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James Cropper Speciality Papers

During the year exclusive supply was
secured to Swarovski for their
prestigiously branded decorative
crystal, This further enhances the
business's reputation as a
manufacturer of high quality, deep
coloured packaging papers.

The Paper Mill Shop

Four new outlets were ppened at
Chatham, Street, Whiteley and
Bridgend taking the total number of
outlets at the year-end to eleven.
Further openings are planned.

Technical Fibre Products

An innovative use of Tecnofire® was its
use in the refurbishment of New York’s
Whitestone Bridge when it was applied
to the inside surfaces of fairings to
provide fire protection, The fairings
were mounted on the bridge to
dampen the effects of wind flow.

James Cropper Converting

Development of the digital imaging
board market progressed during the
year. Resources have been committed
to enable the introduction of a full
range of papers and boards to be
marketed on a direct basis.

Qur ambition

is to provide our customers with
levels of technical capability,
service, value and insight, which
are innovative, hespoke and
unrivalled in our chosen market,

Profitability and independence
through People and Customer
Service.

Our values

To imprave the goodwill of
shareholders through increasing
shareholder value

To sustain and develop long term
relationships with customers and
suppliers

To be commitied to continuous
improvement

To be forward looking, innovative
and performance orientated

To value and develop our pecple
through teamwork

To create an enjoyable,
challenging and safe work place

To respect, support and frust
each other

To be professional and behave
with integrity in all cur dealings

To demonstrate environmental
responsibility

To contribute to the well being of
the lecal community
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James Cropper PLC

SUMMARY OF RESULTS

2004 2003
Group turnover £56,565,000 £55,010,000
Group profit before tax £785,000 £1,867,000
Earnings per share 7.6p 15.1p
Dividends
Interim paid 1.9p 1.9p
Final proposed 5.9p 5.6p
Total 7.8p 7.5p
Capital and reserves £27,075,000 £27,119,000
Group 5 Year Performance
2004 2003 2002 2001 2000
Group tarnover £'000 56,565 55,010 54,451 54,247 53,365
Export turnover £7000 20,192 20,755 19,725 19,965 18,710
Profit & Loss Summary £'000
Paper 415 1,085 1,043 {1,725) 2,574
Converting 394 551 1,069 961 871
TFP (Group & ioint Venture) 381 623 314 504 195
Total operating profit/(loss) 1,190 2,259 2,442.6. 7 (260) 3,640
Other income/(expenditure) (50) 16 (271) 30 26
Net Interest (355} (408) (629 (549) (606}
Profit/(loss) before fax 785 1,867 1,526 (779 3,660
Eamings per share o 7_6_p 15.1p 9.2p (7.9p) 25.9p
Dividends per share 7.8p 7.50 7.0p 6.3p 6.3p
Gearing % 7% 24% 27% 34% 22%
Capital expenditure £°000 3,101 2,299 2,750 4,400 2,121




BANKERS AND

DIRECTORS,
ADVISERS

NON-EXECUTIVE CHAIRMAN

James A Cropper, BA, FCA — Born 1938 —is the great,
great grandson of the founder. He joined the
Company in 1966. He became Non-Executive
Chairman in 2001. He s alse Lord-Lieutenant of
Cumbria.

EXECUTIVE DIRECTORS

CRIEF EXECUTIVE & MANAGING DIRECTOR,
PAPER DIVISION

Alun | Lewis BSc, MBA - Born 1957. He joined the
Group in 1987 from Wiggins Teape Limited and the
Board in April 1998, becoming Chief Executive in
january 2001.

GROUP FINANCE DIRECTOR

John M Benman, BSc, FCA - Borm 1952, He joined
the Group and the Board in 1995 from Cable &
Wireless plc. He is responsible for Finance, Human
Resources, Purchasing, information Systems and
Project Management. He1s also a director of the
Paper Federation of Great Britain Limited.

SALES AND MARKETING DIRECTOR,

PAPER DIVISION

Nigel A Read, BA - Born 1954. He joined the Group
in 1981 from Robert Fletcher & Sons Limited and the
Board in 1598.

OPERATIONS DIRECTOR, PAPER DIVISION
Patrick | Willink, BSc, MBA — Born 1964 — is also
retated to the founder. He joined the Group in 1990
from Aquascutum Limited and the Board in 1998.

MANAGING DIRECTOR,

TECHNICAL FIBRE PRODUCTS LTD

George T Quayle, BSc, C Chem, MRSC — Born 1953,
He joined the Group in 1992 from Whatman plc and
the Board in 1998.

NON-EXECUTIVE DIRECTORS

john R Sclater, MA, MBA — Born 1940. He joined the
Beard in 1972. Heis Chairman of Graphite Enterprise
Trust PLC, Argent Group Europe Limited and Finsbury
Life Sciences Investment Trust plc. He is a director of
Millennium & Copthormne Hotels PLC, Wates Group
Limited and other companies. He is a Trustee of The
Grosvenor Estate.

John P Scuthwell, MA — Born 1633, He joined the
Board in 1984. Heis Chairman of Helical Bar plc and
Lochain Patrick Holdings Limited. He is also a
consultant to Credit Lyonnais Laing Corporate Finance.

Peter L Herring, BSc (Econ) - Born 1940. He joined
the Board in 1997. He was previously a director of
BPB plc.

David R Wilks, LLB (Hons) - Born 1954, He joined the
Board in April 2004. He is a Director of Wilks &
Partners, the management consultancy he founded in
2001. Priorto this, he had extensive manufacturing
operations experience with H. |. Heinz and United

Biscuits and was a Director of ER Consultants.

COMPANY SECRETARY

David R Carey, FCCA - Borm 1947, He joined the
Group in 1974 as Chief Accountant. He became
Company Secretary in 1996.

BANKERS
Barclays Bank plc, Kendal

INDEPENDENT AUDITORS
PricewaterhouseCoopers LLP, Newcastle upon Tyne

STOCKBROKERS
Evolution Beesen Gregory, London

CORPORATE LAWYERS
Dickinson Dees, Newcastle upon Tyne

FINANCIAL ADVISERS
Close Brothers plc, London

REGISTRARS
Capita Registrars, Huddersfield

PUBLIC RELATIONS
(Citigate Dewe Rogerson, Birmingham

James Cropper PLC  Burneside Mills, Kendal,
Cumbria, LA9 6PZ, England

Telephone 01539 722002
Fax 01539 818239

email: info@cropper.com
website: www.Crapper.com

Company Registration No: 30226



James Cropper PLC

CHAIRMAN'S REVIEW

James Cropper with John Southwell (left) and David Wilks (right)

THE PAST FINANCIAL YEAR

| am pleased to report that Group Profit before Taxation
recovered in the second half from £35,000 at the haif year tc
£785,000 for the full year. This compares with £1,867,000 for
the previous year. | mentioned in my Interim Statement that the
Paper Division had been affected by difficult trading conditions
in the first half, Aithough the situation in this Division remains
challenging there was sign of some recovery in the second half
as a result of fncreased volumes. | also commented on several
cost increases that were largely outside the Group’s control
such as National Insurance, insurance premiums, effluent
treatment charges and regulatory compliance, which affected all
Divisiens. In addition the weakness of the US$ affected margins
on export sates by the Converting and Technical Fibre Products
Divisions, Although the weak US$ benefited the Paper Division
this was more than offset by the increase in costs of raw
materials denominated in Euros as this currency strengthened.
Action has been taken to redress the batance in currency flows
across the Group. Additionally increased pension contributions
arising from the results of the recent actuarial valuations of the
Group's two final salary schemes have heen charged against
nrofit in the second halfyear. Inevitably given all these factors
there has been a reduction in the profits reported by each
Division compared to the previous year.

DIVIDENDS

The Board has decided to maintain its policy of progressive
dividend increases with a 4.0% averall increase on last year
with a final dividend of 5.9p, making the totat dividend 7.8p
compared to 7.5p in 2003, This is to reflect the improved
operating conditions in the second half year and the Group's
longer-term growth plans.

GROUP RE-ORGANISATION

With effect from 30th March 2003 the Group structyre
was reorganised. James Cropper PLC transferred the
Papermaking and Converting businesses to two new
subsidiary companies, James Cropper Speciality
Papers Limited and lames Cropper Converting Limited
respectively. Each business now has its own capital
structure to enable more effective financial
measurement of their individual performance.

PAPER
The Division’s operating profit reduced from
£1,085,000 to £415,000.

It has been a year of contrasts for James Cropper
Speciality Papers with subdued economic activity
leading to the paper machines running below full
capacity in the first half whilst in the second half
volumes increased. Management’s focus on growing
turncver has been rewarded with some attractive new
business that bodes well for the future. Sales into
China were less than expected due to planned
exhibitions being cancelled cr postponed because of
the SARS epidemic. Pragress has been made in the
USA market through the appointment of a new agent.
We remain confident that these two markets hold
considerable potential. The price of Northern
Softwood Bleached Kraft pulp, the market
benchmark, reached US$560 per tonne in the first
guarter, then fell to US$520 in the second quarter,
hefore restiming an upward trend in the last guarter
towards US$600. However the weakness of the US$
mitigated the impact of these increases. Although the
Euro strengthened during the year a weaker market
for Eure priced hardwood pulps counteracted the
strength of the currency. The cost of those dyes and
other chemicals priced in Euros increased
considerably as the value of the currency rose.

The Paper Mill Shop retail business grew strongly with
four new outlets apening in the year bringing the total
number of shops at the year-end to eleven. This
growth, together with that of James Cropper Speciality
Papers in the second half ted to an increase in
turnover of 6,.8% for the Division as a whote.

CONVERTING

Qperating profit declined from £551,000 to
£394,000. Turnover was down 3.7%, with volume up
5.99%. The Division maintained its position as the
leading UK manufacturer of dispiay board recapturing
market share against flerce competition but at the
expense ¢f margins, The demand for mount board
continues to be positive but the weakness of the US$
has eroded margins on sales into the USA. Good
progress has been made in implementing cost
reduction measures.

TECHNICAL FIBRE PRODUCTS (“TFP”)
Operating profit for the year was £474,000 azainst a
record £646,000 last vear. Tumover was down by
4.9%. \With over 40% of its business in the USA it was
ingvitable that TFP’s fumover and margins would be
adversely affected by the weak US$. In addition sales
into South East Asia were depressed by the SARS



TFP has completed gualification programmes with
eight major US doar manufacturers. As a result TFP’s
fire retardant products are now placed in a very strong
position with the U5 construction industry as the
Federal Internationai Buiiding Code places more
stringent control on the industry. Sales of fire
retardant materials into the USA grew by over 40%
during the [ast year.

TFP has strengthened its market position by moving
upstream to manufacture highly conductive metal-
coated carbon fibres through a 50/50 joint venture
with Thermion Systems International Inc, a customer
hased in the USA. The joint venture company, known
as Electro Fiber Technologies LLC (“EFT™), has
acquired an exclusive license and rights to sub-
license patented technolegy from another USA
company. The first abjective of EFT is to provide TFP
with security of supply of metal-coated carbon fibre
materials. A plant sized to service both the v
partners’ needs in the near term was commissioned
towards the end of the year. The Group’s share of
start up costs was £93,000 during the period.
Applications for these materials include use in
electronic, medical and flexible heating devices.
There is also significant emerging potential with
regard to electromagnetic interference shielding and
communication signal management systems.

TFP's fuel cell component programme with Johnson
Matthey continues to deliver improved development
materials to meet new and changing specifications
emerging from this exciting technology.

PENSIONS

The latest triennial actuarial valuations of the Group’s
two final salary pensions schemes were completed
during the year. The valuations have revealed a
combined deficit of £5,024,000 as at 31st March
2003. The deficits reflect changes in the Actuaries’
assumptions regarding longevity and the continuation
of low inflation, interest rates and investment vields.
Itis planned to eliminate the deficits over a maximum
period of 17 years. Payments to the pension schemes
commenced in the year. These are subject to
Corporation Tax relief. Both schemes have been
closed to new membership for a number of years.
Existing members contributions will be increased over
the next two years.

SAFETY

Although our objective is to achieve zero injuries in

the long term we have set a number of targets at

which to aim. On the journey to zero accidents the

following short to mediurm term targets have been

sef:

¢ Achieve a 33% year on year reduction in total lost
time injuries

» Achieve a 25% year on year reduction in minor
injuries

I am pleased to report that we have beaten our

targets for the past year.

The Board firmly believes that a safer working
environment is also a more effective, productive and
cost efficient working envirgnment.

PEOPLE

Bavid Wilks joined the Board as a Non-Executive Director In
April 2004, He s a Director of Wilks & Partners, a management
consultancy he founded in 2001. David brings extensive
experience of manufacturing operations to the Board having
previcusly worked for H.), Heinz, Uinited Biscuits, as a
consultant with ER Consultants and latterly his own firm. David
wilt stand for election at the AGM in August.

John Southwell will retire at the AGM after 20 years service as a
Non-Executive Director and 10 years as Chairman of the Audit
and Remuneration Committees. His knowledge, commitment
and wise advice together with his leng involvement in corporate
finance in the City has been Invaluable to the Group particularly
regarding corporate matters. [ would like to take this
opportunity to offer John our thanks far his long and loyal
service.

OUTLOOK

The thrust of James Cropper Speciality Paper’s efforts will
continue to be founded on growing turnover both in the UK and
export markets combined with efficiency savings. Pulp prices
are currently on an upward trend although the costis mitigated
by the weak US$. It is questionable whether the rate of increase
will be sustainable through the rest of the year. The recent
escalation in the price of crude oil and natural gas will have a
significant impact on energy costs in the current year. The
Paper Mill Shep has already opened two new outlets in the
current financial year and is looking at further suitabie sites.
We anticipate opening up te four outlets each year for the
foreseeable future.

Converting will concentrate on increasing mountboard volume
and maintaining its position In the display board market and
reducing costs to restore its profitability to its former level over
the next few years.

The business focus of TFP will be te develop strong leadership
pasitions and growth in composite, fire protection and fuel cell
markets. With the passing of the SARS epidemic, sales into
South East Asia are anticipated to grow beyond previous feveis.
The investment in EFT secures supply of metal-coated carbon
fibre materials and could {ead to significant sales potential in
the future,

| am confident that each Division's long-term strategy will be
achieved and that the Group as a whole will rise to the
inevitable challenges that lie ahead and continue to reward
sharehaolders through progressive increases in dividends.

s Cot

James Cropper
Chairman




James Cropper PLC

FINANCIAL REVIEW

OVERALL PERFORMANCE

Group operating profit was £1,283,000 compared to
£2,282,000 in the previous year, down 43.8%. All three
divisicns traded profitably.

Interest charges far the year were £414,000 against £508,000
previously. Interest cover was 2.9 times,

Profit before taxation was £785,000 compared to £1,867,000
in 2003,

The tax charge was £154,000. This comprised Corperation Tax
of £171,000 for the year less £91,000 with respect to prior
periads, deferred tax of £34,000 and overseas taxation of
£40,000. The profit after tax was therefore reduced to
£631,000 compared to £1,264,000 in the previous year.

Basic and diluted earnings per share were 7.6 pence, down
from 15.1 pence in 2003.

The Group intends to pay a dividend for the year of 7.8 pence
per share, totaling £652,000, resulting in a deficit of £21,000
being absorbed by Reserves. Dividend cover was 1.0 times
earnings.

Shareholders' funds at the year-end were £27,075,000, with
net debt of £7,427,000, resulting in a gearing ratio of 27 %.

GROUP RE-ORGANISATION

With effect from 30th March 2003 the Group structure was re-
organised. Jamaes Cropper PLC transferred the papermaking and
converting businesses to two new subsidiary companies, James
Cropper Speciality Papers Limited and james Cropper
Converting Limited respectively. Operating net assets of each
business were transferred from James Cropper PLC to the
respective subsidiaries at net book value. The subsidiaries are
funded by a combination of share capital issued by the
subsidiaries to James Cropper PLC and loans granted by James
Cropper PLC to the subsidiaries. James Cropper Speciality
Papers Limited and The Paper Mill Shop Company Limited form
the Paper Division.

PROFIT AND LOSS ACCOUNT

2004 2003 Change
£000 £000 %o
Turnover
Paper 42,770 40,047 +7
Converting 11,184 11,611 -4
TFP 6,008 6,318 -5
59,962 57,976 +3
Less inter-segmental sales  (3,397)  (2,966)
Group Turnover 56,565 55,010
Operating Profit
Paper 415 1,085 62
Converting 354 551 -28
TEP 474 646 27
Group operating prefit 1,283 2,282 v

Group turmover was £56,565,000 compared to
£55,010,000 last year. Overall Group raw material
and consumables costs were £27,656,000 up 5.0%
on last year. Raw materials and consumabtles
represented 49.0% of turnover compared with 48.0%
in 2003. Significant increases in National Insurance,
insurance premiums, effluent treatment charges and
regulatory compliance affected the profitability of all
Divisions.

The Paper Division returned an operating profit of
£415,000 compared to £1,085,000 in the previous
year, Turnover was up 7% to £42,770,000 as a result
of the opening of four new The Paper Mill Shop
cutlets and a recovery of volume by James Cropper
Speciality Papers in the second half. The cost of pulp
behaved erratically during the course of the yearas a
conseguence of varying market prices and exchange
rates. Softwood and hardwood pulps were priced in
US$s and € s respectively. Over the year the US$
weakened while the £ strengthened. The price of
softwood pulp reached US$560 per tanne in the first
quarter, fell to US$520 in the second quarter and
then progressed to end the year at US$600. This
increase was mitigated by the decline in value of the
US$. The rise in the € price of hardwood pulps was
less exaggerated as a result of lower market demand.
Nevertheless the rise in value ofthe € had a
detrimental impact on the cost of hardwood pulps
and these dyes and chemicals priced in € 5.

Converting's operating profits fell by 28% to
£394,000 compared to a 4% fall in turmover. The
Division recaptured lost market share in disptay board
sales at the expense of margins. However cost
savings eased the pressure. Reduced sales of picture
mountboard to the USA were offset by increased
sales in the UK, The Division’s margins on US sales
were adversely affected by the weakness of the US$.
Converting has little expenditure denominated in US$
against which to offset its US$ revenues,

The operating profit of Technical Fibre Products was
£474,000 compared to £646,000 in the previous
year. TFP's margins on US sales were also exposed to
the declining value of the US$. Sales of fire retardant
material into the USA grew by aver 40% during the
last year. Activity in South East Asia was severely
affected by the SARS epidemic for a significant part of
the year.

Eleciro Fiber Technologies Inc, the joint venture
company based in the USA In which TFP has a 50%
share, invested in a manufacturing facility towards
the end of the previous year, Work carried out during
the course of the year relating to the commissioning
of this facility led to significant start up costs. The
Group’s share of the joint venture loss for the year
was £93,000.

Employment costs increased by 6.3% to £15,717,000
compared to £14,779,000 in the previous year. Asa
consequence of the Actuaries’ recommendations
arising from the triennial valuation of the Group’s two
final salary schemes as at 1 April 2003 additional
pension contributions of £336,000 were charged



employed increased by 5.4% from 499 to 526 over
the year. The increase in headcount was primarily
driven by The Paper Mill Shop expanding the number
of its outlets from seven to eleven over the year.

External charges increased from £9,002,000 to
£10,050,000, up £1,048,000. The major components
of the increase reiated to National Insurance,
insurance premiums, effluent treatment charges and
regulatory compliance. External charges also include
cverheads relating to retail activity, which increased
significantly over the year as a result of the opening of
four new outlets.

Depreciation was £3,067,000 compared to
£3,449,000 in 2003. The useful economic life of the
Group’s computer development costs capitalised
since 1998 has been reassessed n the year from
being a life of five years to a remaining life of ten
years. The impact of this change on depreciation was
to reduce the charge for the year by £339,000.

BALANCE SHEET

The deficit for the year of £21,000, together with
exchange differances written off to reserves of
£23,000, reduced Shareholders” Funds from
£27,119,000 at the previous year-end to £27,075,000
as at 27th March 2004,

Capital expenditure was £3,101,000, major capital
projects being paper machine process control
equipment, £322,000, retail outlets, £275,000,
expansion of TFP facilities, £628,000 and TFP
production equipment modifications, £200,000. There
was also considerable expenditure on safety
improvements.

Net current assets increased by £2,014,000 over the
year from £3,490,000 to £11,504,000, with working
capital (stocks, debtars, net of creditors) increasing by
£376,000 and cash increasing by £1,638,000. Major
waorking capital mavements were increases in stocks,
£1,368,000 and trade debtors, £745,000, offset by
increases in bank toans, £604,000 and accruals and
other creditors, £907,000.

Bank loans falling due after more than a year
increased by £1,935,000 from £4,654,600 to
£6,589,000 over the year.

CASH FLOW

Cash inflow from operating activities was £3,557,000,
against £4,903,000 in 2003. Capital expenditure
totaling £3,101,000 represented the major cash
outflow. There was a net outflow before financing of
£901,000 resulting In net debt Tncreasing from
£6,526,000 to £7,427,000. This compares tc a net
cash inflow before financing in the previous year of
£638,000. During the year there was a net increase in
loans of £2,539,000 with cash increasing by
£1,638,000. Sterling fund facilities were £13,276,000
at 27th March 2004, of which £8,667,000 was drawn
down on that date. Of the drawn down facilities
£6,589,000 was medium term finance. Cash at bank
and in hand on 27th March 2004 was £1,240,000.
Net debt was £7,427,000.

FOREIGN CURRENCY

The majority of exports into continental Europe are invoiced in
€5, €5 are used to purchase € priced pulp and other raw
materials sourced from Europe in €s. Similarly, export sales
ouiside Europe are invoiced in US$ and the receipts fund the
purchase of US$ priced pulp. These steps reduce exposure to
foreign currency rate fluctuations. The situation is monitored to
ensure that whenever possible currency receipts and payments
are matched. Over the year € cash inflow from customers was
£13,414,000 compared with € cash outflow to suppliers of
£€17,437,000, a net outflow of €4,623,000. During this period
there was a net inflow of US$4,588,000 arising from an inflow
from customers of US$12,557,000 and an outflow to suppliers
of US$7,969,000. Converting and TFP generated surpius US$s
during the year, which, as a consequence of the weakened US$
had an adverse impact on divisional profitzbility. Paper
absorbed a proportion of these funds. The € deficit principally
arese in Paper. To redress the imbalance of currency flows
certain supplies have been switched frem being US$
denominated to € derominated. Potentiat foreign currency
surpluses or deficits are dealt with by a combination of foreign
currancy forward selling and forward purchasing contracts.

PENSIONS

The Group operates two funded pension schemes providing
defined benefits for the majority of its full time employees
including Executive Directors. The latest triennial actuarial
valuations of the jJames Cropper PLC Pension Scheme {the “Staff
Scheme™) and the James Cropper PLC Works Pension Plan (the
“Works Scheme™) were conducted using the projected unit
method as at April 2003. The value of assets held by the Staff
Scheme and Works Scheme at this date was £15,866.000 and
£15,012,000 compared to liabilities of £20,238,000 and
£19,664,000 respectively, indicating funding levels of 78% and
76%. The Actuaries have recommended that the deficits of the
Staff Scheme and the Works Scheme of £4,372,000 and
£4,652,000 respectively should be eliminated over a period of
no greater than seventeen years. The Board will consider the
feasibility of phasing payments to the Schemes over a shorter
period of time, These payments will be subject to tax relief. As a
consequence of the valuations additional pension costs of
£336,000 were charged in the year,

Membership of Staff and Works Schemes has been closed for a
number of years in order te contain the Group's exposure to
rising pension costs. Since 2001 all new employees have been
able to join a defined contribution Group Persenal Pension
Plan. The Group exposure to employee’s GPP plans is limited to
a fixed percentage of contractual pay.

In common with the majority of UK companies James Cropper
PLC has adopted the transitionat rules for FRS17, As at 27th
March 2004 the FR517 valuation of both schemes, based upon
broadly the same actuarial assumptions, yielded combined
assets of £38,080,000 (2003 £30,634,000) and combined
liabilities of £51,855,000 (2003 £43,565,000) resulting n an
averall deficit prior to deferred tax rellef of £13,775,000 (2003
£12,531,000). Net of deferred tax the deficit was £9,642,000
{2003 £9,052,000}. It should be noted that because the
assumptions underlying the FRS17 valuation are based on
financial conditions at the year-end, which will vary from year to
year, the results are likely to prove volatile from one year to the
next. The assumptions used by the Actuaries for their FRS17
valuations are likely to be very different from those that they
used with regard to their triennial valuations.



James Cropper PLC

DIVISIONAL REVIEW

2004 2003 Change

£000  £000 Yo

Turnover 42770 40,047 +7

Operating Profit 415 1,085 -62
PAPER

The restructuring of the Group and the creation of James
Cropper Speciality Papers timited referred to earlier in the
Chairman’s Review started to deliver some of the expected
benefits to the business in the second half of the year. Along
with the other subsidiaries, Speciality Papers now has a strong
management team focused on profitable growth, a platform for
the development of the Speciality brand and the capitat
structure to enable more effective financial measurement of
performance.

Following a difficult first half characterised by subdued export
markets, rising pulp prices and increasing costs of regulation,
the second six months saw an encouraging recovery in sales.
This was driven by some notable successes in three key market
segments, namely text & cover, printing & writings and luxury
packaging. While export markets remained difficult throughout
the year, there are now signs that the economies of our largest
European markets, France and Germany, are moving forward
after a profonged downturn. Ching and our other Far East
markets are recovering from the aftermath of SARS.

Swarovski crystal packaging

L

The appointment of new agents in the North
American market has coincided with a number of
closures and consolidations within the speciality
sector in the US. Whilst the 20% weakening of the
dollar over the last twp years has had the effect of
reducing margins considerably, this large and
established market for uncoated speciality papers
remains an exciting opportunity.

The UK market, accounting for some two thivds of
Speciality Papers’ sales had a positive year in terms
of sales, with the key market sectors of covering
materials and industrials grades making good
progress. However filing material markets came under
intense volume and margin pressures.

Throughout the pericd, operations and support
funztions continued working on product
developments, product quality, customer service and
efficiencies. Developments in product mix, product
specification and customer requirements have been
addressed by changes to optimise the utilisation of
the extensive capabilities of our four paper machines.
There have also been downstream changes in
secondary finishing operations.

The Cormpany’s commitment to investing in modermn
business systems and process control continued with
the implementation of a further phase of the site-
wide programme relating to order entry and
commercial systems, whilst the largest of the paper
machines, PM4, benefited from a new Da Vinci
Honeywell process control system.

The Paper Mill Shop retall business introduced in
2000 as a “factory shop pilot” at the mill in Burneside
confinues to make encouraging progress, with four
additionat retail outlets opening during the year
bringing the total to eleven by the year-end. The
suceess of this venture is closely linked to the
availability of attractive secand grade and excess
material from Speciality Papers and In securing retail
outlets where the “Pick ‘n Mix™ concept works well.
Further shop openings are planned over the next 12
months.

The mementum established in the secend half of [ast
year has continued into the new financial year, with
commercial and operational plans on target to deliver
increased sales and improved efficiencies. Whilst
issues relating to pulp, energy and the costs of
regulation continue to provide an uncertain backdrop
to business developments, the Paper Division is
focused and well structured to meet the challenges of
growing a profitable business.




CONVERTING

This was a year of consolidation for the Division. A
disappointing profit trend in the second half of the
prior year was reversed and overall sales volume
increased. This progress should be viewed against
the backdrop of a business enviranment that
centinued to present a number of challenges.

In the UK, spending on media and advertising
continued to be depressed during the first half of the
year. This had a direct effect on the market for display
board where overall market sales of these Point of
Sale products was at least 10% lower than the same
period in the prior year.

The generally depressed US economy made trading
there more difficult, The overall market for picture
mountboard actually contracted over the year,
following a number of years of steady growth, The
LSS weakened further over the course of the year
impacting adversely on margins since the Division
has almost no expenditure denominated in US$
against which to offset its US$ revenues.

Arestructuring exercise was conducted during the
early part of the year, along with a drive to imprave
efficiencies, quality and service. As a result our
competitive position s now more closely aligned to
the new realities and requirements of the markets in
which we operate, This improved competitive position
allowed us to strongly increase our sales of display
board within a short pericd cf time.

A stall in growth of our picture mountboard sales in
the US was more than offset by good progress in the
UK. There is still plenty of scope for development in
this market and an additional range of mount board
was recently launched in the UK, This range has been
developed to meet the needs of higher volume users.
Itis impaortant that the Division levers its favourable
position in the market place as being the world’s only
picture mount board producer vertically integrated
with a paper mill capable of supplying all the
elements of the product.

There was some recovery in volumes of contract
laminating arising from new business opportunities.

Digital print boards

Development of the digital imaging board market
progressed during the year. Resources have been
commifted to enable the introduction of a full range
of papers and boards to be marketed on a direct
basis.

Having addressed the pressing requirement to
improve our competitive positicn, the Division can
now focus on further development of long-term value
adding projects. Our objective Is to target our
resources into markets or sales channels, which are
novel and additive to our current business,

2004 2003 Change
£000 £000 %
Turnover 11,184 11,611 -4
Operating Profit 354 551 -28
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James Cropper PLC

DIVISIONAL REVIEW

TECHNICAL FIBRE PRODUCTS

2004 2003 Change

£000 £000 %
Turnover 6,008 6,318 -5
Operating Profit 474 646 -27

Well-publicised global events had a detrimental impact during
the course of the year contributing to a 5% decline in £sterling
turnover. Direct sales and those by our customers into South
East Asian markets were almast extinguished for a 10-month
period as a consequence of the SARS epidemic. Sales into these
markets have now started to recover. The weakening of the US$
had a significant impact on the profitability of US subsidiary TFP
Inc when 1ts results were transtated into £sterling.

Despite these sethacks encouraging progress has taken place in
several fields.

Compliance by the US construction industry with the Federal
Internationa! Building Code has gained pace during the course
of the year. This has opened up major opportunities for our
{ntumescant product Tecnofire®, particularly in the fabrication of
intumescent sealed firedoors speacified to provide positive
pressure assurance, TFP has completed qualification
programmes with elght major door manufacturers. As a result we
are now placed in a very strong position. Sales into this market
have grown by over 40% compared with last year, Additional
opportunities for Tecnofire™ are under qualification at the
present time to meet other more stringent fire protection
requirements specified in the code, Similar stringent fire
protection regulations are also emerging in South East Asia and
Australasia leading to further potential sales of Tecniofire™.

An innovative use of Tecnofire® was its use in the refurbishment
of New York’s Whitestone Bridge. Lightweight composite fairings
were maunted on the bridge to dampen the effect of wind flows
over the bridge. \f the fairings were unprotected and expossd to
a fire on the bridge the composite material would burn fiercely.
Tecnofire™ was applied to the surface of the fairings to reduce
this hazard. This contract demonstrates the versatile capabilities
of Tecnofire®. We are confident that this will lead to other
opportunities for the product to provide fire protection for large
composite structures used in construction, mass transport and
marine applications.

As reported last year, niche opportunities for highly conductive
metfal-coated carbon fibre materials have grown steadily in
recent years.

Applications include the use of these materals in
electronic, medical and flexible heating devices and to
provide lightening strike dissipation. Significant
growth potential will also emerge in electromagnetic
interference shielding and communication signal
management systems. We have strengthened our
position in this field by moving upstream to
manufactisre metal-coated carbon fibres through a
50/50 joint venture with Thermion Systems Inc, a
customer based in the USA. The Joint venture
company, known as Electro Fiber Technologies LLC
(EFT), is hosted at Thermion’s plant in Connecticut, EFT
has acquired an exclusive license and rights to sub-
license patented technology from another USA
company. The first objective of EFT is to provide TFP
with security of supply of highly conductive metal-
coated carbon fibre materials. A plant sized to service
both [V partners’ needs in the near term was
commissioned towards the end of the year leading to
significant start up costs. Materials from EFT are in the
course of qualification with several key accounts,
Excess capacity will be sold into niche opportunities
through TFP Inc. Fibre chopping equipment has also
been Installed at Burneside so as to enable rapid
response to customer needs and enhance product

development capabilities.

A fairing mounted on the Whitestone bridge

I

TFF's fuet cell component programme with Johnson
Matthey continues fo deliver improved development
materials to meet new and changing specifications
emerging from this exciting technology. Recently the
Department of Trade and Industry has given
encouragement to the programme by awarding funds
to assist R&D by TFP, Johnson Matthey and other UK
companies te ensure that the UK becomes a world
centre for fuel ceil technology.

Until the supply of fuel cell marerials commence in
commercial volumes in the {atter part of this decade,
TFP’s strategy for delivering significant growth remains
focused on fire protection and surface engineering
opportunities,




HEALTH AND SAFETY

The Group’s re-defined Safety Strategy launched to all
employees at the beginning of the year embraces the
need to create well-developed safety managament
processes and a sound safety culture, The Strategy
will progress from a “reguiation led” phase through a
“management led” phase to an “employee led”
phase. Throughout industry the majority of workplace
accidents are the resutt of unsafe behaviour.
Behaviour is an outward manifestation of the culture
of a group of pecple based upon their values,
Behaviour changes as a result of changes in the
values of individuals who can influence the culture of
the Group. Culture is primarily shaped by
management attitude and actions. An improvement in
culture follows improvements in safety hardware and
systerns. Culture will start to change once the Strategy
has entered the “management led” phase where
management can demonstrate that it is seriously
committed to change by delivering against positive
actions that are perceived to make changes for the
better.

The aim of the Safety Strategy is to achieve zero
injuries. Although such an aim would currently seem
incredible to the majority of employees, by adopting
the principie that all injuries are preventable,
management are accepting that it is thefr
responsibility to achieve this aim in the lang term. On
the journay to zero accidents the following shast to
medium term targets have been sat:

* 33% year on year reduction in total lost time
njuries

* 25% year on year reduction in minor Injuries

» A doubling of reparted Dangerous Occurrences and

Hazards every year,

|f dangerous occurrences and hazards are reported
they can be dealt with before anyone is hurt thus
reducing the potential for injuries. Therefare an
increase in reporting will minimise the potential. The
targets for the year were met. Clearty they become
more challenging as time passes. This aim of zerg
injuries will only be achieved by prioritising and
devoting resource to key objectives. Steady progress
has been made during the course of the year.

Akey objective will be to achieve OHSAS 18001
accreditation. This will be supported by further
development of Incident & Accident Investigation,
Risk Assessment and Safe Systems of Work
procedures. The latter will increasingly include
Permits to Work.

To facilitate this the Group has acquired Achiever Plus
document management software. Incident & Accident
Investigation procedures are now managed through Achiever
Plus and it is intended that it should encompass further
preceduras during the course of the coming year.

Consultants have conducted a survey to assess the Group's
compliznce with legislation and regulations. The priority will be
to plug gaps revealed on the basis of highest risk, Continuing
compliance will be assessed by external agencies on a periedic
basis. Work continued during the year to advance compliance
with the code of practice known as Making Paper Safely (MPS).
This details minimum standards for safeguarding the aperation
of machinery with particular emphasis on papermaking
machines, The Health and Safety Executive has adopted MPS
as a mandatory industry standard and has issued a deadline to
all UK mills to implement MPS. Further wark will be progressed
during the coming year to complete cutstanding work relating to
paper machines PM1 and PM2,

The effectiveness of James Cropper PLC is highly dependent on
the effectiveness of its equipment, infrastructure and services,

These are highly complex and potentially hazardous to those
without expert knowledge. Engineering expertise requires a
comprehensive and detailed technical library that 1s up to-date,
well maintained, cantrolled and easy to access. A major
initiative s underway to achieve this.

Qperational training will increasingly be linked to Safe Systems
of Work and the competence of trainers will be improved by
providing them with instructional techniques training. The range
of activities vequiring Permits of Work has been extended and
new iselation procedures have been introduced.

The aim of the Safety Strategy will only be achieved through an
effective leadership style that nurtures, establishes and
sustains the engagement, involvement and commitment of all
employees to safety improvement, From the outset the Safety
Strategy recognised that a leadership approach that places
safety abave all other priorities was essential. A behavioural
model developed by Dupont based upan safety-coaching
techniques impressed those involved in drafting the Strategy.
This model has been adapted and was deployed towards the
end of the year. Known as “Safety Waiks and Talks” managers
talk to individual employees in thelr place of work about safety
issues and the employee’s views as to how safety in their wark
place coutd be improved. The intention being that during the
course of a year each employee is involved Tn a “Safety Walks
and Talks” at least once. “Safety Walks and Talks” supplement
formal departmental safety meetings.

14




James Cropper PLC

ENVIRONMENT

During the year an Environment Strategy Team was formed with
the purpose of establishing the Group's environmental aims
and priorities for the next five years. Qver this period it is
anticipated that there will be a significant increase in output
from our manufacturing facility in Burneside. As a consequence
there will be a corresponding increase in energy consumption,
water absiraction and waste generation, the latier leading to an
increase in effluent treatment and demand for landfill capacity.
This expansion will take place against the background of
increasingly tighter regulatory control by Government agencies,
most notably through the terms and conditions of the Group’s
IPPC Permit to Operate, Climate Change Agreemeant and the
forthcoming European Union Emission Trading Scheme (TUETS).
The Group’s location on the edge of the Lake District National
Park and on the River Kent, a Site of Special Sclentific Interest
and a Special Area of Conservation, will ensure that its activities
will come under close scrutiny. Unless managed effectively, a
number of energy and environmental issues could constrain the
Group from meeting its strategic sbjectives.

The aims of the Environment Strategy are primarily to:

* [dentify and deal with those environmental issues that are
business critical so that they do not become a constraint on
the business.

* Establish eatly and continuing compliance with legislation.
* Maintain [S014001 accreditation.

* Ensure that the approach to compliance and 'mprovements
delivers cost saving and efficiency gains.

* Improve environmental performance by ensuring
accountability for environmental matters are an integral part
of the day-to-day management of operational activities.

+ Devise meaningful measures and fargets against which {o
monitor performance.

Initially the Strategy will focus on effluent treatment, landfill,
solid waste, energy generation, eneigy usage and management
accountabilities.

INTEGRATED POLLUTION PREVENTION AND CONTROL
The Group's Permit to Operate contains a number of conditions
concerning emissions to air, land, water and sewer,
Accompanying the Permit issued by the Environment Agency are
a number of Improvement Conditions with which the Group is
required to comply i order to improve environmental
performance. Thase include minimising the use of water,
energy and raw materials. Such initiatives will be structured to
providing framewarks to identify and eliminate costs and
inefficiencies an an on-gaing basis.

CLIMATE CHANGE LEVY AGREEMENT AND EUETS

The Group is a signatory fo the paper secfor Climate Change
Levy Agreement negotiated with DEFRA by the Confederation of
Paper Industries, Under the Agreement the Group receives
exemption from the Levy on natural gas consumed in its CHP

plant, an 80% discount against the Levy attributable
to importad electricity and exemption from Business
Rates chargeable on the CHP plant. In return, the
Group is committed to a series of increasingly
stringent energy use targets that take effect over
milestone target periods for the 10-year term of the
Agreement.

EUETS, a mandatory scheme for greenhouse gas
emission allowance trading within the EU, will
commence on 1st January 2005. It is one of the
policies being introduced in the EU fo tackle
emissions of carbon dioxide and other greenhouse
gases from a number of specific industrial activities.
The Group’s power generation facilities will be subject
to this scheme. EUETS wilt work by requiring operators
of installations carrying out specified activities to hold
a permit authorising the emission of carbon dioxide.
The UK Government has set a tofal national cap on
the allowable carbon dioxide emissions from
installations. It has zalso allocated individual
allowances to operators that are equal in total to the
national cap to ensure that the national cap is not
exceeded. An allowance wili be composed of units
equal to one tonne of carbon dioxide. This individual
allowance is not a cap or a limit on the amount of
carbon dioxide an installation can emit since
operators will be able 1o trade allowances as a
commodity hetwean themselves, Installations that
reduce their emissions to below the number of
allowances they hold can trade their surplus on the
market, Installations that need additional allowances
to cover their annual emissions will be able to buy
them from the market. The details of the scheme have
not been finalised and so the implications for the
Group are as yet unclear. EUETS may be extended to
other greenhouse gases in future.

FORESTRY

James Cropper PLC continues its policy of purchasing
only from those suppliers who demonstrate practical
application of environmentally sound management.
We purchase annually some 40,000 tornes of virgin
wood pulp of highest environmental pedigree. All of
our suppliers commit to the concept of sustainable
forest management and comply fully with their local
national standards and legislation. Formal
statements of suppliers” environmental pelicies are
received and assessed by the Group through visits
and audits of our suppliers. All of our suppliers have
attained the Intemational Standards 1S0Q 9000 and
IS0 14001 relating to quality and environmenta!
management procedures respectively. Increasing
volumes of woad sunply to our pulp producers are
subject to forest certification procedures and chain of
custody accreditation. Our pulp comes substantialiy
fram Sweden and Finland,

WEBSITE

Extensive information relating to our environmental
policies, practices and initiatives is given on our
website www.crapper.com .




REPORT OF THE INDEPENDENT AUDITORS

To the members of Jamas Cropper PLC

We have audited the financial statements which comprise the Group Profit and Loss Account, the Statement of Group Totat Recognised Gains
and Losses, the Balance Sheets, the Note of Group Historicat Cost Profit and Losses, the Reconciliation of Movements in Shareholders’ Funds, the
Group Cash Flow Statement and the related notes. We have also audited the disclosures required by Part 3 of Schedute 7A to the Companies Act
1985 contained in the directors’ remuneration report (“the auditable part”).

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors’ responsibilities for preparing the annual report and the financial statements in accordance with applicabte United Kingdom law and
accounting standards are set out in the statement of directors' responsibilities. The directors are alsa respensible for preparing the directors’
remuneration repor.

Qur responsibility is to audit the financial statements and the auditable part of the directors’ remuneration report in accordance with relevant
legal and regulatory requirements and United Kingdem Auditing Standards issued by the Auditing Practices Board, This report, including the
apinion, has been prepared for and only for the company’s mambers as a body in accordance with Section 235 of the Companies Act 1985 and
for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or Into whose hands It may come save where expressly agreed by our prior consent in writing.

We report t¢ you our opinion as to whether the financial statements give a true and fair view and whether the financial statements and the
auditabie part of the directors' remuneration report have been praperly prepared in accordance with the Companies Act 1985, We also report te
you if, in our apinion, the directors' report is not consistent with the financial statements, if the company has not kept proper accounting recerds,
if we have not received all the information and explanations we require for our audit, or if information specified by law regarding directers'
remunaration and transaciions is not disclosea,

We read the other information contained in the annual report and consider the implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the financial statements. The other information comprises anly the Report of the Directors, the
Chairman's Review, the Financial Review, the Divisional Reviews, the Health and Safety Review, the Environment Review, and the unaudited part

of the Directors’ Remuneration Report,

We review whether the corporate governance statement reflects the company's compliance with the seven provisions of the Cembined Cade
issued in June 1998 specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not
required to consider whether the board's statements on internal control cover all risks and controts, or to form an opinion an the effectiveness of
the company's or group's corporate governance procedures or its risk and control procedures.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with auditing standards issued by the Auditing Practices Board. An audit includes examination, on a
test basfs, of evidence relevant to the amounts and disclosures in the financial statements and the auditable part of the directors’
remuneration report. It also includes an assessment of the significant estimates and judgements made by the directors in the preparation of
the financial statements, and of whether the accounting pelicies are appropriate to the company's ¢ircumstances, consistently applied and
adeguately disclosed.

We planned and performed our audit so as to obtain all the infermation and explanations which we considered necessary in order to provide
us with sufficient evidence to give reasonable assurance that the financial statements and the auditable part of the directors’ remuneration
report are free from material misstatement, whether caused by fraud or other irregularity or error, In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial statements.

OPINION

In our opinion:

« the financial statements give a true and fair view of the state of affalrs of the company and the group at 27th March 2004 and of the profit
and cash flows of the group for the 52 weeks then ended;

» the financial statements have been properly prepared in accordance with the Companies Act 1985; and

* those parts of the directers’ remuneration report required by Part 3 of Schedule 7A to the Companies Act 1985 have been properly prepared
in accordance with the Companies Act 1985.

ke loped Ll

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors, Newcastle upon Tyne

8th June 2004
13
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James Cropper PLC
REPORT OF THE DIRECTORS

The Directors have pieasure in submitting to the members their
Annual Report and the audited accounts of the Group for the 52
weeks ended 27th March 2004.

The one hundred and fifteenth Annual General Meeting of the
Group will be held at the Bryce Institute, Burneside on
Wednesday, 21st July 2004 at 10.30am.

REVIEW OF THE BUSINESS

The Group’s principal activities comprise the manufaciure and
retail of paper and paper related products. The Chairman, in his
Review, has included a review of business activities during the
vear and commented on future developments and prospects.
The Group makes and sells a wide range of paper and hoard.
Details of the Group’s activities are included in the Divisional
Reviews.

RESULTS

The profit for the 52 weeks ended 27th March 2004, the
dividends paid and recommended and the transfer to reserves
are set out in the Group Profit and Loss Account.

RESEARCH AND DEVELOPMENT

The Group continued to invest In research and development to
ensure that the range and guality of products are continually
updated.

CORPORATE GOVERNANCE

() Directors’ Responsibilities

The Board is accountable to the Group's shareholders for
corporate governance and this section describes how the
relevant principles of governance are applied to the Group.
Throughout the year the Group has complied with the provisions
set out in the Combined Code for Corporate Governance issued
by the Financial Services Autharity in june 1998 except for the
notice period of the Finance Directer's service centract, and the
membership of the Remuneration Committee includes a director
who is not independent.

The Board is currently considering the impact of the revised
Combined Code issued in July 2003,

(ii) The Board

During the year the Board comprised of five Executive Directars
and four Non-Executive Directors. On 1st April 2004 David Wilks
jolned the Board as a Non-Executive Director to replace john
Southwell, the senior independent director, who will be retiring
at the Annual General Meeting.

The Board meets regularly, of which eight meetings per annum
are Executive Beard Meetings, which are attended by the
Executive Directors, and four meetings per annum are Group
Board Meetings which are attended by both Executive and Non-
Executive Directors. Agendas of the meetings are sent out ta the
Directors before each Board Meeting, There is a formal schedule
of items that can be approved by the Executive Board Meetings
and by the Group Board Meetings which includes Companies Act
and Financial Services Authority reguirements, approving major
capital expenditure, budgets and business plans, significant
financing matters and treasury, health and safety, and
environmental policies.

Training is given to new Directors and ali Directors have access
to the advice and services of the Campany Secretary. The Board
has also established a formal procedure whereby Directors,
wishing to do so in the furtherance of their duties, may take
independent professional advice, if necessary, at the Company's
expense.

(ifi) Board Committees

The Non-Executive Directors of the Company comprise the Audit
Committee and the Remuneration Committee. David Wilks is
Chairman of the Audit Committee and Peter Herring is Chairman
of the Remuneraticn Committee, both of whom replaced John
Southwell from 15t April 2004. Both Committees have written
terms of reference,

The Remuneration Committee Includes James Cropper, who Ts
not an independent director, and therefore this is an area of
non-compliance with the Combined Code.

The terms of reference of the Audit Committee require it to meet
at least twice yearly and 1t also meets in private with the
Company’s auditors. The Audit Committee is involved in all
important issues raised in the auditors’ Annual Report tc the
Board of Directors, and also for ensuring the independence of
the auditors.

The Remuneration Commitiee is responsible for reviewing and
deciding on the Executive Directars’ remuneration and their
terms and conditions of employment.

The Company does not have a Nomination Committee, The
appointment of Directors is cansidered by all members of the
Board and is ratified by the Remuneration Committee.

{(iv) Re-election

The Directors are subject to retirement by rotation and re-
election by the shareholders in accordance with the Articles of
Association whereby one third of the Directors retire by rotation
each year.

John Southwell is retiring front the Board of Directors at the
Annual General Meeting and is not submitting himseif for re-
election.

David Witks was appointed a Director on 1st April 2004, and in
accordance with the Articles of Association will retire at the
Annual General Meeting but is offering himself for re-election.

The revised Combined Code issued in July 2003 provides that
any Director whe has served mare than nine years as a non-
executive director should refire and be re-appointed annually.
John Sclater has served more than nine years and accordingly is
retiring from the Board of Directors at the Annual General
Meeting but is offering himself for re-election.

Peter Herring and Patrick Willink retire by rotatien in accordance
with the Articles of Assoclation and, being eligible, offer
themseives up for re-election,

(v) Financial Policies and Internal Controls

The Directors are required by law io prepare financial statements
for each financial period which give a true and fair view of the
state of affairs of the Company and the Group as at the end of
the financial period and of the profit or loss and cash flows of
the Group far that period.




The Directors confirm that appropriate accounting policies and
standards have been used and applied consistently, and
reasonable and prudent judgements and estimates have been
made in the preparation of the financial statements for the 52
weeks ended 27th March 2004,

The Directcrs are responsible for the Group’s system of internal
controls and reviewing its effectiveness. The Directors have
conducted a review of the effectiveness of the Group’s system of
internal control, Including financial, operational and compliance
controls and risk management.

Whilst the Group’s system of internal controls cannot provide
absolute assurance against materfal misstatement, loss or fraud,
they are designed to provide reasonable assurance that
information is relevant, reliable and accurate and that the
Group’s assets are appropriately accounted for and adeguately
safeguarded.

In carrying out their responsibilities the Directors have putin
place a frameworic of controls as required by the Turnbull Report
to ensure that ongoing financial performance is measured in a
timely manner and risk is identified as early as practicably
possible. The framework has been in place for the year under
review and up to the date of the approva! of the Annual Report.
There is a comprehensive budgeting system and monthly
managemeant accounts are prepared which compare actual
results against both budget and previous year. They are
reviewed and approved by the Board.

The Group reports to shareholders twice a year. The external
auditors repart to the Audit Committee any weaknesses in
internal financial controls arising from their normal audit
procedures and remedial actions, if necessary, are agreed by the
full Board.

The maintenance and integrity of the James Cropper PLC web site
is the respansibility of the directors; the work carvied out by the
auditors does not invalve consideration of these matters and,
accordingly, the auditors accept no responsibility for any
changes that may have occurred to the financial statements
since they were initially presented on the web site, Legislation
in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation
in other jurisdictions.

(vi) Risk Management

The management of risk is fundamental to sound business
management and underlying profit performance. Risk
management transcends every aspect of the organisation and its
activities, affecting policies, employees, assets, customers,
suppliers and the wider community.

The Board of James Cropper PLC has overall ownership of the
risk management strafegy and process and coordinates activity
across the Group. The Group manages risk by a combination of
insurance and self-insurance. Self-insurance refers to actions
taken intermnally or in conjunction with other third parties, In
broad terms, high risks in financial and operational areas are
maore dependent on insurance than risks in commercial and
personnel areas, which because of their nature are more likely to
be managed by self-insurance. In addition to the Audit
Committee, which fs a mandatory requirement under the
Combined Code, the Board has for some time established other

Steering Groups with sisk management briefs. These include:

» fealth & Safety

* Environment

e Insurance Management

= Customer Service and Risk Management
» Foreign Currency Management

* People Development

= Organisational Development

& Pensions

« {nformation Systems

The Board sets appropriate policies on internal contral and
seeks regular assurance that enables it to satisfy itself that
processes are functioning effectively. In determining its policies
with regard to internal control and thereby assessing what
constitutes a sound system of internal control, the Board’s
deliberations Include consideration of the following factors:

= the extent and categories of risk which it regards as acceptabie
far the Group to bear;

« the likelihood of the risks concerned materialising;
* the nature and extent of the risks facing the Group;

» the Group's ability to reduce the incidence and impact on the
business of risks that do materialise; and

= the costs of operating particular controls relative to the benefit
thereby obtained in managing the related risks.

it is the role of Management to implement Board policies on risk
and control, In fulfilling its responsibilities, Management
identifies and assesses the risks faced by the Group for
consideration by the Board and designs, aperates and menitors
suitable systems of internal control which impiement the
policies adopted by the Board.

Ali emplayees have some responsibility for internal contrel as
part of their accountability for achieving objectives. They,
collectively, have the necessary knowledge, skills, information
and authority te establish, operate and monitor the systems of
internal control, This requires an understanding of the Group, its
objectives, the industries and markels in which it operates, and
the risks it faces.

The Group does not have an internal audit department. However
cross-functional teams regularly carry out Health & Safety and
Environmental audits. We work with our external auditars and
ather specialist consultants to identify risks and weaknesses in
internal controls.

In July 2002 a sub-team of the Board, the Safety Strategy Team,
were delegated with the responsibility of re-defining the Group’s
Safety Strategy to ensure that a sustainable improvement in the
Group’s safety performance could he achieved. The re-defined
Strategy embraces the need to create well-developed safety
management processes and a sound safety culture. The Safety
Strategy Team recognised that the Strategy would progress from
a “regulation led” phase through a “management led” phase 1o
an “employee led” phase. These phases correspond to the
categorisation of development of safety culture and
improvement in performance also identified by the Health and
Safety Executive. An imorovement in culture follows
improvements in safety hardware and systems.
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The Group’s operational quality processes and environmental
management systems are accredited with [SG 9001 and 1S0
14001 respectively. Not only does compliance with these
standards form the basis of sound intemal control but also they
are increasingly important in satisfying customers” aspirations
with regard to the management of their supply chains. BS1 audits
our processes for continuing compliance every six months, TFP is
accredited with the investorin Peopie Award. This accreditation
is subject to triennial audits. The next audit will take place in
late 2005.

Since 1st January 2001 membhbership of the Group's final salary
(defined benefit) schemes has been closed to new employees o
contain the Group's exposure to rising pension costs. From 1st
July 2001 all new employees have been be able to join a defined
contribution Group Personal Pension Plan, The Group’s
contribution to new employees’ GPP plans is limited to 3 fixed
percentage of contractual pay.

Sound internal control is primarily dependent on peaple
understanding the key issues that relate to their area of activity
and what they are expected to do in certain circumstances. This
understanding stems from the overall Strategic Aims of the
Group and its Values. The Aims set the direction. Our Values
influence our behaviours. Sound behaviours are critical 1o the
develapment of successful relationships between peaple. The
Aims are encompassed in a comprehensive financial planning
and budgeting process with performance monitared on monthly
basis. Through our performance management process the
Group’s Strategic Aims, plans and budgets are translated into
objectives at all tevels of the organisation. The performance
management process is seen as a key vehicle through which
individual employee’s performance can be enhanced and
developed for the mutual benefit of the individual and
crganisation as a whole. Training and development increases
employees’ competencies and therefare enables them to deal
with risks more effectively. Clearly defined policies, processes
and procedures (P, P & Ps) provide employees with guidance.
There has been considerable effort in recent years fo document
and revise our P, P & Ps across all areas of activity, These allow
employees to understand the relevant practices to be deployed.
Our information systems are being extensively madernised to
provide faster communications and greater accuracy that witl
enable the organisation to become more efficient and effective.
Throughout cur organisation we are working strenuously to
eliminate waste. All these initiatives will allow us to become
more responsive to the needs of our customers in an ever
compefitive and shrinking world. The relationship between us
and our customers and suppliers is the key to our future.

(vii) Going Concern

The Directors have considered the current trading prospects,
working capital requirements, and the availability of finance and
are of the apinion that the Group and Company are geing
concerns, The accounts have been prepared on this basis.

PAYMENT QF CREDITORS

The Company had 23 days {2003 35 days) purchases
outstanding at 27th March 2004. Although following the
Group’s restructuring James Cropper PLC is essentially a holding
company, the Group’s purchasing is a function of the Company.

It is the Group’s palicy to agree terms of payment with its
suppliers when agreeing the terms of a business transaction or
transactions. All suppliers are aware of this procedure and the
Group abides by the agreed payment terms subject to the terms
and conditions being met by the supplier,

EMPLOYEE INVOLVEMENT

A monthly briefing on Group performance is carried out for all
employees. All employees are sent a copy of the Annual Report.
As a matter of policy, plans are formally discussed with those
who will use new equipment, plant and computer systems
before designs are finalised. Health & Safety Management and
Safety Improvement teams deal with all aspects of health and
safety in the Group. Oepartmental personnel meetings allow
representatives fo make valuable contributions on aspects of
training, organisation and performance.

The Group operates an Employee Profit Sharing Scheme and a
Save as You Earn Share Option Scheme,

EMPLOYMENT OF DISABLED PEQPLE

It is the Group’s policy to give equality of opportunity when
considering applications from disabled people where the job
requirements are considered to be within their ability. When
existing employees become disabled they are retained wherever
reasonable and practicable. The Group tries to provide equal
promefion opportunities wherever possible.

DONATIONS FOR POLITICAL AND CHARITABLE PURPOSES
No donations for palitical purposes were made by the Group.

Donations totalling £11,000 were made for charitable purposes
to local charities (2003 £12,000).

DISAPPLICATION OF PRE-EMPTION RIGHTS

At the 2003 Annual General Meeting a Special Resolution was
passed granting the Directors authority for the ensuing year to
allot shares by way of rights to shareholders and to issue a
maximum of £104,489 of the nominal share capital of the
Company for cash without first offering the shares to the existing
shareholders pursuant to Section 25 of the Companfes Act 1985,

The Directors propose to renew this authority annually and
Special Resolution 9 to this effect is therefore also included in
the Notice of the Annual General Meeting. The amount of the
ganeral authority to the Directors represents 5% of the issued
ordinary share capital.

Since 15t December 2003, UK listed companies have been able
to purchase and hold in treasury up to 10% of their issued share
capital. Pre-emption rights will normally apply te the
subsequent sale of the shares held in treasury in the same way
as they apply to an issue of new shares for cash. Special
Resolution 9, however, also disapplies pre-emption rights in the
event of sales of treasury shares,

The authority will terminate at the next Annuat General Meeting
or 15 months after the forthcoming Annual General Meeting,
whichever comes first.

PURCHASE BY THE COMPANY OF ITS OWN SHARES

Special Resolution 10 renews an authority which expires at the
Annual General Meeting and gives the Campany authaority to
make market purchases of its own shares. The Directors weuld
only exarcise this power when it would be in the interests of the




Group’s shareholders as a whole to do 5o, having regaid to the INDEPENDENT AUDITORS

effect on both earnings and net asset values per share. There is A resolution to re-appoint PricewaterhouseCogpers LLP as
no present intention of making such repurchases. If such auditors will be proposed at the Annual General Meeting.
repurchases were made, the Directors have yet to determine
whether the shares would he cancelled or whether they would
be held in treasury so as to be available to be sald at g latey
date.

DETAILS OF DIRECTORS' INTERESTS

The Directors who served throughout the period are detailed in
the Directors’ Remuneration Repaort, and details of thelr interests
in shares of the Company are listed below.

The amount of the general authaority to the Directors represents
15% of the issued ordinary share capital. The authority wilt
terminate at the next Annual General Meeting or 15 months after
the forthcoming Annual General Meeting, whichever comes first.

The Campany pays £26,250 annually to i. A. Cropper for the use
of reservoirs to supply water to the factory premises. The
contract /s based on a twenty year repairing lease with rent
reviews every five years. The rent is negotiated through
SUBSTANTIAL INTERESTS independent advisors representing each party.

Apart from the inferests of Directors referred 1o overleaf, the
notified shareholdings n excess of 3% of the issued capital at
24th May 2004 were as follows: -

There have been no material changes between the year end and
24th May 2004,

{. A. Cropper 1974 Settlement 1,062,974  12.7%
Nortrust Nominees Lid A/C TDS 477,000 5.7%
Barfield Nominees Ltd 300,000 3.6%
P O'Reilly 270,000 3.2%
Stargas Nominees Ltd 264,320 3.2%

DETAILS OF DIRECTORS’ INTERESTS

At 27th March 2004 A{ 30th March 2003

Ordinary Options on Ordinary Options on

Director Interest Shares Ordinary Shares Shares Ordinaty Shares

| A Cropper heneficial 417,989 2,565 417,989 2,565

non-beneficial 654,129 - 664,129 -

Al Lewis beneficial 12,761 54,725 12,761 54,725

] M Denman beneficial 1,610 44,200 3,808 44,200

non-heneficial 291,000 - 291,000 -

N A Read beneficial 3,289 39,725 3,289 39,725

non-beneficial 291,000 - 291,000 -

P ) Willink beneficial 7,035 39,725 7,035 39,725

non-beneaficial 69,434 - 69,434 -

G T Quayle beneficial 4,221 39,725 4,221 39,725

J R Sclater beneficial 10,000 - 10,000 -

] P Southwell beneficial 13,200 - 13,200 -
P L Herring heneficial 1,000 1,000

Further information relating to the interests of the Directors in options on ordinary shares is given in the Directors’ Remuneration

Report.
Ity

Burneside Mills | A Cropper
Kendal Chairman

Non-beneficial interests inctude shares held jointly as trustee with other Directors.

8th Jlune 2004
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James Cropper PLC
DIRECTORS"®

COMPANIES ACT REMUNERATION DISCLOSURE

This Report provides details of Directors’ remunegration. The
Companies Act 1985 still requires certain Information in a
prescribed form and this is given below and in Nate 5.

SERVICE CONTRACTS

The Executive Directors, other than the Group Finance Directar,
are employed on rolling one year contracts subject to one year's
notice served by the Group on the Executive, and six months
notice served by the Executive on the Group. The Group Finance
Director is employed on a rolling contract subject to two years
notice on either side, which does not comply with the Combined
Code issued in June 1998.

The Chairman s employed on a rolling contract subject to three
months notice by either side. Other non-executive diractors are
an one month’s notice by either side and they are typically
expected to serve two three-year terms, with additiona! terms of
office agreed on an annual basis.

SALARIES AND FEES

The remuneration and emoluments of Executive Directors are
determined by the Remuneration Committee. The remuneration
of the Non-Executive Directors s set by the whole Board. No
diractor takes part in discussions regarding their own
remuneration. The basic salaries of the Executive Directors are
reviewed annually and take into consideration cost of living end
overall accountability. Also considered is remuneration paid to
senior Executives in camparable public companies. This
information is checked by reference to published surveys, but no
formula is in place to determine any specific relationship.

ANNUAL BONUS
A Senior Executive Bonus Scheme was introduced from April
2003 which provides for bonuses to be paid on a sliding scale of

Information Subject to Audit

DETAILS OF DIRECTORS’ REMUNERATION

REMUNERATION REPORT

profits, starting at a profit before interest and tax of £3.0 million.
Two thirds of the bonus to be paid to the Executive Directors is
profit related, with the remaining one third discrationary, based
on performance. The bonus is not pensionable. No bonus was
awarded in the year.

SHARE OPTION SCHEMES

The Group operates an Inland Revenue Approved Share Option
Scheme and an Unapproved Share Option Scheme for Executive
Directors. Details of options granted during the year are shown
tater in this report. Wo optlons were granted in the year.

COMPARISON OF FIVE YEAR CUMULATIVE

TOTAL SHAREHOLDER RETURN (TSR}

To enable shareholders to assess the Company’s performance
against the London Stock Exchange, the cumulative TSR for the
five year period ended 27th March 2004 is shown in the graph
helow. The FTSE All Share is deemed to be the most appropriate
comparison in terms of performance taking into account the size
of the Company and the nature of its activities.

TSR is the total return fo shareholders in terms of capital growth
and dividends reinvested.
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The following table brings together the various elements of remuneration of each director for the 52 weeks to 27th March 2004; -

Salary and Fees Benefits Annuat Bonus Total
2004 2003 2004 2003 2004 2003 2004 2003
£000 £000 £7000 £'000 £'000 £'000 £7000 £000
Executive
&1 Lewis 39 87 8 10 - - g7 97
| M Denman 79 77 10 9 - - 89 86
N A Read 68 66 g 12 - - 77 78
P Willink 67 65 3 5 - - 76 70
G T Quayle 67 65 5 5 - - 72 70
Non-Executive
J A Cropper 35 35 4 11 - - 39 46
J R Sclater 15 15 - 15 15
| P Southwell 18 18 18 18
P L Herring 17 17 17 17
D R WiKks {appointed 1.4.04) - - -
455 445 45 52 - 500 497

Benefits include the provision of a company car, car fuel and medical insurance.




HIGHEST PAID DIRECTOR

2004 2003
£000 £'000
Aggregate emoluments 97 a7
Accrued pension under defined herefit pension scheme 24 22

DIRECTORS’ PENSIONS
The Executive Directors who served during the year have retirement henefits accruing under the Group’s Staff Pension Scheme, which
is a Defined Benefit Scheme. Non-executive directors do not participate in the Group’s pension schemes.

The following table shows the amount of entitlements eamed, the accrued pension liabilities and the changes therein:

Increase Increase Total accrued Transfer value 'ncrease in Transfervalue Transfer value
in accrued in accrued pansion at of net transfervalue of accrued of accrued
pension pension 27th March increase less directars’ pension at pension at
perannum excluding 2004 inaccrual confributions  27th March 30th March
inflation per annum afterinflation 2004 2003

perannum aver peried
£000 £000 £000 £000 £000 £000 £000
Al Lewis 2 1 24 6 22 234 206
| M Denman 3 3 23 23 39 256 211
N A Read 2 1 25 6 22 272 246
P | Willink 2 1 14 2 9 95 81
G TQuayle 1 1 12 7 15 137 118

The accrued pension is the amount that the director would recelve if he retired at the end of the year.
The increase in the accrued pension is the difference between the accrued benefit at the year end and that at the previous year end.

Alt transfer vaiues have been calculated on the basis of actuarial advice in accordance with Actuarial Guidance Note GN11. The
transfer values represent the value of assets that the pension scheme would need to transfer to another pension provider on
transferring the scheme’s liability in respect of the directors’ pension benefits, They do not represent sums payable to individual
directors and, therefare, cannot be added meaningfully to annual remuneration.

The increase in transfer valtue less directors’ contributions is the increase in the transfer value of the accrued benefits during the year
after deducting the directors’ personal contributions to the scheme.

The transfer value of net ingrease in accrual, required by the Listing Rules, discloses the current value of the increase in accrued
benefits that the director has earned in the period, whereas his change in transfer value, required by the Companies Act, discloses
the absolute increase or decrease in his/her transfer value and includes the change in value of the accrued benefits that results from
market volatility affecting the transfer value at the beginning of the period, as well as the additional value earned in the year.

SHARE OPTIONS
The tnland Revenue Approved Share Option Scheme introduced in 1987 expired in January 1998. The movements and outstanding
options remaining to be exercised on the Scheme are:-

Number Number Mumber Options Exercise Number at

at 30th March granted  exercised lapsed Price £ 27th March

20032 in year in year inyear Exercisable 2004

| M Denman 9,200 - - - 3.25 August 1999 to August 2006 9,200

The above options are not subject to performance conditions, since it was not market practice to impose these at the time the
Scheme was established.
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James Cropper PLC

At the 1998 Annual General Meeting shareholders approved the introduction of the 1898 inland Revenue approved Share Option
Scheme. The mavements on this Scheme during the year were: -

Number  Number  Number  Options  Exercise Number at

at 30th March granted exercised lapsed Price 27th March

2003 in year invyear in year £ Exercisable 2004

| A Cropper 2,565 - - - 2.027 August 2001 to August 2008 2,565
Al Lewis 10,000 - - - 2.027 August 2001 to August 2008 10,000
4,725 - - - 2.059 December 2002 to December 2009 4,725

N A Read 106,000 - - - 2.027 August 2001 to August 2008 10,000
4,725 - - - 2.059  December 2002 to December 2009 4,725

P ] Willink 10,000 - - - 2.027 August 2001 fo August 2008 10,000
4,725 - - - 2.059  December 2002 to December 2009 4,725

G T Quayte 10,000 - - - 2.027 August 2001 to August 2008 10,000
4,725 - - - 2.059 December 2002 to December 2009 4,725

At the 2000 Annual General Meeting shareholders approved the introduction of the Unapproved Part of the 1998 Senfor Executive
Share Option Scheme. The movements on this Scheme during the year were:-

Number  Number  Number  Options  Exercise Number at

at 30th March  granted exercised lapsed Price 27th March

2003 inyear in year in year £ Exercisable 2004

A | Lewis 10,000 - - - 2.615 August 2003 o August 2010 10,000
30,000 - - - 2.065 June 2004 to June 2011 30,000

] M Denman 20,000 - - - 2,615 August 2003 to August 2010 20,000
15,000 - - - 2.065 June 2004 o June 2011 15,000

N A Read 10,000 - - - 2.615 August 2003 to August 2010 10,000
15,000 - - - 2.065 June 2004 to June 2011 15,000

P Wiltink 10,000 - - - 2.615 August 2003 to August 2010 10,000
15,000 - - - 2,065 june 2004 to fune 2011 15,000

G T Quayle 10,000 - - - 2.615 August 2003 to August 2010 10,000

15,000 - - - 2,065 June 2004 to June 2011 15,000

The options for the 1998 Share Option Schemes are subject to the performance condition that before the options can be exercised,
the growth in earnings per share must exceed the growth in Retail Price Index plus 2% per annum for the Approved Scheme, and plus
3% per annum for the Unapproved Scheme, over a petiod of three consecutive years commencing no earier than the date of the
grant of the aptions. These perfermance conditians were considered to be appropriate measures when the schemes were introduced.

The options can be exercised at any time after three years as long as the performance conditions have been reached in any three year
period since the option was granted.

The market price of the shares at the year end was £1.615 and the low and high for the year was £1.50 and £1.905 respectively.

P L Herring
Chairman of the Remuneration Committee

8th june 2004

20




GROUP PROFIT AND LOSS ACCOUNT

for the 52 weeks ended 27th March 2004

52 weeks ended 52 weeks ended
27th March 2004 29th March 2003
£000 £7000 £000 £'0600
Turnover (including share of Joint Venture) 7 56:570 SS,GIC_)
Less share of joint Venture (5) -
Turnover {Note 2) - continuing operations - 5—6,756; - ESS,?(S
Change in stocks of finished goods and wark in progress 699 155
Own work capitalised 357 407
Other operating income 152 272
- 57,7773 ) SS,SZ;
Raw materials and consumables 7 %6}1 - _‘7(26,332)- 7 7
Other external charges {10,050) {9,002)
Staff costs (Note 4) (15,717} (14,779)
Depreciation (3,067) (3,449)
- ._—7”&56,49@ - —63,56—2)
Group operating profit - continuing operations (Note 3) 1,283 : 2,28;
Shara of oparating loss in joint Ventures (Note 13) (33) {23)
Total operating profit: - S
Group and share of Joint Ventures (Notes 3 & 7) 1,190 2,259
Income from fixed asset investments (Note 13} 16
Other interest recelvable and similar income 59 100
Amaunts written off investments (Note 13) (50) -
Interest payable and similar charges (Note 8} (414) (508)
Profit on ordinary activities before taxation 7 785 1,86;
Tax on profit on ordinary activities (Note 9) (154) (603}
Profit on ordinary activities after taxation 631 1,264
Dividends paid and proposed:
Interim paid 1.9p (2003 1.9p) {159) (159)
Proposed final 5.9p (2003 5.6p) (493} (468)
ey @
Amount set aside (from)/to reserves (Nate 20) (2“1-)74— e
Earnings per Ordinary Share of 25p (Note 11)
Basic 7.6p 15.1p
Difuted 7.6p 15.1p
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James Cropper PLC

BALANCE SHEETS
As at Z7th March 2004

FIXED ASSETS
Tangible assets (Note 12)
Trade investments (Note 13)
Iavestment in Subsidiary Companies (Note 13}
Investments in Joint Venture {Note 13):
Share of gross assets

Share of gross liabilities

CURRENT ASSETS
Stocks (Note 14)
Debtors (Note 15)

Cash at bank and In hand

CREDITORS (amounts falling due within one year)
(Note 16)

Net current assets

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS (amounts falling due after more
than one yearn) (Note 17}

DEFERRED TAXATION (Note 18}

CAPITAL AND RESERVES

Called up equity share capital (Note 15}
Share premium account (Note 20}
Revatuation reserve (Note 20)

Profit and loss account (Mote 20)

Equity shareholders’ funds

Approved by the Directors
on 8th june 2004 and signed on
their behalf by:-

Of\&,rwvs

| A Cropper
Director
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Group Company

As at As at As at As at
27th March  29th March 27th March ~ 29th March
2004 2003 2004 2003
£000 £000 £'006 £000
25,836 25,826 2,519 23,706
385 445 395 445
- 7,350 -

129 167
(11) - - -
26,349 26,438 10,264 24,151
7,166 5,798 - 4,956
12,507 11,785 31,319 11,014
1,240 6 74 1,226
20,913 17,589 31,393 17,196
(9,408) (8,099) (9,416) (6,671)
11,504 9,490 21,977 10,525
37.853 35,928 32,241 34,676
(6,589} (4,654) (6,589) (4,654)
(4,189) {4,155) (445) (3,927)
27,075 27,119 25,207 26,095
2,090 2,090 2,090 2,090
454 454 454 454
138 177 32 177
24,393 24,398 22,631 23,374
27,075 27,119 25,207 26,095




STATEMENT OF GROUP TOTAL RECOGNISED GAINS AND LOSSES

for the 52 weeks ended 27th March 2004

Profit for the year
Currency translation differences on foreign currency investment

Total recognised gains and [osses relating to the year

NOTE OF GROUP HISTORICAL COST PROFITS AND LOSSES

for the 52 weeks ended 27th March 2004

Reported profit on ordinary activities before taxation

Difference between historical cost depreciation charge and the actual
depreciation charge for the year calculated on the revalued amounts

Historical cost profit on ordinary activities before taxation

Historical cost profit for the year after taxation and dividends

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS® FUNDS

for the 52 weeks ended 27th March 2004

52 weeks ended 52 weeks ended
27th March 2004 29th March 2003
£7000 £000
631 1,264
(23) -
608 1,264
52 weeks ended 52 weeks ended
27th March 2004 29th March 2003
£'000 £'000
785 1,867
39 49
824 1,916
18 686
Group Company
52 weeks 52 weeks 52 weeks 52 weeks

ended 27th ended 29th
March 2004  March 2003

ended 27th ended 29th
March 2004  March 2003

Opening shareholders’ funds
Profit/(loss) for the year
Dividends

Other recognised gains and losses relating fo the year

Closing shareholders’ funds

£1000 £'000 £7000 £000
27,119 26,482 26,095 25,792
631 1,264 (236) 930
(652) (627) (652) (627)
(23) -
27,075 27,119 25,207 26,095
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James Cropper PLC

GROUP CASH FLOW STATEMENT
for the 52 weeks ended 27th March 2004

2004 2003

_é’OOO £'000 £000 £000
CASH FLOW FROM OPERATING ACTIVITIES
(Cash flow Note 1) 3,557 4,903
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Interest received 46 100
Interest paid (394) (381)
Interest element of finance lease rental payments - (158)
Dividends received - (348) 16 (423)
TAXATION (316) (765)
CAPITAL EXPENDITURE
Purchase of tangible fixed assets (3,101) (2,299)
Asset disposal proceeds 2 (3,09%) 6 (2,293)
ACQUISITIONS “ -
investment in Joint Venture (68) (190}
EQUITY DIVIDENDS PAID (627) (594)
NET CASH (OUTFLOW)/INFLOW BEFORE FINANCING - (901} 638ﬁ -
FINANCING
New debt due beyond a year 4,000 1,500
Repayment of bank loans (1,461) (1,580)
Capital element of finance lease payments - 2,539 (698) (778)
INCREASE/(DECREASE) IN CASH IN THE YEAR )
(Cash flow Note 2} 1,633 (140)
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NOTES TO CASH FLOW STATEMENT

1 RECONCILIATION OF GROUP OPERATING PROFIT TO CASH FLOW FROM OPERATING ACTIVITIES

Group operating profit

Depreciation charges

Loss/(profit) on fixed asset disposals
Increase in stocks

Increase in debtars
Increase/(decrease) in creditors

Net cash Inflow from operating activities

2 RECONCILIATION OF NET CASH FLOW TO MOVEMENT N NET DEET

Increase/(decrease) in cash fer the period
(Increase)/decrease in debt and lease financing
Change in net debt resulting from cash flows
Net debt af 30th March 2003

Net debt at 27th March 2004

3 ANALYSIS OF NET DEBT

Cash at bank and in hand

Bank overdrafts

Debt due after more than lyear

Debt due within 1 year

Total

Non-cash changes relate to transfers between categories of debt.

2004 2003

£000 £'000

s 228

3,067 3,449

22 1)

(1,368) (423)

(494) (84)

1,047 (B20)

- ___;55_7F 4,903.

2004 2003

£'000 £000

S e (140)

{2,539) 778

sy ess

(6,526) (7,164)

- ’k}_—KFU'AZ 7 - (6.525)

30th March Cash Non-cash 27th March

2003 flow changes 2004

£°000 £000 £'000 £'000

s ime 1m0

{522} 4G4 - (118}
163

(4,654) %570)) 2,065 (6,589)

{1,356) 1,461 (2,065} {1,960)
2539
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James Cropper PLC

NOTES ON THE ACCOUNTS

1 ACCOUNTING
POLICIES

The significant
accounting policies
which have been
adopted in the
preparation of
these accounts are
as follows:
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Historical Cost Convention

The accounts have been prepared under the historical cost
convention,except for the revaluation of certain fixed
assets referred to below, in accordance with the
Companies Act 1985 and in accordance with applicable
accounting standards in the United Kingdom.

Group Consolidation

The Group accounts include the accounts of the Company
and its subsidiaries prepared for the financial period.
Investments in joint ventures are accounted for under the
gross equity method.

Turnover

For retail business, revenue fs recognised at the point of
sale to the customer. For other business, revenue is
recognised when substantially the risks and rewards have
been transferred to the customer. Depending on the terms
of shipment, this may be on despatch or on receipt by the
customer,

Fixed Assets

Freehold land, buildings and houses have in the past been
revalued periodically, with subsequent additions at cost.
However, the Group has not adopted a formal poticy of
revaluation going forward and has therefore taken
advantage of the transitional provisions of FRS 15,
Tangibie fixed assets’, and nat updated the most recent
vatuations. The dates of the most recent valuations are
disclosed in Note 12,

Fixed assets include own labour capitalised where costs
are incremental and directly attributable to time spent by
employees on constructing or acquiring the specific asset
to bring It into working condition for its intended use.
Interest costs are not capitalised. Plant and machinety is
stated at cost. Buildings and plant and machinery are
helng written off in equal annual instalments over their
estimated useful lives. Plant and machinery is written off
ever a period of 4 to 20 years depending on category of
asset, and industrial buildings over either 15 or 40 years.
Frechold land and capital work in progress are not
depraciated.

The useful economic life of certain assets were revised in
the year. Further details are given in Note 12.

Investments
Trade investments are stated at cost less provision for any
permanent diminution in value.

Stocks

Stocks are stated at cost or net realisable value, whichever
is the lower. Costin the case af warkin progress and
finished stock Includes an appropriate portion of
production and administrative overheads.

Deferred Taxation

Deferred tax is provided on timing differences where the
Group has an obligation to pay more tax, or a right to pay
less tax, in future as a result of the reversal of those timing
differences, at rates expectad to apply when they
crystallise based on current tax rates and law. Deferred tax
assets are recognised to the extent it is regarded more
likely than not that they will be recovered. Deferred tax
assets and liabilities are not discounted.

Pensions

The Group's contributions to its defined benefit pension
schemes are charged 1o the profit and loss account with
the gbjective of spreading the cost aver the employees’
working lives within the Group.

For the Group’s defined contribution scheme, the pension
cost recagnised in the profit and loss account represents
the contributions payable to the scheme.

Research and Development
Research and development costs are written off in the year
in which they are incurred.

Foreign Currency Translation

Assets and liabilities expressed in foreign currencies are
translated into sterling at rates ruling at the year end, or if
hedged forward, at the rate of exchange under the related
forward contract. Other translation differences are dealt
with in the profit and loss account,

The transactions of overseas subsidiaries operating as
agents for the Group are treated as if they are foreign
currency transactions of the Group and therefore they are
consolidated using the temporal method of translation.

Financial Instruments and Derivatives

The Group's accounting policy for derivatives is to
recognise in the Group profit and loss account gains and
losses an hedges of revenues, operating payments and
capital expenditure to match the underlying transactions.

Forward fareign exchange contracts entered into as hedges
of future purchases and sales denominated in foreign
currencies are recorded at cost. Gains and losses are
deferred and matched to the underlying transaction when
it matures.

Interest rate cap agreements taken out are recorded at cost
in the balance sheet and amortised over the period of the
agreements. Amounts pavable or receivable in respect of
interest rate cap agreements are recognised in the net
interest payable charge on an accruals basis.

Leased Assets

Assets subject to finance leases are included in the
balance sheet at cost and depreciation is charged based
an the Group's normal accounting policy or over the term
of the lease, whichever is shorter. Finance charges
included in the lease payments are charged against profits
over the period of the lease. Operating lease rentals are
charged to the profit and loss account in the period for
which they relate.




2 TURNOVER
The tumover of gach business, all of which, with the exception of joint venture
turnover which originates in The Americas, originates in the UK, is:

Paper
Converting
Technrical Fibre Products

Less Intersegmental sales

Share of Joint Venture sales

The geographical analysis of turnover by destination is:

Ui

Continental Europa

The Americas

Asia

Australisia

Africa

Total including Joint Ventures
of which:

Group

Share of Joint Venture sales

3 ANALYSIS OF RESULTS AND NET ASSETS

The Group's profit befare {ax, analysed by class of business is as follows:

Paper

Cenverting

Technical Fibre Products
Group Operating Profit

Share of Joint Ventures

Incame fram investments
Amounts writfen off inrvestment
Net finance costs

Profit before tax

2004 2003

£000 £000

R 40,047
11,184 11,611

6,008 6,318
 se962 57,976
(3,397) (2.966)

O seses 55010
I3 .
 sesi0 55010
2004 2003

£000's £000’s
s s
10,038 10,426

4,739 4,795

4,001 3,958

1,069 1,208

350 368

T ses70 55010
56,565 55,010

5 .

2004 2003

£'000 £000
s 1088
394 551

474 646

S i 2082
(93) (23)
 nmo 2289
16

(50) -

(355} (408)
7 1867
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3 ANALYSIS OF RESULTS AND NET ASSETS (continued)
The net assets of the Group’s businesses are as follows:
2004 2003
£'000 £'000
Paper o 21,6Si 20,9-26
Converting 7,326 7,005
Jechnical Fibre Products - Group 5,192 4,457
Technical Fibre Products - Joint Venture 118 167
Net Assets of Operating Divisions 34,267 32,549
Head Qffice 235 1,096
Net Debt (7,427} (6,526)
Capital & Reserves - 27,075 27,119
of which: - o
Group 26,957 26,952
joint Ventures 118 167
The geographical analysis of the net assets is as follows:
2004 2003
£7000 £000
United Kingdom ) 34,046 32,3&;
Narth America — Group 103 37
Narth America ~ Joint Venture 118 167
Net Assets of Operating Bivisions ) 34,267 . 32,549
Headguarters 235 1,096
Net Debt (7,427) {6,526)
Capital & Reserves - .27.075 “ 27,119
of which: o 7 -
Group 26,957 26,952
Joint Ventures 118 167
4 STAFF COSTS 2004 2003
£'000 £000
Wages and salaries 7 7 12,88;; 12,395
Social security costs 1,099 996
Other pension costs 1,734 1,392
o 1 57,7“1_7 1-5:75

The average number of employees, including Directors, during the year was 526 {2003 499).
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5 DIRECTORS' EMOLUMENTS
The remuneration of the Directors, excluding pension cantributions, was £500,000 (2003 £497,000) and the details of their
remuneration (s shown in the Directors” Remuneration Repart, under ‘Details of Directors” Remuneration’.

Pansion benefits were accrued during the period on behalf of all the Executive Directors under the James Cropper PLC Staff Pension
Scheme,

6 PENSIONS

(a) SSAP 24 DISCLOSURES

The Group operates funded pension schemes providing defined henefits for the majority of its full time employees including
Executive Directors.

The lames Cropper PLC Werks Pension Plan (‘Warks Scheme’) and the lames Crapper PLC Staff Pension Scheme (*Staff Scheme’) ware
valued respectively using the projected unit method on 6th April 2003 and 1st April 2003 by professionally qualified actuaries.

The principal actuarial assumptions used in the valuations were:

Staff Scheme Works Scheme
;e_rage anﬁgr_a-\te of in.t;erest - 5.9% - 6.6% -
Average annuat increase in total pensionable earnings 4.0% 4.0%
Average annual increase {n pension payments 3.0% 3.0%

The market value of assets in the Staff Scheme and Works Scheme at the date of the last valuation were £13,668,000 and
£15,012,000.

On a current funding level basis the Staff Scheme and the Works Scheme had funding levels of 78% and 76% and showed deficits of
£4,372,000 and £4,652,000 respectively. The actuaries have recommended that the deficits of the Staff Stheme and the Works
Scheme of £4,372,000 and £4,652,000 respectively should be eliminated aver a period of no greater than seventeen years, The
Board will consider the feasibility of phasing payments to the Schemes over a shorter peried of time,

The pension cost for the Staff Scheme and the Works Scheme were £755,000 (2003 £685,000) and £892,600 (2003 £655,000).
Costs are higher in 2004 as a consequence of the additional funding referred to above. This additional cost amounted to £336,000
and amounts of £161,000 and £175,000 are included In the balance sheet representing the amounts not yet pald aver to the Staff
Scheme and to the Works Scheme relating 1o this additional cost. Alse, prepayments of £171,000 (2003 £299,000) in respect of the
Staff Scheme and £nil (2003 £95,000) In respect of the Works Scheme are included in the balance sheet.

The Group also cperates a defined contribution pension scheme. The tetal pension cost for the period in respect of this scheme was
£76,000 (2003 £43,000). There are no outstanding or prepaid contributions at 27th March 2004 (£2003 £nil).

In addition, pension payments of £11,000 (2003 £9,000) were made in respect of personal pension arrangements for USA
employeas,

(b) FRS 17 DISCLOSURES

The Accounting Standards Board issuad Financial Reporting Standard 17 (‘'FRS 17°), “Retirement benefits,” in Novemhber 2000. Under
transitional arrangements the Group 1s required to disclose the fallowing information about the schemes and the figures that would
have been shown under FRS 17 in these financial statements.

As noted above, the Group operates two funded defined benefit pension schemes. The contributions made to the Staff Scheme were
equivalent to 22% (2003 22%) of pensionable earnings, These rates are inclusive of members’ contributions at the rate of 7%
(2003 7%) of pensienable earnings. The Staff scheme is closed to new entrants. As a cansequence the current service cast
calculated under the projected unit method can be expected to increase over time as the average age of the membership increases.

Cantributions made to the Works Scheme are currently paid at 18% (2003 18%) of pensionable earnings. These rates are inclusive of
members’ contributions at the rate of 7% (2003 7%) of pensionable earnings. The Works scheme is closed to new entrants. As a
consaguence the current service cost calculated under the projected unit method can be expected to increase over time as the
average age of the membership increases.
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(b) FRS 17 DISCLOSURES (continued)

The most recent fult actuarial valuations have been updated to 27th March 2004 by qualified Independent actuaries, The major

assumplions used by the actuary for each scheme were as follows:

At 27th March At 29th March At 30th March
2004 2003 2002
Staff Works Staff Works Staff Works
Scheme Scheme Scheme Scheme Scheme Scheme
Rate of increase in salarfes 4.0% 4.0% 3.5% 3.5% 3.9% 3.9%
Rate of increase in pensions in payment 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Rate of increase in deferred pensions 3.0% 3.0% 2.5% 2.5% 2.9% 2.9%
Discount rate 5.5% 5.5% 5.4% 5.4% 5.9% 5.9%
Inflation assumption 3.0% 3.0% 2.5% 2.5% 2.9% 2.9%
The assets in the schemes and the expected rates of return were:
Staff Scheme Works Scheme
At 27th At 29th At 30th At 27th At 25th At 30th
March 2004 March 2003 March 2002 tarch 2004 March 2003 March 2002
Ltong  Value long Value Long Value Llong Value long Value tong  Value
term term term term term term
rate of rate of tate of rate of rate of rate of
return return return return return refurn
%  £000 % £'000 % £000 % £000 % £000 % £000
Equities 7.0 13,519 7.5 10,192 7.0 14,386 7.0 15,003 7.5 11,629 7.0 15,359
Bonds 50 2,674 5.0 2,800 5.5 3,355 5.0 2,656 5.0 2,214 5.5 2,005
Property - - - - - - 7.0 281 7.5 249 7.0 202
Cash 4.5 1,028 4.6 880 5.0 815 4.5 891 4.0 631 4.0 828
Managed funds 6.5 991 - -
Annuities 55 2,028 5.4 2,039 5.9 62 - -
Total market value 18,249 15,911 19,609 18,831 14,723 18,394
of assets
Prasentvalue of (25,241} (23,004) {20,806) (26,614) (20,561) (17,619
scheme liabilities
(Deficit)/surplus (5,992} (7,093} (1,197) (7,787 (5,838} 775
in the scheme
Related deferred 1,798 2,128 359 2,335 1,751 (233)
tax asset/{liability}
Net pension (4,194} (4,965) (838) {5,448) (4,087) 542
(liability)/asset
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If the above amounts had been recognised in the financial statements, the Group’s net assets and profit and loss account would be

as follows:
27th March 29th March ~ 30th March
2004 2003 2002
£000 £000 £'000
NET ASSETS S
Net assets excluding pension liability 27,075 27,119 26,482
Plus SSAP 24 accrual {net of deferred tax) 235 - -
Less SSAP 24 prepayment (net of deferred tax) (120} (276} (224)
Net pension liability under FRS 17 (9,642) (9,052) (296)
Net assets including net pension Liability - 17,548 17,791 —725—,9762
PROFHT AND LOSS ACCOUNT
Profit and loss account excluding pension liability 24,393 24,398 23,712
Plus SSAP 24 accrual (net of deferred tax) 235 -
Less SSAP 24 prepayment (net of deferred tax) (120) (276) (224)
Net pension liability under FRS 17 (3,642) (9,052) (296}
Profit and toss account including net pension liabitity - Eérﬁl 5.070-k7 73?1;
Analysis of the amount that would be charged to operating profit;
Staff Scheme Works Scheme Total
2004 2003 2004 2003 2004 2003
£000 £000 £°000 £'000 £'000 £°000
Current service cost ?33 - 683 —éSO 66? —14—03— —1;4_5
Curtailments and settlement costs - 131 - 131
Total operating charge 553— 814 —850 662 —IE—FIR
Analysis of the amount that would be credited to other finance income:
Staff Scheme Works Scheme Total
2004 2003 2004 2003 2004 2003
£000 £000 £7000 £'000 £'000 £°000
Expected return on pension scheme assets Tosgi - 73’705—7{1F; r—lizl;;irEZr {2.?;
interest on pension scheme liabilities (1,247) (1,242) (1,123} (1,050 {2,370) (2,292)
Net return Case) 63 @) 199 @ 2

(189) 63 89 199 (278) 262
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{b) FRS 17 DISCLOSURES (continued)

Analysis of amount that would be recognised in statement of total recognised gains and losses (STRGL):

Actual return less expected return on
pension scheme assets

Experience gains/{losses) arising on
the scheme liabilities

Changes in assumptions underlying the
present value of the scheme liabilities

Actuarial gain/(loss) recognised in STRGL

Movement in deficit during the period:

(Deficit)/surplus in scheme at start of year
Movement in period:

Current service cost

Contributions

Curtailment and settlement costs

Other finance income

Actuarial gain/{loss)

Deficit in scheme at period end

History of experience gains and losses:

Difference between the expected and
actual return on scheme assets:

Amount (£000)

Percentage of the scheme assets

Experience gains on scheme liabilities:
Amount (£000)

Parcentage of the present value of the
scheme liabilities

Total amount that would be recognised in statement of total recognised gains and losses:

Amount (£'000)

Percentage of the present value of the
scheme liabilities
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Staff Scheme Works Scheme Total
2004 2003 2004 2003 2004 2003
£000 £000 £'000 £'000 £000 £'000
2,180 {5,157} 2,855 (5,288) 5,035 (10,445)
212 207 (1,670} (223) (1,458) 684
(1,026) (1,356) (2,808) (1,325) (3,834) (2,681)
1,366 (5,606) (1,623) (6,836) (257) (12,442)
Staff Scheme Works Scheme Total
2004 2003 2004 2003 2004 2003
£600 £000 £°000 £'000 £°000 £000
(7,693) (1,197) (5,838) 775 (12,931) (422)
(553) (683) (850) (662) (1,403) (1,34%)
477 461 617 686 1,094 1,147
(131} - - (131)
(189) 63 (89) 199 (278) 262
1,366 {5,606) {1,623) {6,836) {257) (12,442)
(5,992) (7.093) {(7,783) (5,838} (13,775) (12,931)
Staff Scheme Works Scheme Total
2004 2003 2004 2003 2004 2003
£000 £000 £°000 £000 £7000 £'000
2,180 (5,157} 2,855 (5,288) 5,035 (10,445)
11% (32%) 15% (36%) 13% (34%)
212 Q07 (1,670} (223) (1,458) 684
1% 4% (6%) (1%) {(3%) (2%)
1,366 (5,6086) (1,623) (6,836) (257) (12,442)
5% (24%) (6%) (33%) {1%) (29%)




7 TOTAL OPERATING PROFIT

2004 2003
The total operating profit Is shown after charging/(crediting): £'000 £000
Research and development expenditure 694 730
Operating lease rentals in respect of plant & machinery 750 597
Insurance 871 732
Auditors’ remuneration 55 41
Non-audit services supplied by the Group’s auditors:

Tax compliance services 57 48

Tax advisory services 96
Loss/(profit) on dispasal of tangible fixed assets 22 (1)

Auditors’ remuneration in respect of the parent company for the year amounted to £10,000 (2003 £32,000).

8 INTEREST PAYABLE AND SIMILAR CHARGES

2004 2003
£7000 £000
Interest payable on bank loans and overdraft - 414 389
Interest on finance leases - 119
- 414 ) 508
9 TAX ON PROFIT ON ORDINARY ACTIVITIES
{a) Analysis of charge in period 2004 2003
£'000 £'000
Current tax:
UK corporation tax on profits of the period 171 495
Adjustments in respect of previous periods (91) (2
80 493
Foreign tax 40 43
Total current tax 120 _5_;6
Deferred tax:
Origination and reversal of timing differences 34 67
Tax on profit on ordinary activities 154 603
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{b) Factors affecting the tax charge for the year

2004 2003

£'000 £000
Profit on ordinary activities before tax 785 1,867
Profit on ordinary activities multiplied by a standard rate of corporation tax in the UK of 30% 235 560
Charges not deductible for tax purposes (36) 70
Capital allowances in excess of accounting depreciation 2 (101)
Tax rate adjustment 10 g
Adjustments relating to prier year’s corporation tax {91) (2)
Current tax charge for period 120 536

{c) Factors that may affect future tax charges

There are na factors, other than disclosed in Note 18, that are expected to significantly affect the taxation charge in future years.

10 JAMES CROPPER PLC PROFIT AND LOSS ACCOUNT
As permitied by Section 230(1) of the Companies Act 1985 the Company has not presented its own profit and loss account. The
Group profit for the year inctudes a loss of £236,000 (2003 £930,000 profit) which is dealt with in the accounts of the Company.

11 EARNINGS PER SHARE

The calculation of basic eamings per share is based on profit on ordinary activities after taxation of £631,000 (2003 £1,264,000) and
the weighted average number of shares in issue of 8,359,114 (2003 8,359,114). There is no difference between the profit on
ordinary activities after taxation and the weighted average number of shares in issue used to calculate basic earnings per share and
diluted earnings per share. As the option price is higher than the share price throughout the year, none of the shares under option
are dilutive.

12 TANGIBLE FIXED ASSETS

Group Company

Freehold Plant Freehold Plant

land and and tand and and

buildings machinery Total buildings machinery Total
Cost or valuation £000 £000 £000 £'000 £'000 £'000
At 30th March 2003 9,656 59,479 65,135 9.33%9 54,629 63,968
Additions in year 337 2,665 3,002 5 386 391
Transfers (42) 42 - - -
Disposals (42) (1,254) (1,296} (8,393) (50,955) (59,348)
Canpital Work in Progress - 99 99 - -
At 27th March 2004 2,209 61,031 70,940 951 4,060 5,011

Depreciation

At 30th March 2003 3,185 40,124 43,309 2,990 37,272 40,262
Charge for year 262 2,805 3,067 13 277 290
Disposals (42) (1,230 (1,272} (2,788)  (35,272) (38,060)
At 27th March 2004 3405 41699 45104 215 2,277 2,492
Net Book Amount

At 27th March 2004 6,504 16,332 25,836 736 1,783 2,519
At 30th March 2003 6,471 19,355 25,826 6,349 17,357 23,706
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The useful ecanomic life of the Company’s computer development costs capitalised since 1998, which had a net book value of
£1,184,000 at 29th March 2003, has been reassessed in the year from an initial estimate of five years to a remaining life of ten years
as the Directors believe this better reflects the period over which the asset will bhe used in the business. The effect of this change has
reduced depreciation in the year by £339,000,

Freehold land and buildings were professionally revalued on an existing use basis as at 30th November 1985 with subsequent
additions at cost.

0On a historic cost basis the net book amount of freehold tand and buildings and freehold property at 27th March 2004 would be as
follows:

Frechold land

and buildings
£'000
Cost 8,955
Aggregate depreciation (3,537
Net book amount o 5,418
13 FIXED ASSET INVESTMENTS
Group Company
£000 £00C £000 £000
(i) Trade Investments o
Cost at 27th March 2004 and 30th March 2003 738 738
Provision for impairment at 30th March 2003 (293} (293)
Charge for the current year (50} (343} (50) (343)
Met Book vaiue at 27th March 2004 395 395
Net Book value at 29th March 2003 445 o 445

The investment is a 35% holding the Company has in Pacofa SA, a French company which converts paper. No dividend
(2003 £16,000) was received from Pacofa during the year.

The Campany does not exert significant influence over the operating and financial policies of Pacofa as it is not actively involved and
influential in the direction of the company.

The aggregate of capital and reserves in their last financial statements for the year 31st December 2003 was£3,550,000
(2003 €3,945,000) and the loss after tax was £€395,000 (2003 loss €144,000).

(ii) Investments in Joint Ventures

Technical Fiber Products Inc, a 100% owned subsidiary of Technical Fibre Products Ltd, has continued investing during the year in
Electro Fiber Technologies Inc, a joint venture company based in the USA. The joint venture company produces conductive materials.
The Group's share of the joint venture is 50% and the Group’s share of the loss for the year was £93,000 (2003 £23,000). Share of
turnaver in the year was £5,000 (2003 nil).
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S

(i} Investments in Joint Ventures (continued)

The share of the net assets at 27th March 2004 in the Group Balance Sheet comprises:

£'000
Share of net assets at 30th March 2003 167
Additions n period 68
Share of loss In period %93)
Exchange movements (23)
Other {1
Share of net assets at 27th March 2004 118

{iii) Subsidiary Companies
The Company has a £7,350,006 (2003 £3) nvestment in ordinary shares of the following subsidiary companies: -

Country of Incorporation

and Operation % Holding Nature of Business

James Cropper Speciality Papers Limited S England 100 Manufacturer of
coloured paper and boards

The Paper N!ISHopCOm;—}any -Limited England 100 Retailing of paper
jma-m;a;s Cropper Converting Limited England - 100 Paper converter
Technical Fibre Products Limited England 100 Menufacture of

high performance wet-laid
nanwovens from fibres

Technical Fiber Preducts Inc USA 100 Sales arganisation for
products from
Technical Fibre Products Ltd

Melmore Company Limited England 100 Cormant company

The investments are held by James Cropper PLC with the exception of Technical Fiber Products Ing, which is held through Technical
Fibre Products Ltd.

14 STOCKS
Group Company
2004 2003 2004 2003
£7000 £000 £7000 £'000
Raw materials 2,885 2,216 - 1,723
Work in progress 1,530 1,284 - 1,050
Finished goods 2,751 2,298 - 2,183

7,166 5,798 - 4,956
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15 DEBTORS

Group Company
2004 2003 2004 2003
£000 £'000 £'000 £000
Trade debtars 11,121 10,386 8,961
Prepayments and accrued income 911 1,016 510 736
Other debtors 234 383 203 380
Corporation fax recoverable 231 441 -
Amounts owed by Group undertzkings - 30,165 937
12,507 11,785 31,319 11,014
inctuded within the Company figures above are amounts due in mere than one year owed by subsidiary undertakings of £nil
(2003 £404,000).
16 CREDITORS
(amounts falling due within one year)
Group Company
2004 2003 2004 2003
£7000 £°000 £'000 £000
Bank overdrafts 118 522 - -
Bank loans 1,960 1,356 1,960 1,356
Amounts owed to Group undertakings - 4,286
Trade creditors 1,624 1,746 1,380 1,412
Taxation and social security 767 467 492 214
Accruals 4,109 3,533 668 3,216
Cther creditors 338 7 137 5
Proposed dividend 493 468 493 468
9,409 8,099 $,416 6,671
17 CREDITORS
(amounts falling due after more than one year)
Group Company
2004 2003 2004 2003
£'000 £000 £'000 £000
Bank loans
Repayable between 1 and 2 years 1,652 1,347 1,652 1,347
Repayable between 7 and 5 years 3,524 2,432 3,524 2,432
Repayable over 5 years 1,413 875 1,413 875
6,589 4,654

4,654
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18 DEFERRED TAXATION
Group
2004 2003
£'000 £000
Accelerated capital allowances - ”4,240 4,156
Shart term Lliming differences 51) w
Pravision for deferred tax 4,189 - 4,155
£1000
Provision at start of period 4,155
Deferred tax in the Profit and Loss account (Note 9) 34
Provision at end of period 4,189
Company
2004 2003
£'000 £'000
Accelerated capital allowances 394 N 3,927
Shart term timing differences 51
Provision for deferred tax 445 3,927
£000
Provision at start of period 3,927
Transfers arising from group restructuring (3,506)
Deferred tax in the Profit and Loss account 24
Provision at end of period 445

No provision has been made for deferred tax on gains recognised on revaluing property to its market value or on the sale of
properties where potentially taxable gains have been rolled over into replacement assets. Such tax would become payable only if the
property were sold without it being possible to claim rollover relief. The total amount unprovided for is £350,000 {2003 £350,000),
At present it is not envisaged that any such tax will become payable in the foreseeable future.

No deferred tax is recognised on the unremitted earnings of overseas subsidiaries. As the earnings are centinually reinvested by the
Group, no tax is expected to be payable on them in the foreseeable future.

19 CALLED UP EQUITY SHARE CAPITAL

2004 2003
£000 £'000
Authorised: -
10,600,000 (2003 10,000,000) Ordinary Shares of 25p each 2,560 2,500
Allotted and fully paid:
2,359,114 (2003 8,359,114) Ordinary Shares of 25p each 2,090 2,080
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Under the James Cropper PLC Executive Share Option Schemes, aptions were outstanding at 27th March 2004 in respect of the

following:
Type Number of shares subject to opfion Period of option Exercise price
per share
£
Ordinar\; ) N 9,200 August 1999 to August 2006 3,250
Ordinary 42,565 August 2001 to August 2008 2.027
Ordinary 18,900 December 2002 to December 2009 2.059
Ordinary 60,000 August 2003 to August 2010 2.615
Ordinary 90,000 June 2004 to June 2011 2.065
220,665
20 RESERVES
Group Company
Share Profft Share Profit
Premium  Revaluation and Loss Premium  Revaluation and Loss
Account Reserve Account Account Reserve Account
£'000 £'000 £000 £°000 £'000 £000
At 30th March 2003 454 177 24,398 454 177 23;74
Release during period (39) 39 - (145) 145
Exchange losses (23)
Retained loss for the period - (21) - - (888)
At 27th March 2004 24,393 V éLSl: 32 22,631

454 138

21 COMMITMENTS UNDER OPERATING LEASES

At 27th March 2004 there were annual commitments under eperating leases for plant and machinery and building terminating as

follows:

Plant & Machinery:
Within 1 year

In2to5 years

Buildings:

More than 5 years

22 CAPITAL COMMITMENTS

Group Company

2004 2003 2004 2003
£000 £000 £000 £'000
195 13 - 10
298 504 153 483
494 517 153 493
205 - - -
699 517 153 493

At 27th March 2004 the Group had in place contracts for capital expenditure of approximately £335,000 (2003 £960,000).
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23 RELATED PARTY TRANSACTIONS
The Company has taken advantage of the exemption availabie under Financial Reporting Standard 8, “Related Party Disclosures”, not
to disclose detalils of transactions with its subsidiary undertakings.

The Company pays £26,250 annually to J. A. Cropper for the use of reservoirs to supply water to the factory premises. The contract is
based on a twenty year repairing lease with rent reviews every five years. The rent is negotiated through independent advisors
representing each party.

24 CONTINGENT LIABILITIES
There were no contingent liabilities at the end of the financiai year, The Company is involved in ¢ross guarantees hetween itself and
its subsidiaries.

25 DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS

Set out below are the narrative and numerical disclosures required by Financial Reporting Standard 13 “Derivatives and other
financial instruments”. The Group has taken advantage of the exemption available under FRS 13 not ta provide numerical disclosures
in refation to shert-term debtors and creditors.

(I} NARRATIVE DISCLOSURES:

Financial instruments:

The Group’s financial instruments, other than derivatives, comprise borrawings, some cash and liquid resources, and various items
such as trade debtors, trade creditors etc, that arise directly from its operations. The main purpose of these financial instruments is
to manage the finance for the Group's operations. The Group also enfers into derivative transactions (principally interest rate caps
and forward fareign currency contracts). The purpose of such transactions is to manage the Interest rate and currency risks arising
from the Group’s eperations and its sources of finance,

It1s, and has heen throughout the period under review, the Group’s policy that no trading in financial instruments shall be
undertaken. The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk and foreign currency
risk. The Board reviews and agrees policies for managing each of these risks and they are summarised below. These policies have
remained unchanged throughout the year.

Interest Rate Risk:

The Group finances its operations threugh a mixture of retained profits and bank borrowings. The Group borrows in the desired
currencies at both fixed and floating rates of interest and then uses interest rate caps to manage the Group’s exposure to interest rate
fluctuations. At the year end there were no Group borrowings at fixed rates of interest {2003 £27,000).

Liquidity Rate Risk:

As regards liquidity, the Group’s policy has throughout the year been to maintain a mix of short, medium and long term borrowings
with a number of banks and institutions, Short-term flexibility is achieved by overdraft facilities. 1t is, in addition, the Group’s policy
to maintain undrawn committed barrowing facilities in order to provide flexibility in the management of the Group’s liquidity. Atthe
year end the Group had committed Facilities of £13,270,000 with four banks, 65% (2003 56%) of which was drawn down. The
weighted average period until maturity of these facilities was 3.4 years (2003 2.5 years).

Currency Risk:

Although the Group is based in the UK, it has an investment in overseas operations in TFP Inc in the USA. As a result, the Group’s
sterling balance sheet can be affected by movements in the US dollar/sterling exchange rates. The magnitude of this exposure is
currently not significant to the Group and therefore no measures are currently taken to manage this risk, The Group also has
transactional currency exposures. Such exposures arise from sales ar purchases by an operating unit in currencies other than the
unit's functional currengy. The Group uses forward currency contracts to reduce the currency exposure as well as matching payments
and receipts to minimise exposure.
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(1) NUMERICAL DISCLOSURES:

Interest rate and currency profile of financial liabilities:

After taling into account interest rate caps and forward currency contracts entered into by the Group, the interest rate and currency
profile of the Group's financial liabilities at 27th March 2004 was:

Currency Total Floating rate financial Fixed rate financial
Habilities liabilities
2004 2003 2004 2003 2004 2003
£7000 £000 £'000 £000 £000 £000
Sterling 8,549 6,498 8,549 6,470 - 28
uss$ 118 34 118 34 - -
8,667 6,532 8,667 6,504 - 28

Fixed rate financial liabilities

Currency Weighted average Weighted average
interest rate % perieds for which rate s fixed
2004 2003 2004 2003
Sterling - 9% - 0.1 years

The floating rate financial liahilities comprise:
- sterling denominated bank borrowings that bear interest at rates between 1% and 1.25% above UK ank base rates.

- IS dallar denominated overdraft that bears interest at rates hased an bank ‘cost of funds’ plus 1%.

Interest rate risk of financial assets

The currency profile of the Group's interest rate risk of financial assets at 27th March 2004 was:

Cash Cash
2004 2003
£000 £000
Sterling ¥T0354— - 4—5
us$ 107 -
Eura 98 1
Y
Alt financlial assets are at floating rates. -
Maturity of financial liabilities and undrawn commitments:
The maturity profile of the Group's financial Uabilities and undrawn commitments at 27th March 2004 was as follows:
Liabilities Undrawn
2004 2003 2004 2003
£'000 £000 £000 £'000
In 1 year or less, or on demand B —720;*( 1.8‘7?k ED? 7;31
In more than 1 year but not more than 2 years 1,652 1,347
irt more than 2 years but not more than 5 years 3,524 2,432 - -
[n mare than 5 years 1,413 875
8667 6532 4603 5231




James Cropper PLC

Cumrency exposures on monetary assets:

The Group’s othar curency exposures corprise only those exposures that give rise to net curency gains and (osses o be recognised in the prafit and
loss account. Such exposuires comprise the monetary assefs and monetary liabilities of the Group that are not denominated 'n the operating (ar
“functional”) currency of the gperating unit involved. As at 27th March 2004, after taking into account forward cunrency contracts and matching of
payments and receipts, these other exposures are immaterial to the Group.

Fair values of financial assets and babilities:
Setout below is a comparisor by category of book values and fair values of the Group’s financial assets and liabilities as at 27th March 2004,

Book Value FairValue

2004 2003 2004 2003

£'000 £'000 £600 £000
Fixed asset investments (-‘?3-— dj2— _—513_ - —SE
Cash at bankand in hand 1,240 6 1,240 6
Bank overdrafts {118) (522 {118) (522)
Bank loans repayable within one year (2,960) (1,356) (1.960) 1,357
Bank loans repayable after more than ane year {6,589 (4,654} (6,589 (4,654)
Forward foreign cumency contracts - - - an
interest rate caps 7 16 - 1

Interest rate caps and forward foreign currency contracts have been marked to market to produce fair value figures. All ather fairvaiues shown above
have heen calculated by discounting cashflows at prevailing interest rafes.

The fair value of short term loans and overdrafts approximates to their carying value because of the short matusity of these instruments, The fairvalue of
long term borowings approximate to the carnying value reported in the Balance Sheet as they are all at floating Interest rates where payments are reset to
market rates at intervals of less than one year.

Gains and losses on hedges:

The Group enters into forward foreign cumrency contracts to reduce the currency exposures that arise on sales and purchases denominated in foreign
currencies, as well as matchirg foreign currency payments and receipts wherever possible. It also uses Interest rate caps to manage its interest rate
exposure. Changes in the fairvalue of instnuments used as hedges are not recognised in the financial statements until the hedged position matures.

An analysis of these unrecognised gains and losses is as follows:

Gains Losses Total net gains/{lossas)
~ eoc0  fo00 €0

Unrecognised gains and losses on hedges:
At30th March 2003 - (34) (34)
Recagnised in the year - 27 27
Not recognised In the year L —7{7)———{ - E)
Asisingin the year not recognised -
Ar27th March 2004 . 7) - —7(;}
Of which: S
Gains and losses expected to be recognisad in 2005 - 7) 7

Gains and losses expected to be recognised in 2006 or later -
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SHAREHOLDER INFORMATION

2003-2004

Reporting

Dividends

Registrars

Interim results announced and sent to

Ordinary Shareholders 18th Navember 2003
Final results announced 8th june 2004
Annual Report issued by 28th June 2004

Annual General Meeting — at Bryce Institute, Burneside,
Kendal, Wednesday, 21st July 2004 at 10.30am

Ordinary Shares
Interim dividend paid on 9th January 2004 1o Ordinary Shareholders registered on 19th December 2003,

Fina! dividend to be paid on 13th August 2004 to Ordinary Shareholders registered on 23rd july 2004.

Capita Registrars Limited
Northern House
Woodsome Park

Fenay Bridge
Huddersfield

HD8 oLA
Telephone (01484) 600900
Fax {01484} 600911
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NOTICE OF ANNUAL GENERAL MEETING
Wednesday 215t July 2004 at 10:30 a.m.

Notice is heraby given that the one hundred and fifreenth Annual General

Meeting of the abave named Company will be held at the Bryce Institute,

Bumeside, Kendal, Cumbria on Wednesday, 21st July 2004 at 10.30am for

the following purposes: -

Ordinary Business

1. To recelve and consider the statement of accounts and reports of the
diractors and the auditors of the Company for the 52 weeks ended 27th
March 2004,

2. To declare a final dividend.

3. To re-elect Mr D R Wilks as a director of the Company.
4. To re-elect Mr| R Sclater as a director of the Company.
5. To re-efect Mr P LHering as a directar of the Campany.
6. To re-elect Mr P ) Willink as a director of the Company,

7.To re-appoint PricewaterhouseCcopers LLP as auditors te held offtce from
the conclusion aof the meeting until the next Annual General Meeting and
authorise the directors to fix their remuneration.

8.To cansider and approve the repart of the remuneration committee far the
52 weeks ended 27th March 2004.

Special Business

To consider and if thought fit pass the following resalutions:

Special Resolutions

9. That the directors be empowered pursuant to Section 95 of the Companies
Act 1985 (“the Act™), to allot equity securities (as defined in Section 94 of
the Act) either pursuant to the general authority conferred on them by an
ordinary resolution passed at the Annual General Mesting of the Company
held on 6th April 2002 or where the equity securities are held by the
Company as treasury shares {within the maaning of Section 162A(3) of the
Act), in each case as if subsection (1) of Section 89 of the Act did not apply
to any such allatment provided ahways that the foregoing power shallbe
limited:

() to the allotment of equity securities in connection with any tights or ather
pre-emptive issue in favour of the ordinary shareholders where the equity
securities respectively attributable to the interests of all ordinary
sharehoiders are proportionate (as nearly as may he) to the respective
number of ordinary shares held by them on a fixed record date {but
subject to such exclusions or other arrangaiments as the directors may
deem necessary or expedient in relation to fractional entittements or
legal ar practical problems under the laws of ar the requirements of any
recognised regulatory bady or any stock exchange in any teritory orany
ather matter whatsoever); and

{ih to the atlotment {otherwise than pursuant to sub-paragraph {) of this
resolution) of equity securities up 1o an aggregate nominal amount of
£104,489;

and shall expire on the date of the next Annual General Meeting of tha
Company or (if earlier) fifteen months from the date of the passing of this
resolution save that the Company is hereby enabled to make an offer or
agreemant before such expiry which would or might require equity securities
to he allotted after such expiny and the directers may allot equity securities in
pursuance of such offer or agreement as if the power conferred hereby had
not expired.
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10. That the Compary he generally and unconditionally authorised for the

purpases of section 166 of the Companies Act 1985 (the ‘Act’} to make
ane or more Market purchases {within the meaning of saction 163(3) of
the Act) on the London Stock Exchange of ordinary shares of 25p each in
the capital of the Company provided that:-

{1 the maximum aggregate number of ordinary shares hereby
authorised to be purchased is 1,253,867;

{ii) the minimum price which may be paid for such shares is 25p per
ordinary share;

{ii) the maximum price which may be paid for such ordinary shares shall
net be more than 5% ahove the average of the market values foran
ordinary share as derived from the London Stock Exchange's Daily
Official List for the five business days immediately preceding the date
on which the erdinary shares are purchased;

(iv) unless previously renewed, varied or revoked, the authority hereby
conferred shall expire af the conclusion of the Company’s next Annual
General Meeting or 15 manths from the date of this resolution

{whicheveris earier); and

v the Company may make a contract or contracts to purchase ordinary
shares under the authority conferred by this resolution prior to the
expity of such authority which will or may be executed whally o partly
after the expiry of such authority and may make a purchase of
ordinary shares in pursuance of such contract or contracis.

Bumeside Mills, By order of the Board

itendal, DR Carey

Cumbria, Company Secretary

25th june 2004

Notes

1. Pursuant to Regulation 34 of the Uncertificated Securities Regulations

]

4,

1995, to he entitled to attend and vote at the meeting (and for the purpose
of determination by the Company of the number ofvotes they may cast),
members must be entered on the Company’s Register of Members by
5.00pm on 16th july 2004, when the register of members will be closed
unfit after the Annual General Mesting.

A member of the Company who is entitled to attend and vote may appoint
a proxy to attend and vote instead of him. A proxy need not be a member
of the Company. Appointing a proxy will not preclude members from
attending and voting at the meeting if they later decide to do s0. A facility to
appoint a proxy through the website of the Company’s Registrars Is
available and detalls are set out on the enclosed form of proxy.

, Copies of the contracts of service for the directers are available for

inspection during normal business hours on each business day at the
registered office. In addition such copies will be available at the place of
the meeting for at least 15 minutes prior to the meeting and at the meeting,

The reasons for the Special Business are explained in the Report of the
Directars contained in the Annual Report.




