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Directors’ report

The directors present their annual report and audited financial statements for the year ended 2 January 2011

Principal activities and review of the business

The Company 1s a wholly-owned subsidiary of The Morgan Crucible Company plc (Morgan Group) and operates as part of the
Morgan Engineered Matenals division

The Company’s principal activines are the manutacture and sale of specialist ceramic componenis for a vanery of demanding
markets including medical, defence, electronics and fiwd handling Around 53% of production 15 exported from the Uk to customers
in Europe, The Amencas and the Far East There have not been any significant changes in the Company s principal activices in the
vear under review The directors are not, at the date ot this report, aware of any likely major changes in the Company s acuvities
the next year

The Morgan Engineered Matenals division of which the Company s a part, invests in research and development activiues
appropnate to the nature and size of 1ts operations with the aim of supporting the future development of the Company as a part of
the division, 1n the medium to long-term future This research and development activity has resulted in a number ot updates to
existing products

As shown 1n the Company’s profit and loss account on page & the Company’s turnover has increased by 27 2% over the prior vear
and loss after tax has decreased by £1 188 000 The major factors resulting 1n the decrease in loss after tax are increase m wumover
and decrease 1n restructuring costs which were £796 000 1n the year (2009 £1,287,000) (note 6)

The balance sheet on page 7 of the financial statements shows the Company’s financial posion at the vear end and 15 conststent
with the prior year

There have been no significant events since the balance sheet date which should be constdered for 2 proper understanding ot these
financial statements

Morgan Group manages 1ts operations on a drvisional basis For this reason, the Company’s directors beheve that turther key
performance ind:cators for the Company are not necessary or appropriate for an understanding of the development, performance or
position of the business The performance ot the Morgan Engineered Matenals division of Morgan Group, which includes the
Company, 1s discussed 1n Morgan Group s Annual Report which does not form part of this Report

Principal nshs and uncertamties

Competitive pressure in low cost countries 15 a continuing nsk for the Company, which could result 1n 1t losing sales to 1ts key
compentors To manage this sk, the Company stnves to provide added-value products and services to 1ts customers, respond
promptly in the supply of products and services and in the handling of customer quenes and mamntain strong relatonships with
CUSLOMmers

The Company sells products into international markets and it 1s therefore exposed to currency movements on such sales Where
appropnate, the Company manages this nsk in accordance with Morgan Group reasury policies

The Company s businesses may be affected by flucrianons in the price and supply of key raw matenals although purchasing
polzcies and practices seek to mitigate, where practicable such nsks

The Company 15 2 member of Morgan Group s mult-emplover UK defined benefit penston plan which 1s currently n deficie The
funding leve!l of this pension plan 1s subject to adverse change resulung from movements 1n the actuanal assumptions underlying the
cafculation of plan lhabilittes, including decreasing discount rates and increasing longevity of plan members, as well as declines n
the market value of plan tnvestments Significant adverse changes in the actuanal assumptions underlying the UK plan valuation and
the Company’s share of any deficit-reduction contmbuticns made nto the plan could matenaily impact the Company s trading
results

Research and development

The Company wall continue its programme ol research and development, including projects to develop armour products
Expenditure incurred on research and development in the year was £895,000 (2009 £1,509,000)




Directors
The directors who held office during the vear were as follows

RA Marno

J Harvey

(resigned 17 May 2010)
CJ Spacie

DS Eldndge

SM Chittock

{resigned 9 June 2010)
AP Gallagher

(appointed 17 May 2010)

Morgan Group purchases directors and officers 1nsurance cover on behalf of 2ll Group companies i the UK

Employees
Details of the number ot employees and related costs can be found 1n note 5 to the financial statements

Applications for employment by disabled persons are considered fully, bearing 1n mind the aptitudes of the applicant concerned In
the event of members of staff becoming disabled, every effort 1s made to ensure that their employment with the Company connnues
and that appropnate training 1s aranged [t 15 the policy of the Company that the traming, career development and promotion of
disabled persons should, as far as possible be identical wath that of other employees

The Company participates i Morgan Group s policies and practices to keep employees informed on matters relevant to them as
employees through appropnate means such as employee meetings and newsletters

Environment

The Company recognises the importance ot 1ts environmentzl respoasibilities, momtors 1ts 1mpact on the environment and designs
and implements policies to mitigate anv adserse impact that might be caused by 1ts activiies The Company operates 1n accordance
with Morgan Group policies as noted 1n Morgan Group’s Annual Report, which does not form part ot this Report [ninanves aimed
at munimising the Company s 1mpact on the environment include sate disposal of manufactuning waste recycling and reducing
energy consumption

Political and chantable contributions

During the course of the year, the Company made charitable donatiens amounting to £815 (2009 £2,307) and no polincal donations
(2009 £Ni)

Supplier payment policy

The Company agrees payment terims with all its major suppliers and abides by these terms, subject to satistactory pertormance by the
supplier Amounts owed to other suppliers are settled on or before the end of the month following receipt of 2 valid mvoice The
Company’s average creditor period at 2 Janvary 2011 was 55 days (2009 46)

Disclosure of information to auditors

The directors who held office at the date ot approval of this directors’ report confirm that, so far as they are each aware, there 1s no
relevant audit information of which the Company s auditors are unaware, and each director has taken all the steps that he ought
have taken as a director to make himself aware of any relevant audit informanon and to establish thar the Company s auditors are
aware of that information

Auditors
Pursuant to section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and will therefore continue n
office

By order of the board

%
AP Gallagher

Secretary/Director
Upper Fforest Way
Mormiston
Swansea

SA6 8PP
08-Apr-11
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Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the directors’ report and the financial statements 1n accordance with applicable
law and regulations

Company law requires the directors to prepare financial statements for each financial vear Under that law they have
elected to prepare the financial statements 1n accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statemnents unless they are sansfied that they give a true
and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period In preparing
these financial statements the directors are requrred to

s select sunable accounting policies and then apply them consistently

. make judgmenis and esumates that are reasonable and prudent,

. state whether applicable UK Accounting Standards have been followed, subject to anv matenal departures disclosed
and explamned in the financial statements, and

. prepare the financial statements on the gomng concern basis unless 1t 1s mappropriate to presume that the company

will continue 11 business

The directors are responsible for keeping adequate accounting records that are sutficient 10 show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They have general responsibihity
for taking such steps as are reasonably open to them to safeguard the assets of the company and to prevent and detect
fraud and other wregulantes
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KPMG Audit Plc

3 Assembly Sguare
Britannia Quay
Cardiff

CF10 4AX

Independent auditor’s report to the members of Morganite Electrical Carbon
Limited
We have audited the financial statements of Morganite Electrical Carbon Limited for the year ended 2 January 2011

set out on pages 6 to 31 The financial reporting framework that has been apphed in their preparation 1s apphcable
law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 15 made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Compares Act 2006 Our audit work has been undertaken so that we might state to the company's members those
matters we are required to state to them 1n an auditor's report and for no other purpose To the fullest extent permuitted
by law, we do not accept or assume responsibility to anyone other than the company and the company's members, as
a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explamed more fully i the Directors' Responsibihities Statement set out on page 4, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fairr view Our
responsibility 1s to audit, and express an opmion on, the financial statements 1n accordance with apphicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's {(APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's web-sie at
www frc org uk/apb/scope/private cfm

Opinion on financial statements

In our opinion the financial statements

e give a true and fair view of the state of the company's affairs as at 2 January 2011 and of its loss for the year then
ended,

¢ have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
» have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given 1n the Directors' Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report n respect of the following matters where the Companies Act 2006 requires us to report to
you if, in our opmion

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

o the financial statements are not in agreement with the accounting records and returns, or
e certamn disclosures of directors' remuneration specified by law are not made, or
+ we have not recerved all the information and explanations we require for our audst

S sty

E Hohday (Semor Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

/5 Apnl 2011




Profit and loss account
Jor the year ended 2 January 2011

Turnoser

Conusting operatons

Change 1n stocks of fimshed goods and work 1n progress

Raw matenals and consumables

Other externat charges

Staff costs

Depreciation and other amounis wntten off tangible snd intangible fixed assets

Qther operating charges
Gperating loss
Conrinuing operanons

OCrher interest recewvable and simular income

Interest pavable and similar charges

Lnssy on ordinary activities before taxation

Tax on loss on ordinary acuvities

Loss for the financial year

‘o2

10

14

Morganite Electical Carbon Limsted

Directors report and financial statements

Registered Number 01034633

For the year ended 2 January 2011

2010

£000 £000

28,933
522
(8,203}
(3.632)
(10,779}
(1,055}
(8,110)

(31,257

(2324

137

2)

(2,189)

m

1,917)

2009

£000 £000

22,749
P18
(7,993)
(2,226)
(10,383)
(1,020)
(5,746)

(27,257

(4,503)

13

(9}

(4,499}

1,394

(3.103)

There are no recogmsed gains and losses for the current and preceding financial vear other than the loss of £1 9 mullion (2009 £3 [ mullion) shown above

Accordingly no note of historcal costs losses 15 presented

The amounts presented for the current and preceding financial years are denved from continwng operahons




Balance sheet
at 2 January 2011

Fixed assets
Tangble assets

Current assets
Siwocks
Debtors

Credutors amounts falling due within one year

tvet current assets

Total assets less current habilities
Provisions for habihties

Met assets

Capital and reserves
Called up share captal
Share premuum account
Other reserves

Profit and loss account

Shareholders’ funds

Note

10

if
12

13

14

13
16
16
16

Morganite Electncal Carbon Limuted
Directors report and financial statements
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For the year ended 2 Januarv 2011

15,599

5,770

2010
£000 £000
3,417
8417
5,097
10,502
{9,829)
14,187
(37
14,130
43,837
37
15
(29,759)
14.130

These financial statemeats were approved by the board of directors on 8 Apnl 2011 and were signed on 1ts behalf by

ey i~
AP Gallagher
Director
8 Apnt 2011

13,914

7.878

2009
£000 £000
8348
3343
4443
9471
(6 036)
15 226
(190)
16 036
13837
37
4
{27 842)
16 036




Reconciliation of movements in shareholders’ funds
for the year ended 2 January 2011

Loss for the financial year
Retamed loss
Credit in relation to share based payments

Net reduction in shareholders’ funds
Opening shareholders funds

Closing shareholders’ funds

Morganite Electncal Carbon Limuted

Directors report and financial statements
Registered Number 0103-1633

For the year ended 2 Januarv 2011

2010 2009
£000 £000
(1,917) (3,105)
(1,917 (3.103)
11 4
(1,906) (3.101}
16.036 19,137
14,130 16.036
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Notes
(formung part of the financial statentents)

1 Acconntmg policies
The following accounting policies have been applied consistently in dealing with 1tems which are conmdered matenat in
telation to the financial statements

Basis of preparation

The financial statements have been prepared 1n accordance with applicable accounting standards, and under the historical
cost accounting rules

The balance sheets for the current year and the comparative period have been drawn up as at 2 January 2011 and 3 Fanuery
2010 respectively The profit and loss account, reconciliation of movements tn shareholder’s funds and statement of
ustonical costs profits and losses are for the years ended 2 January 2011 and 3 January 2010 For convenience, these years
and balance sheet daies are referred to 1n the body of the financial statements as 2010 and 2009 respectively

Under FRS i the company 1s exempt from the requmrement to prepare a cash flow siatement on the grounds that a parent
undertaking includes the Company m its own published congolidated financial statemenis

As the Company 1s a wholly owned subsidiary of The Morgan Crucible Company ple, the Company has taken advantage of
the exemption contained 1 FRS 8 and has therefore not disclosed transactions or balances with entities which fortm part of
the group (or mvestees of the group qualifying as related parties) The consobdated financial statements of The Morgan
Crucible Company ple, within whick this Company 1s included, can be obtained from the address given 1n note 21

Tangible fixed assets and depreciation
Depreciatton 1s provided to write-off the cost less the estimated residual value of tangible fixed assets by equal instalments
over their eshmated useful econonuc lives as follows

Freehold butldings - 2% per annum
Leaschold land and buildings - life of lease
Ptant and mactanery - 5% and 10%
Computer equipment - 20%and 33%
Motor vehicles - 33%
Frztures and fitings - 5% and 10%

No deprecranon s provided on frechold land

Foretgn currencies

Transactions in foreign cwirencies are recorded using the rate of exchange ruling at the date of the transaction Monetary
assets and habilines denominated in foreign currencies are translated wsing the contracted tate or the rate of exchange ruling
at the balance sheet date and the gains or lesses on translation are mcluded 1n the profit and Joss account

Related Party Transactions
As the Company 15 a wholly-owned subsidary of The Morgan Crucible Company ple, the Company has taken advantage of
the exemption contained in FRS 8 and has therefore not disclosed transactions or balances with wholly owned subsidiartes
which form part of the group

Leases

Assets acquired under finance leases are capitahsed and the outstanding future lease obligations are shown o creditors
Operating lease rentals are charged to the profit and foss account on a straight line basis over the period of the lease

Postoretirement benefity

The Company patticipates 2 two group wide penston schemes providing benefits based on career-average re-valued earmngs
{CARE) basis The assets of the schemes are held separately from those of the Company The Company t= unable to 1dentfy
1ts share of the underlying assets and labihties of these schemes on a consistent and reasonable basis and therefore, as
required by FRS 17 ‘Retirement benefits’, accounts for these schemes as if they were defined contribuuion schemes As a
result, the amount charged to the profit and loss account represents the contributions payable to the schemes 1n respect of the
accountng pertod

m— = —— =

Research and development expenditure
Expenditure on research and development 1s written-off to the profit and loss account 1n the year i which it 15 mcurred.
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Stocks

Stocks are stated at the lower of cost and net realisable value In determumng the cost of raw matenals, consurnables and
goods purchased for resale, the weighted average purchase price 13 used For work tn progress and fimshed goods cost is
taken as production cost, which includes an appropriate proportion of attrnbutable overheads

Taxafion

The charge for taxation 1s based on the loss for the year and takes inte eccount taxation deferred because of bming
differences between the treatment of certain ttems for taxation and accoununhg purposes

Deferred tax 1s recognised, without discounting, wn respect ¢f all iming differences between the treatment of certain 1tems for
taxation and accounting purposes which have ansen but not reversed by the balence sheet date, except as otherwise required
by FRS 19

Turnover

Turnover represents the amounts (excluding value added tax) derived from the provision of goods o customers Tumover 13
recognised when substantially all of the nsks and rewards of ownership have been passed to the customer, genenlly being at
the point at which goods are despatched to the customer

Sharc based payments

The share option programme allows employees 1o acquire shares of the Company The fawr value of opnons granted after 7
November 2002 and those not yet vested as at the effective date of FRS 20 1s recogmsed as an employee expense with a
corresponding ncrease 1 equity The far value 1s measured at grant date and spread over the period during which the
employees become uncond:tionaily entiied to the options The fair value of the options granted 15 measured using an ophon
pricing model, teking into account the terms and conditions upon which the options were granted The amount recognised as
an expense 1s adjusted to reflect the actual number of share options that vest except where forfeiture 13 only due to share

For cash settled share based payment transactions, the far velue of the amount payable 10 the employec 18 recogmsed as an
expense with a corresponding increase tn habthties The fair vahie 1s measured at grant date and spread aver the period
durning which the employess become unconditionally enfitled to payment The far value 15 measured based on an option
pricing model taking 1n to account the terms and condiions upon which the instruments were granted The habalty 15
revalued at each balance sheet date and settlement date with eny changes to fair value being recognised in the profit and loss
account

Dividends on shares presented within siareholders’ funds

Dividends unpaid at the balance sheet date are only recogtused as o lability at that date to the extent that they are
appropriately authortsed and are no longer at the discretton of the Company Unpaid dividends that do not meet these cnitena
are disclosed 1n the notes to the financial statements

Going Concern

The Company's forecasts and projections, taking account of reasonably pessible changes m trading performance, show that
the Company 1s able to operate within the level of uis available facilitics The Directors bave a reasonable expectation thar the
Company has adequate resources to continue 1 operational existence for the foresecable future Accordingly, they continue
to adopt the going concern basia 1n preparing the financial statements for the year ended 2 January 2011

10




2 Analysis of turnover

Goods sold by goegraphical market
United Kingdom

Contmnental Europe

The Americas

Other

11
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Turnover
2010 2009
£000 £000
13,517 9,236
9,989 9,223
1,547 1,500
3,880 2,790
28,933 22.,74%




3 Notes to the profit and loss account

Laoss on ordinary acttvittes before taxation Is stated

after charging

Depreciation and other amounts written off tangible fixed assets
Owrnied
Leased

Auditors remuneration

Audtt of these financial staternents

Research and development expenditure
Operating lease rentals
Land and buildings

Plant and machmery

Motgamite Electneal Carbon Limuted

Dhrectors’ report and financial statements
Regtstered Number 01034653
For the year ended 2 January 2011

2010 2009
£0060 £000
1,048 998
7 7

28 28
895 1,509
698 675
103 12

Amounts recervable by the Cempany’s auditors and thear associates n respect of services to the company and its associates, other than the audr of
the Company’s financial statements, have not been disclosed as the information is required 1nstead to be disclosed on a consclhidated basis in the
conselidated financial statements of the Company’s immediate and ultimate parent, The Morgan Crucible Company plc

12
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4 Remuneration of directors
2010 2009
£000 £000
Directors emoluments 421 410
Compensation for loss of office 76 57

The aggregate of emoluments and amounts receivable under long-term incentive schemes of the highest paid durector was
£163,000 (2009 £162 000) He 15 a member of a defined benefit scheme, under which hus accrued pensicn at the year end
was £72,576 (2009 £71 719) Dunng the year the highest paid director recerved shares under a long-term incentive
scheme

Number of directors

2010 2009

Retirement benefits are accruing to the following number of directors under
Defined benefit schemes 4 4
The number of directors who exercised share options was - -
The number of directors 1 respect of whose services shares were received or recervable under long term 3 -

mcentive schemes was

13
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5 Staff numbers and costs
The average number of persons employed by the Company (including direciors) dunng the year,
analysed by category, was as follows

Number of
2010 2009
Sales and marketing 15 16
Logstics 31 32
Manufactunng 188 204
Adminmstraticn 49 36
283 308
The aggregate payroll costs of these persons were as follows
£000 £000
Wages and salanes 9271 3,843
Social security costs 801 714
Other pension costs 167 828

14




6 Exceptional items

Redundancy and re-organisation

15
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201¢ 2009
£000 £000
796 1,287
796 1,287




7 Income from other fixed asset 1nvestments

Income from loans to Group undertakings

16
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2010 2009
£000 £000
137 13
137 13




8 Interest payable and sigular charges

Finance charges payable 1n respect of finance leases and hire purchase coniracts

17
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2010 2009
£000 £000
2 9
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9 Taxaton
Analysis of credit in pertod
2010
£000 £000
UK corporation tax
Current tax on income for the pertod (323)
Adjustments 1n respect of prior periods 51
Total current tax (272)
Tax on loss on ordinary activities (272)

Factors affecting the tax charge for the current period
The current tax credat for the period 15 lower (2009 higher) than the standard rate of corporation tax m the UK
(28%, 2009 28%) The differences are explumed below

Current tax reconcihanon

Loss on ordinary activities before tax

Current tax at 28% (2009 28%)

Effects of

Expenses not deductible for tax purposes

Depreciation for period w excess of capual allowances
Adyustments to tax charge n respect of previous penods
Additional deducuion for research and development

Total current tax charge (see above)

2009
£000 £000
(942)
(452)
{1,399
(1,394)
2010 2009
£000 £000
(2,189) (4,499
(2,189) {4,499
(613) (1,260)
63 87
283 287
31 (452)
{56) (36}
27 (1,394

The Budget on 23 March 2011 announced that the UK corporation tax rate will reduce from 28% to 23% over a pened of 4 years from 2011 Tke first
reduction in the UK corporation tax rate from 28% 1o 26% was substantively enacted when the Budget resolution was passed on 29 March 2011 and was

effective from 1 Apni 2011

18




i0 Tangible fixed assets

Cost

At beginning of year
Addiions

Disposals

Transfers berween wems
Atend of vear
Deprecranon

At beginning of year
Charge for year

On disposals

Atend of year

Vet book value

At 2 January 2011

At 3 January 2010

Morganste Electncal Carbon Lirted

Directors report and financial statements

Registered Number 010336353
For the year ended 2 January 2011

Freehold  Plant and Fixtures, Payments on Total
Land and machinery fitangs, account and
buildings tools and assets n
equipment course of
construction

£000 £000 £000 £000 £000

1,995 14,383 207 1,035 17 642

- 8 - 1,116 1,124

- {3} - - (3

- 1053 - (1,033) -

1,995 15,443 207 1,116 18,763

457 8,635 202 - 9294

43 1007 - - 1 035

- (3 - {3)

303 9.639 202 - 10 346

1,490 5.806 5 1116 8417

1,538 5750 5 i 053 8348

Included tn the total net book value of Plant and Machinerv 1s £41 000 (2009 £48 000) m respect of assets held under finance leases

Deprecianon for the vear on these assets was £7,495 (2009 £7,495)

19




11 Stocks

Raw matenals and consumables
Work 1n progress

Finished goods and goeds for resale

20
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2010 2009
£000 £000
1,500 1,848
2,420 1,553
1,177 1,042
5,097 4,443




12 Debtors

Trade debtors
Amounis owed by Group undertakings
Other debtors

Prepayments and accrued mncome

21
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2010 2009
£000 £000
1,515 2,960
8,058 5,983
586 235
342 293
10,502 9,471




13 Creditors: amounts falling due within one year

Bank toans and overdrafis

Obligauons under finance leases and hire purchase contracts
Trade creditors

Amounts owed to group undertakings

Taxatron and social security

Accruals and detferred income

22
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2010 2009
£000  £000
2,800 724
74 74
2,926 332
2942 2135
609 548
378 223
9829 6036
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14 Provisions for Liabilities
Restructuring
pravision
£000
Atbegninmng of year 150
Uulised dunng year 217)
Addinonal amounts provided 100
Amounts released unused (18
At end of year 37

in 2007 Morgan Crucible announced a Group protfit improvement plan  The ciosing restructing proviston above of £57,000 relates to the
costs involved in contimuing thus improvement plan and are expected to be 1ncurred in the next telve months

Deferred tavation

At 2 January there are mrading losses carmed forward 1n the companv of approumately £10 8 million (2009 £70 8 aulfion) No deferred
1a¢ asset has been recognised n respect of these fosses on the grounds that there 15 sufficient evidence that the associated asset

ot £2 92 milhon (2004 £3 02 million) will be recoverable [n addition, there are unrecognised deferred tax assets in respect ot unclaimed
capnat allowances on plant and machinery of £1 95 milhon (2009 £/ 76 nuliion)

23




15 Called up share capital

Authorised
43 837,000 (2009 43,837,000) Ordinary shares of £ each

4liotred, called up and fully paid
43,837 000 (2009 43,837,000} Ordinary shares ot £1 each

24
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2010 2009

£000 £000
43,837 43837
13837 43837
13837 43837
43,837 43837




16 Share pretmium and reserves

At beginning of year

Loss for the vear

Atend of vear
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Share Other  Profitand

premium Reserves loss account
account

£000 £000 £000

37 4 (27,842}

- It (1,917)

37 15 (29,739)




17 Commutments and contingent iabilities

Annual commutments under non-cancellable operating leases are as follows

Operaung leases which expire
Withun one vear
[n the secoad to fifth vears inclusive
Over five years

Morgantie Elecincal Carboa Lumuted
Directars repon and financral statements
Registered Number 010346353

For the year ended 2 January 2011

2010 2009
Land and Other Land and Other
buildings buildings
£000 £000 £000 £000
53 H - 32
- 116 53 94
643 - 622 -
698 121 675 126

The Company together with 2 number of other group compames has provided guarantees to support the habihines of The Morgan Crucible Companv ple
pursuant to the Group's revolving credit facilitv agreement entered nto m 2009 (RCF) 2nd to support the habiines of Morganite Indusmes kne
under the terms of private placement notes raised in 2003 and 2007 (PP} The Group's RCF and PP are disclosed tn the Annwal Report of

The Morgan Crucible Company ple
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18 Pensions

The Company is a pariicipating employer i The Morgan Pension Scheme and The Morgan Group Sentor Staff
Pension and Lite Assurance Scheme Both pension schemes provide benefits on a career-average re-valued earnings
(CARE) basis As the Company 1s unable to identfy 1ts share of the scheme assets and habilines on a consistent
and reasonable basis, as permutted by FRS 17 ‘Retirement benefits , the schemes have been accounted for in these

tinancial statemnents as it they were defined coninbution schemes

The latest tull actuanal valuations were camed out ar 6 April 2009 and | Apnl 2009 respectivelv by a qualified

independent actuary Updaied actuanal valuations are expected as at 6 April 2011 and | Apnl 2011 respecnively

Details of these schemes and actuanal valuations are included in the accounts of the unmediate and ulumate parent

undertaking, The Morgan Crucible Company plc

The penston cost charged to the profit and loss account 1n the year was £707 000 (2009 £823.000) Total pension
contributions outstanding at the vear end amounted to £11,000 (2009 £14 000}
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19 Employ ee share schemes
Share based paymeanrs
In VK17 20605 2009 and 340 the amployes of e Compiny worr griatod optoss 1o parchase shares of s pares. The Mergan Crucible Compasty ple (™ orgaa Crucible™)
under us Long Tenn lacenine Plan, Boous Deferml Share Mnichung Plan and UK Emplovee Sharesave Scheme,
The rerms amt conditions of granr are & Bllows
Grant dare/Emplovees entitled/nantre of scheme Method of “umberof v ering conditions Couorractual Ife
sertement losiruments of oprions.
accounting
Equiry 327311 Three vers of service plus ) years
satigfactwn  of  peaformance
Awards granied 1o $auor employess m 2010 wnder The Morgan Cruable Boms Deferral Share Vatchy Plan condirions
Opticas graated 10 Uk aployees a 2010 under the Uk, Emplovee Sharssave Schems 204 Equry 334 069 Three yeans of servace: 3 years
Awards gramed w semuor emplovess 10 1019 gnder the Lorg Term Incentive Plan 2004 Equitv 2,331 758 Three yeax of sevier phis ) yas
satsfacton  of  performance
conditions
Equuty 1426473 Three yaas of senice plus ) year
sansfaction  of  performance
Awards granted 1o semor employess n 2009 under The Morgan Crucible Bonus Deferral Share Matching, Plan condiions
Options granted to Uk amployess m 2009 under the Uk Emplovee Sharesave Scheme 1004 Equiry 1 937 568 Three yean of tervies 3 ypears
Swards granted to semor explovers n 2009 under the Lang Term locearive Plan 2004 Equry 5085721 Three years of servioe phis ] yewrs
txisfaction  of performance
condrmans
Equiry 2399008 Three yean of serice plut 3 yeary
sausfaction  of  performance
Awards granted 1o sencr employess in 2008 under The Morgan Crucible Bonus Determl Share Marching Plan <onditions
Opuons granred 10 UK emplovess 1 2008 under the UK Emplovee Sharesave Scheme 104 Eqmev 1089 783 Three yoars of service 3 yoars
Awards gramed m semer emplovees 10 2008 under the Long Term Locentrve Plan 2004 Equzy 2691125 Three years of service pha }yan
sarnfacon  of performance
conditions
Cntions granted to Uk employess m 2007 under the UK Employee Sharesave Scheme 2004 Equiry %56 385 Three years of senvice 3 ymn
Awards granted to senwor employees n 2007 under the Long Tevt [ncentive Plan 2004 Equiry L~ 009 Three veas of service plut 3 yon
satfacion  of petformance
condinoas

Performance criteria for Leng Term lacennive Plaa 2004

For awards granted i 2007 the extent to which 30° s ot the awards vest will depend on Morgan Crucible s Teil Sharehalder Reum TSR ranking agamst the TSR of the other wompames n the FTSE 350
measured gver the performance penod

if the Companv s TSR, placed it at the meduan. then 30% of the av ards would » c8t on the therd anan ersarv of the dare of the Jrant.

1t he Compary $ TSR piaced it at the upper quartle then 1004 of the opror would vest on the Jurd armversary ot the date of grant. Berween the meduan and upper quartile the opbon wokld vestona
srawghs bine basis Below the median, none of the shares would vest

The extent to winch the other 50% of these awards vest will depend en Morgan Crucible s earmings per share (EPS ) compared with the Retail Price Index {RPT) The full 50°6 will vestaf over the three-year
periarmance peniod the Company's EPS increases by more than the sum of the annual RP[ nerease and 10%8 per snnum. If Morgan Crucible s EPS mereases by more than the sum of the annual RPL metease
3 berweaen 4% and 6% per 2nwm then the proporton of awards veszng will be mterpolaied berween 15% and 30% [ Morgan Crucible s EPS iereases by more than the sum of the annual RPLincrease
and 46 per snum then 15% of the 4w iands will vest If Vorgan Crucibie s EPS mereases b less thin the firn of the RPT aicrease and 4% per anmurn then 0% of the gwards will vest

In 2003 further changes were made Io the parformance crteria atiached @ the Long Term (hcerove Plan 200+ for awards made i 2008 and cowards  For all pamaipants excluding executve Directors the
TSR performance cruena referred to above now anly relate lo 33 3% of awards made The extent to which the other §6 70 of these awards vest will depend on the Company's EPS compared with the RPL The
full 66 7°a wall vest if gver the thme vear pexiiemance penod the Company's EPS increases bv mors than the sum of the annual RPI ncrease and 10% per anmum. [f the Compary’s EPS icreases by more
than the $um of the annLat RP] increzse and between 49 and 10%% per anmm then the propernion of swards vestng will be wnrerpolated between 15% and 50%. If the Comparry's EPS ncreases by more than
the sum of the annual RPI worease and 4% per anman then 15% of the awards wall vest. If the Compar’s EPS mereases bv less than the sum of the RPT increase and 4%% per anmum then (%5 of the awards wall
vest. For exerubve Direcier the cond: et unch d from 2007

In 2009 further changes were made 10 the performance entena anached w the Long Term Incentrve Plan 2004 For all parncipants the TSR performancs ¢ritend refirred 0 above now relate o 100 0% of
awards made

In 2010 the performance critena attached 10 the awards granted pursuart i the Long Term Incentrve Plan 2004 reverted w3 TSRUEPS sple The TSR performance cratena tolats t0 504 of zwards made. The
cqc:uwuhchmcuhqsm.ufmmv:sxmndepmdmme(:ompmy':mngspcrshm-c('EPS')mmredmmmeanancebﬂﬂ('RPn The fall 50% wall vest o gver the dree-year
performance penod the Companv's EPS wncreases by more than the sum of the anmual RPLincrease and 10*a per annum  [f the Companv's EPS wereases by more than the sum of the amual RP[ ingrease and
berween 4*6 and 10% per annum ther the propornon of awards vesong will be niterpolated berween 15% ind 50% [f the Company’s EPS increases by more than the surn of the annual RP1 increzse and 4% per
asmum then (5% of the awards will vest. [f the Compary's EPS increases by less than the sum of the RP[ merease and 4°s per annum then 0% of the awards will vest, In zddivon the 2010 LTIP awards were
restructured [0 include an HMRC approved element as part 6f the overall LTP award

In addinon. 11 mmpros ement mus: be shown n the Company s underbying fnanazl performance

Performande eriteria for The Morgan Crucible Bonas Deferral Share Matching Pan

The extent to which qwards will vest will depend on the Company s EPS compared with the RP1. Parneipants 2re able to defer up to 75% of thew annual bonus into Company shares subject to approval by the
Remuneranon Commitiee Lnder the 2008 grant, the Remuneranon Commitics allowed partiepants to defer up 10 507 of therr annual bonus nce Company shares Parncrpants must oid the deferred shares
fior thoee years 1 be cligible for 2 matching gwavd. Matching shares may be carned at the end of three years in the even: that a smewchinyg EPS trgst hes been met. if the Company's EPS mereses by mors than
the sum of the annual RPI ncrease and 5% por anmam then ma.clung shares equal to thres trmes the defored shares will be exmed. [f the Compary's EPS mcreases by more than the sur of the aomal RPIL
mercase and between 4% and 10 per anmum then the proporion of awards w2 be interpolated ierween 0 25x deferred shares and | 75x deferred shares [ the Company's EPS wereases by more than the
sun of the aprual Rlemea:ﬂJ%pulmﬂmmudmgshzrscqmlwDESxd:‘medshxawﬂ]bemilfdtCmWsEPSurmhl:s!Mﬂ:suxnofﬂ!R.lemem-i"uw
anrm then 0%e of the swards will vest

In 2009 1ddional cntena were anached 1o the Bonus Deforral Share Maching Plan. Under the 2009 grant the Remuneration Comminee aflowed parucipants to defer up 10 50% of ther annual bonus
Compans sharss Particzpants must hold the deferrad shares for three years to be gligible for a ma.ching awand. Masching shires may be eamed at the end of thre years n the ¢vent that a stretching EPS target
has been met. 1F the Company’s EPS mnerezses bv more than 15% per anmm then ma.clang shares equal 1o three nmes the deforred shires will be evmed [f the Company's EPS mcreases by berween 46 and
160%% per anmum then the proporuon of awards will be interpolated betwesn 0 25t deferred shares and ! 75¢ deferved shares [f the Compan's EPS ncreases by mare than 44 per aanum then ma.ching shares
equal 10 Q 25v deferred shares wiil be eamed. If the Company’s EPS increascs by less than 1% per znmm then §*e of the awards will vest.
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In 2010 the Remuneration Commuttes atlowed parncrpants to defer up to 75% of ther annual bomss wnte Corrpany shares Participants must bold the deferred shares for three years to be ehgible for 3 matching
award. Maiching shares mav be camed 2t the end of three years in the event that a steiching EPS taret has been met. [F the Contpamy’s EPS wnctesses by mare than the $um of the anrual RPLncrease and 3%
pe- arnnum then marching shanes equal to three tmmes the deferred shares will be earned. If the Companv's EPS increases bv more than the sum of the annual RPI ncrease and between 4% and 10 per anfumm
then the proportion of awards will be imerpetated between 0 25x deterred shares and 1 75x defered shares 1t the Compary’s EPS ancresas by moee thaz the s of the 2rpu! RPI merease 2nd 4% per anum
theq marching shares equal o 9 25¢ deferred shares will be eaned [fthe Comparn's EPS increases by less than the sum af the RPT increase and 4% per annum then 0% of the awands will vest.

Long Term Inceative Plan 1084 1010 awards
Farr vahic at meMurenent date 11791 L7456p
Share Poce 305 10p
Exmrase Pnee a1
Expeced volstility {xpressad 2z weaghtod average volahiloy used in the moded) 428
Optwo Lit (expressed &8 weighted average Life used i the moded) 3 years
Expected dividendt 3 6%
Risk free interest rate 18%
The Viarean Crucible Boous Deferral Share Matchjaz Plan 2010 awards
Farr vahue &t Detmurement date 183 7Cp
Skare price 138 70p
Exercrse pnice na
Expected volatlity (epressed 25 weighted average volaclity used 1o the model} nr
Opuen Iz (exprested a1 weighted average life used o the model} 2 years
Expected dradezets w1
Rask free wterest raze na
Explovee Shareaye Seheme 2004 1010 awards
Faur v alue ar messsurement dare 033
Share Pnce 106 25p
Exertige Price 185 00p
Expecied volatility (expresied o woghted dverage volaudity used o the model)d 0%
Cpuon life {expressed & weighted average life used 1o the model) 3vears
Expeczed dradends 215%
Rusk free interest rate L 2%
The number and weighted sverage exercise prices of shane opuions issued by Morgan Crucible are as follows
2010 010 W09 008
Waghted Number ol Weighied 2verage exercise Number of
averaze options price options
exereise price
Curtstanding at 1he begioning of the year 45353p 0119192 94 085 1243505
Trasted dunng the year 40 4ip 4005075 28 33p 10445 762
Forferted dunng the year 79 43p (716 76} 14995p {L2g301%)
Exercised dunng the yer 165 26p (200 440} 000p
Lapsed dunng the year 33 {3p (2411000} 18121p {2000 056}
Oumtanding & the end of the vear 27 86p 10 795450 15 53p 20118 192
Evercisable at the eod of the year 162 69p 1373554 153 71p 1625391

The weighted average share pnce at the date of share optors exeruised dunny, the penod was 233 20 pence (2009 ml pencs)
The ophons outstandmg at the year end have an exercise pnice w the Tangs ml to 249 08 pende and a w &hred 2verage contractuad bfe of 0 5 years

The far value of serices reesved i rezurn for share opticns yranted are measured bv reference o the for value of share optons granted. The esamatss of the far value of the senvices recened & measured
Eased on aither a Monte Carlo model 3 Binomual Lamee opton pneing model or a Black Scholes Merton model  The chowce of model takes mnto account the torms and condinons upan which: the options were

granted
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20 Related Party Transactrons

Dunng the year, the Company carried out 2 number of transactions with related parties in the normal course of
business and on an arm's length basis  The names of the related parties, the nawre of these transacuions and iheir toial
value 15 shown below -

2010 2010 2009 2009
Value of Receivable/ Value of Recevable/
Transactions (payable) at  Transacuons (payable) at
year end year end
£000 £000 £000 £000

Purchase of production materials from
NP Aerospace Limited 4,624 - AR (1,093)
Assam Carbon Products Lmuted 483 79 383 (32)

Sale of production marerials to

NP Aerospace Limited 314 26 245 137
Assam Carbon Products Linmuted 1,048 1,012 413 717
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21 Ulumate parent company and parent undertaking of larger group of which the company 1s a member
The directors regard The Morgan Crucible Company ple, incorporated 1n England and Wales, as being the Company’s

ymmediate and ulumate parent undertaking The Annual Report and Accounts may be obtaned from 1is registered office
sttuated at Quadrant 55-57 High Street. Windsor, Berkshire SL4 1LP
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