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¥ On 10 March 2008, attaﬂaepprwethﬁFetnayZﬂOBdﬂnwounsfa
the year endex 31 Decermber 2007, the sppointment o Steve Crummett as
theFmrmDrectorwmarrm\oed For the completeness of reporting to
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Business Review

Filtrona is an intemational, market
leading, speciality plastic and fibre
products supplier

Highlights

for the year ended 31 December 2007

» Enhanced quality of earmings

 Operating profit up 14.2%"

» Operating profit margin improved to 13.0%"**
o Dividend increased by 10.1%

& continuing operations
* at constant exchangs rates
§ hatorg mtangible amortisation and restructuring costs

Margin ¢

64.4 13.0

517.1 584 982 ns  nd
. 1 494.2 500 1.0

Revenue 8 Operating profit 4%

04 a6 ce 07

13.0%

M4 0 06 07

£64.4m

] 05 (I

£494.2m

+0.0%"  (4.4%) +142%"  +88%
Adjusted eamings
Profit before tax ® Net debt per share 2!
135.2 : 172
agp 52 BT 1200 1202 . jap 158 -

424 988 13.1

o 05 08 a7 04 05 06 07 04 05 06 o7
£51.7m £1352m 17.2p
+38%  (1.0%) +154%  +10.3%

& contirarng oparations

§ beforo intangible amortisation, restructuring ¢os1s and demsergar axpensg

* g1 constant exchange rates

1 betora Intangible amortisation, restructuring costs and demernger expensa less 1ax relief thereon
* interim dividend plus proposed final dividend

= national
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Profit before tax 24
58.2

50.8 531

428

04 05 06 o7

£58.2m
+148%  +96%

Dividend per share '
78

ga 89

59

= 05 06 o7

760p

+10.1%

www filtrona.com




Business Revievlv ' .
Principal Interpational Developments

By concentrating on mtematlonal speciality markets e .
Filtrona has been able to establish and develop )
strong positions in :ts! chosen product categories. "
Filtrona operates in a'dynamnc intermational market il
environment. The Company continues to invest ® Mutiple |

to expand capacity and capability, to improve
operational perfon'nance and customer service
and to exploit new busuness opportunities.

Chicago, US Monterrey, Méxiéo “;i':E

Following the acquisition of Duracoin May ~ The Monterrey Cigarette Filters

: there are plans to establish a Duraco facility achieved significant productivity
) Express operation {or the small order improvements and was consistently
segment of the market profitable

02 Filtrona plc Annual Report andAooo};ms 2007
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The construction of a new cleanrcom allows  The CORGI card is produced by Payne The Fibertec factory extension was

the Filtrona Extrusion business to focus Security in a cleanroom environment on completed in the third quarter of 2007 and
on additional opportunities within the sophisticated digital printers has since achieved 1SO 14001 and OHSAS
medical market 18001 accreditation

03 Filtrona ple Annual Report and Accounts 2007 www.fittrona.com




Business Revie\:‘v
Chairman’s Statement

The Board believes Filtrona
remains well placed to deliver
long-term growth

l

Pcoornls 2007

.MHmmplchalﬂaponand

4,700 36

Employees Manufacturing
facilities

42 4

Distribution Research

. units faciliies

I am pleased o report that during 2007 Filtrona developed
well. The Company built on the organic growth momentum
established in previous years, successfully managed the
North American restruciuring programme in the Cigareite
Filters division, and integrated the newly acquired Duraco
busingss in the US,

In 2007 operating profits for the Company, before intangible
amortisation and restructuring costs, moved ahead strongly,
growing by 8.8% 1o £64.4m, an increase of 14.2% at constant
exchange rates. Revenue was 4.4% lower than the prior year
due to the effects of exchange rates and the decling in the
Cigarette Filters division which was highlighted at the end of
2006. Revenue for the other businesses was higher in 2007,
most strongly in the Protection and Finishing Products and
Bonded Fibre Componenis divisions. Comparyy marging
improved from 11.4% to 13.0% as a resutt of productivily
improvements following the restructuring of the Cigarette Filters
division and sustained capital investment. Adjusted eamings
per share grew by 10.3% to 17.2p (2006: 15.6p) and by 15.4%
at constant exchange rates.

The strategic development of Filtrona continued in 2007.

The Duraco business, based in Chicago, linois, was acquired
and successiully integrated. It has delivered ahead of
expectations, with its attractive market positions and

strong margin genaration complementing the existing
Pratection and Finishing Products businesses.

The disposal of Globalpack, the Brazilian consumer
packaging business, was completed in June and
consequently the results shown ars on a continuing
basis with the contribution from Globalpack presented
as a discontinued operation in the consolidated
income statement,
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Filtrona's Mission Statement
Filtrona will

. Focus on the development of innovative and value added products and services

« Deliver world class quality and service

. Continue to develop strong relationships with customers, partners and suppliers

« Continue to reduce product costs

involved and recognised for their contribution
And thereby grow profitably

Margin improvement and effective working capital
management led to strong cash inflow from operaling
activities of £84.9m in the year and, in the second half of the
year, the Company conducled a limited programme of market
purchases of its own shares under which 13.7 million shares
{6.2% of the Company's issued share capital) were bought
into treasury, returning £30.6m to shareholders.

The Board is racommending a final dividend of 5.08p per
share which, if approved, at the Annual General Mesting on
24 April 2008, will make a total of 7.60p (2006: 6.90p} per
share for the full year, This represents a 10.1% increase on
2006. The final dividend will be paid on 2 May 2008 to
shareholders on the register at 11 April 2008,

We were very pleased to welcome Lars Emilson to the Board
as a Non-executive Director on 1 May 2007. With the addition
of Lars' wide international experience, the Board maintains
the right blend of skills to support our executive team as they
drive the future growth of Filtrona.

Steve Dryden announced his resignation as Finance Director
in December 2007, although he currently remains part of the
executive team pending the handover of his responsibilities.
Steve has made a valuable contribution to Filttrona during his
gleven years' service and the Board wishes him every success
in his future career. The recruilment process for Steve's
successor is well advanced.

The Board held eight scheduled meetings during the year
together with a day ol strategy discussions. One of the Board
meetings was held at the Bonded Fibre Components facility
in Richmond, US, to enhance the Board's first-hand
knowledge of the businesses.
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Develop a co-operative working environment where employees are committed,

| am abways impressed by the enthusiasm and professionalism
of the employees | meet at the Filtrona sites across the globe
and on behalf of the Board and shareholders | would like to
thank them all for their hard work and contribution to the
Company's performance in 2007.

In 2008 Fittrona will continue the programme of driving
productivity improvermenis in its existing businesses and
seeking acquisitions to strengthen the Company's positions
in key markets. The performance in Fiore Technologies is
expected to ba in line with 2007 as a result of reduced
volumes and further restructuring costs in the Cigarette Filters
division. This restructuring wiil result in a lower cost base and
a more competitive business. The good performance in
Plastic Technologies is expected to continue.

Owverall, despite uncertain economic conditions, the

Board beligves that Filtrona will continue to make progress
and that the Company remains well placed to deliver
long-term growth,

Jeff Harris

Chairman
28 February 2008

www.filtrona.com
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Chief Executive’s Review

T
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Fiftrona Values

Figure 1
Fitrona's key markets

43.5% Tobacco

4.4% Transporl

4.3% Wriilng instruments
. Point of purchase
3.2% Oiand gas
40.8% Other

o th b~
w
@
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Figure 2
Geographic spread
of revenue

1. 40.5% Europe
2. 40.0% North Amaerica
3. 18.5% Rest of World
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Carperas CovarmeEres

Einancialfstatements)

Wea will ba passionate in our pursuit of
excellence and dedicate oursehves 0
the very bast of quality in everything

We will work as a tearn, valuing
everyons's contribution and

We will treat each otherina

congstent and fair manner in all we do

Overview

Fitrona is an international, market leading, speciality plastic and
fibra products supplier with acthvities segmented into Plastic
Technoiogies and Flbre Technologies.

Filtrona derives strength from senving a wide range of
customers, across diverse geographies within a broad
but targeted range of international markets.

Filtrona's key markets are shown in Figure 1 and represent
importart consumer and industrial product segments.

With its extensive flexible manufacturing and distribution
capability, Filtrona is a supplier throughout the world 10
many international, biue chip, market leading customers and

the top ten custorners in 2007 represented 36.7% of revenue.

As the Company seeks to continucusly improve operational
performance and provide new innovative solutions, Filtrona
anticipates that the quality and breadth of its product and
service offering combined with cost compatitiveness will
provide opportunities for growth with current and new
customers and expansion into new and existing markets
across international boundaries.

In 2007, the geographic destination of the Company's
revenue was as shown in Figure 2. The Rest of World
segment includes many of the lower cost manufacturing
and higher growth regions and represents 19.5% of revenue
in 2007 as the Company increasingly focuses on
development in higher growth markets such as China,

India and Indonssia.
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necessary rasources and freedoms
to achieve them, and honest
assessment of our performance

we do » We will always conduct oursetves
with integrity and respect - for our
fellows and for our erwironment
minimising bureaucracy » We will gim to advance our
knowledgs, skills and professionalism

Our style Our responsibilities Our goals

+ We will be open, honest and ¢ We will share our company strategy, « We will strive to delight our customers
enthusiastic, celebrating our and ensure we undersiand the part and hold the respect
successes and learming from we play in it of our suppliers
our experiences « We will all have clear goals, the » We will work together (o grow

our business for the benefit
of our stakeholders

o Woa will do our best and accepl
accountability for our actions

Strategy
Fittrona's long-term cbjective is to continue to grow

profitably for the benefit of all its stakeholders through
investing organically and by acquisition in selected markets
within, or complementary 1o, plastic and fibre technologies.
The Company's strategic focus is to build on its core
competencies through the developmsnt and acquisition

of businesses which are engaged in the manutacturing,
sourcing and distribution of high volumes, low unit cost,
small but essential products for use in consumer and
industrial markets.

The identification and successful exploitation of markets
which offer significant value addition and growth opportunities
through product innovation, distribution, service and cost
improvements are integral to the future development of
Filtrona as the Company seeks lo enhance the competitive
position of its global businesses.

With a responsible winning culture based on Filtrona Values
and Key Strengths, the reputation of the Company and its
employees forms a sound basis for the successtul delivery of
new businass and market opportunities dasigned to secure
long-term value for Fittrona's shareholders.

Performance

In 2006 Filtrona reported a good performance in its first

full year as an independent public company. In 2007 the
Company accelerated its rate of profit growth belore
restructuring costs, despite the negative impact on profits
from currency translation caused by the further depreciation
of the US dollar against sterling. Filtrona also completed its
first significant acquisition since the June 2005 demerger,
with the valuable addition of the Duraco business to the
Protection and Finishing Products division.

www.fiitrona.com
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Figure 3 Number of
12 month moving average accidsnis
accident trend 2007 per month
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Figure 4 Number of lost
12 month moving average time accicients
lost time accident trend 2007 per month
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Strategic Aims
e Grow profitably
* |nvest organically

" & Acquire in selected markets

* Build on core competencies

_ * Deliver long-term value

QOperating profit before intangible amortisation and
restructuring costs was up 8.8% to £64.4m (2006: £58.2m),
Operating margins improved 10 13.0% from 11.4% in 2008.
At constant exchange rates operating profit before intangible
amortisation and restructuring costs was up 14.2%. Revenue
at constant exchange rates was flat, whilst reported revenue
was down by 4.4% to £494.2m (2006: £517.1m) due to the
combined effects of currency translation and the previously
announced revenue reductions in the Cigarette Fitters
division. Excluding the Cigarette Filters division, revenue
growth for the remainder of the Group was up 5.1% at
constant exchange rates. The adverse impact of currency
translation during the year was £2.8rm on operating profit
before intangible amortisation and restructuring costs, and
£22.9m on revanus.

The cash inflow from cperaling activities of continuing
operations was again strong at £84.9m (2006: £77.2m) up
10.0%. Return on average operating capital excluding
intangible assets continued to improve, up from 24 8% in
2006 to 26.8% in 2007. Return on average total invested
capital, including intangible assets and goodwill previously
charged to reserves, improved from 13.1% to 13.9% ona
pre-tax basis, Adjusted eamings per share grew by 10.3%
from 15.6p to 17.2p and, excluding the impact of currency
translation, adjusted earnings per share grew by 15.4%.
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EorpeialelGovernance

Binanciafstategients)

Key Strengths

+ Strong international market positions
Long-term customer relationships

Well invested flexible global infrastructure
Experienced management team
Reputation for quality and innovation

* Operational efficiency

Corporate responsibility

Filtrona's development of a responsible winning culture
recognises the role which the Company's refationship with its
employees, cusiomers, suppliers and other stakeholders and
its interaction with the envirgnmeni may play in securing
competitive advantages across its divisions.

The skills and commitment of Filtirona’s employees across

the world are tundamanial 1o ensuring the quality and
competitiveness of the Company's portfolio of products and
services. The Company's commitment to its employees is
reflected in the quality and safety of the working environment
and the personal development opportunities which it seeks to
provide at each of its focations, without discrimination
between site or people.

Fittrona's reputation as an employer is imporiant to ensure the
attraction and retention of suitably motivated, experienced
and skilled personnel. The cuslomer and supplier perception
of Filtrona's values and standards of conduct across a variety
of regions and cultures can impact on the development of the
longstanding business relationships which the Company has
maintained and continues to foster. Filtrona strives {o maintain
the highest ethical standards at all times in the conduct of its
international operations.

Filtrona's drive towards continugus improvement and cost
reductions across its global manufacturing and distribution
footprint requires an ongoing assessment of operational
efficiencies and securing the benefit of potential energy,

09 Filtrona ple Annual Report and Accounts 2007

water and waste savings, As a responsible corporate cilizen
the Company looks to exploit opportunities to benefit the
financial performance of its businesses in a manner
consisten! with environmental sustainability.

In support of its commitment to the quality and standards
associated with its principal manufacturing facilities,
Filtrona's objective is to secure ISO 14001 and OHSAS
18001 accredilation across all of those sites no later than
the end of 2008.

Total accidents and lost time accidents are two non-financial
key performance indicators within Filtrona, recognising the
primary importance of robust health and safety management
and recording its role in securing operational efficiencies.

The total accidents statistics record every incident which
resuited in first aid and were recorded in the accident book,
whilst the figures for lost time accident records accidents
which resulted in employes absence for more

than one day. The improvement in Filtrona's health and safety
performance during 2007 is illustrated in Figures 3 and 4.

Further details on Fiitrona’s Corporate Respoensibility can be
found on pages 26 to 29 of this Report.

Mark Harper

Chiefl Exaculive
28 February 2008

www.liltrona.com




Business Revievlv
Key Performance Indicators

The defivery of Fittrona's strategic goals is underpinned by focusing on key performance indicators which measure the
Company’s progress in the delivery of long-lerm growth and shareholder value.

To assess the overall performance of Filtrona, the Company uses five financial key performance indicators [KP1s) as described
bedow, in addition to the non-financial KP1s set out onpages 8 and 8.

As well as being used to measure the performance at Group level, the majority of the financial KPls are used as the principal
quantitative elements in assassing the short- and long-term perfomancs of the operating businesses.

Given tha diversity of Filtrona's range of businesses operating across international boundaries, a number of other business
measures, both financial and nen-financial and tailored to the individual requirements and characteristics of each business,
ara monitored and assessed on a regular basis to evaluale how individual divisions are performing in response 1o their key
objectives and challenges.

Underlying operating Underlying operating profit growth

profit growth (%) Tha growth in undertying operating profit (‘OP'} is a key measure of the underlying
performance of the Group over time. Undertying OP growth removes the distorting

influence of foreign exchange transtation, acquisitions, disposals, the costs of

00 mt restructuring or rationalisation of operations and the amortisation and impainnent of
75 74 I intangible assats.

i : The Group's underlying OP has grown at an average rate of 8.5% over the iast four

i years and in 2007 grew by 10.1%.

o4 03] 5] o7

110.1%.

Operating margin {%) Operating margin
130 Operating margin is an important measure io Filtrona as it monitors operating
ng 15 1.4 efficiency and reflects the success of the businesses in achigving superior margins by

operating in selecled markets and offering strongly diffarentiated cost competitive
: products and services. Operating margin is defined as OP before intangible
i amortisation and restructuring costs divided by revenue,

! Ower the last four years, the Group operating margin has increased from 11.0% to
13.0% in 2007. Acquisitions made during that period have had a positive impact on

“ ® o6 i Group margins. The most important driver, however, has been the operational
1 3 00 leverage gained as the businesses have increased in scale, leading to increased
i AJ revenues withoul a proportionate increase in operating costs.

Revenue and capital investments have been focused on higher margin divisions
which have perforrmed well in 2007 raising margins in Plastic Technologies from
14.9% to 15.7%. In Fibre Tachnologies such investments, combined with a stronger
operational focus on conversion ¢osts in Cigarette Filters, have improved margins in
2007 from 11,0% to 13.8%.

10 Filtrona plc Annual Report and AccoLnts 2007
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Operating cash
inflow (Em)
849
o7
Return on average total
invested capital {%)
131 g2
$§‘
e
A
'.;*:é,,_
&
3
08 07
Adjusted eamnings
per share (p)
17.2

148 28

Y

04 053] 06 07

17.2p

11 Filtrona pic Annual Report and Accounts 2007

H [Einanciagstatementsy

EorpchatelGovernance

Operating cash inflow

Operating cash inflow is defined as cash inflow from operating activities of continuing
operations as shown in the consolidated statement of cash flows. This measures

the success of the operating businesses and the Group as a whole in turning profit
into cagh through the careful management of working capital in the business.

Over the last tour years, the Group has generated a robust operating cash inflow
averaging £74.6m per annum.

Return on average total invested capital

Return on average total invested capital (ROTIC') represents OP as a percentage of
iotal invested capital {TIC"), defined as net assets plus net debt plus non-operating
assets less labilities. ROTIC refiects the success of the Company in achieving
superior retumns on its invested capital.

At the Group level, TIC includes the total cash invested in acquisitions, including all
goodwill and acquired intangible assets, both capitalised and charged to reserves in
previous years. Over the last four years, ROTIC, at constant exchange rates, has
steadily increased from 12.4% in 2004 to 13.9% in 2007,

At the operating division level, goodwill and acquired intangible assets are excluded
from TIC so that management is judged more narrowly on the return achieved on
capital invested in fixed assets and working capital. This is because the operating
division management is not directly involved in the price negotiations for acquisitions
completed within their spheres of responsibility.

Adjusted eamings per share

Adjusted eamings per share {EPS') measures the benefits generated for shareholders
from the Group's overall performancs. It is calculated as profit before intangible
amortisation and restructuring costs less tax relief thereon, attributable to
shareholders, from continuing operations, divided by the weighted average number of
shares in Issue excluding shares held in treasury or shares held by the employee
benefit trust. Adjusted earnings from continuing operations increased by 9.4% to
£37.3m in 2007 (2006: £34.1m). The weighted average number of shares in 2007 was
216.3m (2006 218.8m) giving adjusted EPS of 17.2p (2006: 15.6p), an increase of
10.3%, or 15.4% at constant exchange rates.

www.filtrona.com




Business Review
Plastic Technologies

Plastic Technologies produces, sources and
distributes protectionjand finishing products,
self-adhesive tear tape and security products

as well as propnetary and customised
plastic extrusions

Plastic Technologies had a good year with operating profit
befora intangible amortisation and restructurlng cosis up
6.7% to £41.6m {2006: £39.0m) and revenue up 1.3% lo
£265.8m (2006; £262.4m). The operatmg margin again
improved to 15.7% (2006: 14.9%) reflecung the stronger
performance of the higher margin businesses.

During 2007 significant revenue investments were mada to
establish new distribution locationsland to support businesses
still in their infancy. At constant exchange rates, revenus
increased by 5.4% and operating proft before intangible
amortisation and restructuring costs increased by 10.3%.

Protection and Finishing Products

The Protection and Finishing Products dwision continued to
pursue its strategy of geographic and range expansion
combined with consistent investment in business to business
marketing programmes, mlegratedll‘l’ systems and supply
chain efficiencies. Filtrona's largest profit generating division
continued to perform well Ihroughout the year, benefiting from
tha diversity of its customer base, where no individual
customer represents more than 3% of the revenue, and the
competitive advantages presented b'y the breadth of its
product offering and the quality of ﬁs sarvice. The division
holds over 900 million parts represantlng 26,000 products in
multiple stocking locations for same day despaich.

Moss, the pan-European plastic pants supplier, had an
excellent year and benefited from a|further strangthening of
the mix of propristary and custom products in favour of the
more profitable proprietary lines. Sales development across
the axpanded Continental Europeap network was particularly
encouraging within both recently opened and more
established locations. The new distiibution unit in Hungary
was opened successfully in April and the Chinese business,
co-located within the Fibertec facclﬂy in Ningbo, opensd in
December. The distribution units in'Brmo, Czech Republic and
in Newcastle, UK were relocated to' larger units to
accommodate business growth. A new sophisticated
fireprool mould store became fully operational at the
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Kidlington, UK manufacturing facility to further improve risk
management at this important site.

Skiffy, the European specialist srmall nylon parts prociucer,
has delivered ancther strong year of growth, The new Skifty
distribution operation in Poland was opened successfully in
March. Revenue growth has again been assisted by the
further increased lavels of marketing, inctuding the new
catalogue which was launched successfully during Aprit in
eight languages. Internet ordering via the multi-language
websile continues 10 grow and now represents 27.6% of
revenue, up from 22.0% in 2006.

Alliance, the US-based plastic parts supplier, traded well in
spite of more challenging conditions in the US domestic
markset. Development of the product offering continued with
the addition of significant new ranges during the year. The
new Alliance Express location in Chicago has performed
consistently well since its opening in February. Trading at the
Alliance facility in Sao Paulo, Brazil was strong throughout the
year with the benefits of local manutacture reducing costs
and materially improving its compelitive position in the
Brazilian market. Sales growth in Brazil has now driven the
Implermentation of a second production shift and an additional
warehouse location is also being utilised. Unit proguction
costs at the Erie, Pennsylivania facility continued to fall as a
result of the sustained investment in new tooling and
machingry.

The acquisition of Duraco, based in Chicago, llinois, was
completed in May for a consideration of $61m. The integration
of the business has progressed well, and an experienced
senior executive from within the Protection and Finishing
Products division was appointed to the position of President.
The division's commercial philosophigs and the Filtrona
Values are now being implemented in the business. Early
responses to new marketing programmes, utilising the
division's sophisticatad marketing techniques, have been
encouraging and plans are in place for the establishment

of a Duraco Express operation to address the small order
segment of the market.
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Business Review

Protection and Finishing
Products

Markets and Trends

* Fragmented, ill-defined global
market > £1 billion

» Key sectors include oil and
gas, point of purchase,
hydraulics, pneumatics,
metal fabrication, machinery,
white goods, fumiture
and automotive

» Market growth in line
with GDP

Looking Forward

 Expanding geographically in
response to customer
demands and emerging
market opportunities

* Enhancing current
distribution capability

¢ Securing market share
gains based on breadth
and excellence of product and
service offering

¢ Increasing operational

efficiencies and reducing costs

13 Filtrona plc Annual Report and Accounts 2007 www.llitrona.com




Business Revie\‘v
Plastic Technologies

MS!, the oil country tubular goods thread protector business,
experienced a moderation of growih compared to the strong
growth rale achieved in 2006. This|resulted from de-stocking
in the second quarter of 2007 by the steel pipeyards who
form the majority of MSI's customer base. A number of
important current and new supply comracts were secured
during the year with North American customers. The
business continued to invest in drerg productivity through
both machinery and a new generation of high output tooling.
In addition, the upgrade of the procluctlon capability at the
Vera Cnuz, Mexico facility continued.

Looking forward to 2008, new distripution operations are
planned for the Moss, Alliance and Duraoo businesses and
construction will commence on a new manufacturing facility
for the MS! business in Houston, Alongsn:ie the continued
expansion of the manufacturing anc distribution footprint,
further additions to the product range and sustained marketing
investment are expected to secure the ongoing development
of the Protection and Finishing Prodlcts division.

Coated and Security Products

The Coated and Security Products|division continued to
pursus its strategy of developing new security technologies
and applications for international markets whilst sustaining
its world leadership position in self-adhesive tear tape.

The division delivered an improved performance in both
revenug and operating profit, desplte increased revenue
investment in the FractureCode business which remained
loss-making.

The Payne tear tape business achzeved good growth in
volumes, revenue and operating proms Volurne growth in
fast moving consumer goods markets outside of the tobacco
industry was achieved in all reglons around the world and
the continued development of mnovatuva packagung and
promotional solutions remains key 10 ANGOINgG sUcCess

within these markels. Developrnent of the propristary

Payne authentication system was compieted and sales
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have already been achieved for application on tobacco
products, tax stamps and fine wines. A restructuring
programma within the European tear tape operations was
actioned in the first quarter and significant cost, productivity
and quality benefits have resulted.

The Payne security business performed well with the benefit
from a full year ot volumes of the new UK passport. Within
the personal identification activity, the first year of the CORGI
card renewal process went smoothly with excellent service
levels being achieved. Investment was made in customer
card fulfiiment and smartcard chip encoding capabiity 10
assist in strengthening market position. The new security
label line was successfully commissioned at the Banbury,

UK facility and the first orders from this line have been fulfiled,

The FractureCode business continued to prepare for future
growth with the support of revenue investment. The existing
FractureCodie licensee has installed FractureCods in three
countries, and opportunities are being aclively discussed
with potential licensees across a number of different
enduser markets.

During 2008, it is anticipated thet the Coated and Security
Products division will continue to benefit from the growth

in the market for solutions to combat the global contrabyand
and counterfeit problem. As the Company 100ks to maximise
the potential of the opportunities within that market,
commercialisation of tha proprietary Payne authentication
system and the security labels offering will continue and further
investment wilt be mads in the development of new laminates
for secure documents,

Plastic Profile and Sheet

After an excellent 2006, the Plastic Profile and Sheet division
encountared tough trading conditions throughout the year,
particularly in the US. Revenue and operating profit
performance was down in 2007 in the US, although excefent
growth was achieved at Envtor in The Netherands.
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77 ]Coated and Security
.1 - |Products

Markets and Trends

¢ Fast moving consumer goods -
tobacco, food and
confectionery

¢ Packaging and board producers

» Security printers and
systems integrators

* Public institutions

» Security related applications
growing faster than GDP

* Emerging track and trace
market

Looking Forward

e Innovating solutions utilising
tear tape expertise

* Securing opportunities
presented by increased
demand for personal
identity authentication

» Developing as preferred
supplier in emerging track
and trace market

e Exploiting proprietary product

authentication solutions to

combat counterfeiting

www.filtrona,com
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Plastic Technologies

Good revenue growth was achleved in the key product
sectors of asrospace, point of purchase ('PCP'}, medical and
traffic control. In November the dmsuon was confirmed as the
supplier of a family of parts for the Boerng 787 Dreamliner
gircraft, reflecting a longstanding customer s continued
commitment to the engineering and design expertise of the
business and its high standards of quality and service. In
Monterrey, Mexico the 100,000 sqLare feet extension to

the facility was completed, including a new cleanroom for
medical products. T

Volumes in the commercial lighting and fence products
sectors were flat and volumes of cbstom products, which
typically provide sngnrﬁcant value addlng opportunitias for the
business, were down in the US. The general weakness in the
US extrusion sector has also gena ated pricing pressures,
particularly with consistently rising raw material prices
throughout the second half of the year
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In response to the more difficult market conditions, cost
reduction measures have been taken to streamling the
organisation and to optimise production efficiency. The
Northborough, Massachusetts facility was closed al the end
of the year and production transferred to the neighbouring
Athol facility, where a new cleanrcom has been construcied
to focus on the opportunities within the medical markat.

Enitor in The Netherlands had an excellent year due to strong
sales growth and an iImprovernent in operating efficiency
resufting from a strengthening of the management team.

Trading conditions for the Plastic Profile and Shest division
are expected to remain challenging in 2008. The operational
focus will be on ensuring that the business delivers the cost
efficiencies from the realignment of the North American
manufacturing capabllity. From a sales perspective, the key
growth markets of aerospace, POF, medical and fraffic
control remain a priority.
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| Business Review

Plastic Profile
and Sheet

Markets and Trends

 Attractive opportunities in
- engineered profiles and
components for aerospace
» POP components for retail
merchandise
» medical tubing
¢ Safety and control devices for
traffic management growth in
line with GDP

» Mature markets in lighting
and fence

Y/

- Looking Forward
. * Focusing on key priority
- markets
¢ Expanding in lower cost
countries
» Driving efficiencies with
continuous improvement

’ 8 LEREELL
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Fibre Technologies

Fibre Technologies focuses on the production and
supply of special firters for cigarettes and bonded
fibre products such as reservoirs and wicks for
writing instruments and printers, household

products and medical devices

Fibre Technologies delivered a strong improvement in
operating performance in the year,|with operating profit before
intangible amortisation and restructuring costs up 12.5% 1o
£31.6m (2006: £28.1m) reflecting alsharp improvement in
cperating margin to 13.8% (2006: 11.0%) despite lower
revenue. Revenue was down 10.3% to £228.4m (2006:
£254.7m). At constart exchange rates, operating profit before
intangible amartisation and restructuring costs increased by
18.8%, although ravenue was dowp by 5.6%.

Cigarette Filters
Cigarette Filters delivered a strong performance resulling
! from significant operational improvements at all locations,

I a turnaround in performance in Me'xico the benefits of plant
rationalisation in the US, and selecled price adjustmants.
This performance was particularly encouraglng given the
reduced volumes from the busmess losses announced at
the end of 2006. Total fiter volumes reduced by 9.5% or
6.3 Gillion filters in 2007.

The operational performance |mprovement has been driven
by the focus on six sigma and contmuous improvement
programmes combinad with an mcrease in training at the
newly established Fitters Leamning (,entre which is located at
the Filtrona Technology Centrein Jarrow UK. The benefits of
these activities have manifested themselves in process waste
and cornversion cost improvements.

In Europe, the new lower cost manufacturing facility on the
outskirts of Budapest, Hungary commenced production
on schedule and shipped its first fi Ifers to customers in
Cctober.
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In the Americas, the previously announced restructuring
programme was completed without disruption and 1o budget.
The Menterrey facility continued to improve operationally and
was consistently profitable through the year.

Good growth was achieved at each of the Asian locations
with improvements in both volume and financial performance.
A representative office was established in Beijing, China

and a senior manager has been deployed to improve the
Company's presence in the world’s largest cigarette market.

The Filtrona Technology Centre continued to seek
opportunities to secure enhanced value for research and
development services and a key joint development project
with a major customer was progressed during the year.

Market conditions are expected to remain challenging in 2008
and beyond for the Cigarette Filters division. Cigarette market
volume reductions in the mature markets of Western Europe, |
the US and Japan are generating an increased focus on ¢ost
management by the tobacco industry, This is expected to
increase the risk of further losses of conventional dual fitter
volumes with multi-national customers who may perceive
in-house production as a lower unit cost option for higher
volume specifications. In addition, the industry is moving its
focus away from selective filtration of smoke for potentially
reduced exposure consumer offerings and towards

non-lit products.

Howaever, Filtrona anticipates that the impact of these factors
will be partially mitigated by pursuing opportunities within
market sub-segments as fillers are increasingly seen as key
product differentiators, particularty for Iower tar and premium
products such as slim cigarettes.




Cigarette Filters

Markets and Trends

* Global tobacco industry
mature

s Declining markets in Western
Europe, US and Japan

« Growth in emerging markets
in Asia and Eastern Europe

* Increasing importance of

filters as product differentiator

Looking Forward

s Expanding into new emerging
segments and markets

» Adding value with innovation
and technical leadership

» Optimising global footprint to
deliver cost competitiveness
and supply flexibility

¢ Partnering with customers

in joint development
opportunities
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Fibre Technolagies

Filtrona will continue to focus on ccnversuon cost
improvement and product mnovalton to defend market
position and exploit growth opponunmes The development
of capacity and capabilily in the new lower cost Hungarian
facility and further strengthening ofiFiitrona’s market position
in Asia, particularly with state-owned and independent
cigarette producers, remain key pncnﬂes

Given the prevailing conditions, a reductlon in overall volumg in
2008 is anticipated and there is a nfk of further future volume
declines. The Company will seek to mitigate the impact of any
adverse volume movements throug-l increased cormmercial
activity with state-owned and independent cuslomers,
selective pricing action, commerc;ahsatlon of new products
and planned operational mprovemems including further
restructuring, to drive down unit costs.

Bonded Fibre Components

The Fibaertec Bonded Fibre Compopents division delivered
strong results with all locations performing well, and a number
of important multi-year supply agreéments were concluded
during the year. Strong organic growlh has seen further
market share gains continuing to ba mada in the traditional
areas of the business, particularly i |n writing instrument
reservoirs, with increased marketing activities designed 10
increase the awareness of Fibertec’s market leading
capabilities. With the continued strengtherung of the global
sales presence, Asia and Eastern Europe provide a focus for
the expansion of the businass into emergmg markets.

The continued development of new, products and their
associated intellectual property is dpvnng growth in new
applications and international markets. A total of seven patent
applications were filed dunng the year as continuous
innovation and the expansion of capmary science expertise
remain key 1o the ongoing success 'of the Fibertec business.
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The inkjet printer reservoir business secured with a major new
US entrant into the inkjet printer market has progressed
ahead of expectations and pre-launch volumes tor a further
new project with an existing customer are now in production.
A new wicking material for saliva based medical testing was
launched to the markst and a number of potential customers
have designed drug abuse test protocols for US Food and
Drug Administration approval containing this material, which
is particularly effective in cannabis testing.

The Ningbo, China factory expansion was completed in the
third quarter on schedule and on budget and the facility was
consistenlly profitable during the year. The Ningbo facility
achieved ISO 14001 accreditation and all three Fibertec sites
achieved the OHSAS 18001 occupational health and safety
accreditation in line with the Groupy's objective.

As Fibartec seeks to further enhance the quality and
capability of its global fooiprint, work on the extensive
renovation programme for the Reinbek, Germany facility
commenced and, once completed, will bring operational
benefits to the facility and its health and safety infrastructure.

Looking forward into 2008, it is anticipated that the Eonded
Fibre Components division will bensfit from increasing
revenues in the inkjet printer reservoir market and the
commaercialisation of the new saliva wick technology. A
continuation in the increase of volume through the Ningbo
facility should also serve to drive performance. The
commissioning of new rmachinery within the division should
support the business growth expected from the increased
sales and marketing aclivity.
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Bonded Fibre
Components

r Business Reviow EomoratelGovernance;
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!
: Markets and Trends
* Writing instrument growth in

line with GDP

+ Move to point of care and
home medical diagnostics
¢ Demand for convenience in
cleaning products

¢ Increased demand for
higher quality and more
sophisticated solutions

¢ Strong growth in the

Asian market

Looking Forward

* Innovating in growth markets

» Exploiting opportunities in
‘'emerging markets and
technologies

* Increasing market penetration
with global sales and
marketing presence

* Focusing on quality with

global manufacturing

excellence
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Business Revievlv
Financial Review

Revenue

Revenue decreased by 4.4% to £434.2m, though after
adjusting for adverse exchange rats movements of £22.9m
revenue was flat. After taking accohnt of the previously
announced volume reduction in the Cigarette Filters division,
adjusted underlying revenue grew by 5.1%.

Operating profit
Operating profit before intangible amertisation and
restructuring costs increased by 8, 8% to £64.4m. Adjusting
for adverse exchange rate moveménts of £2.8m, gives
operating profit growth of 14.2%.

Operating margin
The overall operating margin, before intangible amortisation
and restructuring casts incurred in '200? improved to 13.0%
(2006: 11.4%). The cperating rnargm in Plastic Technologies
increased to 15.7% (2006: 14.9%) and Fibre Technologies'
margin increased to 13.8% (2006: 11 0% as a result of the
significant improvements in conversion costs.

Finance expense

The net finance expense increa | by f0.imto£B8.2masa
result of higher average interest ratt,s acquisition spend less
disposal proceeds and the fourth quarter share buy-backs,
largely offset by focused working capital management 1o
reduce net dabt levels, Net finance|expense was covered
10.4 times (20086: 9.7 times) by oparating prefit before
intangible amartisation and restructuring costs.

Tax
The tax charge of £17.6m represents an effeclive tax rate of

34.0% (2006: 33.9%) on the profit from underlying operations.

The effective rate is higher than the' nominal UK rate of 30.0%
because most of the Group’s operatlons ara in countries with
higher lax rates. As Filtrona develops in countries with lower
1ax rates then it is anticipated that lhe offective tax rate will
reduce towards the nominal UK rat2.

Adjusted earnings per share
Basic earnings per share from continuing operalions were
maintained at 15.3p. Adjusting for mtanglble amortisation of
£1.56m (2006:; £0.9m) and restructurlng costs of £5.0m (2006:
£nil) less tax relief thereon of £2.2m (2006: £0.3m) gives an
increase in adjusted eamings per share of 10.3% to 17.2p
(2006: 15.6p).
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Dividends

An interim dividend of 2.52p (2006: 2.30p) per share and a
proposed final dividend of 5.08p {2006: 4.60p) per share
will defiver an increase of 10.1%, at a total cost of £15.8m,
with dividend cover based on adjusted earmings per share
of 2.3 times.

Balance sheet

Total assets less cument liabilities increased by £26.0m to
£337.9m. The principal drivers of this increase were the
acquisition of Duraco and capital expenditure at £24.4m,
which continued to exceed depreciation of £20.4m. Filtrona
continued to invest in projects with attractive returns to
develop the business further.

Return on average operating capital employed before
intangible amortisation increased 2.0% to 26.8%. Retum on
average total invested capital, including intangible assets and
goodwill previously written off to reserves, on a pre-lax basis
and at constant exchange rates improved by 0.8% 10 13.9%.

Net debt increased by £36.4m to £135.2m (2006: £98.8m)
and the ratio of net debt to earnings before interest, tax,
depreciation, amortisation and restructuring increased from
1.22 in 2006 to 1.56 in 2007.

intangible assets

Intangible assets incraasad by £27.7m reflecting customer
lists and goodwill acquired in the year of £26.5m, plus a
foreign exchangse movement of £2.7m less amortisation

of £1.5m.

Cash flow

Cash inflow from operating activities of continuing operations
was £84.9m, a 10.0% increase compared o 2006 as the
Company reduced working capital in excess of what would
be expected on the lower revenus. Principal elerents of

the £24.4m capital expenditure were the new mould store

al Moss in the UK {Protection and Finishing Products),
completion of two new cleanroom facilities (Plastic Profile
and Sheet) and the expansion of the Ningbo facility in China
{Bonded Fibre Components), in addition to other productivity
enhancing investments.

Net cash inflow before financing activities and acquisition/
disposal of businesses was £39.1m (2006: £30.0m). Cash
outflow for 2007 was £38.0m and, after lavourable foreign
exchange movements of £1.6m, net debl increased by
£36.4m to £135.2m.




Business Review

CopponatelGovernince

H ZinancialkSiatenents]

Pensions

At 31 December 2007 the Group's IAS 19 {revised) gross
pension liability was £22.3m (2006: £30.9m) with a net liability
of £16.0m {2006: £21.7m) after accounting for a deferred tax
asset of £6.3m (20086: £8.2m).

Treasury policy and controls

Fitrona has a centralised treasury department to control
external borrowings and manage exchange rate risk.
Treasury policies are approved by the Board and cover the
nature of the exposure 1o be hedged, the types of financial
investments thal may be employed and the criteria for
investing and bomowing cash. The Company uses derivatives
only to manage foreign currency and interest rate risk arising
from underlying business aclivities. No transactions of a
speculative nature are undertaken. The department is subject
to independent reviews by the internal audit department,
Undertying policy assumptions and aclivities are reviewed

by the Executive Diractors.

Controls over exposure changes and transaction authenticity
are in place and dealings are rastricted to those banks

with the relevant combination of geographic presence and
suitable credit rating. Filtrona monitors the credil ratings of its
counterparties and credit exposure to each counterparty.

Liquidity risk

Fitrona's objective is to maintain a balance bstween
continuity of funding and flexibility. The Company is funded
by a multi-currency syndicated facility from its bankers. The
syndicated facility matures in May 2010. At 31 December
2007 the available bank facilities totaled £215.0m of

which £157.8m was drawn down. In addition, uncommitted
and overdraft facilities are maintained to provide

shori-term flexibility.

Forelgn currency risk

The majority of Filtrona's net assets are in currencies other
than sterling. The Comparty’s policy is to imit the transiation
exposure and the resulting impact on shareholders' funds
by borrowing in those currencies in which the Group has
significant net assets and by using forward foreign exchange
contracts. At 31 December 2007 there were no material
currency exposures after accounting for the effect of
hedging transactions.

Throughout the year borrowings were primarity held in US
doltars and stering. The Company does not hedge the
translation effect of exchange rate movements on the
income statement.
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The majority of Filtrona's transactions are carred out in the
functional currencies of its operations and so transaction
exposure is limiled. However, whera they do occur, the
Group's policy is to hedge the exposures as soon as they
are committed using forward foreign exchange contracts.

Principal exchange rates
Principal exchange rates for Filtrona were:

Averags Closng
2007 2008 2007 2006
USst 2.00 1.85 1.99 1.96
€L 1.48 1.47 1.36 1.48

The translation impact in 2007 of the movemeni in exchange
rates was to reduce revenug by £22.9m and operating profit
by £2.8m.

www.filtrana.com
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Analysis of Principal Risks

The performance, both long-term and short-term, of businesses can ba impacted by any number of risks and uncertainties.
Fitrona recognises that the ability 10 monitor, assess and respond to business risks can often provide competitive advantage

and hence resources are carefully

managed in this area. Filtrona has a risk management process in place which is designed to

enable the operational businesses|to identify, manage and mitigate strategic, operational and financial risk. More details of the
Company's internal control processes are set out in the Corporate Governance Report on pages 4G to 56.

The risks and uncertainties facing

Fittrona businesses are constantly changing and the risk assessment, evaluation and

mitigation, are essential parts of the annual planning cycte and important aspects of Filtrona’s internal contro! system and
business processeas.

The fulfiiment of Filtrona’s strategiclobjectives requires the successful management of the key risks facing its businesses.

The challenges presented by those risks and the steps taken to mitigate them present Filtrona with the opportunities to secure
campetitive advantage as it focuses its rasources on its core competencies and its growth plans on markets offering long-term
potentnal for increasing sharaholder value, Filtrona’s key personngl form the basis of the Company's ability to meet the ever
increasing demands of international customers in increasingly competitive markets.

N Mitigation

Competitive pressures

e Market trends : » Loss of market position ¢ Innovation to mee! custormer
o Third party activity ' * Margin erosion demands
o Loss of competitive advantage | s Loss of revenue ¢ Marketing expertise

ik ] Mitigation |

Relationship with tobacco mdustry

Self-manufacture

Reguiatory pressures :
Changing market demands
Litigation '

G TN LT |

Loss of key personnel
¢ Loss of experience
o Loss of skifls

+ Loss of commercial reiahonshnpa

e Reduced revenue
« Restructuring costs
o Loss of profit

Loss of expertise
t.oss of reputation
¢ Loss of business
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e Quality of product and
service offering

¢ Build long-term customer and

supplier relationships

Low cost preduction

Supply chain efficiencies

Identify growth opportunities

Continued invastment

Corporate responsibility

International accreditations

* o & 9 0

+ Innovative vatue added products
and services

¢ Target growth opportunities

s Low cost production

Management development
Succession planning
Incentive programmes
Corporate responsibility
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impact Ml Mitigation |
Customer concentration

o Loss of significant business « Loss of revenue « Develop innovative products

e Exposure to market trends and services

» Quality of products and services
« Build long-term relationships
» Expand customer base

Risk ] (Mitigation |
Acquisitions
« ldentification of new opportunities » Reduce future growth rate « Corporate development resource
» Inability to successfully acquire and « Failure to meet strategic objectives « Duediligence
integrate new businesses « Integration planning and resource
« Adjacent technologies

Risk Mitigation

Challenge of international operations

Impact

e Currency movements e Adverse currency translation » Professional agvice

+ Repatriation of funds o Increased ax rate e Treasury policies

« Taxregimes « Loss of revenue, profit and assets » High quality local management

« Politica! instability e Costs » Risk management

o Economic conditions e Delay o Established business model rol-out
o Start-up operations « Corporate responsibility

Impact
Disruption to operational sites/loss of

critical assets
« Loss of production capability « Business interruption » Flexible global infrastructure
» Loss of supply chain » Loss of revenue, profit and assets « Fire prevention systems
e Loss oftooling ¢ LoOss of reputation + Risk management
o [T systems failure » Disaster recovery
e [nsurance

Rsk ] (Miigation |
Product liability
« Failure to meet specification o Loss of reputation « Quality assurance systems
¢ Product recall ¢ Loss of business « Supply chain management
o Compensation payments « Insurance (n.b. not available for
cigaretie filtars)

The principal risks faced by Filtrona and its management rasponse therelo are summarised in this analysis, Not all these factors
are within the Company's contral. There may be other risks and uncertainties which are unknown to the Company or which
may not be deemed material now but which could turn out to be material in the future.
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Corporate Responsibility

In pursuing its strategic goal to defiver long-term value to
shareholders, Fitrona recognises the significance of
environmental, social and governance malters and is
commilted to being a responsible corporale citizen in the
workplace, markeiplace, enwonment and community. The
Company's risk management processes include the
consideration of the impact of corporale responsibility issues
on Filtrona’s performance. In supporl of its business plans to
drive long-term profitable growth, Filrona’s corporate
responsibility inltiatives seek tg rna,ntam the support of its
employees, customers and supphers and assist in the
sustainability of the environment and communities within
which its international operations are conducted.

The Filtrona Vatues set out on page 7 of this Report form the
core of the Company's adoption of the highesl standards of
business ethics and integrity to underpln its relationships with
both intemat and external stakeholders Filtrona believes that
the responsible winning culture deyefoped with the adopticn
of those values at each of its intemational sites adds ils own
value 1o the Company’s reputationand performance.

Filtrona is a member of the FTSE4Good Index which is
designed 10 measure the performance of companies striving
to meet globally recognised corporate rasponsibility
standards and te faciiitate nnvestment in those companies
where corporate responsibility i ussuas are an influencing factor
in an investor's dems'on-maklng process The FTSE4Good
Committee annually reviews the members for continua
compliance with the criteria as laid'down by the Commiitiee.

The FTSE4Good Index was set up in 1991 and is compiled by
the Ethical Investment Research and Information Service, an
independent research company. This Index was supported
by UNICEF on conception and the [ink continues with all
licensing profits being donated to UNICEF.

Workplace
Health and safety
Filtrona’s overriding commitment infthe workplace is to the
health and safety of its employees and all those who visit the
Company's operations. The Board prov:des health and safety
leadership and the Chief Executive has primary responsibility
for setting the overriding heaith and safety goals within which
the detailed policies operate and for reviewing progress
against those objectives.
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The Company has designed procedures and daveloped a
culture which aims for continuous improvement in all areas of
health and safety, with the sharing of bast praclice in addition
to strict compliance with applicable laws and regulations, The
degree of autonomy afforded to local management allows
them to set the agenda best suited 10 the requirements of
individual businesses, but subject always to the proper
implementation of the core health and safety policies and
principles which Fitrona has adopted.

Local initiatives have been implemented such as ‘Fire in the
Hole' and ‘Race for Safety’ within the Cigarstte Fitters division,
whilst at Filtrona Fibertec a global contest was launched
which saw the adoption of an employee’s safety slogan "Think
Safety Locally, Zero Accidents Globally'. These initialives,
which reflect the input of employees who are encouraged 1o
identify improvernents in the Company's operations, have
proved very successful - both in improving the safety record
and strengthening the engagement of employees.

The Company aims to continuously improve its health and
safety record and ongoing initiatives are designed to monitor,
assess and drive performance. The embedding of the group
management system has enabled the implementation of an
extensive programme of active monitoring that measures in
greater datail than ever before exactly how successful the
Company is in managing the safety of its workplaces. The
Company believes that the additional visibility on retevant
performance statistics has secured the increased focus of
management on all health and safety issues.

The Filtrona Health, Safety & Erwironmental (HS&E) Council is
an intemational body which includes senior operating
management from all divisions. This body is responsible for
reviewing the HS&E performance, developing appropriate
standards and procedures and overseeing the Company's
infernal HS&E auditing process.

The Company manages occupational heatth by identifying
key risk activities, undertaking health assessments and,
where appropriate, implementing health surveillance
programmes. The Comparty is committed to achieving, at all
principal manufacturing sites, accreditation to Qccupational
Healih & Safety Management Systems OHSAS 18001 by the
end of 2008. As at 31 December 2007, 15 of the Company's
sites (2006: 3) have achieved this objective.
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OHSAS 18001 is the intemationally recognised standard for
occupational health and safety management systers. It has
been jointly developed by a number of international third party
certification bodies and national standard bodies in response
to the need for companies to meet the health and safety
obligations effectively and efficiently.

Detaits of the Company's health and safety performance
for 2007 can be viewed at the Company's website
www filtrona.com.

The Cormpany operates Filtrona Group Safety Awards
whereby sites can achieve gold, siver and bronze status on
the basis of annual performance assessed against stringent
criteria set by the Fitrona HS&E Council,

Employees

With Filtrana's focus on operational excellence and the
provision of quality products and service to its customers,
the Company's employees are a vitat resource. The skills
and expertise of Filtrona's employses drive the innovation
which enables the Company to provide added value to its
customers, enhance supply chain logistics with its suppliers
and reduce the environmental impact of its operations.

Filtrona is guided by its aim to deliver a competitive and fair
employment environment and the opportunity to develop and
advance employees subject to personal performance and
business opportunity. Fillrona encourages its employees to
develop and manage their own careers. it facilitates this by
providing relevant job training and, where appropriate, aiming
to fill vacancies with existing staff where employees are
suitably qualified and experienced.

Filttrona's commitment o the growth of its employees as
individuals, challenging them to fulfil their potential through
investment in training and personal development, is
fundamental to the recruitment, motivation and retention
of people with the talent and energy to drive Filtrona’s
growth as a profitable business.

The Graduate Development Programme in Europe and

North America aims to capture tomorrow's managers and the
Management Development Programme aims 1o enhance the
skills of today’s managemenit team and share knowledge and
opporiunities across Filtrona’s global network. Succession
ptanning and intemal recruitment policies look to ensure that
the pool of talent within Filtrona is utilised to best effecl.
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Fillrona's training programmes are designed to secure
continuous improverment, with the Company's businesses
benefiting from the increase in the capabiiitigs of its
employees. At the principal tear tape operation in Nottingham,
UK, 85 employees successfully completed NVQ level 2
training in modem manufacturing techniques. In 2007 the
Company established within the Cigarette Filters division a
lsaming and development centre which offers employees
from around the world technical and professional training for
filters manufacture.

Filtrona seeks to ensurs thal the training oppartunities are
axtended beyond tha simple development of skills focused on
fulfiling a particular rale within the current operations. The
Learning Centre at the Cigarette Filters facility in Jarrow, UK,
continues to be successful in enabling a number of
smployees, and their families, to complete a variety of
courses. The Leaming Centre was the first in the region,

and one of the first in the UK, to achieve the Matrix Standard,
a national standard of exceltence in delivering high quality
informaticn, advice and guidance.

In addition to the impact of the training and development
programmes, employee engagement is enhanced by the
communication practices which have been adopied across
the businesses. Filtrona values highly the commitment of iis
employees and recognises the importance of communication
10 good working relationships and practices. The Company
seeks to ensure thal employees are informed on matters
relating 1o their employment and on financial and economic
factors affecting the businesses. This is achieved through
management briefings, internal announcements, the Fitrona
website and by the distribution of public announcements.
Filtrona Focus, a bi-annual newsletter, seeks 1o updale all
employees on the Company's progress and key news across
the various divisions. Within the individual divisions, various
initiatives focus on the dissemination of impartant information
and messages.

www.flltrona.com
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Corporate Responsibility

The Company seeks feedback and ideas from employees to
improve ils operations, and forums appropriate to Filtrona's .
local businesses have been established to allow employees
to voice their views on how the Co[npany should fulfil the
demands of all its local and mternatnonal stakeholders. The
Company’s European Information and Consuttation Forum
tacilitates the discussion of issues across all of its operations
in the European Union.

The Company is committed to offering equal opportunities
1o all people without discrimination|of any form and
remunerates fairly with respect to skills, performance,
compétitors and local market condmons Filtrona conducts
its business in a way that seeks to ensure individuals are
treated equally and fairly and that all employment, training
and career development decisions'are made on job-based
criteria, Recruitment procedures avoid the employment of
under-age staff. Harassment in any form is not tolerated
in the workplace.

The Company gives fult and fair consideration to employment
applications by disabled persons. lp the event of members of
stalf becoming disabled, every effcrt is made to ensure that
their employment continues, The Company strives to ensure
that the training, career developrnept and promgotion
opportunities enjoyed by disabled persons are as faras
possible identical to that of other employees

Throughout its global activities Filtrona supports human rights
as set down by the UN Declaration|and its applicable
Intemational Labour Organisation conventions, Operations
based in India, Indonesia, Jordan, Thalland and Venezuela
are also accredited to SAS000. ra

SAZ000 is based on the principles of international human
rights norms. It measures the performance of companies in
eight key areas: child labour, forced labour, health and safety,
frea association and collective bargammg discrimination,
discipfinary practices, working hour's and compensation.

Marketplace
Filtrona's reputation with its customers and suppliers is based
not only on its quality but also its miegnty in the management
of the workplace and the emnronmeni and its ethical conduct
in the marketplace. The development of long-term business
relationships reflects the trust p1aced in the Company and
such commitmsnis are an lmportant component in the
ongoing success of the Company.
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Filtrona's Standards of Business Condugct Policy is applicable
to all its businesses around the world. The policy details the
standards expected by Filtrona in the conduct of ils business
and its relationships with third parties, including free and fair
competition, the prohibition of bribery and political donations
and provides general guidance on honestly and faiy dealing
with suppliers, customers and local and nationa! authorities.

Fittrona is committed to working with its suppliers to
ensure the welfarg of workers, and employment conditions
within its supply chain, meet or exceed internationally
recognised standards.

Environment

As part of its risk management process, Filtrona recognises
that climate change may be the single most important
environmental constraint impacting on the future of its
businesses. Filtrona considers that it is an important
requirernent in managing its global activities properly and
efficiently as a responsible corperate citizen to measure,
monitor and reduce the impact its businesses may have

on the environment and to develop initiatives to secure

its sustainability.

Filtrona is a member of the Carbon Trust and during 2007
participated in the annual Carbon Disclosure Project 5
environmeantal impact survey.

The Carbon Trust is an independent not-for-profit organisation
aiming to create a lasting relationship between sharehoiders
and corperations regarding the implications for shareholder
value and commercial operations presented by climate
change. its goal is to facilitate a didlogus, supported by
quality information, from which a rational response to climate
change will emerge.

The Company is committed to continuous improvement in its
environmental perforrnance, reducing emissions, preventing
poliution and improving efficiency in the use of resources
including energy, water, packaging and other raw materials.
Filtrona's challenge is to determine how, through cunent
initiatives and current technology and with further projects
and future innovation, it can reduce the impact of its
anvironmental footprint, within a realistic financial framework
and appropriate time frame, and in a manner relevant to, and
meaningfulin, the context of the Company's overall strategic
objectives and financial performance.
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Filtrona seeks to ensure good environmental practice at all
its locations and in its operational processes and investment
decisions. Filtrona's principat manufacturing sites are ISO
14001 accredited and ali of the Company's European
businesses comply with EU and domestic waste
managementi regulations.

ISC 14001 is an intermationally recognised standard for
environmentat management systems. it applies to those
environmental aspects over which an organisation has control
and where it can be expected to have an influence.

A range of initiatives are being undertakan to drive the
efficiancy of Filtrona’s energy consumption and the Company
has developed bespoke software to monitor the effect of
such projects, as well as identifying potential future
opportunities for further improvements. Landfill is being
reduced as local initiatives seek to recycle waste materials or
explore atternativa uses with third parties.

As Filtrona looks to target achievable goals within its
businesses for the improvernent of its environmental
performance, the successiulimplementation of the group
management system has enabled the collection and analysis
of data. This system is being used to record raw material
and energy usage and waste levels across the Company’s
giobal operations.

Given the diversity of Filtrona’s global operations within its
businesses, local management drive environmental
performance based on divisional cbjectives set in accordance
with Filtrona’s environmental policy. Copies of the policy can
be found on the Company's website wwwi.filtrona.com. The
Filtrona HS&E Council provides an opportunity to share best
environmental practices and waste minimisation initiatives
across all sites and has established a group award to
recognise the best divisional project initiated in each calendar
year which in its opinion delivered the best environmental
sustainability in the course of the year.
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Community

Filtrona’s commitment to being a responsible comporate citizen
extends through to the support for appropriate non-political
and non-sectarian projects across a range of organisations
and charities. Regardless of regional or national boundaries
the Company aims to support the creation of prosperous,
educated, sustainable and healthy communities in the
countries and cultures within which it operates. In its attempts
to bring benefils back to those communities whoss support
provides a basis for Fittrona's success, the Company has
focused on education and enterprise, health and weffare and
the environment, In pursuit of its aims within the community,
the Company has developed targeted programmes for local
communities often involving commercial sponsorship and
significant employee engagement through direct involvernent
or sacongdment,

Applying Filtrona's principles

The Chief Executive is the Director with primary responsibility
for the imptementation and integration of Filtrona’s Corporate
Responsibility across the Company. The Director of Group
Human Resources, supported by the Company Secretary
and Gensral Counsel is responsible for co-ordinating the
aperation of the detailed policies on human resources, health
and salety, ethics and the environment which support
Fitrona's commitment to its Corporate Responsibility
principles. Further detaits of those policies can be viewed via
the Corporale Respansibility page on the Comparny's websile
at www.filtrona.com.

www.(iltrona.com
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Global Executive

Lefl to right: Alan Tidy, Rob Purcell, Jon Gree'n. Mark Harper®, PT Sreekumar, Steve Crumrmetl, Russ Rogers, Nei Shilingtord, Stave Dryden® and Tony Edwards

Alan Tidy
Director of Group Human Resoun,es
Alan Tidy joined Filtrona as Dlrect0| of Group Human
Resources upon the demerger frorp Bunzl in 2005. He was
previously Group HR Director at Wagon plc and prior o that
held divisional HR roles within Caradon plc and Rig Tinto pic.
Alan is the Chairman of Filtrona's UK Pensicn Trustee Boards
and of the Group Health, Salety and Environment Council.
He is a Chartered Member of the Institute of Personnel

and Development.

Rob Purcell
Managing Director Protection ang Finishing Products
Rob Purcell joined the Moss busuness in 1996 from Low
and Bonar where he had been Marpagmg Director of their
technical textiles business. Rob became responsible for

the entire Protection and Finishing Products division in 2003.
Rob has been a Trustee of the Fiirona Senior Pension
Scheme for a number of years.

"The bicgraphical details of Mark Harper and Steve Dryden are shown on page 33.
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Jon Green

Company Secretary and General Counsel

Jon Green, a solicitor, joined Filtrona in March 2005 to assist
in the demerger process. He was appointed Company
Secretary in July 2005. Prior to Fittrona he worked as an in-
house lawyer for several large international businessas,
including Unilever and, most recently, Hays plc. Jonis a
member of Filtrona's UK Pension Trustee Boards.

P T Sreekumar

Managing Director Cigarette Filters

P T Sreskumar joined Filtrona from Godfrey Philips, an

Indian tobacco company, in 1995, Sreekumar was initially
responsible for the Indian joint venture within Filtrona. In 2002
he was appointed as Regicnal Director for Asia Pacific
responsible for the business in Asia and the Middle East
before moving into his current rofe early in 2005.




Steve Crummaett
Director of Corporate Development

Steve Crummett joined Filtrona In May 2007 as Director

of Corporate Development. Prior o that, he was Group
Director of Mergers and Acquisitions at Exel plc. Sleve

is a Chartered Accountant having started his career with
Arthur Andersen. He has held various senior finance roles,
including at McKechnie, and has worked in the private
equity industry.

Corporate Governance

Steve will join the Board of Directors as Finance Director
with effect from 19 March 2008

Russ Rogers

President Bonded Fibre Components

Russ Rogers, President of Filtrona Fibertec, joined the
Company with the acquisition of the American Filtrona
Corporation in September 1997 and performed increasingly
important roles in engineering, logistics, purchasing

and manufacturing before being appointed President in
June 2003

Y Praasa refer (o the nota on the Contents page.
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Neil Shitlingford

President Plastic Profile and Sheet

Neil Shifingford, President of Fitrona Extrusion, joined the
Company in operations from Gillette and now has 20 years
of service within Fittrona. Neil has performed a number of
general management roles over those 20 years and was
appointed to his current posilion in 2005.

Tony Edwards

Managing Director Coated and Security Products

Tony Edwards was previously Finance Director of tha Payne
husiness when it was bought from Norcros plc in 1996. Tony
is a Charlered Accountant having qualified with Price
Waterhouse in 1988. Pricr to joining Payne in 1993 he worked
for Rio Tinto Zinc plc. Tony then became Finance Director of
the Filtrona business area within Bunzl and was appointed to
his current role in 2002

www.filtrona.com




. Corporate Govemance
Board of Directors

it
Back row, faft ta right; Steve Oryden, Lars lilsa::nandto.ﬁlarkHarpev
Front row, laft to right; Paul Drechsler, Jeff Harris and Adrian Auer
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Jeff Harris

Non-executive Chairman

Jetf Harris was appointed Chairmanin May 2005. Ha was
chairman of Aliance UniChem Plc from 2001 until 2005. Jeff
was the finance director of UniChem Pic from 1886 to 1992,
chief executive from 1992 and chief executive of the enlarged
Alliance UniChem Plc from 1897 to 2001. Jeff is also a non-
executive director of Bunz! plc and Anzag AG. Jeff is the
Chairman of the Company's Nomination Committee.

Mark Harper

Chief Executive

Mark Harper joined Filtrona in 1986 and held a number of
general management positions, including managing director
of Moss Plastic Parts in Europe and president of Alliance
Plastics in the LS, before becoming Managing Director of
Filtrona in 1996. Mark was an executive director of Bunzl pic
from 2004 untit he was appointed Chief Executive of Fitrona
in May 2005. With effect from 1 December 2006, Mark was
appointed as a non-executive director of BBA Aviation plc.

Steve Dryden

Finance Director

Steve Dryden was appointed Finance Director of Filtrona in
May 2005. Prior to thal he was divisiona! finance director of
the Filtrona businesses between 2002 and 2005, and was
finance director of a group of the Plastic Technologies
businesses between 1939 and 2002 and Moss Plastic Parts
between 1996 and 1998. Steve's career began at Price
Waterhouse and, before joining Filtrona, he held various
finance roles within Rolls-Royce pi¢.”

Following the announcement on 4 December 2007
regarding his departure, Steve will resign from the Board of
Directors on 19 March 2008 and his employment with the
Company will cease on 31 March 2008

Corporate Governance l BinancialfSiatements) 1 ’

Paul Drechsler

Senior Independent Non-executive Director

Paul Drechsler was appointed as a Non-executive Director of
Filtrona in May 2005. He is chairman and chief executive of
Wates Group, having besn appointed to the position of chisf
exacutive in 2004, Prior to this, Paul spent 25 years at Imperial
Chemical Industries PLC where his experience included
chairmanship of the ICI pension fund and appoiniment to the
IC1 board as an executive director in 1999. Paul is Chairman
of the Company's Remuneration Committee.

Adrian Auer

Non-executive Director

Adrian Ausr was appointed a Non-executive Director of
Filtrona in May 2005. He was formerty group finance director
of RMC Group ple from 2002 to 2005, finance director of
Taylor Woodrow pic from 2000 to 2002, and has also held
senior finance positions with BP and IC1, Adrian is currently
non-executive Chalrman of Shanks plc and Readymix pic,
and is a non-execttive director of Foseco plc. Adrian is
Chairman of the Company's Audit Committes.

Lars Emilson

Non-executive Director

Lars Emilson was appointed a Non-executive Director of
Filtrona in May 2007. He was formerly chief executive

of Rexam PLC from 2004 1o February 2007, Lars has spent the
majority of his working life in the packaging industry. In 1970 he
joined PLM, a leading Swedish packaging comparny where he
held various senior positions including managing director of the
beverage can division, the main PLM business. In 1899 when
Rexam acquired PLM he was appointed managing director of
PLM arx] joined the Rexam board, becoming group director of
the worldwide beverage can business.

On 10 March 2008 the Company announced that Steve Crummett will be appointed Finance Director with effect from
19 March 2008. Biographical detalls for Steve are shown on page 31.Y

¥ Pleasa relor to the note on the Contents page.
33 Filtrona ptc Annual Report and Accounts 2007

-

www.fittrona.com




Corporate Govemance
Directors’ Report

for the year ended

The Directors present their Report ar
ended 31 December 2007.

Principal activities and business
The principal activities of Filtrona are

31 December 2007

wd audited financial statements of the Company and its subsidiary undertakings for the year

review
the light manufacture and supply of speciality plastic and fibre products.

The principal activity of the Company is a helding comparny.

The inforrnation which futfils the requ
included on pages 4 to 29.

rements of the Business Review and which should be treated as forming part of this Report is

Cautionary forward-looking statement

This Report may contain forward- Iookmg statements based on current expactations of, and assumptions and forecasts mads by,
Company management. Various known and unknown risks, uncertainties and other factors could lead to substantial differences
between the actual fulure results, fnanCIaJ situation, development or performance of the Company and the sstimates and historical
results given herein. Undue reliance .,hould not be placed on forward-looking statements which speak only as of the date of this
Report. The Company accepls no obhgatlon 1o publicly revise or update these torward-looking statements or adjust them to future

events or developments, whether as

Results and dividends

'a resutt of new information, future events or otherwise, except to the extent legally required.

The accompanying financial statarnepls for the year ended 31 December 2007 which were approved by the Board of Directors on
28 February 2008 are set out on pages 56 to 101.

Tha Company has pald the following

dividends in respaect of the year ended 31 December 2007:

Pear shuary

Interim paid 26 October 2007

252 5.40

The Directors recommenct that a fina
year of 7.60p {2006: 6.80p).

dividend of 5.08p (2006: 4.60p) per share be paid, making a total dividend distribution for the

The final dividend of 5.08p will, subjedt to shareholder approval, be paid on 2 May 2008 to shareholders on the register at 11 April 2008.

Directors and their interests
During the year ended 31 December,

2007 tha Board of Directors comprised:

Jeff Harris Non-executive Chairman

Mark Harper Chief Executive

Steve Dryden Finance Director

Paul Drechsler Senior Independent Non-executive Director

Adirian Auer Naon-executive Djractor

L.ars Emilson Non-executive Director {(appointed 1 May 2007)

Warren Knowtton  Non-executive D

rector (resigned 30 April 2007)

In accordance with the Company's Arlicles of Assodiation, Mark Harper and Paul Drechsler ars retiring by rotation at the forthcorming
Annual General Meeting (AGM') and, being eligible, offer themsetves for re-slection.

Lars Emilson was appointed as a Director subsequent to the Company’s AGM held in 2007 and, in accordance with the Comparty's
Articles of Association, wil stand for el?cwn at the AGM.

Steve Crummett is to be appointad Io the Board of Directors with effect from 19 March 2008 and, in accordance with the
Company’s Articles of Association, will stand for electlon at the AGM.

Steve Dryden will resign from the Bcard of Directors on 19 March 2008."

¥ Please refer to tha note on the Contents pe]ge
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Diractors’ interests in the issued ordinary shars capilal of the Company are detalled in the Report of the Remuneration Committes on
pages 38 to 48.

Share capital
The authorised and issued share capital of the Company is shown in note 19 to the financial statements.

Substantial shareholders
At the close of business on 27 February 2008, the Company was advised of the following voting rights attaching to Fitrona shares in
accordance with the Disclosure and Transparency Rules.

“a 0t

Icial vilrng

1ghis

frvesco Limited 16.95
Pennant Capital Management LLC 5.29
Prudential plc 5.27
Allianz SE 513
Resolution Investment Services 5.00
Ameriprise Financial In¢ 494
BAE Systems 312

Property values
In the opinion of the Oirectors there was no significant differance betwean tha market and book vatues of the property held by the
Group, as shown in the consclidated balance sheet at 31 Dacember 2007.

Charitable and political contributions .
The Comparty made no political contributions during the year (2006: £nil). Donations to UK charities amounted to £0.1m (2006: £0.9m),
of which £nil wara made by the Company (2006: £nil), with ali contributions being made by Its subsidiary companies.

Directors’ indemnitles

As at the date of this Report, indemnities are in force under which the Company has agreed to indemnify the Directors and the
Comparny Secretary, in addition to other senior executives who are directors of subsidiaries of the Company, 1o the extent permitted
by law and the Company's Articles of Association, in respect of all losses arising out of or in connection with the axecution of their
powaers, duties and responsibifities as a Director or officer of the Company or any of its subsidiaries.

Creditor payment policy
The Company policy for payment 1o suppliers is to pay to terms agreed with suppliers from time to time, subject to the supplier's
performance being in accordance with agreed terms and conditions.

Since the Company has no trade creditors, the disclosure of craditor days does not apply.

Annual General Meeting
The AGM of the Company will be held at the Holiday Inn Hote!, 500 Saxon Gate West, Mifton Keynes, Buckinghamshire MK9 2HQ on
Thursday 24 April 2008 at 12 noon.

In addition to the ordinary business of the AGM, resolutions in respect of the ollowing matters of special business are included in the
Notice of Annuai General Mesting:

Authority to alfot unissued shares

The Directors will, under Resolution 9 in the Notice of Annual General Meeting, seek power until the next AGM to allot shares up 1o
an aggregate nominal amount of one third of the issued share capilal exchuding treasury shares at 31 December 2007, equivalent to
68,554,064 shares. The proposal conforms with the guidelines issued by the institutional investment protection bodies to ensurs that
existing shareholders’ interests are safeguarded. The Directors have no present intention of exerclsing their authority 1o allot unissued
sharas, except those relating to share options.
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Allotment of shares for cash
The Directors will, under Resolution 10 in the Notice of Annual General Meeting, seek power unitit the next AGM to allot shares for cash,
otherwise than in accordance with lhe statutory pre-emption rights, either in connection with a pre-emptive offering, or otherwise, up 10
anaggregatenormala:mxﬂow%ormeussuedsharecapnalal31 December 2007, equivalert to 10,966,340 shares. The proposal
conforms with the guidetines issued by the institutional investment protection bodies to ensure that existing sharsholders’ interosts

are safeguarded.

Purchase of own shares

The Directors consider it expedient to seek sharshoiders’ approval to enable the Company o purchase its own shares. Accordingly,
under Resolution 11 in the Notice of Annual General Meeting, authority will be sought to enable the Company to make market
purchases of up to 10% of the Issued share capital at 27 February 2008 for the period of one year following the date of passing the
resolution. In accordance with the requlraments of The Listing Rules of the Financial Services Authority, the maximum price for shares
purchasex in the market shall not axceed an amount equal to 105% of the average middle market quotation taken from the London
Stock Exchange Daily Official List forjthe five business days before the purchase is made. The minimum price per share shall be not
less than 25p, being the nominal valJe of the shares. The Direclors will only utllise this authority if satisfied that to do so will resutt in an
increase in eamings per share and that it is in the best long-term interests of the sharehoiders.

During the financial year ending 31 Dacembar 2007, and pursuant to the authority granted at the AGM held on 30 April 2007, the
Company purchased 13,664,604 ordinary shares of 25p, equating to 6.23% of the Compary's issued share capital. The shares were
purchased for a total consideration of £30.6m at an average price of 222.38 pence per share.

The Companies (Acquisition of Own Shares) (Treasury Shares) Regulations 2003 ('the Regulations’) allow companies to hold shares
acquired by way of market purchase in treasury, rather than having to cancel them. The Directors may usa the authority to purchase
shares and hold them in ireasury (and subsequently sell or transfer them out of treasury as permitted in accordance with the
Regutations) rather than cancel them! subject to institutional guidelines applicable at the ime. The shares purchased by the Compary
during the year were held in treasury.|No shares held in treasury were cancelled or transferred out of treasury during the year,

No dividends have been paid on shares whilst held in treasury and no voting rights attach to the treasury shares.

Adoption of new articles of assoc lahon
The Directors are seekfng approval from the shareholders to epprove a number of amendments to the articles of association primarily
to reflect the provisions of the Companies Act 2006.

Revised performance conditions for future incentive awards

The Directors are seeking approval from the sharehelders to enable the Company 10 revise the performance conditions for the vesting
of future performance awards. In the case of the initial performance awards made under the revised policy it is proposed that two
distinct performance conditions are applied.

The vesting of ona ha!f of each such performanoe award (‘the TSR Award’) will be dependent on the Company's total shareholder
retun ('TSR') performance over a fixed three year period relative to that of a comparator group.

Under the revised policy no part of the TSR Award would vest unless the Company's TSR performancs at least ranked at the median
within the comparator group; thereafter a sliding vesting schedule would appty.

The vesting of the other halt of each such performance award (‘the EPS Award’) will be dapendent on the Company’s earnings per share
performance over three consecutive fi Larna! years of the Company (starting with the financial year in which the grant of the award falls),

Under the revised policy no part of the EPS Award would vest unless the Company's earnings per share performance over the
performance period exceeds inflation' by an average of at least 3% per annum; thereafter a sliding vesting schedule would appty.

Auditor

KPMG Audit Plc have indicated that thay are wiling to continug in office. A resclution 1o re-appeint them, and to authorise the Board
to set their remuneration, will be proposed at the AGM (Resolution 8 in the Notice of the Annual General Meeting).
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Recommendation
The Directors befieve thal the resolutions in the Notice of Annual General Meeting are in the best interests of the Company and its
shareholders as a whole, and unanimously recommend that shareholders vote in favour of each resolution,

Derivatives
(nformation related to derivatives Is included in the Accounting Policies on page 61 and In note 15.

Statement of Directors’ responsibilities In respect of the Annual Report and the financial statements
The Directors are responsible for preparing the Annual Report and the Group and parent company financial stataments in accordance
with applicable law and reguiations.

Company law requires the Directors to prepare Group and parent company financial statements for each financial year. Under that law
the Directors are required to prepare the Group financial statements in accordance with International Financial Reporting Standards
{IFRS") as adopted by the Europsan Union (EU’) and have elected lo prepare its individual company financial statemants in
accordance with United Kingdom Generally Accepted Accounting Principles and applicable law.

The Group financial statements are required by law and iFRSs as adopted by the EU to present fairly the financlal position and
performance of the Group. The Companies Act 1985 provides in relation to such financial statements that references in the relevant
part of that Act to financial statements giving a true and fair view are references 1o their achigving a fair presentation.

The parent company financial statements are required by law to give a true and fair view of the state of affairs of the parent company.
In preparing each of the Group and parent company financial statements, the Directors are required to:

selact suitable accounting policies and then apply them consistently;

maka judgements and estimates that are reasonable and prudent;

for the Group financial statements, state whether they have been prepared in accordance with IFRS as adopted by the EU;

for the parent company financlal statements, stete whether appticable UK Accounting Standards have been followed, subject to
any material departures disclosed and explained in the parent company financial statements; and

» prepare the financlal stateents on the going concem basls unless it is inappropriate to presume that the Group and the parent
company will continue in business.

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial
position of the parent company and enable them to ensure that its financial staternents comply with the Companies Act 1885. They
have general responsiblity for taking such steps as are reascnably open to them to safeguard the assets of the Group and to prevent
and detect fraud and other imegularities.

The Directors are also responsible for preparing a Directors’ Report, a Report of the Remuneration Committes and a Corporate
Governance Report in compliance with applicable law and regulations.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the Company’s
wabsite. Legislation in the UK governing the preparation and dissemination of financial statements may ditfer from legistation in
other jurisdictions.

Directors’ statement as to disclosure of information to the auditor
The Directors who were members of the Board at the time of approving this Directors’ Report, having made enquiries of fellow
Directors and of the auditor, confirm that:

« 10 the best of each Director's knowledge and befief, there is no information retevant to the preparation of their report of which the

auditor is unaware; and
« ocach Director has taken all steps a director might reasonably be expected to have taken to be aware of relevant audit information

and to establish that the Company’s auditor is aware of (hat information.
By order of the Board

Jon Green
Company Secretary and General Counsel
28 February 2008
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Report of the Remuneration Committee

This Report to shareholders for the year ended 31 December 2007 sels out the policies under which the Executive and Non-executive
Direclors are remunerated and tables of information showing details of the remuneration and share interests of the Directors.

As required by The Directors' Remuneration Repart Regulations 2002 {the 'Regutations’), this Repart will be subject to an advisory
| shareholder vole at the AGM. The Ftepo-'t is intended to be in full compliance with the requirements of the Regulations. KPMG Audit
| Pic have audited the contents of the Report to the extent required by the Regulations {pages 38 to 48).
The Remuneration Committee
The Remuneration Committee is responsibre for making recommendations to the Board on remuneration policy as applied to
Fiftrona's senior executives, including Executive Directors.
Membership of the Remuneration Committes during the year consisted wholly of independent Non-executive Directors:

Paul Drechsler Chairman

| Agrian Auer
. Lars Emilson (appeinted 1 May 2007)
I Warren Knowtion {resigned 30 April 2007)

The Company Secretary and General Counsel acts as Secretary to the Remuneration Committae.

The Company's Chairman, Chief Exacutive and Director of Group Human Resources may, by invitation, attend the Remuneration
Commiitee meetings, except when their own remuneration Is discussed.

The Remuneration Committee met four times during the year.

Advice

During the year, Filtrona's Director of Group Human Resources was invited by the Remuneration Committee to provide views
and advice. In addition, with the approval of the Remuneration Committee, the Company received services and advice from the
following independent and expert corsuitants

o New Bridge Street Consultants LLP (‘NBSC'") who provided advice on the Company's long-term share incentive plans and
on the remuneration of the Execufive Directors and other senicr executives within the Companry
e Mercers Human Resource Consuiting (‘Mercers’) who provided advice and information on pension matters

Nefther NBSC nor Mercers provides any ofher services 10 the Cornpany except thed Mercers provide actuanal services with respect
to the UK pension schemes.
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Remuneration policy

The Board as a whole establishes the remuneration policy. The Remuneration Committee determines and recommands to the Board
the framework for the remuneration of the Executive Directors. The Chief Executive’s remuneration proposals for the members of the
Executive Committee and for other senior execulives repcrting directly to him are reviewed by the Remuneration Commitlee and
recommendations are made to the Board. The Rermumeration Committee also takes note of the remuneration poficy as detailed by the
Chief Executive in respect of other levels of management in the Company and makes such recommendations to the Chief Executive
ag the Remuneration Committee deems appropriate.

The remuneration of the Executive Directors and Chairman is the responsibility of the Remuneration Committee and the remuneration
of the Non-executive Dirsctors Is the responsibiiity of the Board as a whole. No Director is involvad in determining or voting on thelr
own remuneration.

In determining the policy for the Executive Directors, the Remuneration Commiltee's objective is 1o ensure that those individuals are
provided with appropriate Incantives to encourage enhanced performance and are, in a fair and responsible manner having regard
1o the performance of the Comparny, rewarded for their individual contributions to the success of the Company.

The objective of the remuneration policy is to provide remuneration in a competitive form and amount fo attract, retain and motivate
high quality management. The importance of aligning the interests of Executive Directors and senior executives with shareholders is
carefully considered, particularty in the design of the performance-related elements of their remuneration packages.

Key developments

The Remuneration Committee reviewed the remuneration policy in 2007 and has recommended amendments to the Long-Term
Incentive Pian ('LTIP") which, it approved at the forthcoming Annual General Mesting {AGM'), are to be effective from 1 January 2008.
In conducting this review the Committee considered current market and competilive practice, UK Institutional Shareholders' guidance
and best practice.

Shareholder approval will be sought at the forthcoming AGM far the introduction of an eamings per share performance targe! 1o
determmine the level of vesting of half of the performance shares granted in the future under the LTIP Part B, with the other half
continuing to be subject to a total shareholder retumn {TSR') performance condition.

Assuming shareholder approval is obtained to the proposed amendment to the LTIP performance condition policy, It is intended
that future LTIP Part A share option grants for Exacutive Directors and nominated senior executives, will be reptaced with substitute
grants of performance shares, under the LTIP Part B, worth up to 50% of salary for Executive Directors and up to 37.5% of salary for
nominatad senior executives.

In addition, as part of the review of the LTIP and having regard to comments received from shareholders, the Company is to amend
the rules to bring the treatment of awards in the event of a change in control In line with best practice. For future performance share
awards the extent to which awardg may vest In the event of a takeover or winging-up of the Company will be subject to: {)) the extent
to which the performance conditions have been satlsfied at that time; and @ pro-rating to reflect the reduced time period between
grant and vesting, afthough the Remuneration Committee retains the flexibility not to pro-rate an award If it regards it as inappropriate
{0 do so in the particutar circumstances. The rules of the LTIP in their current form provide that in the event of a takeover or winding up
of the Company a participant's pertormance share award may vest in full if the Remuneration Commitiee is satisfied that the
performance of the Company has been satisfactory over the curtailed parformance peniod. As the proposed changes are not to the
acdvantage of future panlicipants, the Remunaration Committoe will rely on its authority under the rutes of the LTIP to make such
changes without shareholder consent.

During 2008, the Remuneration Committee intends to raview the remuneration policy with particular regard to the impact of
environmental, social and governance Issues on executive remuneration within Filtrona,
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As announced on 10 March 2008, Steve Crummett is lo be appointed an Executive Director of the Company with effect from

19 March 2008. Steve's annual salary, effective from that dats, will be £220,000 and his remuneration package will be in accordance
with the policy set out on page 40 ql this Report, Steve is a member of the Fittrona Pension Plan — Defined Contribution section

{'the DC plan’) and he contributes 5% of his salary, He also receives a supplementary payment of 20% of his salary to permit him

to secure additional pension benefits and from this the Comparny deducts 5%, employer's matching contribution, payable to the

DC plan, His a'ppoinlmem to the Board of Directors will not entitle him to any changes to his current pension arrangements with

the Company.

Summary of proposed cm‘nponeI nts of Executive Directors’ remuneration for 2008

Fpriommance

Qlrectve Feria

Baslc salary To reflect the particular skifls and Annual Individual pay is deteymined by
experience of an individual and (reviewed  reference to current market data
to provide a competitive base on1 on comparator salaries in simiar
salary compared with similar January) husinesses provided by external
roles in similar companies. advisors.

Annual cash bonus” To incentivise the dalivery of Annual Bonuses are calculated by
Group performance-related reference to growth In adjusted
objectives. eamings per share ('EPS') over the

prior year. They are capped at
50% of salary In cash.

Defarred Annual Share Bonus* (DASE') To aid retention and to align 3years The aggregate value of shares made
directors’ interests with those subject to any award granted in any
of the Company's shareholders. one financial year will not nommally

excoed 50% of basic salary and is
To incentivise the delivery of calculated by reference to growth in
Group performance-related adjusted EPS,
objectives.

Long-Term Incentive Plan™ ('LTIPY) To drive the long-term delivery 3 years Performance share awards worth
of the Group's objectives, aid up to 150% of basic salary subject
retention and to align directors' to the Company's relative TSR
interests with those of the performancs (50% of awards)
Company's shareholders, and the Company's EPS

perforrnance (50% of awards),
both measured over a fixed three
year panod.

Penslon*** To provide benefits comparable na Pension bensfits based, fully or
with similar roles in similar partfy, on final salary.
companies.

Other benefits To provids benefits comparable n/a Other benefits comprise madical
with similar roles in similar expensas insurance, and a car
companies, and fue! allowance.

*  The maximum annual bonus in any one year is capped ai 100% of salary comprising of 50% annual cash bonus and 50% DASB

. Unclartrmam\solthecunentpranExewthoeDlrectorsmaymceivaashamombngmmolmmlmnmessalaryorEzsoomwhhrwaisgmutmand
apedormarcashareawardolmtolwoﬂmaasaiaryhanyﬂnandalyaarmmacapoftmlmessa!aryfor"vaggragalaolsh&‘aopﬂongmsor
periormance share awards in ary financial year

*** Cumently based on full or part final salad Any future appointees woulkd be eligibie 10r membership of tha Group's UK dafined contribution pension plan and
receive a supplementary payment !

¥ Please refer 10 the nota on the Contents
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The Remuneration Committee structures senior executive remuneration in two distinct parts: fixed remuneration of basic salary,
pension and benefits and variable performance-refated remuneration in the torm of cash and deferred share bonuses and long-term
incentive arrangements.

Remuneration for Executive Directors is structured so that the variable (performance-ralated) pay element forms a significant portion
of each Director’s package. The majority of Executive Directors' total remuneration at the maximum performance tevel will derive from
the Company's fong-term incentive arrangements, which are strongly aligned to the Company's strategic objective to secure long-
term shareholder value creation.

Following the announcement on 4 December 2007 regarding his departure, Steve Dryden will resign from the Board of Directors on
19 March 2008 and his employment with the Company will ceasa on 31 March 2008. Steve will continue to receive his salary and
benelits in the usual course up to 31 March 2008 and will receive the bonus due to him for the year ended 31 December 2007.

No ex-gratia termination payments will be made to him and, in accordance with the applicabls scheme nules and the remuneration
policy, all LTIP and DASB awards which have not vested as at the date of his departure wilt lapse.’

Components of Directors' remuneration for 2007
The emoluments of the Directors for the year ended 31 December 2007 were as lollows:

Year ended Yedr eneed
31 Dee 3i Dec
2007 2006

Bonus Benetts Total Tola!
000 £ee0 £000 £Co0

Executive Directors

Mark Harper - 455 217 22 694 - 420 147 21 588
Steve Dryden - 302 129 4 435 - 278 88 13 379
Non-executive

Directors

Jeff Harris 156 - - - 156 150 - - - 150
Paul Drechsler 42 - - - 42 40 - - - 40
Adrian Auer 42 - - - 42 40 - - - 40
Lars Emilson®™* 23 - - - 23 - - - - -
Warren Knowiton™™** 11 - - - 1n 19 - - - 19

lmkﬂmawpmnmmwwmdmz.owmmspmolpensionpmﬂstonabmltn%meapedﬂc earnings cap
*  Inchdas & Supplementary payment of £28,430 in respect of pension provision above the notiona! HM Revenua & Cusloms eamings cap
*** Appointed 1 May 2007
**** Rasigned 30 Aprdl 2007

Salary

Basic salary for each Executive Director is determined by the Remuneration Committee taking into account the roles, responsibilities,
performance and experience of the individual and pay conditions elsewhere in the Company. Salaries ara reviewed annually with any
increase belng effective from 1 January {unless responsibilities change). Salary levels are determined taking into account market data
on salary levels for simitar positions at comparable companies. A review of salary levels was undertaken in December 2007,

ik Sine
manur Cryden
Annual salary effective from 1 January 2008 £490,000 £280,000
Annual salary effective from 1 January 2007 £455000 £270,000
Salary increase 7% 3.7%

* Excluding supplementary pension paymont
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Annual bonuses
Under the terms of the annual bonus amangements for 2007, Mark Harper and Steve Dryden were gach potentially entifled to a
maximum bonus of up to 100% of basic salary {(50% in cash and 50% in shares in the Company the entittement to such shares being
deferred for three years, in aocordar}ce with the rules of the DASB).

For the year endad 31 December 2007, the performance targets were approved by the Remuneration Committee and based upon
Filtrona's adjusted earnings per share Company performance was required to reach a minimum adjusted EPS target of 15.7p fora -
bonus of 30% of basic salary to be payable (15% in cash and 15% in deferred shares under the OASE).

For the yaear ended 31 Dacember 2007, the Company’s perfarmance exceeded the minimum target and the Remuneration
Cormimittee approved a bonus of 95, 5% of basic salary for Mark Harper (47.75% in cash and 47.75% in deferred shares under the
DASB). Steve Dryden was awarded a cash bonus of 47.75% of basic salary but was not entitied to a DASB award. When approving
the bonus awards, the Remuneration Committea carefully considered the impact of certain exceptional itemns upon the Comparny’s
eamings per share performance anc‘ having regard to the interests of shareholders, made certain adjustments and specifically
excluded the impact during the year of the Duraco acquisition and the Globalpack disposal.

Deferred Annual Share Bonus Plan

The DASB providas for Exgcutive D1rectors and nominated senicr executives 10 receive axisting issued ordinary shares in the
Campany for nil payment. The nurnber of shares subject to an award is determined at the time the award [s granted, based upon
the performance in Filtrona’s preceding financial year of the participant and/or the Comparty and/or the division in which the
participant works.

Under the Rules of the DASB the aggregate valua of shares made subject o awards granted to a participant in any one financial year
may not exceed 100% of their basic sa]ary as at the award date. The Remuneration Committee has determined that, in accordance
with the Company's bonus arrangements awards under DASB will not normally excesd 50% of hasic salary.

Shares awarded under the DASB are heid in trust until 1 March in the third calendar year afier the year in which the award was mads,
at which point they are transferred to the participant subject to the participant's continued employment within the Group.

Details of the awards granted to the Executive Directors under the DASB in 2007 are shown in the table on page 44.

Execulive LTIP share-based inoamlve plans

The Remuneration Committee strongly believes that offering FExecutive Directors and nominated senior executives the opportunity to
be awarded shares in the Company i3 an important part of motivating, rewarding and retaining key employees so that they may drive
and participate in the future growth ol tha Company. It is also of the view that the Executive Directors and nominated senior executives
should be encouragad 1o invest directly in the Cormnpany through the purchass of shares. The Company’s DASB and LTIP ara both
intended to support these objectives!

On the recommendation of the RemJneration Committee the Company has adopted shareholding guidelines for both Executive
Directors and nominated senior execltives.

The award of shares or options undef the Executive share-based incentive plans is determined by the Remuneration Committee
taking into account, inter afia, the role of the individual, and other such criteria as they may determine from lime to time. The current
policy is that participation in the DASB and the LTIP Part B is restricted to Executive Directors, and nominated senior exscutives.
Subject to shareholder approval at ths AGM to the proposed changes to the LTIP Part 8 performance condition policy, is intended
that going forward no further awards,\.wll be made under the LTIP Pant A to the Executive Directors and such nominated senior
executives, and participation in the LTIP Part A will be timited 1o other designated employess.

Awards under the Company's share-based incentive plans will be salisfied using market purchases, new issue shares and/or shares
held in treasury.

The Long-Term Incentive Plan - Part A

The LTIP Part A provides for participarts lo receive share option awards over shares worth up to two times basic salary or £250,000
{whichever is the greatest) in any fi financlal year, subject to performance conditions.
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During 2007 the Executive Directors received share option awards over shares worth up to 100% of basic salary, wilth lesser awards
made to other participants and the exercise price set equal to the share price at the date of the grant.

A share option award will normally be exercisable between three and ten years following its grant, but only if the specified
performance condition has besn satisfied.

The performance conditions attached to the LTIP Pant A awards made in 2007 were based on the Company’s eamings per share
growth (adjusted to exclude items which did not reflect the Company's undertying financial pertormance and intangible amortisation)
relative to inflation over thres financial years, requiring such eamings per share growth to exceed inflation by an average of at least 3%
per annum. The perfarmance condition will be tested after three financial years and there will be no provision for re-testing. To the
extent the performance condition has not been met after three financial years, the relevant share option awards will lapse.

The awards granted in 2005, 2006 and 2007 under the LTIP Part A are subject to EPS targets. At the end of 2007 the annual
performance targets had been met and the 2005 awards would vest. The remalning awards may vest dependent upon the
Cornpany's performance over the remainder of the relevant three year testing period,

Save As You Earmn Scheme
In addition to the LTIP, the Company operates a Save As You Eam Scheme ('SAYE'). During the year the Company made its second
award under the rules of the SAYE.

The Executive Directors joined the SAYE in 2006 contributing the statutory maximum monthly amount of £250. and thus they were
not eligible to participate in the 2007 invitation.

Details of the awards granted and outstanding during the year to Executive Directors under the LTIP Part A and the SAYE are
as follows:

Avarded AL 31 Dec E-ercise Earlest
Execuine Direcion Schanig In yads 2007 ce vastiyd date E~ oy dise
Mark Harper
LTIP Part A 156,903 - 156903 239.00p 23 June 2008 22 June 2015
LTIP Part A 148,380 ~ 148,380 254.75p 8 Sept 2009 7 Sept 2016
LTIP Part A - 190,376 190376 239.00p 31 August 2010 30 August 2017
SAYE 6,793 - 6,793 237.00p 1 April 2011 30 Sept 2011
Steve Dryden
LTIP Part A 96,234 - 06,234 233.00p 23 June 2008 22 June 2015
LTIP Part A 88,321 - 88,321 254.75p 8 Sept 2008 7 Sept 2016
LTIP Part A - 106694 106,694 239.00p 31 August 2010 30 August 2017
SAYE 6,793 - 6,793 237.00p 1 April 2011 30 Sept 2011

The Long-Term Incentive Plan - PartB

A parformance share award under the LTIP Part B consists of a conditional right to receive sharss in the Company, subject to
performance conditions, on the basis described below. Perticipants make no payment for the grant and exercise of performance
share awards.

Participants may receive performance share awards over shares worth up to two times their basic salary in any financial year.

In Juna 2005, foliowing the demerger, the Executive Directors and nominated senior execulives were granted a once-oif matching
share award linked to their investmant in the Company's shares.
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A performance share award, including any matching share award, will not normally be exercisable befors tha third anniversary of its
award and may onty be exercised lo| the extent that the applicable performance ¢conditions have been satisfied. For employees based
outside the US, the options remain capable of being exercised up to the sixth anniversary of grant. For employees based int the uUs,
once the performance conditions have been satisfied the options must be exercised within 30 days of vesting.

In the case of the vesting of the matghing share awards granted by reference to shares purchased by participants, not only wil
applicable performance conditions Have to be satisfied but those awards will only vest to the extent that participants have retained the
shares they bought in June 2005.

For awards granted prior to 2008, tha extent to which performance share awards vest is subject to the Company's TSR pertormance
over a fixed thres year period relauve 10 the TSR parformance of the FTSE 250 companies (excluding investment trusts} at the start of
the three year perfarmance period. Identical conditions were attached to the matching share awards.

A performance share award, including any matching share award, will vest in full only if the Company's TSR performance is ranked at
upper quartile or above within the peer group over the performance period. For median performance one quarter of such awards
vests, rising proportionally up to fuli vesting thereafter. For betow median performancs, no such awards will vest.

The performance condition will be tested after three years and there is no provision for re-testing. To the extent the performance
condition has not been met after three years, the relavant performance or matehing share awards will lapse.

For awards granted in 2008 and beyond it is intended that, subject to shareholder approval at the AGM, 50% of the awards will be
subject to a TSR performance condition (as set out above) and 50% of the awards will be subject to an adjusted EPS performance
condition. The adjusted EPS performjance condition for these awards will require the Company's earnings per share growth (adjusted
to exclude items which did not reflect the Company's underlying financial performance and intangible amortisation) over three financial
years to exceed infiation by an average of at least 3% per annum for 12.5% of the awards 1o vest. The proportion of the awards
vesting will increase on a straight line basis, and for 50% of the awards to vest such adjusted EPS growth must exceed inflation by an
average of at least 8% per annum. The pertormance condition will be tested after three financial years and there will be no provision
for re-testing. To the extent the perfoimance condition has not been met after three financial years, the relevant awards will lapse.

The Remuneration Committes will review the performance conditions each time performance share awards are granted uncler the
LTiP Part B in order to ensure that they remain challenging and may impose different conditions on share awards granted in
subsequent ysars.

Details of the awards granted and outstanding during the year to the Exscutive Directors under the LTIP Part B and DASB are
as follows:

AL Jan Auwviatcied A3 Bec Shing pnce n E3rl:251
E.pcutve Dueclor Schenw 2007 i yeat 2007 dateclaxard Lasumg Uale E -y date
Mark Harper
LTIP Part B '#atching’ 126,902 - 126,902 24078p 7June 2008 6 June 2011
LTIP Part B 'Rerformance’ 161,637 - 161,637 24075p 7June 2008 6 June 2011
LTIP Part 8 'Performance’ 141,533 - 141,533 318.00p 13 March 2009 12 March 2012
LTIP Part B ‘Performance’ - 173,073 173,073 24975p 2March 2010 1 March 2013
DASB ‘ 48,993 - 48993  29200p 1March2009 1 March 2009
DASB - 58,858 58,858 246.00p 1 March 2010 1 March 2010
Steve Dryden |
LTIP Part B "Matching' 102,474 - 102474 24075p  7June 2008  6June 2011
LTIP Part B 'Rerformance’ 99,137 - 99,137 24075p 7June2008  6June 20M
LTIP Part B ‘Rerformance’ 84,246 - B4,246 318.00p 13 March 2009 12 March 2012
LTiP Part B ‘Parformance’ - 102702 102,702 249.75p 2 March 2010 1 March 2013
DASB

27,503 - 27503 282.00p 1 March2009 1 March 2008

DASB 35,0356 35,035 246.00p 1 March 2010 1 March 2010
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A tolal of 771,814 (2006: 625,130} share incentive awards were granted to Executive Directors and norminated senior executives under
the LTIP Part B and the DASB during the year anded 31 December 2007.

The middle market price of an ordinary share in the Comparty on 31 December 2007 was 202.50p. The middle market price of an
ordinary share in the Company during the year ranged from 189.00p to 203.25p.

The awards granted in 2005, 2006 and 2007 under the LTIP Part B, including any matching share award, are subject to relative TSR
performance targets. At the end of 2007 the Company was ranked below median and the performance target had not been met.
the performance targets are not met, the shares subject to those awards will not vest, but the position may change depending on the
Company's performance as at the date of the relevant third anniversary.

Performance graph

The graph below represents the comparative TSR performance of the Company against the FTSE 250 (gxcluding investment trusts)
Index from the date of the listing of the Company until 31 December 2007. This index has been selecled gs it is considerad the most
appropriate published general index in which the Company is a constituent.
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Executive Directors’ service contracts

The policy for senior executive service contracts is that notice periods will nommally not exceed 12 moniths. Both Mark Harper and
Steve Dryden have service contract% dated 12 May 2005, with a notice period of 12 months from either party. The service contracts
for the Executive Directors are availible for inspection by members at each AGM and during normal business hours at the Company's
registerad office.

The Remuneration Commitiee's policy in relation to termination of service contracts is 1o apply an appropriate level of mitigation,
having regard to all of the circumstahces of the individual and the termination of employment, and to any legal advice received.
The Company has the right to make a payment in lieu of notice and any such payrment may be made in monthly instatments at
the Company's discration and may be reduced to take into account any sums eamed during the payment period by way of
employment elsewhers.

Non-executive Directors
The Non-executive Directors do notjhave service contracts and do not participate in any Company pension, share or incentive
scheme. In accordance with best practice, letters of appointment have been issued for all Non-executive Directors for an initial period
of three years, These Jetiers are avafable for inspection by members at each AGM and during normal business hours at the
Company's registered office.

Feas for Non-executive Directors, other than the Chairman, are approved by the Board in accordance with the policy adopted by the
Remuneration Committee, and are based on a standard fee, with additional fees payable for the chairing of the Audit and
Remuneration Committees. The fee:; are set taking into account current market practice and the responsibilities and time
commitrment involved in the role. The fees were last reviewed in December 2008 and will be subject to a further review in December
2008 in accordance with the policy for the remuneration of Non-axecutive Directors adopted by the Board.

Pension schemes
Mark Harper is a member of the Fmrona Senior Pension Scheme ('FSPS') which entitles him to a pension at the date of retirement
based on final salary. His pension is calculated as the lower of an accrual rate of 3% per annum or uniform accrual so that the pension
at his normal retirament date is equnralem to 66.67% of final pensionable salary. The uniform accrual calculation is based on a nomal
retirement age of 60 and is equivalent to an accrual rate of 2.2% per annum. Mark Harper contributes 9% of pensionable salary to

the scheme.

Steve Dryden is a member of the BR!IS section of the Filtrona Pension Plan ('FPP’) which entitles him to a pension at the date of
retirement based on final salary. He accrues pansion at the rate of 1.9% of final salary for each year of membership of the plan and he
contributes 7% of pensionable salary to the plan. Mis normal retirement age is 65. The approved pension benefits for Steve Dryden
are affacted by the eamings cap which was retained by the FPP lollowing new pension legislation effective from April 2006. He
receives a supplementary payment of 20% of his pensionabla salary above tha FPP scheme specific eamings cap to permit him to
secure additional pension benefits.
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Both the FSPS and the FPP provide death benefits as shown in the table below:

FSPS

Dentn-n served
Cean g tur 1cgnent Dreige NRD" Deatt ahign ioiement

Leain-a sarvice
natore MRD”

Lump sum 4 x annua salary and Guaranteed pension 4 x annual salary and  Guaranteed pension
a refund of member's {5 yaars) arefund of member's (5 years)
contributions contributions

Spouse's pension Up to 60% Up to 60% Up to 50% Up to 50%
of member's of member’s of member’s of member's
pension entitlernsnt pension entiternent  pension antidement  pension entittement
asat NRD as at NRD as at NRD as at NRD

Dependants’ pension Share of spouse’s Share of spouse’s Share of spouse’s Share of spouse’s

pension if applicable pension if applicable  pensionif applicable  pension il applicable

* normal retirement date

The table betow shaws the accrued pension in the schems and plan to date in respect of the Executive Directors, together with the
transfer value of such accrued pensions:

Vi

Total ol n=t Valug of Valuz o Tetal
Cross aceruedd WCrgilhe accrugd ’ o ahange
NCrete SOOEIN 23 al A T w IR PEMSIoN ol $1°] il n vl
M ocCred net Gt 3i Dec g 1 Jiant 33 Dec dunng
noNs.on milahon 2007 the y o0 2007 2037 ey eor

it ) LN

Tooo 000 FOn3 1050 OG0 et
Mark Harper 26 19 218 283 2,502 36N 1,128
Steve Dryden 3 2 25 8 122 186 56

® Tha accrued pension at 31 Decembar 2007 ks that which would be paid annually on retirement based on the assumgption that service terminated at the
year end

() The value of the accrued pension is calculated on the current transter value basis applicable to the FSPS and the FPP gs appropriate and is not the aciual
cost of providing the pension

%) The change In the value of the accrued pension during the year includes the effect of fuctuations in the transfer value due (o factors beyond the control of the
Gompeny. ILis calcutated in accordance with current legistation and is atter the deouction of the Executive Diroctors' contributions during the year

Steve Dryden is currently an active member of the FPP. His departure from the Company on 31 March 2008 will not materially affect
the FPP¥

Outside appointments

Executive Directors are permitted to accept up to two appropriate non-executive directorships offered by fisted companies and other
organisations, which provide indusiry experience or public service. Such outside appoiniments are subject to prior Board approval,
taking into account existing duties or potential conflicts of interest. Mark Harper is a non-executive diractor of BBA Aviation plc and
rgtains his fees of £50,000 per annum.

¥ Please refer 10 the note on the Contents page.
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Directors’ shareholdings

The interests (both beneficial and family interests) of the Directors in office at 31 December 2007, and at the dale of this repart, in the
issued ordinary share capital of the iSompany were as follows:

A1 31 Deg
2008

or ate ol
£ 31 Gee BHIIN-
2007 e

Jeff Harris 51,65% 21,651
Mark Harper 105,986° 85.986'
Steve Dryden 51,237 51,23
Pau! Drechster 18,519 8519
Adrian Auer 7.500 7.500
Lars Emilson 5,000 -

* 410 shares are held nan-beneficially and|
# held beneficially in a nomines account

the batance are heid beneficially in @ nominee account

The Executive Directors are regarded as being interested in 1,557,107 (2006: 872,166) ordinary shares in Filtrona plc currently held by
the Filtrona Employea Benefit Trust {EBT'} as they ara, togather with other Filtrona employees, potential beneficiaries of the EBT.
These shares are held in order to satisfy employee entitiements relating lo the Company's share plans. As at 31 December 2007, the

potential dilution through employee-
the Company's issued share capital

By order of the Board

Paul Drechsler
Chairmman

Remuneration Commities
28 February 2008

related share plans totalled 3.4% which is well below UK institutional shareholder limits of 10% of
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Filtrona ts committed to high standards of corporate governance, corporate responsibility and risk management throughout the
Company. The Board is accountable to the Company's shareholders for the standards of governance which are maintained across
Fitrona's diverse range of intemational businesses.

Compliance with the Combined Code
As a listed company, Filtrona confinms that throughout the year ended 31 December 2007 the Company has complied with the 2006
version of the Combined Cods of Corporata Govemance issued by the Financia! Reporting Coundil {the 'Code’).

The Company applies the Code's principles of openness, integrity and accountability through its own behaviour, by monitoring
corporate governance best practice and by adopting appropriate recommendations of relevant professional bodies. The policles
and procedures adopted by the Board and applicable 10 the Filtrona businesses are documentad in 8 manual which sets out the
roles and delegated authorities applying to the Board, the Executive Committee and the businesses. This manual is updated

whanever necessary.

Board of Directors

The Board is coflectively committed to promoting the success and strategic direction of the Company, providing entrepreneurial
leadership and stewardship lo the businesses and management, laking responsibility for the strategic direction of the Company by
the implementation and maintenancs of its core values and governance controls.

The Board is of the view that it has a highly competent Chairman and that the pecpls on the Board and executive teams are well equipped
to drive, and capable of delivering on, the Company's strategy, proper and effective communication to employees, shareholders and other
stakeholders, and the maintenance of effective performance measurement cortrols and risk managerment systems.

The Board has adopted a schedule of matters which are raquired to be reviewed by il, including the approval of annual and interim
results, stralegic plans, annual budgets, material increases to borrowing and loan facilities, acquisitions and disposals and major
capital and operating expenditure proposals. During 2007, the Board reviewed the schedule of reserved malters and concluded that
the level of authorities delegated to the Executive Committes and the Individual businesses remained appropriate within the overall
control environment which the Company maintains.

Other specific responsibilities are delegated to the Audit, Nomination and Remuneration Committees which operate within clearly
defined terms of referance approved by the Board and available on the wabslte www.filtrona.com. These Committees report
regularty to the Board.

During the year there wers eight scheduled Board maetings, with one meeting being held at an overseas operational facilily, tog ether
with an additional day of strategy discussions. In addition to the scheduled formal mestings, the Board met on an ad-hoc basis as
required for particular matters, The Chairman and Chief Executive maintain regular contact with the Directors and the Chairman also
holds periodic informal discussions with the Non-executive Directors, without any of the Executive Directors being present, to review
performance and {0 monitor corporate control mechanisms.

The Chairman, in conjunction with the Company Secretary and General Counsel, sets the programme for the Board during the year.
At each scheduled mesting, the Board considers a report from the Chief Executive on current trading, a financial review and other
significant business issues such as acquisition proposals and other major investment plans. Additionally, the Board receives
presertations and considers reports from senior management about matters of material imporiance to the Company, such as heafth
and safety performance.

The internal procedures implemented by the Compary to ensure the Board maintains overall control for all material strategic, financlal,
operationat and compliance matters affecting the Company are included within the intemal control section of this Report set out on

page 53.
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Composition of the Board
The roles of the Chairman and the Chlei Executive are separately held and are so definad as to ensure a clear separation of
responsibilitiss. The Chairman leads! ihe Board and ensures its effectiveness; the Chiel Executive is responsible for the executive
management and performance of Filtrona’s operations.

In the opinion of the Board, Paul Drechsler, Adrian Auer and Lars Emilson are each considered to be independent of management as
detailed in the Code and there are no relationships or circumstances which would materially interfere with the exercise of their
independsnt judgement.

The Board considers that tha Non-executive Directors provide an independent view in Board discussions and the development of the
Company's strategy, and ensure a sbund basis for good corporate govemance for the Company, challenging management’s
performance and, in conjunclion with the Executive Directors, ensuring that rigorous financial controls and systems of risk
management are maintained approgiiate 1o the needs of the businesses within Filtrona,

The Board is content that the Non-executive Directors devote sutficient time to the business of Filtrona.

The letters of appointment for Non- ive Directors are available for review at the Company's registered office and prior to the AGM.
Paul Drechsler acts as the Senior Independent Non-executive Director. In that role he is available to shareholders to discuss and
develop an understanding of their is$ues and any concerns which cannot be resolved by discussions with the Chairman, the Chief
Executive or Finance Director or where such contact is inappropriate.

The Articles of Association of the Cornpany require one third of the Directors to retire from office each year and for all Directors to submit
themselves for rg-glection on a date which is no more than three years from the date of their appointmant or last re-appointment. The
Directors retiring at the forthcoming AGM and submitting themselves for re-appointment are Mark Harper and Paul Drechsler.

Following the Board performance evaluation undertaken during the financial year, the Board is satisfied that each of the Directors
being put forward for re-election, continues to be effective and that their ongoing commitment to the role is undiminished.

Lars Emilson was appointed as a D:rector subsequent to the Company’s AGM held in 2007 and, in accordance with the Company's
Articles of Association, is putting hm]salf forward for election.

SteveCmnvnamstobeappomledtomeBoard of Directors with eflect from 19 March 2008 and, in accordance with the Comparry's
Asticles of Association, will stand for slection at the AGM.

Steve Dryden will resign from the Boérd of Directors on 19 March 2008.Y

ﬂwfdbwmgwaaﬂuectorsoimeoonmwmmdatleruedﬂwefwmmgnumberofmeemgsdumgtheyearendedm December 2007:

Al Homeation  Rbm,sernsn
Boarg Cormrtien Commuttop Comm ties
Held t 8 4 4 4
Attended
Jeff Harmris Chairman 8 - 4 -
Mark Harper Chigf Exaclmve 8 - - -
Steve Dryden Finance Dl[eClOf 8 - - -
Paul Drechsler Senior Independent Non-executive Director 8 4 4 4
Adrian Auer Non-executive Director 8 4 4 4
Lars Emilson Non-execytive Director 5 3 " 3
Warren Knowlton®** Non-executive Director 1 - - -

Appointed on 1 May 2007
** Appanted on 8 December 2007
“** Resigned on 30 April 2007

¥ Please refer to the note on tha Contents pege.
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Information and professional development

The Chairman with the Company Secretary and General Counsel takes responsibility for ensuring that the Directors receive accurate,
timely and clear information. The agenda for each Board and Committee meeting is considerad by the relevant Chairman and papers
for each scheduled formal Board and Committee mesting are usually provided five clsar working days beforehand. In addition, the
Chalrman maintains regular contact with the Executive Directors 1o discuss specific issues.

On appointment, Directors benefit from an induction programme tailored to their individual needs and designed to assigt them in their
understanding of Filtrona and its operations. The programme, which continues throughout a Director's tenure as necessary, includes
details of fiduciary duties, Companies Act requirements, dealing restrictions as outlined in the Disclosure Rules and the Mode Code
on Directors’ dealings in securities contained in the Listing Rules of the Financial Services Authority, Board and business related
matters, meetings with senior management, site visits and the opportunity to meet with major shareholders.

Directors are free to meet individual members of the senior management teamn and have done so during the year under review.
The Board and its Commitiees receive brisfings on legistative and regulatory developments and new accounting requirements as
appropriate and befieve that, given the experience and skills of its Directors, the identification of general training needs is best left to
their individual discration.

All Directors have access 10 the advice and services of the Company Secretary and General Counsel who is responsible to the
Chairman for ensuring that Board procedures are complied with and that applicable nules and regulations are followed. During the
year under review the Company Secretary and General Counsel's advice was scught in refation to share dealings. In furtherance of
thelr dutles, there are agreed procedures for the Directors o take independent professional advice, if necessary, at the Company's
expense. No Director took independent professional advice during the year,

Performance evaluation

During 2007 the Board carried out its annual evatuation of the effecliveness of the Board and its Committges. This involved the
Directors independently completing a questionnaire, provided by external consultants, and reviewing individual performance and the
performance of the Board and its Committees. The results, which served to strengthen the Board's priorities and communication,
were discussad at a Board meeting and the various relevant Committes mestings. Following this detaled review, the Direclors have
concluded that the Board and its Committess function well as forums for considered and challenging debate and that the processes
in place and the information provided enable the Board and its Committees to operate effectively and efficiently on the basis of a clsar
understanding of the Company and its strategic objectives.

As part of the 2007 Board performance evaluation, the Chairman reviewed the performance of each of the individual Directors and
the Directors {led by the Senior Independent Non-executive Director) also appraised the Chaiman’s performance without the
Chairman being present.

Building on the review undertaken in 2007, it is intended that the Company will be engaging the services of extemal consultants to
carry out an evaluation of the operation of the Board and its Committees and the performance of the individual Directors during 2008.

Insurance

In accordance with the Company’s Articles of Association, and to the extent permitted by the laws of England and Wales, the
Directors are granted an indemnity from the Company in respect of those liabilities incurred as a result of their office. In respect of
those matters for which the Directors may not be indemnified, the Company maintalned a directors’ and officers’ liability insurance
policy throughout the year. t is anticipated this policy will be renewed. Neither the Company’s indemnity nor the Insurance provides
cover to the extent that the Director is proven to have acted dishanestly o fraudulantly.

Board committeas

Each Board committes has established clear and defined terms of reference detailing their responsibilities and powers. The terms of
reference for each Board Committes are reviewad annually and are available on Filtrona's website at www.filtrona.com.
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Audit Committee
The Audit Commitiee curmently comgprises Adrian Auer, who chairs the Audit Committes, Paul Drechsler and Lars Emilson.

The Board is satisfied that Adrian Aver has recent and relevant financial experience.

A reprasentative of the Company’s external auditor ordinarily attends all meetings of the Audit Committee and the Finance Director
and Head of Internal Audil are nommally invited to attend the meetings.

The Audit Committee mat four times{during the year. Its duties include monitoring the integrity of the financial statements of the
Company, reviewing, challsnglng and approving Filtrona’s accounting policies, and scrutinising the effectiveness of the Company's
intarmal controt and risk managemeni systems. The Audit Committee reviews the Company's whistleblowing policy 1o ensure that
appropriate arrangements are in plage for the proportionate and independent investigation, and follow up action as necessary, of any
concems raised by employees in refation to financial reporting or other matters.

Additionally, the Audit Committee keeps under review the scope, materiality and resutts of the external audit and its cost effectiveness.
The Audit Committee makes recommandatlons to the Board regarding the re-appointment or removal of the external auditor, their
tarms of engagement and the igvel of their remuneration.

The Audit Committee has a policy regarding the engagement of the external auditor to supply non-audit services. The policy
recognises the importance of ma:mainlng the objectivity and independence of the external auditor by minimising its involvement in
projects of a non-audit nature. It ig, howwer also acknowledged thal, due to its detalled understanding of the Compary's business, it
may sometimes be necessary to involve the external auditor in non-audit related work, principally comprising further assurance
sarvices relaling to due diligence ang other duties carried out in respact of acquisitions and disposals and tax services.

The Audit Commiltee meets with the external auditor without the Company management being present and conducts an annual
assessment of the performance of the external auditor and the Company's intemal audit function.

Nomination Committee
The Nomination Commiittee currently comprises Jeff Harris, who chairs the Nomination Committee, Paul Drechsler, Adrian Auer and
Lars Emilson. The Chief Executive attends by invitation as appropriate.

The Nomination Comrmittee is responsible for selecting and recommending candidates for appointment as Executive and Non-
executive Directors of the Company. [The Nomination Committee meets as required and during 2007 it met four times,

With the benefit of assistance from external advisers, the Nomination Committee made a recommendation to the Board of Directors
regarding the appointment of Lars EI'E]|50n to the Board of Directors in May 2007. In 2008 the Nomination Committee has been
engaged in the recruitment of a new Finance Director and made a recommendation to the Board of Directors for the appointment of
Steve Crummett to the Board of Direétors in March 2008,

In furtherance of these duties and wI]en considering succession planning, the Nomination Committee looks at the balance, structure
and composition of the Board and taxes into account the future challenges and opportunities facing the Company. The selection
process is, in the Board's view, both pgorous and transparent in order to ensure that appointments are made on merit and against
objective criteria set by the Nomination Committes.

Remuneration Committee
The Remuneration Committes currentty comprises Pau! Drechsler, who chairs the Remuneration Committee, Adrian Auer and Lars
Emilson. The composition and role of the Remuneration Committee is described mare fully in the Report of the Remunaration

Commities on pages 38 (o 48,
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Shareholder communications

The Company communicates regularly with its major institutional shareholders and ensures that all the Directors, including the Non-
executive Directors, have an understanding of the views and concerns of major shareholders about the Company. This is achieved by
the Executive Directors maintaining contact from time to time with representatives of institutional shareholders to discuss matters of
mutual interest relating to the Company and reporting back to the Board. In 2007, the Remuneration Committes’s proposals o
introduce changes to the LTIP performance conditions were the subject of a detailed consultation with a number of institutional
investors. Shargholders have the opportunity to meet any of the Directors of the Comparny should they so wish.

Additionally, the Board uses the AGM as an occasion to communicate with all shareholders, including private investors, who are
provided with the opportunity to question the Directars.

At the AGM the leve! of proxy votes fodged on each resolution will be made available, both at the meeting and subsequentty on the
Company's website. Each substantially separate issus is presented as a separate resolution and the Chairmen of the Audit,
Nomination and Remuneration Committees are available to answer questions from shareholders.

The Notice of the AGM and related papers will be posted to shareholders more than 20 working days before the AGM.

The interim and prefiminary results of Filtrona, along with all other press releases, are posted on the Company’s websile,
www.fillrona.com, as soon as they are announced and webcasts of the presentations of the Company's interim and prefiminary
rasults are avaitable for download.

Internal control
In accordance with the Cods, the Board acknowledges its responsibility to ensure that an adequate system of Intemal contiols is
in place.

Fitrona's internal systerns and controls are designed to safeguard the Company's assats and to ensure the integrity and reliability of
information used both within the businessas and for public announcements, The Board has overall responsibifity for the Company’s
system of internal control and risk management and for reviewing the gffectivenass of this systam. Such a system can only be
designed to manage, rather than eliminate, the risk of failure to achieve business objectives and can therefore only provide
reasonable, and not absolute, assurance agalinst material misstatement or loss.

Operational matters and the responsibility for the day-to-day management of the businesses are delegated to the Chief Executive
supported by the Executive Committes and to the respective Divisional Heads within delegated authority limits and in accordance
with clearly defined systerns of control.

The Executive Committee, which mests &t least twice per month, is made up of the Chiaf Executive, the Finance Director, the
Company Secrelary and General Counsel, the Director of Corporate Development, and the Director of Group Hurman Resources. All
Diraclors receive copies of the minutes from each Executive Committee meeting and the monthly reports submitted by the individual
business divisions.

The Global Executive, which consists of the Executive Committes members and the Divisional Heads, meets periodically 1o discuss
the health and safety programme, business performance, employee-related matters, Inctuding succession planning, and common
operational issues across Filtrona's international businesses. Biographies of the Global Executive members demonstrating the range
of management expertise within the Company’s senior executive team appear on pages 30 and 31.
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Policies and procedures, which are subject to ongoing review and updated as required, are communicated across the Company and
designed to ensure significant risks, [investment decisions and management Issues are identified, considered and escalated as
necessary at the earliest opportunity.

The Board believe that this managernent structure ensures a strong link between Filtrona's overall corporate strategy and its
implernentation within an effective contro! environment.

Risk review
The Board s of the view that a rigorous ongoing process for identifying, evaluating and managing significant risks faced by the
Company was in place throughout 400? and up to the date of approval of the Annual Repoert and Accounts for 2007, This process is
regularty reviewed by the Board with the assistance of the Audit Committes and accords with the internal control guidance Tor
Dirgctors as required by the Code.

A Risk Management Committee, which during 2007 consisted of the Executive Directors, the Company Secretary and Gsneral
Counsel, the Director of Group Human Resources, the Head of internal Audit and the Head of Tax and Treasury, meets at least
four times each year and otherwise as necessary. All Directors receive copies of the minutes from each Risk Management

Committee meeting.

The Risk Management Committee enhances management's ability to review and monitor the effectiveness of risk control on a regutar
basis. The tenms of reference of the ﬁlsk Management Committee include supporting corporate governance requirements,
recommending business risk stratagy and developing policies and procedures for risk management and internal controls. They also
include the monitoring of the effectiveness of intemal controls and the design of processes to test the effectiveness of controls.

Risk revienw is a continuing process embedded within the businesses with execulives required to include risk management on
agendas for their regutar management meetings and 1o report to the Risk Management Committee on actions taken to review the
effectivenaess of their controls, Bumnbsses are also required to have processas 1o formally identify risks, consider their financial and
non-financial implications and, $0 far as possible, take action to reduce those risks.

The Company has an intemnal audit departmem The resources of this department are augmented with independent expert external
resources wherever necessary to I'aYIBW risk and monitor compliance with the Company's poficias and procedures across its
international operations. Accardingly the rasources of the department, together with the additional avallatile resources, are
considered adequate.

The Audit Committee regularly reviews the effectivensss of intemal controls based on the processes implemented by the Risk
Management Committee. At each mesting the Audit Committes receives a presentation from the Head of Intemal Audit on action
taken to identify and reduce risks and to increase the awareness of both risk management and the importance of having effactive
intermal controls, across the businesses.

Cartain specific administrative funcu-Lns are controlled centrally by the Company. Taxation, treasury and insurance functions report to
the Board via the Finance Director. The legal and govemance compliance functions report to the Board via the Company Secretary
and General Counsel, whilst the Chlaf Exacutive, supported by the Director of Group Human Resources and the Company Secretary
and General Counssl, reports 1o the Board on corporate responsibility issues, Policies and processes are in place to ensure that the
activities undertaken in relation to ali'such matters are designed to reduce the risk profile of the Company.

The Company operates a comprehensiva budgeting and financial reporting system. Annual budgets are reviewed and approved at
both divisional and corporate level. This process includes the analysis of significant risks relating to market trends and operational
performance. Monthly performance ]s reported against budget and the prior year and forecasts are updated as appropriale. Monthly
managemeant accounts analyse and explain variances and report on performance indicators, with detailed explanations for variances
and movements on updated forecasts being reviewed by the Board.

The Audit Committee reviews the arangements by which employees ot the Company may, in confidence, raise concemns about
financia! reporting or other matters i, accordance with the Company's whistieblowing policy.
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Financial reporting

The Directors have acknowledged, in the Statement of Directors’ Responsibilities set out on page 37, their responsibility for preparing
the financial statements of the Company and the Group. The extemal auditor has included, in the Independent Auditor’s Report set
out on pages 102 to 103, a statement about their reporting responsibilities.

The Directors are also responsible for the publication of unaudited Interim Management Statements, as required by the Disclosure

Rutes and Transparency Rules of the Financial Services Authority, providing an expfanation of material events and fransactions that
have taksn place during the retevant period and their impact on the financial position of the Company and the Group and a general
dascription of the financlal position and performance of the Company and the Group during the relevant period.

Going concem
After making appropriate enquiries, the Directors consider that the Company and the Group have adequate resources 10 remain in
operation for the foreseeable future. For this reason they continue to adopt the going concem basis in preparing the financial statements.
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Consolidated inpome statement
for the year ended 31 December 2007

Resialed

2005
fin

Revenue 2 494.2 5171
Opaerating profit before intangible amortisation and restructuring costs 64.4 89.2
Intangible amortisation {1.5) 0.9
Restructuring costs (5.0 -
Operating profit 23 57.9 58.3
Finance income ‘4 9.6 85
Finance expense 4 (15.8) (14.6)
Profit before tax 51.7 52.2
Income tax expense 5 {17.6) (17.7)
Profit from continuing operations 3441 34.5
Profit from discontinued operations 24 2.0 15
Profit for the year 361 36.0
Attributable to:

Equity holders of Fittrona plc 341 345
Minority interests 2.0 1.5
Profit for the year 361 36.0
Earnings per share attributable to equity holders of Filtrona plc:

Basic 7 15.8p 15.8p
Diluted 7 15.6p 15.6p
Earnings per share from continuing operations attributable to equity holders of Filtrona plc:

Basic 7 15.3p 15.3p
Diluted 7 15.1p 15.1p
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at 31 December 2007

Consolidated balance sheet

2007 2006

Hote £m rm
Assets
Property, plant and equipment 8 170.7 178.4
Intangible assets ] B7.2 59.5
Deferred tax assets 18 0.3 03
Othar receivables m 8.1 -
Total non-curreni assets 266.3 238.2
Inventories 10 55.2 857
Income tax receivable 2.3 1.8
Trade and other receivables m "7 81.1
Derivative assets 115 0.2 0.2
Cash and cash equivalents 112 238 20.7
Total current assets 153.2 159.5
Total assets 419.5 3977
Equity
lssued capitat 19 54.8 54.8
Capital redemption raserve 20 0.1 01
Cther raserve 20 (132.8) (132.8)
Cash flow hedging reserve 20 (0.3) -
Translation reserve 20 1.9 16
Retained samings 20 211.6 219.0
Attributable to equity holders of Filtrona plc 135.3 1427
Minority interests 20 4.8 6.0
Total equity 140.1 148.7
Liabilities
Interest bearing loans and borrowings 114 157.8 179
Retirement bengfit obligations 18 223 309
Income tax payable 0.8 -
Provisions 7 4.5 27
Deferred tax liabilities 18 12.3 16
Total non-current liabilities 197.8 1631
B8ank overdrafts 112 0.2 10
Interest bearing loans and borrowings 114 10 06
Derivative liabilities 115 1.8 03
Income tax payable 15 16.0
Trade and other payables 113 65.0 65.0
Provisions 17 21 3.0
Total current liabilities 81.6 85.9
Total liabilities 279.4 2420
Total equity and liabilities 4195 397.7

The financial statements on pages 56 lo 85 were approved by the Board of Directors on 28 February 2008 and were signed on its

behalf by:

Steve Dryden
Finance Director
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Consolidated statement of cash flows
for the year ended 31 December 2007

Operating activities

Profit betore tax from continuing operations 517 52.2
Adjustments for:
Net finance expense 6.2 6.1
intangible amortisation 1.5 09
Restructuring costs 5.0 -
Depreciation 3 20.4 20.7
Share option expense 18 1.7 1.2
Cther items - {0.3)
Increase in inventories (1.4) {0.8)
Decrease in trade and other receivables 8.0 0.2
{Decreaseyincrease in trade and other payables {0.49) 04
Restructuring costs paid (4.5) -
Additional pension contributions (2.0) {1.5)
Qther cash movermenis (1.3) (1.9
Cash inflow from operating activilies of continuing operations 84.9 77.2
Income tax paid | (20.7) (18.0)
Net cash inflow from operating activities of discontinued operations 3.3 3.1
Net cash inflow from operating activities €7.5 62.3
Investing activities
Interest received 0.3
Acquisition of property, plant and equipment (25 0) (’32 3)
Proceads from sale of property, plam and equipmaent
Acquisition of bugsinesses net of cash acquired 2 (31 5) (0 5}
Procesds from sale of businesses 24 12.9
Income tax paid on sale of businesses (1.0}
Other investing cash flows | 20 {0.7) (o.e)
Net cash outflow from investing activities of continuing aperations (44.4) (30.7)
Net cash outflow from investing activities of discontinued operations (2.6) {1.8)
Net cash outfiow from investing atf:tivities {47.0) (32.5)
Financing activities
Inlerest paid (7.2) 1)
Dividends paid to equity holders 20 (15.5) (14.3)
Realised (lossesygains on hedges of net investments (3.5) 25
Proceeds from/repayments of) shorl-term loans 0.9 {0.1)
Proceeds from/repayments of) longterm loans 41,1 (14.3)
Acquisition of employee trust shares 20 (1.7) 1.2
Purchase of own shares into treasury 20 (30.6) -
Net cash outflow from financing activities of cominuing operations {16.5) (34.5)
Nt cash outflow from financing activities of discontinued operations (0.6) {0.1)
Net cash outflow from financing activities 7y (34.6)
Net increase/(decrease) in cash Bl'lld cash equivalents 3 34 (4.8)
Net cash and cash equivalents at *he beginning of the year 19.7 25.7
Net Increase/(decrease) in cash and cash equivalents 3.4 4.8}
Net effect of currency transtation on cash and cash equivalents 0.5 {1.2)
Net cash and cash equivalenits at the end of the year 112 23.6 19.7
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for the year ended 31 December 2007

Actuarial gains on defined benefit pension schemes

Consolidated statement of recognised income and expense

59 Fittrona ple Annual Report and Accounts 2007

Deferred tax expense on actuarial gains on defined benefit pension schemes 18 {2:4) (O:T)
Effective portion of changss in fair value of cashfiow hedges:
Losses to equity 20 (0.3) -
Foreign exchange translation differences:
Transferred to profit on disposal of discontinued operations 24 {5.0) -
Attributable 1o equity holders of Filtrona plc 4.8 8.7
Atlributable to minority interests 05 0.3
Income and expense racognised directly in equity 4.5 (2.5)
Profit for the year 36.1 36.0
Total recognised income and expense 40.6 3.5
Attributable to:
Equity holders of Fittrona plc 32s 323
Minority interests 2.0 1.2
Total recognised income and expenss 40.6 338
www.filtrona.com




Accounting policies

a Basis of preparation

The consolidated financial statements have been prepared and approved by the Directors in accordance with International Financial
Reporting Standards as adopted by the EU in accordance with EU law (|AS Regulation EC 1606/2002) (‘adopted IFRS). The
Company has elected 1o prepare its individual company financial statements in accordance with United Kingdom Generally Accepted
Accounting Principlas (UK GAAPY); these arg presented on pages 96 to 101,

The financial statermenis are prepared on a historical cost basis except for derivativaes which are stated at fair value,

The preparation of financial stalements that conform with adopted IFRS requires the use of estimates and assumptions that affect the
reported amounts of assels and liabilities at the date of the financial statements and the reported amounts of income and expense
during the reporting period. Although these estimates are based on management’s best knowledge of the amount, event or actians,
actual results may uttimately differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estirmates are recognised in
the period in which the estimate is revised and future periods if relevant.

The accounling policies used in the preparation of these financial statements are detailed below. These policies have been
consistently applied to all periods presented. In these financial statements IFRS 7: Financial instruments: disclosures and amendment
1o IAS 1: Presentation of financial statements: capital disclosures have been adopted for the first ttime. IFRS 7 replaces the disclosure
reqguirements of IAS 32: Financlal instruments: disclosure and presentation and must be applied to reporting periods that commence
on or after 1 January 2007.

The following standards or interpretations have not yet been adopted by the Group:

« [FRS 8: Operating segments (effective for annual periods beginning on or after 1 January 2009}
e [FRIC 11: Group and treasury share transactions {effective for annual pericds beginning on or after 1 March 2007}

For the purposes of these financial statements 'Fitrona’ or ‘the Group' means Filtrona plc ('the Company’) and its subsidiaries.

The results for the year ended 31 December 2008 have been restated on a continuing basis following the disposal of Globalpack
(see note 24).

b Basis of consolidation

{i) Subsidiaries

Subsidiaries are entities controlled by Filtrona. Control exists when Filtrona has the power, directly or indirectly, to govern the financial
and operating policies of an entity so as to obtain economic benefit from its activities. The financial statements of subsidiaries are
included in the financial statemants from the date that control commences untit the date that control ceases.

(i} Transactions eliminated on consolidation

Intragroup balances and any unrealised gains and losses or income and expense arising from intragroup transactions are eliminated
in preparing the financial statements,
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Eorporate

¢ Foreign currency
fterns included in the financial statements of the Group's subsidiaries are measured using the primary currency in which the entity
operates {functional currency). The consofidated financial statements are preparad in sterling (functional currency of parent comparny}.

{iy Foreign currency transactions

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary assets and liabilities
denominated in foreign cumencies at the balance sheet date are translated into sterling at the exchange rate ruling at that date and
recognised in the income statement unless hedge accounting criteria apply {see policy for derivatives).

{iij Financial statements of foreign operations
The assets and liabilities of forsign operations, including goodwill and fair value adjustrnents arising on consolidation, are translated
at the exchange rate ruling at the balance sheet date. The revenues and expenses of forgign operations are translated at average

exchange rates.

(i) Net investment in foreign operations

Exchange differences on refranslation at the closing rate of the opening balances of overseas entities are taken lo reserves, as are
exchange differences arising on related foreign currency borrowings and derivatives designated as net investment hedges, to the
extent they are effective, Other exchange differences are taken lo the incomea staternent, Differences arising prior to 1 January 2004
are included in retained eamings.

d Derivatives

Under |AS 39: Financial instruments: recognition and measurement (1AS 39'), derivatives are measured Inltially at fair value. The
subsaquent measurement depends on the classification of the derivative. Interest pearing loans and borrowings and other financial
liabilities (excluding derivatives) are held al amortised cost, unless they are included ina hedge accounting relationship. See note 15
for separate disclosure of hedge types.

(i) Cash flow hedges

Where a derivative is designated as a hedging instrument in & cash flow hedge the change In fair value is recognised in equity to the
axtent that t is effective and any ineffective portion is recognised in the income statement. Where the underlying transaction results In
a financial asset, accumulated gains and losses are recognised In the income statement in the same period as the hedged item
affects profit or loss. Where the hedged ftem results in a non-financial asset the accumulated gains ark losses previously recognised
in equity are included in the initial carrying value of the assel.

(iiy Fair vaiue hedges
Where a derivative is used to hedge the foreign exchange exposure of a monetary asset or liabllity, any gain or loss on the derivative is
recognised in the income statement.

(iii) Hedges of net investment in foreign operations
The gain or loss on an instrument used to hedge a net investment ina foreign oparation that is deemed effective is recognised in
equity. Any ineftective portion is recognised in the income statement,

e Property, plant and equipment
Property, plant and equipment are stated at cost lass accurnulated depreciation and impairment losses. Previously revalued
properties were treated as being held at deemed cost upen transition to adopted IFRS.

Where parts of an item of property, plant and equipment or other assets have different useful lives, they are accounted for as separate
iterns. The carrying vatues of property, plant and equipment and other assels are periodically reviewed for impairment when avenis o
changes in circumstances indicate that the carrying values may not be recoverable.
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t Depreciation
Property, plant and equipment are depreciated over their estimated rermnaining usefut lives on a straight ling basis at the following
annyal rates:

Freehotd land Not depreciated
Buildings 2% or life of lease if shorter
Plant and machinery 7-20%
Fixtures, fittings and equipment 10-33%

The assets’ useful lives are reviewed, and adjusted f appropriate, at each batance shee! date.

g Leases

Whera Filtrona has substantlally all the risks and rawards of ownership of an asset subject to a lease, the lease is treated as & finance
leass. All other leasas are treated as operaling leases and the rentals expensed to the income staterment on a straight line basis.
Lsass incertives are amortised in the income statement over the life of the lease.

h Intanglble assets
() Goodwill
Goodwill is stated at cost less any impalrment losses.

Acquisitions are accounted for using the purchase method. For acquisitions that have occurred since 1 January 2004 goodwil)
represants the difference betwesn the cost of acquisition and fair valua of identifiable asssts, labilities and contingent Fabilities
of tha acquiree. For acquisitions made before 1 January 2004, goodwill is included on the basis of its deemed cost, which
represents the amount previously recorded under UK GAAPR.

(i) Research and development
Research costs are expensed to the income stalement in the year in which they are incurred.

Development costs relating to new products are capitalised if the new product is technically and commercially feasible. Other
development costs are recognised in the income statement and expensed as incurred.

(iii) Customer relationships

Customer relationships are identified on acquisition of businesses and valued using discounted cash flows based on historical
customer attrition rates. Amortisation is expensed in the income statement on a straight line basis over the estimated useful economic
lifa, being a peried of up to 25 years.

i Impairment

All assats, except intangible assets, deferred tax assets and Inventories, are reviewsd annually 1o determine whether there is any
indication of impairment. Goodwill and intangible assets with indefinite lives are tested annually. if an indication of impairmant exists
the asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the carrying amount of a non-financial asset or its cash generating unit exceeds its
recoverable amount, being the greater of value in use and net selling price, and is recognised in the income statement. Value in
use is estimated based on future cash flows discountad using a pre-tax discount rate.

| Inventories
Inventories are valued at the tower of cost {on a first in, first out basis) and net realisable vakue. For work-in-progress and finished
goods, cost includes an appropriate proportion of labour cost and overheads.

k Cash and cash equivalents

Cash and cash equivalents comprise cash balances and fixed term investments whose maturities are three months or lass from the
date of acquisition. Bank overdrafts repayable on demand form an integral pant of Filtrona's cash management and are included as
part of cash and cash equivalents in the statement of cash flows.
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| Loans and borrowings

Loans and borrowings are intially measured at cost (which is equal to falr valus atinception), and are subsequently measured at
amortised cost using the eftective intarest rate method. Any ditference between the proceeds, net of transaction costs, and the
settlermnent or redemption of borrowings is recognised over the term of the borrowings using the effective interest rate meihod.

m Trade and other receivables
The fair value of trede and other receivables is estimated as the present valus of future cash flows less impairment losses.

n Trade and other payables
Trade payables are non-interest bearing and are stated at their nominal value.

0 Income tax
Income tax in tha Income statement comprises current and defarred tax, Income tax is recognised in the income statement except
to the extent that it retates to items recognised in equity.

Current tax is the expected tax payable on the taxable income for the year using tax rates enacted or subslantively enacted al the
balance sheet date and any adjustment 10 tax payable in prior years.

Deferred tax is provided using the balance shest liability method, providing for temporary differences ansing between the lax bases
and the carrying amounts of assets and liabilities in the financial staterments. The following temporary differences are not provided for:
goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that affect neithar accounting nor taxable profit,
and differences relating 1o investments in subsidiaries to the extent that they will not reverse in the foreseeable future. Deferred tax is
determined using tax rates that ana axpected to apply when the related deferred tax asset or liabliity is settied.

A deferred tax asset is recognised only to the extent that it is probabie that future taxabie profit will be available against which the asset
can be ulilised. Deferred tax assets ara reduced to the extent that it Is no longer probable thal the related tax bensfit will be realised.

p Revenue

Revenus from the sale of goods is recognised in the income statement when the significant risks and rewards of ownership have
been transfarred 1o the buyer. No revenue is recognised If there are significant uncertainties regarding recovery of the consideration
due, associated expenses or the possible retum of goods.

q Finance income and expense
Finance income and expense is recognised in the Income statement as it accrues.

r Segment reporting

A segment is a distinguishable component of Filtrona that is engaged in providing products (business segment), or in providing
products within a particular economic emvironment {geographic segment), which Is subject to risks and rewards that are different
(rorn those of other segments.

For operational and financial reporting purposes, Filtrona identifies iwo business segments which are characterised by shared
technology and raw material inputs.

s Pensions
(i) Defined contribution schemes
Obligations for contributions to defined contribution pension schemes are expensed to the income statement as incurred.

{ii) Defined benefit schemes

The significant pension schemes in Europe and the US have been accounted for on a defined benefit basis under IAS 13 (revised):
Employee benefits ('IAS 19 (revised}).
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s Pensions continued
Actuarial gains and losses that have arisen are recognised in full in the statement of recognised income and expense.

Ths net obligations in respect of defined benefit pension schemes are calculated separately for each schemae by estimating the
amount of future benefit that employees have earned in retum for their service in the current and prior periods; that benefit is
discounted to determine its present value, and the fair value of any scheme assels is deducted. The discount rate is the yield

al the balance shee! date on AA credit-rated bonds that have maturity dates approximating to the terms of Filtrona’s obligations.
The calcutation is performed by a qualified independent actuary using the projecied unit credit msthod.

The amounts charged to operating profit are the curment service cost, past service cost and gains and logses on settlement and
curtaiments. The expected increasa in the present value of scheme liabilities is included within finance expense and the expected
retum on scheme assets is Included within finance income.

t Share-based payments

Filtrona operates equity-settied, share-basad incentive plans, A charge is made in the income statement based on the fair value of
optlons using the Black-Scholes, Monte Carlo or binomial valuation models with a corresponding increase in equity. The fair valug
is measured at grant date and spread over the period between grant and vesting date of the options. The amount recognised as an
expense will be adjusted to reflect the actual number of share options that vest.

u Restructuring costs

The restructuring of Fitrona's operations in 2007 has given rise to significant incremental one-off costs. Tha most significant
component of these restructuring costs was regundancy payments. Filtrona views restructuring costs as an expense associated
with investrnent In the future performance of the business and not part of the trading performance. These costs have had a matgrial
impact on the absolute amount of, and trend In, Filtrona’s operating profit and operating margin, Therefore such restructuring costs
are shown as a separate line item within operating profit on the face of the income statement.

v Investment in own shares

The shares held in the Filtrona Employee Benefit Trust for the purpose of fulfiling obligations in respect of share option plans are
treated as belonging to the Company and are deducted from ils retained eamings. The cost of shares held directly (ireasury shares)
is also deducted from retained eamings. :

w Provisions
A provision is recognised when there is a probable legal or constructive obligation as a result of a past event and e reliable estimate
can be made of the outfiow of economic resgurces that will ba required to settle the obligation.

x Netdebt
Net debt is defined as cash and cash equivalents, net of interest bearing loans and bormowings.

y Dividends
Dividends are recognised as a liablity in the period in which they are declared.

z Discontinued operations

In 2007 Filtrona disposed of Globalpack and this has bean classified as a discontinued operation in accordance with IFRS 5: Non-
current assels held for sale and discontinued operations. The profit after tax of Globalpack, including profit on disposal, is disclosed
as a singe fine in the INcome statement and similary the cash flows aiso disclosed as a single ling In each of 1he categories in the
statemnent of cash flows. The comparative income statement and statement of cash fliows have besn restated as il Globalpack had
been discontinued from 1 January 2008.
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Critical accounting policies

The following provides information on thosa policies thal management considers critical because of the level of judgement and
astimation required which often involves assumptions regarding future events which can vary from what is anticipated. The Directors
believe that the financial statements reflect appropriate judgements and estimates and provide a true and fair view of Fiftrona's
performance and financial position.

i Pensions

Fittrona accounts for its defined benafil pension schemes in accordance with IAS 19 (revised). The application of 1AS 19 {revised)
requires the exercise of judgement in retation to the assumptions used (see nole 18) and for each assumption there is a range of
possible outcomes. In consuttation with Filtrona’s actuaries, management decides the point within those ranges that most
apprapriately reflacts Filtrona's circumstances, Small changes to these assumptions can have a significant impact on valuations.

ii Intangible assets

IFRS 3: Busingss combinations requires the identification of acquired Intangible assets as part of a business combination. The
methods used to value such intangible assets require the use of estimates. Future results are impacled by the amortisation periods
adopted and changes to the estimated useful lives would result in different eflects on the income statement,

Goodwill is not amortised but is tested annually for impaiment. Tests for impairment are based on discounted cash flows and
assumptions {including discount rates, timing and growth prospects) which are inherently subjective.

iii Taxation

Filtrona is required to use management judgement to estimate the corporate tax in each of the jurisdictions in which it operates.
This requires an estimate of the current tax fiability together with an assessment of the temporary ditferences which anse as a
consequence of different accounting and tax treatrments.

iv Provisions

Filtrona's provisions are based on management's best estimate of exposure based on currently available information. By their nature
these provisions are judgemsntal.
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1. Risk management

Fitrona's activities expose the business 1o a number of key risks which have the potential to affect its ability to achieve its business
objectives. The principal risks faced by Fitrona and management's responsa thereto are summarised in the Business Revigw on
pages 24 to 25.

The Board has overall responsibility for Filtrona's system of intermal control and risk management and for reviewing ths effectiveness
of this system. Such a system can only be designed to manage, rather than efiminate, the risk of failure to achieve business objectives
and can therefore only provide reasonable, and not absolute, assurance against material misstaternent or loss.

Fitrona has a centralised treasury department to manage funding, liquidity and exposure to interest rate and foreign exchange risk,
Treasury policies are approved by the Board and cover the nature of the exposure to be hadged, the types of derivatives that may be
employed and the criteria for investing and borrowing cash. Filtrona uses derivatives only to manage currency and interest rate risk
arising from undertying business activities. No transactions of a speculalive nature are undertaken. The treasury department is subject
1o periodic independent reviews by the intemal audit department. Underlying policy assumptions and activities are reviewed by the
Executive Directors.

Controls ovar exposure changes and transaction authenticity are in place and dealings are restricted to those banks with the relevant
combination of geographic presence, expertise and suitable credit rating.

The following describes Fittrona's financial risk exposure and management from a quantitative and qualitative perspective.

Credit risk

Credil risk is the risk of financial loss if a customer or counterparty to a financial asset or liability fails to meet its contractual
obligations, and arises principally from trade receivables. Filtrona has no significant individual concentrations of credit risk.
The following is an overview of how Filtrona manages its credil risk exposures.

Trade and other receivables

Fiitrona's exposure to credit risk is driven by the profila of its customers. This is influenced by the demographics of the customer base,
including the industry and country in which customers operate, which is wide and diverse. Flltrona monitors significant customers'
credit limits and thera Is an allowance for impairment that represents the estimate of potential losses in respect of trade and other
recaivables. The components of this allowance are a specific allowance for individuat [0sses and a coflective allowance for losses

that have been incurred but not yet identified. The collective allowance is determined based on historical experience.

Trade and other receivables are generafly due from customers who are unlikely 10 seek credit ratings as part of their normal course
of business. The following table provides information on the trads and other receivables credit risk exposure.

2007 2005
om £m

Not impaired or past due: :
New customers {less than one year) 4.6 a7
Existing customers (more than one year) with no defaults in the past 451 55.8
1-30 days past due not impaired 10.0 10
31-60 days past due not impaired 1.7 18
61-90 days past due not impaired 0.7 06
More than 90 days pas! due not impaired 05 09
impaired 1.0 10
63.6 74.8

Trade and other receivables carried at £79.8m (2006: £81.1m) include prepayments and accrued income of £5.6m (2006: £6.3m)
which are not financial assets. Therefore, these amounts are excluded from the above analysis. Trade and other receivables also
include deterred consideration of £10.6m (2008: £nif} due from the kavema Group for the purchase of the Globalpack business.
This amourt is also excluded as it is included in the credit ralings analysis below.
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1. Risk management continued
During the year impairment losses on trade and other receivables of £0.6m (2008: £0.2m) have been recognised within net

operating expense,

Derivative assets
Cradit risk with respect to derivatives is controlled by limiting transactions to major banking counterparties where internationally
agreed standard form documentation exists, The credit ratings of these counterparties are monitored.

Cash and cash equivalents

Credit risk relating to cash and cash equivalents is monitored daily, on a counterparty by counterparty basis. The credit limits imposed
specify the maximum amount of cash which can be invested in or with any single counterparty. These limits are determined by
geographic presence, expertise and credit rating. Filtrona monitors the credit ratings of counterparties.

The following credit risk table provides information regarding the credit risk exposure of Flitrona by classifying deferred consideration,
derivative assets and cash and cash equivalents according to credit ratings of the counterparties, AAA is the highest possible rating
and all of the assets are neither Impaired nor past due.

AAA AA A B33 BB a hat e Taial
(Rl

Deferred consideration - 106 - - - - - 10.6
Derivative assels - 0.2 - - - - 0.2
Cash and cash equivalents (4R M4 9.4 16 01 0.4 08 238

ot el

T

Derivalive assets - 0.2 - - ~ - - 02
Cash and cash equivalents 0.4 9.8 8.2 1.4 01 04 0.7 20.7
01 10.0 8.2 14 0.1 0.4 0.7 209

Fitrona's maximum credit risk exposure is £98.2m {2006: £85.7m) and no collateral is held against this amount {2006: £nil).

Market risk
Market risk is the risk that changes in foreign exchange rates and interest rates will affect income or the value of financial assets and

liabifities. Filtrona has produced a sensitivity anglysis that shows the estimated change to the income statement o equity of either an
increase or decrease of 100 basis points (bp’) in market interest rates or a 5% weakening or strengthening in sterting against all other
currencies. The amounts generated from the sensilivity analysis are estimates and actual results in the future may matenially differ.

Filtrona is exposed to two typas of market risk; currency risk and interest rate risk.
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1. Risk management continued

Currency risk

Filtrona publishes its consolidated financial statements in sterfing but conducts business In several foreign currencies. Therelore
it is subject to currency risk due to exchange rate movements which atfect the transiation of resutts and underlying net assets
of its operalions and their ransaction costs.

Hedge of net investment in foreign operations

The majority of Fittrona's net assets arg in currencies other than sterling. Filtrona’s policy is to eliminate approximately 100% of the
impact on shareholders’ funds from transiation exposure to US dollars and euros by borrowing in those currencies and by using
forward foreign exchange contracts. Throughout the year borrowings were primarily held in US dollars and stering.

Transaction exposure hedging

The majority of Fillrona’s transactions are ¢arried out in the functional currencies of its operations and so transaction exposure is
limited. However, where they do occur, Filtrona’s policy is to hedge 100% of the exposures as soon as they are committed cash flows
using forward foreign exchange contracts for a period between three and six months,

The following table shows Filtrona's sensitivity 1o a 5% weakening or a 5% strengthening in sterling agalnst ali currencies. To calculate
the impact on the income statement for the year all curmencies’ average rates have been Increased or decreased by 5%. The
translational effect on equity is imited as all US dollar and euro exposure is fully hedged. Accordingly the effect on equity is calculated
by increasing or decreasing the closing rate of all currencies, except US dollar and euro, by 5%. it is assumed that all net investment
and cash fiow hedges will be 100% effective.

2007 2006

5% 5% bu 5

weakening stringthening vedhenyy  Siegnphenag
in sterling msierhing i sterhing L stenng
£m em tm tm

Impact on tha Income statement — gainfloss) 1.9 (1.8) 1.8 (1.8}
Impact on equity - gain/{loss) 4.0 (3.7) 46 @)

Interest rate risk
Fitrona’s stralegy is to ensure with a reasonable amount of certainty that at least 50% of tha overall net finance expense is protected
against material adverse movements in interest rates using interest rate swaps and caps.

The following table shows Filtrona's sensitivity to a 100bp decrease or a 100bp increase in sterling, US doflar and guro interest rates.
To calcutate the impact on the income statement for the year the interest rates on ali extemal interest bearing loans and deposits have
been increased or decreased by 100bp, and the resulting increase or decrease In the net interest charge has been adjusted for the
effect of Filtrona's interast rate desivatives. The effect on equity includes the above impact on the income statsment and the impact of
a 100bp decrease or increase in interest rates on the market values of Filtrona's interest rate derivatives. The impact on derivatives is
estimated by discounting the future cash flows to net present values using appropriate market rates prevailing at the year end.

2007 2006

t00bp 100Dp WOChp 10000

deerease in increase in QeCrense vt A% Q1

interest rates inN:rcs: ales Judvestiaies nierest nies

fm m fm Tm

Impact on the income staternent — gainfloss) 1.0 0.7} 1.2 (1.1
Impact on equity - gain/flloss) 07 0.3) 07 {0.3)

See note 14 for Interest rate disclosure on loans and borrowings.
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Liquidity risk

Liquidity risk is the risk that Flttrona, although solvent, either does not have available sufficient financial resources to enable it to meet
its obligations as they fall due, or can secure them only at excessive cosl.

Filtrona's objective is to maintain a balance between continuity of funding and flexibiity. Filtrona is funded by a multi-currancy
syndicated facility from its bankers. The syndicated facility matures in May 2010, At 31 December 2007 the avallable bank facilities
totalled £215.0m of which £157.8m was drawn down. In eddition, uncommitted and cverdraft facilities are maintained to provide
short-tarm flexibility.

Fittrona's avallable undrawn committed facilities at 31 December were:

Expiring within ane year - -
Expiring after one but within two years - -
Expiring after two years 57.2 q7.2

57.2 97.2

AnyloansdrawnontheseracilitieswouldbearlnterestatﬂoaﬁrvgmleswithreferencemUEORforﬂEwnencyandpedodofmeban.

The maturity of Filtrona's financial fabilities is analysed below.

1-2y1s 2-5yrs

m £m
Unsecured bank loans 1.0 - 157.8 158.8 01 01 1178 118.0
Unsecured non-bank loan - - - - 0.5 - - 0.8
Bank overdraits 0.2 - - 0.2 1.0 - - 1.0
Derivative liabilities 1.8 - - 1.8 0.3 - - 0.3
Trade and other payables N7y - - N7 48.0 - - 48.0
4.7 - 157.8 202.5 49.9 0.1 1178 167.8

Trade and other payables carried at £65.0m (2006: £65.0m) include accruals and deferred income of £23.3m (2006: £17.0m) which
are not financial liabiities. Thersfore, these amounts are excluded from the above analysis.

All trade and other payables are due to be settled in less than six months,
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1. Risk management ¢continued
Total financial assets and liabilities
The table below sets out Filtrona's accounting categories and fair value for each class of financial asset and liability.

2007

2006

Dusignated L Dans angt Amgrtised Total corryn‘y Coswaicet Leons ad Ampihse!  Toia carrydwy

at tair value  rec@ivalides cost and fan value RIERLR T G ol es cosi
m m tm L fn Cm Tm

I AR RN
fm

Trade and other receivables - 74.2 - 74.2 - 74.8 - 748
Derivative assets 0.2 - - 0.2 0.2 - - 0.2
Cash and cash equivalents - 238 - 23.8 - 0.7 - 20.7

Interest bearing loans
and bormowings - - (158.8) (158.8} - - (118.5 {(118.5)
Bank overdrafis - - 0.2} 0.2} - - (1.0) (1.0
Derivative liabilities (1.8) - - (1.8) 0.3 - - {0.3)
Trade and other payables - - {41.7) {41.7) - - {48.0) 48.0)
(1.6) 98.0 200.7y (104.9) 0.1 95.5 (167.5) 721

Capital structure

Fitrona's objective when managing its capital structure is to safeguard Hs ability to continue as a golng concern, so thatit can

continue to providas retumns for shareholders and benefits for other stakeholders.

Filtrona sets the amount of capital in proportion to risk. Flitrona manages the capital structure and makes adjustments to it in the light
of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, Filtrona may return capital to shareholders, through dividends and share buy backs as it did in 2007, issue new shares or

sell assets to reduce debt.

Fittrona monitors its capital stucture on the basis of the medium-term net debt-to-EBITDA rati. EBITDA is defined as operating profit
before depreciation, share option expenss, intangible amortisation and restructuring costs from continuing operations. During 2007,
Filtrona's strategy, which was unchanged from 2006, was to maintain the madium-term net debt-to-EBITDA ratio In the range 1.010
2.5. The net debt-to-EBITDA ratios at 31 December were:

Net debt n 135.2 9g.8
Operating profit befora intangible amortisation and restructuring costs 64.4 59.2
Plus depreciation 3 20.4 207
Plus share option expense 18 1.7 1.2
EBFTDA 86.5 811
Net dabt-to- EBITDA ratio 1.56 1.22

Amounts drawn by Fiitrona on its committed facilitiss are subject to standard banking covenants.
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2. Segment analysis
' Fitrona comprises the following business segrments:

= Plastic Technologies produces, sources and distributes protection and finishing products, self-adhesive tear tape and ¢erlain
| security products as well as proprietary and customised plastic extrusions.

Fibre Technologies focuses on the production and supply of special filters for cigarettes and bonded fibre products such as
reservoirs and wicks for writing instruments and printers, household products and medical devices.

Business segments

Pilastic Filgre Centra) Conlimung  [iscontiraad

Techrologies Techno'ogics Services openiions aperatons
fin £m fm fm
Revenue 265.8 2284 - 494.2 14,0 508.2
Operating profitloss) before intangible amortisation
| and restructuring cosis 418 316 (8.8) 64.4 18 66.2
Intangible amortisation 1.4} {0.9) - 1.5 - (1.5
Restructuring costs (0.8} {4.2) - 5.0) - (5.0
, Operating profit/floss) 39.4 273 (8.8) 579 1.8 59.7
| Segmen! assels 163.8 1311 106 305.5 - 305.5
Intangible assets 839 3.3 - 87.2 - 87.2
Unallocated items 26.8 26.8 26.8
Total assets 247.7 1344 374 419.5 - 419.5
Segment abilities 32.2 26.6 7.2 66.0 57 7.7
Unallocated items 2077 207.7 207.7
Total liabilities 32.2 26.6 214.9 213.7 5.7 279.4
Other segment items
Capital expenditure 147 10.3 - 25.0 27 217
Depreciation nz 8.5 0.2 204 1.2 21.6
| Closing number of smployees 2,457 2172 37 4,666 - 4,666
Average number of employees 2,474 2,253 37 4,764 358 5122

1 Central Services includes group acoounts, tax, treasury, lega), intema audit, corporate davelopmend, human resources, information technology and other
sarvices pravided centraly 1o support the busingss sagments
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2. Segment analysis continued

Aeslatey
2006
Pasic F.twe Cuntra’

Technooges  Technc'ofi €5 Serates apera ors et Toial

T fin e £m fm

Revenue 2624 2547 - 5171 271 5442
Oparating profit{loss) before intangible amortisation 390 281 (7.9 59.2 2.4 618
Intangible amortisation {0.8) {0.1) - {0.9) - {0.9)
Qperating profit/floss) 38.2 28.0 {7.9) 58.3 24 60.7
Segment assets 151.5 138.1 1.2 201.8 23.5 315.3
Intanglble assets 56.3 32 - 59.5 - §9.5
Unallocated itams 229 229 229
Total assels 2078 1423 241 374.2 235 397.7
Segment liabiiities 327 20.1 87 68.5 30 s
Unallocated items 177.5 1775 1775
Total ligbilities 27 291 184.2 246.0 3.0 2490

Other segment items

Capital expenditure 19.2 128 02 323 20 34.3
Depreciation 1.4 9.0 0.3 20.7 2.2 229
Closing number of employees 2339 2413 3 4,785 820 5,605
Average number of employees 2,204 2,385 33 472 761 5473

+ Central Sorvices includes group accounts, lax, reasury, legal. internal audit, corporate development, human resowurces, information technology and other
services provided centrally ta support the business segments

Inter-segrent sales are not significant in either year. Continuing operations' net finance expensa of £6.2m (2006: £6.1m) and income
tax expansa of £17.6m (2006: £17.7m} cannot be meaningfully allocated by segment. The majorily of unallocated assets relate to cash
and cash equivatents and the majority of unaflocated liabilities relate to interest bearing loans and bormowings, retirement benefit
obligations, deferred tax lizbilities, bank overdrafts and income tax payable.

Geographic segments

2007
Hevarnue by Scgment Iatangitale Capstal
dergtindugn AS5eS assets esponddug
£m £m €m tm
Europe 2001 141.6 421 10.3
North America 1976 161 44.9 10.1
Res! of World 96.5 478 0.2 4.6
494.2 305.5 87.2 25.0

Unallocated items 26.8
Continuing operations 494.2 323 87.2 25.0
Discontinued operations 14.0 - - 2.7
508.2 332.3 87.2 a7
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2. Segment analysis continued

Reslaco
2006
Remorug by Sexprent [ H]
CSINANCT a5s8t5 e oendiwe
X i T Cin
Europs 191.7 128.3 40.0 14.7
North America 215.6 115.6 19.2 11.6
Rest of World 106.8 47.9 0.3 6.0
5171 2018 59.5 32.3

Unallocated items 229
Continuing operations 517.1 314.7 59.5 323
Discontinued operations 271 235 - 20

544.2 338.2 59.5 34.3

3. Net operating expense

Continuing operations

Changes in irventories of finished goods and work-in-progress (1.6 04

Raw materials and consumables 2170 240.9

Parsonne! expense (note 6) 19.5 121,2

Depreciation and other amounts written off property, plant and equipment 204 207

Amortisation and other amounts written off intangible assets 1.9 08
Restructuring costs 5.0 -
Hire of plant and machinery — rentals payabie under operating leasas 0.8 06
Fair value hedging instrument losses/{gains) 0.4 {0.3)
Fair value hedged items (gains)losses (0.4) 03
Other operating expenssas 73.7 74.4
Net operating expense 436.3 458.8

Filtrona's cash flow hadges and hedges of net investments were entlrely effective, as defined by IAS 38, and therefore no hedge
inatectivenass has bean recognised in net operating expense in 2007 (2006: tnil).
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3. Net operating expense continued
Auditor’s remuneration

Audit of these financial statements i 0.2 02
Audtt of financial statements of subsidiarigs pursuant 1o legislation 0.8 0.6
Total audit fees 0.8 0.8
Other sarvices pursuant to such legistation i 01 04
Other servicas relating 10 tax W 0.8 (R
Senvices relating to corporate finance transactions entered into or proposed to be entered

into by or on behalf of the Company or the Group i 0.1 0.3
Total non-audit fees v 0.8 05
Total fees 1.8 1.3
Notes

1 Inchuxdies remuneration and expenses jor the audit of the Company tor the year of £4,238 (2006: £4,115)

i Foos for other services pursuant to such logislation related principally t¢ the review of the interim inancial statements

i Other services relating 1o 1ax ara fees paid jor tax compliance sorvices and 1ax advice

v The Company beligves that, given their detalled knowledga of Fitrona's operations, lts structure and accounting policles and the impontance of carrying out
delailed due difgance as part of the acquisition process, it is appropriate for certain audit-retated work to be camed out by the Comparny's audilor rather than
another firm of accountants, The Audit Commilles, which consists of independent Non-executive Directors, reviews and appioves the level and nalure of
non-audit work which the aucitor performs, including the fees pald for such work, thus ensuring that their objeciivity and Independencs is nol compromised

v £0.8m (2006: £0.4m) of the total non-audit iees wers charged in the UK

vi Foees ol £20,575 (2006: £23,000) wera paid in retation to the audit of the Filtrona pension schemes

4, Netfinance expense

Hestaralt

2056
fin

Continuing operations

Finance income

Bank deposits 0.4 07

Unwind of discount on Globalpack deferred consideration 04 -

Cther finance income 0.1 01

Expected retum on pension scheme assats (note 18} 8.7 77

9.6 85

Finance expense

Loans and overdrafts (7.2) A}

Other finance expense 0.2) -

Interest on pension scheme liabilities {note 18) (8.4) {7.5)
(15.8) {14.6)

Net finance expense 6.2} 6.1)
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Income tax expense
e
2007 ol
£m L
hntinuing operations

pmponents of tax expense:
rrent tax 23.8 21.2
ior years' tax (1.0 (1.7
bubte tax reflef (5.7) 2.4)
pfemed tax {note 16) 0.5 06
come tax expense 17.6 177

' come tax expanse in the UK is £2.0m {2006: £2.4m).

' actors affecting income tax expense for the year
' trona operates across the world and is subject to income tax in many different jurisdictions. Fittrona calculates its average expected
bx rate as a weighted average of the national corporate income tax rates in the tax jurisdictions in which it operates.

‘ Rentaiett

| 2007 2CCh
Em i
ontinuing cperations
Profit before tax 5.7 522
ax al weighted average {2007: 32.5%; 2006: 33.0%) 16.8 17.2
ffects of:
Permanent disallowablas 0.3 0.8
Oversaas state and local tax 0.7 0.8
Unrelieved tax losses 0.4 0.2
Prior year adjustments (1.0) .7
Other items 0.4 0.4
| ncome tax expense 176 17.7
i 5. Personnel expense
R sluaied)
2007 )
fm fm
: Continuing operations
| Wages and salaries 101.0 103.8
- Social security expenss 10.6 10.8
Penslon expense (note 18) 6.2 54
Share option expense (note 18) 17 1.2
119.5 121.2

The Report of the Remuneration Committee on pages 38 to 48 sets out information on Directors’ remuneration.
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6. Personnel expense continued
Key management remuneration

2007 2006
im T

Continuing operations
1.8 16
Bonus 0.6 05
Benefils 0.5 0.4
2.9 2.5

Filtrona considers key management personne! to be the members of the Global Executive. The amounts disclosed are on the same
basis as those used to determine the relevant amounts disclosed in the Report of the Remuneration Committee.

7. Earnings per share

Hesiaied
00

Cm

Continuing operations

Eamings attributable to equity holders of Filtrona pic 33.0 335
Adjustment* 43 0.6
Adjusted eamings 37.3 341
Discontinued operations

Eamings attributable 1o equity hoiders of Filtrona plic 1.1 1.0
Basic waighted average ordinary shares In issue (million) 216.3 2188
Dilutive effect of employee share option plans {rmillion) 2.2 1.8
Dituted weighted average ordinary shares {million) 218.5 220.6
Continuing operations

Basic eamings per share 15.3p 15.3p
Adjustment” 1.9p 0.3p
Adjusted earnings per share 17.2p 15.6p
Diluted basic earnings per share 15.1p 15.1p
Diluted adjusted eamings per share 17.1p 15.5p
Discontinued operations

Basic eamings per share 0.5p 0.5p
Diluted basic earnings per share Q.5p 0.5p

Adjusted eamings per share is provided to reflect the underlying samings performance of Filtrona.

The basic weighted average number of ordinary shares In issue exciudes shares held in treasury and shares held by an employee
benefit trust,

* The adjustment relates to intangible amoriisation and restructuring costs [2006: imangible amoriisation} less tax rafief a1 34.0% {2006: 34.0%) theroon
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8. Property, plant and equipment

—— e —

Fiztures,

Land and Plantand  Aitlings and
buitdings machinery equ:pment
fm |

Cost
Beginning of year 58.1 274 40.5 370.0
i Acquisitions 26 0.3 01 3.0
. Divestment of Globalpack (1.6) {30.4) (3.9) (35.9)
Additions 3.2 209 38 an7
Disposals 0.3) 6.3) (2.1} 8.7
Restructuring {0.7) (1.5 (0.3) {2.5)
Currency translation 1.0 34 1.0 5.4
End of year 62.3 257.9 38.9 359.0
Depreciation
Beginning of year 13.0 150.8 278 191.6
Expensa in year 13 16.5 a8 218
Divestment of Globalpack {0.4) (15.8) {2.2) (18.4)
Disposals ©.3) 5.6) (2.0} (7.9)
Restructuring ©.6) (11) {0.2) (1.9)
Currgncy iransiation 0.4 25 0.4 3.3
End of year 13.4 147.3 278 188.3
Net book value at end of year 48.9 110.5 1.3 170.7

Landt ang
b kiegGs
m

. Cost .

Beginning of year 59.2 2671 408 367.2

Acquisitions - 01 - (1]

Divestrnent - .7 0.2 09
Additions 39 270 34 34.3
Disposals (1.5) 4.8 (1.5) (7.8}
Cumency transiation (3.5) (17.3) 21) (22.9)
End of year 581 274 405 3700
Depreciation

Beginning of year 127 1473 26.7 186.7
Expense in year 1.5 176 38 229
Divastment - on 0.2 0.9
Disposals {0.4) {4.4) (1.5} {8.3)
Currency translation {0.8) 9.0) (1. {10.8}
End of year 13.0 150.8 278 1916
Net book value at end of year 451 120.6 127 178.4
Nat book value at beginning of year 46.5 119.8 14.2 180.5
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8. Intangible assets

Goodwill

Net book value

Beginning of year 40.3 433

Acquisitions (note 23) 124 -
Currency translation 1.1 3.0
End of year 53.8 40.3

Customer relationships

Cost

Beglnning of year 214 21.0

Acquisitions (note 23) 14.1 06

Currancy transiation 1.8 (0.2}
End of year 37.3 214

Amontisation

Beginning of year 2.2 1.3
Expense in year 1.5 0.9
Currency transiation 0.2 -
End of year 3.9 2.2

Net book value at end of year 33.4 19.2

Net book value at beginning of year 19.2 19.7

Total net book vatue of intangible assets at end of year 87.2 59.5

Filtrona tests intangible assets annually for impairment, or more frequently if there are indications that they ara impaired. Intangible
assels are allocated 10 cash generaling units and a discounted cash fiow analysis is computed to compare discounted estimated
future operating cash flows to the net carrying valua of each business, as disqussed in the Business Review. The analysis is based
on forecast cash flows, with zerp growth used to determine terminal values. The estimated cash flows are discounted using Filtrona's
welghted average cost of capital and any impairments identified are charged to the incomse statement. The test is dependent on
management estimates and judgements, in particular in relation to the forecasting of future cash flows, and the discount rate

applied to these cash flows.

10. Inventories

207 2006
Lm fm

Raw materials and consumables 1.9 239
Work-In-progress 2.6 KN
Finished goods and goods for resale 30.7 28.7
56.2 55.7

tnventories held at net realisable value and amounts recognised as income from the reversal of iImpairments were not significant,
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11. Trade and other receivables

Non-current assets

Other receivables 8.1 -

Current assets

Trade receivables 56.3 68.2

Other recaivables 9.8 6.8

Prepayments and accrued income 5.6 6.3
7.7 811

Total trade and other receivables 79.8 814

Other receivables include an amount of £10.6m (2008: £nif) due from the Itavema Group for the purchase of the Globalpack business.

12. Cash and cash equivalents

Bank balances 23.8 18.3
Short-term bank deposits not repayabls on demand - 24
Cash and cash equivalents 23.8 207
Bank overdrafts (0.2 (1.0
Cash and cash equivalents in the statement of cash flows 23.6 18.7

13. Trade and other payables

2007 2006

tm m

Trade payables 33.2 38.1
Other tax and social security contributions 3.0 3.2
Other payables 5.5 6.7
Accruals and deferred income 233 17.0
65.0 65.0

14. interest bearing loans and borrowings

Non-current liabilitias

Unsecured bank loans 157.8 1179

Current liabilities

Unsecured bank loans 1.0 o1

Unsecured non-bank loan - 0.9
1.0 0.6

All debt must be repaid no later than May 2010,

g
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14. Interest bearing loans and borrowings conlinued

At 31 December 2007, the majority of Fiitrona’s interest bearing loans and borrowings were at floating rates of interest set with
referance to LIBOR for periods ranging from seven days to three months. £30m and up to US$75m of net debt was protected
from adverse movements in interest rates with interast rate caps for a period of 23 months. On 24 February 2006 the interest
rate on US$40m of net debt was effectively fixed at 5.1775% with an interest rate swap for a period of two years. With effect from
24 Novernber 2006 the interest rate on a further US$30m of net debt was effectively fixed at 5.4313% with an interest rate swap
for a period of two years. On 31 July 2007 and with effect from 21 November 2008 the interest rate on a further USE30m of net
dabt was effeclively fixed at 5.3935% for a period of one year, extending to Novemnber 2009,

At 31 December 2006, the majority of Filtrona's interest bearing loans and borrowings were at floating rates of interest set with
relerence 1o LIBOR for pariods ranging from seven days 1o three months. €30m and up to US$65m of net debt was protected
from adverse movements in interest rates with interest rate caps for a period of 20 months.

After 1aking into account foreign exchange swaps, the currency and interest rate profile of Filtrona’s financial assets and liabilities
is as follows:

Impact ot Irmpzich ol
toreign {oreign
Floating Mon-inlerest exchange Floatng  MNoranienest e«change
rale bealing SWips Tolal ¢ teanng SWaps
£m £m tm s fin m Tin
Assets
Sterling - - 6.8 19.8 26.6 - 34 89 - 12.3
US dollar - 70 39.2 m.mn 4.5 - 5.0 272 - 322
Euro - 6.4 15.9 {7.4) 14.9 - 43 201 - 24.4
Other - 10.4 12.3 0.5) 22,2 - 8.0 18.6 - 26.6
- 238 74,2 0.2 98,2 - 207 748 - 95.5
Liabilities
Sterling - 51.5 6.5 (60.2) (2.2) - 31 7.5 61.3) (22.7)
US doflar 35.2 7.3 19.8 49 131.2 357 52.5 23.4 95 1211
Euro - 04 81 56.8 ©5.0 - D2 108 52.1 62.8
Other - 0g 7.6 - 8.5 - - 6.6 - 6.6
35.2 123.8 42.0 1.5 202.5 35.7 83.8 48.0 0.3 167.8
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15. Derivatives
Filtrona uses derivalives 1o hedge its exposure to foreign exchange and interest rate risks arising from operational, financing and
tnvastment activiliss. In accordance with its treasury policy, Filtrona does not hold or issus derivatives for trading purpeses.

Assats Liabilities

Contractual Contractual

or nohonal or notianal

Far valus ampuns Fair va'ues angunis
€m fm i T

At 31 December 2007

Fair value hedges

Forward foreign exchange contracls 0.2 5.5 ©.5) 200

Cash flow hgdges

Forward foreign exchange contracts - 0.4 - 1.3

Interest rate swaps - 201 {0.3) 30.2

Hedges of net investments

Cross currency swaps - 16 {1.0) 59.8
0.2 276 (1.8) 1.2

Assels

Contruttual

cr notona!
Farvaues ATOUNS Far values
£ om tm

Al 31 December 2006

Fair value hedges

Forward foreign exchange contracts - 16 - 9.7
Cash flow hedges

Forward foreign exchange contracts - 18 - 25
Interest rate swaps 0.2 358 - -
Hedges of net invesiments

Cross cumency swaps - 44 {0.3) 57.2

0.2 437 {0.3) 69.4
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15. Derivatives continued
Fair valus hedges are hedges of the currency risk exposure to changes in the fair value of recognised assets or liabilities or a
previously unrecognised firm commitment to buy or sell assets al a fixed price,

Cash flow hedges are hedges of the cumrency and interest rate risk exposure to vaniabilty in cash flows.

Hadges of nel investmants are hedges of the cumency risk exposure to changes in the fair value of recognised Investments
in foreign operalions.

Fair values of forward foreign exchange ¢ontracts and cross currency swaps have been calculated at year end forward exchange
rates compared o contracted rates. Fair values of interest rate swaps have been calculated by discounting cash flows at forward
rates. All other financial assets, classified as ‘loans and receivables’, and financial llabilities, classified as ‘amortised cost’, are held
at amortised cost and have shon terms to maturity, For this reason, their carmying amounis at the reporting date approximate the
fair values.

The net fair value gains on open forward foreign exchange contracts thal hedge foreign currency risk of anticipated future sales and
purchases will be transterred to the income statement when the forecast sales and purchases ocour. With the exception of the recelpt
of the Globalpack disposal consideration from the ttaverna Group all of the hedged transactions are expected to occur over the next
12 months. With the exception of the consideration discussed above and the interest rate swaps discussed in note 14 all other
derivativa instruments mature within the naxt 12 months.

Filtrona has US dollar denominated borrowings and US dollar and auro currency swaps which it has designated as hedges of its net
investments in subsidiary undertakings. The exchange gains of £0.8m (2006: gains of £15.5m) on these borrowings and the gains of
£0.4m {2006: gains of £2.1m) on the US dollar currency swaps and losses of £4.4m (2006: gains of £0.8m) on euro currency swaps
have been recognised in reserves.

Finance income and expense arising on financial assets and financial liabilities held at amortised cost are those amounts, excluding

the expected retum on pension scheme assets and interest on pension scheme liabilities, detaited in note 4. The only losses
recognised on financial assets held at amortised cost are those detailed as impairment lossas in note 1.

16. Deferred tax
Delerred iax assets and liabilities are attributable to the following:

Asscls Liabsises Laltabies

€m tm Cin
Property, plant and equipment (1.8} 13.7 1.9 {0.6) 7.8 17.2
Intangible assets - 8.7 8.7 - 7.2 72
Employee benefits (6.7} - 6.7 (10.0) - (10.0)
Other 3.7 1.8 {1.9) (3.8) 0.7 3.1
Tax (assets)/liabilities (12.2) 24,2 12.0 (14.4) 25,7 1.3
Sel off of tax 1.9 (11.9) - 141 (14.1) -
Net tax (assets)liabilities (0.3) 12.3 120 (0.3) 116 1.3
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16. Deferred tax continued
Movaments in temporary differences in the year:

Beginning of year 1.3 9.8
Charge to the income statement in respect of current year (note 5) 0.5 06
Charge to the income staterment in respect of current year — discontinued operations - 04
{Creditycharge to the income statement in respect of prior years {0.5) 09
Charge to reserves on movements on defined benefit pension schemes 24 07
Acquisitions (note 23) {0.3) -
Divestrment of Globalpack 0.8) -
Currency translation . 0.4 {0.8)
End of year 12.0 1.3

No deferred tax liabity is provided in respect of any future remittance of eamings of foreign subsidiaries where Filtrona is able to
control tha remittance of eamings and Ht is probable that such earnings will not be remitted in the foreseeable future, or where no
fiabllity would arise on the remittance. Deferred tax assets of £1.9m (2006: £0.7m} have not been recognised where their realisation
is not considered probabie. These assets include capital tosses of £0.6m (2006: £0.7m) and other temporary differences of £1.3m
(2006: £nif),

17. Provisions

Drscontinued
T

Movements
Beginning of year - 57 5.7
Provisions made during the year - 25 25
Provisions reversed during the year - 2.3 {2.9)
Acquisitions {note 23) - 0.2 0.2
Reclassified to working capital - 2.2 (2.2)
Reclassified to employee benefits (note 18) - (0.6} (0.6)
Utilised N (2.4 (3.1
Charged against discontinued operations 6.4 - 6.4
End of year 57 0.9 6.6
Non-current 37 0.8 4.5
Current 20 01 21
5.7 0.9 6.6

Discontinued provisions relate to warranties made on the disposal of Globalpack. Other provisions relate primarily to vacant properties
and employees’ compensation claims. Non-current provisions are generally long-term in nature with the timing of utilisation uncertain.
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17. Provisions continued

206
fim
Movements
Beginning of year 75
Acquisitions 03
Utfised 20
Currency transtation {01}
End of year 5.7
Non-current 27
Curert 30
5.7

Provisions redate primarily to vacan properties and employess’ compensation claims. Non-current provisions are generally long-term
in nature with the timing of utilisation uncertain.

18. Employee benefits
Post-retirement benefits
Trustees administer the schemes and the assels are held independentty from Filtrona.

Pension costs of the defined benefit schemes are assessed In accordance with the advice of independent professionally quatified
actuaries. Full triennial actuarial valuations were carriad out on the principal European defined benefit schemes as at 5 April 2006 and
annual actuarial valuations are performed on the principal US defined banafit schemes. The assets and liabilities of the defined benefit
schemes have been updated 1o the balance shest date from the most recent actuarial vatuations taking account of the investment
retums achieved by the schemes and the level of contributions.

Contributions to all schemes arg determined In line with actuarial advice, local conditions and practices. Defined bensfit contributions

in 2008 are expected to be £8.6m, which consists of payments to fund future service accruals and coniributions to amortise the
deficit in respect of past servica.
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18. Employee benefits continued
The amounts Included in the consolidated financial stalements in respect of arrangemants in Europe and the US are as follows:

Amounts charged to operating profit

Defined contribution schemes (note 6) 28 22
Defined benefit schemes:
Sarvice cost {note 6) 34 32
Curtailment gain recognised within restructuring costs (0.1) -
Total operating expense 6.1 5.4
Amounts included as finance (income)/expense
Expected retum on scheme assets (nots 4) 8.7) (7.7)
Interest on schema liabilities (note 4) 8.4 75
Net financial retum {0.3) 0.2)
Amounts recognised in the statement of recognised income and expense
Actual return lass expected ratum on scheme assets (0.3) 5.5
Impact of changes in assumptions relating 1o the present value of schems liabilities 7.2 3.3
Actuarial gain 6.9 2.2

The principal assumptions used by the independent qualifled actuaries for the purposes of IAS 19 (revised} were:

Europe Cu-ops
Rate of increase in salaries 4.20% 4.00% 3.90% 4,00%
Rate of increase in pensions 3.20% n/a” 2.90% n/a*
Discoun rate 5.60% 6.00% 5.00% 5.75%
Inflation rate 3.20% n/a* 2.90% n/a’
Expected return on scheme assels 6.20% 8.50% 6.10% 8.30%
* not applicable

The assumptions used by the actuaries are the estimates chosen from a range of possible acluarial assumptions which, due to the
timescale covered, may not be bome out in practice.
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18. Employee benefits continued
The life expectancy assumptions used to estimate defined benefil obligations al the year end are:

Male retiring today ai age 65 1.8 18.2 21.8 181

Female retiring today at age 65 24.7 20.5 247 204
Male retiring in 20 years &t ags 65 23.0 18.2 230 18.1
Femnate retiring in 20 years at age 65 25.8 20.5 25.8 204

The fair valus of scherme assets, which are not intended to be realised in the short-term and may be subject 10 significant change
before they are realised, and the present value of the scheme liabilities, which are derived from cash flow projections over fong periods
and are therefore inherently uncertain, are:

Long-tenm Lang-term
rate of Euwrone raie of
eiurn £m return
Equities 7.00% 784 9.75% 19.4 97.8
Borxds 5.30% 140 5.75% 9.2 232
Gilts 4.00% 22.1 - 221
Other 5.20% 0.3 4.50% 0. 0.4
Fair value of schema assets 114.8 28.7 143.5
Present value of schems liabllities (131.2) {34.6) (165.8)
Ratirernent benefil obligations (18.4) (5.9) (22.3)
Lang-ierm Long tonn
nre st fwone Lin o
L fin Il L L
Equities 6.90% 732 9.75% 17.5 907
Bonds 4.70% 13.3 5.75% 104 237
Gilts 3.90% 19.8 - 19.9
Other 4.70% 03 4.50% 0.2 0.5
Falr value of scheme assets 1068.7 281 134.8
Prasent value of scheme liabilities {131.6) (34.1) {185.7)
Ratiremant benefit abligations 24.9) 6.0) {30.9)
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18. Employee benefits continued
Movement in fair value of scheme assets/{liabilities) during the year

Schome Scheme

asscls iatilimes
m £€m

Beginning of year 134.8 (165.7) {30.9) 124.4 (160.2) (35.8)
Service cost - {3.4) {3.4) - (39 3.2
Employer contributions 53 - 53 47 - 47
Employee contributions 0.8 (©.8) - 08 0.8) -
Actuarial fkysses)ygains 0.3) 7.2 69 55 i 22
Reclassification {note 17} - 0.6 {06} - - -
Finance income/{expense) 87 8.4) 0.3 7.7 (7.5} 0.2
Benefits paid (5.4) 54 - 4.7 47 -
Curtaiiment - 0.1 04 - - -
Currency transiation {0.4) 0.4 - (3.6} 4.6 1.0
End of year 143.5 {165.8) (22.3) 134.8 (165.7) (30.9)

% ol

scheme
usselss
liabilties

Experience gains and losses

Ditference between actual and expected retum on scheme assots 0.2) (0.3) 41 55
Net actuarial gains recognised In the staternent of recognised

income and expense 4,2 6.9 13 22
Sensitivity

For the significant assumptions used in determining post-retirement costs and liabiities, the following sensitivily analysis gives the
estimate of the impact on the incoma statement and balance sheet for the year ended 31 December 2007,

Schyema iabihties Annual service cost

o] Toial s Tatal

' tm im fm

0.5% decrease in the discount rate 15.5 25 18.0 04 01 0.5
1.0% increase in the rate of inflation 25,0 - 25.0 08 - 0.9

1 year increase in life expectancy 3.0 1.0 4.0 01 - 0.1
0.5% increase in the discount rale (13.5) 22 (157 0.4 ©1) (0.5)
1.0% dacrease in the rate of Inflation {20.0) - (20.0} 0.7) - {0.7)
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18. Employee benefits continued
Historical information

2008
fin
Scheme assets 143.5 134.8 124.4
Scheme liabilities (165.8) (165.7) {160.2)
Retirement benafit obligations (22.3) (30.9) 35.8)
Actual retumn less expected retum on scheme assets (0.3) 55 57
Impact of changes in assumptions refating to the prasent value of schema tiabllities 7.2 (3.3} an

Share-based incentives

Fiitrona operates sharg-based incentive plans for its Executive Directors and employees. The total charge for continuing operations in

respect of these plans during the year was £1.7m {2006: £1.2m). Details of these plans are set out below:

2007

a1
3t Dec
2007

Share options outstanding
Wenhivt Weighied Weighted Escrcisabie
inerage Granteg deey Lepsed a : average average
exrCI5g g E chunng LALICIGE umng X2 i oxercise
1Mca 1he veis CH he year pnce hayein price
LTIP Part A 3,881,624 248.2p 2367082 2390p (303.579) 250.3p - - 6,045127 244.6p
LFIP Part B
‘Matching' 600,666 - - - {25,378} - - - 575,288 -
LTP Part B
'‘Performance’ 1,012,157 - 588,829 - - - - - 1,600,988 -
0ASB 128,320 182,985 - 311,305

SAYE3yearplan 670,858 2370p 674008 1998p (522692) 231.7p (2003) 2370p 820,171 209.8p
SAYE 5yearplan 684486 2370p 408,584 109.8p {(4B9,942) 234.2p (3.244) 237.0p 579,894 213.2p

7,058,111 4,221,498 {1,341,591) {5,247) 9,932,771

Weyod Al d Weight2d weighled wexghled
averaga Granted n Laodal dverage  Eeercisou PO ALE] A eglage

ewreise during ErerCIse gunng e 0roise dunng  eRCISE exe10se
price tha ygar prey rayear price IPe yrar prce prce

2006
E-ercisanie
at

31 Dec
2006

LTIP Part A 2,133,262 2395p 1987174 2570p (138.812) 239.5p - - 3981624 248.2p -

LTIP Part B
‘Matching’ 600,666 - - - - - - - 600668 - -

LTIP Part B
‘Performance’ 515,347 - 496810 - - - - - 1,012,157 - -
DASB - - 128,320 - - - - - 128,320 - -
SAYE 3 year plan - - 764823 2370p (93.122) 2370p  (B43) 23/0p 670858 2370p -
SAYE 5 year plan - - 710677 2370p (46,191} 237.0p - - 664,486 2370p -
3,249,275 4,087,804 (278,125) (843) 7,058,111 -
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18. Employee benefits continued
Fair value model inputs for share options outstanding

2007

LTIPPart B LTIP Pant SAYE SAYE

LTIP Pant A ‘Matehing' "Pertonmance’ 3 year plan 5 year plan

Weighted average fair value at grant 45.3p 211.9p 1929p  246.9p 74.3p 87.3p
Weighted average share price af grant 244.5p 232.0p 257.7p 266.9p 274.5p 279.3p
Weighted average exercise price 244 5p - - - 2196p  2234p
Waeighted average volatility 22.8% 23.6% 23.3% r/a 21.0% 23.9%
Weighted average dividend yield 2.91% 3.07% 2.76% 2.64% 25T 2.53%
Weighted risk free rate 4.62% 410% 4.57% 4.83% A476% 4.60%
Expectad employee retention rates 800%  100.0% 98.0% 98.0% 30.0% 30.0%
Expected term 3.25 years 3.00 years 3.75 years 3.00 years 3.23 years 5.18 years
Valuation model Bnomial Black- Monte Binomial Binomiat Binomial

Scholes Carto

Financial Statements l ‘

2000
LR Pan B3 LTIP Purt B SAYE SAVE
LT:P Part A Maiching  Perloriance’ 3hewr plan 5y s
Weighted average fair value at grant 41.1p 211.9p 23%1p 276.4p 77.6p 92.2p
Weighted average share price at grant 248.2p 2320p 2627p 2968p 2063p 296.3p
Weighted average exercise price 248.2p - - - 237.0p 237.0p
Weighted average volatility 22.7% 23.6% 24.1% 20.5% 20.3% 24.2%
Weighted average dividend yield 2.87% 3.07% 275% 2.40% 2.40% 2.40%
Weighted risk free rate 4.36% 410% 4.23% 4.35% 4.39% 4.36%
Expectad employee retention rates 76.9% 85.0% 81.5% 98.0% 55.0% 55.0%
Expected term 3.25years 3.00 years 3.75years 3.00 years 3.00 ysars 5.00 years

tn 2006, ail options were valued using the Black-Scholes model.
Volatility has been calculated over the length of the expected term, for the period immediately before the grant date.

2007 and 2006

LTIPPartB  LTIPPart B SAYE SAYE
LEIP Part A '‘Maiching' ‘Perfennance’ OASB 3 year plan 4 year plan

Contractual life 3-10years 3-Gyears 3-6years 3years 3years 5Syears

Detalls of the vesting conditions of the LTIP Part A, LTIP Part B8 ‘Matching’, LTIP Part B ‘Performance’ and DASB share-based
incentive schemes are sa1 out in the Report of the Remuneration Committes on pages 38 to 48.

All options are sstiled with equity.
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19, Share capital

Authorised: 500 million (2006: 500 million) ordinary shares of 25p (2006: 25p) sach 125.0 125.0
Issued and fully paid ordinary shares of 25p (2006: 25p) each 54.8 54.8
Number of shares in issue

Beginning and end of year 219,326,795 219,326.795

Al 31 December 2007 the Company held 13,664,604 (2006: nil) of its own shares in treasury.

20. Movements on reserves

Retaned varmngs

Capital Cash flaw
redampiion Other nedyieny Teanslation Minarity
reserve reserve rosorve TEserve: shares Carnings nieiests
tm T €&m om Em fm om
At 1 January 2007 0.1 (132.8) - 1.6 2.2} 221.2 6.0 83.9
Total recognised income and expense
for the year 0.3) 0.3 386 20 40.6
Acquisition of employee trust shares {1.9) (1.0
Share option expense 18 1.8
Purchase of shares into treasury (30.6) {30.6)
Divestrment of Globalpack 2.5) (2.9)
DOividends paid (15.5) {0.7) (16.2)
At 31 December 2007 0.1 (132.8) (0.3) 1.9 (34.5) 2461 4.8 85.3

Amaney pamnys

Coapiral

redemnion Ciher Translauon Oveiv Mnonty

resene fESENVE reserve Srags Earrngs nleresls

Cm ot tm €m m
At 1 January 2006 o (132.8) 5.3 (1.0) 198.3 56 75.5
Total recogrised income and expense for the year (3.7 36.0 1.2 335
Acquisition of employes trust shares 1.9) (1.2)
Share option expense 1.2 12
Dividends paid (14.3) {0.8) (15.9)
Al 31 December 2006 01 (132.8) 1.6 2.9 221.2 6.0 93.9
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20. Movements on reserves continued

Emplovee trust shares are ordinary shares of the Company held in an employee benefit tnust. The purpese ¢f this trust is to hold
shares in the Company for subsequent transfer to Executive Directors and employees relating 1o options granted and awards made in
respect of market purchase shares under the Comparny's share-based incentive plans. Full details are set out in the Report of the
Remuneration Committes on pages 38 1o 48. The assets, liabilities and expenditure of the trust have been incorporated in these
financial statemenits. At 31 December 2007 the trust held 1,557,107 (2006: 872,166) shares, upon which dividends have been waived,
with an aggregate nominal value of £0.4m {2006: £0.2m) and market value of £3.2m (2008; £2.3m). During 2007, 13,664,604 ordinary
sharas with a nominal value of £3.4m were purchased into treasury at a cost of £30.6m. This represents 6.2% of the number of
ordinary shares in issue at the beginning of 2007.

The other reserve relates to the Group reorganisation which took placa as part of the demerger from Bunzi plc and represents the
difference between Filtrona pic’s share capital and Filtrona International Ltd's share capital and share premium on 6 June 2005 and is
net distributable.

21. Analysis of net debt

[ TAINTY
2007 Cimshiowr mosements 2007
Tm fm

Cash at bank and in hand 15.8 7.0 03 231

Short-term bank depesits repayable on demand 25 (2.0) 0.2 0.7
Short-tarm bank depaosits not repayable on demand 24 (2.4) - -
Cash and cash equivalents 20.7 26 0.5 23.8
Bank overdrafts (1.0 0.8 - {0.2)
Cash and cash equivalents in the statement of cash flows 19.7 a4 05 23.6
Dabt due within one year {0.6) 0.3 (0.1) (1.0)
Debt due after one year (117.9) d1.1) 1.2 (157.8)
Net debt (98.8) (38.0) 1.6 {135.2)
22. Commitments
Operating leases
At 31 December Filtrona had the following commitments under non-cancellable operating leases:
2007 2000
fm fin
Payable within one year 1.4 16
Payable between one and five years 31 45
Payable after five years 35 44
8.0 105

Other commitments

In December 2005, Filtrona entered inlo an agresmant that could lead 1o the purchase of the remaining 20% of FractureCode
Corporation ApS sometima between March 2009 andd December 2012. The consideration payable for the remaining 20% of shares
is dependant on various profit refated targets with a minimum consideration payable of €3.1m and a maximum of €40m.
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23. Acquisitions

On 3 May 2007, Filtrona acquired the assets and business of Duraco, Inc. (Duraco’) based in Chicago, linois for a total consideration
of £31.7m. Duraco is a markel leading manufacturer and supplier of setl-adhesive foam products for protection and finishing
appiications in a broad array of served markets including point of purchase products and white goods.

Duraco contributed £9.7m to revenue and £2.3m to operating profit before intangible amortisation and restructuring costs in 2007,

in May 2006 Fiitrona purchased certain assets and the business of the CSL Digital Print division of CORGI Services Limited and,
concurrently, entered into a five year agreement with CORGI Group Limited for the exclusive supply of registered gas instalier
identity cards.

On acquisition the assets and fiabiiities of the businesses acquired were adjusted to reflect their fair values to Filtrona. The fair value
adjustments are provisional and subject to finalisation for up to one year from the date of acquisition.

Tre principal falr value adjustments are as follows:

in 2007
The adjustment to property, plant and equipment reflects the open market value of the reehold property.

The agdjustment to inventoriss and receivables reflects the impact of applying Filtrona group accounting palicies to these itemns.

The adjustment to deferred tax reflects the asset arising from a temporary difference between tha accourting and tax base of
property, plant and equipment,

‘The adjustment to provisions includes amounts relating 1o the reassessment of potential liabilities that were not fully recognised on
acquisition.

in 2006:
There were no adjustments to the book value of assets and liabilities acquired.
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23. Acquisitions continued
A surmmary of the acquisition of Duracg in 2007 is detailed below:

Financial Statements

Consistency Fair value
Book value of accounting of assets
asacquisitton  Revalvauon policy Acquired
£m £m €m Cm
Property, plant and equipment 1.4 1.6 - 30
Inventories 1.2 - 0.2 10
Receivables 21 - {0.1} 20
Deferred tax - 03 - 03
Payables 0.9) - - 0.9
Provisions - 0.2 - 0.2}
3.8 1.7 (0.3} 52
Customer relationships (note 9) 14,1
Goodwill {note 9) 124
Consideration 31.7
Satisfied by:
Cash consideration 304
Acquisition expenses settled in cash 1.1
Accrued acquisilion expenses 02
The nel cash outflow in the period in respect of the acquisition of Duraco comprised:
Cash consideration 30.4
Acquisition expenses settled in cash 11
s

Net cash outflow in respect of acquisition of Duraco

Included in the £12.4m of goodwil recognised above is the value of the unique revenue synergy opportunities available to Filtrona
through the Integration of the business. Due to its nature this asset cannot be individually identified nor reliably measured.

A summary of the acquisition of CSL Digital Print in 2006 is detailed below:

Book ord
lar value ¢
AsLE15 aChLme

Tres

Property, plant and equiprnent 01
Trade and other receivables 01
Provisions 0.3)
R
Customer relationships (note 9) 06
Consideration, satisfied in cash 0.5
www.filtrona.com
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24. Discontinued operations

On 29 June 2007, Filtrona completed the disposal of Globalpack, its Brazilian consumer packaging business, to the Ravema Group
for a total gross consideration of £27.9m. The disposal resulted in a profit before tax of £2.7m which has been recognised as
discontinued operations in the income staterment.

In March 2008 Filtrona completed the sale of the High Profile business for £0.3m, which was satisfied in ¢ash, and the contral of the
business passed to the acquirer.

The results for Globalpack are presented below:

Revenue 14.0 271
Operating profit 1.8 2.4
Finance incoma 01 0.3
Finance expense ) {0.9) 0.3)
Profit befors tax from discontinued operations 1.8 2.4
Profit on disposal of discontinued operations 2.7 -
Income tax expanse (2.5) {0.9
Profit for the period 2.0 1.5
Attributablg 1o:
Equity hoiders of Filrona plc 13 1.0
Minority interests 0.9 05
Profit for the period 2.0 1.5
Eamings per share attributable to equity holders of Filtrona pic:
Bash 0.5p 0.5p
Diluted 0.5p 0.5p
Incore tax expense Is analysed as follows:

2007 2606

&m rm

On profit on ordinary activities 0.7 09
On the profit on disposal 1.8 -

25 0.9

The major classes of assets and liabilities sold are analysed as follows:

Assets and liabilitios disposed of other than cash

Property. plant and equipment 17.5
Inventories 21
Trade and other receivables 6.2
Trade and other payables {4.9)
Net assets disposed of other than cash and cash equivalents 209
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24, Discontinued operations continued

Gain on disposal of discontinued operations

Cash consideration 15.4
Disposal expenses settled in cash during the period 1.2
Disposal provisions utilised In cash during the period 0.7
Cash and short-term deposits in Globalpack on disposal (0.6)
Net cash inflow in respect of disposal of Globalpack 129
Fair value of deferred consideration 10.2
Net assets disposed of less mingrity share (18.4)
Cumutative exchange gains dsferred in equity 5.0
Accrued disposal expenses {0.8)
Warranty provisions 5.7
Closure expenses {0.4)
Accelerated share option expenss {0.9)
Gain on disposal of discontinued operations 2.7

Closure expensas relate to the exit from a Coated and Security Products office in Barcefona, Spain.
The disposal of High Profile in 2006 had the following effect on Fittrona's assets and liabiities:

Inventories 03
Trade and other receivables 01
Trada and other payables {0.1)
Net identifiable assels and liabilities (at date of completion} Q03
Consideration, satisfied in cash 03
25, Dividends

2006 interim: paid 27 October 2006 2.30 50
2006 final: paid 4 May 2007 4.60 1014
2007 Interim: paid 26 October 2007 2.52 54
2007 proposed final, payable 2 May 2008 5.08 10.4

7160 6.90 15.8 151

The 2007 interim dividend paid was £5.4m, £0.1m lower than the amount proposed due 10 the impact of the Company purchasing
its own shares.

26. Transactions with related parties

Filtrona has not entered into any material transactions with related parties other than with key management as disclosed in note 6.
Furthermore, throughout 2007 and 2008, no Director had a personal interest in any significant transaction of Fiitrona.
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Filtrona pic balance sheet
at 31 December 2007

Fixed assets

Investmaent in subsidiary undertaking 28 2776 2758
Current assets

Debtors 3 07 01
Current liabilities

Creditors: amounts falling due within one year 4 (42.9) {21.5)
Net current ligbilities (42.2) 1.4}
Net assets 2354 254.4
Capital and reserves

Issued capital 5 548 548
Capiial redemption reserve 8 0.1 0.4
Profit and loss accourt 6 180.5 199.5
Shareholders’ funds: equity interests 2354 2544

The financial statements on pages 86 to 101 were approved by the Board of Directors on 28 February 2008 and were signed on

its behalf by:

Steve Dryden
Finance Director
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Reconciliation of movement in shareholders’ funds

2007 2508

tm Cm

Opening shareholders’ funds 254.4 268.9
Profit/loss) for the year 270 02)
Dividends paid (15.5) (14.3)
Share-based payments 1.8 1.2
Acquisition of employee frust shares .7 (1.9
Purchase of own sharas into treasury (30.6) -
Closing shareholders’ funds 235.4 254.4
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Accounting policies

a Basis of preparation
The financial statements have been prepared under the historical cost convention and have been prepared in accordance with
the Compartas Act 1985 and applicable UK accounting standards.

Under Section 230{4) of the Companies Act 1985, Filtrona pic is exempt from the requirements to present its own profit and
loss accouny.

The following accounting poficies have been consistently applied.

b Investment in subsidiary undertaking
Investment in subsidiary undertaking is held at cost less any provision for impairment.

c Share-based payments

The fair value of share options is measured at grant date. It is recognised as an addition to the cost of investment in the subsidiary in
which the redevart employees work over the expected period between grant and vesting date of the options, with a comesponding
adjustment to reserves.

d Own shares

The shares held in the Filtrona Employee Benefit Trust for the purpose of fulfifing obligations in respect of share-based Incentive plans
are treated as belonging to the Company and are deducted from its retained garnings. The cost of shares held directly {treasury
shares) Is also deducted from retained earnings.

e Dividends
Dividends are recognised as a liability in the period in which they are declared.
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1. Net operating charges
The audilor was paid £4,238 {2006: £4,115) for the stalutory audit of the Company. Fees paid to the Company's auditor for services
other than the statutory audit of the Company are disclosed on page 74.

The Directors’ remunaration, which was paid by Filtrena Inlemational Ltd is disclosed in the Report of the Remuneration Committee
on pages 38 to 48.

2. Investments held as fixed assets

Invesiment
in subsidiary

undertaking
2007
€m

Al beginning of year 27158
Additions 1.8
At end of year 2778
3. Debtors

Cormporate taxes 0.7 0.1
4. Creditors

Amgunts falling due within one year

Amounts owed to subsidiary undertakings 428 215
Other creditors 0.1 -
42.9 21.5

5. Share capital

2007 2070

Erm it

Authorised: 500 milion {2006: 500 milion) ordinary shares of 26p (2006: 25p) each 125.0 125.0

Issued and fully paid ordinary shares of 25p (2006: 25p} each 54.8 54.8
Number of shares in issue

Beginning and end of year 219,326,795 219,326,795

At 31 December 2007 the Comparny held 13,664,604 (2006: nil) of its own shares in treasury.
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8. Movements on reserves

Proit and lass aczoumt

Copital
redemplign Retained
1eserve earmungs  Own shases
£m fm tm

Al beginning of year 01 2017 2.2}
Retained profit for the year ended 31 December 2007 270
Acquisition of gmployese benefit trust shares .7
Share-based payments 1.8
Purchase of gwn shares into treasury (30.6)
Dividends paid {(15.5)
At end of year 0.1 215.0 (34.5)

As permitted by section 230 of the Companies Act 1985, the profit and loss account of the Company has not been separately
presented in these financial statements. The profit attributable to equity holders included in the accounts of the Company is £27.0m
{2006: loss of £0.2m).

included in retained earnings are accumulated share-based payments of £3.5m (2008: £1.7m) which are not distributable.

7. Dividends

Per sharg

2036
n

2006 interim: paid 27 October 2006 2.30 50
2006 finalk; paid 4 May 2007 460 101
2007 interim: paid 26 October 2007 2.52 5.4
2007 proposed final: payahle 2 May 2008 5.08 10.4

7.60 6.90 15.8 151

The 2007 Interim dividend paid was £5.4m, £0.1m lower than the amountt proposed due 1o the impact of the Company purchasing its
own shares,
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B. Principal subsidiary undertakings

Couniry ¢! incorporation

Filtrona Extrusion Inc us
Moss Plastic Parts Ltd UK
Fitrona BV The Netherands
Cigarette Components Lid UK
Fittrona de Maxico S de RL de CV Mexico
PT Filtrona tndonesia Indonesia
Filtrona tntemational GmbH Germany
Fittrona Intemational Ltd ) UK
Filtrona United Kingdom Lid UK
FIL International Ltd UK
Filtrona Finance Ltd UK
Filtrona Industrial Corporation us
FIL Holdings Corp us

The companies named above are the principal subsidiary undertakings of Filtrona pic and are included in the consolidated financial
statements of the Group. The wholly owned investments in the companies above relate to ordinary shares or common stock. The
principal country in which each company operates is the country of incorporation.

Filtrona International Lid is the only direct subsidiary of Filtrona plc.
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Independent Auditor’s Report to the members
of Filtrona plc

We have audited the Group and parent company financial staternents (the 'financial staterents’} of Filtrona pic for the year ended
31 December 2007 which comprise the Group income statement, the Group and parent company balance sheet, the Group
statement of cash flows, the Group statement of recognised income and expense and the refated notes. These financial statements
have been prepared under the accounting policies set out therein,

We have also audited the information in the Report of the Remuneration Committes thal is described as having besn audited.

This report is made solely to the Compary's members, as a body, in accordance with section 235 of the Companies Act 1685, Qur
audit work has been undertaken so that we might state to the Company's members those matters we are required Lo state to them
In an auditor's report and for no other purposs. To the fullest extent permitted by law, we do not accept or assume responsibility to

anyone other than the Company and the Comparny's members as a body, for our audit work, for this Report, or for the opinions we
have formed.

Respective responsibilities of Directors and auditors

The Directors’ responsibilities for preparing the Annual Report and the Group financial statements in accordance with applicable
law and Intemational Financial Reporting Standards {1FRS’) as adopted by the EU, and for preparing the parent company financial
statements and the Report of the Remuneration Committee in accordance with appticable law and UK Accounting Standards
{UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’ Responsibilities on page 37.

QOur responsibifity is to audit the financial staterents and the part of the Report of the Remuneration Committee to be audited in
accordance with refevant legal and regulatory requirements and Intemational Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and {alr view and whether the financial staterments and
the part of the Report of the Remuneration Committes to be audited have been properly prepared in accordance with the Companies
Act 1985 and, as regards the Group financial statements, Article 4 of the IAS Regulation. We also report to you whather in our opinion
the information given in the Directors’ Repart is conslistent with the financial statements. The information given in the Directors' Report
includes that specific information presented in the Business Review that is cross referred from the 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 information specified by law regarding Directors’
remuneration and other transactions Is not disclosed.

Wo review whether the Corporate Governance Statement reflects the Company's compliance with the ning provisions of the 2006
Combined Code specified for our review by the Listing Rules of the Financlal Services Authority, end we report if it does not. Wae are
not required 10 consider whether the Board's statements on intemal control cover all risks and controls, or form an opinion on the
eflectiveness of the Group's corporate governance procedurss of its risk and control proceduras.

Woa read the other information contained In the Annual Report and consider whether it is consistent with the audited financial
stataments. We consider the implications for our Report if we becorne aware of any apparent misstatements or material
inconsistencles with the financial statements. Qur responsibilittes do not extend to any other information.

Basis of audit opinlon

Wa conducted our audil in accorgance with Intemational Standards on Auditing (UK and Irefand) issued by the Auditing Practices
Board. An audit includes examination, on a test basls, of evidence relevant to the amounts and disclosures in the financial staternents
and the part of the Report of the Remuneration Commiltea to be audited. It also includes an assessment of the significant estimates
and judgements made by the Directors in the praparation of the financial statements, and of whether the accounting policies are
appropriate to the Group’s and Company's circumstances, consistently applled and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order lo
provide us with sufficlent evidence to give reasenable assurance that the financial statements and the part of the Report of the
Remaration Commitiee to be audited are free from material misstatement, whether caused by fraud or other irregutarity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial statements and the part
of the Report of the Remuneration Committee to be audited.
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Qpinion
In our opinion;

o the Group financial statements give a trus and fair view, In accordance with IFRS as adopted by the EU, of the state of the Group's
affairs as at 31 December 2007 and of its profit for the year then ended;
o the Group financial staternents have been property prepared in accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation;
« the Parent Company financial statements gtve a true and fair view, in accordance with UK Generally Accepted Accounting
Practice, of the state of the parent company's affairs as at 31 December 2007,
| « the Parent Company financial statemants and the part of the Report of the Remuneration Committee to be audited have been
| properly prepared in accordance with the Companies Act 1985; and
+ theinformation given in the Directors’ Report is consistent with the financial statemants.

KPMG Audit Pic
Chartered Accountants
Registered Auditor

28 February 2008

8 Salisbury Square
London, EC4Y 8BB
United Kingdom
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Advisors’ details and investor information

Sacretary and Registered Office

Jon Green

Avebury House, 201-249 Avebury Boulevard, Milton Keynes,
Buckinghamshire MK9 1AU

Company Number 05444653

www. filtrona.com

Financial advisor and stockbroker
JPMorgan Cazenove
20 Moorgate, London EC2R 6DA

Solicitors
Slaughter and May
One Bunhill Row, London ECTY 8YY

Auditor

KPMG Audit Pic
8 Salisbury Square, London EC4Y 88B

Electronic communication

Principal bankers
Uoyds TSB Bank pic
25 Gresham Strest, London EC2V 7THN

The Royal Bank of Scotland pic
280 Bishopsgate, London EC2M 4RB

Registrar

If you have any questions about your shareholding, please
contact, in the first instance:

Computershare Investor Services pic

PO Box B2, The Pavilions, Bridgwater Road, Bristol BS99 7NH
Tetephone 0870 702 0003

Computershare also has an internet facility whereby
sharsholders in Fitrona plc are able to access details of their
shareholding. You can access this service at
www.computershare.com.

As an altemnative to receiving documentation through the post, the Company offers shareholders the option to recalve by email,

a notification that shareholder documents {including the Annual and Interim Reports, Notice of Shareholder Meetings, Proxy
Forms etc.) are available for access on the Company's website. if you wish to make such an slection, you should register online
at www.computershare.com. If you have already made such an election you need take no further action. Registration is entirely
voluntary and you may request a hard copy of the shareholder documents or change your election at any time.

CREST
Share Settlement System

The Company entered the CREST system on listing and the ordinary shares are available for settlerment in CREST. As the membership

system Is voluntary, shareholders not wishing 1o participate can continue to hold their own share certificates,

Annual Generat Meeting

The Annual General Meeting of the Company will be held at the Holiday Inn Hotel, 500 Saxon Gate West, Miton Keynes,

Buckinghamshire MKS 2HQ on Thursday 24 April 2008 at 12 noon.

Financlal calendar 2008
Annual General Meeling
Final dividend

Interim announcement
Interim dividend
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1 you are in any doubt as to any aspect of the proposals igfarred to in this document or as 1o the aclion you should take, you should
seek your own financial advice from a stockbroker, bank manager, solicitor, accountant or other independent financial adviser
authorisaed under the Financial Services and Markets Act 2600 if you are in the United Kingdom or, if you are not, from another
appropriatety authorised independent financial adviser. If you have sokd or otherwise transferred all of your shares in Filtrona plc you
should pass this document and accompanying form of proxy to the parsan through whom the sale or transfer was effected for
transmission o the purchaser or transferes.

FILTRONA

Filtrona pic
{incorporated and registered in England and Wales under number 05444653)

NOTICE OF ANNUAL GENERAL MEETING

Notice of the Annual Generat Meeting of the Company 10 be held at the Holiday Inn Hotel, 500 Saxon Gate Wast, Milton Keynes.
Buckinghamshire MKS 2HQ on Thursday 24 Aprit 2008 at 12 noon is set out at the end of this circular,

Whether or not you propose (o attend the Annual General Megting, please complete and submit a proxy form in accordance with the
instructions printed on the enclosed form. The proxy form must be received not tess than 48 hours before tha time of the holding of
the Annual General Mesting.




Annua! General Meeting 2008 )

Notice of Annual General Meeting

Notice is hereby given that the 2008 Annual General Meeting of Filtrona plc (the ‘Company’) will be held ai the Holiday
Inn Hotel, 500 Saxon Gate West, Milton Keynes, Buckinghamshire MK® 2HQ on Thursday 24 April 2008 at 12 noon to
consider the resolutions below.

Ordinary business
Resolutions 1 to 8 will be proposad as ordinary resolutions.

To receive and adopt the accounts for the year ended 31 Decamber 2007 and the Reports of the Directors and Auditor thereon.
To receive and adopt the Report of the Remuneration Committee for the year ended 31 December 2007,

To declare a fina! dividend for the yaar ended 31 December 2007 of 5.08p per ordinary share.

To re-glect Mark Harper, who retires by rotation, as a Director.

To re-slect Paul Drechsler, wha retiras Dy rotation, as a Director.

To elect Steve Crummett as a Director,

To elect Lars Emilson as a Director.

To re-appoint KPMG Audit Pic as Auditor and to authorise the Directors to fix the Auditors’ remuneration.

H

ENPORLN =

Speclal business
Rasolution 9 will be proposad as an ordinary resolution, Resolutions 10 to 12 as special resolutions and Resolution 13 as an
ordinary rasoltution.

9. Authority to aflot unissued shares (ordinary resolution)

THAT the Directors be and they are heretyy generally and unconditionally autherised, in substitution for all previous authorities, to
axercise all the powers of the Company to allot relevant securities (within the meaning of Section 80 of the Companies Act 1885) up

tc an aggregate nomingl amount of £17.138,516 provided that this authority shafl expire, unless previously revoked or varied, at the
conclusion of the next Annual General Mesting of the Company after the passing of this Resolution save that the Company may,
before such expiry, maka an offer or agreement which would or might require relevant securities 1o be allotted after such expiry and
the Directors may allot retevant securiliss in pursuance of such offer or agreement as if the authority conferred hereby had not expired.

10. Allptment of shares for cash (special resolution)

THAT subjext ta the passing of Resolution 9 above the Direclors be and they are hereby empowered pursuant to section 95 of the
Comparies Act 1985 to allol equity securities {within the meaning of saction 94 of that Act) for cash pursuant to the autharity granted
by that resolution, and/or where such allotment constitutes an allotment of equity securities by virtue of section 94(3A) of that Act, as it
section 89(1} of that Ac1 did not apply to any such allotment provided that this power shall be mited to:

fa) tha allotment of equity securities in connection with a rights issue, open offer or any other pre-emptive offer in favour of ordinary
shareholders, whers the equity securitiss respectivaly sltributabls o the interests of such ordinary sharsholders gre proportionate
(or as nearty as may be) to the respective numbers of ordinary shares held by them, subject to such exclusions or other
armangements as the Directors may deem fit to deal with fractional entitlernents or legal or practical problems arising under the
laws o, or the requirements of any stock exchange or regulatory body In, arty territory or otherwise howsoever; and

{b) the aliotrnent or sale (otherwise than pursuant to paragraph (g) above) of equity securities up to an aggregate nominal amount of
£2,741,585; and

shall expire, unless previousty revoked or varied, at the conclusion of the next Anrwal General Meseting of the Company after the
passing of this Resolution, save that the Company may, betore such expiry, make an offer or agreement which woutd or might require
equity securities to be allotted atter such expiry and the Directors may allol equity securities for pursuance of such offer or agreement
as if the power hereby granted had not expired.

11. Purchase of own shares {special resolution)

THAT the Company be and is hereby generally and unconditionally authorisad for the purposes of saction 166 of the Companies Act
1985 10 make markat purchases (within the meaning ot section 163(3) of that Act) of ordinary shares of 25p each in its capital
(‘ordinary shares’) provided Lthat:

{2) the maximum aggregate number of ordinary shares which may be so purchased is 21,932,600

{t} the maximum price al which any ordinary share may be so purchased Is an amount equal to 105% of the average of the middle
market quolations for an ordinary share taken from the London Stock Exchange Daily Official List for the five business days
immediately preceding the day of purchase and the minimurmn price is 25p per ordinary share; and

fc} this authority shall expire, unless previously revoked or varied, at the conclusion of the next Annual General Meeting of the
Comgpany afier the passing of this Resolution or on 26 October 2009 (whichever shall occur {irst), save that the Comparny may,
before such expiry, make contracts for purchases of ordinary shares which would or might be completed wholly or partly after
such expiry and may make a purchase of ordinary shares in pursuanca of any such contract.
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Notice of Annual General Meeting

12. Adoption of new articles of association {special resolution)

THAT the Articles of Association produced to the mesting end initialled by the Chairman of the meeting for the purpose of
identification be adopted as the Articles of Assoclation of the Comparny in substitution for, and to the exclusion of, the existing
Articles of Association.

13. Revised performance condition policy for future Long-Term Incentive Plan {'LTIP") awards {ordinary resolution)

THAT the Rernuneration Committee of the Board be authorised to adopt the performance condition policy as described in
Appendix 2 on page 8 of this document, in respect of future awards under the LTIP.

By order of the Board

Jon Green
Company Secretary
10 March 2008

Registered Office:

Avebury House

201-249 Avebury Boulevard
Milton Keynes
Buckinghamshire MKS 1AU

Registered in England and Wales No, 05444653

HNotes

t. A member of the Company may appoint a proxy Lo exercise all or any of his/her rights to atlend, speak, and vote in his/her stead. A member may appont
mare than one priy provided thal each proxy is appointed to exsrcise the rights attachad to different shares held by that member, A proxy need not be a
metrier ol the Company.

2. A form of praxy ia enclosed. To be valid the form of prexy and unleas previpusly registered with tha Company) the power ol etlomey (if any) under which il is
signed (or a duly certlfied! copy thareof) must be dekvered lo Computershare investor Sanvices PLC, PO Bax 1975, The Paviiions, Bridgwater Road, Bristol
BS99 3FA not tater than 48 hours belore the time appeointad far holding the Meeting. Sharehoiders submitling a proxy are not prechuded from attanding he
Meeting and voiing If they wish to do so.

To vote using the Inlemet, go to www.computershane.comyukAveting/fir, You will need an Internat erabled computer with minimum web browser of internel
Explorer 4 or Netscape 4. You will be asked to enter the Shareholder Reference Number and PIN number as printec on your loem of proxy, and to agree to
certain [erms and conditions.

CREST members whao wish to appoint & proxy or prozies through the CREST efecironic proxy appolntment service may do 5o for the Meating and any
adyournment(s) of Ihe Meeting by using Lha procedures described in the CREST Manual, CREST Parsonal Mambers or ather CREST sponsored mambers and
Ihose CREST members who have appointad a voting servico provider(s) shoutd refer Lo their CREST sponsor or voting senvice providarts), who will ba able to
take the appropriate aciion on their behalf,

In order lor a praxy appointment or Instruction made using the CREST service to be valid, the appropriate CREST message {a 'CREST Proxy Instruction’y must
bo properly authenticated in accordance with CRESTCo Limited's specifications and must cantain the information required for such instructions, as descnbed
in the CREST Manual. The messape, regardiess of whather it constitutes tha appointment of a praxy or an amendment 1o the instruction given by a previously
appoinied proxy must, In order Lo be vald, e transmitted <0 as 10 be receivad by the Company's agent (1D 3RA50) by the iatest timeds) for receipl of proxy
appoiniments set out above, For this pumpose, the time ol receiol wall be taken 1o be the time (as determined by the timastamp applicd 1o the message by the
CREST Apphcations Host) Irom which the Company's agent is abia 1o retrieva the message by onqiry 1o CREST in the manner prascribed by CREST. After
this time any change of instructions 1o praxies appointed through CREST shoutd be communicated Lo the appoinias through ather means.

CREST membars and, whare applicabte, ther CREST sponsors o voting service providers should note that CRESTCo Limited does not maka avallable
spacial procegures in CREST lor any particutar messages. Normal system timings end bmilallons will therstora apply in relation 10 the input of CREST Proxy
Instructions, i is the resporgibility of the CREST mamber concemnad o 1ake (o, il the CREST member ia a CREST Personal Member or sponsoved member
or hag appeintad a woling service provider(s), to procure that his CREST sponsor or voting provideris} take(s)) such action as is necessary to ensure that a
massage is ransmittad by means of \he CREST system by any particular time. In this cernection, CREST members and, wheare applicable, their CREST
Spensors or vating sarvice providers are referred, in particular, to those sections of the CREST Manual conceming practical imitations of the CREST systam
and timings.

Tha Compary may troat os invalid a CREST Proy Instruction in the circumstances set oul in Rogutation 35(5)8) of 1he Uncertificated Secwurities
Regutations 2001,

Any person to whom this notice is sant wha is a person nominated under section 146 of tha Companies Act 2008 to enyoy information rights (a *Nominated
Person’) may, under 8n agreament between him/her and the shamholder by whom he/she was nominated, Save a right to be appointed for t have someocne
else appointed) as a proxy for the Meeting. If a Nominated Person has ng such proxy appoiniment right of does not wish 10 exercise it. havshe may, under any
such agreemenl, have a right 1o give instructions to the sharehoidor as 10 the exercise of voling rights. The stalement of the rights of sharghokders in relation 1o
the appointment of proxles in paragraphs 1 and 2 above does nol apply to Nominatad Persons, Tho rights described in these paregraphs can only be
axerciged by shareholdars of the Gompany.
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3. Tha register of Interesta of the Directors and their connected persons in she share capiial of the Company, copies of the Directors' sarvice conlracts, &
document showing the proposed changes 1o be mada 10 the Cument Articles by the New Articles are avalablg for inapection by members at the Company's
registerad otfice at Avebury Houss, 201-249 Avebury Boutovard, Milon Keynes, Buckinghamshire MKE 1AL botwaan 8.30 am gnd 5.00 pm on any weckday
{Saturoays, Sundays end public holidays excluced) rom the date of this Notice unii the date of iha Meeting anc witl bo avalablo for inspection at the place of
the Maeting trom 15 minules prior 10 1he Mesting unlil ils conclusion.

4. As at 7 March 2006 {being the las! business tay prior 10 the publication of this nolice) the Company holds 13.664,604 shares as treasury shares within
1he meaning of Section 162A of the Companes Acl 1985, representing approximatety 8.2% of the tolal ordinary shara capital of tho Company in issus. As at
7 March 2008 (being the last busingss day pror 10 the publication of this notice) the Compary’s issued share capital consists of 219,328,785 ordinary shares,
carmying ona vole each. Therators, Lhe iotal voting rights in the Company ag Bt 7 March 2008 are 205,662,191,

5. Pursuant to Regulation 41 of the Uncertified Securities Regulations 2001, the Company gives notice that only thosa sharshoiders on the Registor of Members
of tha Company a! 12 noon on 22 Apel 2008 or, In the event of the edjourned Meeting, 48 hours pricr 1o the lime of the adjourmed Meeting, wil be enfitiec io
attand and vois &t the Menting in respect of the number of shares registered In their respactive names al thai Uime. Changes to entries on the Register of
Marmbers after 12 noan on 22 April 2008, or 48 hours belore the time appointad of any adjourned Mesting, will be dsreganded in detammining the righis of any
person to attend and vote al tha Meating.

6. In order (o faciltate voling by corporate reprasantatives &t the Meating, arangements wi be put in place al 1he Meating o that: {) It a corporala shargholder
has appolnted tha Chairman of tha Masting as ils corporate ropresentalive with instruclions 10 vote on a pollin accordance with the directions of alt of the
other corporats represantatives for that sharenoider a1 the Meeting, then on a pod those corporale represantatives will give voting drections 10 the Chairman
and the Chaimnan wil vola for withhold & vole) B3 corporate represontative in accordance with those drections; and (i) if more than one corporste
representativa lor the sama corparate sharehokder atiends the Meeting bul ihe corporate sharehokder has not appoiniad tha Chalman of (he Masting as 43
corporate representative, a designatad corporate representative will be nominated, from those corporate represeniotives wha attend, who will vole on a pol
and (hs olher corporala represantatives will give voting drections to that designatad corporals representaiive. Corporate sharehoiders are elemed 10 the
quidanca issued by the Institute of Charterad Secretanos and Adminisirators on proxies and corporato repraseniativeg (www.icsa.org.uk) for turther detalls of
this procedure, The guidance includes & sampke form of represemation letter if the Chainmar is Deing appointed &3 described in [ sbove.
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Explanatory Notes to the Notice of Annual General Meeting

The nctes on ihe following pages give an explanation of certain of the proposed resolutions.

Resolutions 1 10 9 (inclusive) and 13 will be proposed as ordinary resolutions. This means thal for each of those resotutions to be
passed, more than half of the voles cast must be in favour of the resolution. Resolutions 10 to 12 (inclusive) will be proposed as
special resolutions. This means thal for each of those resclutions 1o be passed, at least Ihvee quarters of the votes cast must be in
favour of the resolution.

1. Dividend {Resolution J)

A final dividend lor the year ended 31 December 2007 of 5.08p per ordinary share is recommended by the Directors and is put to
shareholders for their approval. If approved, the dividend will be paid on 2 May 2008 to shareholdars on the Register of Members of
the Company at the close of business on 11 April 2008, making a total dividend in respect of the year ended 31 Decermber 2007 of
7.60p per ordinary share. In gccordance with the Articles of Association of the Company the sharshoiders cannot resolve to pay an
amount greater than that recommended by the Directors.

2. Directors (Resolutions 4to 7)
Biographical details of the Directors to be efected or re-elected can be found on page 31 and 33 of the Annual Repont and on the
Company website at www.filtrona.com.

Mark Harper ang Paul Drechster retire by rotation in accordance with the Articles of Association and being eligible offer themsetves up
for re-alection.

Mark is the Chiaf Executive of Filtrona plc and Paul is the Senior Independent Non-Executive Director who Is also the Chairman of the
Remuneration Committee and a member of the Audit and Nomination Commitiees,

In proposing the re-election of the Directors the Chairman has confirmed thal, following tormal performance evaluation, each
indnvidual continuas to make an effective and valuable contribution to the Board and demonstrates cornmitment to the role.

In accondance with the Arlicles of Associalion, Lars Emilson, having been appointed a Director sinca the last AGM, is required to retire
at this meeting and, being eligible, offers himselt for election. The Board concluded that Lars' extensive intemational experience would
be beneficial to the composition of the Board,

In accordance with tha Articles of Association, Steve Crummett, having been appointed a Director since the last AGM, is required to
retire et this meeting and, being eligible, offers hirmsel! for election, The Board concluded that Steve's extensiva intermational corperate
development experience and financial background would be beneficial to 1he compaosition of the Board.

3. Renewal of Directors power to allot shares {Resolutions 9 and 10)
The Companies Act 1985 prevents Directors from aflotting unissued shares without the authority of shareholders in general meeting.

Resolution 9 will, if passed, give the Direciors the authority to aliot shares up to a maximum nominal value of £17,138,516, representing
one third of the issued share capital (excluding shares held in treasury) of the Company at 27 February 2008. The Direciors do not
intend at present 10 use this authority, save for issues of shares to satisty the exarcise of options under the Company’s empioyee
share schemes.

If the Directors wish to allot new shares for cash, or sell shares out of treasury, the Companies Act 1685 requires that the new shares
or treasury shares {as applicablg) be first offered to existing shareholders in proportion to their existing shareholdings.

For legal, reguiatory and practical reasons, however, it might not be possible or desirable lor new shares allotted or treasury shares
sold to be offered to certain shareholders, particularty those resident overseas. Furthermore, it might in some circumstances be in the
Company's interests for the Directors to be able to allot some sharas for cash or sell some shares out of treasury without having to
ofler them first o existing shareholders. To enable this to be done, shareholders’ statutory pre-emption rights must be disapplied.

Accordingly, Reseolution 10 will, if passed, give the Directors renewed authority to allot equity securities as if shargholders' statutory
pre-emption rights did not apply 1o such allotment in the following circumstances:

(&) sub-paragraph (@) of Resolution 10 seeks authority for the Directors to make any arrangements which may be necessary 10 deal
with arry legal, requiatory or practical problems arising in connection with a pre-emplive offer in favour of ordinary sharehoiders,
for example by excluding affected shareholders from such issue or offer; and

() sub-paragraph (b) of Resolution 10 seeks the disappfication of shareholders’ statutory pre-emption rights by empowaring
Directors to aflot shares for cash on a non pre-emptive basis but only for new shares with a maximum aggregate nominat value of
£2,741,585 which is equivalent 10 approximately 5% of the Company's issued ordinary share capital as af the close of business on
27 February 2008. The authority under Resolution 10 also covers the sale of treasury shares for cash.

Resoiutions 9 and 10 are in line with standard practice and the guidelines issued by investor protection commitiees.
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4, Purchase of own shares (Resolution 11)
Under the Companies Act 1985, the Company requires authorisation from sharsholders in general meeling If it is to purchase its own
shares. Resolution 1 seeks to renew the authority given at the last AGM.

The authority detailed in Resotution 11, which will be proposed as a special resolution, wil, it passed, give the Directors 1he renewed
authority to purchase up to approximately 10% of its issued share capital as at close of business on 27 February 2008 subject to
the limitations in sub-paragraph (b) of the resolution on the maximum and minimum prices that may be paid. The authority will be
exercised only il, in the opinion of the Directors, this will result in an increase in earnings per share and would be in the best interests
of shareholders generally.

The Compary will have the option of either holding in treasury or cancelling any shares purchased under this authority. Under the
Companies Act 1985 the Company is permitted to hold up to 10% of its issued share capital as treasury shares. Treasury shares
can ba sold quickly and cost effectively for cash giving the Company additional fexibility in the management of its capital base.
Whilst in treasury, the shares are treated as if cancelled so that no dividends are paid on them and they have no voiing rights.

As at 27 February 2008 (being the last business day prior to the publication of this notice] the Compary holds 13,664,604

shares as treasury shares within the meaning of Section 1624 of the Companies Act 1985, representing approximately 6.2%

of the totat ordinary share capital of the Company in issue.

5. Adoption of new Articles of Association (Resolution 12)

Resolution 12, which will be proposed es a special resolution, seeks to adopt new Artictes of Association (the ‘New Articles') in order
to update the Company's current Articles of Association (the 'Current Articles’) primarily to take account of changes in English
comparty kaw brought about by the Companies Act 2006.

The principal changes introduced in the New Articles are summarised in Appendix 1. Other changes, which are of a minor, technical
or clarificatory nature, and also some more minor changes which merely reflect changes made by the Companies Act 20086, have not
been notad in Appendix 1. The New Articles showing all the changes to the Current Articles are available for inspection.

6. Revised performance condition policy for future LTIP awards {Resolution 13)

As the Company enlered its third year of existence as an independent listed Company, the Remuneration Committee of the Board
{Ihe ‘Committee’) considered it timaly to review the appropriateness of the Company's long-term incentive arangements for its senior
exacutives. The Committee undertook the review with advice from its appointed independert acvisor, New Bridge Street Consultants
LLP, and had regard to current market and competitive practice, UK institutional Sharsholders' guldance and best practice.

Further to its review, the Committes is propesing to maka changes to Fillrona's LTIP strategy.

The first part of the Committes’s revised strategy is thal, going forwards, the share option element of the current long-term incentive
strategy for senior executives will be replaced with an additional award of performance shares.

The revised strategy of the Committes will see an increase in the normal annual grant of performance shares from awards over shares
equal in value to 100% of salary to awards over shares worth 150% of salary. This is within the maximum grant {imits permitted by the
rulas of the LTIP, which providas scope for a maximum annual award of performance shares with velue of 200% of salary.

The Committee is proposing that the performance condition for such fulure awards be split to provide that the vesting of half of each
such award be determined by relative totat sharehalder performance ({the same conditions as apply io performance awards to date)
and the other half subject to a challenging eaming per share growth parformance condition.

A full description of the revised performance condition policy is set out in Appendix 2 to this circular,

In the interas! of following best practice and to give sharehciders an oppartunity to show support for the proposal, Aesolution 13,
being proposed as an ardinary resolution, seeks shareholder consent to the adoption of a revised perfarmance condition policy,
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Appendix 1
Explanation of Principal Changes to the
Company’s Articles of Association

1. Articles which duplicate statutory provisions

Provisions in the Current Articles which replicate provisions contained in the Companies Act 2006 are in the main to be removed in
the New Articles. This is in ling with the approach advocatad by the Govemment that statutory provisions should net be duplicated
in a company's constitution, Certain examples of such provisions include provisions as to the form of resolutions, the variation of
class nights, the requirement 10 keep accounting records and provisions regarding the period of notice required to convene general
meetings. The main changes made to reflect this approach are detailed below.,

2. Form of resolution

The Current Articles contain a provision that, where for any purpose an ordinary resolution is required, a special or extraordinary
resolution is also effective and that, where an extraordinary resotution is required, a special resolution is also effective. This provision
is being removed as the concept of extraordinary resolutions has not been retained under the Companies Act 2008. Further, the
remalnder of the provision s reflected in full in the Companies Act 2006,

The Curren! Articles enable members {0 act by written resclution. Under the Companies Act 2006 public companies can no longer
pass written resolutions. These provisions have thergtore been removed in the New Articles.

3. Convening Extraordinary and Annual General Meetings

The provisions in the Current Articles dealing with the convening of general meetings and the length of ngtice required to convene
general meetings are Deing removed in the New Articles becausa the relevant matters are provided for in the Companies Act 2006.
In particular an Extracrdinary General Meeting to consider a special resolution ¢an be corvened on 14 days’ notice whereas
praviously 21 days' notice was required.

4. Votes of members

Under the Companigs Act 2006 proxies are entitled to vote on a show of hands whereas undar the Current Articles proxies are
only entitied to vote on 8 poll. The time Emits for the appeiniment or termination of a proxy appeintment have been altered by the
Companies Act 2006 so that the articlas cannot provids that they should be received mara than 48 hours belore the mesting

or in lhe case of a poll taken more than 48 hours after the meeting, more than 24 hours before the time for the taking of a pol,
with wesksnds and bank holidays being permitted 10 be excluded for this purpose. Multiple proxies may be appointed provided
that each proxy is appointed to exercise the rights attached 10 a different share held by the shareholder. The New Articles

reflect all of thesa new provisions.

5. Age of Directars on appointment

The Curent Articles contain a provision requiring a Director's age to be disclosed if he has attained the age of 70 years or more in
the notice convening a meeling at which the Director Is proposed 1o be elected or re-elected. Such a provision could now fal foul
of the Employment Equality {Age) Regutations 2008 and so has been removed from the New Articies.

6. Conflicts of interest

The Companies Act 2006 sets out Directors’ general duties which largely codify the existing law but with some changes. Under the
Companies Act 2006, from 1 October 2008 a Director must aveoid a situation where he has, or can have, a direct or indirect interest
that conflicts, or possibly may conflict with the Company’s interests. The requirement is very broad and could apply, for example, if
a Director becomes a director of another company or a trustee of another organisation. The Companies Act 2006 allows directors
of public companies to authorise conflicts and potential conflicts, whare appropriate, where the Articles ol Association contain a
provision to this effect. The Companies Act 2006 also allows the Articles of Association to contain alher provisions for dealing with
Diractors’ conflicts of intarest to avoid a breach of duty. The New Articles give the Directors authority to approve such situations and
{o include other provisions to allow conflicts of Intarest to be deali with in a similar way to the cumrent position.

There ara safeguards which will apply when Directors decide whether to authorise a confiict or potential conflict. First, enly Directors
who have no interest in the rmatter being considered will be able to take the relevant decision, and secondly, in taking the decision the
Diractors must act in a way they consider, in good faith, will be most likely 1o promote the Company’s success. The Directors will be
able 10 impose limits or conditions when giving authorisation if they think this is appropriate.

Il is also proposed that the New Articles should contain provisions refating to confidential information, attendance at Board meetings
and! availability of Board papers to protect a Director trom being in breach of duty if a conflict of interest or potential conflict of interest
arises. These pravisions will only apply where the position giving rise to the potential conflict has previously been authorised by the
Directors. it is the Board's intention to report annually on the Company's procedures for ensuring that the Board's powers of
authorisation of conflicts are operated effectively and that the procedures have been followed,

7. Notice of Board meetings

Under the Current Anticles, when a Director is abroad he can requast that notice of Directors’ maetings are sent to him at a specified
address and if he does not do so he is not entitled Lo receive notice while he is away. This provision has been removed, as modemn
communications mean that there may be no particular obstacle to giving notice 10 a Director who is abroad.

B. Records to be kept

The provision in the Current Articles requiring the Board to keep accounting records has been remaved as this requirement is
contained in the Companies Act 2006.

6 Filtrona plc Annual Report and Agcounts 2007




- - )

Annual General Meeting 2008 .
—_ . -

9. Distribution of assets otherwise thanin cash

The Current Articles contain provisions dealing with the distribution of assets in kind in the event of the Company going into
liquidation, These provisions have bean remaved in the New Arlicles on the grounds that a provision about the powers ¢f liquidators
is & matter for insolvency law rether than the articles and that tho Insolvency Act 1985 confers powers on the liquidator which would
enable it 10 do whal is envisaged by the Current Articles,

10. Electronic and web communications

Provisions of the Companies Act 2006 which came inlo foree in January 2007 enable companies to communicate with members by
glactronic and/or website communications. The New Articles continue to allow communications to members in electronic form and,
in addilion, they also permit the Comparty to take advantage of the new provisions refating to websile communications. Before the
Compary can communicate with a member by means of website communication, the relevant member must be asked individirally
by the Company to agree that the Company may send or supply documents or informalion to him by means of a website, and

the Comparny must elther have received a positive response or have received no response within the pericd of 28 days beginning
with the date on which the request was sent. The Company will notity tha member (either in writing, or by other permitted means)
when a relevant document or information is placed on the website and a member can always request a hard copy version of the
document or information.

11. General
Generally the opportunity has been taken to bring clearer language into tha New Articles.
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Appendix 2

Summary of the Performance Condition Policy
for Future Performance Awards under the Filtrona
Long-Term Incentive Plan

1. Introduction
The Committee has recently undertaken a review of the existing Long-Temm Incentive Plan ('LTIP") arrangements in place for the
Company’s senior execulives,

Resolution 13 being put to shareholders at the AGM seeks consen to the proposed adoption of a revised performance
condition policy.

Section 2 below sets out the revised performanca condition policy in connection with which sharehoider agproval is sought.

2. Revised performance condition policy
Under the revised policy it is proposed that two distinct performance conditions will appty.

The vasting of one hall of each performance award (‘'the TSR award’) will be depeandent on the Comparny’s tota! shareholder
performance [TSR') over a fixed three year period relative 1o that within a comparator group (the constituents of the FTSE 250
{exciuding invesiment {rusts) as ai the stant of the performance period).

Under the revised policy no part of the TSR award would vest untess the Company's TSR perfornance at least ranked at the median
within the comparator group, thereatier the tllowing vesting schedule would apply:

The Company's TER pertarmance ouer

the porlormanc e peiod ratilve 1D

(K4 b HigU oo T3] Zutent o vstg ot ine TSR vy
Median 25%
Between median and upper quartile Pro-rata betwesn 25% and 100%
Upper quartile or better 100%

The TSR of the Company and those within the comparator group shall be measured over a fixed period being the threa year period
commencing at the start of month in which the time of the grant of the award falls. The relevant TSR figures will be averaged over the
three month period before tha start and end of the periormance period.

Under the ravisad policy the vesting of the other half of each performance award ('the EPS award’} will be dependent on the
Cornpany's earnings per share performance over three consecutive financial years of the Company {starting with the financial year
in which the grant of the award falls).

No part of the EPS award will vest unless the Company's gamings per share performance over the performance period is at least
equal to BRP1 + 3% per annum, thereafter the following vesting schedule will apply:

The Corynmy's 25 panorriance ove:

U PEng NInG e pet o £oiem ol vesing of Ihe EPS awird
RP1 + 3% per annum 25%
RP! + 3% to 8% per annum Pro-reta betweean 25% and 100%
RPY + B% per annum or better 100%

Earnings per share will be calculated on such basis as the Committee reasonably select.

The Committee continues 1o be able 1o set different performance conditions from those set out in the performance condition
policy for future performance awards. The Committes also continues to be able 1o vary the performance conditions applying
to performance awards which have been granted if an event has occurred which causes the Commiltee to consider tha! the
performanca condition would not, without the alteration, achigve ilg original purpose, provided the Committee acts fairty

and reasonably (n making the alteration.

The intention would be to apply the revised policy for fulure performance share awards, which will normatly be spiil and made semi-
annually. Subject to securing shareholder approval, the first grant under the revised policy will be made in May 2008 and thersatter in
March ot each year. A further grant will be made in September each year, when share options would otherwise have been granted.

The Commitiee believes that the revised policy outlined above will enhance senior executive motivation and retention and enable the
Company to continue recruiting executives at the highasi calibre.
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3. Associated changes to the rutes of the LTIP {for information only)

Wilh a view 1o meating best praclice and major investors' expectations as to the suitable treatment of awards in the event of a
‘takeover' scenario, the Committes also concluded from its review that at the time of the adoption of the revised performance
condition policy the current rules of the LTIP shoutd be amended to provide that the extent to which future performance awards may
vest in the event of a takeover o winding-up of the Compary will be subject te: () the extent that the performance conditions have
been satisfied at that ime; and (i) the pro-rating of the awards 1o reflect the reduced period of time betwesn their grant and vesting,
although the Committee could decide not to pro-rate an award it it regards it as inappropriate to do $0 in the particular circumstances.

The rules of the LTIP In their current form provida that in the event of a takeover or winding-up of the Company {no! being an internal
conporate recrganisation} a participant's performance share award may vest in full at such time if the Committee is satisfied that the
performance of the Comparry has been satisfactory over the curtaited performarce perod.

The rules of the LTIP in their current form alreadly provide that in connection with & ‘good leaver’ event (e.q. cessalion by reason of
injury, disability, il-health ar redundancy) the extent 1o which such awards may vest is determined by the Commitiee having regard io
the axtent 1o which the performance conditions have baen satisfied and appropriate time pro-rating edjusiments,

Please note, as the proposed changes noted in this seclion 3 are not 1o the advantage of future participants, the Committes will rely
on its authority under the nutes of the LTIP to meke such changes without further shareholder consent.
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Contact details

Haliday Inn Hotel
500 Saxon Gate Wesl
Milton Keynes
Buckinghamshire

MKZ 2HQ

United Kingdom

Tet +44 (01570 400 9057
www.holiday-inn.com

How to get to Milton Keynes

By road

From the M1 lsave the motorway at Junction 14, following signs 1o
Milton Keynes Central. Go straight over seven roundabouts staying
on the HB, Childs Way.

At the eighth roundabout (South Saxon} tum right.

The Holiday Inn Hotel is located on the left, immediately after the
traffic lights (opposite Debenhams).

From the M40, follow the A34 to Bicester-Buckingham,

From Buckingham the A421 will take you into Milton Keynes.
To get to the Holiday Inn Hote! follow signs to Milton Keynes
Central and the hotel is on V7, Saxon Gate West.

By rai}
Virgin Traing and Siverlink Services provida direct and regutar train
services to Milton Keynes.

For further information, please contact National Rail Enquirias on
0B457 48 49 50 (24 hours) or www.nationalrail.co.uk,




REG-Filtrona plc Director/Fvin Snarcholdimg
Released- 03/03/2008 File No: 82-34882
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Filtrona plc

g3 March 2008 “n
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NOTLFICATION OF TRANSACTIONS OF DIRECTORS, PERSONS DISCHARGING MANAGERIAL .
RESPONSTBILITY OR CONNECTED PERSONS $rFICE GF H

COCRPORA

This form is intended for use by an issuer to make a RIS notification required by DR 1.4R{1)
(1) An issuer making a notification in respect of a transaction relating to the
shares or debentures of the issuer should complete boxes 1 to 16, 23
and 24.
(2) An issuer making a notification in respect of a derivative relating to the
gharesa of the issuer should complete boxes 1 to 4. 6. 8, 13, 14, 16, 23
and 24.
(1) An issuer making a notification in respect of options granted to a
director/person discharging managerial responsibilities should complete
boxes 1 to 3 and 17 te 24.
(1) An issuer making a notification in respect of a financial instrument
relating to the shares of the issuer (other than a debenture) should
complete boxes 1 to 4, 6, 8, 9, 11, 13, 14, 1&, 23 and 24,
Please complete all relevant boxes in block capital letters.
1. Name of the issuer
FILTRONA PLC
2. state whether the notification relates to
it a transaction notified in accordance with DR 3.1.4R(1}{a); or
(ii) DR 3.1.4{R) (1) (b) a disclosure made in accordance with section 124 (as extended by section 328) of the
Companies Act 1985; or
(iidi} poth (i) and (ii)
THE NOTIFICATION RELATES TQ A TRANSACTION NOTIFIED IN ACCORDANCE WITH DR 3.1.4R(1) ()
3. Name of person discharging managerial responsibiliries/director
LARS EMILSCN
4, State whether notification relates to a person connected with a person discharging managerial
responsibilities/director named in 3 and identify the connected perscn
N/A
5. fndicate whether the notification is in respect of a holding of the person referred to in 3 or 4 above or in
respect of a non-beneficial interest
THE NOTIFICATION IS IN RESPECT OF THE HOLDING OF THE PERSON REFERRED TO IN {3) ABOVE
6. Description of shares (including class), debentures or derivatives or financial instruments relating to
sharesg
ORDINARY SHARES OF 25P EACH
7. Name of registered shareholders(s) and, if more than one, the number of shares held by each of them
EFG BANK
8. State the nature of the transaction
PURCHASE OF SHARES
9. Number of shares, debentures or financial instruments relating to shares acquired
2,500 SHARES
10. Percentage of issued class acquired (treasury shares of that class should not be taken inte account when
calculating percentage)
¢.004%
11. Number of shares, debentures or financial instruments relating to shares disposed
N/A
12. pPercentage of issued class disposed (treasury shares of that class should not be taken intc account when
calculating percentage}
N/A
13, Price per share or value of transaction
£1.8187 per share
14 . Date and place of transacticn
29 August 2008, UK
15. Total holding following notification and total percentage holding following notification (any treasury

http://production.investis.com/fil/rns/rnsitem?id=1204552936nRNSC2195P 31/03/2008
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sharas should not be Laken into account when calculating percentage)
7,500 SHARES File No: 82-34882
16. pate issuer lnformed ol transaction

2% Fabruary 2008

If a person discharging managerial responoibilitles haw been granted options by the issuer complets the [0llowing boxes

17. Date of grant
1. Period during which or date on which it can be exercisen
is. Total amount paid (if any) for grant ef the option
20. Description of shares O debentures involved (class and number)
1. Excrcise price (1f fixed st time of grant) or indication that price is Lo be fixed at the tima of exarcime
22. Total number of shares or debentures over which options held [ellowing notification
). Any additional information
N/A
4. Name of contact and telephone aumber for queries

PATRICIA KINGDON - 01908 359% 100

Name and svignature of duly authorised officer of issuer responsible for making nogitication
JON GREEN

COMPANY SECRETARY

Date of notification
29 Fsbruary 2009

EXND

This information im provided by RNS
The company news service from the London Stock Exchange

Thio information is provided by RNS
The company news service from the London Stock Eachange

END
RDSUUUBANUPRGHY
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NOTIFICATION OF TRANSACTIONS OF DIRECTORS, PERSONS DISCHIRRGING-34882

MANAGERIAL RESPONSIBILITY OR CONNECTED PERSONS
REPLACEMENT

This replaces the announcement released on 3 March 2008 under RNS number 2195P and amends the
percentage holding of the acquisition and the date of the transaction.

This form is intended for use by an issuer to make a RIS notification required by DR 3.1.4R(1).

(N
(2
3)
4

An issuer making a notification in respect of a transaction retating to the shares or debentures
of the issuer should complete boxes } to 16, 23 and 24.

An issuer making a notification in respect of a derivative relating to the shares of the issuer
should complete boxes 110 4, 6, 8, 13, 14, 16, 23 and 24,

An issuer making a notification in respect of options granted to a director/person discharging
managerial responsibilities should complete boxes | to 3 and 17 to 24.

An issuer making a notification in respect of a financial instrument relating to the shares of
the issuer (other than a debenture) should complete boxes 110 4, 6, 8, 9,11, 13, 14, 16,23
and 24,

Please complete all relevant boxes in block capital letters.

Name of the issuer
FILTRONA PLC

State whether the notification relates to

{i) a transaction notified in accordance with DR 3.1.4R{1)(a); or

(i1) DR 3.1.4(R)(1)b) a disclosure made in accordance with section 324 (as extended by
section 328) of the Companics Act 1985; or

(i) both (i) and (ii)

THE NOTIFICATION RELATES TO A TRANSACTION NOTIFIED IN
ACCORDANCE WITH DR 3.1.4R(1)(A)

Name of person discharging managerial responsibilities/director
LARS EMILSON

State whether notification relates to a person connected with a person discharging managerial
responsibilities/director named in 3 and identify the connecied person

N/A

Indicate whether the notification is in respect of a holding of the person referred 1o in 3 or 4
above or in respect of a non-beneficial interest

THE NOTIFICATION IS IN RESPECT OF THE HOLDING OF THE PERSON
REFERRED TO IN (3) ABOVE

Description of shares (including class), debentures or derivatives or financial instruments
relating to shares

ORDINARY SHARES OF 25P EACH




12.

16.

Name of registered shareholders(s) and, if more than one, the number of sharé’gilﬁlﬁiﬁye'&’cﬁ‘w&?

of them

EFG BANK

State the nature of the transaction

PURCHASE OF SHARES

Number of shares, debentures or financial instruments relating to shares acquired
2,500 SHARES

Percentage of issued class acquired (treasury shares of that class should not be taken into
account when calculating percentage)

Less than 0.1%
Number of shares, debentures or financial instruments relating to shares disposed
N/A

Percentage of issued class disposed (treasury shares of that class should not be taken into
account when calculating percentage)

N/A

Price per share or value of transaction
£1.8187 per share

Date and place of transaction

29 February 2008, UK

Total holding following notification and total percentage holding following notification {any
treasury shares should not be taken into account when calculating percentage)

7,500 SHARES 0.004%
Date issuer informed of transaction

29 February 2008

If a person discharging managerial responsibilities has been granted options by the issuer complete
the following boxes -

Date of grant
Period during which or date on which it can be exercised
Total amount paid (if any) for grant of the option

Description of shares or debentures involved (class and number)




21. Exercise price (if fixed at time of grant) or indication that price is to be fixed Hilgehi 834882

exercise
22. Total number of shares or debentures over which options held following notification
23 Any additional information

N/A
24. Name of contact and telephone number for queries

PATRICIA KENDALL - 01908 359 100

Name and signature of duly authorised officer of issuer responsible for making notification
JON GREEN
COMPANY SECRETARY

Date of notification
4 MARCH 2008

END

This information is provided by RNS
The company news service from the London Stock Exchange




NOTIFICATION OF TRANSACTIONS OF DIRECTORS, PERSONS DISCHARBINI-34882
MANAGERIAL RESPONSIBILITY OR CONNECTED PERSONS

in accordance with Disclosure Rule 3.1.4R(1), and in accordance with Section 329 of the

Companies Act 1985, the Company was advised on 3 March 2008 of the following directors who
have acquired an interest in the ordinary share capital of Filtrona pic (the '‘Company}):

Name of company
Filtrona plc

2. Name of director

<IEE!

202
g7 0 & q} udd Wil

Mark Harper

10 3

Nature of transaction

1y d04d

w4 3
N;:aBLHl

g3A1303d

A Deferred Annual Share Bonus Plan ('DASB’) award

W

..
LAY

4 Date of grant

Teey
-t

03 March 2008
Period during which or date on which exercisable

DASB — deferred until 01 March 2011 subject to the rules of the DASB

Total amount paid (if any) for grant of the option

nfa
Description of shares or debentures involved: class, number
Number of 25p

ordinary shares
114,499

8. Exercise price (if fixed at time of grant) or indication that price is to be fixed at time of
exergise

nfa




9.

23.

24.

25.

File No: 82-34882

Total number of shares or debentures over which options held following this notification

Detalls

Matching Performance Share Award under
Part B of the Filtrona pic Long Term Incentive
Plan

Performance Share Award under Part B of the
Filtrona pl¢ Long Term Incentive Plan

Unapproved Options under Part A of the
Filtrona plc Long Term Incenlive Plan

Deferred Annual Share Bonus Plan Award

Approved Options under Part A of the Filtrona
plc Long Term Incentive Plan

TOTAL

Any additional information

N/A

Name of contact and telephone number for queries

Patricia Kendall 01908 359100

Number

126,902

476,243

483,883
222,350

11,776
1,321,154

Name and signature of authorised company official responsible for making this

notification

Steve Dryden
Finance Director

Date of Notification
4 March 2008




¥

File No: 82-34882

NOTIFICATION OF TRANSACTIONS OF DIRECTORS, PERSONS DISCHARGING
o MANAGERIAL RESPONSIBILITY OR CONNECTED PERSONS

In accordance with Disclosure Rule 3.1.4R(1), and in accordance with Section 329 of the
Companies Act 1985, the Company was advised on 3 March 2008 of the following

directors/persons discharging managerial responsibility {PDMR') who have acquired an interest
in the ordinary share capital of Filtrona plc (the '‘Company}:

1. Name of company

Filtrona plc
2. Name of directors/PDMR .
oz B ®
Steve Crummett S . ™
Antony Edwards o, » O
Jon Green 22— M
Robert Purcell L ¢
Sreekumar Puthen Thermedam -~ m
Russell Rogers ERE A =) o
Neil Shillingford 2E o
Alan Tidy Gt @
3

Nature of transaction

A Deferred Annual Share Bonus Plan {'DASB') award

4. Date of grant
03 March 2008

Period during which or date on which exercisable

DASB - deferred until 01 March 2011 subject to the rules of the DASB

Total amount paid (if any) for grant of the option
n/a




7.

#

Description of shares or debentures involved: class, number

File No: 82-34882

Number of 25p

PMDR ordinary shares
Steve Crummett 29,191
Antony Edwards 22,069
Jon Green 29,19
Robert Purcell 40,240
Sreekumar Puthen Thermedam 33,944
Russell Rogers 22,280

+ Neil Shillingford 17,111
Alan Tidy 28,184

Exercise price (if fixed at time of grant) or indication that price is to be fixed at time of

exercise

n/a

Total number of shares or debentures over which options held following this notification

PMDR

Steve Crummett

Antony Edwards

Details

Approved Options under Part A of
the Filtrona plc Long Term Incentive
Plan

Unapproved Options under Part A of
the Filtrona plc Leng Term Incentive
Plan

Deferred Annual Share Bonus Plan
Award

TOTAL

Matching Performance Share Award
under Part B of the Filtrona plc Long
Term Incentive Plan

Performance Share Award under
Part B of the Filtrona plc Long Term
tncentive Plan

Approved Options under Part A of
the Filtrona plc Long Term Incentive
Pian

Unapproved Options under Part A of
the Filtrona plc Long Term Incentive
Plan

Deferred Annual Share Banus Plan
Award

TOTAL

Number

12,552

60,669

29,191
102,412

29,608

115,784

11,776

142,752

26,618
326,538




PMDR
Jon Green

Robert Purcell

Sreekumar
Puthen
Thermedam

Details

Performance Share Award under
Part B of the Filtrona plc Long Term
Incentive Plan :

Approved Options under Part A of
the Filtrona plc Long Term Incentive
Plan

Unapproved Options under Part A of
the Filtrona pfc Long Term Incentive
Plan

Deferred Annual Share Bonus Plan
Award

TOTAL

Matching Performance Share Award
under Part B of the Filtrona plc Long
Term Incentive Plan

Performance Share Award under
Part B of the Filtrona plc Long Term
Incentive Plan

Approved Options under Part A of
the Filtrona pic Long Term Incentive
Plan

Unapproved Options under Part A of
the Filtrona pic Long Term Incentive
Plan

Deferred Annual Share Bonus Pian
Award

TOTAL

Matching Performance Share Award
under Part B of the Filtrona pic Long
Term Incentive Plan

Performance Share Award under
Part B of the Filtrona plc Long Term
Incentive Plan

Approved Options under Part A of
the Filtrona plc Long Term Incentive
Plan

Unapproved QOptions under Part A of
the Filtrona plc Long Term Incentive
Plan

Deferred Annual Share Bonus Plan
Award

TOTAL

File No: 82-34882
Number

105,635

11,776

131,036

90,362
298,809

85,194

157,416

11,776

188,582

89,013
531,981

40,574

147,304

11,776

179,161

38,437
417,252




23.

24

25,

File No: 82-34882

PMDR Details Number
Russell Rogers  Matching Performance Share Award
under Part B of the Filtrona pic Long
Term Incentive Plan 6,106
Performance Share Award under
Part B of the Filtrona plc Long Term
Incentive Plan 115,653
Unapproved Options under Part A of
the Filtrona plc Long Term Incentive

Plan 143,416
Deferred Annuat Share Bonus Plan

Award 30,906
TOTAL 305,081

Neil Shillingford ~ Performance Share Award under
Part B of the Filtrona plc Long Term
Incentive Plan 85,259
Unapproved Qptions under Part A of
the Filtrona pic Long Term Incentive

Plan 142,693

Deferred Annual Share Bonus Plan

Award 40,130

TOTAL 268,082
Alan Tidy Performance Share Award under

Part B of the Filtrona plc Long Term

Incentive Plan 111,607

Approved Options under Part A of

the Filtrona plc Long Term Incentive

Plan 11,776
Unapproved Optlions under Part A of

the Filtrona plc Long Term Incentive

Plan 132,186
Deferred Annual Share Bonus Plan

Award 49,469
TOTAL 305,038

Any additional information

N/A

Name of contact and telephone number for queries
Patricia Kendall 01908 359 100

Name and signature of authorised company official responsible for making this
notification

Steve Dryden Finance Director
Date of Notification

04 March 2008 '




TR-1: Notifications of Major Interests in Shares

File-No:-82-34882

1. Identity of the issuer or the underlying
issuer of existing shares to which voting rights
are attached:

Filtrona Plc

2. Reason for notification (yes/no)

An acquisition or disposal of voting rights

Yes

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 Management Ltd

notification obligation:

BAE Systems Pension Funds Investment

BAE Systems Pension Funds CIF Trustees

4. Full name of shareholder(s) (if different | Ltd
from 3):
BAE Systems 2000 Pension Plan Trustees
Ltd
5. Date of transaction (and date on which the | 5th March 2008
threshold is crossed or reached if different): P
2o = D
6. Date on which issuer notified: 6th March 2008 o B ™
CU R O A
== = m
7. Threshold(s) that is/are crossed or 3% b =
reached: == T m
8: Notified Details wa o O
A: Voting rights attached to shares P
2T %
Class/type | Situation previous to | Resutting situation after the triggering transaction
of shares the triggering
If possible use | transaction
ISIN code Number | Number | Number | Number of voting Percentage of voting
of shares | of voting | of shares | rights rights
rights
Direct Indirect Direct Indirect
GBODB074435¢ | 6,746,376 | 6,748,376 | 5748378 5746376 | O 2.7%% 0

B: Financial Instruments

Resulting situation after the triggering transaction

Type of Expiration date | Exercise/ No. of voting rights Percentage of

financial conversion that may be acquired | voting rights

instrument pericd/date (if the instrument
exercised/convertod)




| Fiteto—82-34482

Total (A+B)
Number of voting rights Percentage of voting rights
5,746,376 2.79%

9. Chain of controlled undertakings through which the voting rights and /or the

financial instruments are effectively held, if applicable:

BAE Systems Pension Funds Investment Management Ltd *

BAE Systems Pension Funds CIF Trustees Ltd
BAE Systems 2000 Pension Plan Trustees Ltd

* BAE Systems Pension Funds Investment Management Ltd is OPS firm acting for trustees

of the above schemes.

Proxy Voting:

10. Name of proxy holder:

Nortrust Nominees Limited

11. Number of voting rights proxy N/A
holder will cease to hold:

12. Date on which proxy holder will N/A
cease to hold voting rights:

13. Additional information: None

14 Contact name;

Patricia Kendall

15. Contact telephone name:

01908 359100

C: Additional information




File No: 82-34882

Appointment of Finance Director

Filtrona plc is pleased to announce the appointment of Steve Crummett to the
position of Finance Director with effect from 18 March 2008. Steve is a Chartered
Accountant, having trained with Arthur Andersen after graduating from Oxford
University. Prior to joining Filtrona as Director of Carporate Development in May
2007, he held various senior finance positions with Exel pic, McKechnie Ltd and

Logica plc.

Further to the announcement on 4 Dacember 2007, Filtrona pic today confirms that
Steve Dryden will resign from the Board of Directors of the Company on 19 March
2008 and his employment will terminate with effect from 31 March 2008.

Commenting on the appointment, Filtrona Chief Executive Mark Harper said, "Since
joining Filtrona, Steve Crummett has had a key role in the development of the
Company's acquisilion initiatives and corporate strategy. He combines considerable
international corporate development experience with a strong financial background
and he will contribute significantly to the Board and to the ongoing growth and
development of Filtrona.”

In accordance with the Listing Rules 9.6.13 (1) Steve Crummett has advised that he
has been appointed a director of the following companies
o Isotrak Limited - (resigned 31 July 2008)
¢ Unique Logistics International Limited - (resigned 23 March 2006)
« Unique Logistics Hoidings Limited — (resigned 23 March 2006) — (Hong Kong
Registered)

Steve Crummett confirms that there are no other details to be disclosed under Listing
Rule 9.6.13 (2) to (6)

As at the date of this announcement Steve Crummett has the following interests in
the ordinary shares of Filtrona plc.
» Approved options under Part A of the Filtrona pic Long Term Incentive Plan -
12,552
» Unapproved options under Part A of the Filtrona plc Long Term Incentive Plan
- 60,669
+ Deferred Annual Share Bonus Plan - 29,191

Enguiries:

Filtrona plc Tel: 01908 359100
Mark Harper, Chief Executive

Finsbury Tel; 020 7251 3801
James Leviton
Gordon Simpson
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Annual Report and Accounts 2007 and Circular including Notice of Annual
General Meeting

In compliance with Listing Rule 9.6.1 Filtrona plc has submitied to the UK Listing
Authority two copies of the documents listed below:

l. Annual Report and Accounts 2007
2. Circular including the Notice of Annual General Meeting for 2008

Copies of the above documents will shortly be available for inspection at the UK
Listing Authority’s Document Viewing Facility at:

The Financial Services Authority
25 The North Colonade

Canary Wharf

Londen

R14 5HS




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:

Filtrona Pic

2. Reason for notification (yes/no}

An acquisition or disposal of voting rights

Yes

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:

J P Morgan Chase & Co

J P Morgan Asset Management (UK)

4. Full name of shareholder(s) (if different | Limited

from 3):

5. Date of transaction (and date on which the | 25th March 2008
threshold is crossed or reached if different):

6. Date on which issuer notified: 28th March 2008
7. Threshold(s) that is/are crossed or 5%

reached:

8: Notified Details

A: Voting rights attached to shares

Classitype | Situation previous to | Resulting situation after the triggering transaction
of shares the triggering
if possibie use | transaction
ISIN code Number | Number | Number | Number of voting Percentage of voting
of shares | of voting | of shares | rights rights
rights
Direct Indirect | Direct Indirect
GBOOB0744359 | Botow 5% Balow 5% | 10,480,225 10,460,225 5.09%

B: Financial Instruments

Resulting situation after the triggering transaction

Type of
financial
instrument

Expiration date

Exercise/
conversion
periodidate

No. of voting rights

{if the instrument

that may be acquired

exercised/converted)

Percentage of
voting rights

N/A




Total (A+B) File No: 82-34882
Number of voting rights Percentage of voting rights
10,460,225 5.09%

9. Chain of controlled undertakings through which the voting rights and /or the
financial instruments are effectively held, if applicable:

Total disclosable holding for JP Morgan Chase & Co : 10,460,225 {5.09%)

Holdings by controlled undertakings of JP Morgan Chase & Co are as follows:

JP Morgan Asset Management (UK) Limited: 10,460,225 (5.09%}

Proxy Voting:

10. Name of proxy holder: NIA
11. Number of voting rights proxy N/A
holder will cease to hold:

12. Date on which proxy holder will N/A
cease to hold voting rights:

13. Additional information: None

14 Contact name:

Patricia Kendall

15. Contact telephone name:

01908 359100

C: Additional information
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Annuzl General Meeting 2008 .

Notice of Annual General Meeting

Notice is hereby given that the 2008 Annual General Meeting of Fittrona plc {the ‘Company’} will be held at the Holiday
Inn Hotel, 500 Saxon Gate West, Milton Keynes, Buckinghamshire MK9 2HQ on Thursday 24 April 2008 at 12 noon to
consider the rasoiutions below.

Ordinary business
Resolutions 1 to 8 will be proposed as ordinary resolutions.

To receive and adopt the accounts for the year ended 31 December 2007 and the Reports of the Directors and Audilor thereon.
To receive and adopt the Report of the Rarmuneration Committes for the year ended 31 December 2007,

To declare a final dividend for the year ended 31 December 2007 of 5.08p per ordinary share,

To re-elect Mark Harper, who retires by rotation, as a Director.

To re-elect Paul Drechsler, who retires by rotation, as a Director.

To elact Steve Crummeett as a Director.

To elect Lars Emilson as a Director.

To re-eppoint KPMG Audit Pic as Auditor and to authorise the Directors to fix the Auditors’ remuneration.

NSO RO~

Special business
Resclution B will be proposed as an ordinary resolution, Resolutions 10 to 12 as special resolutions and Resolution 13 as an
ordinary resolution.

9. Authority to allot unissued shares (ordinary resolution)

THAT the Directors be and they are hereby ganerally and unconditionally authorised, in substitution for all previous authorities, to
axercisa all the powers of the Company to allot retevant securities (within the meaning of Section B0 of the Companies Act 1985) up

{o an aggregate nominal amount of £17,138,516 provided that this authority shall expire, unless previousty revoked or varied, at the
conclusion of the next Annual General Meeting of the Company after the passing of this Resolution save that the Company may,
betore such expiry, make an offer or agreement which would or might require relevant securilies (o be allotied after such expiry and
the Directors may allot relevant securities in pursuance of such offer or agreement as if the authority conferred hereby had not expired.

10. Allotment of shares for cash (special resolution)

THAT subject to the passing of Resolution 9 above the Directors be and they are hereby empowered pursuant to section 95 of the
Companies Act 1385 10 allot equity securities {within the meaning of section 84 of that Act) for cash pursuani 10 the authority granted
by that resolution, and/or where such allotment constifutes an afotment of equity securities by virtue of seclion 94(3A) of that Act, as if
section 89(1) of that Act did not apply to any such allotment provided that this power shall be limited to:

{a) the aflotment of equity securities in connection with a rights issue, open oter or any other pre-emptive offer in lavour of ordinary
shareholders, whera the equity securities respectivaly attributable to the interests of such ordinary sharsholders are propartionate
{or as nearty as may be) to the respective numbers of ordinary shares hald by them, subject to such exclusions or other
arrangements as the Directors may deem fit 1o deal with fractional entitiernents or legal or practical problema arising under the
laws of, or the requirements of any stock exchanga or reguiatory body in, any lermitory or otherwise howsoever; and

) the allotment or sale (otherwise than pursuant o paragraph {a) above) of equity securities up to an aggregale norminal amount of
£2,741,585; and

shafl expire, unlgss previousty revoked or varied, at the conclusion of the next Annual General Mesting of the Company after the
passing of this Resolution, save that the Company may, betore such expiry, make an offer or agreement which would or might require
equity securities to be aflotted afier such expiry and the Directors may aflot equity securities lor pursuance of such offer or agreement
as it the power hereby granted had not expired.

11. Purchase of own shares (special resolution)

THAT the Company be and is hereby generally and unconditionally authorised for the purposes of section 186 of the Companies Act
1985 to make market purchasas {within the meaning of section 163{3) of that Act) of ordinary shares of 25p each inits capital
{'ordinary shares') provided that:

{a) the maximum aggregate number of ordinary shares which may be 5o purchased is 21,932,600,

(O} the maximum price at which any ordinary share may be so purchased is an amount equal to 105% of the average of the middle
market quotations for an ordinary share taken from the London Stock Exchange Daily Official List for the five business days
immediately preceding the day of purchase and the minimum price is 25p per ordinary share; and

{c} this authority shall expire, unless previously revoked or varied, at the conclusion of the next Annual General Meeting of the
Company after the passing of this Resotution or on 26 Oclober 2009 (whichever shall occur firsy), save that the Company may,
before such expiry, make contracts for purchases of ordinary shares which would or might be completed wholly or partty after
such expiry and mey make a purchasa of ordinary shares in pursuance of any such contract,

1 Filtrona plc Annual Report and Accounts 2007 www.filtrona.com
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seek your own financial advice from a stockbroker, bank manager, solicitor, accountant or other independent financial advisar
authorised under the Financial Services and Markets Act 2000 if you ars in the United Kingdom or, if you are not, from another
appropriately authorised independent financial adviser. If you have sold or otherwise transferred all of your shares in Fitrona plc you
should pass this document and accompanying form of proxy 10 the person through whom the sale or transter was effected for
transmission to the purchaser or transferee,

FILTRONA

Filtrona plc
{incorporated and registered in England and Wales under number 05444653)

NOTICE OF ANNUAL GENERAL MEETING

|
If you are in any doubl as to any aspect of the proposala refarred to in this dogument or &3 to the action you should taks, you should

Notice of the Annual General Mesting of the Company to be held at the Holiday Inn Hotel, 500 Saxon Gate West, Miton Keynes,
Buckingharnshire MKS 2HQ on Thursday 24 Aprit 2008 at 12 noen is $e1 out at the end of this circular,

Whether or not you propose to attend the Annual General Mesting, plaase complete and submit a proxy form in accordance with the
instructions printed on the enclosed form. The proxy form must be received not tess than 48 hours befera the time of the holding of
. the Annual General Meeting.




Notice of Annual General Meeting

Notice is hereby given that the 2008 Annual General Meeting of Filtrona plc {the ‘Company’) will be held at the Holiday
Inn Hotel, 500 Saxcn Gate West, Milton Keynes, Buckinghamshire MK9 2HQ on Thursday 24 April 2008 at 12 noon to
consider the resolutions below.

Ordinary business
Resolutions 1 1o 8 will be proposed as ordinary resolutions.

Yo receive and adopt the accounts for the year ended 31 December 2007 and the Reports of the Directors and Auditor thereon.
To receive and adop! the Repon of the Remuneration Committee for the year ended 31 December 2007,

To declare a final dividend for the year ended 31 December 2007 of 5.08p per ordinary share.

To re-slect Mark Harper, who retires by rotation, as a Director.

To ra-elect Paul Drechsler, who retires by rotation, as a Director.

To elect Steve Crummett as a Direclor.

To elect Lars Emilson as a Director.

To re-appoint KPMG Audit Pic as Auditor and to authorise the Directors to fix the Auditars' remuneration.

ENOmALDMD =

Special business
Resolution 9 will be proposed as an ordinary resohution, Resclutions 10 to 12 as special resolutions and Resokution 13 as an
ordinary resolution.

9. Authority to allot unissued shares {ordinary resolution)

THAT the Directors be and they are hereby generally and unconditionally authorised, in substifution for all previous authorities, o
axarcise all the powers of the Company to allot relevant sacurities {within the meaning of Section 80 of the Companies Act 1985) up

to an aggregate nominal amount of £17,138,516 provided that this authority shall expire, unless previously revoked or varied, at the
conchusion of the next Annual General Meeting of the Company after the passing of this Resolution save that the Company may,
betore such expiry, maka an offer or agreement which would or might require relevant securities to be allotted after such expiry and
the Directors may allot relevant securities in pursuance of such offer or agreement s if the authority conferred heraby had not expired.

10. Allotment of shares for cash (special resolution)

THAT subject to the passing of Resolution B above the Directors be and they are hereby empowered pursuant to section 95 of the
Companies Act 1985 1o allot equity securities {within the meaning of section 84 of that Act) for cash pursuant to the authority granted
by that resolution, ancor where such allotment constilutes an allotment of equity securilies by virtue of section 94(34) of that Act, es if
section 89(1) of that Act did not apply to any such aliotrment provided that this power shall be limited 10;

(@) the allotment of equity securities in connection with a rights issue, open offer or any other pre-emptive offer in favour of ordinary
shareholders, where the equity securities respectivaly attributable to the interests of such ordinary shareholders are proportionate
{or as nearly as may be) 1o the ragpective numbers of ordinary shares held by them, subject 10 such exclusions or other
arrangements as the Directors may desm fil to deal with fractional entittenents or legal or practical problems arising under the
laws of, or the reguirements of any stock exchange or regulatory body in, any temitory or otherwise howsoever, and

{ the allotment or sale (otherwise than pursuant to paragraph (a) above) of equity securities up lo an aggregate nominal amount of
£2.741,685; and

shall expire, unless previously revoked or varied, at the conclusion of the next Annual General Meeting of the Compary after the
passing of this Resohution, save that the Company may, before such expiry, make an offer or agrasment which would or might require
equity securities to be allotted after such expiry and the Directors may allot equity securities for pursuance of such offer or agreement
as if the power hereby granted had not expired.

11. Purchase of own shares (special resolution)

THAT the Company ba and is hereby generally and unconditionally authorised for the purposes of section 166 of the Companies Act
1985 to make market purchases (within the meaning of section 163(3) of that Act} of ordinary shares of 25p each in its capital
{‘ordinary shares’} provided that:

(@) the maximum aggregate number of ordinary shares which may be so purchased is 21,932,600;

B} the maximum price at which any ordinary share may be so purchased is an amount equal to 105% of the everage of the middle
market quotations for an ordinary share taken from tha London Stock Exchange Daily Official List for the five business days
immediately preceding the day of purchase and the minimum price Is 25p per ordinary share; and

{c) this authorily shall expire, unless praviously revoked or varied, a1 the conclusion of the next Annual General Mesting of the
Company after the passing of this Resolution or on 26 Octaber 2009 fwhichever shall occur first), save that the Company may,
before such expiry, make contracts {or purchases of crdinary shares which would or might be completed wholly or partly after
such expiry and may make a purchase of ordinary shares in pursuance of any such contract.

1 Fiftrona plc Annual Report and Accounts 2007 www.filtrona.com
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Notice of Annual General Meeting

12. Adoption of new articles of association (special resotution)

THAT the Articles of Association produced to the meeling and initialled by the Chairman of the meeting for the purpose of
identification be adopted as the Articies of Association of the Company in substitution for, ard to the exclusion of, the existing
Articlas of Association.

13. Revised performance condition policy for future Long-Term Incentive Plan ('LTIP'} awards (ordinary resolution)

THAT the Remuneration Committes of the Board be authorised to adopt the performance condition policy as described in
Appendix 2 on page 8 of this document, In respect of future awards under the LTIP.

By order of the Board

Jon Green
Company Secretary
10 March 2008

Registered Office:

Avebury House

2Q1-249 Avebury Boulevard
Milton Keynes
Buckinghamshire MK 1AU

Registered in England and Wales No. 05444653

Notes

1. A membor of the Gompeny may appoint a proxy to exercise all of sy of his/ner nights to attend, speak, and vl in his/her stead. A member May appOing
more than one praxy provided thal each proxy i3 appointad to exarcise the rights attached to d:fferent shivas hakd by that member. A proxy need nol ba a
mamber of tne Company,

2. Atorm of proxy is enciosed. To bae valid 1he form of proxy and (uniess previously registared with the Comparny} the power of attorney (if any) under which it is
siggned {or a duly certified copy thersofl) must be delivered to Computershare Investor Sorvices PLC, PO Box 1975, The Paviions, Bridgwster Road, Bristol
BS98 3FA not later than 48 hours belore the tima appomnted for holding the Meeting. Sharehoiders submilting a proxy are not preciuded from attending the
Mepting and voling if they wish 10 00 90,

To vota using Lhe inlemat, go to www.computorsharo.comAuk/voting/tr. You will need an intemet enabled computer with minimum web browser of Intemet
Explorer 4 or Noetscape 4, You will be asked to entor the Sharsholder Reference Number and PIN number as printed on your form of proxy, and to agres to
certain terms end conditions.

CREST members who wish to appoint a proxy or prowdes through the CREST electronic proxy appaintmant sarvice may do so for the Mesting and any
adioumment(s) of the Mesting by using tha procedures described in the CREST Manual, CREST Personal Members ot olher CREST sponsored membara end
those CREST members who have eppointed a voting service provideris} shoutd refer 1o their GREST sponsar or voting service provider(s), who will be able 1o
taka lhe appropriate aclion on ther behalf.

In order tor a proxy appoiniment o instruction made using the CREST sarvice 10 be valid, the appropriate CREST message {a 'CREST Proxy Instruction’) must
be properly authenlicated in accordance with CRESTCo Limited's specifications and must contain the information required Tor such Instructions, as desenbed
in the CREST Manual. The messags, ragardiess of whether it constitutes the appointment ol a proxy or an amendment 10 the instruction given by a previously
appointed proxy must, in order to be valid, be transmitlad so as to ba received by the Comparny's agent (D 3RAS0) by the Latest timeds) for receipt of proxy
appointments sal out abova. For this purpose, the lime of receipt will be 1aken 1o be the tme (a9 determined by the timastamp applied to the message by the
CREST Applications Host) from which the Company's agent is able Lo retrieve the message by enquiry 10 CREST in the manner prescribed by CREST, After
this time any change ol instructions 1o proxies eppointed through CREST should be communicated to the appaintee through olhar means.

CREST members and, whem applicable, their CREST sponsors or vollng service providers shoudd note that CRESTCo Limited does not make availabke
special procedurs i CREST or gny particuiar maessages. Nomal system timings and limitations will thergtore apply in relation 1o the input of CREST Proxy
Instructions. It is lhe responsitaity of tha CREST member concermed to take (o, If the CREST member is a CREST Personal Member or sponsoned member
or has appointad a voting service provider(s), 10 procure that his CREST sponsor or voting providerts) lake(s)) such action &s is necassary to enswa that a
massage is rensmitted by means of the CREST system by any particular time. In this connegtion, CREST mambars and, whera applcable, their CREST
sponsors or vwoting service providers are refermed, in partioular, 1o those sections of the CREST Mamual concerning practical limitations of the CREST system
and tmings.

The Cormpany may treai as invalld a CREST Proxy Instruction in the circumstances set out in Reguiation 35(5)(g) of the Uncertificated Securities
Regulations 2001.

Any person 1o whom this notice 5 5ent who i & person nominated undar section 146 of tha Companies Act 2008 to enjoy information rights (a *Nominaled
Person'} may, under an agreement between him/hor anc the shareholder by whom ha/she was nominatad, have a night to be appointed (or Lo have someons
eise appointed) as a proxy for tho Meeting. If a Nominated Parson has no such proxy appoiniment right of coes not wish to exercise it, he/she may, under eny
such agreement, have a right to giva instructions lo Ihe shareholder as to the exercise of voling rights. The statement of the rights of shareholders in refation to
the appointrmeni of proxies in paragraphs 1 and 2 above does nol apply 10 Nominated Parsons, The dghts doscribed in these paragraphs can only be
axarcised by sharahokdaers of the Company.
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3. The register of interests of the Direclors and their connected persons in the share capital ol the Company, copies of tho Diroclors” sernvice contzacts, a
documen showing tha proposed changas to be made 1o tha Current Asticles by the New Articles are available for inspection by members &t the Compary's
registared oifico ot Avebury House, 201-249 Avebury Boulevard, Milton Keynes, Bugkinghamshire MKS 1AU batweon 8.30 am and 5.00 prm on any weekday
{Saturdays, Sundays and public holidays exciuded) from the date of this Notice until (he date of 1he Mesting and will be evaitabla for ingpection a1 the place of
tha Maeting from 15 minutes prior to the Mesting untll ks conclusion.

. As a1 7 March 2008 (being the last business day prior o the publication of thig notice) the Company holds 13,684,604 shares a3 Ireasury shares within
the mearing of Section 182A of 1he Companies Act 1885, raprasanting spproximately 6.2% of the lotal ordinary share capitel of the Company in issue. As at
7 March 2008 (being the last business day prior 1o the pubiication of this notice} the Company's Issund sharg capital consists of 219,326,795 ordinary chares,
carrying one vote aach. Thergtora, the 1otal voling rights in he Cormpany as at 7 March 2008 are 205,662,191,

. Pursugnt 1o Regulation 41 of the Uncertifisd Securities Regulations 2001, the Company gives natice thal only those shargholders on the Register of Members
of tha Compay al 12 noon on 22 Aprdl 2008 or, In the event of the adjoumned Meeting, 48 hours prior 10 the time of the adioumed Meeting, will be entitied Lo
attand and vote at the Meeting in respect of the number of sharas regisiered in their espective names at that time. Changes to entries on the Regisler of
Members aiter 12 noon on 22 Aprl 2008, or 48 hours before the time appointad of eny adiourned Meeting, will be disregarded in determining the rights of any
person to attend and vole at the Meating.

, In order to lacitata voling by corporate represoniatives gt the Maeting, arrengemans will be put in place at the Moeting so that: f) il a corporate shargholder
has appointed the Chairman of the Mesling as its conporate represeniative with instructions 10 vole on a pallin sccordance with the drections of il of he
othor corpornie representaiives tor thas shareholder at the Meeting, then on a poll Lhose carporaile reprosentalives will giva voting directions to the Chairman
and tha Chaimnan wil vole (or withhold a votel as comporate representalive in accomdance with those directions; and (i} # more than one corporate
represemative for the same comporate shareholder attends the Maeting but the corporate sharehowder has not appointed the Chaiman of 1he Meetnyg as its
corporate representalive, a designatod corporats representalive wil be nominated, from those corporata raprésentatives who attend, who wil voia on a pok
and the othar corporale fepreseniatives will give voling directions 10 1hat designated corporata representative. Corporale shayeholders are referred 1o 1he
guidance issuad Oy Ihe Instituie of Chartersd Secretaries and Administrators on prodes and Corporata represaniatives (www.icsa.org.uk) for furiner detads of
ihes procedurs. The guidanca inchudes a sample fom of representation letter if the Chainman i being appointad o3 descrited in ) ebove.
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Explanatory Notes to the Notice of Annual General Meeting

The nctes on the following pages give an explanation of certain of the proposed resolutions.

Resotutions 1 1o @ (Inclusive) and 13 will be proposed as ordinary resohaions. This means that {or each of those resolutions 1o e
passed, more than half of the votes cast must be in favour of the resclution. Resolutions 10 10 12 (inclusive) will be proposed as
special resolutions. This means that for each of those resolutions to be passed, at least three quaners of the voles cast must ba in
favour of the resclution.

1. Dividend (Resclution 3)

A final dividend for the year ended 31 December 2007 of 5.08p per ordinary share is recommended by the Directors and is put to
shargholders for their approval. if approved, the dividend will be paid on 2 May 2008 to shareholders on the Register of Mambers of
the Company at the close of business on 11 April 2008, making a total dividend In respect of the year ended 31 December 2007 of
7.50p per ordinary share. In accordance with the Articles of Association of the Company the shareholders cannot resolve to pay an
amount greater than that recommended by the Directors.

2. Directors (Resolutions 4to 7)
Biographical details of the Directors to be elected or re-elected can be found on page 31 and 33 of the Anrwal Report and on the
Company website at www.filtrona.com.

Mark Harper and Paul Drechsler retire by rotation in accordance with the Articles of Association and being eligible offer thamsehves up
for re-election.

Mark is the Chigf Executive of Filttrona plc and Paul is the Senior Independent Non-Executive Director who is also the Chairman of the
Aemuneration Committee and a member of the Audit and Nomination Committees.

In proposing the re-elaction of the Directors the Chairman has confirmed that, lollowing formal perforrmance evaluation, each
individual continues to make an efiective and valuable contribution to the Board and demonsirates commitment to the role.

In accardance with the Articles of Association, Lars Emilson, having been appeinted a Director since the last AGM, is required to retire
at this meeting and, being eligible, offers himself for slection. The Board concluded that Lars’ extensive international experience would
be heneficial 1o the composition of the Board.,

In accordance with the Articles of Association, Steve Crummett, having besn appointed a Director since the last AGM, is required to
retire al this meeting and, being efigible, offers himself for election. The Board conciuded that Steva's extensive intemational corporate
davelopment experience and financial background would be beneficial to the composition of the Board.

3. Renewal of Directors power to allot shares (Resolutions 8 and 10}
The Companies Act 1985 prevents Directors from allotting unissued shares without the authority of sharehoiders in ganeral mesting.

Resolution 9 wil, if passed, give the Direclors the authority 1o allot shares up to a maximum nominal vatue of £17,138,516, reprasenting
one third of the issued share capila! (excluding shares heid in treasury) of the Company a1 27 February 2008. The Directors do not
intend at present to use this authority, save for issues of sharas to salisty the exercise of options under the Company's empioyee
share schemes.

If the Directors wish to altol new shares for cash, or sell shares out of treasury, the Companies Act 1985 requires that the new shares
or treasury shares (a3 applicable) ba first offered 10 existing shareholders in proportion 10 their existing shareholdings.

For legal, regulatory and practical reasons, however, it might not be possible or desirable for new shares allotted or treasury shares
s0Id to be offered to certain shareholders, particularty those resident gverseas. Furthermore, it might in some circumstances be in the
Company's interesis for the Directors to be abls 1o allot some shares for cash ar sell some shares out of treasury without having to
offer them (irst to existing shareholders. To enable this to be done, shareholders’ statutory pre-emption rights must bg disappiied.

Accordingly, Resolution 10 wil, if passed, give the Directors renewed authority to allot equity securities as if shareholders' statutory
pra-emption rights did not apply 10 such allotment in the following circumstances:

{a) sub-paragraph {2) of Resolution 10 seeks authority for the Directors to make any arangemeants which may be necessary to deal
with any legal, reguiatory or practical problems arising in connection with a pre-emptive otfer in favour of ordinary shareholders,
for example by excluding affected shareholders from such issue or offer; and

fb) sub-paragraph (b} of Resolution 10 seeks the disapplication of shareholders’ statutory pre-emption rights by empowering
Directors to allot shares for cash on a non pre-emptive basis but only for new shares with a maximum aggregate nominal vatue of
£2,741,585 which is equivalent 10 approximatety 5% of the Company's issued ordinary share capital as al the close of business on
27 February 2008. The authority under Resotution 10 also covers the sale of treasury shares for cash.

Reschuions 9 and 10 are in line with standard practice and the guidelines issued by investor protection committees.
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. Purchase of own shares (Resolution 11}
r the Companies Act 1985, the Company requires authorisation from shareholders in general meeting it it is 1o purchase its own
shares. Resolution 11 seaks 10 renew the authority givan at the last AGM.

The authority detailed in Resolution 11, which will e proposed as a special resolution, will, if passed, give the Directors the renswed
authority to purchase up to approximately 109% of its issued share capital a5 at close of business on 27 February 2008 subject to
tha imitations in sub-paragraph (b} of the resolution en the maximum and minimum prices thal may ba paid. The authority will be
exarcisad only if, in the opinion of the Directors, this will resut in an increase in eamings per share and would be in the best interests
of shargholders generatly.

The Company will have the option of either halding in treasury or cenceliing any shares purchased under this authority. Under the
Companies Act 1985 the Comparty is permitted to hold up to 10% of Its issued share capital as treasury shares. Treasury shares
can be sold quickly and cost effectively tor cash giving the Company additional flexibility in the management of ils capital base.
Whilst in treasury, the shares are treated as if cancelled $o that no dividends are paid on them and they have no voling rights.

As at 27 Fabruary 2008 (being the last business day prior to the publication of this notice) the Company holds 13,664,604

shares as treasury shares within the meaning of Section 1624, of the Comparies Act 1985, representing approximately 6.2%

of the total ordinary share capital of the Company in issue.

5. Adoption of new Articles of Association {(Resolution 12)

Resolution 12, which will be proposad as a special resolution, seeks to adopt new Articles of Association (the ‘New Articles’) in order
1o update the Company's current Articles of Assodiation {the "Current Articles’) primarily to take account of changes in English
company law brought about by the Companies Act 2006.

The principal changes Introduced in the New Articles are summarised in Appendix 1, Other changes, which are of @ minar, technical
or clarificatory nature. and also some more minor changes which merely reflect changes made by the Companies Act 2008, have nct
been noted in Appendix 1. The New Articles showiryg all the changes to the Current Articles are evailable for inspection.

8. Revised pertormance condition policy for future LTIP awards (Resolution 13)

As the Cormparny entered lts third year of existence as an independent listed Company, the Remuneration Committaa of the Board
{the "Committea’) considered h timely to review the appropriateness of the Compary’s long-term incentive arangements for its senior
axecutives. The Committee undertook the review wilh advica from its appointed independent advisor, New Bridge Street Consultants
LLP, and had regard to current market and competitive practice, UK Institutional Sharehoiders’ guldance and best practice.

Further o its review, the Commitiee is proposing to make changes to Filtrona’s LTIP strategy.

“he first part of the Committee's revised strategy is that, going forwards, the share option element 61 the current long-term incentive
strategy for senior executives will be replaced with an additional award of performance shares.

The revised strategy of the Commitiee will see an increase in the normat annual grant of performance shares from awards Over shares
aqual in value to 100% of salary lo awards over shares worth 150% of salary. This is within the maximum grant limits pernitted by the
rules of the LTIP, which provides scope for a maximum annual eward of performance shares with value of 200% of salary.

The Commiites is propesing that the performance condition for such future awards be split to provide that the vesting of half of each
such award be delermined by retative total sharcholder performance {the same conditions as apply to performance awards o date}
and the other half subject to a chalienging earming per share growth performance condition.

A full description of the revised performance condition policy is se1 out in Appendix 2 to this circuler.

In the interest of following best practice and to give shareholders an opporiunity to show support for the proposal, Resolution 13,
being proposed as an ordinary resolution, seeks shareholder consent to the adoption of a revised performance condition policy.
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Appendix 1
Explanation of Principal Changes to the
Company’s Articles of Association

1. Anticles which duplicate statutory provisions

Provisions in the Current Articles which replicate provisions contained in the Companies Act 2006 are in the main to be removed in
the New Articles, This is In ling with the approach advocated by the Government that statutory provisions shouid not be duplicated
in a company's constitution, Certain examples of such provisions inchade provisions as 1o the form of resclutions, the vaniation of
class rights, the requiremant to keep accounting records and provisions regarding the period of notice required to corvene general
meslings. The main changes made to reflect this approach are detailed below.

2. Form of resolution

‘The Current Articles contain a provision that, where for any purpose an ordinary resolution is required, a special or extraordinary
resclution is also affective and that, where an extraordinary resclution is required, a special resolution is also effective. This provision
is being removed as the concept of extraordinary resolutions has not been retained under the Companies Act 2006. Further, the
remainder of the provigion is raflected in full in the Companies Act 2008.

The Current Articles enable memnbers to act by written resolution, Under the Companies Act 2006 public companies can no longer
pass written resolutions, These provisions have therefore been removed in the New Arlicles.

3. Convening Extraordinary and Annual General Meetings

The provisions in the Currant Articles dealing with the convening of general meelings and the length of notice required to convene
general meetings are being remaoved in the New Articlas because the relevant matters are provided for in the Campanies Act 2006.
In particular an Extracrdinary Generat Meeting to consider a special resolution can be convensd on 14 days' notice whereas
previously 21 days’ notice was required.

4, Votes of members

Under the Companies Act 2006 proxies are entitted to vote on a show of hands whereas under the Current Articles proxies are
only entitied 1o vote on a poll. The time limits for the appointment or termination of a proxy appointment have been affered by the
Companies Act 2006 so that the articles cannot provide that they should be received morg than 48 hours before the meeting

or in the case of a poll takan more than 48 hours after the meeting, more than 24 hours before the time for the taking of a poll,
with weekends and bank holidays being permiited to ba excluded for this purposs. Mulliple proxies may be appointed provided
that each proxy is appointed 10 exercise the rights attached to a ditferent share held by the sharehlder. The New Articles

reflect all of these new provisions.

5. Age of Directors on appointment

The Current Articles contain a provision requiring a Director's age 1o be disclosed if he has allained the age of 70 ysars or more in
the notice convening a maeting at which the Director is proposed to be elacted or re-elected. Such a provision could now fall foul
of the Employment Equality {Age) Regulations 2006 and so has been removed from the New Articles.

6. Conflicts of interest

The Companies Act 2006 sets oun Directors’ genera! duties which fargely codify the existing law but with some changes. Under the
Companies Act 2006, from 1 Oclober 2008 a Diractor must avoid a situation where he has, or can have, a direct or ndirect interest
that conflicts, or possibly may confiict with the Company's interests. The requirement is very broad and could apply, for example, if
a Director becomes a director of another cormpariy or a trustee of another organisation. The Companies Act 2006 allows directors
of public companies to authorise conflicts and potentlal conllicts, where appropnate, where the Articles of Association contain a
provision to this eftsct. The Companies Act 2006 also allows the Articles of Association 10 contain other provisions for dealing with
Diractors' conflicts of interest 1o avoid a breach of duly. The New Arlicles give the Directors authority to approva such situations and
to includa other provisions o allow conflicts of interest to be dealt with in a similar way 1o the current pasition,

There are safeguards which will apply when Directors decide whether to authorise a conflict or potential conflict. First, only Directors
who have nointerest in the matter being considered will be able to take the relevant decision, and secondly, in taking the decision the
Direciors must act in a way they consider, in good faith, will ba maost fikety to promote the Company's success. The Directors will be
able 1o impose limits or conditions when giving authorisation if they think this is appropriate.

It is also proposed that the New Articles should contain provisions relating to confidential information, attendance at Board meetings
and availabifity of Board papers to protect a Director from being in breach of duty if a conflict of interest or potential conflict of interest
arisas. Thasa provisions will only apply where the position giving risa to the potentlal conflict has previcusly been authorised by the
Directors. It is the Board's intantion to report annually on the Company's procedures for ensuring that the Board's powers of
authorisation of conflicts are operated effectively and that the proceduras have been followed.

7. Notice of Board meetings

Undar the Current Articles, whan a Director is abroad he can request that notice of Directors' meelings are sent to him at a specified
address and it ho does not do so he is not entitled to receive notice while he is away. This provision has been ramoved, as modem
communications mean that there may be no particular abstacle to giving notice to a Director who is abroad.

8. Records to be kept

The prowvision in the Current Articles requining the Board to keep accounting records has been removed as this requirement is
comalned in the Companies Act 2006.
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. Distribution of assets otherwise than in cash ;
g Cument Articles contain provisions dealing with the distribution of assets in kind in the event of the Comparny going into

iquidation. These provisions have been removed in the New Articles on the grounds that a provision aboui the powers of liquidators

is a matter for insolvency law rather than the articles and that the Insolvency Act 1986 confers powers on the liquidator which would

enable it to do what is envisaged by the Current Arlicles.

10, Electronic and web communications

Provisions of the Companies Act 2006 which came into force in January 2007 enabie companies to communicate with members by
electronic and/or websile communications. The New Articles continue to allow communications to members in glectronic form and,
in addition, they also permit the Company to lake advantage of the new provisions relating o website communications. Before the
Cormpany can communicate with a member by means of website communication, the relevant member musl be asked individually
by the Company to agree that the Company may send or supply documents or information to him by means of a website, and

the Company mus! either have received a posilive response or have recaived no response within the period of 28 days beginning
with the date on which the request was sert. The Company wili notify the member (either In writing, or by other permitted means}
when a relevant document or information is placed on the website and a memier can aways request a hard copy version of the
document or information.

11. General
Generally the apportunity has been taken to bring clearer language into the New Articles.
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Appendix 2
Summary of the Performance Condition Policy

for Future Performance Awards under the Filtrona
Long-Term Incentive Plan

1. Introduction
The Committee has recently undertaken a review of the existing Long-Term Incentive Plan ('LTIP') arrangements in place for the
Company's senior executives.

Resolution 13 being put to shareholders at the AGM seeks consent (o the proposed adoption of a revisad performance
condition policy.

Saction 2 below sets out the revised performance condition policy in connection with which shareholder approval is sought.

2. Revised performance condition policy
Under the ravised policy # is proposed that two distinct performance conditions will apply.

The vesting of one half of each performance award (‘the TSR award') will be dependent on the Company’s total sharehelder
performance { TSR') over a fixed three year period relative 1o that within a comparator group {the constituents of the FTSE 250
{excluding investment trusts) as at the start of the performance period).

Under the revised palicy no part of the TSR award would vest unfess the Company's TSR performance at least ranked at the median
within the comparator group, thereafter the following vesting schedule would apply:

Exient & vestng S 1~a T8%axad
Median 25%
Between median and upper quartile Pro-rata between 25% and 100%
Upper quartile or better 100%

The TSR of the Company and those within the comparator group shall be measured over a fixed period being the three year period
commanging at the start of month in which the time of the grant of the award falls. The relevant TSR figures will be averaged over the
three month period before the start and end of the periormance period,

Under the revised poalicy the vesting of the other half of each performance award {'the EPS award’) will be dependent on the
Company's eamings per share performance over three consecutive financial years of the Company (starting with the financial year
in which the grant of the award falls).

No part of the EPS award will vest unless the Comparty’s eamings per share performance over the performance period is at least
equal to RPI + 3% per annum, thersafter the following vesling schedule will apply:

*hy Co oy 5 EPS nentonmante cue

1hed P, T ARG 2321 KD Fatent of Lesidd &1 103 EPS foavaud
AP+ 3% per annum 25%
RP1 + 3% to 8% per annum Pro-rata between 25% and 100%
RP! + 8% per annum or better 100%

f£amings per share will be cakculated on such basis as the Commitiee reasonably setect.

The Commiltee continues to be abls to set dilferent performance conditions from those set cut in the periormance condition

policy for future performance awards. The Committee alsa continues to be able to vary the performance conditions applying

to performance awards which have been granted if an event has occurred which causes the Committes to consider that the
periormance condition would not, without the alteration, achieve its original purpose, provided the Committee acts fairy

and reasonably in making the alteration.

The intention would be 1o apply the revisad policy for future performance share awards, which will normally be spiit and mace semi-
annually. Subject to securing sharsholder approval, the first grant under the revised policy will be made in May 2008 and thereafter in
tarch of each year. A further grant will be made in Septernber each year, when share options would otherwise have been granted.

The Committee believes thal the revisad policy outlined above will enhance senior exaculive molivation and retention and enabla the
Company to conlinue recruiling executives ai the highest calibre.
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3. Associated changes to the rules of the LTIP {for information only)

With a view to meeting bes! practice and major investors’ expectations as to the suitable treatment of awards in the event ol a
"takeover' scenario, the Committes also concluded from is review that at the tima of the adoption of the ravised perlormance
condition policy the current rules of the LTIP should be amended 1o provide that the axtent to which future parformance awards may
vest in the event of a takeover or winding-up of the Company will be subject fo: {i} the extent that the performance conditions have
been satisfied at that time; and {i) the pro-rating of the awards to reflect the reduced period of time between their grant and vesting,
afthough the Committee could decide nol to pro-rate an award if it regands it as inappropriate to do so in the particular circumstances.

The rutes of the LTIP in their current form provide that in the event of a takeover or winding-up of the Comparny [not being an intemal
corpaorate recrganisation) a participant's performance shara award may vest in full at such time if the Commitiee is satisfied that the
periormance of the Company has been satisfactory over the curtailed performance period.

The rules of the LTIP in their current form already provide that in connection with a ‘good leaver' event {g.g. cessation by reasen of
injury, disabdiity, fl-health or redundancy) the exiert 10 which such awards may vesl is determined by the Committee having regard {0
the extent to which the performance conditions have been satisfied and appropriate time pro-rating adjustments.

Please note, as the proposed changes noted in this saction 3 are not to the advantage of future participants, the Committee will rely
on its authority under the rules of the LTIP to make such changes without further shareholder consent.
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Contact details

Holiday tnn Hotel

500 Saxon Gate West

Milton Keynes

Buckinghamshire

MKS 2HQ .
United Kingdom

Tel: +44 (0)870 400 8057

www.holiday-inn.com

How to get to Milton Keynes

By road
From the M1 laave the motorway at Junction 14, following signs to
Milton Keynes Central, Go straight over seven roundabouts staying
on the HB, Childs Way.

Al the eighth roundabout (South Saxon) tum Aght.

The Holiday Inn Hotel is located on the left, immediately after the
traffic fights {opposite Debenhams).

From the M40, follow the A34 to Bicester-Buckingham.

From Buckingham tha A421 will take you into Milton Keynes.
To get to the Holday Inn Hote! follow signs to Milton Keynes
Cantral and the hote! s on V7, Saxon Gate West.

By rail
Virgin Trains and Siverlink Services provide direct and regular train
sarvices to Mitton Keynes.

For further information, please contact National Rail Enquinies on
08457 48 49 50 (24 hours) or www.nationalrali.co.uk,




