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PRELIMINARY RESULTS
FOR THE YEAR ENDED 31DECEMBER 2009

Devro plc (“Devro” or the “group”), the world’s leading manufaxtu of collagen products for the food industry, is
pleased to announce its preliminary results for the gieded 31 December 2009.

Results 2009 2008 Change
Revenue £220.4m £183.1m +20%
Operating profit before exceptional items £27.4m £20.6m +33%
Operating margin before exceptional items 12.4% 11.2%

Profit before tax and exceptional items £25.1m £18.8m +34%
Exceptional credit/(charge) £1.8m £(3.5m

Profit before tax £26.9m £15.3m +76%
Earnings per share 12.4p 7.6p +63%
Earnings per share before exceptional items 11.7p 8.2p +43%
Dividend per share 5.0p 4.45p +12%
Net debt £15.6m £24.0m -35%

Commenting on the Preliminary Results, Steve Hannaniri@aa, said, “l am delighted to report on a continuingysto

of solid progress in the business. The performanceower throughout the year and resulted in an increase in
operating profit before exceptional items of 33% compar@®@8. Cash generation was particularly pleasing, with net
debt reduced from £24.0 million last year to £15.6 million yeer. This excellent performance has allowed the Board
to recommend an increase in final dividend for the finsé in four years.”

Commenting on the outlook for 2010, Peter Page, Chief Execwstvg,“Devro's markets are resilient at a time of
economic uncertainty, and we view 2010 with confidencethassupplier of a key ingredient for a widely-consumed,
affordable food product, we have a good balance of opportuniftes.world market for meat continues to expand, and
we expect to see continuing growth in demand for casings@f546 per annum, although with significant local and
regional variations.”

Enquiries:

Peter Page Chief Executive 0207 466 5000 on 16 February
Peter Williams Finance Director 01236 879191 thereafter
Diane Stewart Buchanan Communications 0207 466 5000

Charles Ryland
Carrie Clement

There will be a presentation today at 11.00am for tnvest analysts. This will be held at the office®athanan
Communications, 45 Moorfields, London, EC2Y 9AE. A livelm feed will be available to those unable to attend
this meeting in person. To connect to the web cadttfa please go to
http://mediaserve.buchanan.uk.com/2010/devro160210/reqistration.asp

approximately 10 minutes (10.50am) before the start dbtieéing. The presentation will also be availathethe
company's website.




CHAIRMAN'S STATEMENT
Introduction

In my first year as Chairman of Devro plc, | am delightedeport on a continuing story of solid progress in the
business. The performance improved throughout the gedrresulted in an increase in operating profit before
exceptional items of 33.1% compared to 2008. Cash genera®mparticularly pleasing, with net debt reduced from
£24.0 million last year to £15.6 million this year. Thisadlent performance has allowed the Board to recommend an
increase in final dividend for the first time in four yga

Financial highlights

Reported revenue for 2009 was £220.4 million (2008: £183.1 njillam increase of 20.4%. On a constant currency
basis, revenue would have increased by 8.8% to £199.3 million.

Operating profit before exceptional items increase@3$% in 2009 to £27.4 million (2008: £20.6 million). Operating
margin increased from 11.2% to 12.4 %. Primarily becaudgeafurrency mix of earnings, foreign exchange had only
a minimal impact on operating profit.

Profit before tax and exceptional items rose 33.6% to #f8libn (2008: £18.8 million). Pre-tax profit after
exceptional items was £26.9 million in 2009 against £15.3amilti 2008.

Basic earnings per share before exceptional items for\@869.1.7p, up 42.7% compared with 8.2p in 2008.

During 2009, the plan under which post-retirement health lsanefits were provided to certain retired employees in
the United States was closed. A gain of £1.8 million neatised, reflecting the release of the provisiorttiese costs.
This has been treated as an exceptional credit in toeats.

Net interest cost fell during the year to £0.8 million (2088:4 million), reflecting less debt and lower interestgat
during 2009. Net finance expense on pension assets andid¢ialainounted to £1.5 million compared with income of
£0.6 million in 2008.

Net debt reduced to £15.6 million (2008: £24.0 million). Workiagital control was a focus during the year, and it is
pleasing to note that while revenues increased by 20.4%ingacapital fell by £5.7 million.

Markets

Many economies suffered a decline in 2009. We arerfatéuto be operating in a market which gives global growth
opportunities. Sales volumes of edible collagen casing®ased by 6.0% year on year. Volumes of distributed
products increased, but other products, including collagen ges, down.

The two key drivers for our business are the growth editnconsumption in developing markets and the conversion of
sausage manufacture from gut to collagen casings in bothligiséal and emerging markets. In 2009, there was
particular progress in gut conversion in the UK & InglaLatin America and Japan. A new generation of praduct
which we are introducing in 2010 will help us to continuddoefit from the movement of sausage manufacturers to
the use of collagen casing rather than gut.

During the last year, we have increasingly taken advantagerofultiple manufacturing sites around the world to
provide the best product to individual customers regardfegbeir location. We expect this trend to continue.

Sales of collagen gel were affected by a serious accadentustomer’s manufacturing facility, which revertedhe
use of collagen casing to maintain output.

Pricing continued to receive strong focus, and in 2009 weeesthiprice increases averaging 3.0% on a constant
currency basis.



Manufacturing
Year on year, production volume increased 4.6% fromaheesnanufacturing capacity.

A £5.0 million investment on replacement lines at Jil@arn the Czech Republic was completed on time and on
budget, and contributed to the second half performancesellmes were fully operational from July, and hasgelted

in significant savings in energy and operating costs.h ki positive market outlook, the Board has recently approv

a further £10.0 million expansion at Jilemnice which shd@dperational in the second half of 2010. We are also
investing in a new line in Australia.

As part of the continuous improvement programme, thetiSk and Australian plants were able to make further
increases in output, but our US operation had a difficedtr ysuffering from changes in the supply of hides, our main
raw material.

As previously reported, the recession affected the supplides and meant that new sources had to be locatedlyinitia
at higher cost. Several good new sources have beeropegieimitigating the cost impact through the year. However
the cost of collagen is likely to remain higher than the826@el during 2010.

The cost of energy had a negative impact in the firtdfiahe year, but lower-price contracts were put irceltor the
second half.

Product development

In recent years, much time has been allocated to impydiie way the business operates. Although thereimsraa
ongoing efficiency programme, we can now begin to dedroare effort to the development and introduction of a new
generation of products to strengthen our market positiomliffiedentiate us from our competitors.

The year has seen the continuing success of porcine-basg®ys replacing gut in established markets, and the
successful trialling of new casings, initially for Ciointal European markets, which better replicate somineof
characteristics of gut. The new generation of produasstihe benefits of being manufactured on existing equipment
and will be introduced in 2010.

Safety

The safety of our people, contractors and communities\very important issue, and to ensure full commitment to
planned process improvements and associated behaviourgedhéiatives, the Board has formed a Health and pafet
Committee chaired by myself. It is pleasing that tbstWorking Day Injuries reduced to seven in 2009 from twenty-
five in 2008, but this remains some way from our targét@fo accidents”.

Dividend

The Board is proposing a final dividend of 3.575p (2008: 3.025p)ibgrthe total for the year to 5.0p (4.45p). The
dividend will be paid on 14 May 2010 to those on the regmtet6 April 2010. This is the first increase in dividend
announced since 2006, and reflects our improved performdeaising the importance of dividends to shareholders,
the Board will review the amount distributed annually, wité intention of moving dividends in line with underlying
earnings, while taking into account future prospects artdreggiirements of the business.

Board changes

| had the pleasure of becoming Chairman of your compaijaiy 2009, taking over from Pat Barrett OBE after his
eight years in the role. Pat had made sure that he hamw#edDevro in sound order and with a reinvigorated
management. Itis very sad that his death, shortly lieiquishing the post, will not allow him to see tiesults of his
efforts.



Employees

Our markets are becoming much more global and the businessponding by increasingly operating as a single team.
This is presenting new challenges, but there is enorroomsnitment to making Devro a successful company. All

Devro employees have contributed to the group’s perforenand the Board would like to thank them for a successful
year.

Outlook

Considerable progress has been made over recent gadr®evro can now look forward to a continued improving
performance in its growing global market. In additiortite opportunities for further operational improvemettts,
investments in new capacity and product development gigeniglence for the future.

Steve Hannam
Chairman

BUSINESS REVIEW

During 2009 we have continued to pursue our three key objectivesrefising sales volumes, achieving better pricing
and improving efficiency. We have made good progredisése areas, building on the improvements we reported fo
2008.

Sales

Global demand for collagen casings grew by more than $02009, and Devro kept pace by achieving a 6.0%
increase in the volumes of edible collagen sold.

In established markets, we increased volumes by promtitengenefits of collagen casing at a time when guepri
were rising and supplies were constrained. In Japan, lesr\sdume increased 19.8% as food manufacturers saw that
collagen casing provides real solutions to the challeafesing input costs and retailers’ expectations of quallty

the UK, volumes of bovine and porcine casings increased, 412fly as a result of Devro's efforts over the past tw
years to work more closely with customers and retaitedeveloping the fresh sausage category. Volumes imafiast
and New Zealand rose by 5.0%, mainly attributable torttemsive levels of technical support given to key accounts.
Volumes in Western European markets were fractionallyenighan 2008. In the US, volumes of casings sold
increased by 11.6%, but there was a 6.3% decline in collgglevolumes as a major customer coped with a serious
interruption to manufacturing at its main site by revertmthe use of collagen casing.

Emerging markets represent long-term opportunities for velgnowth. Volumes sold increased a further 21.0% in
China due to continuing urbanisation and the displacemelmwefalue, plastic-cased, pasteurised products. Latin
American volumes increased by 25.7% as a result of & mahgples and technical initiatives which increaseddtee r
of customer conversions from gut to collagen. In Asiarketa other than China there was steady volume grovah in
markets. However, volumes in Russia declined by 10.0% asuli of liquidity problems affecting our customers'
ability to make timely payments. Volumes in Eastermoiga were lower in the early part of 2009 and finished 1.0%
behind prior year.

New business won from customers converting from gutottagen in 2009 was equivalent to more than 2.5% of
Devro's annual sales. Customers are increasinglygmesog the significant operational advantages of collagen
including consistency of production, food safety and tratiegland the competitive cost of collagen compareguio

Pricing supplemented volume growth, through increasing pricesxisting customers and by changing sales mix from
lower-priced to higher-priced customers and markets. approach to pricing continues to reflect the need far®e
to improve profitability, whilst also seeking to ensuhat customers derive greater value from our produas an
services.

Distributed products are predominantly cellulose and fibrossiga sold on behalf of other casing manufacturers.
Volumes were up 5.6% compared to prior year, and increases pnigintained margins. Agreements relating to some
distribution arrangements expired at the end of 2009, and wee ri@vsought to renew them. This will result in a

reduction in volumes of distributed products sold in 2010, idw not expect this to have a significant impact on
operating profit.



Operations

We continued with initiatives to improve efficiency ampeérformance in all our plants. We were particularly
encouraged by the significant reduction in Lost Working Dgyries across the group: seven in 2009, compared with
twenty-five in 2008. Our goal continues to be that eftzaccidents".

The restructuring of our Czech plants helped to reduc®rcagimissions per metre sold. There has been a coginui
improvement in the level of emissions and the group haw approximately 86% of carbon usage per metre sold
compared to 2005.

Other improvements in efficiency included the 4.6% d@ase in edible collagen product manufactured from the
equivalent capacity to 2008, and a 10.0% reduction in metresigiidid product held in stock.

Several capital investment projects were completedany#far. Restructuring of our Czech plants, giving expected
annual savings of £2.0 million, was completed on time anglidget. Productivity and product quality initiatives at all
sites have been supported with capital expenditure. $bthat expenditure will support product developments which
will come on stream in 2010. In addition, investmentsiena the Czech Republic and Australia have contributed to
our continuing compliance with environmental and foodtgdfest practice.

Considerable time and effort has been devoted to perfoenanprovement projects. Several quality and productivity
initiatives were progressed, resulting in increased ismmcy and measurable cost reduction. For example,
improvements in the Scottish operation contributedd.8% increase in saleable output from the same cgpacit

Hide supplies were constrained early in 2009, and caused intenreiption to operations in the United States in the
early part of the year. Supplies have since returo@drstant and predictable volumes, although costsikiigiger
than in 2008. We have worked hard to identify and develop clt@®nships with new long-term suppliers. Output
at our US plant has been below expectations throughoutahneayed work continues to rectify this.

2009 has seen an increased level of marketing activitgargsing existing markets and analysing customer
requirements. Analysis of retail data has led to a battareness of our customers' businesses. Group-wide product
development projects have increased the rate of evolatiamr core products.

These achievements in sales, operations and techracletting have ensured that we have fulfilled the expectsen
out in the January 2008 Operational Review.

2010 Outlook

Devro's markets are resilient at a time of economéaettainty, and we view 2010 with confidence. As the suppliar
key ingredient for a widely-consumed, affordable food produethave a good balance of opportunities. The world
market for meat continues to expand, and we expect to s¢i@uwing growth in demand for casings of 4 to 5% per
annually, although with significant local and regionaiatons.

Devro will be working hard to increase sales volumembrgducing casings which will continue the successful product
evolution of recent years, with applications that aenawnore competitive with gut.

Pricing will support volume growth, particularly in situatsowhere the Devro product and service offering is ntlyre
less valued. In 2008 and 2009 we made good progress on pricingt @tslring that customers benefited from
increased value. However, this work on "sustainable” priceegls to continue in 2010 for the full benefits to be seen
in earnings.

We will benefit from the recent reorganisation of @mech plants, the addition of new lines in the CzegpuRlic and
Australia in 2010, and ongoing improvements in productigityall of our manufacturing sites. We are actively
addressing raw materials purchasing and logistics todiuitiprove efficiency.

Product and process developments are supported by reseadswalogppment which covers product performance, plant
productivity, environmental impact and specific product developst® match consumer demands.

Building for the future, planned capital investment26i10 is expected to be in excess of £25 million. It will include
an increase in capacity, environmental projectd, @ngoing replacement of assets. A group-wide systems upigrade
being developed during 2010 for final implementation in 201hes& projects are establishing a firm basis for future
growth and will ensure Devro’s continuing position asl#aeling global supplier of edible collagen casings.



Strategy

Our aim is to make Devro an increasingly successful suppliepltdgen casings and associated products to the food
industry worldwide.

Our analysis and projections indicate that the glokadket for casings will grow between 4 and 5% annuallyini&
with the increased demand for protein and meat products.

Our strategic objectives are:

1. increasing revenue in established markets by displacinthguigh the introduction of a new generation of
products, and by continuing to develop the technical suppagiweeour customers;

2. increasing revenue in emerging markets by extending our aadeslistribution network to have more direct
contact with leading food manufacturers;

3. controlling unit costs by maximising the volume of outpotf our fixed assets and actively managing our
primary costs of raw materials, labour and utilities.

Specific activities are under way to support each of ttiese objectives in order to build for the future, basethe
improvements of 2008 and 2009.

Peter Page
Chief Executive



FINANCIAL REVIEW

Key performance indicators
Management uses a number of key financial indicatoasdess the performance of the group. These arkoassfo
* Revenue growth
- Value growth — increase in sales achieved by the gedative to prior period

- Volume growth — increase in number of metres orskilbproduct sold by the group relative to prior
period

» Operating margin — operating profit before exceptiorsahg as a percentage of revenue

* Return on capital employed (ROCE) — operating profit leetotceptional items as a percentage of average
capital employed. Capital employed is defined as fixed siqdels current assets less current liabilities,
excluding all balances related to interest-bearing assetsliabilities, effective hedges related to interest—
bearing liabilities, any deferred tax balances, andpamnsion deficits or assets. Our previous definitibn o
ROCE was based on net assets. This has now been changete accurately reflect the operations of the
group. This change will not impact the trend in this ratier the year

» Free cash flow — net cash flow excluding movementsirotings, dividend payments and exceptional items
* Net Debt /Earnings before interest, tax, depreciatiah amnortisation (EBITDA) - measures the liquidity of
the group
Revenue
Reported revenue for 2009 was £220.4 million (2008: £183.1 milliepyesenting an increase of £37.3 million, or
20.4%, over 2008. Of this increase, £7.8 million relatedolame, £8.4 million to sales price and mix, and £21.1

million to foreign currency movements.

Sales revenues by product group were as follows:

Collagen Casings Distributed Products Other Products Teal
2009 2008 2009 2008 2009 2008 2009 2008
£175.6m £144.7m £26.5m £21.5m £18.3m £16.9m £220.4m £183.1m

Increased sales volumes were made possible by a combigdtenhanced productivity from existing facilities and a
reduction in inventory volumes. Sales volumes of collagsimga rose by 4.9% overall, with edible collagen growing
6.0%. Distributed products volumes increased, but other prodwdfered a decline in volume, partly due to a
reduction in the sales of collagen gel following an @ect at a major customer in the US. The reduction in gel
volumes was compensated to a large extent by additionalgcaales. Overall, the volume impact on revenue
amounted to a 3.8% increase.

Distributed products revenues grew by 23.2% in 2009, to £26.5 miffiach of this as a result of the relative strength
of the euro, the currency in which the majority of dimtted products are sold. Revenue from the sale of other
products, including collagen film, collagen gel, plastics anllagen for medical use, increased by 8.1% to £18.3
million, with the benefit of favourable currency moverteemore than offsetting an overall reduction in volumes.



Year on year revenue growth between 2006 and 2009 can psaxhat follows:

Sales Mix 2009 vs 2008 2008 vs 2007* 2007* vs 2006*
Volume +4.3% +3.0% +5.6%
Price/Mix +4.6% +3.2% -2.4%
Exchange +11.5% +11.0% -0.9%
Total +20.%% +17.26 +2.3%

*On a continuing operations basis

The trend of increasing sales volumes and pricing hasmoedtin 2009, reflecting the focus of the business on growth
while achieving a more sustainable level of pricing.

2009 revenue growth by geographical region compared to 2008 caalizeea as follows:

Region 2009 Volume Price/Mix Exchange Total
Europe £122.5m -0°8 +6.8% +7.80% +14.2%
Americas £42.3m +8% +0.9% +16.8% +25. 7%
Asia/Pacific £55.6 m +12% +2.3% +17.3% +31.%%6
Total £220.4 m +4.3% +4.6% +11.5% +20.4%

European sales were marginally down in volume termsshmived strong price growth, coupled with a movement to
higher-value products. Growth in the Americas wasetrivy strong sales in Latin America, and selling pricesad
ahead, but the adverse impact of selling lower-valudyats meant that the overall price/mix benefit was &dit In
Asia /Pacific, we continued to see strong volume grow#rticularly in China and Japan, coupled with good price
increases throughout the region.

Operating Profit

The movement between 2008 and 2009 operating profit beteeptional items can be analysed as follows:

Operating Operating
profit - 2008 Price/Mix Volume Manufacturing Exchange Input Costs  profit - 2009
£20.6m +£9.2m +£4.4m +£2.8m +£0.2m -£9.8m £27.4m
Price/Mix

Overall, we achieved a profit improvement of £9.2m frtuigher sales prices and sales mix. Of this, £5.6mtessul
from actual increases in sales prices and £3.6m dfanges to customer and product mix.

Volume
Profit impact of volume represents the gross margin eamediditional sales between 2008 and 2009.
Manufacturing

Manufacturing operations, through consistency, produgtand efficiency, again made a substantial contributigheo
improved profitability of the business. There were sgstul performance improvement projects in our Austnadind
Scottish sites, and overall, the volume of product manufedtfrom the same facilities increased 4.6% compared to
2008. This had a favourable impact on manufacturing costeges\amounting to £2.8million.

Foreign currency

Devro operates worldwide and with multiple currencigs.major transactional exposures arise from salesrm &%
dollars and Japanese yen where the manufacturing aests dustralian dollars, Czech koruna, US dollars and
sterling. Translational exposures arise from the amnwe of the results of overseas companies into sterliBales
revenues included a £21.1m benefit from exchange. Howdettranslation into sterling of costs denominated in
other currencies and the impact of hedging contracts tntlea; overall, the impact of exchange rate movements
operating profit was relatively insignificant, amougtito a benefit of £0.2 million compared to 2008.



Input costs

Due to the terms of supply contracts, energy costsragdiat late 2008 levels during the first half of 2009, despite
falls in actual prices. This cost an additional £3.0ionilin the first half, but reducing energy prices in taeosid half,
and the benefit of the closure of thef&ov facility, meant the overall impact on the y@as £2.0 million. We expect
2010 energy costs to be close to 2008 levels overall.

As previously reported, problems in the supply of collagsualted in higher costs for this raw material duringytbar.
This had varying impacts across the group, but oveaallehnegative cost impact of £2.3 million in the firdf bathe
year. The supply of hides improved in the second halfdbspite this, collagen costs for the full year were £2.7
million higher than 2008.

Underlying labour costs have risen during the year ia \ith inflation. Other operating costs have risenrduthe
year, reflecting an investment in facilities and enhanmgerational capacity, as Devro positions itself fotufe
growth. There were also some one-off costs relatexpeoific maintenance projects and accelerated deprecftion
fixed assets during the year.

Operating margin

Operating margin increased to 12.4% for the year, comparkt.2% for 2008, reflecting increases in sales prices and
the improvement in manufacturing, offset by the insesan costs faced by the business.

Exceptional credit

During the period, the plan under which post-retiremealtihheare benefits were provided to certain retired ensg®y
in the United States was closed. An exceptional gafii & million was realised, reflecting the release ofpfo¥ision
for these costs.

Capital investment

Capital expenditure in the year was £19.5 million. Theomiggm of expenditure related to the installation af igh
speed lines in our Czech manufacturing facilities imilliee. These replaced lines in the old'é&wv factory that was
closed during the year. The new lines were installetiroe and on budget and have given savings in energy and
operating costs. The full impact of these savings willeltein 2010, and is estimated at around £2.0 millionyeer.
Further expenditure amounting to over £10 million is beiaglenon new lines in our Czech and Australian operations,
which will increase production from the second hal?@10 onwards. In total, capital spend for 2010 is expected to be
in excess of £25 million.

Environmental expenditure was also significant in 2009 #ighcompletion of the retrofit of the waste watdlueht
treatment plant in Jilemnice, and projects to reducernii#onmental impact of our factory in Bathurst, Augira

Working capital

2009 2008

£m  No of days £m No of days
Inventories 26.0 58 25.8 59
Accounts receivable 25.5 51 29.0 54
Other receivables 3.3 4.1
Accounts payable (10.9) 30 (10.8) 33
Accruals and other payables (29.7) (18.2)

24.2 29.9

Our focus on managing working capital has meant that we ltes able to reduce the level of inventory and debtor
days while growing revenue.



Financing

Key financial measures are as follows:

2009 2008
Net debt £15.6m £24.0m
Free cash flow £18.4m £10.3m
Net debt/EBITDA 0.39 0.74
Gearing 13.7% 21.5%
Return on Capital Employed (ROCE) 16.6% 13.4%

Free cash flow was £18.4m, a 78.7% increase on 2008, despital @xpenditure of £19.5 million, reflecting strong
working capital management. Additional contributions of £1illiam were made to the group’s defined benefit
pension schemes during the year.

ROCE has improved through increased profitability witheo corresponding increase in the level of capital employed.
Interest cost

Net interest cost for the year was £0.8 million (20@4#nillion). This reduction reflected both a lower@bte level
of net debt and lower interest rates than in 2008.

Net finance expense on pension assets and liabilitiesiated to £1.5 million compared with income of £0.6 million i
2008. This movement reflects the increased reported defitie group pension schemes.

Borrowing facilities

Devro has committed borrowing facilities of £51.0 millitat fall due for renewal in January 2012. At 31 December
2009, the group was operating comfortably within the cavien@elating to these facilities. Management has a poficy
distributing debt between the various currencies in whioperates; therefore the net debt figure may fluctbased

on exchange rate movements.

We believe that Devro is well financed, and has sufftdiguidity to fund the capital expenditure required to continue
to grow the business.

Tax
The group had an effective tax rate, before exceptiomasjtef 24.1% for 2009 (2008: 29.4%).

2009 benefited from a lower tax rate in the Czech Repahlicbetter utilisation of available group relief in theited
Kingdom.

Earnings per share

Basic earnings per share before exceptional items for 28894« 7p, up 42.7% (2008: 8.2p). Basic earnings per share
for 2009 was 12.4p, up 63.2% (2008: 7.6p).

Pensions

The group operates a number of defined benefit pensi@mssharound the world. All of these are closed to new
participants, but the liabilities related to existing scegmre considerable. During the year, the value cgbkets in
these schemes rose along with worldwide equity mark@ffsetting this, however, the value of liabilities inased,
mainly as a result of a fall in discount rates. Thpaot was an increase in the net accounting defidghekchemes,
which at 31 December 2009 amounted to £31.8 million (2008: £25.Bmhill It is likely that further additional
contributions will be made to these schemes during 2018diace this deficit. At the same time, management will
continue to seek ways of controlling the liabilitiegatved.

On 30 January 2009, the plan under which post-retirement hesléh benefits were provided to certain retired

employees in the United States was closed. This gagdaian exceptional credit of £1.8 million in the fivatf of
2009, and a reduction in on-going contributions of £0.15 milliorapaum.
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Principal risks and uncertainties

There are risks and uncertainties inherent in the groygesations which could have a significant impact on our
business, results and financial position. The groupls mganagement processes are designed to identify, assess,
monitor, manage and mitigate the risks involved in querations. The more significant risks to which the grisup
exposed are:-

» Disruption to supply and increase in price of key raw e

» Foreign exchange rate movements

*  Customer credit risks

» Increased funding of pension schemes

* The impact of changes in regulations affecting food produicti

» Increases in energy costs

* Loss of market share/profit margins due to increasegettive pressures
» Development of non-casing technologies

These are generally consistent with those detailecti2@8 annual report.

Going concern

After making enquiries, and considering the question carefilily directors have a reasonable expectation that the
company and the group have adequate resources to contioperational existence for the foreseeable future.ttior
reason, they continue to adopt the going concern bagigparing the financial statements.

Dividend

With the improvement in performance, the Board is psopp an increase of 12.4% in the dividend for the year,
making a final dividend of 3.575 pence per share (2008: 3.02&pdminging the total for the year to 5.0 pence (2008:

4.45 pence). This will be payable to shareholders oretfister as at 16 April 2010. Based on the proposal éfuth
year, dividend cover excluding exceptional items will beti@s.

Peter Williams
Finance Director
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CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2009

2009 2008
Before Before
Exceptional Exceptional Exceptional  Exceptional
Items Items Total Items Items Total
£'000 £'000 £'000 £'000 £'000 £'000
Continuing operations:
Revenue 220,405 - 220,405 183,125 - 183,125
Operating profit 27,411 1,788 29,199 20,595 (3,478) 17,117
Finance income 87 - 87 255 - 255
Finance expense (916) - (916) (2,654) - (2,654)
Net finance (expense)/income on pension and
post-retirement health plan assets/liabilities (1,434) -1,434) 622 - 622
Profit before tax 25,148 1,788 26,936 18,818 (3,478) 15,340
Taxation (6,073) (644)  (6,717) (5,532) 2,641 (2,891)
Profit for the year 19,075 1,144 20,219 13,286 (837) 12,449
Earnings per share
- Basic 11.7p 0.7p 12.4p 8.2p (0.6)p 7.6p
- Diluted 11.5p 0.7p 12.2p 8.2p (0.6)p 7.6p

-12 -



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2009

2009 2008
£'000 £'000

Cash flow hedges

- net fair value gains/(losses), net of tax 656 (794)

- reclassified and reported in operating profit, neaef t 226 (406)
Actuarial loss recognised in group pension schemes (10,492) (18,067)
Actuarial loss recognised in US post retirement beobfigations - (41)
Movement in deferred tax on retirement benefit obligation 2,805 5,713
Net exchange adjustments (4,507) 24,436
Other comprehensive (expense)/income for the year (11,312) 10,841
Profit for the year 20,219 12,449
Total comprehensive income for the year 8,907 23,290
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CONSOLIDATED BALANCE SHEET
at 31 December 2009

2009 2008
£000 £000
ASSETS
Non-current assets
Intangible assets 1,635 1,799
Property, plant and equipment 138,071 134,729
Deferred tax assets 13,612 11,300
Other receivables - 61
153,318 147,889
Current assets
Inventories 25,986 25,753
Current tax assets 388 603
Trade and other receivables 28,802 33,067
Derivative financial instruments 462 709
Cash and cash equivalents 10,059 6,690
65,697 66,822
LIABILITIES
Current liabilities
Borrowings 316 3,135
Derivative financial instruments 441 2,550
Trade and other payables 29,806 28,811
Current tax liabilities 3,972 1,955
34,535 36,451
Net current assets 31,162 30,371
Non-current liabilities
Borrowings 25,388 27,531
Deferred tax liabilities 12,383 11,564
Retirement benefit obligations 31,833 27,688
Other non-current liabilities 805 159
70,409 66,942
Net assets 114,071 111,318
EQUITY
Capital and reserves attributable to equity holders
Ordinary shares 16,287 16,287
Share premium 6,097 6,097
Other reserves 78,690 81,283
Retained earnings 12,997 7,651
Total equity 114,071 111,318
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2009

Share Share Other Retained
capital premium reserves earnings Total
£'000 £'000 £'000 £'000 £'000
At 1 January 2009 16,287 6,097 81,283 7,651 111,318
Exchange adjustments - (4,507) - (4,507)

Cash flow hedges, net of tax

Retirement benefit obligations, net of tax
Dividends paid

Performance share plan charge

Profit for the year

- 882 - 882
(7,687) (7,687)
- - (7,186) (7,186)

- 1,032 - 1,032
- - 20,219 20,219

At 31 December 2009 16,287

6,097 78,690 12,997 114,071

Balance at 1 January 2008 16,287

Exchange adjustments

Cash flow hedges, net of tax

Retirement benefit obligations, net of tax
Dividends paid

Performance share plan charge

Profit for the year

6,007 57,836 14,840 95,060
- 24,436 - 24,436
- (1,200) - (1,200)
- - (12,395)12,395)
- - (7,243)  (7,243)
- 211 - 211
] - 12,449 12,449

At 31 December 2008 16,287

6,097 81,283 7,651 111,318
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CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2009

2009 2008

£'000 £'000
Cash flows from operating activities
Cash generated from operations 41,270 31,280
Interest received 93 243
Interest paid (931) (2,724)
Tax paid (3,625) (5,177)
Net cash from operating activities 36,807 23,622
Cash flows from investing activities
Purchase of property, plant and equipment (18,920) (12,949)
Proceeds from sale of property, plant and equipment 158 67
Purchase of intangible assets (262) (457)
Capital grants received 588 -
Payments to former minority shareholders of Cutisin a.s - (1)
Net cash used in investing activities (18,436) (13,340)
Cash flows from financing activities
Net repayments under the loan facilities (4,802) (9,187)
Dividends paid to shareholders (7,186) (7,243)
Net cash used in financing activities (11,988) (16,430)
Net increase/(decrease) in cash and cash equivalents 6,383 (6,148)
Cash and cash equivalents at beginning of year 4,243 9,495
Exchange (losses)/gains on cash and cash equivalents (883) 896
Cash and cash equivalents 10,059 6,690
Bank overdrafts (316) (2,447)
Net cash and cash equivalents at end of year 9,743 4,243
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NOTES TO THE PRELIMINARY ANNOUNCEMENT OF THE FINAL RESULTS
for the year ended 31 December 2009

() Analysis of operating profit before exceptional iters

2009 2008

Continuing operations £'000 £'000
Revenue 220,405 183,125
Cost of sales 154,732 133,431
Gross profit 65,673 49,694
Selling and distribution costs 16,042 13,655
Administrative expenses 13,703 11,768
Research and development expenditure 5,980 5,156
Other expenses 2,855 996
38,580 31,575

Less: other operating income 318 2,476
Net operating expenses 38,262 29,099
Operating profit before exceptional items 27,411 20,595

(2) Exceptional items

Exceptional items are those significant items which ssgarately disclosed by virtue of their size or incidetace
enable a full understanding of the group’s financial peréorce.

(@) The following exceptional items are included in the ajirgg profit on continuing
operations of £29,199,000 (2008: £17,117,000):

2009 2008
£'000 £'000
Closure of post-retirement health care plan (i) below 1,788 -
Provision for impairment of fixed assets (ii) below - (3,131)
Provision for closure costs (ii) below - (585)
Proceeds from the sale of land (iii) below - 238

1,788 (3,478)

()  Asdisclosed in the statutory accounts for the yeated 31 December 2008, the group’s post-retirement health
care plan in the United States was closed on 30 Jag0@8y The elimination of the liability under the plan
resulted in an exceptional credit of £1,788,000 during the yead &idBecember 2009.

(i)  During the year ended 31 December 2008, an operatiewialw of the Kéenov plant in the Czech Republic was
undertaken to assess the carrying value of the asgbist dhcility. Management determined that the futuré cas
flow from this plant no longer justified the carrying valofethe assets. As a result, an impairment charge of
£3,131,000 was recorded in the income statement for thegdad 31 December 2008.

In addition to the above, following the decision takenihgyBoard in August 2008 to close thermov plant, a
provision of £585,000 was made in respect of the costs assbuiih the closure, including redundancies and
the transfer of certain plant and equipment to Jileenithe plant closed on 28 May 2009.

(i)  Under the terms of the contract for the sdléaad at Moodiesburn in 2005, additional income of £238,000 arose
during the year ended 31 December 2008.
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(b) The following exceptional items are included in texat

2009 2008
£'000 £'000
Tax charge on closure of post-retirement health care pl (644) -
Tax allowance on provision for impairment of fixed asse - 592
Tax allowance on provision for closure costs - 117
Tax charge on proceeds from sale of land - (68)
Release of prior year tax provisions (i) below - 2,000
(644) 2,641

()  Tax provisions of £2,000,000 were released during thegmded 31 December 2008 following the agreement of
prior year returns with the tax authorities.

3) Analysis of net debt

2009 2008

£'000 £'000
Cash and cash equivalents 10,059 6,690
Bank overdraft (316) (2,447)

9,743 4,243
Borrowings less bank overdraft (25,388) (28,219)

(15,645)  (23,976)

4) Accounting year

For practical reasons, the company prepares its finlastatements based on a 52 or 53 week period. The ifthanc
statements for the 2009 financial year reflect the 53 weedkd ended 3 January 2010. The financial statementsefor th
statements for the 2008 financial year reflect the 5k weeod ended 28 December 2008.

(5) Statutory accounts

While the financial information included in this prelhary announcement has been computed in accordance with
International Financial Reporting Standards (“IFRSs”"), #msouncement does not itself contain sufficient in&irom

to comply with IFRSs. The company expects to publishfiimdincial statements that comply with IFRSs in March
2010.

The financial information set out in this announcemens dr# constitute the company’s statutory finandiatesnents

for the years ended 31 December 2009 or 2008 for the purposestmn 435 of the Companies Act 2006. The
financial information for the year ended 31 December 28@Rrived from the statutory financial statementstifiat
year which have been delivered to the Registrar of g@mies. The auditors reported on those financial statsme
their report was unqualified and did not contain a staterander sections 237 (2) or (3) Companies Act 1985. The
statutory financial statements for the year ended 8tember 2009 will be finalised on the basis of the fii@n
information presented by the directors in this preliminannouncement and will be delivered to the Registrar of
Companies following the company’s Annual General Meeting.
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