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Portmeirion Group PLC is British, bdsed in Stoke-on-Trent. We are d
significant force in the homewdadres industry, g market leuder in high
guulity und innovdatively designed tublewdre, cookwdare,

giftwdre und tdbletop accessories.

Portmeirion Group encompusses
four world leudiny

brands.
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PORTMEIRIONGROUP .

Financidl Righlights

2009 2008 Increuse

£°000 £000 %
Revenue 43,165 31.838 35.6
Pre-tux profit before exceptionul items (note 5) 3,925 1,408 178.8
Pre-tax profit ufter exceptionul items (hote 5) 3,718 1,090 241.1
Cush yeneruted from operutions 5,494 3,154 74.2
Busic eurninys per share 24.73p 581p 32516
Dividends puid und proposed per share in respect of the year (note 13) 15.80p 14.70p 75

Liyuid creuted by the
Portteirion desigh
studio hus received
national acclaim,
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Sophie Conraun for
Portmeirion has been
estublished us u
leader in innovative
contemporary design.

-ulll.'i'h

Qur heritage. Your future.

Portmeirion was founded in 1960 by pottery designer Susan Williams-Ellis and her
husband Euun. 2010 sees the celebration of our 50th unniversary. Our more recently
acyuired brands have a well-established history. All have individudl positions in the
worldwide murketpluce und dure desighed to uppeul to u variety of consumers. Their
renudissunce provides Portmeirion Group with the diversity to substantially enhance its
pusiness performunce.

C 7\ 7\ 7\ 7\
./ ./ ./ ./
1960 1972 1982 1986 1988
Susan Williams-Ellis Launch of Botunic Launch of Pomonu Parthership Porteirion Group
founds the brand Gurden ranyge ranyge estublished to PLC listed on London
distribute Portmeirion Stock Exchuhye

products in the US
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PorTmerlrionN Spode.

Portmeirion

Portmeirion has an established reputation for
fushionuble yet timeless collections of tublewdre und
yifts. Following in the footsteps of its founder, Susan
Williams-Ellis, Portmeirion is committed to producing
innovutive designs that fit comfortubly with everyday
life us epitomised by the Botunic Gurden range which
is u Myujor player in the cusudl dining murket. Botunic
Gurden hus been u design icon since ifs launch in 1972,
Newer award winning collections such us Sophie Conran
for Portmeirion und Cruzy Duisy huve had significunt
sucCcess.

Visit www.porimeirion.com

Spode

Rich in history und herituge, the Spode brand hus

u clussic product portfolio that appedls ucross the
generutions und includes many worldwide favourites
such us Blue Itdlian and Christmas Tree. Founded in 1776,
Spode is celebruted us u yuintessentidlly British brand
und hus consistently launched successful ranges of tuble
und cookwuare.,

Followiny its purchuse of the Spode brand in April 2009,
the Portmeirion Group hus brought the manufacture

of some of Spode’s product range back to England.
Portmeirion Group hus begun to build on existing ranges
und luunch hew Spode collections such us Asymmetry.
Visit www.spode.com

Our markets.

PORTMEIRIONGROUP .

ROYAL
WORCESTER’

ESTABLISHED 1751

pimpernel.

Royal Worcester

Roydl Worcester wus estublished in 1751 and haus
since become celebrated for producing some of the
most prestigious porceldin tubleware and cookwdare
collections.

Portmeirion Group purchused the Royul Worcester brand
in April 2009 und hus continued to produce the Clussic
White and Evesham Gold ranges ulohy with prestige
hand-puinted collectubles und bone chinu designs.
Portmeirion Group will further develop und enhunce this
brand in the future.

Visit www.royalworcester.com

Pimpernel

Since 1933, Pimpernel hus estublished itself us the
premier brand for placemats und cousters, offering
uhpardlleled choice and superior yudlity to un ever
demandinhy und trend conscious consumer. Pimpernel
haus un unrivulled selection of exclusive und decorutive
designs to suit uny tuble, whether reluxed or formal,
clussic or contemporary.

Visit www.pimpernel-uk.com

Portmeirion Group sells its products directly to retdilers in the US aund the UK aund muainly
through exclusive distributors and agents in over 50 other countries around the world. Its
major markets are the US, the UK and South Koreu.

7\ 7\ 7\ 7\ 7\ 7\
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1990 2004 2005 2006 2009 2010
Partnership, Portmeirion Group ~ Consolidation to Acyuisition of the Acyuisition of the Portmeirion
Portmeirion USA PLC transfers to ohe munufacturing  Pimpernel brand Spode und Roydl celebrates 50th
becomes u wholly “AIM” unit Worcester brands anniversary

owned subsididry
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Christmas Tree from

Spode is a much loved

favourite and has

been part of holiday
RN GROUPPLC ' b celebrutions since 1938.




Business Review

Finunciul Highlights 2009
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2009 wus u yeuar of sighificunt change for Portmeirion. On
23 April we ucquired the rights to the Spode und Royull
Worcester names und patterns for £2.2 million: this acyuisition
has transformed the prospects for the Group. Within

hours of ucquiring these hugely valudble brands we had
secured large orders from major American customers,
these orders were sourced, munufuctured und delivered
in a timely fashion. Our press unnouncement on the
ucyuisition stuted that we expected to uchieve revenues
of £7 million from Spode und Roydl Worcester in 2009 und
£12 million in 2010, we actudlly achieved revenues of £8.5
million in 2009. We expect the Spode aund Roydl Worcester
brands to yenerate revenue increuses for years to come.

Dividend

The Bourd is recommending u finul dividend of 12.25p
bringing the totul puid and proposed for the yeur to 15.80p,
7.5% higher than 2008. The dividend will be puid, subject to
shareholders” approval, on 26 May 2010 to shareholders on
the register on 30 April 2010. Dividends puid und proposed
are covered 1.57 times by earnings, the Bourd considers that
this is un ucceptuble level in the current economic climute.

Results for the year

We dre extremely pleused with the financial results.
Revenues have increused by 36% to £43.2 million (2008:
£31.8 million); this is the highest revenue figure ever
reported by Portmeirion. To understund this increuse it is
necessary fo breuk out the separdte effects of Spode and
Royul Worcester, the dollur/sterling exchunyge rates (us our
US sules are transucted in dollars and converted to sterling
for reporting purposes) und redl volume chanyes:

Percentuge effect of Spode und

Royul Worcester sules 27%
Volume change in US sdles in dollars - 7%
Change in dollar/sterling rates 5%
Volume chunge in UK sules 6%
Volume chungye in Koreun sules 6%
Volume chungye elsewhere -1%
Reported sules increuse 36%

Basic earnings per

)

30.77
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Dividends paid and
proposed per share in
respect of the year (p)

13.25
14.00
14.70
14.70

Informution for the year
ended 31 December
2005 wus prepured in
accordunce with UK
GAARP. All other figures ure
prepured in uccordunce

with IFRS.

08 09 05 06 07 08 09

The pre-exceptional profit before tax was £3.9 million
(2008: £1.4 million) und pre-exceptional EBITDA wus
£5.6 million (2008: £2.5 million). Profit before tux was
£3.7 million (2008: £ 1.1 million).

The bigygest uffect on profitubility in 2009 wus the
incremental profit achieved from the extra Spode und
Roydl Worcester revenue on u lurygely fixed cost buse. The
number of people employed ut Portmeirion increused

by 9% to 511 during the yeur, set aguinst u 36% revenue
increuse. Sdles per employee increused from £64,190 in
2008 to £88,634 in 2009. Our UK factory volumes were
increused by our return to UK production of the Spode
Blue Itdliun und Woodlund putterns.

Cush yenerdtion wus strony. We established significunt
new workiny cupitdl banking fucilities to support the
acyuisition und frading of Spode und Royul Worcester,

in the event these were not heavily used. The het cush
generuted from operuting uctivities wus £4.7 million (2008:
£2.7 million), this wus helped by u reduction in stock levels
of £1.2 million (ufter fuking exchunye rate movements
info uccount),

Our bulance sheet how includes u significant intangibles
figure of £2.4 million (2008: £0.5 million), Most of which

is the cost of ucqyuiring the intellectudl property of
Spode und Royul Worcester. This is beiny umortised

over ten yeurs.

The pension scheme deficit is £3.6 million under IAS 19
Employee Benefits, a 14% decreuse from 2008. We mude
cush contributions of £0.6 million (2008: £0.3 million) to
the defined benefit scheme which hus been closed for
ten yeurs. These contributions ure of ho fruding benefit
to shureholders; in effect they ure puyments against
under uccrudls und unfuir tux chaunges in previous yeurs.
Our contributions for 2010 und beyond dre planned to
increuse to £0.8 million.
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Business Review continued

Lawrence Bryan
Chief Executive

Richard Sieele
Noh-executive Chuirmahn

Our five largest markets account for 92% of our revenues
(2008: 91%), USA 40% (2008: 34%), UK 30% (2008: 32%),
South Kored 17% (2008: 17%), Cunuda 4% (2008: 6%) und
[taly 1% (2008: 2%). The spreud of sules of Spode und
Royul Worcester putterns is hot dissimilar o that dlreudy
enjoyed by Portmeirion und Pimpernel.

We continue to strive for broud equivalence between US
dollar payubles and US dollar receivables, so we have

u nutural hedye in whut would otherwise be u mujor
business risk. We ulso huve u smull exposure to Euro und
Cunuadiun dollar receipts.

Products

Botanic Garden continues to dominate our sales at

40% (2008: 53%) of revenues, Sophie Conrun provides
10% (2008: 11%), und Pimpernel wus 6% (2008: 6%). The
uddition of the Spode unhd Roydl Worcester putterns

to our ranges purtway through 2009 hus diversified our
product offering, with Christmas Tree, Blue Itdlian and
other putterns providing 20% of sules for the yedr. In 2010
we expect the contribution of sules from these Spode
putterns, plus Buking Duys und Woodlund, to increuse.

We have continued to develop our existing Portmeirion
ranges with hew products in Botunhic Garden, Sophie
Conrun und The Very Hungry Cuterpillar, In addition,
Pimpernel hus benefited from the add on volume
yeneruted from Spode und Royul Worcester designs.

The Spode und Royul Worcester putterns will provide

us with development opportunities for muny yeurs to
come. Apurt from established putterns (und some,
such us Blue ltdliun have been estublished for neurly
two centuries) we have dlso developed wonhderful new
contemporary putterns such us Portmeirion Liguid und
Spode Asymmetry.

A list of our current putterns cun be found on the inside buck
cover of this document, und diso ut www.jortmeiriongroup.
com where current products cun be viewed. Spode

und Portmeirion products cun be purchused from
www.spode.com und www.fortmeirion.com.
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Sourcing

We obtdin our products from the most uppropriute
sources for the item. In Stoke-on-Trent we have u factory
with a worldwide reputution for producing high guuality
eurthenwure, it wus therefore uppropriate to bring buck
Blue Itdliun und Woodlund production from overseus
where the previous owners of Spode had sourced it.

Our fuctory hus guined from this increused production
and this is evident in our profits. The quality of our Stoke
production is excellent. We do not produce porceldin

or bone chinu in our Stoke fuctory, so products such us
Sophie Conran, made in porceluin, und Stufford Flowers,
mude in bone chinu, ure sourced in the Fur Eust,

The acquisition of the Spode und Royul Worcester brands
presented us with urgent problems of supply us we
needed product to fulfil mostly seusonaul orders from the
USA for 2009. The Portmeirion Group teum rose brilliantly
to the occusion und product wus specified, desiyned,
raw materidls sourced und planned into production fo
timetuble. The product which we had manufuctured
overseus presented us with equally difficult challenges.

Manhufacturing improvements continued in 2009. The energy
usuye initiutives from 2007 und 2008 provided full yeur
benefits to us in 2009. The carbon footprint of Portmeirion is
now some 47% lower than it wus ten years ugo.

People

The Portmeirion Group teum responded mugynificently to
the ucquisition of the Spode und Royul Worcester brunds;
production, sourcing, warehousing, design, murketing,
sdles and dll the administrative departments on both
sides of the Afluntic combined toyether to ensure u very
successful acqyuisition.

We creuted 43 new jobs in 2009, bringing our year end
heudcount o 511; 479 in the UK und 32 in the USA.

All employees purticipute in unnudl incentive schemes,
and these schemes puid out Maximum awdards in 2009.
These uwaurds were well eurned.

Outlook

The acqyuisition of the Spode und Royul Worcester brands
has shiffed our horizons. We how have more valuable
putterns to frade and un archive which goes buck
centuries. Our future is filled with possibilities.

Whilst hot hecessarily un indicution of full year
performunce, revenues for the first two months of 2010
are 40% ubove the corresponding period of lust yeur.

Loy

Lawrence Bryan
Chief Executive

Richard Steele
Nonh-executive Chuirmun



Stafford Flowers is part
of Spode’s rich
heritage of premium
qudlity bone chinu
collections.




Blue Italian from
Spode hus
estublished a loydl
following since 1816.




PORTMEIRIONGROUP

Report of the Directors

The Directors huve pleusure in presenting their report together with the audited financial statements of the Compuny
und its subsidiury undertukings for the year ended 31 December 2009.

Principal activities
The Group murkets cerumic tublewdare, cookwdure und yiftware, glusswaure, candles, plucemauts, cousters und other
ussociuted products, und munufuctures ceramics. There huve been ho chunges in uctivities during the yedar,

Business review

A full review of the performance of the Group for the yeuar is given in the section of the Business Review entitled
“Results for the yeur” onh page 5. Current frading and the future are commented on in the Business Review, on
puge 6. That information is incorporated into this report by reference und toyether with the puragraphs that follow,
comyprise the business review required by the Compunies Act 2006.

Informution ubout the use of financidl instruments by the Compuny und its subsididries is given in hote 32 to the
financial stutements.

Principal risks and uncertainties
The Group Bourd considers the risks to the business ut every Bourd meeting. It formally reviews und documents the
forincipudl risks to the business ut leust annudlly.

Principuil risks identified include:

® Economic downturh — the yglobdl economic downturn is d risk for the Group. The Group monitors and mMaintains
close relutionships with its key customers aund suppliers to be duble to identify signs of financial difficulties early.
Sdles trends in its major mMarkets are constuntly reviewed to enuble edrly action to be taken in the event of sules
declining.

o Competitor pressure — comjpetitor pressure is a continuing risk for the Group, which could result in losing sules to
key competitors. The Group munuges this risk by providing gudlity products and maintuining strong relationships
with its key customers.

® Reliunce on key suppliers — the Group’s purchusing uctivities could expose it to over reliunce on certuin suppliers.
To mitigute this, the Group seeks to ensure there is enouyh breadth in its supplier buse such that this risk remains
munuyeuble.

o Loss of key personnel — the loss of key personnel would present significunt operational difficulties for the
Group. Munugement seek to ensure that key personnel are appropriately remunerated to ensure that good
performunce is recoygnised.

Detuils of the Group’s finuncidl risk munagement policies ure included in hote 32 on puye 58.

Going concern

The Group’s business uctivities, fogether with the factors likely to affect its future development, performunce and
position ure set out in the Business Review on puges 5 to 6. In addition, hote 32 to the finuncial stutements includes
the Group’s objectives, policies und processes for munuying its cupitdl; its finunciul risk munagement objectives;
detuils of its financiul instruments und hedying uctivities; and its exposures to credit risk und liquidity risk.

The Group ended 2009 with a net cush bulunce of £4.4 million and a bunk facility with avdiluble funding of over

€3 million. It munufauctures upproximutely half of its products und sources the other half from third purty suppliers. The
Group sells info a humber of different markets worldwide and has a spread of customers within its major UK and US
markets. Conhsequently, the Directors believe that the Group is well placed to manage its business risks successfully
despite the continuing uncertuin economic outlook.

After making enquiries, the Directors have u reasonadble expectution thut the Compuny und the Group have
udeqyuute resources to continue in operational existence for the foreseedble future. Accordingly, they contfinue to

udopt the gyoiny concern busis in prepuring the annuaul report und uccounts.

PORTMEIRION GROUP PLC | 09



Report of the Directors continued

Key performance indicators

The Group Bourd use u runge of performunce meusures to monitor und munuge the business. The Bourd regurds
medusures reluting to the delivery of shareholder value as puarticularly important. These meusures, together with their
compurdtives, are shown in the financial highlights on puge 1.

There ure u number of hon-finunciul performunce Meusures used to Munugye the business. These include customer
service levels, incidence of uccidents und hew product delivery performaunce. During 2009, 10 (2008 - 7) hew runyes
were infroduced on schedule.

Results
The results for the year are set out on page 26. The movements on reserves dre shown in hotes 26 and 27.

Research and development

The Group continues to reseurch into mMethods of tackling the environmentdl issues facing it as a ceramics
maunufacturer while improving munufucturing efficiency. The development of innovutive hew products und designs
is u key puart of the Group'’s strateyy.

Dividend

On 1 October 2009 un interim dividend of 3.55p (2008 - 3.55p) per share was puid on the Ordinary share capitdl. The
Directors recommend that d final dividend of 12.25p per share be puid (2008 — 11.15p), muking u totdl for the year of
15.80p (2008 - 14.70p) per share. The final dividend will be paid, subject to shareholders” upproval, on 26 May 2010,
to shureholders on the reyister ut the close of business on 30 April 2010.

Capital structure

Detuils of the share cupitdl in issue, together with detuils of the movements in the Compuny’s issued share capitdl
during the year are shown in hote 25. The Compuny hus one cluss of ordindry shares which carry no right to fixed
income. Euch shure carries the right to one vote ut generdl meetings of the Compuny.

There ure no specific restrictions on the size of u holding nor on the transfer of shares, which dure both governed by
the gyenerdl provisions of the Articles of Associution und prevdiling leyislation. The Directors ure not aware of uny
aygreements between holders of the Compuny’s shares that may result in restrictions on the transfer of securities or on
voting rights.

Detuils of employee share schemes ure set out in hotes 25 and 33.
No person has any special rights of control over the Company’s share capital and dll issued shares are fully paid.

With regard to the appointment and replacement of Directors, the Compuny is governed by its Arficles of
Association, the Compunies Act uand reluted leygislation. The Articles themselves may be umended by specidl
resolution of the shureholders. New Articles of Associution for the Compuny tuking into account changes brought
ubout by the Compunies Act 2006 were upproved by shareholders ut the Annuul Generul Meeting held in 2009.

The powers of Directors are described in the Corporate Governunce Statement on puge 20.

Allotment of shares

By luw, shareholders” upproval is required for the dllotment of shares. Approval may either be ygiven for purticular
dllotments or by u generdl authority. The Directors were given u genherul authority fo dllot shares ut the Annuadl
Generdl Meeting on 22 Muay 2009 in respect of £165,332 of share capitdl. This authority expires on 21 May 2014. The
Compuny’s pructice is to repluce this uuthority annuadlly und upproval is being sought in Resolution 7 ut the Annudll
Generdl Meeting in respect of u generdl authority to dllot up to £165,332 of shure cupitdl, upproximautely equal to u
third of the present issued shure cupital excluding tredusury shares.
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PORTMEIRIONGROUP

Report of the Directors continued

Approvdl is dlso being souyght in Resolution 8 ut the Annuul General Meeting to dllow the Directors, pursudunt to
Section 570 & 573 of the Compunies Act 2006, to dllot shares und to sell treusury shares for cash without first offering
them to shareholders in accordance with that Act. This authority is limited to the issue of equity securities and/or sule
of treusury shares for cash up to G muximum hominal value of £49,599, which is equivalent to 10% of the totdl issued
share capitdl of the Compuny excluding freasury shares, and dllotments of eyuity securities and/or sale of freasury
shares in conhection with < rights issue or other offer to shareholders. This authority is in accordaunce with guidelines
issued by the Nutionul Association of Pension Funds.

The Directors intend to propose thut these uuthorities be renewed unnudily.

Authority for market purchase of own shares

Resolution 9 ut the Annudl Generul Meeting is u specidl resolution which will provide the authority for the Compuny to
make market purchases of its own shares. There are a number of restrictions on the Company’s ubility to make muarket
purchuses, us detdiled in the Notice of Annudl Generul Meeting, and in purticular the maximum number of Ordinary
shures that may be purchused is 991,995, upproximutely equal to 10% of the present issued shure cupital of the
Compuny excluding freusury shures. The Directors infend to propose that this authority be renewed annudilly.

Directors
The Directors, who served throughout the yeur, were us follows:

Lawrence F. Bryan — Chief Executive

Lawrence Bryun is the Group’s Chief Executive and President of Portmeirion USA. He first joined the Group in 1991,
us Vice President, Sules of Portmeirion USA, leaving in 1994, He rejoined the Group in 1997 as President of Portmeirion
USA, becume u Director on 1 Juanuary 2000 and wus promoted to Chief Executive on 15 August 2001. His career

in the gluss, ceramics and yift industry is extensive. He has previously held the positions of Vice President, Scales

of Waterford Wedgwood USA, President, Waterford Wedgwood USA Retdil and President of International Chinu
Compuny. He is u Fellow of the Royudl Society of Arts. He is a member of the Nominations Committee.

Michael Haynes — Group Sales & Marketing Director

Michuel Haynes is Group Sules & Murketing Director und wus uppointed to the Bourd on 1 Junuary 2007. He hus over 40
yedrs experience in this field, 33 of these beiny in the tublewdre und housewdures business. He joined the Group in 2004,
He wus un internutional marketing consultant for 20 years, aund helped many compunies increuse their export sules.

Brett W.J. Phillips — Group Finance Director and Company Secretary

Brett Phillips is Group Finunce Director. He joined the Group in 1988 und becume u Director in September 1988. He
yudlified us u Chartered Accountant in 1982, He is responhsible for dll uspects of financial conftrol, information systems,
und munuygement reporting; human resources; intellectudl property; legul und compuny secretariul matters. He
represents the Group on dll subsidiary bourds, und on the bourd of Furlony Mills Limited.

Non-executive Directors

Richard J. Steele — Non-executive Chairman

Prior to being uppointed Chairman, Dick Steele was the Senior Non-executive Director and is a Chartered
Accountfunt und a Member of the Institute of Tuxution. He has spent ten yeurs us Group Finuhce Director of listed
compunies. He is ulso Chuirman of Delumere Duiry und Country Buskets. He is a member of the Audit, Remuneraution
und Nominution Committees.

Janis Kong

Junis Kony is a Non-executive Director of Kingfisher PLC, VisitBritain und Network Ruil, und Chuirman of the bourd of
frustees of Forum for the Future. She wus previously a Noh-executive Director of the Roydl Bunk of Scotlund Group
PLC und is u former Executive Chuirmun of Heathrow Airport Limited, former Chairmun of Heathrow Express Limited
and u former member of the BAA plc Bourd. She holds un honorary Doctorate with the Open University and has
received un OBE. She is u member of the Audit, Remuneration und Nomination Committees.
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Report of the Directors continued

Lady Judge

Lady Judye is u lawyer, internutionul banker und entrepreneur. She is Chairmun of the UK Atomic Energy Authority.
Formerly she wus Deputy Chuirman of Friends” Provident plc, Chuirman of the School of Orientul and Africun
Studies, a commissioner of the United States Securities and Exchange Commission und un Executive Director of News
Intfernational and Samuel Montagu plc. She is a member of the Audit, Remuneration and Nomination Committees.

Directors proposed for re-election

Brett W.J. Phillips und Michael Haynes retire by rotation at the next Anhual Generul Meeting und, beiny eligible, offer
themselves for re-election. Further detuils on the composition of the Bourd und uppointment of Directors is given in
the Corporate Governance Statement on puge 20.

Directors’ interests
The beneficidl interests of the Directors and their fumilies, registered by euch Director, in the share cupitdl of the
Compuny, fogether with their interests us frustees und options to subscribe for shares, are shown below.

As at 31 December 2009 As at 31 December 2008
5p Ordinary shares 5p Ordinury shures
Non- Non-
Beneficial beneficial Options Beneficiul  beneficidl Options
L.F. Bryaun 179,144 - 188,000 177,144 - 137,000
M. Hayhes 15,000 - 124,000 10,000 - 79,000
Lady Judye 5,000 - - 5,000 - -
J. Konhy 5,000 - - 5,000 - -
B.W.J. Phillips 30,455 - 124,000 20,445 - 130,199
R.J. Steele 20,000 - - 20,000 - -

Detdiils of chunyes in shure options cun be found in the Directors” Remuneration Report on puye 19.
Detuiils of trunsuctions with Directors und other reluted purties are to be found in note 30 on puye 54,

The Compuny hus yudlifying third party indemnity provisions for the benefit of its Directors which remuain in force ut
the dute of this report.

Environment

The Group recoygnises the importunce of its environmental responsibilities, monitors its impact on the environment,
and desighs and implements policies to reduce dumage that might be caused by the Group’s activities. Inifiatives
designed to reduce the Group’s impauct on the environment include safe disposal of munufactured waste, recycling
und reducing energy consumption.

Employees’ involvement

The Group recoynises the importance of ygood communicutions with its employees und considers that the most
effective form of communication regarding its activities, performunce and plans is by way of informal daily
discussions between munagement und other employees. During 2009, fo complement these discussions, the Group
has continued communicuting information from Board level to dll employees on u regular busis viu u progrumme of
teum briefinys.
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PORTMEIRIONGROUP

Report of the Directors continued

Shure option und profit related incentive schemes ure operuted to encouruyge the involvement of employees in the
Group’s performance. Portmeirion Group UK Limited, the employer of the Group’s UK bused employees is un Investor
in People. The Directors ure committed to the continuing development of the Group’s employees viu the principles
of Investors in People. See note 8 on pugye 41 for stuff numbers und costs.

Employment of disabled persons

It is the Group’s policy to give disubled people full und fair consideration for dll job vacancies for which they

offer themselves us suituble candidates, having regard to their particular aptitudes aund dbilities, including

the considerution of uny reusonuble udjustments to the job or workpluce. Truining und cureer development
opportunities are avdilable to all employees and if hecessary dll efforts are Made to re-train any member of staff who
develops a disability during employment with the Group.

Creditor payment policy

Payment terms ure uygreed with euch of the Group’s mujor suppliers. The Group ubides by these terms provided thut
the supplier ulso complies with the ugreed terms und conditions. The policy for other suppliers is yenerally to muke
puyment by the end of the month following receipt of u vulid invoice. All puyment terms are stuted ut the time
orders are pluced. The humber of duays purchases represented by frade creditors at 31 December 2009 was 42

(2008 - 41). The Compuny hus ho trude creditors.

Substantial shareholdings
In addition to the Directors’ interests hotified ubove, the Compuny hud been notified of the followinyg beneficidl
inferests in 3% or more of its issued share capital excluding treasury shares as at 22 March 2010:

Number of

shures Percentuye
New Fortress Finunce Holdings Ltd. BVI* 2,778,013 28.00%
Saffery Champness Trust Corporation*® 1,436,195 14.48%
Shahrzad Furhadi 632,333 6.37%
Kumrouz Furhadi 562,917 5.67%
Susun Cooper-Willis (deceused) 605,000 6.10%
Rysuffe Trustee Compuny (C.1.) Limited* 356,077 3.59%

* Shureholdiny held indirectly through a hominee.

Financial position
The Group’s het funds at 31 December 2009 were £4.4 million (2008 — £3.9 million).

Charitable and political contiributions

Contributions to various charities in the form of goods to be used for charituble raffles amounted to £2,138
(2008 - £1,933) ut cost during the year. In addition cush donutions of £1,250 (2008 - hil) were mude to reyistered
churities. There were no political contributions during the yedar.

Acquisition of the Company’s own shares

The Compuny did hot purchause uny of its own shares during the year. The Compuny holds 643,074 treusury shares,
fourchused ut un uveruye cost of 187p per shure.
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Report of the Directors continued

Auditors
Followinhy d review of audit services, Deloitte LLP resigned us auditors und Mazars LLP were appointed in their pluce
oh 15 July 2009. A resolution for their reuppointment is to be proposed at the forthcoming Ahnual Generul Meeting.

Each of the persons who is u Director ut the dute of upproval of this report confirms that:

(1) so fur us the Director is aware, there is no relevant audit information of which the Compuny’s auditors ure
uhawuare; und

(2) the Director hus tuken dll the steps thut he/she ought to have tuken us u Director in order to make himself/herself
awudare of uny relevant audit information and to establish that the Company’s auditors are awdre of that information.

This confirmation is given und should be interpreted in accordunce with the provisions of s418 of the Comjpunies
Act 2006.

Annual General Meeting

The Anhuul Genherdl Meeting will be held at the reygistered office of the Compuny ut London Roud, Stoke-on-Trent,
oh 20 May 2010 at 12.00 hoon. All ordinary and specidl resolutions to be proposed at that meeting are detdiled in
the Notice of Annuul Generul Meeting, including d resolution to umend the Compuny’s Articles of Associution by
deleting the provisions of the Compuny’s Memorundum of Associution which by virtue of s28 of the Compunies Act
2006 ure to be treuted us provisions of the Company’s Articles of Association.

Approved by the Bourd of Directors and sighed oh behdilf of the Board

B.W.J. Phillips
Compuny Secretary
22 March 2010
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Directors’ Remunerdtion Report

Introduction

As a Compuny listed on the Alterndtive Investment Market (AIM), the Compuany is hot required to comply with
Regulation Il of the Large and Medium-sized Companies und Groups (accounts and reports) Regulations 2008 (the
"Reyulutions”). Whilst the Compuny is hot required to comply with the Regulations, it has used the Reyulutions us
best practice guidance and voluntarily presented disclosures that reflect the extent of the Company’s application of
the Regulutions. A resolution to upprove this report will be proposed ut the Annuul Generul Meeting of the Compuny
at which the financial statements will be approved.

Unaudited information

Remuneration committee

The members of the Remunerution Committee during 2009 were R.J. Steele (Nonh-executive Chairmaun), J. Kong und
Lady Judyge (both independent Non-executive Directors). R.J. Steele is chairman of the Remuneration Committee.
There have been no chungyes in the composition or chuirmanship of the Remuneration Committee during the yeur.

Nohe of the Committee hus uny personal finunciul interest (other than as shareholders), conflicts of interests arising
from cross directorships or day o day involvement in running the business. The Committee makes recommendutions
to the Bourd. No Director plays u part in any discussion ubout his or her own remuneraution. In determining the
Directors’ remunerution for the yeur, the Committee consulted L.F. Bryun, Chief Executive, ubout its proposals.

Remuneration policy

Executive remunerution puckuyges ure prudently designed to utfruct, motivate und retain directors of high culibre
und to reward them for enhunciny value to shareholders. The performance meusurement of the Executive Directors
und the determination of their annudl remuneration puckage are undertaken by the Remuneration Committee. The
remunerution of the Nonh-executive Directors is determined by the Executive Directors. There ure five muin elements
of the remunerution puckuye for Executive Directors und senhior munugement:

Busic unnual sulary (including Directors’ fees) und benefits;
Annudl incentive puyments;

Shure option incentives;

Lony-term incentives; und

Pension urrangements.

The Compuny’s policy is that a substantial proportion of the remuneration of the Executive Directors should be
performunce reluted.

Executive Directors are entitled to accept appointments outside the Group providing that the Chairman grants his
fermission.

Basic salary and benefits in kind

Salary is hormully reviewed unnudlly, on 1 January, or when responsibilities chunhge. In deciding the appropriate
levels, the Committee taukes into uaccount fuctors which it considers hecessury including industry stundard executive
remunerution und compuruble puy levels within the Company. For 2009, busic suluries were kept ut the sume level
us for 2008. Each Executive Director is provided with hedlth care benefits. The Chief Executive is provided with a car.

Annual incentive payments

Each Executive Director’s remuneration package includes an annhuadl incentive payment. If the profit before tuxation
exceeds un unnudl tfurget, then an incentive will be puid. The incentive is u percentuye of the Executive Director’s
busic pay which is linked to the umount by which profit before tux exceeds the turget. The muximum incentive
puydble is 100% of basic sulary. For 2009, maximum incentives were earned.

Demundinyg budyets und turyets ure estublished by the Bourd und reviewed ut the end of euch yeur to determine
the deyree of successful achievement.
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Directors’ Remunerdtion Report continuea

Share options

The Compuny’s policy is to grant options to Directors at the discretion of the Committee tuking intfo account
individudl performance. It is the Compuny’s policy to phase the yrunting of share options rather than to award them
in a single lurge block to any individudl.

The Compuny hus one share option scheme, the Portmeirion 2002 Share Option Scheme.

Options yrunted to the Executive Directors under the Portmeirion 2002 Share Option Scheme on 4 April 2007 cun
normually only be exercised if the busic earnings per shure of the Group for the year ended 31 December 2009 were
more than 20% higher than the basic earnings per share of the Group for the year ended 31 December 2006. This
performunce meusure wus uchieved.

Options grunted to the Executive Directors under the Portmeirion 2002 Share Option Scheme on 15 April 2008 cun
normuailly only be exercised if the pre-tux, pre-exceptional earnings per share of the Group for the yeur ending

31 December 2010 exceed 41.63p, beiny 120% of the pre-tux, pre-exceptionul earnings per share of the Group for
the year ended 31 December 2007.

Options granted to the Executive Directors under the Portmeirion 2002 Shure Option Scheme on 28 Muy 2009 cun
normully be exercised if the average of the pre-tux, pre-exceptiondl eurnings per shure of the Group for euch of the
three years ending 31 December 2009, 31 December 2010 und 31 December 2011 exceeds 16.06p, beiny 113% of
the pre-tux, pre-exceptionul eurnings per shure for the yeur ended 31 December 2008.

The reusons for selecting eurnings per shure us u meusure of performunce is thut it directly reflects operationadl
performunce und dlso is u significunt fuctor in determining the market’s view of the Group'’s value.

Long-term incentive schemes

Shareholders ure beinyg usked to vote on the implementation of u lonyg-term incentive plun for Executive Directors
ut the Annudl Generul Meeting on 20 Muy 2010. The Portmeirion Group 2010 Deferred Incentive Share Option Plun
(the "Plun’) is proposed us u mMethod of incentivising und retuining Executive Directors und encouruyging them to
ucyuire und retuin shares in the Compuny und is designed to operute in conjunction with the Company’s existing
unnudl incentive arrangements. The Plun will permit the grant of an option to a participant in any year over

shares with a market value not exceedinyg 20 per cent of the gross incentive eurned by the relevant employee in
respect of the previous finuncial year. It is infended thut options be granted following upproval of the Plun to the
Executive Directors by reference to the incentives puid for the yeur ending 31 December 2009. The options will be
exercisuble normally only ufter the third anniversary of the dute of grant. On exercise, provided that the puarticipant
is still employed by the Group (or hus leff due to limited good leaver provisions us stated in the rules of the Plun) the
purticipunt will be entitled to receive u “ygrossed-up” puyment (i.e. u puyment which dfter dischurge of hecessury
tuxes (including National Insurance contributions) leuves u het amount) sufficient to pay the tuxes (including
Nationdl Insurance contributions) due in respect of the exercise of the option (subject to u cup on the Muximum tax
und Nationdl Insurance rates covered). Options may be sdtisfied by dn issue of shares (including out of treusury).
There will be no limit in the Plun on the number of shures thut cun be issued (including out of treusury). This is in order
that the Plan can be operated flexibly and is considered uppropriate given the maximum individual award levels
under the Plan.

Further detdils of the Plun and its operation are included in the Notice of Ahnuul Generdl Meeting.
Pensions
Breft W.J. Phillips und Michael Haynes ure members of the Portmeirion Potteries Group Stakeholder Pension Plan, a

defined confribution scheme. Detdils of contributions paid by the Group into the Plan for the benefit of the Directors
are shown in the Directors” emoluments table that follows.
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Directors’ Remunerdtion Report continuea

On 31 October 2002 the Portmeirion Potteries Pension Plun, u contfructed-in money purchuse occuputiondl pension
plun, closed. Brett W.J. Phillips was u member of the plun ut that fime and holds preserved benefits.

On 5 April 1999, the defined benefit UK pension scheme was closed to new entrants and fo future accrudl.
Brett W.J. Phillips was g member of the scheme ut that fime and holds preserved benéefits.

Lawrence F. Bryun receives pension contributions for a money purchuse pension operuted by the Group in the
United Stutes.

Annuadl performance related incentives dre hot subject fo contributions by the Group fo the mohey purchuse
pension urrungements muintuined for the Directors.

Directors’ contracts
It is the Compuny’s policy that Executive Directors should have confracts with an indefinite term providing for a

mauximum of one yeur’s notice.

The detdils of the Executive Directors’ contracts are summarised in the table below:

Dute of Notice

Contruct Period

L.F. Bryun 8.11.2002 12 months
M. Huynes 1.01.2007 12 months
B.W.J. Phillips 15.03.2000 12 months

In the event of eurly termination, the Directors’ contracts provide for compensation of un umount equdl to the
gross sulary and benefits that the executive would have received during the bulance of the notice period, plus uny
incentive, once declared to which he would huve become entitled had contractudl hotice been given.

Brett W.J. Phillips und Michael Haynes are proposed for re-election ut the hext Ahhuul Genheral Meeting. They both
have contracts which provide for a hotice period of twelve months.

Non-executive Directors

All Non-executive Directors huve service contracts with an indefinite term providing for u mauximum of one year’s

notice, without lidbility for compensation. Their remunerdation is determined by the Bourd taking into account their
duties und the level of fees puid to Non-executive Directors of similur compunies. The Non-executive Directors do
not participate in the Company’s anhudl incentive, share option or long-term incentive schemes and ho pension

contributions ure mude in respect of them.

Audited information
Aggregate Directors’ remuneration
The totul umounts for Directors’ remunerution were us follows:

2009 2008

£ g

Emoluments 1,198,740 876,451
Mohey purchuse pension contributions 41,525 38.368

1,240,265 914,819
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Directors’ Remunerdtion Report continuea

Directors’ emoluments

Guins
maude on
exercise Pension
Sdlary of shure conttri- 2009 2008
& fees Benefits Incentive options Subtotul butions Total Totul
< ) £ £ < < £ £
Executive
L.F. Bryan® 255,444 18.546 255,444 - 529,434 14,875 544,309 363,475
M. Haynes 130,000 3,758 130,000 - 263,758 7,800 271,558 180,395
B.W.J. Phillips 145,000 6,548 145,000 - 296,548 18,850 315,398 261,949
Non-executive
Lady Judye® 22,500 - - - 22,500 - 22,500 22,500
J. Kohy 22,500 - - - 22,500 - 22,500 22,500
R.J. Steele® 64,000 - - - 64,000 - 64,000 64,000
639,444 28,852 530,444 - 1,198,740 41,525 1,240,265 914,819
Notes

@ The remunerution for Ludy Judge wus maude to BT Cohsulting Inc. Limited in respect of her services.
@ The remunerution for R.J. Steele wus mude to Adsum Limited in respect of his services.
® Lk Bryun is remuneruted in US dollurs and his remuneration is tfranslated into sterling ut the uveruge exchange

rate for the year in 2009. This waus $1.5659/€ (2008 — $1.8533/%).

The benefits shown above arise from the provision of u compuny cur, life assurance, permanent disability insurance
und private medicual insurance.

Directors’ pension entitlements
Brett W.J. Phillips is a member of the Group’s defined benefit pension scheme which closed on 5 April 1999. He had
accrued entitlements under the scheme as follows:

Increase in

Accrued accrued Accrued

pension at pensionin pension at

01.01.09 the year 31.12.09

A £ <

B.W.J. Phillips 22,533 1,146 23,679

His uccrued benefits under the scheme were us follows:

Decrease

Transfer in transfer Transfer

value at value in value at

01.01.09 the year 31.12.09

< S <

B.W.J. Phillips 518,899 (41,554) 477,345
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Directors’ Remunerdtion Report continued

Notes

T The transfer values were cdlculuted oh d busis in accordance with the Occupdational Pension Schemes (Transfer
Values) Reguldtions 1996 (Sl 1996/1847).

2 In the cdlculation of the transfer values above, it is assumed that the Scheme will have adopted umendments to
its Rules replucing previous HMRC limits with the dllowunces fucilituted by the Finance Act 2004 by the time the
tfransitional period ends on 5 April 2011.

Directors’ share options
Ayyregute emoluments disclosed ubove do hot include any amounts for the value of optionhs to acquire Ordinary

shares in the Compuny granted to or held by the Directors.

Detuils of options for Directors who served during the yeur are us follows:

Number of Options Dates on

At At Exercise which exercisable
Director 01.01.09 Granted Exercised Surrendered Lapsed 31.12.09 Price Earliest Latest
L.F. Bryun 19,000 - - - (19,000) - 167.50 25.3.2008 23.3.2009
L.F. Bryun 80,000 - - - - 80,000 345.00 542010 3.4.2011
L.F. Bryun 38,000 - - - - 38,000 260.0p 16.4.2011 14.4.2012
L.F. Bryan - 70,000 - - - 70,000 197.5p 29.5.2012 27.5.2019
M. Hayhes 55,000 - - - - 55,000 345.00 542010 3.4.2011
M. Hayhes 24,000 - - - - 24,000 260.0p 16.4.2011 14.4.2012
M. Huynes - 45,000 - - - 45,000 197.50 29.5.2012 27.5.2019
B.W.J. Phillips 51,199 - - - (51,199 - 167.50 25.3.2008 23.3.2009
B.W.J. Phillips 55,000 - - - - 55,000 34500 542010 3.4.2011
B.W.J. Phillips 24,000 - - - - 24,000 260.0p 16.4.2011 14.4.2012
B.W.J. Phillips - 45,000 - - - 45,000 197.5p 29.5.2012 27.5.2019
Notes

' The performunce criteriu uttaching to shure options ure detdiled on puye 16.

2 The Compuny’s shure price reuched u high of 330.0p und u low of 102.5p during 2009. The uveruge share price
during 2009 was 211.19p. The share price oh 31 December 2009 was 330.0p.

3 None of the Directors exercised options in 2009.

4 Options grunted on 24 Maurch 2005 und remaining ut 23 March 2009, lupsed us the exercise window of
25 March 2008 to 23 March 2009 expired.

5 There have been ho changes to the Directors’ interests in the shares or options over shares of the Compuny
between 31 December 2009 und 22 March 2010.

Approval

This report wus upproved by the Bourd und signed on its behdilf by:

B.W.J. Phillips
Compuny Secretury
22 Murch 2010
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Corporute Governunce Stutement

As u Compuny listed on the Alternutive Investment Market (AIM) the Compauny is not reyuired to udhere to the
Combined Code on Corporute Governunce June 2008 (the "Code”). Whilst the Compuny is hot required to comply
with the Code, it has used the Code us best practice guidunce and voluntarily presented disclosures that reflect the
extent of the Compuny’s upplication of the Code.

The Board

The Compuny is controlled by the Bourd of Directors. The Bourd comprises three Executive and three Noh-
executive Directors. The Bourd considers, ufter cureful und rigorous review, that the Non-executive Directors bring
un independent judgement to bear. All Non-executive Directors have confracts which expire on the completion

of ohe yedar’s hotice. These ure avuilable for inspection at the Compuany’s reyistered office und ut the Annudi
Generdl Meeting. All Directors retire by rotation ut the third annual generul meeting of the Compuny ufter the
ygenherdl meeting ut which he/she wus uppointed or last reappointed in accordance with the Company’s Articles

of Associution und the principles of the Code. The Bourd does hot believe it is necessary for Non-executive Directors
of the Compuny who huve served more than nine yeurs to offer themselves for re-election unnually. All Directors
underyo u performunce evuludtion before beiny proposed for re-election to ensure their performunce continues to
be effective, thut where uppropriate they maintuin their independence und that they aure demonstrating continued
commitment to the role.

Richard J. Steele, the Non-executive Chairmun, is responsible for the running of the Bourd und Lawrence F. Bryan,
the Chief Executive, has executive responsibility for running the Company’s business and implementing Group
strateyy. Following the uppointment of Richard J. Steele us Non-executive Chairmaun on 30 April 2007, the Bourd
has not appointed a Senior Non-executive Director. The Bourd believes thut, for a Bourd of its size, there is sufficient
opportunity for shareholders to raise uny concerns they may have with the Non-executive Chuirman, Chief
Executive, Group Finunce Director or the other two Non-executive Directors. The Bourd meets ut leust six times
educh year and has a formal schedule of matters reserved to it. It is responsible for overdll Group strategy; dpproval
of mdjor capitdl expenditure projects; upproval of the unnudl and interim results; annual budgets; dividend policy;
und Bourd structure. It monitors the exposure to key business risks und reviews the strateyic direction of dll frading
subsidiaries, their annuudl budygets, their performance in relation to those budgets and their capital expenditure.

All Directors receive regulur und timely informution on the Group’s operutionul und financiul performance. Relevant
information is circuluted to the Directors in advance of meetings. In addition, minutes of the meetinys of the
Directors of the main UK subsidiary are circuluted to the Group Bourd of Directors. All Directors have direct access

to the advice and services of the Compuny Secretary und dre dble to take independent professional advice in the
furtherance of their duties, if necessury, ut the Compuny’s expense.

The followiny tuble shows the uttendunce of the Directors ut meetings of the Bourd und its principul committees.

Audit Remuneration Nomination
Board Committee Committee Committee
Total meetings held 6 4 2 1
Meetings attended
R.J. Steele (Noh-executive Chairman) 6 4 2 1
L.F. Bryan (Chief Executive) 6 4* - 1
M. Huynes (Group Sales und Marketing Director) 6 4* - 1%
Lady Judye (Non-executive) 6 3 2 1
J. Kony (Non-executive) 6 4 2 1
B.W.J. Phillips (Group Finunce Director) 6 4" - 1%

Notes
Attendance is shown us nil if not a committee member.

* Meetinys which the Director uttended, in whole or in purt, by invitation.
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During the yeur the Bourd carried out un evaludtion of its own performunce. The evaludtion was bused on the
yguidunce included in Sugyestions for Good Practice from the Higgs Report. The Bourd concluded that it had
performed effectively. During the yedr appropriate appraisuls were cuarried out with the Directors. The Group Finance
Director und Group Sdales and Marketing Director were apprdised by the Chief Executive who, in turh, was appraised by
the Chairman. Additiondlly, the Chairman uppraised the Non-executive Directors and they apprdised the Chairman.,

Nomination Commiitee

The Nominution Committee is chuired by Richard J. Steele und comprises ull the Non-executive Directors und the
Chief Executive. It mukes recommendations to the Board on dll new Bourd appointments. It meets af least once a
yedr and dlso considers the re-election of Directors retiring by rotation. The Compdny’s Articles of Association, ds
adopted by Specidl Resolution pussed on 22 May 2009 require that each director shall submit himself/herself for
re-election every three yeurs. No Directors ure exempt from retirement by rotation.

Remuneration Committee

The Remunerution Committee is chuired by Richurd J. Steele und comyprises dll the Non-executive Directors.

The Bourd considers it appropriate that Richard J. Steele with his experience and expertise in this area chuirs this
committee. The Remuneration Committee is responsible for making recommendations to the Board in relation

to dll aspects of remuneration for Executive Directors. The Remuneration Committee believes that the presence
of the Chief Executive is importunt when determining the remuneraution of the other Executive Directors. The
Chief Executive does hot puarticipute in discussions reluting to his personul remuneration. In framing its policy the
Remuneration Committee tukes intfo uccount any fuctors which it deems hecessary, including industry standurd
executive remunerdtion, differentiuls between executive und employee remuneration und differentials between
executives. When desighing schemes of performance-reluted remuneration the Remuneration Committee considers
the provisions in Schedule A to the Code. The remuneration of the Non-executive Directors is determined by the
Executive Directors.

Audit Committee

The Audit Committee is chuired by Richard J. Steele und comprises ull the Non-executive Directors. The Bourd
considers it appropriate that Richard J. Steele with his experience and expertise in this areu chdirs this committee.
The Audit Committee meets at leust twice each year. It considers any matter relating to the financial uffdirs of the
Group und to the Group’s external audit that it determines to be desirable. In particular the Committee overviews
the monitoring of the udeyuaucy of the Group’s internal controls, uccounting policies und financiul reporting und
provides u forum through which the Group’s externul auditors report to the Non-executive Directors.

Internal control
The Bourd ucknowledges thut it is responsible for the Group’s system of internhal control und for reviewiny its
effectiveness.

An onhyoiny process for identifying, evaluating und manuaging the significant risks fuced by the Group has been in
pluce throughout the finunhcial year and hus remuined in pluce up to the upproval date of the aunnudl report and
uccounts. Thut process is reyulurly reviewed by the Bourd und uccords with the internul control guidunce published
in October 2005 (the Turnbull Guidance).

The Bourd intends to keep its risk control procedures under constunt review particularly with regard to the need to
embed internal control und risk munagement procedures further into the operutions of business, both in the UK and

overseus, und to dedl with ureus of improvement which come to munagement’s und the Bourd’s attention.

As might be expected in u Group of this size, a key control procedure is the duy to day supervision of the business by
the Executive Directors, supported by the senior munuyers with responsibility for key operutions.
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The Executive Directors ure involved in the budget setting process, constantly monitor key performance indicutors
und review munagement accounts on u monthly basis, noting and investigating major variances. All significant
cupitdl expenditure decisionhs dre upproved by the Bourd us a whole.

The Group’s significunt risks, together with the relevant control und monitoring procedures, ure subject to regular
review to enuble the Bourd to ussess the effectiveness of the system of internal control. The adequucy of internul
controls with regard to the risks identified dre reviewed dt every Board meeting. The Bourd hus dlso specifically
reviewed the effectiveness of the Group’s internal financial controls. During the course of its reviews the Bourd has
not identified nor been udvised of uny fuilinys or weuknesses which it hus determined to be significunt.

The Bourd hus considered the heed for un internal audit function, but has decided that, because of the size of
the Group und the systems und controls in place, it is not uppropriaute ut present. The Bourd will review this on u
regulur busis.

The Group’s system of internal control is desighed to manuge rather than eliminute the risk of fuilure to uchieve
business objectives, and cun ohly provide reusonuble and hot dbsolute assurance agudinst material misstatement
or loss.

Conflicts of Interest

In line with the reyuirements of the Compunies Act 2006, the Directors have put in place d policy und process

for notifying und recording the nature and extent of their interests, together with those of connected persons, in
orgunisutions und compunies outside the Portmeirion Group. Euch director must formully hotify the Compuny if there
is the potentidl for these interests to conflict with their duties us a Director of the Compuny. All such hotifications are
reygulurly reviewed by the Bourd.

Relations with shareholders

The Group encouruges two way communicutions with both its institutional and private investors und responds quickly
to dll yueries received. The Chuirman talks regularly with the Group’s major shareholders and ensures that their views
ure communicuted fully to the Bourd. All shareholders receive notice of the Annudl General Meeting at which the
chdirmen of ull Committees will be avdiluble for yuestions.
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Statement of Directors’ Responsibilities

The Directors ure responsible for prepuring the Annuadl Report, Directors’” Remuneration Report aund the financial
stutements in uccordunce with upplicuble luw und regulutions.

Compuny luw reyuires the Directors to prepure finunciul stutements for euch finuncial year, Under that luw the
Directors have prepured the Group finuncidl statements in accordunce with International Financial Reporting
Standurds (IFRSs) us udopted by the Europeun Union.

Infernutional Accounting Standard 1 requires that IFRS financiul statements present fairly for each financial year
the Group’s financial position, financial performunce and cush flows. This requires the fair representution of the
effects of trunsuctions, other events und conditions in uccordunce with the definitions und recoygnition criteria for
ussets, liabilities, ihncome and expehses set out in the Infernational Accounting Standards Board’s “Framework for
the prepuration und presentution of finunciul statements”. In virtudlly dll circumstunces, u fuir presentution will be
uchieved by compliance with dll applicuble IFRSs. Directors dre dlso required to:

e properly select und upply uccounting policies;

e [present information, including accounting policies, in a manner that provides relevant, relidble, compurable and
uhderstanduble information; and

e provide udditionul disclosures when compliunce with the specific requirements in IFRSs ure insufficient to enuble
users to understund the impuct of particular transactions, other events und conditions on the entity’s finuncial
position und financial performance.

The Directors huve elected to prepare the Compuny finuncidal statements in accordunce with United Kingdom
Generdlly Accepted Accounting Practice (United Kingdom Accounting Stundards und upplicuble law). The
Compuny finunciul statements dre required by law 1o give d frue und fuir view of the stute of uffuirs of the
Compuny. In prepuring these financial statements, the Directors dre required to:

® select suituble uccounting policies und then upply them consistently;

e mMmuke judyements und estimutes that are reasonuble aund prudent;

e stute whether upplicuble UK Accounting Stundards have been followed, subject to uny muterial departures
disclosed und expluined in the financial statements; and

e prepure the finunciul statements on the going concern busis unless it is inuppropriate to presume that the
Compuny will continue in business.

The Directors ure responsible for keepinyg proper uccounting records that disclose with reusonuble uccuracy at uny
tfime the finuncidl position of the Compuny und enuble them to ensure that the Compuny finuncial stautements
comply with the Compunies Act 2006. They dre dlso responsible for sufeguurding the ussets of the Compuny und
hence for tuking reusonuble steps for the prevention aund detection of fraud und other irregularities.

The Directors ure responsible for the muintenance und inteyrity of the corporate und finuncial information included

oh the Group’s website. Leyislation in the United Kingdom ygoverning the prepuration and dissemination of finuncidl
statements may differ from legislation in other jurisdictions.
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Independent Auditors’ Report

Independent auditors’ report to the members of Portmeirion Group PLC

We huve audited the finunciul stutements of Portmeirion Group PLC for the yeur ended 31 December 2009 which
comyprise the Consolidauted Income Stutement, the Consoliduted Statement of Comprehensive Income, the
Consoliduted und Compuny Balance Sheets, the Consolidated Statement of Changes in Equity, the Consoliduted
Statement of Cush Flows und the related hotes. The finunciual reporting framework that has been applied in the
preparation of the Group’s financial statements is applicable law and International Financial Reporting Standards
(IFRSs) us udopted by the Europeun Union. The finunciul reporting framework that has been upplied in the
prepuration of the Compuny financial statements is applicable law und United Kingdom Accounting Standards
(United Kingdom Genherdlly Accepted Accounting Practice).

Respective responsibilities of Directors and auditors
As explained more fully in the Statement of Directors’” Responsibilities set out on page 23, the Directors ure responsible
for the prepuration of the finuncial stutements und for being sutisfied that they give u true und fuir view.

Our responsibility is to uudit the finuncial stutements in uccordunce with upplicuble luw und Internutionul Stundards
oh Auditing (UK and Irelund). Those standurds reyuire us to comply with the Auditing Practices Bourd’s (APB’s)

Ethicul Stundards for Auditors. This report is made solely fo the Company’s members us u body inh accordunce with
Chupter 3 of Purt 16 of the Compunies Act 2006. Our uudit work hus been undertuken so that we might stute to the
Compuny’s members those mutters we dre reyuired to state to them in an auditor’s report and for ho other purpose.
To the fullest extent permitted by law, we do hot uccept or ussume responsibility to anyone other than the Compuny
und the Compuny’s members us u body for our audit work, for this report, or for the opinions we have formed.

Scope of the audit of the financial statements
A description of the scope of un uudit of finuncidl stutements is provided on the APB’s website at www.frc.org.uk/
upb/scope/UKP.

Opinion on the financial statements

In our opinion:

¢ the finuncidl stutements yive a true und fuir view of the stute of the Group’s und of the Compuny’s uffuirs as ut
31 December 2009 und of the Group’s profit for the year then ended;

e the Group finunciul statements have been properly prepured in auccordunce with IFRSs us adopted by the
Europeun Union;

o the Compuny finunciul statements have beehn properly prepared in uccordunce with United Kingdom Generully
Accepted Accounting Practice; and

¢ the finuncidl stutements huve been prepured in accordunce with the regyuirements of the Compunies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the informution yiven in the Report of the Directors for the finuncial yeur for which the finuncial
stutements ure prepured is consistent with the finuncial stutements.
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Independent Auditors’ Report continued

Matters on which we are required to report by exception
We have nothing to report in respect of the following:

Under the Compunies Act 2006 we dre reqyuired to report to you if, in our opinion:

e udeyuute uccounting records have not been kept by the Compuny, or returns adeyuate for our audit have hot
been received from brunches not visited by us; or

o the Compuny financiul statements are hot in ugreement with the accounting records und returns; or

e certuin disclosures of Directors’ remunerdation specified by law are hot made; or

e we have hot received dll the informatfion und explanations we require for our audit.

Paul Martin Lucas (Senior Statutory Auditor)

for und on behulf of Muzars LLP, Churtered Accountunts
(Stututory auditor)

67 Newhudll Street

Birminghum

22 March 2010
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Consoliduted Income Stutement
for the yedar ended 31 December 2009

2009 2008

Notes £°000 £000

Revenue [4]5] 43,165 31,838
Operuting costs [6] (38,573) (30,311)

Operating profit before exceptional items 4,592 1,627
Operuting exceptiondl items (207) (178)

Operating profit after operating exceptional items 4,385 1,349

Investment revenue I@ 7 53
Finunce costs (681) (176)

Share of profit of ussociated undertukings 7 4
Nonh-operuting exceptionul item - (140)

Profit before tax 3,718 1,090
Tax (1,265) (515)

Profit for the year attributable to equity holders of the parent 2,453 575
Earnings per share 24.73p 581p
Diluted edrnings per share 24.66p 5.80p
Dividends puid and proposed per share 15.80p 14.70p

All the ubove figures relate to continuing operations.
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PORTMEIRIONGROUP

Consoliduted Stutement of Comprehensive Income
for the yedar ended 31 December 2009

2009 2008
Notes £°000 £'000

Profit for the yeur 2,453 575

Exchunge differences on translation of foreign operations (773) 1,860

Actuarial gain/(loss) on defined benefit pension scheme 254 (1.913)
Deferred tux on pension scheme deficit movement 1) 536

Other comprehensive income for the yeur (590) 483

Total comprehensive income for the year atiributable to

equity holders of the parent 1,863 1,058
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Consoliduted Bulunce Sheet
us ut 31 December 2009

2009 2008

Notes £°000 £'000
Non-current assets
Intungible ussets 2,395 515
Property, plunt und eqyuipment 5,611 5,762
Interests in ussociutes 1,327 1,297
Deferred tux usset 289 467
Total non-current assets 9,622 8,041
Current assets
Inventories 8,784 10,266
Trade und other receivables 7,035 6,195
Cush und cush equivalents 5,439 3,938
Current income tux usset - 252
Total current assets 21,258 20,651
Total assets 30,880 28,692
Current liabilities
Trade und other puyubles (5,128) (4,316)
Current income tux lidbilities (508) =
Borrowings (284) =
Derivative finuncial instruments - @)
Total current liabilities (5.920) (4,318)
Non-current liabilities
Pension scheme deficit (3.637) (4,222)
Borrowinys (763) -
Grunt received (79) (104)
Total non-current liabilities (4.474) (4,326)
Total liabilities (10,394) (8.644)
Net assets 20,486 20,048
Equity
Cudlled up share cupital 25 528 528
Share premium uccount 4,820 4,820
Treusury shares (1,202) (1,202)
Shure-bused puyment reserve 159 146
Translation reserve 630 1,403
Retuined eurnings 15,551 14,353
Total equity 20,486 20,048

These finuncidl stutements were approved by the Bourd of Directors und authorised for issue on 22 March 2010. They
were sighed on its behdlf by:

L.F. Bryan

Directors
B.W.J. Phillips }
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PORTMEIRIONGROUP

Consolidated Stautement of Chunges in Equity
for the yedur ended 31 December 2009

Share-
Share bused
Share fpremium Treusury  puyment Translation Retuined
capital account shares reserve reserve edarnings Total
£000 £000 £'000 <000 £'000 £000 £°000

As at 1 Januury 2008 528 4,820 (1,266) 91 457) 16,864 20,580
Profit for the year - - - - - 575 575
Other comprehensive income
for the year - - - - 1,860 ,377) 483
Total comprehensive income
for the year - - - - 1,860 (802) 1,058
Dividends puid — — - — — (1,456) (1,456)
Increuse in shure-bused
fouyment reserve — - - 55 = = o19)
Shares issued under employee
share schemes - - 64 - = @) 57
Deferred tux on shure-bused
payment - - - — — 52) %2)
Purchuse of equity interest - - - - - (194) (194)
As at 1 January 2009 528 4,820 (1,202) 146 1,403 14,353 20,048
Profit for the year - - - = = 2,453 2,453
Other comprehensive income
for the year - - - - (773) 183 (590)
Total comprehensive income
for the year - - - - (773) 2,636 1,863
Dividends puid — — - — — (1,458) (1,458)
Increuse in shure-bused
fpayment reserve - - - 13 = = 118
Deferred tux on shure-bused
fauyment - - - - - 20 20
As at 31 December 2009 528 4,820 (1,202) 159 630 15,551 20,486
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Consoliduted Statement of Cash Flows
for the yedr ended 31 December 2009

2009 2008

£°000 £'000
Operating profit after operating exceptional items 4,385 1,349
Adjustments for:
Depreciation 666 843
Amortisation of intangible fixed ussets 293 179
Contributions to defined benefit pension scheme (600) (348)
Charyge for share-bused puyments 13 55
Exchunge (loss)/guin (218) 422
Profit on sule of tunyible fixed ussets (5) (%3)
Grunt received - 104
Operating cash flows before movements in working capital 4,534 2,511
Decreuse in inventories 1,172 77
(Increuse)/decreuse in receivables (1,133) 1,073
Increuse/(decreuse) in puyubles 921 (507)
Cash generated from operations 5,494 3,154
Interest puid 412) (15)
Income tuxes puid (379) 472)
Net cash from operating activities 4,703 2,667
Investing activities
Interest received 20 58
Proceeds on disposul of property, plant and eyuipment 31 775
Purchuse of property, plunt und equipment (588) (707)
Purchuse of infunyible fixed ussets (2,173) (63)
Purchuse of equity inferest - (194)
Net cash outflow from investing activities (2,710) (131
Financing activities
Eqguity dividends puid (1,458) (1.,456)
New bunk louns raised 1,178 -
Repuyments of bunk louns (131) =
Shares issued under employee share schemes - 57
Net cash outflow from financing activities 411) (1,399
Net increuse in cush und cush equivalents 1,582 1,137
Cush und cush equivalents ut beginning of year 3,938 2,708
Effect of foreign exchunye rute chunyes (C2)) 93
Cash and cash equivalents at end of year 5,439 3,938
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Notes to the Consoliduted Financial Statements

1. Basis of preparation
Portmeirion Group PLC is u compuhny incorporated in Englund and Wuales. The address of the reyistered office
is given oh puge 68. The hature of the Group’s operations und its principal activities are set out in the Report of
the Directors on pages 9 fo 14.

These uccounts huve been prepured in uccordunce with uccounting stundards udogpted for use in the
Europeun Union (Internutionul Finunciul Reporting Stundards (IFRSs)).

The yoing concern busis hus been considered in the Directors’ Report onh puge 9.

These finuncidl stutements ure presented in pounds sterling because that is the currency of the primary
ecohomic environment in which the Group operutes. Foreign operdtions are included in accordunce with the
policies set out in note 2.5.

In the current year, the followihg hew und revised Standards and Interpretations are effective and have
uffected the umounts reported in these finuncial stautements:

IAS 1 (revised 2007) — Presentdtion of Fihancial Statements has infroduced a humber of chunges in the format
and presentation of the financial statements.

IFRS 8 — Operuting Segments is u disclosure stundard that has resulted in some udditional segmental disclosure
(see note 5).

IFRS 7 (mended) — Financial Instruments: Disclosures has expanded the disclosure required in respect of fair
vdlue meusurements aund liguidity risk.

In addition, the followiny stundaurds have been udopted but have not made uny significant impact on the
amounts reported in these financial statements but May impact the accounting for future fransactions and
arrangements: IAS 38 (umended) — Intangible Assets, IFRS 2 (umended) — Share-bused Payment — Vesting
Condlitions and Cancellations, I1AS 23 (revised 2007) — Borrowing Costs, |IAS 32 (umended)/IAS 1 (umended)
— Puttable Financidl Instrumehnts and Obligations Arising oh Liquiddadtion, I1AS 39 (umended) — Eligible Hedged
Ifems and Reussessment of Embedded Derivdtives, IFRIC 15 — Agreements for the Cohstruction of Redl Estdte,
IFRIC 16 — Hedyes of a Net Investment in a Foreigh Operdtion, IFRIC 18 — Transfers of Assets from Customers.

At the dute of authorisation of these finuncial statements, the following Stundards und Interpretations which
have not been upplied in these finuncidl stautements were in issue but hot yet effective (und in some cuses hud
not yet been udopted by the EU):

IFRS 1 (mended)/IAS 27 (umended)  Cost of an Investment in ¢ Subsidicry, Jointly Controlled Entity or Associdte

IFRS 3 (revised 2008) Busihess Combinatiohs

IAS 27 (revised 2008) Consolidated and Separate Financial Statements
IAS 28 (revised 2008) Investments in Associdtes

IFRIC 17 Distributions of Noh-caush Assets to Owners

Improvements to IFRSs (April 2009)
The Directors unticipute that the uadoption of these Stundurds and Interpretations in future periods will have nho
materidl impact on the financidl statements of the Group.

2. Significant accounting policies
The accounting policies which follow set out those policies which were applied in prepuring the financial
statements for the yeur ended 31 December 2009.

The finuncidl stutements have been prepured on the historicul cost busis, except that derivative financial
instruments are stated ut their fuir value.
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Notes to the Consoliduted Financial Statements
continued

2.1

2.2

2.3

24

Significant accounting policies continued

Basis of consolidation
The cohsoliduted finuncial stutements incorporate the financial statements of Portmeirion Group PLC und its
subsidiaries. The Group’s share of the results und retdined eurnings of associated undertakings is included.

Subsidiary undertukings ure consoliduted on the busis of the acqyuisition method of accounting. Infra-group
fransactions und balances are eliminated fully on consolidation und the consoliduted uccounts reflect externdl
fransactions only. Subsidiaries” accounting policies ure umended where hecessury to ensure consistency with the
policies udopted by the Group.

All accounts for subsidiuries und ussociated compuanies have been prepured for the year ended 31 December
2009 except for the uccounts of Portmeirion Finunce Limited which, for cush flow reusons ussociated with

the dute of puyment of tax, have been prepured for the yeur ended 7 Junuary 2010 und the uccounts of
Portmeirion Cunudu Inc. which have u year end of 30 Juhe 2009. The Group uccounts include interim financiail
information to 31 December 2009 for Portmeirion Finance Limited and Portmeirion Canada Inc.

Investment in associated undertakings (“associates”)

An associute is un entity over which the Group is in ¢ position to exercise significunt influence, but hot control
or joint control, through participdtion in the financial and operating policy decisions of the investee. Sighificant
influence is the power to puarticipute in the financidal and operating policy decisions of the investee but is not
control or joint control over those policies.

The results and ussets and lidbilities of ussociutes are incorporated in these financial stautements using the equity
method of accounting. Investments in ussociutes are carried in the balance sheet at cost as adjusted by post-
acyuisition chunhges in the Group’s share of the het ussets of the ussociute, less uny impuirment in the value of
individuul investments.

Where u Group compuny fransacts with an associute of the Group, profits und losses ure eliminated to the
extent of the Group’s inferest in the relevant ussociute.

Revenue recognition

Revenue is meusured ut the fair value of the consideration received or receivable and represents umounts
receivuble for yoods und services provided in the hormal course of business, net of discounts, VAT und other
sules reluted tuxes.

Sdles of yoods ure recoyhised when goods ure delivered und title has pussed.

Interest income is accrued on u time busis, by reference to the principal outstanding and at the effective interest
rate applicuble, which is the rate that exactly discounts estimuted future cash receipts through the expected life
of the financidl usset to that usset’s het carrying amount.

Roydilty revenue is recognised on un uccrudl busis in accordunce with the substunce of the relevant agreement.
Roydilties determined on d time busis ure recoygnised on u struight-line busis over the period of the ugreement.

Operating leases
Rentdls paydble under operdting leuses are charged to income on u straight-line basis over the term of the
relevunt leuse.

Benefits received und receivable s an incentive to enter into un operating ledse dre dlso spreud on u
straight-line busis over the leuse term.
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Notes to the Consoliduted Financial Statements
continued

25

2.6

2.7

Significant accounting policies continued

Foreign currencies

The individudl financial statements of each Group compuny are presented in the currency of the primary
econhomic environment in which it operdtes (its functional currency). The results and financial position of edach
Group compuny dre expressed in pounds sterling, which is the functional currency of the Company, and the
presentation currency for the consolidated finuncial statements.

In prepdaring the financial statements of the individual companies, fransactions in currencies other than the entity’s
functional currency (foreigh currencies) dre recorded ut the rates of exchange prevdiling on the dates of the
fransactions. At each balunhce sheet date, monetary dssets und lidbilities that are denominated in foreign currencies
are refranslauted af the rates prevuiling on the bulance sheet date. Non-monetary items that are meusured in terms
of historicul cost in u foreign currency ure not refrunslated.

Exchunge differences arising on the settlement of monetary items, und on the retranslation of monetary items,
dre included in profit or loss for the period.

In order to hedge its exposure to certuin foreign exchunge risks, the Group enters into forward contracts (see
below for detdils of the Group’s uccounting policies in respect of such derivative financidal instruments).

For the purpose of presenting consolidated financial statements, the assets and lidbilities of the Group’s foreign
operutions ure frunsluted ut exchunyge rates prevailing on the bulance sheet dute. Income und expense
items dre transluted at the average exchunge rates for the period. Exchaunge differences arising, if any, are
recoynised in the Group’s translation reserve.

Operating profit
Operating profit is stuted both before and ufter exceptionadl items but before investment revenue, finunce costs
and share of results of ussociutes.

Group pension schemes

The Group operates a group stakeholder pension plan in the UK, which is a defined contribution scheme. For
this scheme the umount charged to income in respect of pension costs und other post-retirement benefits is
the conftributions paydble in the year. Differences between contributions paydble in the yedar and contributions
actudlly puid are showhn as either accrudls or prefpayments in the baldnce sheet.

The defined benefit scheme previously operated by the Group closed on § April 1999. For this scheme the
amounts charged to operating profit are the current service costs, yuins und losses on settlements and
curtdilments. They ure included us purt of stuff costs. Pust service costs are recoynised immediutely in the income
statement if the benefits have vested. If the benefits huve not vested immediutely, the costs ure recoynised over
the period until vesting occurs. The interest cost und the expected returh on ussets ure shown us a het umount

of other finance costs or credits. Actuarial gains and losses are recoghised immediately in the Consolidated
Statement of Comprehensive Income.

The defined benefit scheme is funded, with the ussets of the scheme held sepaurately from those of the Group,

in sepurate frustee udministered funds. Pension scheme dssets are meusured at fair value und licbilities are
meusured oh un uctuarial busis using the defined accrued benefit method und discounted at u rate eqguivalent
to the current rate of return on a high yudlity corporate bond of equivalent currency und term fto the scheme
ligbilities. The uctuarial valuations are obtuined ut leust friennidlly and are updated ut euch balance sheet dute.,
The resulting defined benefit usset or lidbility is presented separdately on the face of the balance sheet.

In the United States, the Group operates a Money purchase pension scheme with payments being made to the
scheme ut the discretion of the Group. All pauyments dre expensed as they dre incurred.
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Notes to the Consoliduted Financial Statements
continued

2. Significant accounting policies continued

2.8 Taxation
The tux expense represents the sum of the tax currently paydble and deferred tux.

The tux currently paydble is based on tuxuble profit for the year. Taxable profit differs from net profit us reported
in the income statement becduse it excludes items of income or expense that are taxauble or deductible in
other yeurs und it further excludes items that are never taxable or deductible. The Group’s lidbility for current
tux is culculated using tax rates that huve been enacted or substuntively endacted by the baldunce sheet date.

Deferred tux is the tux expected to be puyuble or recoveruble on differences between the currying aumounts
of ussets und liubilities in the finunciul statements und the corresponding tux buses used in the computution

of tuxuble profit, und is uccounted for using the bulunce sheet lidbility method. Deferred tux lidbilities ure
genherdlly recoyghised for dll fuxauble temporary differences and deferred tux ussets are recoynised to the
extent that it is probuble that tuxable profits will be avdiluble ugainst which deductible temporary differences
cuh be utilised. Such assets and lidbilities are hot recognised if the temporary difference arises from the initial
recoyhnition of yoodwill or from the initial recoynition (other thun in u business combinution) of other ussets und
ligbilities in @ transuction that affects neither the taxable profit nor the accounting profit.

Deferred tux liabilities are recognised for taxable temporary differences arising on investments in subsididries
und ussociutes, except where the Group is uble to control the reversdl of the temporary difference und it is
probuble that the temporary difference will not reverse in the foreseeduble future.

The carrying amount of deferred tux ussets is reviewed at each balance sheet date and reduced to the extent
that it is no lonyer probuble that sufficient tuxable profits will be avdilable to dllow dll or purt of the usset to be
recovered.

Deferred tux is calculated at the tux rates that are expected to upply in the period when the liability is settled
or the usset is redlised. Deferred tux is charged or credited in the income stutement, except when it relates to
items charged or credited directly to equity, in which cuse the deferred fux is dlso dedlt with in equity.

Deferred tux ussets und liubilities ure offset when there is u legdlly enforceuble right to set off current tax ussets
aguinst current tux liabilities and when they relate to income taxes levied by the sume taxation authority and
the Group intends to settle its current tux ussets und liubilities on u net busis.

2.9 Property, plant and equipment
Property, plant and equipment are held at cost, het of depreciation less uny provision for impairment.
Depreciution is provided by either the reducing bulance method or the straight-line method ut rates culculated
to write off the cost of the ussets less their estimated residudl value over their expected useful lives:

Freehold buildings — 2% poer unhum
Short leasehold buildings — over the life of the leuse
Plant und vehicles — 6% to 33% per unnum
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Notes to the Consoliduted Financial Statements
continued

2.

Significant accounting policies continued

2.10 Intangible assets

Purchuses of intellectudl property are included at cost and written off in equal anhnudl instalments over their
estimated useful economic life of 5-10 yeurs. Provision is made for uny impairment.

Computer software is held at cost, het of amortisation less any provision for impdirment. Amortisation is charged
so us to write off the cost over the estimated useful economic life of the computer software using the straight-
line method. The estimated useful life of computer software is between 3 and 10 yeurs.

Impairment of tangible and intangible assets excluding goodwill

At euch balance sheet dute, the Group reviews the carrying amounts of its fahyible and intangible ussets
to determine whether there is any indicution that those ussets have suffered un impuirment loss. If any such
indicution exists, the recoveruble umount of the usset is estimuted in order to determine the extent of the
impuirment loss.

Recoverdable umount is the higher of fuir value less costs to sell und value in use. In dssessing value in use, the
estimated future cush flows dre discounted to their present value using d pre-tux discount rate that reflects
current murket ussessments of the fime vulue of money und the risk specific to the usset for which the estimautes
of future cush flows have not been udjusted.

If the recoverdble umount of un usset (or cush-generating unit) is estimated to be less than its carrying amount,
the currying amount of the usset (or cush-generating unit) is reduced to its recoverauble aumount. Ah impdirment
loss is recoghised us un expense immediately.

Where an impdirment loss subseyuently reverses, the carrying amount of the asset (or cash-generating unit) is
increused to the revised estimute of its recoveruble umount, but so that the increused currying umount does
not exceed the currying umount that would have been determined had ho impdirment loss been recoynised
for the asset (or cush-generating unit) in prior years. A reversal of un impairment loss is recoynised us income
immediutely.

2.12 Inventories

Inventories are stated ut the lower of cost und het redlisuble value. Cost comprises direct materials and, where
upplicuble, direct lubour costs und those overheuds thut have been incurred in bringing the inventories to
their present locution and condition. Cost is calculated using the weighted average method. Neft redlisable
vdlue represents the estimated selling price less dll estimuted costs of completion und costs to be incurred in
marketing, selling and distribution.

2.13 Research and development

Expenditure on resedrch activities is recoghised ds an expense in the period in which it is incurred.

An inferndlly generated intfangible asset arising from the Group’s development activities is recognised only if dll
of the followiny conditions ure met:

@ un usset is creuted that cun be identified (such us soffware and hew processes);

e itis probuble thut the usset creuted will generaute future economic benefits; und
e the development cost of the dsset can be medasured relidbly.
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Notes to the Consoliduted Financial Statements
continued

2.

Significant accounting policies continued

2.14 Purchase of own shares

Investment in own shares has been clussified to other reserves — freasury shares. These shares ure valued at the
weighted average cost of purchuse. Treusury shares are a deduction from equity.

2.15 Financial instruments

Financial ussets and financial liabilities are recoghised in the Group’s baldance sheet when the Group becomes
u purty to the contractuadl provisions of the instrument.

Derivdtive financial instruments

The Group’s uctivities expose it to the financial risks of changes in foreigh currency exchunge rates. The Group
uses foreigh exchunge forward contracts to hedye this exposure. The Group does hot use derivative finuncidl
instruments for speculutive purposes.

Chunyes in the fair value of derivative financial instruments that are desighated and effective us hedyes of
future cush flows are recognised directly in eyuity und the ineffective portion is recognised immediately in the
income statement. Amounts deferred in equity dre recognised in the income stutement in the sume period in
which the hedyed item uffects het profit or loss.

Changyes in the fair value of derivative financidl instruments that do hot qudlify for hedge accounting are
recoynised in the income stuatement us they arise.

Hedge uccounting is discontinued when the hedying instrument expires or is sold, terminuted, or exercised, or
no lonyger yudlifies for hedye uccountinyg. At thut fime, any cumulative guin or loss on the hedyiny instrument
recoynised in eyuity is retuined in eyuity until the forecusted transuction occurs.

Receivables

Trade receivubles und other receivubles that have fixed or determinuble puyments that are hot quoted in
an uctive market are cuteyorised us louns und receivubles. These ure meusured ut amortised cost, less uny
impdgirment.

Cuash and cash equivdlents

Cush und cush eyuivalents comprise cush on hand und demund deposits, und other short-term highly liquid
investments that are readily convertible to a known umount of cush and dre subject to un insighificant risk of
chunges in value. Cush aund cush equivalents are cuteygorised s louns und receivables.

Financidl liubilities and equity

Financidl liubilities und equity instruments are clussified uccording to the substunce of the contractudl
arrangements entered into. An equity instrument is any contract that evidences d residudl interest in the ussets
of the Group ufter deducting dll of its liabilities. Equity instruments issued by the Group dure recorded ut the
proceeds received, het of direct issue costs.

Other finuncidl liubilities, including borrowings, are initially meusured ut fuir value, net of tfransuction costs. Other
financidl liubilities ure subseyuently meusured ut aumortised cost using the effective interest method, with interest

expense recoyhised on un effective yield busis.

Further detdils on the Group’s finuncidl instruments cun be found in note 32.
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2. Significant accounting policies continued

2.16 Share-based payments
The Group issues equity-settled share-based puyments to certuin employees. Equity-settled share-based
puyments are meusured ut fair value (excluding the effect of non murket-bused vesting conditions) ut the dute
of grant, The fdir value determined ut the grant dute of the eyuity-settled share-bused puyments is expensed
oh u straight-line busis over the vesting period, bused on the Group’s estimute of shares that will eventudlly vest
und udjusted for the effect of non market-bused vesting conditions.

Fair value is meusured by use of the Blauck-Scholes model. The expected life used in the model has been
udjusted, bused on mMunhuygement’s best estimute, for the effects of hon-transferubility, exercise restrictions, und
behaviourdl considerations.

2.17 Segmental reporting
Activities ure dllocuted to one business segment being consumer homeware. A business segment is a group of
ussets und operautions enguyed in providing products or services that are subject to risks und returns that are
different from those of other business segments. A geographicul segment is enguyed in providing products or
services within a particular economic environment that is subject to risks and returns which are different from
those seyments operauting in other economic environments.

2.18 Grant income
Grant income relating to commitments fo employ individudils is freated as deferred income und reledsed to the
income stutement once the contfractudl period hus elupsed.

3. Critical accounting judgements and key sources of estimation uncertainty
In the application of the Group’s accounting policies, which dare described in hote 2, the Directors are required
to mauke judgements, estimutes und ussumptions ubout the cuarrying amounts of ussets und lidbilities that are
not readily appurent from other sources. The estimutes und ussociuted ussumptions ure bused on historical
experience und other factors that are considered to be relevant, Actudl results may differ from these estimates.

The estimates and underlying ussumptions are reviewed on an ongoiny busis. Revisions to uccounting estimates
dre recoyhised in the period in which the estimute is revised if the revision uffects only that period, or in the
period of the revision and future periods if the revision uffects both current and future periods.

Critical judgements in applying the Group’s accounting policies

The following are the critical judgements that the Directors have made in the process of upplying the Group’s
accounting policies and that have the most significant effect on the amounts recoynised in the financial
statements.

Impdirment of inventory

Provision is mude for the impuirment of slow-moving und obsolete inventory bused on historicul und forecust
sdles und estimautes of net redlisable value. The carrying value of inventory at the year end was £8,784,000
(2008 - £10,266,000).

Defined benefit pension scheme

The valuation of the Group’s defined benefit pension scheme ussets and lidbilities under IAS 19 Employee
Benefits requires ussumptions to be maude regarding returns on ussets, inflution, discount rates, salary, mortdlity
and pension incredses. The carrying value of the scheme lidbility at the year end was £3,637,000 (2008 -
£4,222,000).
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4. Revenue
An unalysis of the Group’s revenue is us follows:

2009 2008
£°000 £°000

Continuing operations
Sule of yoods 43,002 31,838
Royualties 163 —
43,165 31,838
Investment income 7 53
43,172 31.891

5. Segmental analysis
IFRS 8 reyuires operating segments to be identified on the basis of inferndl reports about the components of the
Group that dre regularly reviewed by the Chief Executive to dllocute resources to the segments und to ussess their
performaunce. Bused upon the hature and extent of these internal reports, the Directors are of the opinion that there
are two reportable segments under IFRS 8, hamely the UK und US operdtions. The Directors are of the opinion that only
ohe cluss of business is beiny undertuken, that of the mMunufucture und sule of pofttery und ussociuted homeware.

2009 2008
Inter- Sales to Inter- Sdles to
Total segment third Totdl seyment third
sales sales parties sules sules purties
Revenue by origin £°000 £°000 £°000 £'000 £'000 £'000
United Kingdom 30,513 (4,438) 26,075 24,892 (3.855) 21,037
United Stutes 17,090 - 17,090 10,801 - 10,801
47,603 (4,438) 43,165 35,693 (3,855) 31,838
2009 2008
Before Operating Before Operdating
exceptional exceptional exceptionul exceptiondl
items items Total items items Total
Operating profit/(loss) by origin  £°000 £°000 £°000 €000 £'000 £°000
United Kingdom 2,087 (75) 2,012 902 97 705
United Stutes 2,505 (132) 2,373 625 19 644
Operuting profit/(loss) 4,592 (207) 4,385 1,627 (178) 1,349
Undllocuted items:
Share of profit of ussociuted
undertakinygs 7 4
Non-operating exceptiondl item - (140)
Investment revenue 7 58]
Finaunce costs (681) 176)
Profit before tux 3,718 1,090
Tax (1,265) (515)
Profit ufter tux 2,453 5%
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5. Segmental analysis contfinued

2009 2008
Profit before tax reconciliation £°000 £°000
Pre-tax profit before exceptional items 3,925 1,408
Exceptionul items (note 7) (207) 318)
Pre-tax profit after exceptional items 3,718 1,090
Reconciliation of earnings before exceptional items, 2009 2008
interest, tax, depreciation and amortisation £°000 £'000
Oyperuting profit before exceptional items 4,592 1,627
Add buck:
Depreciution 666 843
Amortisution 293 179
Earninys before exceptionadl items, interest, tux,
depreciution and amortisution 5,551 2,549
2009 2008
United United Con- United United Con-
Kingdom States solidated Kingdom States  soliduted
Other information £°000 £°000 £°000 £'000 £'000 £'000
Cupitul udditions 2,416 345 2,761 578 197 770
Depreciution und umortisution 878 81 959 955 67 1,022
Impduirment losses recoyhised
in income statement - - - 140 - 140
Balance sheet
Assets
Seyment ussets 20,475 9,078 29,553 20,057 7.338 27.395
Interest in ussociutes 1,327 1,297
Consoliduted totul ussets 30,880 28,692
Liabilities
Segment liabilities 9,420 974 10,394 73S 1,329 8,644

There ure ho unullocuted corporate lidbilities in 2009 und 2008.

The followihy table provides an analysis of the Group’s revenue by geographical market, irespective of the

origin of the products:

2009 2008

Revenue £°000 £'000
United Kingdom 13,102 10,259
United States 17,252 10,858
South Koreu 7,205 5,400
Rest of the World 5,606 5,321
43,165 31,838

All of the revenue urising from Koreu related 1o sales to the Group’s lurgest customer in both the current and

prior yeurs.
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6.

Operating costs

2009

Before Operating
exceptionalexceptional

2008
Before Operating
exceptional exceptiondl

items items Total items items Total
(note 7) (hote 7)

£°000 £°000 £°000 £'000 £'000 £'000
Chanye in stocks of finished goods
and work in progress 1,808 - 1,808 (1,233) - (1,233)
Raw materidls und consumables 15,546 - 15,546 11,027 - 11,027
Other externul charyes 7,465 132 7,597 7,820 a9 7.801
Stuff costs (note 8) 12,631 75 12,706 11,158 197 11,355
Depreciution und other umounts
written off tungible ussets 666 - 666 843 - 843
Amortisution of intunyible ussets 293 - 293 179 - 179
Movement on inventory
impdirment provision (170) - (170) 445 - 445
Impduirment of trade receivables 39 - 39 66 = 66
Cost of reseurch aund development 198 - 198 288 - 288
Net foreigh exchanye losses/(guins) 116 - 116 (282) - (282)
Government grunts a9 - 9) = = =

38,573 207 38,780 30,311 178 30,489

Exceptional items

The Directors define reorgunisation costs us exceptional. Specificdlly included under such exceptional costs
are profit or loss on the sule of land and buildings, additionadl costs incurred due to the relocution of ucquired
inventory, additiondl Iabour costs incurred in Movinyg and sefting up g warehouse und redundancy. Non-
operauting exceptiondl items dre impuirments of investments in associuted undertakings. The analysis of

exceptiondl items is us follows:

2009 2008
Operdating exceptiondl items £°000 £°000
Profit on sule of freehold land and buildings - 92
Cost ussociuted with relocution of inventory (132) =
Redundancy costs (75) 197)
Costs ussociuted with implementation of a warehouse - (73)

(207) (178)
Nonh-operdting exceptiondl iftems
Impuirment of investment in ussociuted undertuking - (140)
Totul exceptionul items (207) 318)
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8. Staff numbers and costs

2009 2008
Number Number
The average humber of persons employed during the yedr, including Directors:

Operutives 270 272
Sdlaried employees 217 224
487 496
£°000 £'000

Stuff costs:
Wages und sularies 10,784 9.502
Socidl security costs 895 817
Defined contribution und money purchuse pension scheme costs 684 714
Non-monetury benefits 343 322
12,706 11,355

The Compuhy hud ho employees throughout 2009 or 2008.
Detdiils of individual Directors’ remuneration, pension contributions und pension entitlements required by the

Compunies Act 2006 ure shown in the Directors” Remuneration Report on puges 15 to 19. Detdils of Directors’
current share options ure shown in the Directors” Remuneration Report on puye 19.

9. Auditors’ remuneration

2009 2008
£°000 £'000
Fees payable to the Group’s auditors for the audit of the Group’s annual accounts 43 65
Total audit fees 43 65
Fees payable to the Group’s auditors and their associates for other services
to the Group
Other services — interim review 6 9
Tax services 8 =
Total non-audit fees 14 9
Fees payable to the Group’s auditors and their associates in respect of associated
pension schemes
Audit of the Portteirion Potteries Limited Retirement Benefits Scheme 4 4
4 4

The audit fee for the Compuny was £1,500 (2008 - £2,000).

Fees puyuble to Mazars LLP and their ussociutes for non—-audit services to the Compuny ure not reguired to be
disclosed becuause the consolidated finuncial stautements are required to disclose such fees on a consoliduted
busis. Fees puyuble in the current yeur relate to the current auditors, Mazars LLP. Fees puyable in the prior yeur
relate to the previous auditors, Deloitte LLP.
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10. Investment revenue

2009 2008

£°000 £'000
Bunk deposits 5 38
Guins on finuncial derivatives 2 -
Ofther interest receivuble - 15

7 58
11. Finance costs

2009 2008

£°000 £'000
Inferest paid 412 15
Losses on financial derivatives - 2
Defined benefit pension scheme — other finance costs 269 159

681 176
12. Taxation on profit on ordinary activities

2009 2008

£°000 £'000
United Kingdom corporaution tax at 28% (2008 — 28.5%) 621 134
Adjustment of corporation tux in respect of prior yeurs (14) (135)
Overseus tuxution 871 189
Double tux relief (340) (86)
Current tuxution 1,138 102
Deferred tuxution originution und reversal of timing differences 34 120
Adjustment to deferred tuxation in respect of prior years - 106
Adjustment to deferred tuxation in respect of chunges in leyislation - 134
Pension scheme 93 53
Deferred tuxation 127 413

1,265 515

UK Corporation tux is calculated at 28% (2008 — 28.5%) of the estimuted ussessable profit for the year. Tuxation
for other jurisdictions is culculuted dt the rates prevdiling in the respective jurisdictions.

42 | PORTMEIRION GROUP PLC



PORTMEIRIONGROUP

Notes to the Consoliduted Financial Statements
continued

12. Taxation on profit on ordinary activities continued
The stundard rate of tax for the year, bused on the UK standard rate of corporation tux, is 28% (2008 — 28.5%).
The actuul tax charge for the current and the previous yeur differs from the stundard rate for the reasons set out
in the following reconciliation:

2009 2008
£°000 £'000
Profit on ordinury activities before tuxution 3,718 1,090
Tax on profit on ordinary activities ut stundurd rate of 28% (2008 — 28.5%) 1,041 311
Factors uffecting charge for the yedar:
Expenses hot deductible for tux purposes 341 175
Smuall compunies tux relief ) 3
Foreignh tux charged ut higher rates than UK standard rate 232 129
Adjustments to fux charge in respect of prior years (14) 29
Difference reluting to ussociutes tux churye 6 18
Double tux relief (340) (86)
Totdl fux on profit on ordinary activities 1,265 515
13. Dividends paid
2009 2008
£°000 €000

Final dividend of 11.15p per share paid in respect of the yeur ended 31 December

2008 (2008 - final dividend of 11.15p per share puid in respect of the year ended

31 December 2007) 1,106 1,104
Interim dividend of 3.55p per share puid in respect of the yeur ended 31 December

2009 (2008 - interim dividend of 3.55p per share in respect of the yeur ended

31 December 2008) 352 352
Totdl dividends puid in the yeur 1,458 1,456
The Directors recommend that d finul dividend of 12.25p (2008 — 11.15p) per share be puid, making u totul for

the yedur of 15.80p (2008 — 14.70p) per share. The final dividend will be puid, subject to shareholders” dpproval,
onh 26 May 2010, to shareholders on the register at the close of business on 30 April 2010. This dividend hus hot
been included us u liubility in these financiul statements.
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14. Earnings per share
The culculution of the busic und diluted eurnings per share is bused oh the followiny data:

2009 2008
Weighted Earnings Weighted Earnings
Earnings number per share Earninys number  per share
£ of shares (pence) £ of shares (pence)
Busic eurnings per share 2,453,000 9,919,956 24.73 575,000 9,905,002 5.81
Effect of dilutive securities:
employee shure options - 29,132 - = 17.214 =
Diluted earhings per share 2,453,000 9,949,088 24.66 575,000 9,922,216 5.80

15. Intangible assets

Computer Infellectudl

software property Total
£'000 £'000 £'000

Cost
At 1 Junuary 2008 376 524 900
Additions 63 - 63
At 1 January 2009 439 524 963
Additions 4 2,169 2,173
At 31 December 2009 443 2,693 3,136
Amortisation
At 1 January 2008 142 127 269
Churge for the year 74 105 179
At 1 January 2009 216 232 448
Churge for the year 44 249 293
At 31 December 2009 260 481 741
Net book value
At 31 December 2009 183 2,212 2,395
At 31 December 2008 223 292 SIS

On 23 April 2009 the Group purchused certain intellectudl property (excluding any rights relating o Jamie Oliver
products or licences) und the traude numes of Spode und Royul Worcester from The Porceluin and Fine China
Companies Limited (in Administration) at a total cost of £2,169,000. This amount is being amortised evenly over
its expected useful life of ten yeurs.
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16. Property, plant and equipment

Laund und buildings
Short  Plant und

Freehold leusehold vehicles Totul
£'000 £'000 £'000 £'000

Cost
At 1 Junuary 2008 4,584 874 13,625 19,083
Additions - 9 698 707
Disposals (727) - (138) (865)
Exchange rate adjustments - 47 172 219
At 1 January 2009 3,857 930 14,357 19,144
Additions - 97 491 588
Disposuls - - (B3) (B3)
Exchunyge rate adjustments - 22) @1 (103)
At 31 December 2009 3,857 1,005 14,714 19,576
Depreciation
At 1 January 2008 1,612 484 10,734 12,730
Charge for the year 102 28 713 843
On disposdls (220) - (102) (322)
Exchunge rate adjustments = 44 87 131
At 1 January 2009 1,394 556 11,432 13,382
Churge for the yeur 78 44 544 666
On disposuils - - @27 @7
Exchanye rate adjustments - (20) (36) (56)
At 31 December 2009 1,472 580 11,913 13,965
Net book value
At 31 December 2009 2,385 425 2,801 5,611
At 31 December 2008 2,463 374 2,925 5,762

At 31 December 2009, the Group had entered into confractual commitments for the acquisition of property,
plant und eqyuipment amounting to £nil (2008 — £nil).
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17. Interests in associates

2009 2008
Associated undertakings £°000 £'000
Furlonyg Mills Limited
2,080 Ordinary shares of £1 euch representing 27.58% of the issued share capital
Share of net ussets 1,196 1,194
Discount on ucyuisition 13) 13)
Impuirment of investment in Furlony Mills Limited (693) (693)
490 488
Portteirion Canudu Inc.
100 common shares representing 50% of the issued share capitdl
Share of net ussets 837 809
1,327 1,297
Agyreyguted umounts reluting to ussociutes
2009 2008
£°000 £'000
Totul ussets 7,426 7,699
Totdl lidbilities (1,217) (1,394)
Revenues 8,880 9.853
Loss before tux (141) (208)

A list of the sighificant investments in subsidiuries und dssociutes, including the name, country of incorporation
und proportion of ownership interest is given in hote ¢ to the Compuny’s sepurate finuncial stutements.

Portmeirion Canudu Inc. has beenh accounted for us an ussociate ds it is independently managed from

Canudu, and hence with 50% share of ownership the Group does not consider itself able to dssert significant
influence or joint control.

18. Inventories

2009 2008
£°000 £'000
Raw Mmauteridls und other consumaubles 1,147 991
Work in progress 498 553
Finished goods 7,139 8,722
8,784 10,266
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19. Trade and other receivables

2009 2008

£°000 £'000
AMmount receivuble for the sule of yoods 6,252 5,680
Allowunce for doubtful debts (283) (244)
Trade receivubles 5,969 5,436
Amounts owed by ussociuted undertakings 381 112
Other receivables 14 86
Prepuyments and uccrued income 671 561

7,035 6,195

Generdlly no interest is churged on receivables; however, there is provision in the Group’s terms und conditions
for interest to be charged on lute payments. The dllowunce for doubtful debts hus been determined by
reference to pust defuult experience und u review of specific customers’ debts us ut the yeur end.

Included in the Group’s frade receivable balance are debtors with a carrying amount of £1,554,000 (2008 —
£1,311,000) which are pust due ut the reporting dute for which the Group has not provided us there has not
been u significunt chunge in credit quality and the amounts are sfill considered recoveruble. The Group does
not hold uny colluteral over these bulances. The average uge of these receivables is 55 duys (2008 — 41 days).

Ayeiny of pust due but not impuired receivables

2009 2008
£°000 €000
30-60 duys 939 918
60-90 duys 558 260
90+ days 57 88
Total 1,554 1311
Movement in the dllowance for doubtful debts
2009 2008
£°000 £'000
Bulance dt the beyinning of the year 244 181
Impuirment losses recoyhised 39 66
Amounts written off us uncollectable - 3
Balance ut the end of the year 283 244

In determining the recoverdbility of a frade receivable the Group considers uny change in the credit qudlity of
the trade receivable from the date credit was initially granted up to the reporting date. The concentration of
credit risk is limited due to the customer buse being lurge und unrelauted. Accordingly, the Directors believe that
there is no further credit provision required in excess of the dllowance for doubtful debfs.
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19. Trade and other receivables continued
Ayeiny of individudlly impuired trade receivubles

2009 2008
£°000 £°000
120+ duys 192 162

Included in the dllowadnce for doubtful debts are individudlly impuired trade receivables with a balance of
£52,000 (2008 - £66,000) which have been pluced info liquidation. The impdirment recognised represents the
difference between the currying umount of these tfrade receivubles und the present vulue of the expected
liguidation proceeds. The Group does hot hold any collateral over these balances.

The Directors consider that the carrying amount of trade aund other receivables upproximates to their fuir value.

20. Cash and cash equivalents

2009 2008
£°000 £000
Cush und cush eyuivalents 5,439 3,938

Cush und cush eyuivalents comprise cush held by the Group und short-term bunk deposits with an original
mauturity of three months or less. The currying amount of these ussets approximates to their fuir value.

21. Borrowings

2009 2008
£°000 £'000
Secured borrowing at amortised cost
Bank louns 1,047 -
Amount due for seftlement within 12 months 284 -
Amount due for seftlement after 12 months 763 -

The Group has two principdadl bank lodns:

a)  Aloun of £215,000 (2008 — €nil). The loun wus taken out on 23 April 2009. Repuyments commenced on
1 May 2009 und will continue until 23 April 2014. The loun is secured onh Group property. The loun cdarries an
intferest rate at 3% ubove 3 months LIBOR.

b) Aloun of £263,000 (2008 - £nil). The loun was taken out on 23 April 2009. Repuyment commenced on
1 May 2009 and will continue until 23 April 2012. The loun is secured on certuin hon-current ussets of the
Group. The loan carries an interest rate at 3% ubove 3 months LIBOR.

The Group ulso hus u revolving credit fucility to provide working capitdl funding secured over certuin current
and hon-current ussets of the Group. This facility was made avdilable on 23 April 2009 und is avdailable until
23 April 2012. This facility was hot being utilised at 31 December 2009 and the unused portion umounted to
£3.475,000.

The Directors consider that the carrying amount of borrowings dpproximates to their fair value.
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22. Derivative financial instruments

2009 2008
£°000 £'000
Financial liabilities carried at fair value through profit or loss
Held for frading derivatives that are not designuted in hedye uccounting relationships:
Foreign currency forward contracts - 2
- 2
Further detuils on derivative financidl instruments are shown in note 32.
23. Other financial liabilities
Trade and other payables
2009 2008
£°000 £000
Trade creditors and uccrudls 4,392 3,635
AMmounts owed to ussociuted undertakings 24 44
Other tuxation und socidl security 462 351
Ofther creditors 250 286
5,128 4,316

Trade creditors und uccrudls principully comprise aumounts outstunding for frade purchuses, ongoiny costs
and indirect taxes. The uverage credit period taken for frade purchuses is 34 days (2008 — 36 duys). For most
suppliers o interest is charged on the frade paydbles from the date of invoice to the end of the following
month. Theredfter, interest may be charged on the outstanding bulances ut various interest rates. The Group’s
policy is to puy dll payubles within the credit timeframe.

The Directors consider that the carrying amount of trade paydbles approximates to their fair value.
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24. Deferred tax
The followiny ure the major deferred tux lidbilities und ussets recoynised by the Group und movements thereon
during the current und prior reporting year.

Acceleruted Retirement Share- Capitdl Other
tax benefit bused gain timiny
depreciution obligutions payment  held over differences Totdl
£'000 £'000 £'000 £'000 £'000 £'000
As ut 1 Junuary 2008 320 (699) 79 281 219 (396)
Charge to income 142 53 27 106 85 413
Chuarge/(credit) to eqyuity - (536) 52 - - (484)
As ut 1 Junuary 2009 462 (1,182) - 387 (134) 467)
Charge/(credit) to income 64 93 ) - 24) 127
Churye/(credit) to eyuity - 71 (20) - - 51
As at 31 December
2009 526 (1,018) (26) 387 (158) (289)

Certuin deferred tux ussets und lidbilities have been offset. The followiny is the andlysis of the deferred tux
bulances (ufter offset) for finuncidl reporting purposes:

2009 2008

£°000 £'000

Deferred tax liabilities 913 849
Deferred tux ussets (1,202) (1,316)
(289) 467)

At the balance sheet date, the Group had ho unused ftax frading or capitdl losses (2008 — £nil) available for
offset uguinst future profits.

Temporary differences arising in conhection with interests in ussociutes aund joint ventures are insignificant.
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25.

26.

Share capital

2009 2008
Number Number
000 £°000 ‘000 £'000
Authorised share cupitdl:
Ordinary shures of 5p educh 15,000 750 15,000 750
Allofted, culled up und fully puid share cupitdl:
Ordinury shares of 5p euch 10,563 528 10,663 528

The murket price of the Compuny’s shares ut 31 December 2009 waus 330.0p per share. During the yeur the
price ranged between 102.5p und 330.0p per share.

The Compuny hus one cluss of ordinary shares which carry ho right o fixed income.

Options grunted to Directors und employees to ucquire Ordinary shares of 5p in the Compuny and still
outstanding at 31 December 2009 were us follows:

Exercise Dates on which
Number frice per exercisuble
of shares share (p) Earliest Latest
The Portmeirion 2002 Share Option Scheme 230,000 345.0 05.04.2010 03.04.2011
The Portmeirion 2002 Share Option Scheme 104,000 260.0 16.04.2011 14.04.2012
The Portmeirion 2002 Share Option Scheme 199,000 197.5 29.056.2012 27.05.2019

Options held by the Directors are shown in the Directors” Remuneration Report on puye 19.

Share premium account and reserves

Share Share-bused
foremium Treusury puayment Retdined
account shares reserve edurnings
<000 £'000 £000 £'000
As ut 1 Junuary 2008 4,820 (1,266) 91 16,864
Profit for the finuncial year — — — 575
Dividends puid - = = (1.456)
Increuse in share-bused puyment reserve - = 55 =
Movement in pension scheme lidbility het of related deferred tax - - = (1.377)
Shares issued under employee share schemes - 64 - )
Deferred taux on shure-bused puyment - - - 52
Purchuse of equity Interest - — - (194)
As ut 1 January 2009 4,820 (1,202) 146 14,353
Profit for the finuncial yeur - — — 2,453
Dividends puid - - - (1,458)
Increuse in share-based payment reserve - = & =
Movement in pension scheme lidbility het of related deferred tux - - - 183
Deferred tux on shure-bused puyment - - - 20
As at 31 December 2009 4,820 (1,202) 159 15,551
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26. Share premium account and reserves continued
The cumulative umount of goodwill written off at 31 December 2009 was £515,000 (2008 — £515,000). The
retauined earhings of £15,5651,000 (2008 — £14,353,000) includes the Group’s share of ussociated undertaukings’
post-ucyuisition reserves of £2,030,000 (2008 — £2,023,000).

The Group currently holds 643,074 (2008 — 643,074) Ordinary shares of 5p edch in treasury.

27. Translation reserve

Translation
reserve
£000
Bulance us at 1 Junuary 2008 457)
Exchange differences on translation of overseus operations 1,860
Balance as at 1 January 2009 1,403
Exchange differences on translation of oversedus operations (773)
Balance as at 31 December 2009 630
28. Commitments
Operating lease arrangements
The Group us lessee
2009 2008
£°000 £'000
Minimum Ledse Payments under operating ledses recoyghised ds an expehse
in the year 1,166 804

At the balance sheet date, the Group had outstanding commitments for future Minimum ledse payments under
non-cuncelluble operuting leuses, which fall due us follows:

2009 2008
£°000 £000
Within one year 1,268 883
In the second to fifth yedrs inclusive 3,836 2,995
After five yeurs 2,140 2,719
7,244 6,597
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28.

29.

30.

Commitments continued

At the balance sheet date, the Group had contracted with tenants for the following future Minimum lease

receipfts:
2009 2008
£°000 £°000
Within one year 117 117
In the second to fifth yeurs inclusive 468 468
After five yeurs 88 205
673 790

Operating leuse puyments represent rentals payable by the Group for certdin of its UK retdil outlets, its UK and
US warehouses, certain UK motor vehicles and its New York offices and showroom. Leuses are heyotiuted on an

individuul busis.

Contingent liabilities

The Compuny hus given a guarantee of up to $600,000 to the landlord of the premises of Portmeirion USA
located in Connecticut, USA. The Company wds dlso party to a cross gudrantee relating to the finance facility

disclosed in hote 21.

Related party transactions

Transuctions between the Group dand its subsidiaries, which are related parties, have beeh eliminated on
cohsolidation und dre hot disclosed in this hote. Transactions between the Group und its ussociates are
disclosed below. Transuctiohs between the Company and its subsidicries and associates are disclosed in hote y

of the Compuny’s finuncial stutements on puye 66.

The transactions during the year with associated undertakings were:

Purchases Purchuses Sales Sdles

2009 2008 2009 2008

£°000 £'000 £°000 £'000

Portmeirion Caunudu Inc. - = 1,624 2,009

Furlonyg Mills Limited 471 534 - -
The outstunding bulances ut 31 December 2009, with ussociuted undertukings were:

Debtor Debtor Creditor Creditor

2009 2008 2009 2008

£°000 £'000 £°000 £'000

Porttmeirion Cunudu Inc. 381 112 - -

Furlonyg Mills Limited - - 24 44
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30. Related party transactions continued

31.

No bulunces were owed to or from the Company by dssociated undertakings.

Sdles to Portmeirion Canadu Inc. are made at prices agreed between Portmeirion Group UK Limited and
Portmeirion Canadua Inc. on an arms length basis.

Purchuses from Furlohy Mills Limited dare made ut prices agreed between Portmeirion Group UK Limited and
Furlonyg Mills Limited. Portteirion Group UK Limited receives u rebute reluted to its level of purchuses from
Furlony Mills Limited.

Severdl of the Directors mude purchuses of yoods from the Group during the yeur on the sume terms us
those avdiluble to dll employees. Totdl purchuses did not exceed £1,000 for any Director in the year or in the
forior yedar.

No Director of the Compuny had d financial inferest in any material confract, other than those for service, 1o
which the Compuny wus u purty during the finuncial year.

The key munugement personnel of the Group ure considered to be the Directors, the remuneration of whom is
set out in the Directors” Remuneration Report on puyge 18.

Pensions
The Group operutes u Group stukeholder pension plan in the UK uand a discretionary money purchase scheme
in the US.

The total cost charged to income of £684,000 (2008 — £714,000) represents contributions paydble to these
schemes by the Group ut rates specified in the rules of the schemes.

The UK defined benefit scheme wus closed to hew entrants and for future accruul of benefits us at 5 April 1999,

For the defined benefit scheme, the most recent friennial valuation was at 5 April 2008. The main actuarial
assumptions used in the valuation were:

Price inflation of 3.70% fer anhum.

Pre-retirement valuation rate of interest of 6.60% per annum.

Post-retirement valuation rate of inferest of 4.60% per annum.

Increases to pehsions in payment of 5.00% per annum oh benefits in excess of the guaranteed minimum
fpension (GMP) earned prior to 6 April 1997 and 3.50% per anhum on pensions edurned ufter 6 April 1997.

e Mortdlity experience bused upon PCAQOO tubles with improvements bused on year of birth and medium
cohort improvements, subject to a minimum level of improvement of 1% per annum.

At the date of the last valuation on 5 April 2008 the market value of the scheme ussets was £19,253,000 aund the
scheme hud u deficiency of £5,397,000.

The Group hus upplied IAS 19 Employee Benefits in full.

The uctuurial valuation of the scheme was upduted us at 31 December 2009 und 31 December 2008 by
yudlified actuaries.
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31. Pensions contihnued
The muajor ussumptions used by the actuaries were:

2009 2008 2007

Rute of increuse in pensions in payment:
Post 06.04.88 GMP 3.00% 3.00% 3.00%
Pre 06.04.97 excess over GMP 5.00% 5.00% 5.00%
Post 06.04.97 pension 3.45% 3.20% 3.30%
Rute of revuluution of pensions in deferment 3.55% 3.30% 3.40%
Rute used to discount scheme liubilities 5.75% 6.10% 5.90%
Inflation assumption 3.55% 3.30% 3.40%

The umount included ih the balunce sheet arising from the Group’s obligations in respect of its defined benefit
scheme is us follows:

2009 2008
Expected Expected
rate of Fair value rate of  Fuir value
Scheme assets return £°000 return £'000
Equities 7.70% 12,825 7.05% 10,429
Bonds 4.50% 6,351 3.85% 5,719
Insured aunnuities 5.75% 301 6.10% 298
Cush 0.50% 158 2.00% 13
Total fair value of assets 19,635 16,459
Present value of defined benefit obligations (23,272) (20,681)
Deficit in the scheme (3,637) (4,222)
Andlysis of the amount charged to operdating profit:
2009 2008
£°000 £'000
Current service cost - -
Past service cost - -
Andlysis of the amount charged fo other fihahce costs:
2009 2008
£°000 £'000
Expected return on pehsion scheme ussets 974 1,163
Interest on pension scheme lidbilities (1,243) (1,322)
Amount charged to other finance cosis (269) (159
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31. Pensions continued
The cumulative umount of uctuarial gains und losses recoghised in the Consoliduted Statement of
Comprehensive Income since udoption of IFRS is u loss of £5629,000 (2008 — loss of £783,000).

Andlysis of the uctuarial guin/(loss) recognised in the
Consolidated Statement of Comprehensive Income:

2009 2008

£°000 £'000
Actuaridl returh less expected returh on pension scheme dssets 2,211 (4.696)
Experience guins und losses urising on the scheme lidbilities - =
Chunges in ussumptions underlying the present value of the scheme lidbilities (1,957) 2,783
Actuarial gain/(loss) recognised in the Consolidated Statement
of Comprehensive Income 254 (1.913)
The busis used to determine the return on scheme ussets is us follows:
Equities — 3.5% premium on the 20 yeur fixed-interest gilt rate of 4.5% less 0.3% for expenses.
Bonds — 20 yeur fixed-interest gilt rate as at 31 December 2009 of 4.5%.
Insured annuities — valued atf the scheme discount rate of 5.75%
Cush — UK buse rate as ut 31 December 2009 of 0.5%.
Movements in the present vulue of defined benefit obligutions were ds follows:

2009 2008

£°000 £'000
At 1 January 20,681 22,676
Service cost - _
Interest cost 1,243 1,322
Actuarial gains und losses 1,957 (2,783)
Benefits puid (609) (534)
At 31 December 23,272 20,681
Movements in the fair value of scheme ussets were us follows:

2009 2008

£°000 £000
At 1 Junuury 16,459 20,178
Expected return on scheme dssets 974 1,163
Actuarial gains and losses 2,211 (4,696)
Contributions by the employer 600 348
Benefits puid (609) (634)
At 31 December 19,635 16,459
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31.

Pensions contfinued
The history of experience adjustments is us follows:

2009 2008 2007 2006 2005
£°000 £'000 £'000 £'000 £'000
Present value of defined benefits (23,272) (20,681) (22,676) (25,104) (21,636)
Fair value of scheme ussets 19,635 16,459 20,178 19,397 17,636
Deficit in the scheme (3.637) (4,222) (2,498) (5,707) (4,100)
Experience udjustment on scheme liabilities
Amount 1,957 (2,783) 3,092 (2,856) (2,826)
Percentuge of scheme lidbilities (%) 8% 13% 14% 11% 13%
Experience udjustment on scheme dssets
Amount 2,211 (4,696) (104) 998 1,828
Percentage of scheme ussets (%) 11% 29% 1% 5% 10%

*  Amounts under UK GAAP.

The estimated amount of contributions expected to be puid to the scheme during the current financial year is
£800,000 (2009 - £600,000).

Subseyuent to the yedr end, in order to reduce the voldtility of the lidbilities of the Scheme the Trustees huve
purchused u bulk annuity policy from Aviva Annuity UK Limited at u cost of £6,990,000. The annuity policy will
be held us un usset of the Scheme and will secure the pehsions in payment us at 28 January 2010. It does hot
include any future increuses to those pensions.

Followiny the decision to close the scheme with effect from 5 April 1999 formal notice wus given to employees
in Junuary 1999. A defined contribution pension scheme commenced on 6 April 1999 for dll eligible UK
employees. This scheme wus closed on 31 October 2002 and wus replaced by d group stakeholder

pension plun,

As at 31 December 2009, contributions of £30,000 (2008 — £57,000) due in respect of the current reporting period
had not been puid over to the UK schemes.

In the United Stutes there was u provision for payments intfo the mohey purchase scheme of £82,000 at
31 December 2009 (2008 — £101,000).
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32.

Financial instruments

Detdiils of the significant accounting policies and methods adopted, including the criteria for recoghition, the
busis of meusurement and the basis on which income and expenses are recoghised, in respect of each class of
financial asset, financidl liability and equity instrument are disclosed in hote 2 to the financial statements.

Financial risk management objectives

Capital management

The Group Munugyes its capital fo ensure that entities in the Group will be dble to continue us goiny concerns
while maximising the returh to stakeholders. The capitdl structure of the Group consists of cash and cash
eqyuivulents, borrowings und equity uattributable to equity holders of the purent, comprising cupitdl, reserves und
retained edarhings us disclosed in hotes 25 to 27.

Credit risk

The Group’s principdl finuncial ussets ure cush, short-term deposits und frade receivables. The Group’s policy
is to pluce funds on short-term deposit with highly rated institutions. Accounts receivuble are monitored closely
und provisions ure mude for bud und doubtful debts where dppropriute. The creditworthiness of customers

is ussessed frior to opening hew uccounts und on u regular busis for significunt customers. The ussessment of
credit qudlity is outlined in note 19.

The Group does hot have uny significunt credit risk exposure to uny single counterparty or any group of
counterpdarties having similar characteristics.

The currying umount of financiul ussets recorded in the finuncial statements, which is net of impuirment losses,
represents the Group’s Muximum exposure to credit risk.

Currency exchange rate risk

The Group has exposure to foreigh currency risk arising from its het investments in and cash flows from overseds
subsidiuries and ussociutes. Its policy in managing this risk is to mMaintain appropriate levels of net ussets in the
overseus compunies and utilise foreign currency forward contracts. The most sighificant risk of exposure to
foreign currency arises from the US Dollar sales made by the UK subsidiary to the US subsidiary. The Group’s het
US Dollur exposure for the coming yeur is not significant. No forward contracts have been pluced for 2010.

The Group enters intfo derivative fransactions only fo munage exposure arising from its underlying businesses. No
speculutive derivutive contfracts ure entered info.

Foreign currency risk management

The Group undertukes certuin transactions denominated in foreign currencies. Hence, exposures to exchanyge
rate fluctuations drise. Exchange rate exposures ure munuyged within approved policy purameters utilising
forward foreigh exchunye contracts.

The cuarrying amounts of the Group'’s foreigh currency denominuted monetury ussets und monetary lidbilities at
the reporting date are us follows:

Lidbilities Assets
2009 2008 2009 2008
£°000 £'000 £°000 £'000
Euro 92 161 602 709
US Dollar 1,877 1,737 5,210 3,638
Cunudiun Dollur - - 85 166
Swedish Kronu 1 - 52 18
Norwegiun Krone - — 118 36
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32.

Financial instruments continued

Foreign currency sensitivity analysis

The Group is mainly exposed to the currencies of Euro, US Dollar, Canadian Dollar, Swedish Krona and
Norweyiun Krone.

The following tuble detdils the Group’s sensitivity to u 10% increuse und decreuse in Sterling aguainst the relevant
foreigh currencies. 10% is the sensitivity rate which represents management’s assessment of the reusonably
possible chunge in foreign exchange rates. The sensitivity andlysis includes only outstanding foreign currency
denominuted monetury items und adjusts their translation at the year end for a 10% change in foreigh currency
rates. A heyutive humber below indicates a decredase in profit and other equity where Sterling strengthens 10%
aguinst the relevant currency. For a 10% weukening of Sterling against the relevant currency, there would be un
eqyuul und opposite impuct on the profit and other equity.

Euro US Dollar Cunudiun Dollar Swedish Kronu Norweyiun Krone
impuct impuct impuct impuct impuct
2009 2008 2009 2008 2009 2008 2009 2008 2009 2008

£°000 £°000 £°000 £'000 £°000 £000 £°000 £°000 £°000 £'000

Profit or loss (46) (50) 19 Q) () (15) (5) @  @10) ©)
Other equity - - (322) (1D - - - - -

Forward foreign exchange contracts

Outstanding contracts

Average Foreign Contract
exchunye rate currency vulue Fair value
2009 2008 2009 2008 2009 2008 2009 2008
Rate Rute CAD’000 CAD’000 £°000 £'000 £’000 €000
Held for tfradiny
(less than 12 months)
Sell Canadiun Dollars (CAD) - 1.8164 - 180 - 99 - (@)

Foreignh currency forward contracts ure meusured using yuoted forward exchange rates und yield curves
derived from quoted interest rates matching maturities of the contracts.

The followiny table detuils the Group’s liquidity andlysis for its derivative financidl instruments.

1 month to 1 yeur

2009 2008
Gross settled £°000 £'000
Foreignh exchunge forward contfracts - 99
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Liquidity risk management
Ultimate responsibility for ligquidity risk munagement rests with the Bourd of Directors, which has built an
appropriate liquidity risk management framework for the munugement of the Group’s short, medium aund
long-term fundinyg and liguidity management requirements. The Group manages liquidity risk by maintaining
adequute reserves und bunking facilities by monitoring forecust und actual cush flows und mutching the
mauturity profiles of financial ussets and lidbilities.

Liquidity and interest risk tables

The followinhy tables detdil the Group’s expected maturity for its non-derivative financial assets. The tables have
been drawn up bused on the undiscounted contractuul muturities of the financial ussets including interest that
will be earned oh those dssets except where the Group anticipates that the cash flow will occur in a different

fperiod.
Weighted Non-
average financial
effective  Less than Over assets/
interest rate 1 month 1-3 months 3 months (liabilities) Total
At 31 December 2009 % £°000 £°000 £°000 £°000 £°000
Financiul ussets - 4,373 1,977 - - 6,350
Other ussets - - - - 19,091 19,091
Cush and cush equivalents 0.5% 5,439 - - - 5,439
Total assets 9,812 1,977 - 19,091 30,880
Shareholders’ funds - - - - (20,486) (20,486)
Borrowinys 4% (24) (48) (975) - (1,047)
Financidl liabilities - (3,910) (1,055) (163) - (5,128)
Ofther liabilities - - - (582) - (582)
Pension scheme deficit - - - - (3.637) (3.637)
Total liabilities and shareholders’ funds (3.934) (1,103) (1,720) (24,123) (30,880)
Cumulative gap 5,878 6,752 5,032 - -
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32. Financial instruments contfinued

Weighted Non-

average financial

effective Less than Over ussets/
interest rate 1 month 1-3 months 3 months (liabilities) Totdl
At 31 December 2008 % £000 €000 £'000 £'000 £'000
Financial ussets - 3,492 2,056 - - 5,548
Ofther ussets - - - - 19,206 19,206
Cush and cush equivalents 1.25% 3,938 - - - 3,938
Total ussets 7,430 2,056 - 19,206 28,692
Shareholders’ funds - - - - (20,048) (20,048)
Financiadl liubilities - (4,086) (113) 17) - 4,316)
Other liabilities - - - (106) = (106)
Pension scheme deficit - - - - 4,222) 4,222)
Totdl lidbilities and shareholders” funds (4,086) (113) (223) (24,270) (28,692)
Cumulative gup 3,344 5,287 5,064 - -

The followihy tables detdil the Group’s remaining confractual maturity for its non-derivative financiadl lidbilities.
The tubles have been drawh up bused on the undiscounted cush flows of financidl liabilities based on the
eurliest dute on which the Group cun be required to pay. The table includes both interest and principal cash
flows. The Group expects to meet its obligations in excess of cush held from operdting cush flows aund proceeds
of maturing finuncial ussets.

Weighted

average Non-

effective Less than Over financial
interest rate 1 month 1-3 months 3 months liabilities Total
% £°000 £°000 £°000 £°000 £°000
Trade und other puydbles - 3,910 1,055 163 - 5,128
Tax liabilities - - - 508 - 508
Borrowinys 4% 24 48 975 - 1,047
Pension scheme deficit - - - - 3,637 3,637
Grant received - - - 74 - 74
At 31 December 2009 3,934 1,103 1,720 3,637 10,394

Weighted

averuyge Non-

effective Less than Over financial
interest rate 1 month 1-3 months 3 months ligbilities Totadl
% £'000 £°000 £'000 £'000 £'000
Trade und other puydbles = 4,086 113 117 = 4316
Pension scheme deficit - - - - 4,222 4,222
Grunt received - - - 104 - 104
At 31 December 2008 4,086 113 221 4,222 8,642
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33. Share-based payments
Equity-settled share option scheme
The Group operates share option schemes for senior managers and Directors. Options are exercisable at a price
eyudl to the average yuoted market price of the Compuany’s shares on the three trading days prior to the date
of the grant. The vesting period is three yeuars. If the options remain unexercised ufter u period of between four
and fen years from the dute of grant the options expire.

Detuiils of the share options outstunding during the yeur are us follows:

2009 2008
Weighted Weighted
Number average Number uveruge
of share exercise of shure exercise
options price options forice
< )
Outstanding as at 1 Junuary 404,199 2.923 740,000 2.416
Granted during the year 199,000 1.975 104,000 2.600
Lapsed during the year (70,199) 1.675 (210,000) 2.342
Surrendered during the year - (195,657) 1.675
Exercised during the year - (34,144) 1.675
Outstunding us ut 31 December 533,000 2.733 404,199 2.923
Exercisuble us ut 31 December - 70,199 1.675

The options outstunding ut 31 December 2009 hud u weighted average remuining contractudl life of 4.5 years
(2008 - 2.2 yeurs). In 2009, options were grunted on 28 May 2009. The uggreyute of the estimated fair value of
those options is £54,874. |n 2008, options were granted on 15 April. The agyreyute of the estimated fair value of
those options is £21,207.

The inputs info the Black-Scholes pricing model are as follows:

2009 2008
Weighted averuyge share price at date of grant £1.925 £2.50
Weighted uverage exercise price £1.975 £2.60
Expected voldtility 33% 19%
Expected life 6.5 years 3.5 yeurs
Risk-free rate 3.96% 4.03%
Expected dividend rate 7.64% 5.88%

Expected voldtility wus determined by culculating the historicul voldtility over the previous 6.5 yeurs. The
expected life used in the mModel ussumes that the options will be exercised on uverayge hulfway through the
period during which they can be exercised.

The Group recognised total expehnses of £13,000 and £55,000 related to equity share-bused payment
fransuctions in 2009 und 2008 respectively.

62 | PORTMEIRION GROUP PLC



Compuny Bulunce Sheet
us ut 31 December 2009

PORTMEIRIONGROUP

2009 2008

Notes £°000 £°000 £000 £°000
Fixed assets
Investtents in subsidiary undertakings 1,455 1,455
Current assets
Debtors — dll of which fall due ufter more thun one year dl 10,911 10,911
Creditors: umounts falling due within one yeur [e] (3.,424) (3.867)
Net current assets 7,487 7,044
Net assets 8,942 8,499
Capital and reserves
Cudlled up share cupital 528 528
Shaure premium uccount [f 4,820 4,820
Other reserves 197 197
Treusury shares (1,202) (1,202)
Shure-bused puyment reserve [f] 159 146
Retuined eurninys [£]1 4,440 4,010
Shareholders’ funds 8,942 8,499

These finuncidl stutements were upproved by the Bourd of Directors und authorised for issue on 22 March 2010. They

were sighed on its behdlf by:

L.F. Bryan
B.W.J. Phillips

} Directors
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Compuny Reconciliation of Movements in

Shareholders’ Equity
for the yedr ended 31 December 2009

2009 2008

£°000 £'000
Opehinyg bulunce 8,499 5212
Profit for the year 1,888 4,825
Dividends puid (1.,458) (1,456)
Shures issued under employee share schemes - 57
Increuse in shure-bused puyment reserve 13 55
Purchuse of equity interest - (194)
Closing balance 8,942 8,499

Equity comprises share cupitdl, share premium, equity reserves, treusury shares and retained edrnings.
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a. Significant accounting policies
Basis of accounting
The sepurate financial statements of the Company dre presented as reqyuired by the Compunies Act 2006. They
have been prepured under the historicul cost convention und in uccordunce with applicuble United Kingdom
Accounting Stundurds und law. The principul accounting policies ure summarised below. They have dll been
upplied consistently throughout the yedr and the preceding year.

Investments
Fixed asset investments in subsidiaries and ussociates are shown at cost less provision for impuirment.

b. Profit for the year
As permitted by section 408 of the Compunies Act 2006 the Company has elected hot to present its own profit
and loss uccount for the year, The Compuny reported a profit for the finuncial yeur of £1,888,000
(2008: £4,825,000). The auditors’ remuneration for audit and other services is disclosed in hote 9 to the
consoliduted finuncial statements.

c. Fixed asset investiment
Subsidiary undertakings:

2009 2008
£°000 £'000
30,000 Ordinury shares of €1 euch in Portmeirion Group UK Limited
representing 100% of the issued share cupital ut cost 47 47
100 Ordinary shares of ho par value in Naugatuck Triangle Corporation
representing 100% of the issued share capital at cost 1,408 1,408
1,455 1,455

There have been no udditions or disposals of subsidiaries in the year nor provisions for impairments.
At 31 December 2009 the Compuny had the following subsidicary and dassociated undertakings:

Country of operaution

und incorporation Nature of business
Subsidiary undertakings
Portmeirion Group UK Limited England aund Wuales Pottery manufacturer, marketing and distribution
(formerly Portmeirion Potteries Limited) of pottery und uccessories
Portmeirion Finunce Limited Enygland und Wuales Dormunt
Portmeirion Enterprises Limited *  Ehglaund und Wales Intermediute holding compuny
Portmeirion Distribution Limited * Ehyland und Wales Dormaunt
Portmeirion Services Limited * England und Wules Dormaunt
Naugutuck Triangle Corporation USA Intfermediute holding compuny
S. P. Skinner Co., Inc. T USA Marketing und distribution of pottery and uccessories
Associdated uhdertakings
Portmeirion Cunudu Inc. Cunudu Marketing und distribution of pottery and uccessories
Furlong Mills Limited England aund Wuales Suppliers aund millers of clay

The compunies ure incorporuted in England und Wales und reyistered in England und Wales except where stated.
The share cupitdl of dll subsidiary undertakings consists solely of ordinary shares. The Group holds 100% of the
share cupitdl of dll subsidiaries, 50% of the ordinury share cupital of Porteirion Canuda Inc. and 27.58% of the
ordinary share cupital of Furlong Mills Limited. Furlong Mills Limited supplies Portmeirion Group UK Limited with dill
of its clay raw materidls.

* Wholly ownhed by Portmeirion Group UK Limited.
T Wholly owned by Naugatuck Triungle Corporation.
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d. Debtors
2009 2008
£°000 £'000
Louns owed by subsidiary undertakings falling due after more than one year:
Portmeirion Group UK Limited 10,146 10,146
Portmeirion Enterprises Limited 705 705
Portmeirion Distribution Limited 60 60
10,911 10,911
e. Creditors
2009 2008
£°000 £000
Amounts fdlling due within one yeur:
Amounts owed to subsidiary undertaking, Portmeirion Group UK Limited 3,323 3,713
Other tuxation und socidl security 6 6
Other creditors 43 44
Corporution tux 52 104
3,424 3.867
f. Share capital, share premium account and reserves
Detdiils of share capitul are disclosed in hote 25 to the consoliduted financial statements.
The movements on the share premium uccount und other reserves ure shown below.
Share-
Share bused
premium Other Treasury puyment Retuined
account reserves shares reserve eurninygs
£'000 €000 £'000 £'000 £'000
As ut 1 Junuary 2008 4,820 197 (1.266) 91 842
Profit for the financial year - = = = 4,825
Dividends puid - - = = (1.456)
Increuse in share-bused puyment reserve - - = 55 =
Shares issued under employee shure schemes - - 64 = )
Purchuse of equity interest - - = = (194)
As ut 1 Junuary 2009 4,820 197 (1.202) 146 4,010
Profit for the financial year - = = = 1,888
Dividends puid - - = = (1.,458)
Increuse in share-bused puyment reserve - - = 13 =
As at 31 December 2009 4,820 197 (1,202) 159 4,440

g- Related party transactions
During 2009 transuctions totulling £390,000 were debited (2008 — £3,365,000 debited) to the intercompuny
account with the Compuany’s subsidiary, Portmeirion Group UK Limited. These transactions were payments and
receipts mude on behdlf of the Compuny by Portmeirion Group UK Limited, u tax adjustment, an intergroup
dividend und the transfer of the share bused puyment reserve.

The outstunding bulunces with subsidiury undertukings ut 31 December 2009 und 31 December 2008 ure shown
in notes d und e ubove. The louns owed by subsidiury undertukings ure not considered to be repuydble within
ohe yedur.
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CONSOLIDATED INCOME STATEMENT INFORMATION
Years ended 31 December

2005 2006 2007 2008 2009
£'000 £'000 £'000 £'000 £°000
Revenue 27,552 28,422 32,017 31,838 43,165
Profit before taxation 1,380 2,687 4,419 1,090 3,718
Tuxution @17) (938) (1,393) 615) (1,265)
Profit attributable to equity holders
of the parent 1,063 1,749 3,026 575 2,453
Edarnings per share 10.57p 17.81p 30.77p 5.81p 24.73p
CONSOLIDATED BALANCE SHEET INFORMATION
At 31 December
2005 2006 2007 2008 2009
£°000 £'000 £'000 £'000 £°000
Capital employed
Non-current ussets 6,748 9.390 8,767 8,041 9,622
Current ussets 17.450 18,477 18,919 20,651 21,258
Current liubilities (3.080) (6.574) (4,608) (4,318) (5,920)
Provision for liubilities 43) - - - -
Non-current liabilities* (2,870) (6,707) (2,498) (4,326) (4,474)
18,205 16,586 20,580 20,048 20,486
Financed by
Cudlled up shure cupitdl 521 523 528 528 528
Share premium account und reserves 17.684 16,063 20,052 19.520 19,958
18,205 16,586 20,580 20,048 20,486

The amounts disclosed for 2005 ure stated on the basis of UK GAAP.
* The pension deficits disclosed us hon-current liabilities for 2005 ure showhn het of related deferred tux. The deficits

included in hon-current liabilities for 2006, 2007, 2008 und 2009 ure showhn gross (i.e. before the deduction of reluted
deferred tux) us required under IFRS.
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Compuny Information

Board of Directors

Richard J. Steele BCOM FCA CTA Non-executive Chuirman
Lawrence F. Bryan BA Chief Executive
Michuel Hayhes MCIM Group Sules & Marketing Director
Brett W.J. Phillips BSc ACA Group Finunce Director
Burbura Thomus Judye BA JD Non-executive Director
Janis Konyg BSc OBE Non-executive Director
Secretary

Brett W.J. Phillius BSc ACA

Registered Office and Number
London Roud

Stoke-on-Trent ST4 7QQ

Tel: +44 (0) 1782 744721

Fax: +44 (0) 1782 744061
www.portmeiriongroup.com
Reyistered Number 124842

Auditors

Mazars LLP
Lancuster House

67 Newhull Street
Birminghum B3 1ING

Nominated Adviser and Stockbroker
Seymour Pierce Limited

20 Old Builey

London EC4M 7EN

Solicitors

Pinsent Masons LLP KJD

3 Colmore Circus Churchill House

Birminghum B4 6BH Regent Roud
Stoke-on-Trent ST1 3RQ

Registrars

Cuapita Reyistrars
Northerh House
Woodsome Park, Fenay Bridge
Huddersfield HD8 0GA
Tel: 0871 664 0300* (UK)
+44 (0) 208 639 3399 (Outside UK)
Fax: +44 (0) 208 639 2220
Emuiil: ssd@cupitareyistrars.com
WWwWw.Cdupitdareyistrars.com
* Cdills cost 10p per minute plus hetwork extras. Lines open
between 8:30 um und 5:30 pm, Monhduy — Friday excl. bunk holidays

Financial PR Advisers

Pelham Bell Pottinger

12 Arthur Street

London EC4R 9AB

Tel: +44 (0) 207 337 1500

Fax: +44 (0) 207 337 1550

Emuail: pr@pelhumbellpottinger.co.uk
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Finauncial Cualendar

Annual General Meeting May
Interim Report August
Dividends

Intferim announced August
Puid October
Final ahnounced March
Puid May

UK factory shops

Bridgend, Colne, Lonygton, Mansfield, Stoke-on-Trent, Street, Swindon, Trentham, Walsall

Portmeirion Group Patterns

Portmeirion Spode

Birds of Britain (USA Only) Asymmetry

Botdhic Blue Bakihg Days

Botdahic Gardeh Blue Italian

Botdhic Roses Christmas Rose

Compleut Ahgler (USA Only) Christmus Tree

Crazy Duisy Juduicu

Eden Stufford Flowers

Juicy Lucy Stafford White

Liquid Woodland

Pomonha

Sophie Cohranh for Portmeirion

The Holly and The Ivy Royal Worcester

The Showmanh Classic White

The Very Huhgry Caterpillcr Corinth Platinum

White Ouk by Sophie Conran for Portmeirion Eveshum Gold
Howard Blue

Portmeirion Originals Mondco Platinum

A Christmuas Story

Secret Garden

Watercolour Pimpernel

Placemuts, Cousters, Trays & Accessories, Mugys,
Children’s dinherwdare & cutlery, Bamboo

Detdiils of Portmeirion Group stockists worldwide can be found oh our website www.portmeiriongroup.com

This document is printed on Revive 50:50 Silk, u puper mude using 50% recovered wauste and 50% virgin fibre.
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