1cn c:sse’rs
Al 5 January 2007 3265 691 0.5 7.3 403.4
Expecied return on plan assets 19.6 5.0 - 0.3 249
Actuarial gains/ (losses) (16.3) (2 3) - 1.1 {17.5)
Contributions by employer 3.8 1.3 0.9 11.4
Contributions by members 1.7 - - 1.7
Benefits paid 2.7 (5.1) (1.4) (0.9) {20.1)
Exchange adjusiments - (0.9) 0.1 - (0.8)
At 4 January 2008 322.6 7.2 0.5 8.7 403.0

Actu0| retum on ossets 3.3 2.7 - 1.4 7.4




T, 207 e e 20 2007
UK LSA Europe Rest of Word Jotal

e £m &m £m
Pension plans and employee benefits
Expense recagnised in the consclidated income statement
Current service cost (3.0) (1.7) 0.7) (1.1} (6.5)
Interest on defined benefit pension plan ebligation (16.8) (5.4 0.9 (0.3) (23.4)
Expected return on defined benefit pension plan assets 19.6 5.0 - 0.3 24.9
Gain/(loss) on curtaiiment of United Kingdom and Italy
employee benefit schemes (0.2 - 0.7 - 0.5
Total expense (0.4) 2.1 {0.9) .1 (4.5)

--------------------------------------------------------- ———— ——— - ——— - m - m‘
Operating costs (5.8) (8.4)
Finance income 24.9 23.3
Finance expense {(23.4) (22.1)
One-off item (0.2) 11.0
(4.5) 3.8

The curtailment loss ¢f £0.2 million in the United Kingdom in 2007 has arisen due o a redundancy exercise in the UK announced this year.
The curtailment gain in italy of £0.7 million has occurred due to a change in legislation covering ltalian pension plans.

The curtailment gain in 2006 arose from changes made to the UK pension schemes from 6 Apiil 2006.These included the conversion of both
UK Schemes from fincil salary to coreer average schemes, future increases for pensions from past service being linked to general inflation rather
than salary inflation cand, in addition, normal retirement being increased from 60/62 o 65 in the senior scheme. This curtailment gain is
dlisclosed as a one-off itern on the face of the income stafement.

The Group has adop*ed the policy of recognising actuarial gains and losses immediately in the balance shest through the statement of
recognised income and expense, Cumulative actuarial losses recorded in the statement of recognised income and expense since 5 January
2004, the date of transition to Adopted [FRSs, are £30.1 million.

_______________________ 2007
""" UK
------------------ ————— - ——— - = grn L)
Equities 1315
Bonds 170.3
Cther 20.8
Total 322.6
Principat actuarial assumptions were:
S . S S L
Discount rate 5.75 6.00 5.50
Expected rate of return on plan assets - Equities 1.75 8.00 n/fa
- Bonds 5.00 5.25 n/a
Salary increase nfa 300 2.75
Infigtion 3.25 2.50 2.25
Pensions increase 3.25/3.40 nfa 2.25
Mortality - post-retirement PA92YOB 1958/1938
(The Margan Pension Scheme) 83 GAM Heubeck

2005G
PA92 YOB 1956/1936
(The Morgan Senior Staff Pension
and Life Assurance Scheme)




21. Employee benems (conﬂnued)

Expected rates of return on plan assets are determined by reference to relevant indices. The overall expected rate of return is calculated by
weighting the |nd|V|du0I rctes in cccordcnoe with the cnhapoted bo!ance inthe p!un ] mvestment porffoho

007 -

__________ £m £m £m
Balance sheet
Present value of defined benefit obligation (450.7) (446.1) (466.3)
Fair value of plan assets 403.0 403.4 3421
Deficit (47.7) @2.7 (124.2)
2000 006 2005
£m . gm &m
Experience gains/(losses)
Experience losses on defined benefit obligation (0.2) (2.0 (8.6)
Experience gains/(losses) on plan assets {17.5) 7.2 260
. . 208 2006 o JO0 . 2006 06
’ ’ UK DEA’ Europe Rast of World Total
§m &m £m £m £m
Pension plans and employee benefits
Present value of unfunded defined benefit obligations - (7.9) (12.8) 0.3 (28.0)
Present value of funded defined benefit obligations (323.4) (84.9) ((¢5%)] B9 (418.1)
Fair value of plcn assets 3265 9.1 05 7.3 403.4
Net obilgc’rlons 3.1 (23.7) (20.2) a9 (42.7)
Movements in present value of defined benefit obllgahon
At 5 January 2006 (334.6) (103.4) (20.8) (7.5) (466.3)
Curment service cost (3.8} (1.9) 1.3 (0.9} 79
Interest cost (16.0) (5.2) 0.7 (0.2) (22.1)
Actuarial gains/(losses) 7.0 29 (0.3) (1.6) 80
Benefits paid 15.1 50 1.1 0.8 220
Contributions by members .7 - - - (.7
Past service costs (0.4) - [(URD] - (0.5)
Curtaiments and settlements noe - 09 - ne
Exchange od;usfments - 9.8 05 02 10.5
At 4 January 2007 (323.4) (92.8) (20.7) 9.2) (446.1)
Movements in fair value of plan ussets
At 5 January 2006 2684 67.8 0.5 54 3421
Expected retum on plan ossets 18.7 44 - 0.2 233
Actuarial gains 5.1 0.5 - 1.6 7.2
Contributions by employer 47.7 78 20 09 58.4
Contributions by members 1.7 - - - 1.7
Benefits paid (8.1 (5.0) (. (0.8) (22.0}
Curtlailments and settlements - 0.9) - 0.9}
Exchcnge odjusfments - (6 4) - - (6.4)
At 4 Jcnuory 2(.'07 326.5 69.1 0.5 7.3 403.4

Actual return on csseis h h h h 238 4.9 - h 1.8 305




21. Empleyee benefits (continued)

........ mos TR0 e A
UK USA Eurcpe Rest of World Total
________ Lam LEm L £ e M
Expense recognlsed in the consolidated income statement
Current service costs 4.2) a9 (1.4) 0N (8.4)
Interest on defined benefit pension plan cbligation (16.0) (5.2) (0.7) (0.2) 221
Expected return on dafined benefit pension plan assets 18.7 4.4 - 0.2 23.3
Gain on curtgiments of United Klngdom employee beneﬁt schemes 11.0 - - - 11.0
Total expense/ (lncome) 95 27 (2.1} 0.9 3.8
The fair vc:lue of the plan assets were as follows
"""""""""""""""""""" 006 o006 o 2006 2006
UK USA Europe Rest of World Tolal
_______________________________________ - e m im L T e T
Equities 107.2 48.3 - - 155.5
Bonds 157.3 206 - - 1779
Other 62.0 0.2 05 73 700
Tetal 326.5 69.1 0.5 73 403.4
Principal actuarial assumptions were
R ’ B T
Discount rate 5.25 6.00 450
Expected rate of return on plan assets - Equities 7.75 8.25 nfa
- Bonds 4.75 3.50 n/a
Salary incregse nfa 3.00 275
Inflation 3.00 2.50 2.25
Pensions increase 3.15/3.00 n/a 225
Mortality - post-relirermnent PA 92 YOB 1958/1938
(The Morgan Pension Scheme) 83 GAM Heubeck
2005G
PAQ2 YOB 1956/1936

(The Morgan Senior Siaff Pension
ond Life Assurance Scheme)

The actual hcbnll'ry in respect of g!obc:l emproyee benefits will not be known until the last payments have been made. In plocung a current
estimate on the Company's past service benefit obligations, o number of assumptions atbout the future are required. For defined benefit
schemes, the Directors moke annual estimates and assumptions in respect of discount rates, future changes in salaries, employee tumover,
inflation rofes and life expectancy. In making these estimates and assumptions, the Directors consider advice provided by external advisers,
such as actuaries.

Defined contribution plans

The Group operates 2 number of defined contribution pension plans.The total expense relating to these plans in the current year was
£2.1 million (2006: £2.2 million).

Share-based payments

During 2004, the GroJp established a new Long Term Incentive Plan and a new Executive Share Option Scheme. Grants were also made out of
the existing Morgan Sxecutive Share Option Scheme 1995. During 2004, the Company also renewed its allEmployee Sharesave Scheme and
took the opportunity to extend @ similar scheme 1o employees in Germany. in 2006, the Group established a new Directors’ Share Cption Plan.

During 2005,2006 and 2007 the Group made additional awards out of the 2004 Long-Term Incentive Plan. During 2005 and 2006 the Group
made additional awards out of the 2004 Executive Share Option Scheme and during 2006 an award was made out of the Directors’ Share
Option Plan 2006. Also in 2005 and again in 2007, the Comparty granted options under the UK alEmployee Sharesave Scheme.

Additionally, equity settled share option grants and awards made under a previous Long Term Incentive Plan made prior fo 7 November 2002
are outstanding. In accordance with the transitional provisions under IFRS 1, the recognition and measurement principles in IFRS 2 have not
been applied {o these grants.




21 Employee henefits (conlinuad)

Tne lerms and condlhons of all awards and gronls made since 7 November 2002 ore as follows; all owords and option exercnses ore sel'tled by
physical dellvery of shares:

Grant date/employes eniitiod T " Number of instruments ” T Nesting condiions  Contmctura lite of opfion
Options granted to UK employees in 2007

under the Employee Sharesave Scheme 2004 856,885 Three years of service 3 years
Awards gronled to senior employees in 2007 Three years of service plus

under the Long-Term Incentive Plan 2004 1,540,000 sollsfochon of performonce critena 3 years
Oplions granted to senior employees in 2006 Three years of service plus

under the Dlreclors Share Option Plan 2006 1,000,000 satisfaction of performonce cnlencr 10 years
Ophons grclnled lo senlor employees in 2006 Three years of service plus

under lhe Execullve Share Option Scheme 2004 398,500 solrsfccllon of performcrnce cnleno 10 years
Awords gronled lo senior employees in 2006 Three years of service plus

under the Long—Terrn lncen'nye Plon 2004 477,500 satisfaction of performance criteria 3 years
Ophons granled o UK employees in 2005

under the Employee Shcrescve Scheme 2004 976,614 Three years of servrce 3 years
Awards grcmled fo senior employees in 2005 Three years of service plus

under the Long-Term incentive Plan 2004 3,804,820 satistaction of performance criteria 3years
Awards grcnled fo senior employees in 2004 Three years of service plus

under the Long—Term Incentive Plan 2004 5,084,031 satistaction of performance criteria 3vyears
Cptions grenled fo senior employees in 2005 Three years of service plus

under lhe Execuhve Share 0pl|on Scheme 2004 2,097,000 schsfcchon of performonce criteria 10 years
Optlons grclnted lo senior employees in 2004 Three years of service plus

under the Executive Share Opllon Scheme 2004 3,157.500 satisfoction of performance criteria 10 years
Ophons granted to UK employees in 2004 under

the Employee Sharesave Scheme 2004 521,884 Three years of service 3 years
Cptions granted to German employees in 2004

under German Employee Shaore Sove Scheme 2004 516,844 Three years of ser\nce 3vyears
Options gronled fo UK employees in 2003 under

the Employee Shcrescve Scheme 1995 779.421 Three years of service 3 years
Options gronled fo senior employees in 2004 under Three years of service plus

Executive Share Ophon Scheme 1995 263,000 sohsfochon of performonce criferia 10 years
Opllons gronled fo senior employees in 2002 Three years of service plus

under Execuhve Share Opluon Scheme 1995 1, 780 000 scllsfocnon of pen‘ormonce criteriq 10 years

Performance criteria for Long Term Incentive Plan 2004, Directors’ Share Option Plan 2006 and Executive Share Opllon Scheme 2004

The extent to which awards will vest will depend on the Company's Total Shareholder Return ("TSR") ranking against the TSR of the other
companigs in the FTSE 350 measured over the performance period.

If the Company’s TSR places it at the median, then 30% of the awards will vest on the third anniversary of the date of the grant.

If the Company’s TSR places it af the upper quartile, then 100% of the option will vest on the third anniversary of the date of grant. Between the
median and upper quartile, the option will vest on a straightdine basis. Below the median, none of the shares will vest.

From 2007 onwards, additional performance criteria have been attached to the Long Term Incentive Plan 2004 for all awards made from 2007
onwards. The TSR performance criteria referred to above now only relate to 50% of awards made. The extent to which the other 50% of these
awards vest will depend on the Company’s Earnings per share ("EPS") compared with the Retail Price Index ("RPIM). The full 50% will vest if over
the three year performance period, the Company’s EPS increases by more than the sum of the annual RPI increase and 10% per annum. If the
Company's EPS increases by more than the sum of the annual RPl increase and between 4% and 10% per annum then the proportion of
awards vesting will be interpolated between 15% and 50%. If the Company’s EPS increases by more than the sum of the annual RPI increase
and 4% per annum then 15% of the awards will vest. If the Company’s EPS increases by less than the sum of the RPI increase and 4% per
annum then 0% of the awards will vest.

In addition, an improvement must be shown in the Company’s underlying financial performance.
Performance criteria for Executive Share Option Scheme 1995

The diluted earnings per share for the Company must grow by at least 2% per annum in excess of retail price infiation over the period of date of
grant to date of vesting.

The fair values of services received are in retum for awards made and share options granted. The estimate of the fair value of the services
received is measured based on an appropriate model as shown in the accounting policy note (m). In the case of the Binomial Lattice model
and Monte Carlo model the contractual life of the options and awards are used as an input. Expectations of early exercise are incorporated
into both of these models,




21 Employee benelits {(continued)

Directors’ Share Ophon Plan 2006
There were no awards during 2007.

Long Term Incentive Plan 2004

Fair value aT mec:surement date T 142 55-{3-:254 53p
soeprice 274.5p
Exercise pnce ------------------------------------ n/a
Expected volatility (e‘pressed as welghted c:veroge volohl:fy used in the model) ........... 40%
afa.hon lifex (expressed as wesghted average life used in the modelllng) 3yec:rs
Expec:ed dividends TTo5%
Risk-froa inferest rafe 58%
Executive Share Opt.on Scheme 2004
There were no awards during 2007,

T 2007 awards

91.11p-104.72p

Share pnce ------ 263. 75p—300 Oép
Exercise pice T h 20000p-—249 OUp
Expecfed volohhfy (expressea as welghfed average \}e[é;hhty used in the model) 40%"
Ophon -I]fe (expressed as Qelaﬁted average life used |r.1. .T.t-{e modelhng) ---------------------------- 3 yeors“
Expecfed dividends T 2 %—25%

I?|sk1‘ree |nteresf rote

Employee Share-Save Schemes Germany
There were no cwc:rds during 2007

Employee Share Option Scheme 1995
There were no owords dunng 2007

The expected volatilty is based on the historic volatility (calculated based on the wenghted average remaining life of the share options)

odjusted for any expected changes to future volchhty dueto pubhcly cvcllcb!e mformohon

Weighted " Weighted

verage Number average Number
eeomeeeeesesemeeesesesmmeesemmmmmeeeseeeeessesssssstessssenressesssssommmsiseons ererclsgprice .S ofopfions ... oxercseprice .. of opfions

B 4 Jonucry 2008 4 Jonucry:_ZEDB 4 Januciry 2007 4 Jonuory 2{.'07

Qutstanding ot the heginning of the period 24.80p 15,207,260 7224p 17178934

Granted during the oeriod 78.28p 2,396,885 189.41p 1,876,000
Forfeited during the period 104.13p (218,492) 153.86p (1.056.011)
Exercised during the period 57.18p {5.558,123) 69.45p (2,772,123)
Lasped during the perlod 4212p (23,730) 58.77p (1 9.540)

Quitstanding at the end of the penod 99, 86p 11,803,800 81.55p 15 207 260

Exercisable at the end of the period ]01 54p 1 61 0. 919 64 .80p 26.597

The weighted average share price at the date of share ophons exercised dunng the period was 252.69 pence (2006 257.76 pence).
The options outstanding af the year end have an exercise price in the range 49.42 pence fo 256.00 pence and a weighted average

contractual life of 2.7 years.

The fair value of senices received in return for share options granted are measured by reference to the fair value of share options granted.

The estimartes of the fair value of the services received is measured based on either a Monte Carle model. a Binomiat Latiice option pricing
model or a Black-Scholes Merton mode!. The choice of model takes info account the ferms and conditions upon which the options were

granted.

The IFRS 2 fair value charge expensed fo the income staterment was £2.7 miflion (2006: £3.2 milion).

TERRREIEN




22. Provisions

C-I-osure ond""

restructuning Other Erwvironmental

rHavisions pecvisions REONISIONS Tatal

. S e I £ o

Batance at & January 2007 1.1 8.5 2.9 22,5

Provisions made during the year 3.2 25 1.0 8.7
Provisions used during the year (6.0) 4.7} (0.7) (11.4)
Provisions reversed dunng the year {0.6) (0.7) - 1.3)

EffecT of movements in foreign exchange 0.6 0.2 0.2 1.0

Balance m 4 Januurv 2008 8.3 5.8 34 17.5

Current 4.8 53 1.7 1.8

Non—curreni 5 05 1.7 5.7

8.3 5 8 34 17.5

Closure and restructunng provisions are based on the Groups restructuring programmes and represent committed expenditure at the
balance sheet date.

Other provisions include the sefflerent of the US and European class actions, together with the associated legal costs, and the possible future
legal defence costs of the Group's former Chief Executive, lan Norris, against extradition 1o stand frial in the United States.

Ervircnmental provisions are for known environmentat issues which the Group will rectify over the next few years. In a number of iurisdictions
companies have a constructive obligation to remedy any known environmental problems.

23. Trade and other payables

2007 2006
................................................ m im
Non-current
Neontrade payables 3.7 3.6
Current
Other trade payobles 7.2 721
Non—trc:de payables ond accrued expenses 132.3 138.2

208.5 210.3
24, Oporating Ieases
Leases as lessee
Non-cancellable operating lease rentals are payable as follows:
_______________________________________ £m e T
Less than one yec:r 49 54
Between one and five years 16.7 18.3
More than ﬁve years 37.6 24.8

59.2 48.5

Leases as Iessor

The tolal of future minimum sub-ease income under noncancellable sub-leases is £6.4 milion (2004: £6.5 million).
25, c:lpliol commitments

Commnfmen’rs for property. plant and equment and compufer softwcre expendlture for which no prows:on has been mode in these
accounts amounts to £3.8 million (2006: £0.5 millicn) for the Group.

26. COnﬁngencles
There are confingent liabilities on bills discounted by the Group omoun’rlng to £0.4 million (2006 £0.3 millior).

The Group has been subject to legal claims in the US and Canada. Settlements for the majority of these have been agreed and provided for
at the amount of £1.2 million (2006: £1.6 million). The Board, having taken legal advice, are of the opinion that the remainder of these actions
will not have a material impact on the Group's inancial position.

In an infemational Group a variety of claims arise from time to time. Provision has been made in these accounts against those claims which
the Directors consider meet the requirements of IAS 37 Provisions, Contingent Liabilities and Confingent Assefs and are likely o result in
significant liabilities.




27. Related parties
Identification of related parties

The Group has related party relationships with its subsidiaries (a list of Principal subsidiary undertakings is shown in note 45), its associates (see
note 13) and with its Directors and executive officers.

Transactions with key management personnel

The Cormpany has written service contracts or lefters of appointment with each of its Directors, under which the Directors receive a salary or @
fee and other emaluments.

The key management of the Group and parent Company consist of the Boord of Directors and members of the: Chief Executive Officer's
Committee.

2007 2006

£m &m
Short-term employee benefits 38 6.2
Pension and other postemployment costs 0.4 0.8
Share-based payments 1.1 1.4
Termination paymenis 0.4 0.8
Non-executive directors’ fees and benefits 03 0.2
Total compensation of key management personnel 6.0 Q.4

Transactions in connaction with former Directors

During the year the Grroup made payments of behalf of its former Chief Executive lan Noris of £0.8 million (2006: £1.1 million) to cover the costs
of his legal defence aguainst extradition to stand rial in the United States.

Other related party iansactions

2007 2006
€m £m
Sales to associate 03 -

Provisions

Note 22 contains information about provisions. Provisions for environmental issues and settliement of lifigation are judgemental by their nature.
Amounts provided are the Group's best estimate of exposure based on currently available information,

Impairment of goodwill

Note 12 contains information about the assumptions relating to goodwil impairment tests.

Foreign currency exposure

Note 20 contains information about the forgign currency exposure of the Group and risks in relation to foreign exchange movements.
Pension assumptions

The principal actuarial assumptions applied to pensions are shown in note 21.The actuarial evaluation of pension assets and liabilifies i
based on assumptions in respect of infiation, future salary increases, discount rates, returns on investments and mortality rafes. Relatively small
changes in the assumptions underlying the actuarial valuations of pension schemes can have d significant impact on the net pension liability
included in the balance sheet. :

29. Subsequent even

Dividends

After the balance sheet date the Directors proposed a final dividend of 4.5 pence per ordinary share.The final dividend of £12.4 million has not
been provided for ard there are no income tax consequences.




---------------------------------------------- v mem e ——— ——— msman ————
"""" 2007 2006
. - ST o &,
Fixed assets
Tangible assets 33 2.0 1.6
Investment in subsidiary undertakings 34 689.6 716.7
Other investments 35 5.1 0.4
696.7 718.6
Current assets
Debtors - due within one year 36 56.1 534
- due affer one year 36 36.2 -
Total debiors 923 534
Cash af bank and in hand 36.0 325
128.3 85¢
Creditors - amounis falling due within cne year 37 284 338
Net current assets 99.9 52.1
Total assets less current liabilities 796.6 770.7

Creditors - amounis falling due after more than one year
Amounts payable to subsidiary undertakings
Derivative inancial liabilities

Borrowings

Nei assets B
Capital and reserves
Equity shareholders” funds

Called up share capital 18 691 733
Share premium account 40 85.3 852
Merger reserve 40 17.0 916
Caopital recemption reserve 490 341 209
Profit and loss account 40 2939 3.1
499.4 3731

Nonequity shareholders’ funds
Called up share capital 0.4 04
Shareholders’ funds 499.8 3735

The accounts on poges 62 fo 106 were approved by the Board of Direclors on 19 February 2008 and were signed on its behalf by:

Mark Roberishaw
Chief Executive Officer

Kevin Dangerfield
Chief Financial Officer
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30. Accounting policies

The accounting policies are set out below.
Basis of preparation

The financial siatements have been prepared in accordance with applicable accounting standards, and under the historical costs
accounting rules.

Under Section 230(4) of the Companies Act 1985 the Company is exempt from the requirement fo present its own profit and loss account.

Under FRS 1 Cash flow stafements the Company is exempt from the requirement fo prepare a cash flow statement on the grounds that the
cash flows of the Company are included within the published consolidated financial statement,

fixed assets and depreciation

Depreciation is provided fo write-off the cost less the estimated residual value of tangible fixed assets by equal instalments over their estimated
wuseful economic lives as follows:

Buiidings” - ""50 years

Motor vehicles - Tavears T
Fitures - TN020vyears T
Computer software oo 3byears T

Foreign currency

Transactions in foreign currencies are recorded using the rate of exchange ruling of the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are fransiated using the contracted rate or the rate of exchange ruling at the balance sheet date and the
@ains or iosses on translation are included in the profit and loss account.

Leases
Rentfals payable under operating leases are charged in the profit and loss account on a straightdine basis over the lease term.
Post retirement benefits

The Company pariicipates in a Groupwide pension scheme providing benefits based on career average pensionable pay. The assets of the
scheme are held separately from those of the Company. The Company is unable fo identify its share of the underlying assets and liabilities of
the scheme on a corsistent and reasonable basis and therefore, as required by FRS 17 Retirement Benefifs, accounts for the scheme as if it
were a defined contrioution scheme. As a result, the amount charged to the profit and loss account represents the contributions payable to
the scheme in respect of the accounting period. Refer to note 42 for the additional disclosures required by FRS 17.

Taxcation

The charge for taxation is based on the result for the year and takes into account taxation deterred because of timing differences between the
treatment of certain items for taxation and accounting purposes.

Deferred tax is recognised., without discounting, in respect of all timing differences between ihe treatment of certain items for taxation and
accounting purposes which have arisen but not reversed by the balance sheet date, except as otherwise required by FRS 19 Deferred Tax.

Classification of financial instruments issued by the Company

Following the adopticn of FRS 25, financial instruments issued by the Company are freated as equity (i.e. forming part of shareholders’ funds)
only to the extent tha” they meet the following two conditions:

a) They include no contractual obligations upon the Company o deliver cash or other financial assets or to exchange financial assets or
financial liabilities with another party under conditions that are potentially unfavourable to the Company; and

b} where the instrurment will or may be settled in the Comparny’s own equity instrurments, it is either a nonrderivative that includes no obligation
to deliver a variable number of the Company’s own equity instruments or is a derivative that will be seftled by the Company exchanging a
fixed amount of ¢caish or other financial assets for o fixed number of its own equity instrurnents.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the instrument so clossified takes the
legal form of the Company's own shares, the amounts presented in these financial statements for called up share capital and share premium
account exclude amounts in relation to those shares.

Finance payments associated with financial liabiiities are dealt with as part of interest payable and similar charges. Finance payments
associated with financial instruments that are classified as part of shareholders’ funds (see dividend policy), are dealt with as appropriations
in the reconciliation of movements in shareholders’ funds.

Hedging instruments and hedged items are accounted for separately in the balance sheet. Gains and losses on both are included in profit for
the year when they arise (fair value hedges) or when the hedged transaction occurs having first recorded those on the hedging instrument in
equity {(cash flow heclges, to the extent effective).




30. Accounﬂng pollcles (contlnuad)

Cerlain financial assets and liabilities have been demgnoted as fair vatue Through proﬁt or loss and are recognlsed in the balance sheet at fair
value. Changes in the fair value of such instruments during the year were recognised immediately in the profit and loss account.

Own shares held by ESOP trust
The Group-sponsored ESOP frust's purchase of shares in the Company are debited directly to equity.
Share-based payments

The share option programme allows employees to aequire shares of the Cormpany. The fair value of options granted after 7 November 2002
and those not yet vested as at 4 January 2005 is recognised as an employee expense with o comesponding increase in equity. The fair value is
measured at grant date and spread over the period during which the employee becomes unconditionally entitled to the options. The fair
value of the oplions granted is measured using an option pricing model, faking into account the terms and conditions upen which the
options were granted.The amount recognised as an expense is adjusted to reflect the actual number of share options that vest except where
forfeiture is only due to share prices not achieving the threshold for vesting. For details of share-based payments made and the assurmptions
used in measuring the fair value see nofe 21.

Dividends on shares presented within shareholders’ funds

Dividends unpaid ¢t the balance sheet date are only recognised as a liability at that date to the extent that they are appropriately autherised
and are no longer of the discretion of the Company. Unpaid dividends that do not meet these criteria are disclosed in the notes fo
the fincncial statements.

Financial guarantee contracts

Where the Company enters into financial guarantee contracts to guorantee the indebtedness of other companies within its group, the
Company considers these fo be insurance amangements, and accounts for them as such. In this respect, the Company treats the guarantee
contract as a contingent liability until such time as it becomes probable that the Company will be required to make a payment under

the guarantee.

31. S‘iaﬂ numbars and cos!s

The overcrge number of persons employed by the Compony (lncludlng DrrecTors) dunng the yeor onolysed by cofegory, wos as follows:
Number 01 emplo\/ees

____________________________ - 2007 2006

Directors and head office stoff 2 25
Global busuness units’ sfoff 15 13
36 38

The mojorlfy of the Directors and head office staff devote o propomon of their time to globol business duties. Of the 21 Directors and head
office staff, the average number who spent all or the remainder of their time on corporate duties was seven (2006: eight) as shown in note 6.

The oggregofe poyroll costs of these persons were Qs follows

2007 2006

I - et . e om
Wages and salaries 7.4 7.0
Share-based payments (see note 21) 2.7 32
Social security costs 0.6 0.6
Other pensnon costs 11 1.2
Tofol overheod employee cost 11.8 120

32. Dividends

Dividends poyoble for the First and Second Preference shares were 311 244 (2006 £22, 490) of which £11,244 (2006 €22 490) was oufstond:ng
af the balance sheet date.

For proposed ordinary dividends see the consolidated income staternent on page 62.
33. Tangible assets

Plont, equipment

and fidures
o o Y ¥ R i  — — —— m m m—————— Y PR srn
Cost
At 5 January 2007 24
Additions 0.9
At4 Januory 2008 33
Aggrogaie depreciation
At 5 January 2007
Armount prowded forin the year
At 4 January 2008

Net book amounts at 4 Jonuory 2007
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34. Investment in subsidiary undertakings

....... Shores Loans "otal
oo m m e T
Cost
At 5 January 2007 583.0 245.0 828.0
Additions 13.4 21.6 35.0
Less: dlsposclslloon rezpayments/hquudchons (81.4) (44.3) {125.7)
At4 Januury 2008 515.0 222.3 737.3
Amounts prowded
Al 5 January 2007 107.6 37 1.3
Prowded/ (Releosed) inthe year (63.58) - (63.6)
At 4 Januury 2008 44.0 3.7 47.7
Net book amounts ut 4 January 2008 471.0 218.6 689.6
Net book cmounfs at 2 Jcnuc:ry 2007 475.4 2413 67
A list of principal subsidiary undertakings is shown in note 45.
35, Other investments

e eweemeememmmmnmmmmmmmmmmmmemmmeneeeemememmenessmmemeseteeessessssmsmesssssssssmnssnmmnmmmmsmmmmmmeseesesemeeenmnnnsmmmmmeeee o
At 5 January 2007 0.4
Additions - investment in and share of profit of associate 5.1
Transferred to investments in subsucllcry undertoklngs . (0.4)
At 4 January 2008 5.1
36. Debtors
"""""""""""""""""""""""""""""""""""""" 2007 2006

£m &m

Due within one year:
Trade debtors - 0.7
Other delbtors 1.0 0.5
Interest receivable 1.5 -
Derivative financial assets 1.0 -
Taxation - 0.7
Prepayments and accrued income 14 08
Amounts receivable trom subsidiary undertakings 51.2 50.7

56.1 Y

Due afler one year

Loan to associate 36.0 -
Derivative fnancncl qusetfs 0.2 -
36.2 -
37. Credh‘ors umounts falllng due within one year
""""""""" 2007 T 2008
£m £€m
Due within one yoar
Bank overdrafis 5.7 8.2
Trade creditors 35 47
Amounts payable to subsidiary undertakings 53 2.6
Other creditors, including social security 1.7 3.0
Accruals and deferred income 11.2 10.¢
Interim dividends - 4.4
Denvcmve financial liabilities 1.0 -
28.4 33.8
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as. Borrowings

2007 2006
£m em
Bank and other loans 748 50.0
Bank overdroﬁs 5.7 8.2
80.5 58.2
Less: amount repcycble within one year |ncluded wsThm current liabilities 5.7 (8.2
Total repoyoble aﬁer more thcan one year 74.8 50.0
39. Provisions for liabilities and charges
----------------------------- Closure and - - - T
resfructuning Other Ervironmental
provisions PIOVISIONS. provisions Tkl
em em £m em
At 5 January 2007 3.6 4.8 2.0 10.4
Provided in the year 0.5 1.2 0.7 24
Utilised in the year (1.2) (3 n (1.1) (6.0)
AI 4 January 2008 29 2 3 1.6 6.8

Closure and restrucfunng provisions relate monnly to an onerous lease provision for Morgan House, the Componys previous registered address.

Cther provisions include the settlement of the US and European class actions, fogether with the associated legal costs, and the possible future
legal defence costs of the Group's former Chief Executive, lan Noris, against extradition to stand trial in the United States.

Environmenial provisicns are for known envirenmental issues which the Company will rectify over the next few years. The Company has a
constructive obligation to remedy any known environmental problerns.

The deferred taxation provision is analysed as follows:

2007 2006
e emeemeeaeeheeAeeLmtAeth sy ueEeesuer RS R R AR At e ee et e S AN b ee et e et oot emmee et et e omeeeem e eemmeem e et eemmeemeem et eeemmemnreeeeemmeene b
United Kingdom:
Accelerated capital allowances - 39
Cther fiming differences - (B9
40. Share premium and reserves
- - - e oenmmmmme<isiisiiiiiseeeemesseseseresesessesereen P
Share Merget redermption Profit and
premium reserve reserve loss account
- . - e e ] & o
At 5 January 2007 85.2 91.6 29.9 93.1
Charges in relalion to share-based payments for the year - - - 2.7
Premium on share issues, less expenses 0.1 - - -
Purchase of shares for share incentive schemes - - - (1.5)
Share buy-back - - 4.2 (47.5)
Transfer between reserves - (74.6) - 74.6
Retained profit for the year - - - 172.5
85 3 17.0 34.1 293.9

In prior years the increase in equﬁy that comesponds fo the share-based poyments chorge for the Group s various share option incentive
schemes was recognised as a separate compenent of equity in the share-based payment reserve. In 2007 the share-based payment reserve
was combined with he profit and loss account. The prior year reserves were restated accordingly.

During the year shares with a nominal value of £0.3 miillion were purchased to satisfy awards granted under the Long-Term incentive Plans
(L7IP}. These have been recognised as a deduction from shareholders” funds. The shares are held in a frust administered by Bermuda Trust
(Jersey) Limited and are distributed by them in a discretionary setflernent governed by the rules of the 2004 and 2005 LTIP and the Trust deed
dated 1 March 1996,

The total number of own shares held by the Trust at 4 January 2008 is 5,876,880 (2006: 10,182,157} and at that date had a market value of
£11,724,376 (2006: £26,906,350).

A Special Resolution to cancet the Share Premium Account was passed at the Annual Generat Meeting of the Company held on 11 June
1693.This cancellation was confimed by an Crder of the High Court of Justice, Chancery Division, on 14 July 1993.The amount of £88.9 million
standing fo the credit of the Share Premium Account on 14 July 1993 was transferred to the Special reserve agoinst which goodwill on
consolidation can be written-off. This reserve, together with the amounts standing fo the credit of the Share Premium Account on 12 October
1990 of £71.5 million, on 19 June 1987 of £38.9 million and on 27 July 1989 of £12.3 million which were transferred following previous Crders of
the High Court, becomes distributable o the extent of subsequent increases in issued share capital and Share Premium Account,

The transfer from the merger reserve to the profit and loss account is in respect of entities disposed of in prior years.

The amount of reserves of The Morgan Crucible Company plc that may not be distributed under Section 264(3) of the Companies Act 1985
is £138.1 million (2006: £208.4 million).




41. I.easing comrmtmenis

Lond and buildings

2007 2006

Between one and five years 0.2 02
More than five years 0.8 08
1.0 1.0

The Morgcm Pension Scheme and The Morgan Senior Staff Pension and Life Assurance Scheme

The Company participates in two defined benefit schemes in the UK. The assets of these schemes are held in separate trustee administered
funds, The Morgan Pension Scheme (*MPS") and The Morgan Group Senior Staff Pension and Life Assurance Scheme ("555"). Given that the
Company is unable to identify its share of the scheme assets and liabilities on a consistent and reasonable basis, as permitted by FRS 17
Retirerment Benefils, the schemes have been accounted for in these financial statements as if they were defined coniribution schemes.

The latest actuarial valuations of the "MPS” and the "S55° were carried out as at 6 April 2004 and 1 April 2004 respectively, and updated
for FRS 17 purposes tc 31 December 2007 by a qualified independent actuary. The results for these schemes in respect of the Group are
shown below

2007 2006

Assurnpﬂons s % %
RPl infiation 3.25 3.00
Discount rate 5.75 525
Pension increases in payment 3.25/3.40 3.35/3.00
General solclry increases n/a n/a

The assetsin the scheme cnd the expected rates of return were:
e I 2o e 0 206
o Expeciad Expacted
retum retum

Asset dlstrlbuﬁon and balance shee! reconcllicnlon' % gm % &m
Equuities 7.8 132.2 7.8 107.8
Bonds 58 171.2 53 30.2
Gilts 4.3 - 4.3 127.9
Property 6.3 17.0 6.3 33.7
Other 4.314.7 4.0 4.3 209
Total market value of assets 3244 3295

Present value of liability (324 1)) (323.4)
Surptus/ (deficit) in tha scheme {0.5) 6.1

Related deferred tax liability at 30% 0.1 (1.8)
{0.4) 4.3

Emp!oyer contnbuhons due within one yecr (0.2) (1.3)

The contribution for the year was £5.6 million (2006: €48, 1m|ll|on)
43 Conﬂngem liabilities

Where the Compony enters into financial guorc:n’ree contracts to guorc:nfee the indebtedness of other companles within its Group.

the Company consicers these fo be insurance arangements, and accounts for them as such. In this respect, the Company treats the
guarantee contract as a contingent liability until such fime as it becomes probable that the Company will be required to make a payment
under the guarantee.

There are no other contingent liabilities in the Company as at 4 January 2008.
44, Related pcmies

The Directors have reviewed tronscchons with reloted parties (05 deﬁned in FRS 8 I?efated Party Dtscfosures) cnd hove concluded that There
are no material transactions which require disclosure which have not been acknowledged elsewhere in the Annual Report and Accounts.




45. Princlpal subsudlary undertakmgs

Countryo! incorporation
and principal
ploce of business

carbon companles

Morgonlte EHlectrical Carbon Limited Engtand
*Morgan Rekofa GmbH Gemany
*Morgan Carbon ltalio s.rl. itaty
*Morganite Luxembourg S.A. Luxembourg
*National Electrical Carbon 8.V, Netherands
*Morganite South Africa Ply. Limited South Africa

Morgan Company Limited (92.8% interest) South Korea
*Morgan Advanced Materials and Technology Inc. USA
*National Eiectrical Carbon Products Inc. USA
* Graphite Die Mold USA

Shanghai Morgan Carbon Co Limited (70% interest) China
Ceramics companies

Carbo San Luis (69% interest) Argentina

Morganite Brasil Limitada Brazil

Shanghai Morgan Matroc Technical Ceramics Company Limited (90% interest) Ching

Dalian Morgan Refractories Limited (70% interest) China

Morgan Advanced Ceramics Limited England

Margan Electro Ceramics Limited England

Morganite Crucible Limited England
Thermal Ceramics UK Limited England
*Thermal Ceramics S.A. France
*Carl Notte S¢hne GmbH Germany
*Thermal Ceramics Deutschland GmbH & Co. K.G. Germany
*W Haldenwanger Technische Keramik GmbH & Co. K.G Germany

Wesgo Ceramics GmbH Germany

Murugappa Morgan Thermal Cerarnics Limited (51% interest) India
* Thermal Ceramics italiona s.rl. ttaly

Shinnika Thermal Ceramics Corporation (50% inferest) Japan

Grupo Industrial Morgan 5.A.de C.V. Mexico
*Thermal Ceramics South Africa Py, Limited South Africa
*Morgan Advanced Ceramics Inc. USA
*Thermal Ceramics Inc, USA
Other subsldlury underl‘uklngs

*Morganite Canada Corporation Canada

Morganite Industries Inc. USA
*Morganite AusTrcllc Pty lelfed Australia

100% ownership of ordinary share copital. unless ctherwise stated.
* Denctes companias some or all of whose shares oo owned by ¢ subsidiary,

46. Compuny roconcillaﬂon of rnovements in shursholders funds

Tawor T 2008
- et e e .
Retained proﬁu(loss) for the financial year 172.5 (58.6)
Purchase of shares for share incentive schemes (I .5) (18.9)
Charge in relation to share-based payments a2
New share copifal subscribed (net of issue costs) 0 l 03
Share buy-back {41.5) Q.7
Net increase/ (decrease) in shareholders’ funds 126.3 757
Opening shareholders’ funds 3735 449.2

Closing shareholders’ funds _ 4998 3735




i UNDER UK GAAP i
______ Y

2003
Resiated

£m

Turnover 849.6

Operuﬂng proﬂi before goodwlli amortisation and opercmng exceptionals 42.6
Operating loss betore goodwill amortisation (24.7)
Goodwill amortisation (7.5}
Group operating loss (32.2)
Corporate exceptional items (30.1)
Net ﬁnonce charges and SII’T‘IIlOI’ iterns (15.7)
Loss on ordinary activities before taxation (78.0)

Taxation 24
Loss on ordlnary activities affer taxation (75.6)
Minority interests and preference dividends (2.6)
Loss uﬂribufclble to the ordmary shureholdsrs and Ior the perlod (78.2)
Assets emp!oyad ----------------------

Goodwil 22

Tangible fixed assets 386.3

Invesiments 5.6

Net current assets 743.0

Total assets less current liabilities 647.1

Term loans and exchangeable redeemable preference shares 230.6

Provisions and other items 156.7

Financed by

Shareholders’ funds 2495

Minority mterest 10.3
259.8

Eumlngsl(loss) par share

- basic (31.9p)

- basic before goodwill amortisation (28.9p)

- diluted (31.9p)

- underlying 60p

- undeﬂylng before goodwill amortisation Q. ]p

TheGmuphcxs comphed witn UITF Abstract 38Accounﬂng rorESOPrrusrs This hos resutted in meredessrﬁcmmofown shares held in empiovee trusts from trweshﬂents to shcnaholders funds
ard has been accounted for as a prior year odjustment, £0.7 million. in addition, o prior year adjustment has been made to restate the results 1or the impact of the Rights issue during 2004,




UNDER ADOPTED IFRSs
. ) Y

"""""""""""" 2004 2005 2006 2007

. e I el S AV .
Revenue 7959 745.7 6778 693.2
Profit from oparaiions bel‘ore one-oﬂ items 558 66.0 73.7 86.5
One-off iterns;
Restructuring costs and costs associated with settterment of prior period
anti-trust litigation (58.7) (32.0y (27.1) (9.0)
Gain on curtaiiment of United Kingdom employee benefit schemes - - 1.0 -
Terminated bid approach costs - - @2n -
Proﬁt/ (Ioss) on dlsposcl of properfy (3.8} (0.4) 03 (0.2)
Operatlng profit/ (Ioss) 6.7 33.6 55.2 77.3
Net firancing costs (16.1) (3.1} (3.4 {5.5)
Loss on disposal of businesses 8.2) Q.1 (1.5 {0.3)
Share of profit of ossocmte (net of i income fdx) - - - 0.2
Pfofiil(loss) before taxation (31.0) 204 50.3 n.z
Income fax expense (25) (8.8) (16.5) (15.2)
Profiil(loss) after faxation but before gains/ (Ioss) on sale
of discontinued operations (33.5) 11.6 397 56.5
Gain/(loss) on sole of d|scont|nued operotlons neT of tcx (26.7) 426 - -
Profifl(loss) for the perlod (60.2) 542 39.7 56.5
Assets employed
Property. plant and equipment 319.8 2353 230.2 246.6
Intangible assets 107.1 46.6 664 69.8
Investments and other receaivables 2.1 6.4 84 49.5
Deferred tax assets 312 274 288 25.8
Net current assets 54.3 94.2 440 74.4
Total assets less current liabllities 521.5 400.9 377.6 466.1
Employee benefits 183.0 124.2 427 47.7
Provisions and other items 143.3 61.9 103.6 202.9
Deferred tax liabilities 421 28.1 284 19.2

153.1 195.7 2031 196.3

Equity
Total equity attributable fo equity holders of the parent company 142.4 182.3 186.7 176.2
Mlnon‘ry lnterest 10.7 13.4 16.4 20.1
Total equity 153.1 195.7 203.1 196.3
a;alnury dividends per share B B B B i o 2.5p" ""4.5p 675p
Earnings/(loss) per share
- basic (22.2p) 18.1p 12.9p 19.1p
- diluted (22.2p) 17.2p 12.3p 18.5p
- before one-off items 10.0p 13.p 17.9p 22.3p

- diluted before oneoff iterns 9.8p 12.5p 17.2p 21.7p
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E Morgan Crucible

In the event that your shareholding in The Morgan Crucible Company plc has been sold or transferred at the date of
this letter, we request that you kindly forward this letter fo the person through whom the sale or transfer wds conducted

for fransmission to the purchaser or transferee. e - J
Y : _; i t
o3
11th March 2008 o 52
- ',_'_ T o
2 I g
Dear Shareholder s
il I-.:

Notice of Availability of Annual Report and Accounts on Website

You may recall that on 6th November 2007 the Company wrote to all shareholders asking
ther to confirm, by completing and returning o slip altached to the letter, if they wished to
continue fo receive certain shareholder communications from the Company in paper copy.
Shareholders who did not return the slip were considered to have consented to receive such
communications from the Company electronically.

Please accept this letter therefore as notification that the Company’s Annual Report and
Accounts for the year ended 4th January 2008 has now been published on the Company’s
website at www.morgancrucible.com in the ‘Investors’ section. You can view the Annual
Report and Accounts online directly from your screen.

The Annual Report and Accounts will remain on this website until the Annual Report and
Accounts for the following year are made available.

if you wish to receive a paper copy of the Annual Report and Accounts, or if you wish fo
revoke your consent fo receive certain shareholder communications electronically, then
please contact the Company’s registrars, Capita Registrars, at The Regisiry, 34 Beckenham
Road, Beckenham, Kent BR3 4BR (tel. 0871 664 0387 - calls cost 10p per minute plus network
exiras - or from overseas +44 208 639 3408).

The Company's Annual General Meeting will be held at 11.00 a.m. on Friday, 18th April 2008
at the Oakley Court Hotel, Windsor Road, Water Oakley, Windsor, Berkshire SL4 SUR. Please find
enclosed the Nofice of Annual General Meeting and your personalised proxy-voting card for
this meeting.

We would like to take this opportunity to thank you for having consented to receive the
Company’s Annual Report and Accounts via the Company’s website rather than in hard
copy form, as this will contribute to cost savings for the Company and will minimise
unnecessary paper usage.

Yours faithfully

T S

Tim Stevenson
Chairman

The Morgan Crucible Company plc

Quadrant, 55-57 High Street, Windsor, Berkshire SL4 ILP UK | Tek: +44 (0)1753 837000 | Fax: +44 (0)1753 850872 | www.morgancrucible.com

Registered in England & Wales at the above address. Company No. 286773
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l-l{t-:lependent adviser authorised under the Financial Services and Markets A;:i 5000

If you have sold or otherwise fransferred all your shares in The Morgan Crucible Company plc you
should send this document, together with the accompanying proxy form(s), 1o the purchaser or
transferee or to the stockbroker, bank or other agent through whom you made the sale or transfer for
fransmission to the purchaser or transferee.

Morgan

The Morgan Crucible Company plc

Notice of
Annual General Meeting
2008

A letter from the Chairman of The Morgan Crucible Company plc is set out on pages 2 to 6
of this document.

The Notice of the Annual General Meeting is set out on pages 7 and 8 of this document,

To be valid, forms of proxy for use at the Meeting should be completed in accordance with the
instructions printed thereon and returned to the Company’s Registrars as soon as possible, but in
any event so as to be received no later than 11.00 am on 16th Agril 2008.



Registered Office:
Quadrant

55-57 High Street
Windsor

Berkshire

SL41LP

11th March 2008

To heotders of ordinary shares and for information only to holders of 5.5 per cent Cumulative First Preference shares and 5.0 per cent
Cumulative Second Preference shares,

Dear Shareholder,
THE ANNUAL GENERAL MEETING

Following the format of recent annual general meetings, our Chief Executive Officer, Mark Rebertshaw, will be providing attendees with a
presentation for 15 minutes or so on the business of the Group ond its perfermance over the last 12 months. This will give shareholders the
opportunity to ask questions relafing 1o the business before moving into the formalities of the Annual General Meeting which must be
considered in accordance with the various obligations under which companies such as ours aré required fo operate. We shall be starting
the Meeting ot 11.00 am on Friday 18th Apiil 2008 af the Oakley Court Hotel, Windsor Road, Water Oakley, Windsor, Berkshire SL4 5UR to
fransact the ordinary and special business of the Meeting.

Notice of the Annual General Meeting can be found on pages 7 and 8 of this document. The ordinary business to be proposed Includes
the declaration of a final dividend and the election and re-election of certain Directors of the Company. The special business to be
proposed Is also set out in the Notice of Annual General Meeting and inciudes the adoption of a new executive share plan, the renewal
of the Directors” authority to aliot shares, the disappiication of pre-emption rights in certain circumstances, the approval to buy back the
Company's ordinary shares in the market and the amendment o the Company’s Articles of Association. The resclutions dealing with both
the erdinary and special business are set out in the Nofice of the Annual General Meeting.

Only shareholders holding ordinary shares or their proxies may vote at the Annual General Meeting.

A farm of proxy in respect of your shareholding Is enclosed with this letter. You are requested 1o complete all forms of proxy and
return them to the Company’s Registrars, Capita Registrars (Proxies), PO Box 25, Beckenham, Keni BR3 4BR, so as to arrive no
later than 11.00 am on 16th April 2008. Completion and return of a form of proxy will not preclude a shareholder from attending and
voling at the Meeting.

These notes are intended to explain the Directors’ recommendation for the payment of a final dividend in respect of 2007, the election
and re-election of certain Directars of the Company and the special business fo be transacted at the Annual General Meeting.

Ordinary Resolution 3

The Directars are recommending the payment of a final dividend of 4.5p per share on the ordinary shares in respect of the year ended
4th January 2008 which, if approved by shareholders, will be payable on 30th June 2008 to shareholders on the register at the close of
business on 30th May 2008, The Company has ¢ Dividend Re-Investrent Plan ("DRIP™), administered by Capita Registrars, which enables
shareholders o re-invest their cash dividend in existing shares in the Company. If you are not currently registered for the DRIP and wish o
paricipate, you should contact Capita Registrars at The Registry, 34 Beckenham Road, Beckenham. Kent BR3 4BR (0871 664 0300 (calls
cost 10p per minute plus network extras)).

Ordinary Resolulions 4, 5, 6 and 7

Re-appointment and re-election of Directors

In accordance with the Company’s Articles of Association, any Director newly appointed by the Board is required fo retire and submit
themselves for re-appointment gt the first annual general meeting following their appointment. Thereafter every Director must seek re-
election once every three years. Accordingly, the Directors are seeking your approval in Resolution 4 to re-appoint Mr Andrew Given as a
Director of the Company, who has been appointed 1o the Board since the last annual general meeting. Mr Mark Robertshaw, Mr Martin
Flower and Mr Simon Heale have served the longest since last being re-elected and accordingly, the Directors are seeking your approval
In Resolutions 5, 6 and 7 to their re-election.

Biographies of the Directors seeking re-appointment and re-election are set out below. All of them have wide business knowledge and ol
bring valuable skills and experience to the Board, Following formal performance evaluation, the Nomination Committee believes that all
of them continue to be effective and demonstrate commitment to the role.

Mr Andrew Given joined the Board and became a non-executive Director on 7th December 2007 and therefore offers himself for re-
appointment. He is curmrentty senior non-executive director and Chair of the Audit Committee at VT Group pic and was recentty the senior
independent director and Chair of the Audit Committee of Spectrs plc. He was also a non-executive director and Chair of the Audit
Committee of Spirent plc, He was previously Deputy Chief Executive of Logica plc and held senior management positions in Plessey and
Nortel Networks.,

Mr Mark Robertshaw was appointed to the Board in 2004 as Chief Financial Officer and was re-elected at the 2006 annual general meeting
and accordingly offers himself for re-election at this Annual General Meeting. He became Chief Operating Officer in February 2006 and
Chief Executive Officer in August 2006. Before joining the Company, Mark was Chief Financial Officer of Garimore Investrnent
Management plc from 2000 fo 2004. He has also worked for NatWest Group and prior to this, he spent nine years os a management
consultant with Maraken Associates. Mark is Glso a non-executive director of Rathibbone Brothers plc.

Mr Martin Flower joined the Board and was appointed as a nen-executive Director in 2004 and was re-elected ot the 2005 annual genetal
meeting and therefore offers himself for re-elsction at this Annuat General Meeting. Martin is Chairman of Creda International Plc and of
Alpha Group Plc and s a non-executive director of Low & Bonar PLC. Martin recently became a non-executive director of Autogrill Group
inc. He held a varlety of senior management positions with Coats plc betweaen 1968 and 2004 and he was Group Chief Executive of this
Company and Chairman of the Board from 2001 o 2004,

Mr Simon Heale joined the Board and was appointed as o non-executive Director in 2005 and was re-elected at the 2005 annual general
meeting. He therefore offers himself for re-election af this Annual General Meeting. Simon was appeinted Chairman of the Remuneration
Committee in December 2005. He is Chief Executive of China Now and a non-executive director of Kazakhmys plc and of Panmure
Gordon and Co. Simon also recently became a non-executive director of Marex Group and PZ Cussons plc. He qualified as an accountant
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in 1978 with Price Warerhouse and has had extensive experience in the Far East having held senior positions with the Swire Group in Japan
and Hong Kong. Simon was Chief Executive of the London Metal Exchange until October 2006.

Special Business
Ordinary Resolution 10

Adoption of the Morgan Crucible Bonus Deferral Share Matching Plan
Resclution 10 seeks shareholder approval for the Morgan Crucible Bonus Deferral Share Matching Plan (the “Plan”), which has recently
been approved by the Remuneration Cormmittee,

The Company’s coniinuing success is critically dependent on ifs ability to recruit and retain able management and to ensure that ifs
performance related awards are competitive. Durng the year, the Remuneration Committee undertook a review of the Company’s
incentfive arrangements to assess wheiher they continue to be appropriate as the Company enters info the next stage of its development.
The key objectives of the review were to ensure that our Incentive arangements provide a direct link between individual reward and
returns to shareholders, encourage individuals to invest in Company shares and reward individuals appropriately where truly stretching
performance has been achieved.

The purpose of the Plan is to provide a more leveraged arrangement for our senior management feam by giving them an opportunity to
invest a proportion of their annual bonus in ordinary shares and o receive matching shares where a stretching EPS performance condition
is met over a three yaar performance perlod, It Is anticipated that around 40 executives (including executive Directors) will participate in
the Plan this year, which will run alongside the existing Long Term Incentive Plan.

The proposed performance condition is in line with and supports the Company’s overalt remuneration strategy. Maximum vesting of
matching shares will require 15% per annum growth in earnings per share chead of inflation, which the Remuneration Committee considers
to be very demanding. However, the Remuneration Committee will keep this condition under review to ensure that it continues to be
appropriately stretching over the life of the Plan,

Further information on the Plan is set out in the Appendix to this document.
Ordinary Resoiution 11

Authorty to allot shares

The Directors curently have an authority to allot equity securities which is due to lapse af the forthcoming Annual General Meeting.
The Board is seeking to renew that authority over a maximum of 90,050,000 ordinary shares having on aggregate nominal amount of
£22,5612,500 represenﬁng just less than one third of the issued ordinary share capital of the Company as at 7th March 2008. If shares already
reserved for issue are omitted from the calculation, then the authority would represent approximately 28.98% of the Company’s issued
ordinary share capitol as at that date. The autherity will lopse 15 months from the passing of the resolution or of the next annual general
meeting, whichever shall first occur, The Directors may issue new ordinary shares on the exercise of options and the issue of shares pursuant
to the Company's various employee share schemes and, as necessary. as consideration for the acquisition of companies or businesses.
The authority sought under Ordinary Resolution 11 Is standard for most UK companies each year, The Directors have no present intention to
issue any shares under the authority being sought except in connection with the Company’s employee share schemes. The Company
holds no treasury shares.

Special Resolution 12

Disapplication of pre-emption rights

This resolution gives authority to the Board to dllot ordinary shares {or cash other than to existing shareholders in proportion to their existing
holdings for a period not exceeding 15 months from the date of the passing of the resolution or until the next annual general meeting,
whichever shall first cecur The authority would be limited 1o 13,508,560 new ordinary shares having an aggregate nominal amount of
£3,377.140 representing just less than 5% of the Company’'s issued ordinary share capital as at 7th March 2008. The authority sought under
Special Resctution 12 is standard for most UK companies each year. The Directors have no present infeniion to allot any shares under the
authority being sought except in connection with the Company’s employee share schemes.

Special Resolution 13

Purchase of ordinary shares in the market

The Directors are seeking to renew sharsholder approval to enable the Company te purchase some of the Company’s ordinary shares in
the market. This approval was also secured af the annuot general meeting held last year. The Directors would only exercise this authority if
they were satisfied that a purchase would increase eamings per share and would be in the inferests of members generally. The Directors
have no current intention to use this authorty in respect of any particular shares held by any particular shareholder.

The proposed authority will be imited by the terms of the Special Resolution to the purchase of up fo 27,017,127 ordinary shares, which
represents just less than 10% of the issued ordinary share capital as at 7 March 2008. The minimum price payable per share (exclusive of
expenses) would be its nominal amount (this being 25p) and the maximum price (exclusive of expenses) would be the higher of: (i) five per
cent above the gverage of the middle market quotation of the ordinary shares, derved from the London Stock Exchange Daily Official
List, for the five business days immediately preceding any purchase; and @iy an amount equal to the higher of the price of the last
independent frade of an ordinary share and the highest current independent bid for an ordinary share as derived from the London Stock
Exchange Trading System.

Any such purchases would be made on the market and would be paid for out of distlbutable profits. Shares purchased would either be
cancelled or held as treasury shares. The authorised ordinary share capital figure would remcin unaffected.

As at 7th March 2008 there were outstanding options and awards under the Company’s employee share schemes o subscribe for
11,740,241 ordinary shares which represents 4.35% of the issued ordinary share capital of the Company as at that date. In the event that
the Directors do exercise this authority in full, the outstanding options to subscribe for ordinary shares would represent 4.83% of the issued
ordinary share capltal of the Company as of that same date.

Details of any shares purchased pursuant 1o the proposed authority will be notified to @ Regulatory Information Service as soon as possible
and in any event by 7,30 am on the business day following the purchase and the Registrar of Companies will e so notified within 28 days.
Details will also be included in the Company’s Annual Report in respect of the financlal perod in which ony purchases take place.

The authority set out in this Special Resolution would expire 15 months from the date of the passing of the Resolution or at the next annual
general meeting, whichever shall first oceur.
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Special Resolutions 14 and 15

Amendments to the Articles of Association of the Company

The Companies Act 2006 (the 2006 Act”) recelved Royal Assent in November 2006, The 2006 Act represents a major reform of UK
companles’ legislation. Some provisions of the 2006 Act are already in force with further provisions currently scheduled to be implemented
in April 2008 and Octotser 2008. In addition, the UK Government has recently announced that certain key sections of the 2006 Act are now
unlikely to be implemented before October 2009. It is proposed that, at this year's Annual General Meeting, the Company amends its
Articles of Association to reflect certain changes in the law govemning electronic communications, Directors” age limits and Directars’
corflicts of interest which have or will come into force as a resulf of the 2006 Act.

Over the coming year, the Company (in conjunction with its legal advisers) intends 1o conduct a further review of the Articles, incorporating
further changes that are likely to be necessary or desirable following the full implementation of the 2006 Act. Any proposed amendments
will be put to shareholders at the 2009 annual general meeting and, to the extent necessary, of any subsequent annual general meetings
of the Company. Copies of the curment and proposed Articles (showing the changes to be made pursuant to Resotutions 14 and 15 (and
comparison documents showing all the changes o the Aricles proposed at this Annual General Meeting)y are avaikable for inspection
during normal business hours at the registered office of the Company until the date of the Annual General Meeting or upon request from
the Company Secretary. Copies will also be available at least 15 minutes prior to and during the Annual Genetral Meeting, The material
differences between the current and the proposed Articles are summarised below. Changes of a minor, conferming or purely technical
nature have not been menticned specifically.

Special Resolution 14

Provisions relafing to electronic communications

The 2006 Act contains provisions relating to electronic andfor website communications between companies and their shareholders.
These provisions enable companies to use alectronic communications as the “default” method of communication with shareholders by
placing docurents or information on a website unless shareholders specifically elect 1o receive hard copies of such documents or
information, The Company took advantage of these provisions by passing a resolution on 20th April 2007 authorising the use of a website
to send or supply documents and by sending a lefter to all shareholders on 6th November 2007 to ask them individually to exercise their
choice as to whether they wished to continue to recelve documents or information In hard copy form or via the Company’s website. The
request explained that, if the Company did not receive a respanse by 4th December 2007, the shareholder would be taken o have
agreed to receive documents or information via the Company’s website. Even if a shareholder failed to respond. and is taken to have
agreed to website publication, he or she can ask for a hard copy of any document or information from the Company at any time. The
Company will send the copy within 21 days of receiving the request. The Company will send a notification to shareholders to clert thern o
the publication of the relevant document or information when it is made available on the website, Shareholders may choose to receive
this notification in hard copy or electronic form. The arangements are expected to save considerable administrative, printing and postage
costs, while preserving shareholders’ rights to receive hard copy documents or information if they wish, The Company now intends fo
amend its Articles to reflect these electronic communication provisions of the 2006 Act.

Age limnit for Directors

The current Artictes contain a paragraph requiring a Director to retire from office when he has reached fhe age of 70. The Company
now intends to amend its Articles to remove this paragraph as @ consequence of the provisions of the 2006 Act and new age
discrimination legislation.

Special Resolution 15

Provisions relating to conflicts of interest

The 2006 Act sets out directors’ general duties, which largely codify the existing law, but with some changes. Under the 2006 Act, a Director
must aveid a situation where he has, or con have, a direct or indirect interest that conflicts, or possibly may confiict, with the Company’s
interasts. This requirement is very broad and could apply, for example, If a Ditector becomes a director of another company or a frustee
of another organisation. Currentty, Directors discuss such proposed positions with the Company before taking them up and there are
actions that Directors can take to avold a breach of their duties if an actual conflict arises. The 2006 Act allows directors of public
companies to authorise conflicts and potential conflicts, where appropriate, where the Articles of Association contain a provision to this
effect. The 2006 Act also allows the Articles of Assoclation to contain other provisions for dealing with Directors” conflicts of interest fo avoid
@ breach of duty. This change to the Articles of Association, to take effect from the date on which the relevant provisions of the 2006 Act
are brought Info force, would give the Directors authorty to approve such situations and to include other provisions to allow conflicts of
interest to be dealt with in a similar way 1o the current position.

There are safeguards which will apply when the Directors decide whether to authorise a confiict or potential conflict. Firstty, only Directors
who have no interest in the matter being considered will be able to take the relevant decision and secondly, in taking the decision the
Directors mwst act in a way they consider, in goed faith, will be most likely to promote the Company’s success. The Directors will be able to
impose fimits or conditions when giving autharlsation if they think this is appropricte. It is also proposed that the Aricles of Association should,
from the date on which the relevant provisions are brought into force, contain provisions relating to confidential information, attendance
at Board meetings and availability of Board papers to protect a Director from being in breach of duty if o conflict of interest or potential
conflict of interest should arise. These provisions will only apply where the position giving rise to the potentiol conflict hos previously been
authorised by the Board,

Action to be taken

A form of proxy in respect of your holding for the Meeting is enclosed with this letter. You are requested (whether or not you intend o be
present at the Meeting) fo complete the form of proxy enclosed with this letter in accordance with the Instructions thereon and retumn it to
the Company’'s Registrars, Capita Registrars (Proxies), PO Box 25, Beckenham, Kent BR3 4BR, so as fo arive no later than 11.00 am on
16 April 2008, Completion and return of o proxy card will not preciude a shareholder from attending and voting at the Meeting.

Recommenddation

Your Directors consider the above proposals to be in the best interests of the Company and ifs shareholders as a whole and accordingly
recommend you to vote in favour of the resolutions 1o be proposed at the Annual General Meeting as they intfend to do so In respect of
their own beneficial shareholdings.

Yours faithiully,

T S

Tim Stevenson
Chairman
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Appendix
Further information on the Morgan Crucible Bonus Deferral Share Matching Plan (the Plan)

Eligibility and award procedure

The Pian will be operated by the Remuneration Committee. The Plan enables a proportion of eligible bonuses to be converted into
an entilement to ordinary shares and satisfied on deferred terms, along with additional ordinary shares if a demanding performance
condition is met.

All executive members of the Board and members of the Executive Committee and other selected executives will be eligible to participate
in the Plan at the discretion of the Remuneration Committee,

In any financial year in which an eligible executive receives o bonus under the Company’s annual bonus scheme the Remuneration
Committee may, in its absolute discretfion, invite participants to convert voluntarly o proportion of their bonus info a deferred entittement to
ordinary shares ("Ceferred Award™). The proportion of the bonus that may be defered will be determined by the Remuneration Commitiee
and may not exceed 75% of the bonus payable. For the financial year ended 4th January 2008, particioants may conwvert up 1o half of the
cash annual bonus potentially payable to them. Following a three year performance period, the Deferred Award will be availabie for release
to the participant together with a number of additional ordinary shares ( "Matching Award”) to the extent that the performance condition
described betow is met.

The number of ordirary shares comprised in the Deferred Award will be {) determined by reference to the market value of an ordinory share
at the time the awdard is made. which will normally occur shortly after the announcement of the Company’s results for the finoncial year to
which the bonus relates (or following the occurrence of exceptional circumstances justifying the making of awards); and (i) set on o pre-tax
basis as the Deferred Award will be subject to income tax on maturity. In appropriate circumstances (for example, where overseas tax rules
require this), the Remuneration Commitiee may permit executives to participate on @ post-tax basis in relation to their Defered Award. The
number of shares under the Matching Award will be no more than three times the pre-tax number of ordinary shares in the Defered Award.

Awards under the Plan are not pensionable.

For parficipants who are not executive Directors, the implementation of the Plan does not require shareholder approval (provided awards are
satisfied with existing shares) and awards to such pariicipants in respect of their 2007 bonuses have been made under the Plan in March 2008.

Performance condition

(i) Deferrod Award

The ordinary shares comprised in the Deferred Award will not be subject to a performance condition and will be available for release to
the participant following the end of the three year performance period or. if earier. the date the participant ceases to be an employee
of the Group for any reason.

(i} Matching Award

The vesting of the Matching Award is dependent on the Company's performance over & three year pericd by reference fo the Group's
earmings per share ("EPS™) growth above UK retail price inflation ("RPI™) growth. Vesting will be on a sliding scale as follows:

Vesting of Matching Award
(as multiple of the shares under
EPS growth the Defamred Award)
RPl + 18% p.a. 3x match
RP + 10% p.a. 1.78x match
RPl + 7.5% p.Q. Ix match
RPl + 5% p.. 0.5x match
RPl + 4% p.q. 0.25x match
Less than RPI + 4% p.a. zero

There will be straight-line vesting in between each point above,

The defintion of EPS for the purposes of the Plan will be the sarme as for the EPS elemeni of the Long Term Incentive Plan (the "LTIP") in that
EPS means profit before tax in any financlal year of the Company, adjusted by the Remuneration Commitiee to exclude the effect of
armortisation, 1AS3Y charges, mincrity Interests and the effect of any other one-off Berms which the Remuneration Committee does not, in
its discretion, cons'der to reflect undertying operating performance, divided by the weighted average number of shares in issue during that
financial year.

The Remuneration Committee considers EPS an appropriate target because: there is a strong line of sight for paricipants; it measures
performance at the Group level and therefore builds a collaborative culture; and EPS is already used as part of the measurerment for the
LTIP and therefore Its use as a performance measure is understood within the organisation and by our shareholders.

The Remuneration Committee will keep under review the levet of EPS growth required for threshold and maximum vesting to ensure that it
continues to be appropriately stretching over the life of the Plan,

Righis attaching to ordinary shares

A participant will not have any voting or dividend rights prior to the vesting of the award (other than where the Deferred Award relates to
shares acquired on a post-tax basis}. Any ordinary shares allotted when an oward vests will ronk egucally with ot other ordinary shares in
issue (except for rights arising by reference to a record date before their allotment), Applications will be made for ordinary shares to be
listed by the UK Listing Authorty and admitted to trading by the London Stock Exchange.
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Cessation of empioyment

(i) Deferred Award

If a participant leaves employment during the three year performance period for any reason, the ordinary shares comprised in their
Deferred Award will be available for release to them. However, if the Remuneration Committee decides fo preserve a leaver's Matching
Award (see below), ihe Deferred Award will not vest until the Matching Award vests,

(i) Matching Award

If o paricipant leaves employment durng the thige year performance period, the participant’s Matching Award will normally lapse.
However, if the parficipant ceoses to be an employee of the Group by reason of death, Injury. redundancy, disability (as defermined by
the Remuneration Committee), the business or company in which he is ermnployed ceasing to be part of the Group or any other reason at
the discretfion of the Remuneration Committee (@ “good leaver reason”), the Matching Award will be preserved untll the end of the three
year performance pericd, when the performance condition will be tested in the normal way. The Remuneration Committee will scale
down the vesting level having regard to the time that hos elapsed between the grant of the Matching Award and the date of leaving
(although the Remuneration Committee wili have discretion to disapply this scaling down in whole or part). Exceptionally (for exarmple, in
a case of serious il-healih) the Remuneration Committee has discretion to test the performance condition early and vest ordinary
shares accordingly.

Change of conirol of the Company

In the event of a change of conirol of the Company the ordinary shares comprised in the Deferred Aword will be available for release to
the participant. The performance condition attaching to the Matching Award will be measured to the date of the change of control and
the Matching Award shall vest on the basis of performance up fo the time of the change of control. The Remuneration Committee will
have the discretion fo adjust the vesting level if it considers that the performance condition would have been met to a greater or lesser
extent ai the end of the full three year period. The Remuneration Committee will in normal circumstances scale down the vesting level
having regard to the time that has elapsed between the grant of the Matfching Award and the date of the change of control, However,
the Remuneration Committee will have discretion to disapply this scaling down in whole or in part,

Any intemal recrganisation fo create a new holding company will not result in the accelerated release of the Deferred Award nor the
accelerated vesting of the Matching Award. They will be replaced by awards over shares in the new holding company unless the
Rermuneration Committee determines otherwise.

Equity dilution

To the extent that new ordinary shares are issued (or ordinary shares held in freasury are transferred) to satisfy awards under the Plan, the
Institutional investors’ guidelines on dilution of equity in connection with share schemes will apply. The nurmber of ordinary shares which may
be issued (or ordinary shares held in freasury that maoy be transferred) pursuant to the Company’s share schemes Is limited to 10% of the
issued share capital of the Company over a 10 yeaor period for all share schemes, and 5% of such issued share capital over o 10 year period
for all discretionary share schemes.

The above limits do not apply to awards which wil, on relecse or exercise, be satisfied by a transfer of existing ordinary shares from an
employee benefit trust. It is cumrently the Remuneration Committee’s infention to satisfy awards under the Plan by o transfer of ordinary
shares from an employee benefit frust,

Adjustment of awards

In the event of any rights or capitalisation issue, sub-division, consclidation or recuction of ordinary share capital the Remuneration
Committee may adjust the number of ordinary shares subject 1o awards.

Adjustments for dividends

Upon the vesting of a Deferred Award or Matching Award, a participant will receive additional ordinary shares representing the value of
dividends that would have been paid on those ordinary shares during the vesting period and reinvested.

Amendments

The Remuneration Commiftee may alter the Plan provided that the pricr approval of shareholders is obtagined for alterations to the
advantage of participants. Such approval is not required for any alteration which is necessary or desirable to take account of new or
existing legislation relating to option schemes or which bensfits the administration of the Plan,

Inspection arrangements
A final draft of the rules of the Plan is available for inspection as described in page 8 of this document,
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT THE SEVENTY-FOURTH ANNUAL GENERAL MEETING OF THE COMPANY WILL BE HELD AT THE OAKLEY COURT
HOTEL, WINDSOR ROAD, WATER OAKLEY, WINDSOR, BERKSHIRE SL4 SUR ON 18TH APRIL 2008 AT 11.00 AM FOR THE FOLLOWING PURPOSES:

1. Toreceive the Reports of the Direciors and the auditors and the Accounts for the year ended 4th January 2008.
2. To approve the Remuneration Committee report, as set out in the Report and Accounts for the year ended 4th January 2008,

3. To declare a Final Dividend at the rate of 4.5 pence per share on the ordinary share capital of the Company for the year ended
4th January 2008 poyable on 30th June 2008 to shareholders on the register ot the close of business on 30th May 2008,

To re-appoint Mr. Andrew Given as a Director.
To re-elect Mr. Mark Robertshaw as a Director.
To re-elect Mr. Martin Flower as a Direcior.
To re-elect Mr. Simon Hedle os a Director,

To re-appoint KPMG Audit Plc as auditors of the Company until the conclusion of the next general meeting at which accounts are laid
before the members.

Q. To authorise the Directors to agree the remuneration of the Auditors of the Company.
Special Business

To consider and, if thought fit, pass the following resolutions, of which resolutions 10 and 11 will be proposed as ordinary resolutions and
resotutions 12, 13,14 and 15 will be proposed as special resolutions;

Ordinary Resolutions

10. That the Morgan Crucible Bonus Deferral Share Matching Plan (the “Plan”®), the main features of which are surnmarised in the Appendix
to this document and the draft rules of which are produced to the Meeting marked *A” and iniflalled by the Chairman for the purposes
of identification, be and is hereby approved and adopted by shareholders and the Directors be and are hereby authorised to do all
such acts and things as they may consider necessary or expedient to continue to opetate the Plan,

11. That the authority conferred on the Directors of the Company by Article 8(3) of the Company’s Arficles of Association be renewed for
the perod exp'ing 15 months after the date of passing this resolution or until the next annual general meeting, whichever shall first
occur, and for that period the “section 80 amount™ is £22,512,500, representing just less than one third of the issued ordinary share capital
of the Company.

Special Resolutions

12. That subject to the passing of resolution 11 the authority conferred on the Directors of the Company by Article 8(4) of the Company’s
Artictes of Association ke renewed for the period expiring 15 months after the date of passing this resclution or on the date of the next
annual general meeting. whichever shall first occur, and for that period the “section 82 amount” is £3,377.140 representing just less than
5% of the Issued ordinary share capltal of the Company.

13. That the Directors of the Company be and they are hereby generally and unconditionally authorised for the purpose of Section 163 of
the Companies Act 1985 (the “Act™) to make one or more market purchases {within the meaning of Section 163(3) of the Act) of
ordinary shares of 25p each in the issued share capital of the Company (“ordinary shares”) provided that,

{a) the maximum aggregate number of ordincry shares autherised to be purchased is 27,017,127, representing just less than 10% of the
issued ordinary share capital of the Company;

() the minimum price which may be paid for an ordinary share (exclusive of expenses) is 25 pence;

(©) the maximum price which may be paid for an ordinary share (exclusive of expenses) is the higher of: (i) an amount equal to
105% of the average of the middie market quotations for an ordinary share as derived from the London Stock Exchange Daily
Officicl List for the five business days immediately preceding the day on which the purchase is made; and (I} an amount equat to
the higher of the price of the last independent trade of an ordinary share and the highest current independent bid for an ordinory
share as derived from the London Stock Exchange Trading System;

(d) unless previously renewed, varied or revoked this authority shall explre 15 monihs from the date of the passing of this resolution or
at the conclusion of the next annual general meeting (whichever s the sooner); and

{e) the Company may make a coniract to purchase ordinary shares under this authority which will or may be executed wholly or partly
after the expiry of this authority and moy make a purchase of ordinary shares in pursuance of such a confract.

14, That the Arficles of Association of the Company be amended by making the alterctions marked on the print of the Aricies of
Assoclation produced to the Meeting marked “A” and initidlled by the Chairman for the purposes of identification with effect from the
conclusion of the Meeting.

15. That the Articles of Association of the Company be amended with effect from the dafe on which section 175 of the Compaonies
Act 2006 is brought into force by making the alterations marked on the print of the Articles of Association produced to the Meeting
marked “B” and initialled by the Chairman for the purposes of identification.

& N O O

Registered Office:

Quadrant By Order of the Board
55-57 High Street Paul Boulton

Windsor Secretary

Berkshire 11th March 2008

SL4 1LP
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Notes:

1.

A member of the Company entified fo attend, speak and vote at the Meeting is also entitled t¢ appoint In writing a croxy or proxies to attend, speak and
vate in their stead provided that if more than one proxy Is appeinted, each proxy Is appoeinted to exercise rights attaching to different shares. A proxy nesad
not be a member of the Cormpany.

Members (and any proxies or reprasentatives they appeint) agres, by attending the Meeting, that they are expressly requesting and that they are wiling
o receive any communications (ncluding ony communications relating to the Company’s securities) made at the Meeting.

A pre-paid form of proxy i enclosed with this document, The form of proxy, together with any power of attorney or other authority (f any) under which It is
signed. or a notarially cerified copy thereof, should be sent to the Company's registrars, Capita Registrors (Proxies), PO Box 25, Beckenham, Kent BR3 48R,
so os to anive at least 48 hours before the time of the Meeting or ony adjournment thereof.

{@) CREST members who wish to appoint @ proxy or proxles through the CREST electionic proxy appointment senvice may do s for the Annual General
Meeting to be held on 18th April 2008 and any adjournment(s) thereof by wsing the procedures described in the CREST Manual. CREST personal
rmembers or other CREST sponsored members, and those CREST members who have appointed (d) voting service provider(s), should refer to thelr
CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their behalf,

(o) In order for a proxy appeintment or instruction made using the CREST service 10 be valid, the apprepriate CREST message {a “CREST Proxy Instruction™)
must be property authenticated in accordance with Euroclear UK & reland Umited s specifications and must contain the information required for such
instructions, as described in the CREST Manual. The message, regardiess of whether it constitutes the appointment of a proxy or an amendment o the
instruction given to a previously appointed proxy must, in order to be volid, be fransmitted so as to be received by the issuer’s agent (ID RA1D) by the
latest time for receipt of proxy appointimenis specified in the Notice of Meeting. For this pumpose, the time of receipt will be taken to be the time
(as determined by the timestomp applied to the meassage by the CREST Applications Host) from which the issuer's agent is able to refrieve the message
by enquiry t¢ CREST In the manner prescribed by CREST. After this time any change of Instructions to proxies appointed through CREST should
be communicated o the appoiniee through other means.

(c) CREST members and, whera applicable, thelr CREST sponsors or voting service providers should note that Euroclear UK & Ireland Limited does net make
ovailable special procedures in CREST for any particular messages. Normal systern timings and limitations will therefore apply in relation to the input of
CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (o, if the CREST member is a CREST personal member or
sponsored member or has appointed (o) voting service provider(s), to procure that his CREST sponsor or veting service provider(s) fake(s)) such action
as shall be necessary to ensure that a message is transmitted by means of the CREST systern by any particular time., In this connection, CREST members
and, where applicable. their CREST sponsors or voling service providers are referred. in particular to those sections of the CREST Manual concerning
practical imitations of the CREST system and timings.

(d) The Company may treat as invalid ¢ CREST Proxy Instruction in the circumstances set out in Regulation 35(5Xq) of the Uncerificated Securities
Reguiations 2001.

Members who have returmned forms of proxy or who register the appointment electronically in accordance with Note 4 cre not thereby precluded from
aftending the Meeting and voling in person if they so wish,

Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the Company specifies that only those holders of ordinary shares registered in
the relevant register of securlies of the Company at 5.30 pm on 16th April 2008 (or, in the event that the Meeting Is adiouned. In the register of relevant
securities at 5.30 pm on the day which is two days before the day of the adjourned Meeting) shall be entitled to attend and vote at the Meeting in respect
of the number of ordinary shares registered in thefr names at that time, Changes 1o enties on the relevont register of securifies after 5.30 pm on 16th April
2008 {cr, in the event that the Meeting is adjourned, in the relevont register of securlties after 5.30 pm on the doy which Is two days before the day of the
adiourned Meeting) shall be disrtegarded in determining the rights of any person to attend or vote at the Meeting.

Mermbership of any Company share scheme or share option scheme doses net give any entitement o attend or vote at the Annual General Meeting.
This Notice & sent for information only to holders of any class of preference shares of the Compaony, such holders not being entitled to aftend or vote
at the Meeting.

Total voting rights: As at 7th March 2008 (being the last practicable date pricr to the publication of this Notice) the Company’s issued share capital consists
of 270,171,289 ordinary shares camylng one vote each, 125,327 5.5 per cent Cumulative First Preference shares which camy no voting rights ond 311,954

5.0 per cent Cumulative Second Preference shares which camy no voling rights. Therefore, the total voting righis in the Cornpany as af 7th March 2008 are
270,171,289

. Dota protection statement: Your personal dota includes all data provided by you, or on your behalf, which relates to you as a shareholder, including your

name ond contact details, the votes you cast and your Reference Number (attributed to you by the Company). The Company determines the purpeoses
for which and the manner in which your parsonal data is fo be processed, The Company and any third party to which it discloses the dota (including the
Company's Registrars) may process your personal datao for the purposes of compiling and updating the Company’s records, fulfiling its legal abligations
and processing the shareholder dghts you exercise.

. Nominated Persons: Any person ta whom this Notice Is sent who s o person nominated under saection 146 of the Companies Act 2006 to enjoy information

rights (& "Nominated Person ™} moy hove a right, under an agreement between him and the sharebolder by whom he was nomincted, to be appointed
(or to have someone else appointed) as a proxy for the Annual General Mesting. If a Nominated Person has no such proxy appointment right or does not
wish to exercise it, he may, under any such agreement, have a right to give instructions to the shareholder os to the exercise of voting rights.

The statement of the rghts of shareholders in felation o the appointment of proxies in paragraph 1 above does not apply to Nominaied Persons. The rights
described in these paragraphs can conly ba exercised by shareholders of the Company.

. Comporate representatives: In order to facllitate voting by corporate representatives at the Meeting, arangements will be put in ploce af the meeting so

that () if a coporate shareholder has appointed the Chairman of the Meeting as ifs corporate representative with instructions to vete on a poll in
accordance with the directions of all of the other corporate representctives for that shareholder at the Masting. then on a poll those corporate
reprasantatives will ghve voting directions to the Chairman and the Chairman will vole {or withhold a vete) as corporate representative in accordance
with those directions; and i) if mere than one corporate representctive for the same corporate shareholder attends the Meeting but the comorate
shareholder has not appointed the Chairmen of the Meeting as Its corporate representative, o designated corporate representative will be nominated,
from those corporate representatives who attend, who will vote on a poll end the other comporcte representatives will give voting directions to that
designated comorate representative. Corporate shareholders are refered o the guidance issued by the Instituie of Chartered Secretaries and
Administrators on proxies and corporate representatives - icsa.org.uk ~ for further desalls of this procedure. The guidance includes a sample form of
representation letter if the Chairman is being appointed as described in [} above.

The service coniracts of the Directors (including the terms and conditions of appointment of the non-executive Directors), @ copy of the draft rules of the
Morgen Crucible Bonus Deferal Share Matching Plan referred tc In Resolution 10 and a copy of the Company’s Memorandum and Articles of Associction,
together with comparison docurmnents showing (i) the changes proposed to be made to the Articles of Association pursuant to Special Resolution 14 and
(i) the changes proposed to be made to the Articles of Association pursuani to Special Resolution 15 will be avaitable for inspection on the day of the
Annual General Meeting at the venue for that Meeting from 10.30 am until the Meeting Is concluded. The same documents are otherwise avaliable for
Inspection during normal business hours on any weekday {excluding public hoiidays) ot the Company s reglstered office.

8 The Morgan Crucible Company plc




If you connot attend the meeting you may use this form to appoint a proxy on your behalf

r T
L _l
Barcode:
Investor Code:
Event Code:
Ifwe the undenigned being a member(s) of the above Company and entitied fo vole
at the above-menticned Meeting hereby appoint the Chairman of the Meeting or Number of Shares
(See Notes 2 and 3 overleaf) (See Notes 2and 3 ovenecf)r
to oct as my/our proxy at the Annual Génerdl Mesting to be held on Friday, 18th April
2008 at 11.00 a.m. at the Caldey Court Hotel, Windsor Road, Water Oakiey, Windsog
Berkshire SL4 SUR and ot any adjournment therecf (the Meeting). Pleass indicate with an
X the boxes telow how you wish your vole o He cost in respect of resoiutions os follows
(s0e note 4 ovedeal).
Please fick here to Indicate that this proxy appointment
is one of multip'e appointments being made.
. T kel
ORDINARY RESOLUTIONS £ 2 SPECIAL RESOLUTIONS g 2
5 & £ 5 & =
4 = 2 4 =
1 Torecelve the Reports of the Directors and the \u} AN, 12 To authorise the Directors of the Company IR IRY
g#‘dl’rors ard the Accounts for fhe year ended >/\< >/\< >/\< to disapply pre-emption rights >/\< >/\< >/\&
Jonuory 2002 s, 13 Toauthorse the Directors of the Company
2 To approver the Remuneration Commilttes Report >/\§ >/\< >/\< to malée market purchases of ordinary shares >\/< >\/< >\/<
in the Compan
3 To deciare a Final Dividend at the rate of 4.5p per 5;{\( >><< >>/\< 14 Te amend :'Z ;:nicles of Association of the ST
ordinary share for the year ended 4th January 2008 DRSNS Company pursuant to print A’ of the Atictes >\/< >\/< >\/(.
4 To re-appoint Mr Andrew Ghven as a Director >/\< >/{: >,\< of Association of the Company NI AT
IRV, 15 To amend the Articles of Aspgicﬂon of the WY ;
5 Tore-elect Mr Mark Roberishaw as a Director SO NK Company pursuant to prnt ‘B’ of the Articles EXON P
NSNS of Association of the Company ANTANE/N
& Tore-elect Mr Martin fi Direct NZENZENY
re-elect Mr Martin flower a5 a Director >/\<>/\<>/\<
7 Tore-elect Mr Simon Heale as a Director N ENYINYS
PRP AP RS
8§ Tore-appoint KPMG Audit Plc as auditors R,
DX
9 Yo auhorve the Directors ot the Company
to agree the remuneration of the auditors >\/'< >V< >\/<
FASEFANEFaN
10 To approve and adopt the Morgen Crucible Signature
Bonus Defarral Share Matching Plan >X< >>\/< >X< 9 .
11 To authorise the Directors of the Company N N N
ta allot relevant securities >,\< >/\< >/\< Cate

Registered in Englond No. 286773, Registered Office: Quadrant, 55-57 High Street, Windsor, Berkshire SL4 1P
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Notes relsting to the Proxy Form

1. Every hokder hss the right fo appoint some other personds) of thelr cholce as his or
her proxy to exercke ofl or ony of his or her rights o attend. speak and vote on
thelr behaif at the Meeting. A proxy need not be @ member of tha Company.

2. 1f you with to appoint  groxy other than the Chaiman of the Meeting. please
delete she words "the Chairman of the Meeting o' and substitute the name of
your cholce who need not be a member of the Company. If the proxy ks being
appointed In relation 1o kess than your full voling entilement, plecse enter in the
box next to the proxy holder’s nrame the number of securities In rewgaticn to which
they are outhorsed to oct a3 your proxy. If left blank your proxy will e deerned
to be authorsed in respect of your full voting entitement (or In the case of a
corporo:;a shorehoider, the full voting entitlemeant for each relevont designated
account),

3. A member may appoint a proxy or proxies by () compieting this proxy form,

together with the power of attomey (if any) under which it is sgned. ora
notarially certified copy thergof, and depostting t ot the offices of Capita
Registrors (Proxes), PO Bax 25, Beckenham, Kenl' BR3 4BR of returning the proxy
form in an envelope to FREEPOST RLZK-EARB-GSK. Capita Registrars, The Reglstry,
34 Beckenham Road. Beckenham BR3 4TU (no stamp required) at kexst 48 hours
befora the time for holding the Meeting; or (y if you are a user of the CREST
system (Including CREST Personal Members), having an approprate CREST
rmessage ransmiited (pleasae see note 5 balow). 1o appoint more than one proxy.
(an) oddiﬂoncl proxy formy{s} may be obtalned by contacting the Reglsirors
Helpling on D871 664 Q300 (cals cost 10p per minute phus network extrcs) or you
mery copy this form. Please indicate in thae box next to the proxy holder's name
the number of securitios in relation to which they are authorsed to act as your
proxy. Please also indicate by ticking the box provided If the proxy instruction is
ore of multiple instructions being given. All forms Mmust be signed and should be
returned togather in the same envelope

4, You may instruct your proxy how fo vote by marking the appropriate box next to
each reschuion, Detalls of the resolutlons are contdined in the Notice of Meeting
and the expianatory notes. if in respect of any resohution you have not given
specific instructions on how your proxy should vote, your proxy will have discretion
1o vote on that resolstion, in respect of the voting entitiement you granted to that
proxy, s they see fit. Your proxy will also have discretion to vole as they see fit on
any other business which may property come beltre the Meeting. including
amendments 1o rasotutions, and ot any adjoumment of the Meeting. A vate
withheld I hot a vote in law. which means that the vote will not be counted in
the calculation of votes for or against the resomon.

5. To appoint a proxy of 1o give or amend an instruction to a previously appointed
proxy viaa the CREST systern, the CREST messoge must be received by the issuer's
ogent 4D number RA10) by the latest time for receipt of proxy appointrments
specified in the Natice of Meeting. For this purpose. the time of receipt will be
taken to be the time (as determined by the timestamp applied to the messoge
by the CREST Applicctions Hast) from which the issuer’s ogent s able to retreve
the message. After this time any change of instruchions 1o a proxy appointed
through CREST should be communicated to the proxy by other means. CREST
Personal Members or other CREST sporsored members and those CREST Members
who have appointad voting senice provider(s) should contact their CREST
sponscr or voling service provider(s) for assistance with appolnting proxias via
CREST. For further information on CREST procedures, Imitations and systern timings,
please rafer to the CREST Manual. We may freat a proxy appointment sent by
CREST ¢ Invalid In the circumstances set out in Regukation 35(5Xa) of the
Uncerfificated Securties Reguiations 2001,

6. Pursuant 1o Reguiation 41 of the Uncertificated Securities Reguiations 2001, the
Company specifies that only thosa holdars of Ordinary Shokes registered in the
relgvant register of secunties of the Company as at 5,.3C p.m. on 16th Aprdl 2008
{0t In the event that the Meeting & aodloumed. in the register of relevant securtties
os of 5,30 p.m. on the day which k two days before the day of the adjouned
Mesting) shall be entitled to attend and vote at the Meeting in respect of the
numbser of ordinary shares registered In thelr names at that time. Changes to
eniries on the relevant register of securities after 5.30 p.m. on 14th Aprl 2008 (or, in
the event that the Meeting is adjoumed, In the ralevant register of securnities after
5.30 p.m. on the day which Is two days before the day of the odjourned
Meeting) shall be divegaded In ceferminang ihe fghits of ony pemson 10 aitend of
vote at the Meeting.

7. The form must be signed. in the case of joint accounts, one holder may sign the
proxy form. The vote of tha senior who tendars g vote will be taken to the
axclusion of all others.

8. Inthe case of a comporation, this form must be executed ether under s common
seql or under the hand of an Officer or Attorney duly authorised.

¢. In the case of joint hoiders of Ordlinary Shares any one of such holders may vote
<t he Meeting. elfher personally o by proxy, in respect of those shores and. i
maove than one of such joint holders b present at the Meeting. sither personally or
by proxy, the joint holder whosa narme stands first on tha register as one of such
holders shall be antitied to vote in respect thereof.

10.Except ¢s provided above, memibers who wish to communicate with the
Company in reldtion 1o the Meeting should do so using the means set out in the
notes to the Notice of Meeting. No other methods of communication will be
accepted. In poricular you may not use any electronic address provided elther
In this form of praxy or in any related documents 1o communicate with the
Compony for any purposes other than those engressly stated. For further
information in relation 1o this form of proxy, please refer to the notes to the Notice
of Meeting.

1.Completion and raturm of this proxy form will not préciude you from attending
and voting at the Meeling should you wish to do 5o,




Regulatory Announcement
A~ r— | ISSUER FILE NO.
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Company Morgan Crucible Co PL:Cr N A _.;3;387
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Headline Holding(s) in Company -~~~ =&~ s
Released 10:31 17-Mar-08 Cele T
Number 2353Q

TR-1: Notifications of Major Interests in Shares

1. Identity of the issuer or the underlying issuer of existing shares to which voting
rights are attached:
The Morgan Crucible Company plc

2. Reason for the notification
(please place an X inside the appropriate bracket/s):

An acquisition or disposal of voting rights: (X)

An acquisition or disposal of financial instruments which may result in the acquisition of
shares already issued to which voting rights are attached: { )

An event changing the breakdown of voting rights: ( )
Other (please specify): ( )

3. Full name of person(s) subject to notification obligation:
Standard Life Investments Ltd

4. Full name of shareholder(s) (if different from 3):
Vidacos Nominees

5. Date of transaction (and date on which the threshold is crossed or reached if different):.
13 March 2008

6. Date on which issuer notified:
14 March 2008

7. Threshold(s) that is/are crossed or reached:
16%

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 17/03/2008




8. Notified Details:
A: Voting rights attached to shares

Class/type of shares Situation previous to the triggering transaction
if possible use ISIN
CODE

Number of shares Number of voting rights

GB0006027295 40,926,611 40,926,611

Resulting situation after the triggering transaction
Class/type of shares ifNumber of shares Number of voting rights % of voting rig
possible use ISIN
CODE

Direct Indirect Direct Indire
GB0006027295 43,342,565 24,607,090 18,735,475 9.108% 6.935¢

B: Financial Instruments
Resulting situation after the triggering transaction

Type of Expiration date Exercise/conversion No. of voting % of voting
financial period/date rights that may be rights
instrument acquired (if the
instrument
exercised/
converted)
Total (A+B)
Number of voting % of voting rights
rights
43,342,565 16.043%

9. Chain of controlled undertakings through which the voting rights and/or the

financial instruments are effectively held, if applicable -
Standard Life Investments Ltd

Proxy Voting:

10. Name of proxy holder:

11. Number of voting rights proxy holder will cease to hold:

12. Date on which proxy holder will cease to hold voting rights:

13. Additional information:

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 17/03/2008




14. Contact name:
Mrs Tracey Bigmore

15. Contact telephone number:
01753 837000

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 17/03/2008



TR-1: Notifications of Major Interests in Shares

1

. Identity of the issuer or the underlying issuer of existing shares to which voting

rights are attached:
The Morgan Crucible Company plc

. Reason for the notification

(please place an X inside the appropriate bracket/s):
An acquisition or disposal of voting rights: (X)

An acquisition or disposal of financial instruments which may result in the acquisition of
shares already issued to which voting rights are attached: ( )

An event changing the breakdown of voting rights: { )

Other (please specify). ( )

. Full name of person(s) subject to notification obligation:

Lloyds TSB Group Plc

. Full name of shareholder(s) (if different from 3}:

Perry Nominees Ltd

Boltro Nominees Ltd

Lloyds Bank (PEP) Nominees Ltd
State Street Nominees Lid

. Date of transaction (and date on which the threshold is crossed or reached if different):

13 March 2008

. Date on which issuer notified:

14 March 2008

. Threshold(s) that is/are crossed or reached:

Fallen below 4%

http://www .londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 17/03/2008




8. Notified Details:
A: Voting rights attached to shares

Class/type of shares Situation previous to the triggering transaction
if possible use ISIN
CODE

Number of shares Number of voting rights

GB0006027295 11,083,081 11,083,081

Resulting situation after the triggering transaction
Class/type of shares ifNumber of shares Number of voting rights % of voting rig
possible use ISIN
CODE
Direct Indirect Direct Indire

GB0006027295 10,633,081 10,633,081 3.936¢

B: Financial Instruments
Resulting situation after the triggering transaction

Type of Expiration date Exercise/conversion No. of voting % of voting
financial period/date rights that may be rights
instrument acquired {if the
instrument
exercised/
converted)
Total (A+B)
Number of voting % of voting rights
rights
10,633,081 3.936%

9. Chain of controlled undertakings through which the voting rights and/or the

financial instruments are effectively held, if applicable -
55,741 Shares are held by Perry Nominees Ltd, a wholly owned subsidiary of Lloyds
TSB Bank Plc, a wholly owned subsidiary of Lloyds TSB Group Plc.

2,492 Shares are held by Boltro Nominees Ltd, a wholly owned subsidiary of Lloyds TSB
Bank Plc, a wholly owned subsidiary of Lloyds TSB Group Plc.

39,120 Shares are held by Lloyds Bank (Pep) Nominees Ltd, a wholly owned subsidiary
of Lloyds TSB Bank Plc, a wholly owned subsidiary of Lloyds TSB Group Plc.

10,535,728 Shares are held by State Street Nominees Ltd. Shares are under the control
of Scottish Widows Investment Partnership Ltd, a wholly owned subsidiary of Scottish

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 17/03/2008




Wiaows Investment FPartnership Group Lid, a wholly owned subsidiary of ocottisn
Widows Group Ltd, a wholly owned subsidiary of Lloyds TSB Bank Plc, a wholly owned
subsidiary of Lloyds TSB Group Plc.

Proxy Voting:

10. Name of proxy holder:

11. Number of voting rights proxy holder will cease to hold:

12. Date on which proxy holder will cease to hold voting rights:

13. Additional information:

14. Contact name:
Mrs Tracey Bigmore

15. Contact telephone number:
01753 837000

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

©2008 London Stock Exchange ple. All rights reserved
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Company Morgan Crucible CoPLC™ "™ 0= & O L{m]le Morgan Crucible Company ple 82-
TIDM MGCR o 3387

Headline Hoiding(s)in Company ' .~ "' o

Released 14:44 17-Mar-08 o

Number 2761Q

TR-1: Notification of Major Interests in Shares

1. Identity of the issuer or the underlying issuer of existing shares to which voting
rights are attached:
The Morgan Crucible Company plc

2. Reason for the notification
(please place an X inside the appropriate bracket/s):

An acquisition or disposal of voting rights: (X)

An acquisition or disposal of financial instruments which may result in the acquisition of
shares already issued to which voting rights are attached: ( )

An event changing the breakdown of voting rights: { )

Other (please specify): ( )

3. Fuli name of person(s) subject to notification obligation:
Resolution Investment Services Limited

4. Full name of shareholder(s) (if different from 3):

5. Date of transaction (and date on which the threshold is crossed or reached if different):
14 March 2008 |

6. Date on which issuer notified:
14 March 2008

7. Threshold(s) that is/are crossed or reached:
5%

8. Notified Details:
A: Voting rights attached to shares
Class/type of shares Situation previous to the triggering transaction
if possible use ISIN
CODE
Number of shares Number of voting rights

GB0006027295

http://www.londonstockexchange.com/LSECWS/IFSPages/MarketNewsPopup.aspx?i... 17/03/2008



Resulting situation arter tne wriggering transacuon
Class/type of shares ifNumber of shares Number of voting rights % of voting rig
possible use ISIN
CODE
Direct Indirect Direct Indire

GB0006027295 13,268,316 4.92%

B: Financial Instruments
Resulting situation after the triggering transaction

Type of Expiration date Exercise/conversion No. of voting % of voting
financial period/date rights that may be rights
instrument acquired (if the
instrument
exercised/
converted)
Total (A+B)
Number of voting % of voting rights
rights
13,268,316 4.92%

9. Chain of controlled undertakings through which the voting rights and/or the
financial instruments are effectively held, if applicable’

Resolution Group Plc
Resolution Asset Management Limited
Resolution Investment Services Limited (indirect)
Bank of New York Nominees Limited (2,043,194 0.76%)
Vidacos Nominees Limited (11,225,122 4.16%)
Proxy Voting:
10. Name of proxy holder:
11. Number of voting rights proxy holder will cease to hold:
12. Date on which proxy holder will cease to hold voting rights:
13. Additional information:

14. Contact name:
Mrs Tracey Bigmore

15. Contact telephone number:

01753 837000
END
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London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons and/or cutside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

©2008 London Stock Exchange plc. All rights reserved
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Regulatory Announcement

Go to market news section ISSUER FILE NO.
The Morgan Crucible Company pic 82-

Company Morgan Crucible Co PLC 3387

TiDM MGCR

Headline Re Pension fund

Released 16:33 17-Mar-08

Number 2908Q

RNS Number:2908Q
Morgan Crucible Co PLC
17 March 2008

The Morgan Crucible Company plc announces a c£160m buy-out deal between the
Trustees of its UK pension schemes and Lucida plec, a FSA regulated insurance
company .

Following a rigorous selection process, the Trustees of both UK pension schemes
(the Morgan Pension Scheme and the Morgan Group Senior Staff Pension and Life
Assurance Scheme) have agreed to secure the current pensioner liabilities with
Lucida plc an insurance company regulated by the UK's Financial Services
Authority. An important part of the process was maintaining the security and
service standards for the scheme members which Morgan believes has been achieved
by the selection of Lucida. The Lucida annuity policies in respect of these
liabilities will be issued in the Trustees' name, and will be investments of the
Trustees.

The price of the annuity policies is c¢.£160m. In addition Morgan will be making
a one-off contribution of c. £4m to the schemes to facilitate the transaction.
Using consistent assumptions, Morgan's UK net IAS 19 balance sheet position
(£2.5m obligation at the year end 2007) will improve by cf£7m as a result of this
risk transfer with a corresponding effect on the overall Group net IAS 19§
balance sheet obligation which was c¢£48m at the 2007 financial year end

The deal secures the pensions of Morgan's c¢. 3,000 current UK pensicners. Morgan
continues to offer its defined benefit pension schemes to its current employees
and deferred pensioners.

Commenting, Kevin Dangerfield, Chief Financial Officer, said: "Having worked
closely with the Trustees throughout this process, Morgan is very pleased with
the outcome of this important transaction. This enhances the security of our UK
pension schemes whilst transferring a substantial amount of the longevity and
investment risk to Lucida as the insurer".

Morgan was advised on the transaction by Lane Clark & Peacock LLP.

Enquiries:
Victoria Gould, The Morgan Crucible Company plc 01753 837 237
Robin Walker, Finsbury Group 020 7251 3801

Clare Strange

This information is provided by RNS
The company news service from the London Stock Exchange
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London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which is addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons andlor outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

®2008 London Stock Exchange pic. All rights reserved
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Regulatory Announcement

Go to market news section ISSUER FILE NO.
The Morgan Crucible Company plc 82-

Company Morgan Crucible Co PLC 3387

TIDM MGCR

Headline Annual Report and Accounts

Released 16:31 17-Mar-08

Number 2909Q

The Morgan Crucible Company plc Annual Report 2007

17t March 2008

The Company’s Annual Report and Financial Statements 2007, Shareholder Circular incorporating
the Notice of Annual General Meeting 2008 and related documents have been submitted to the UK
Listing Authority and will shortly be available for inspection at the UK Listing Authority’s
Document Viewing Facility which is situated at:

UK Listing Authority

The Financial Services Authority
25 The North Colonnade

Canary Wharf

London E14 5HS.

END

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are
responsible for checking content. Any news item (including any prospectus) which s addressed solely to the persons
and countries specified therein should not be relied upon other than by such persons andior outside the specified
countries. Terms and conditions, including restrictions on use and distribution apply.

©2008 London Stock Exchange pic. All rights reserved
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