FINANCIAL HIGHLIGHTS

2003 2002 CHANGE
SALES FROM CONTINUING OPERATIONS £341M £330M +3%
PROFIT BEFORE TAX £11.4M £10.2M +12%
PROFIT FROM CONTINUING OPERATIONS
BEFORE ALL EXCEPTIONAL ITEMS £13.8M £12.4M +11%
BASIC EARNINGS PER SHARE 29.34P 27.42P +7%
EPS FROM CONTINUING OPERATIONS
BEFORE ALL EXCEPTIONAL ITEMS 38.02P 34.61P +10%
DIVIDEND MAINTAINED 21P 21P
BORROWINGS REDUCED £48.3M £63.4M -£15.1M
DISPOSAL OF LAST NON CORE BUSINESS
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03 CHAIRMAN’S STATEMENT

Cameron McLatchie
Chairman

COMPLEX PRINTED
CO-EXTRUDED POLYTHENE
SACKS FOR PACKING
CHIPPED BARK AND OTHER
HORTICULTURAL PRODUCTS
FOR DECORATIVE AND
LANDSCAPING PURPOSES

BPI REPORT AND ACCOUNTS 2003

We indicated in our Annual Statement last year that we were faced with difficult trading
conditions and considerable increases in costs for pensions and national insurance
contributions. | am now pleased to report that despite these challenges we have produced
results at the top end of your Board’s expectations for 2003. This ability to deliver respectable
returns, in difficult conditions, reflects the underlying strengths of our business, particularly
the skill and commitment of our employees.

RESULTS

On continuing sales of £341 million (2002 - £330 million), our operating profit from continuing
operations and before exceptional costs rose to £17.4 million (2002 - £16.6 million). The
operating profit from continuing operations, after an exceptional operating cost, was £16.6
million (2002 - £14.5 million). This exceptional operating cost was a provision of £0.8 million
for the closure, previously announced, of our polythene damp proof course site at Witney.

Our disposal programme produced a non-operating exceptional loss of £2.0 million. This
represented a gain on sales of property and our paper bag business of £1.2 million, offset by
a charge of £3.2 million for goodwill previously written off to reserves.

After a reduction in interest costs from £4.2 million to £3.6 million, the profit before tax was
£11.4 million (2002 - £10.2 million). The profit before tax and all exceptional items increased
7% to £14.2 million {2002 - £13.3 million). The profit before tax and all exceptional items on
continuing operations increased 11% to £13.8 million (2002 - £12.4 million). On continuing
operations, diluted earnings per ordinary share, before all exceptional items, increased by
nearly 10% to 38.02p (2002 - 34.61p).

DIVIDEND

The Board is recommending a maintained final dividend, giving a total for the year of 21p per
share. The recommended final dividend of 14p per share for the year ended 31 December
2003, is payable on 14 May 2004, to shareholders on the register at the close of business on
12 March 2004.

CASH FLOW, BORROWINGS & SHAREHOLDERS' FUNDS

We have continued to significantly reduce our debt. Our year end borrowings at just over

£48 million represent a reduction of around £15 million on the borrowings at the end of 2002.
Of this, some £7.5 million was the cash received from the sale of Welton Bibby & Baron, our
paper bag operation, and the balance is retained profit and improvements in working capital.
Interest cover remained sound at nearly five times.

Our net cash spend on fixed assets for the year at £13.4 million was some £1 million less
than depreciation. Several large projects fell for payment in January 2004, and we currently
envisage that for 2004 our cash spend will be around £16 million.

GROUP PENSION SCHEME

Your Board will continue to inform employees and shareholders as to the state of the Pension
Scheme, as it is obviously a matter of concern to all of us that the scheme is in deficit. In
2003 the Group substantially increased employer contributions to the Scheme and those
employees who are members of the Scheme agreed to a change in the definition of
pensionable earnings and an increase in their contributions by 1% from January 2004. At the
same time, although there was an increase in market valuation of our Scheme'’s assets,
movements in inflation rates and bond yields have reduced this benefit.

Under FRS17, this has reduced the net deficit in the Scheme, as at 31 December 2003,
to £25 million, an improvement of some £6 million from the £31 million calculation at
31 December 2002.

GROUP DEVELOPMENT & STRATEGY

As we indicated in our Interim Statement, we announced on 20 June, the disposal, to an
in-house management team, of our last significant non-core business, Welton Bibby &
Baron; a converter of paper bags based in Midsomer Norton. The total cash consideration
was £7.5 million.

The business had a turnover of £20.8 million in 2002 and made an operating profit of £0.9
million. In the six months to 30 June 2003, turnover was £9.4 million and the operating profit
was £0.4 million. While the impact on earnings per share was slightly negative, the business
had no long term fit with the Group.

At the time of this disposal, we indicated that our focus would continue to be on improving
the operating performance of our core polythene film and bag businesses and making
selective acquisitions that complement our existing businesses. Acquisitions of this type
were made regularly in the early 1990’s and proved to be an excellent fit for the Group’s
business profile; but shareholders should not expect them to be available with the frequency
of that earlier period.
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In November, we announced the closure of our polythene damp proof course manufacturing
facility in Witney, where we had come to the end of our lease. It became clear that finding
suitably located alternative accommodation in the Witney area would be extremely expensive
and we took the decision to move this operation to our site at Heanor in Derbyshire, thereby
consolidating two recycling operations on that site. A charge of £0.8 million has been made in
the 2003 accounts to cover the closure and transfer costs. There will be some operational
disruption and plant outage in the course of the move which will be complete by the middle of
2004, but we expect annual savings of £0.4 million, most of which comes from rental savings
and consolidation of site costs.

BOARD CHANGES

As | indicated last year, the Board appointed John Langlands as Chief Executive, Anne
Thorburn as Group Finance Director and | remained as Chairman. These changes are
working well. As indicated last year, because | was previously Chief Executive, | intend to
continue to put myself forward for re-election on an annual basis.

It is with considerable regret that the Board has accepted the decision of Laurence Coppel
not to seek re-election as a director at the forthcoming AGM. Laurence joined our Board in
July 1989, at the time of our merger with Alida Holdings PLC, where he had been a director
since 1986. Laurence continued as a director of Singer & Friedlander until 1991 and brought
his considerable experience in corporate finance to Alida, where he had acted as an adviser
since 1970. This experience, combined with over thirty years exposure to the packaging
industry, has allowed Laurence to provide incisive comment on many of the issues facing the
Group. His support and understanding during the hostile bid in 2000 was invaluable and he
has remained independent and objective throughout his time on the Board.

CHINA

Ten years ago we entered into a joint venture agreement to build a plant in Xinhui, in
Guandong Province in the Peoples Republic of China for the production of retail carrier bags.
Some years into the joint venture, we amicably bought out our initial joint venture partner
when their strategy went in another direction, and we currently own 95% of the equity, with
the balance held by other local interests who assist us in running this operation.

This plant has now been in operation for almost nine years and, with a staff of 200, currently
produces some 10,000 tonnes of polythene bags, annually.

When we agreed to sell our UK retail bag business to Bunzl plc three years ago, we continued
to supply Bunzl with product from this plant, but on a reducing scale. During 2003 retail bags
comprised less than half of the output of the Xinhui plant and we have successfully
diversified it into other converted products.

We are now in the process of expanding this operation to increase the tonnage extruded and
to further diversify the product range. We expect to see this increased capacity starting to
come on stream towards the end of this year. We have every confidence that the next stage
will be as successful as the existing operation which is a tribute to all who have been
involved, both in the UK and the Far East.

In December, | visited our Xinhui factory to celebrate the tenth anniversary of the original
agreement and to agree to the next expansion. In recognition of the impact the business has
had on the local community, | was awarded Honorary Citizenship of the City of Xinhui. We
were the first foreign investor in the area and this is the first time that a European business
has been recognised in this way. It reflects well on the relationship which we have with the
local community and our staff in this fast expanding area.

EUROPEAN COMMISSION INQUIRY

We are still not in a position to assess the quantum of any penalties that may result from any
historical anti-competitive actions and, as we indicated previously, shareholders should not
expect an early resolution of these issues.

As previously reported, we have implemented a rigorous compliance programme aimed at
ensuring that all of our Group activities are compliant with all competition regulations. This
programme continues to operate effectively.

OUR PEOPLE
The number of people employed by the Group at the year end dropped to 3050, down by over
270 from a year ago and by 2200 from our peak of 5250, some 6 years ago.

This reflects the trend of closing or disposing of activities in the UK which are non-core or
labour intensive and subject to import penetration. We do not anticipate any further
significant closures or disposals, but do envisage further improvements in efficiency through
investment.

My thanks, and those of the Board go to all our employees for effecting the changes
necessary to maintain our business at the forefront of our industry.
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Cameron McLatchie
Chairman
1 March 2004
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TRADING FOR 2003 AND PROSPECTS FOR 2004

In 2003, the rate of exchange with the euro stopped moving against us. Aggressive
competition still remains, but the increases in price levels for commodity products made in
the euro zone now permit us to compete on a fairer basis.

During the year our overall volumes of polythene products increased by some 1.5% and much
of this growth came from stretchfilm and refuse sacks, commodity products exposed to euro-
competition. This modest growth in tonnage masks a much healthier growth in metres and
units manufactured as our product gets thinner and tougher. Our heavy duty sack operations
now produce almost double the number of units they did 15 years ago but the tonnage is very
similar.

At the time of our pre-close statement, we indicated our concerns over the possibility of raw
material price increases in the first quarter of 2004. These concerns have proven justified
and we are in the process of communicating the severity of these increases to our customers
as we are informed by our suppliers. Given that we do not have the ability to hold high
physical stocks and there is not currently a futures market in polyethylene, this will inevitably
result in margin compression during the first half of the year as we seek to pass through
these increases to our customers.

Excluding the raw material issue, the year has started well and we expect to see the benefits
of recent years’ capital investments coming through. This should help mitigate some of the
short term margin difficulties and, as polymer prices stabilise, we should see margins
restored on higher volumes.
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John Langlands
Chief Executive

PALLET OF PAVING BLOCKS
WRAPPED USING 4 SIDE

PRINTED STRETCH HOODING.

THIS METHOD OF PACKING
COMBINES BRAND IMAGE

WITH STABLE AND ENERGY
EFFICIENT PACKAGING
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SUMMARY
Operating profits improved over 2002 despite continued challenging conditions as we benefited
from higher volumes and the strengthening of the euro against sterling.

Volume sales of our core polythene products increased by 1.5% to 335,000 tonnes despite
continued downgauging as our products become thinner. We again saw strong growth in
silage stretchwrap, refuse sacks and packaging stretchwrap.

Market conditions remained extremely competitive with intense price pressure in some
sectors. We did see some benefit from the strengthening of the euro against sterling,
particularly in our pan European products like stretchwrap.

Demand was irregular throughout the year, particularly in those sectors supplying to UK
manufacturing and the mainland European economy.

The polymer cycle became shorter as we experienced two upward price spikes within the
financial year. Polymer prices increased significantly in the first half before falling back only
to rise again after the summer. Despite some competitors predicting that the price would
again ease back, it held during the last quarter and has risen again in quarter 1 of 2004.

During 2003 we had to absorb increased costs which we advised last year for pensions and
national insurance contributions, and also incurred higher general insurance premiums yet
again.

Overall the business produced a good performance in difficult conditions.

DISPOSALS AND RESTRUCTURING

In June 2003 we sold our last non core business, Welton Bibby & Baron, a manufacturer of
paper bags. This business had performed well but had no long term fit with the rest of the
Group.

In November we announced the transfer of manufacturing of our damp proof course
business from Witney to Heanor. This was necessary as our lease was due to expire in early
2004 and the landlords wanted to develop the property. The transfer of the business to
Heanor will enable us to reduce site costs and consolidate some of our recycling operations.
A sales office has been established in the Witney area to retain key employees and provide
continuity of customer contact.

CAPITAL EXPENDITURE

Capital expenditure was again just below depreciation as we continued to invest for new
products, additional capacity for growth products, product differentiation and production
efficiencies.

In Stretchfilms expenditure increased capacity for silage stretchwrap, hand rolls in
packaging stretchwrap and agricultural and horticultural films. In Films substantial
investment was authorised to increase co-extrusion capacity and an eight colour printing
press for printed shrink was delivered just before the year end. Recycled Products saw
further investment in additional lines for retail refuse sacks at Heanor, together with
automated packing machinery. At Formipac another eight colour printing press was installed
for supplying printed film to the food industry. In Industrial a recycling unit was installed at
our plantin The Netherlands and an eight colour printing press ordered for delivery in 2004.
Consumer had further investment in slitting capacity as the business increased volumes of
film on the reel.

ENVIRONMENTAL LEGISLATION

This year has seen increased discussion on the possibility of introducing taxes or
environmental levies on plastic carrier bags. While our involvement in the manufacture

of carrier bags is now minimal we are concerned at the attempts to justify the proposals on
environmental grounds, with little scientific support. We can clearly demonstrate that there
would be no overall environmental benefits and indeed the environment would be worse off.

Plastic film continues to represent a minute proportion of UK waste and we continue to
support the correct waste hierarchy of Reduce, Reuse and Recover before considering the
final solution of Disposal. We have therefore continued to invest in recycling and are the UK’s
leading recycler of plastic films with over 70,000 tonnes of capacity.

We have been strong supporters of government initiatives including the Packaging Waste
Directive, but now see some difficulties ahead.
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RETAIL POTATO PACK IN NEW
GENERATION PHYTO FILM 16™
MATERIAL WHICH CAN BE USED
ON ALL TYPES OF FORM FILL

& SEAL EQUIPMENT
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The collapse of the PRN market brought the Group low-cost compliance in 2003 but had
implications for our recycling business. The reported volumes of UK plastic reprocessing
continued to suggest exceptional levels of growth in activity and it was this which sent plastic
PRN prices down to single figures in 2003. It is clear that this data is inaccurate and reflects
substantial misuse of the PRN system. The government acknowledged this by adjusting the
plastic reprocessing figures for 2002 downwards by 64,600 tonnes (16%). Whilst we applaud
the new Environment Minister’s recognition that a further investigation is required into the
plastics reprocessing sector we would urge the government to take action quickly. Without
it there will be little incentive to invest in plastics reprocessing and the ability to meet the
new government targets from 2004 to 2008 and to maintain a stable low-cost market for
compliance will be placed seriously at risk.

New regulations on Agricultural waste are to be introduced in the future and as a major
recycler of agricultural plastic film in the UK and founder member of the original Farm Films
Producer Group, we urge the government to bring forward a legislative solution.

bpi.stretchfilms

¢ Sales Volumes - 78,000 tonnes
e Five UK Manufacturing sites

e One Sales Office in Ireland

e 400 Employees

This business is a market leader in the sale and manufacture of silage stretchwrap products
with sales to the UK, Ireland, Scandinavia, Australasia and the Americas. The business also

sells and manufactures a range of packaging stretchwrap products, including cast machine

rolls and blown hand rolls, and agricultural and horticultural products.

Total silage stretchwrap sales were 5% ahead of 2002, despite the hot dry summer in the

UK, which limited sales in the second half. Margins saw some small benefits from the strength
of the euro. Silotite, our top brand, continues to be widely recognised and viewed as a top
quality silage product trusted by farmers throughout the world.

Pallet stretchwrap sales were 4% ahead and sales of cast film are at capacity, with the large
five layer cast line commissioned in 2001 now completely full and running to expectations in
terms of output levels. While competition from Europe remained intense we did benefit from
the strength of the euro.

Volume sales in agricultural and horticultural films were similar to 2002 but with growth in
niche product areas as we continue to develop some very specialised products.

bpi.films

¢ Sales Volumes - 54,000 tonnes
e Four UK manufacturing sites

¢ 280 Employees

This business manufactures and sells collation shrink film and high quality films sold mainly
for conversion.

Continued downgauging and intense price competition, combined with low demand from the
converter sector at both the start and end of the year, resulted in a small reduction in overall
sales volumes.

Pricing pressure in collation shrinkwrap has remained intense throughout the year and we
have refused to follow the market downwards towards price levels which we regard as
unsustainable.

The major bpi.films sites received accreditation in 2003 for the British Retail Consortium food
packaging hygiene standard and all sites should be accredited by the end of the first quarter
of 2004.

We have authorised capital expenditure to increase co-extrusion capacity at Sevenoaks,
Bromborough and Brampton to enable the business to provide improved films that are
stronger, thinner and more technically advanced to meet our customers increasing
requirements.

We have also made a major investment in an eight colour printing press to expand our
presence in the printed shrink market. This printing press will be situated at our consumer
printing site in Worcester, but will service the printed shrink market through our films
business. Strong interest has been shown by our customers and we remain confident

that we will quickly fill the additional capacity.



0
o
<
om
(]
(=
(=)
LL
-
(2]

L




10 OPERATING REVIEW

PACKAGING SERVICES HAVE
LAUNCHED A NEW WEB SITE,
polysupplies.com, TO PROVIDE
CUSTOMERS WITH A QUICKER
AND MORE CONVENIENT WAY
TO PLACE ORDERS
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bpi.recycled products

e Sales Volumes - 83,500 tonnes

e Seven Manufacturing Sites in the UK
e One Manufacturing Site in China

e One UK Sales Office

e 760 Employees

Recycled Products is the leading recycler of plastic films in the UK, with an annual recycling
capacity of nearly 60,000 tonnes. The business manufactures and sells construction films,
refuse sacks, aprons and rigid products.

Construction volume sales were ahead of 2002 due to good growth from our major builders
merchants’ customers and exports to certain countries. Sales of specification products,
including gas barrier membranes, continued their growth and were over 20% ahead of 2002.

Refuse sack sales increased by 5% over 2002 as we won more business in the retail sector.
Investment in further refuse sack lines and automated packing machinery at Heanor completed
the transition of this site from retail carrier bag production to refuse sack manufacture.

Investment was also made at Heanor to enable the use of poorer quality scrap, thereby
increasing the sources of available scrap. The move of damp proof course manufacture from
Witney referred to earlier, will enable the consolidation of two of our recycling operations,
resulting in reduced costs and improved efficiencies.

The plant in China performed well as we continued to phase out production of carrier bags.
We see further development opportunities for this well established plant and are currently
considering plans for an extension to the factory and an expansion in the range of products.
While the majority of production will continue to be sent to the UK, the new products may
involve sales in China and to North America.

bpi.packaging services

® Sales Volumes - 23,000 tonnes
e Five UK Manufacturing Sites

e Two Sales and Distribution Sites
e 380 Employees

This business involves the manufacture and sale of 23,000 tonnes of product and the supply
of a wide range of packaging products, some produced within the Group and others sourced
from external suppliers. The total sales portfolio includes general packaging materials,
shrinkfilms, general purpose bags, overlap films, construction films, packaging stretchwrap,
rigid products, ondaboard and various niche products.

Despite some erratic demand, overall volumes were in line with 2002 as we supplied our
various end user markets including furniture, bedding, building products, food and drink,
white goods and hair care.

Despite the continued difficult trading conditions most manufacturing sites continued to
perform.

Investment was made at Flint to enable us to gain accreditation for the BRC food packaging
hygiene standard during 2004 and allow us to service the more demanding sectors of the
food and pharmaceutical industries.

A new line has been installed to develop air cushion material and demand looks strong.

Sales at our merchant business were in line with 2002 with strong growth in ondaboard and
Ecowrap, a pre-stretched stretchwrap product.

bpi.formipac

e Sales Volumes - 29,000 tonnes

e Two Belgian Manufacturing Sites
e 200 Employees

This business specialises in the manufacture and sale of high quality printed film, mainly for
the food industry, form fill & seal films, industrial films and silage and packaging stretchwrap
products.

Volumes moved ahead of 2002 with a good increase in sales of silage stretchwrap, as our new
Silotite high speed silage film was well received by the market.

Sales of form fill & seal film were steady and sales of printed film were strong in the second
half as our new eight colour printing press came on stream. The installation of sprinkler
systems in both factories was completed and at Zele the incineration equipment for VOC
abatement for our printing process became fully operational ensuring compliance with
local environmental legislation.
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HEAVY DUTY SACKS
FOR HORTICULTURAL
PACKAGING
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bpi.industrial

* Sales Volumes - 68,000 tonnes

e Two UK Manufacturing Sites

¢ One Manufacturing Site in The Netherlands
¢ Sales Offices in Ireland and France

e 650 Employees

The business specialises in the production and sale of heavy duty sacks and films for use in
the chemical, construction, animal feed, horticulture and fertiliser industries.

At the start of 2003 the Stockton film business was transferred to bpi.industrial to provide
greater product focus and enable the supply of a full range of industrial products to key
sectors, including building and peat, through one business.

Overall sales were in line with 2002 with strong demand from The Netherlands offsetting
lower demand from horticulture and animal feeds in the UK and Ireland.

Indupac, our business in The Netherlands, saw strong demand but pressure on margins. The
new recycling unit was installed and a new eight colour printing press is due for delivery in
the first half of 2004.

In the UK and Ireland reduced demand from horticulture and animal feed resulted in lower
sack volumes. Film volumes at Stockton increased as we secured sales of our new products,
including horticultural stretch hooding and a four sided printed stretch hood for the
brick/block industry.

bpi.consumer

e Turnover £24 million
¢ One UK Site

e 320 Employees

As reported earlier, our paper bag business was sold in June 2003. Our remaining consumer
business supplies printed polythene packaging to the consumer markets.

Our VMB business at Worcester increased sales by 14% as we consolidated our customer
wins from 2002 in the bread bag sector and increased sales in the MAP market in fresh
produce. The business benefited from the additional eight colour printing press delivered in
November 2002 and increased investment in slitting capacity as potato packaging has moved
from bags to film on the reel. A new generation film material was introduced which can be
used on all types of form fill & seal equipment. The business continues to succeed in a
competitive market due to its excellent customer service and supply chain management.

MANAGEMENT CHANGES

Following the successful integration of our two Belgian sites at Zele and Roeselare into the
Formipac business, we are now able to take the next step and create a bpi European business
to provide a focused service to our customers in mainland Europe. Michael Huyghe, currently
Managing Director of our Belgian business, will assume responsibility from 1 April 2004 for
Indupac, our industrial sack business based at Hardenberg in the The Netherlands. This will
enable our businesses in The Netherlands, Belgium and France to work more closely together
and provide opportunities to offer a broader range of products to our European industrial
customers.

OUTLOOK

Our restructuring, including disposal of non core activities, is broadly completed. Our
businesses are fully focused, with experienced management and the resources in terms
of a skilled workforce, modern equipment and finance to deliver growth in volumes and
operating profits. The immediate outlook remains challenging as we have seen polymer
prices increase steeply in the first few months of 2004 and this will result in some margin
compression. We remain confident that, over the medium term, we can build on the strong
foundations we have established over the last few years as the business has been
successfully restructured.
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Anne Thorburn
Group Finance Director

BPI.FILMS CONTINUES TO
INVEST IN THE U.K. SHRINK
MARKET. NEW CO-EXTRUSION
LINES AND DEDICATED
PRINTED SHRINK FACILITIES
HAVE BEEN SUCCESSFULLY
INTRODUCED TO SUPPORT
KEY PARTNERS IN THE
DEVELOPMENT OF MORE
SOPHISTICATED FILM
STRUCTURES
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Operating profits improved in 2003 despite difficult trading conditions and some unavoidable
cost increases.

SALES

Total sales were similar to 2002, but sales from continuing operations increased by 3.6%
from £330 million to £341 million. Discontinued sales of £9 million in 2003 and £21 million
in 2002 related to our paper bag business which was sold in June 2003. The improved sales
from continuing operations were due to higher volumes, but also a higher average polymer
price during the year.

OPERATING PROFIT

The operating profit from continuing operations, before all exceptional costs, improved by 5%
from £16.6 million to £17.4 million. The beneficial effect of a strengthening euro, particularly
in commodity sectors subject to pan European competition, helped to offset continued margin
pressure in other areas and significant increases in UK pension and national insurance costs.

The exceptional operating cost of £0.8 million related to the relocation of our damp proof
course manufacture from Witney to Heanor. This was prompted by the expiry of the lease on
the Witney property but we will see ongoing savings as a result of the consolidation of this
business on our Heanor site.

EXCEPTIONAL NON OPERATING ITEMS

The gain on sale of our paper bag business of £1.1 million was offset by a charge of £3.2
million of goodwill previously written off to reserves, resulting in a net loss of £2.1 million
on the disposal. A small profit of £0.1 million was made on the sale of a vacant property.

INTEREST
Our net interest charges reduced from £4.2 million to £3.6 million due to significantly lower
average borrowings in 2003.

TAXATION
Our effective tax rate on profit before exceptional costs was 28%. This is below the UK rate of
corporation tax due to the effects of credits relating to prior years.

CONTINUING PROFITS
Profit from continuing operations, before all exceptional items, is the most appropriate
measure of underlying performance and this improved by 11% to £13.8 million.

2003 2002

£m £m

Continuing operating profit 17.4 16.6
Interest (3.6) (4.2)
13.8 12.4

EARNINGS PER SHARE
Our basic earnings per share improved by 7% to 29.3p but earnings per share on continuing
operations, before all exceptional costs, improved by 10% to 38.0p.

DIVIDEND

A final dividend of 14p (2002 - 14p) is recommended giving 21p (2002 - 21p) for the year.
Dividend cover was 1.4 times (2002 - 1.3) and on continuing operations, before all exceptional
costs, was 1.8 times (2002 - 1.6).

OPERATING CASH FLOW

Operating cash flow improved by £1.4 million to £31.4 million, reflecting improved underlying
trading. After a disappointing adverse movement in working capital in 2002, continued focus
on this area led to an improvement of £2.6 million during 2003. This was achieved despite
holding high levels of raw material stocks at the year end in anticipation of polymer price
increases in the first quarter of 2004.

CAPITAL EXPENDITURE

Net capital expenditure increased to £13.4 million, which is below our depreciation charge of
£14.4 million. However, there was a higher than normal level of capital creditors due to some
significant items of plant being delivered before the year end, but not paid for until January
2004. This will result in a higher cash spend in 2004 which we expect to be around £16 million.
Most of our capital equipment purchases are in euros and the movement in exchange rates
has made the UK cost of this more expensive. Where possible, we will source equipment in
US$ to take advantage of the current weakness of the dollar.
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OUR PLASWOOD PRODUCTS
ARE MADE FROM 100%
RECYCLED PLASTIC, MOST

OF WHICH WOULD OTHERWISE
BE DISPOSED OF IN LANDFILL.
PLASWOOD IS NOW USED
EXTENSIVELY FROM CITY
CENTRES, SUPERMARKET
CAR PARKS AND CHILDREN'S
PLAYGROUNDS TO PARKS
AND SCHOOLS, MARINAS

AND NATURE RESERVES AND
THROUGHOUT THE BRITISH
COUNTRYSIDE

BPI REPORT AND ACCOUNTS 2003

NET BORROWINGS

Net borrowings fell by £15.1 million, from £63.4 million to £48.3 million. £7.5 million of this
was realised on the sale of our paper bag business. Year end gearing dropped to 78% (2002 -
112%) and interest cover, before exceptional non operating items, improved to 4.7 times
(2002- 3.7).

BORROWING FACILITIES

The facility provided by our two main clearing banks reduced to £20 million comprising a
revolving credit repayable in November 2005. All of our remaining loan facility was repaid
during 2003. The private placement of £20 million at a fixed interest rate is repayable in June
2009. In addition, short term overdraft facilities of £20 million are available from our main
clearing banks and a further £10 million is available on short term arrangements to fund our
overseas businesses.

TREASURY POLICY

The Group has taken most of its sterling debt on a fixed basis while maintaining its euro debt
on a floating basis, in order to take advantage of lower short term euro interest rates. £35
million of borrowings were maintained on a fixed basis during the year, either through fixed
rate loans or interest rate swaps. Borrowings are maintained in currencies other than
sterling to provide a hedge against the net asset position in overseas subsidiaries and short
term trading assets and liabilities in UK entities. Derivative instruments are only used to
facilitate this hedging policy or to balance interest rate exposures and, where significant,

are approved at Board level.

ACCOUNTING STANDARDS

All European Union listed groups are required to adopt International Financial Reporting
Standards (IFRS) from 2005. The Group has initiated a project which plans to implement
the conversion from UK GAAP to IFRS within the required timescale.

GOING CONCERN

After making enquiries, the directors have a reasonable expectation that the Group has
adequate resources to continue in operational existence for the foreseeable future. For this
reason, we continue to adopt the going concern basis in preparing the financial statements.
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2003 3,173

2002 3,389

2001 3,684

2000 4,303
1999 4,852
1998 4,912
1997 4,753
1996 4,103

1995 3,140

1994 2,903

AVERAGE NUMBERS EMPLOYED

2003 0.8

2002 0.8

2001 1.0

2000 0.8

1999 1.2
1998 1.0

1997 0.9

1996 1.4
1995 1.2
1994 1.2
LOST TIME ACCIDENTS

LTA = Accidents that cause
employees to be unavailable
for normal duties for more than
3 consecutive days.

Accidents per 100,000 hours
worked.

2002 9.0

2001 9.0

2000 1.2

1999 104

1998 12.6

1997 13.9

1996 19.7
1995 18.0
1994 21.7

MINOR ACCIDENTS

Minor accidents = All reported
minor injuries per 100,000 hours
worked.

BPI REPORT AND ACCOUNTS 2003

EMPLOYMENT POLICIES
Our people are central to the development of the business. We strive to reach the highest
standards in all aspects of employment in our UK, other European and Chinese operations.

Recruitment & Retention - We operate an equal opportunities policy and recruit people for
any vacancies regardless of sex, colour, religion or disability. We recruit graduates from
universities and young workers as Modern Apprentices. We employ a large number of older
workers over the age of 50. Our retention rates are high with an average length of service of
over 10 years. In March 2003 we appointed our first female main board director.

Training & Development - Our employees are among the most skilled in the industry.

We invest in a range of development activities including NVQ's, MBA's, professional and
technical training. 7 sites have achieved the Investors in People award. Training in health

& safety (in conjunction with the trade unions) is a particular Group strength. We increasingly
appraise our workforce annually in order to identify their training needs. Members of the
Group Personnel Department train our managers and supervisors in a variety of employment
matters to ensure best practice people management is carried out in the Group.

Communications - We recognise trade unions across 10 sites in the Group and discuss,
consult and negotiate on a range of subjects. We have Works Councils in mainland Europe
and at a number of our non unionised sites. Our Business Managing Directors deliver regular
business updates directly to the workforce. The annual European Communication Forum
brings together employee representatives from across the Group to discuss business

issues with the most senior directors within the business. All employees receive a written
communication explaining issues discussed at this meeting. We have a ‘whistleblowing
policy” in place which seeks to encourage employee participation in the identification of

any wrongdoing within the organisation. We are piloting a Communication Forum at our
Stockton site in 2004.

Rewards - Terms and conditions (including pay) are set at local site level. We have a range

of benefits including competitive pay rates, a number of bonus schemes for employees at

all levels, final salary and other pension schemes with employer contributions. We operate
enhanced maternity and paternity pay schemes and consider requests for flexible working.
Senior employee remuneration is set after completing benchmarking exercises with external
organisations.

China - Our employment experiences in China have been very positive. We have a highly
committed and skilled workforce which has worked to build this business over the past

10 years. The same standards of fairness, equality and merit applied in our European
businesses are replicated in China. Senior UK directors are responsible for this business.
We do not employ child labour. Employees are recruited from the local area and return
home at the end of their shift. Rates of pay are competitive for the region and are negotiated
by elected representatives. Our European standards of health and safety management apply.

The chairman, Cameron McLatchie, who helped pioneer our investment in China was made
an honorary citizen of the City of Xinhui, Peoples Republic of China in recognition of the
success of our operation there, our involvement in the local community and of our
progressive employment practices.

HEALTH & SAFETY

The reduction in accidents reported during 2003 highlights the Group’s continued
commitment to Health & Safety. The frequency of Lost Time Accidents (LTA's) reduced by a
further 2%, continuing a record low rate of 0.8 accidents/100,000 hours worked. Minor injury
rates also reduced to a record low of 8.7 accidents/100,000 hours.

We continue to believe that training is an essential element in safeguarding our people.
During 2003 several courses were organised to address areas of specific focus and concern.
An initiative to raise safety awareness within site engineering departments was also launched.
We introduced a Safety Passport Scheme which reinforces existing knowledge and provides
formal confirmation of competencies.

The Driver Development Programme introduced in 2002 has continued to reduce vehicle
accidents. Following the initial 50% reduction in 2002, there were 18% fewer accidents in
2003. Group drivers were shown to be at fault in only 22% of accidents in 2003.

In 2003 the Group commissioned a full independent review of Legionella tests to verify

local water treatment suppliers’ results. We have robust Water Management Systems and

it was important to check these results given the well publicised problems reported in other
industries. We were pleased to find that none of our cooling towers recorded a positive result.
Our recently revised Water Management Standard has again been recognised by the Health
& Safety Executive (HSE) as an example of industry best practice and has been given the
prestigious, new ‘Working in Partnership’ award.
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With accident rates beginning to plateau, innovative ways to drive down accidents will

be introduced. Safety conditions, such as guarding of machinery, in factories have never
been better, but there is a concern that employees continue to place themselves in unsafe
situations leading to accidents. Group Safety has written a specific system designed to
develop the safety culture at all sites. Called the BP ‘eyes’ programme it ensures greater
employee involvement through targeted observational safety inspections.

ENERGY USE

Energy and water consumption

Unit consumption per tonne of product 2000 2001 2002 2003
CO; output kgs/tonne 313 309 297 301
Electricity kWh/tonne 678 673 673 673
Gas kWh/tonne 67.2 60.5 48.9 56.4
0il kWh/tonne 5.2 5.4 3.1 2.2
Water litres/tonne 0.36 0.44 0.38 0.32

CO; output/tonne has increased in 2003 from the declining trend over the years due to an
increase in gas usage. A significant factor was that 2003 was the first full year that equipment
fitted to meet UK VOC legislation has been used. This has the effect of increasing energy use,
especially in gas and electricity, with no production gain, thus raising CO; output/tonne.

The reduction in oil was due to the replacement of old oil heating to new more efficient gas
systems, further raising overall gas use.

Electricity use/tonne has remained static over the last 3 years despite increased demands
due to additional printing capacity and the introduction of VOC abatement equipment that
does not increase the tonnes produced. Total UK electricity usage increased by under 2%
to 234gWh. Nearly 20% of this electricity in 2003 was from environmentally friendly sources
that were classed as Climate Change Levy exempt.

There is a continuous improvement programme in place requiring the purchase of energy
efficient equipment. The Group Energy Reduction Manual has been issued to all sites.

One of our major printing sites entered into a Climate Change Agreement (“CCA") in 2003 to
reduce energy utilised by printing. Under current legislation the CCA scheme is not available
to the plastics processing industry except where printing takes place.

VOLATILE ORGANIC COMPOUND (VOC] EMISSIONS

Since legislation was passed, the Group has helped to pioneer the use of water based inks
in polythene printing as an environmentally friendly way forward and as an alternative to
abatement (the process of changing these potentially environmentally unfriendly substances
before controlled emission into the atmosphere). Water based inks were used commercially
on 9 of the UK print sites.

UK Solvent purchases (tonnes] (comparison based on our present print sites)

2000 2001 2002 2003

Non-abatement sites 432 172 26 26
Abatement sites 989 888 992 1,232
1,421 1,060 1,018 1,258

During 2002, we began to purchase ink components in a more concentrated form which
required more solvents to obtain the finished print ink. The overall amount of VOC solvent
in the finished ink has not increased.

The non-abated sites VOC purchases are running at only 6% of their 2000 level. This highlights
the Group’s progressive move to water based ink printing wherever practicable and its careful
control of VOC emissions, especially on these sites.

At the end of 2003, the Group had reduced to 11 UK sites involved in printing with 3 large
print sites using VOC abatement techniques to comply. bpi.industrial are using bio-filters

for 2 of their sites which were fitted during 2002 and 2003 and at our Worcester site, a thermal
regenerative oxidiser is employed. Our 3 UK abatement sites have submitted registration in
compliance with VOC IPPC Part A2 legislation during 2003.
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The Group’s site in Holland has a thermal catalytic converter and a biofilter system for

a second unit, which ensures the site is ahead of local compliance requirements for VOC
emissions. In Belgium we are using incineration to meet VOC requirements. The site in
China uses only water based inks.

Alternative cleaning techniques with environmentally friendly products have been tested and
approved. The Group uses laundered solvent ink wiping cloths in order to reduce hazardous
waste disposal.

RECYCLING PACKAGING AND WASTE LEGISLATION

BPI is the UK's largest recycler of polythene films reprocessing over 72,000 tonnes in 2003.
In the last 5 years we have invested approximately £16 million in state-of-the-art plastic
reprocessing equipment at 7 Environment Agency accredited sites. All investments have been
targeted at both increasing recycling volumes and allowing the reprocessing of increasingly
contaminated, downgraded waste streams. Through washing plants at Dumfries, Heanor
and Rhymney and rigid products processes at Greenock and Dumfries we have worked with
film customers to recycle waste, which had previously ended its life in a landfill site, from a
variety of commercial, industrial and agricultural sources. The recyclate from these activities
is used to manufacture the Group’s award-winning ranges of 100% recycled refuse sacks,
building films, pallets, Plaswood decking, fencing, street and garden furniture and the
Geoblock ground stabilization system.

The Group’s Packaging Waste recovery and recycling obligation for 2003 was 11,273 tonnes,
an increase of 1,293 tonnes from 2002. We continued to discharge our obligations through
membership of the national compliance scheme, Valpak, and satisfied plastic recycling
obligations through our own recycling plants. Despite this increase in obligated tonnage, the
cost of compliance halved in 2003 as a result of the collapse of the price of PRNs (Packaging
Recovery Notes).

The Group’s agricultural plastics recycling activities continued to expand in 2003 as a result
of increased volumes received from outside the UK. The new waste management controls for
agriculture which will come into effect in 2004 will increase the pressure on farms to recycle
their waste agricultural plastics but without a national collection scheme, underpinned by a
legally enforceable system, the development of sufficient recycling capacity will not take place.

Andrew Green, Managing Director of bpi.recycled products, was re-elected to the Valpak Main
Board during 2003 as a representative for the Converter Sector. In January 2004 Andrew also
joined the Business Board of Valpak.

AWARDS

The Group continues to develop innovative recycled products. The recycled products business
was awarded the Recycled Product of the Year at the National Recycling Awards in 2003. The
winning product was our 100% recycled Plaswood which has been adopted by English Nature
to replace their entire nature reserve signage of more than 2,500 signs, for boardwalk
replacement, path edging, dam post supports, seating and picnic tables.

EDUCATION

The Group is active in supporting education, working with schools, universities and other
institutions. We operate a range of activities from providing advice and resources for teaching
as well as sponsorship of educational projects aimed at increasing the awareness of plastics,
packaging and the environment. During 2003 we supported the Schools Starpack Design
Awards and York University’s Children Challenging Industry programme. We sponsored a
teacher for the Polymer Studies Tour organised by the British Plastics Federation to give
secondary science and design technology teachers a better awareness of polymers to pass
on to their pupils within the school curriculum. We partnered Valpak in their prestigious
European Youth Eco-Parliament project which will nominate 10 pupils from 5 schools to
represent Great Britain in debating environmental issues, with a particular focus on waste
and packaging, at the Youth Eco-Parliament in Berlin in September 2004. We also supported
Reading University who will have a stand in the science display section of the Chelsea Flower
Show in May 2004 showing how the use of spectrally-modified plastics in horticulture can
reduce the need for chemical growth regulators, aphicides and other pesticides.

CHARITABLE SUPPORT

In addition to our specific support for educational initiatives the Group supports a number

of charities including wildlife trusts and hospices local to our sites across the UK. Each of our
Businesses is encouraged to donate a percentage of its turnover to local charities. The Group
also supports national and international charities involved in relieving suffering. This support
is in both products donated and contributions paid.
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ADVISERS

AUDITORS

KPMG Audit Plc
Chartered Accountants
24 Blythswood Square
Glasgow G2 4QS

BROKERS

Investec Banking
2 Gresham Street
London EC2V 7QP

SOLICITORS

Maclay Murray & Spens
151 St Vincent Street
Glasgow G2 5NJ

CLEARING BANKS
Lloyds Bank Plc
Royal Bank of Scotland plc

1 ANNE THORBURN CA

(43) Group Finance Director

Anne joined BPI'in 1996 and has had several
senior financial roles in the Group. She was
previously Group Finance Director of Clyde
Blowers PLC and a Senior Manager in KPMG
Corporate Finance.

2 CAMERON MCLATCHIE CBE

(57) Chairman

Joined the Group in 1983, on the acquisition
of Anaplast where he had been Chairman and
Managing Director since 1975, and joined the
Board in 1983. He became Chairman and
Chief Executive in 1988.

3 ERIC M HAGMAN CA CBE *

(56) Non Executive Director

Eric was previously a senior partnerin
Andersen UK before joining the Board in
2002. He is also on the boards at Scottish
Enterprise, Celtic PLC and The Royal College
of Artin London.

4 JOHN LANGLANDS CA

(51) Chief Executive

Joined the Group in 1995 as Group Finance
Director from Eclipse Blinds plc where he
was also Finance Director. He was previously
Finance Director at Scottish Enterprise

and United Wire Limited. Appointed Chief
Operating Officer in May 2002 and Chief
Executive in May 2003.

5 JOHN M HOUSTON FCCA *

(59) Non Executive Director

John was Group Director of Strategy and
Business Development of Kwik-Fit Holdings
plc, and previously Director of Finance.

He was appointed to the Board in 1999.

6 PROFESSOR NEIL HOOD CBE *

(60) Non Executive Deputy Chairman
Emeritus Professor of Business Policy at the
Strathclyde Business School, Neil joined the
Board in 1998 and is a non executive director
of several listed companies including
Malcolm Group plc and Xansa plc as well as
acting as an adviser to several other major
businesses.

7 LAURENCE COPPEL FCA *

(64) Non Executive Director

Laurence has been on the Board since 1989
and was a Corporate Finance Director of a
merchant bank for 17 years until 1991. Since
1985, he has served, and continues to serve,
as a non executive director on other boards,
and is Chairman of the Nottingham Building
Society.

* Member of the Remuneration, Audit and
Nominations Committees.
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The directors have pleasure in presenting their Annual Report together with the audited
financial statements for the year to 31 December 2003.

PRINCIPAL ACTIVITIES
The principal activity of the Group is the manufacture and sale of polythene film products
in the UK, Ireland and Continental Europe.

A review of the year’s business and other developments is contained in the Chairman’s
Statement and the Operating and Financial Reviews.

DISPOSALS
Details of disposals in 2003 are given in Note 12 of the financial statements.

RESULTS
The results for the year are detailed in the Profit and Loss Account on page 30.

DIVIDENDS

The proposed final ordinary dividend of 14p per share (2002 - 14p) is to be paid on 14 May
2004 to shareholders on the register at the close of business on 12 March 2004 making with
the interim ordinary dividend of 7p per share (2002 - 7p) paid on 24 November 2003 a total
of 21p (2002 - 21p) per share for the year.

At the Annual General Meeting held on 15 May 2003 the Company was authorised to make
market purchases of its own ordinary shares up to a maximum of 3,882,445 shares. As at
the year end no shares had been purchased under the authority given.

DIRECTORS

The directors in office during the year together with details of their interests in the ordinary
share capital of the Company at the end of the year are shown in the Board’s Report on
Directors” Remuneration.

At the Annual General Meeting Mr C McLatchie will retire and offer himself for re-election.
He has a service contract which is subject to twelve months notice by the Company and
twelve months notice by the director. Mr McLatchie intends to seek re-election annually.

Mr L A Coppel will retire at the Annual General Meeting and will not be seeking re-election.

EMPLOYEE INVOLVEMENT

It is a policy of the Group to encourage and develop all employees to realise their maximum
potential. Wherever possible vacancies are filled from within the Group and adequate
opportunities for internal promotion are created.

The Group supports the principle of equal opportunities in employment and opposes all
forms of unlawful or unfair discrimination on the grounds of race, nationality, ethnic or
national origin, sexual orientation, gender, marital status, or disability. It is also the policy of
the Group, wherever possible, to give sympathetic consideration to disabled persons in their
application for employment within the Group and to protect the interest of existing members
of the staff who are disabled.

Employees are regularly informed concerning the Group trading and financial situation and
other matters of relevance to them by regular briefing meetings, circulars and company
notice boards.

The European Communication Forum promotes communication and flow of information
between senior management and employee representatives with particular emphasis on
transnational European issues that affect employees.
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By Order of the Board

R B Brooksbank

Group Company Secretary
1 March 2004

21 STATEMENT OF DIRECTORS’
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SUBSTANTIAL SHAREHOLDERS
The company has been notified of the following interests representing 3% or more of the
issued share capital of the Company as at 1 March 2004.

Percentage of Ordinary

Number of Shares Shares In Issue
Aberforth Partners’ clients 3,300,000 12.7
Artemis Investment Management Ltd 1,100,000 4.2
Barclay Global Investors Ltd 923,632 3.6
Legal & General Investments Management Ltd 891,335 3.4
UBS Global Asset Management Ltd 808,893 3.1

CHARITABLE AND POLITICAL DONATIONS
Donations made during the year by the Group for charitable purposes amounted to £55,000.
No money was given for political purposes.

POLICY ON PAYMENT OF SUPPLIERS

Terms and conditions are agreed with suppliers before business takes place and the policy

is to pay agreed invoices in accordance with the terms of payment. At the year end the amount
owed to trade creditors by the Group was equivalent to 57 days (2002 - 55 days) of purchases
from suppliers.

The Group does not follow any code or standard on payment practice but it is the Group’s
policy to pay all of its suppliers within 30 days of the end of the month in which it receives
the goods or services unless other payment terms have been agreed.

AUDITORS
A resolution is to be proposed at the Annual General Meeting for the re-appointment of KPMG
Audit Plc as auditors of the Company and for their remuneration to be agreed by the directors.

Company law requires the directors to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the Company and Group and of the
profit or loss for that period. In preparing those financial statements, the directors are
required to (a) select suitable accounting policies and then apply them consistently, (b) make
judgements and estimates that are reasonable and prudent, (c] state whether applicable
accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements and (d) prepare the financial statements on the going
concern basis unless it is inappropriate to assume that the Company and Group will continue
in business.

The directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Company and enable them to
ensure that the financial statements comply with the Companies Act 1985. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets
of the Group and to prevent and detect fraud and other irregularities.
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POLICY ON DIRECTORS REMUNERATION

The remuneration policy is set by the Board and is described below. Individual remuneration
packages for executive directors are determined by the Remuneration Committee within the
framework of this policy and approved by the Board.

The remuneration of all non executive directors is determined by the executive directors and
approved by the Board.

GENERAL INFORMATION
The names of the directors who have served on the Remuneration Committee during the year
are as follows:

¢ Professor Neil Hood - Committee Chairman
e Laurence A Coppel

e Eric M Hagman

e John Houston

Mr Cameron Mclatchie assists the Remuneration Committee in their deliberations on
director’s remuneration, but absents himself when his remuneration is discussed.

The Remuneration Committee has appointed the Monks Partnership to provide advice on
structuring directors’ remuneration packages. Monks Partnership did not provide any other
services to the Company in 2003.

GENERAL POLICY

The Company’s policy on directors’ remuneration is designed to attract, retain and motivate
high calibre individuals, to reward directors fairly for their contributions, whilst remaining
within the range of benefits offered by similar companies in the sector. The Remuneration
Committee seeks to structure total benefit packages which align the interest of shareholders
and senior executives. Directors’ remuneration will be the subject of regular review, in
accordance with this policy in the next and following financial years.

The Remuneration Committee has established a number of performance related elements of
the executive remuneration packages. These consist of an annual uncapped executive bonus
as a percentage of basic salary and the annual issue of share options granted with a market
value of an amount not greater than twice annual basic salary. It is considered that the non
performance and performance elements of the directors’ packages are equally important.

PERFORMANCE CONDITIONS FOR EXERCISE OF SHARE OPTIONS

The performance condition attached to the share options, granted to directors under the new
Executive Share Option Plan, is that over a three year period growth in the Company’s Basic
Earnings Per Share ("EPS”) before exceptional items will be compared with the rate of
inflation, determined by reference to the Retail Price Index (“the RPI”). No part of an option
will be exercisable unless growth in EPS exceeds that of the RPI by at least 9%. At the
minimum level 50% of an option will vest, with full vesting at 15% above the RPI. Between
these two points a proportion of an option will vest on a straight line basis. If the minimum
level is not achieved in the three year period, the performance period will be extended to four
and then five years, with an addition of 3% to the minimum and 5% to full vesting targets for
each additional year.

This performance condition was chosen as a means of improving shareholder returns by
creating significant reward to executive directors for such performance.

The performance conditions attached to some of the old share options granted to directors,
under the 1987 Executive Share Option Scheme, are subject to growth in the Company’s EPS
being equal to or greater than RPI, plus 2% in any period of five consecutive years after the
date of grant. These options are available at a discount of 15% to the share options granted
which are not subject to performance conditions. Further options granted under the Scheme
are not subject to performance conditions, as at the time when options were awarded the
Remuneration Committee did not consider it necessary. The last of these options will expire
on 26 October 2004.



23 REPORT BY THE BOARD ON
DIRECTORS" REMUNERATION

BPI REPORT AND ACCOUNTS 2003

SERVICE CONTRACTS
The Company’s policy on the duration of director’s contracts is that:

e Executive directors should have rolling service contracts terminable on no more than one
years notice served by the Company or the director; and

e Non executive directors are appointed for fixed terms of 3 years, renewable on the
agreement of both the Company and the director.

The policy on termination payments is that the Company does not normally make payments
beyond its contractual obligations including any payment in respect of notice to which a
director is entitled after mitigation is considered. In exceptional circumstances an additional
ex gratia payment may be considered, based on factors including the directors past
contribution and the circumstances of the director’s departure.

DIRECTORS’ SERVICE CONTRACTS

Name Date of Contract Notice Period

C McLatchie 15 June 1992 12 months
J T Langlands 17 July 1995 12 months
A Thorburn 25 February 2004 12 months
Professor N Hood 15 May 2003 N/A
L A Coppel 10 May 2001 N/A
E M Hagman 15 May 2003 N/A
J M Houston 16 May 2002 N/A

PERFORMANCE GRAPH

The graph below shows a comparison of the total shareholder return performance for

the Company’s shares for each of the last five financial years, against the total shareholder
return for the companies comprised in the FTSE small capital (excluding investment trusts)
and the FTSE support services indices. The indices selected were considered to be the most
appropriate for the Company’s market capitalisation and industry sector.

5 YEAR TOTAL SHAREHOLDER RETURN PERFORMANCE
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—— British Polythene Industries - Total Return Index

—— FTSE Small Cap (excluding Investment Trusts) - Total Return Index
FTSE Support Services - Total Return Index

Source: © Datastream International Limited. ALL RIGHTS RESERVED.
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DIRECTORS' EMOLUMENTS AND COMPENSATION
The auditors are required to report on the information contained in the remainder of this
report by the Board on directors’ remuneration.

The emoluments in connection with qualifying services and compensation of each person
who served as a director during the year were as follow:

Compen-  Employee
Supple- sation Profit
Salary/ mentary  Executive for loss Sharing Total Total

Fees Benefits Allowance Bonus of office Scheme 2003 2002

£000 £000 £000 £000 £000 £000 £000 £000
Executives:
C McLatchie 250 " - - - 7 268 263
J T Langlands 185 14 22 75 - 5 301 217
A Thorburn
(appointed
3 March 2003) 99 8 - 49 - 3 159 -
Non executives:
L A Coppel 23 - - - - - 23 23
E M Hagman 23 - - - - - 23 12
Professor N Hood 32 - - - - - 32 32
J M Houston 24 - - - - - 24 24
Former Directors:
J F Paton
(retired 16 May 2002) - - - - - - - 194
K J Stenning
(retired 16 May 2002) - - - - - - - 51
Total 2003 636 33 22 124 - 15 830 -
Total 2002 640 30 22 - 120 4 - 816

Professor Hood's fees are paid to Neil Hood and Associates.

Benefits receivable by executive directors consists of car buy out allowance and healthcare

insurance.

The supplementary allowance payable to Mr Langlands is in compensation for the restriction
imposed by the Earnings Cap on his prospective pension entitlement.

DIRECTORS’ SHARE INCENTIVES

The following table sets out details of the share options held by or granted to each director

during the year:

Number of Number of
Options as Granted Options as Normal Date from
at 1 Jan during at 31 Dec exercise which
2003 the year 2003 price exercisable Expiry Date
C McLatchie 3,504 - 3,504+  288.90p 1 Dec 2003 31 May 2004
1,455 - 1,455+  266.16p 1 Dec 2004 31 May 2005
4,959 - 4,959
J T Langlands 50,720 - 50,720#a 443.06p 27 Oct 1997 26 Oct 2004
16,910 - 16,910#  443.06p 27 Oct 1997 26 Oct 2004
3,504 - 3,504+  288.90p 1 Dec 2003 31 May 2004
2,536 - 2,536+ 266.16p 1 Dec 2006 31 May 2007
- 100,000 100,000-  225.00p 10 Mar 2006 9 Mar 2013
73,670 100,000 173,670
A Thorburn - 50,000 50,000>  225.00p 10 Mar 2006 9 Mar 2013
- 50,000 50,000

+ Savings Related Share Option

Subject to growth in the Company’s earnings per share ("EPS”] being equal to or greater
than RPI plus 2% in any period of five consecutive years after the date of grant, these
options are available at a discount of 15% to the price noted above.

#/#a

Scheme approved by shareholders on 26 May 1987.
> Subject to growth over a three year period in the basic EPS before exceptional items
compared with the rate of inflation ("RPI"). No part of an option will be exercisable
unless growth in EPS exceeds that of RPI by at least 9%. At the minimum level 50% of an
option will vest, with full vesting at 15% above RPI. If the minimum level is not achieved
in the three year period, the performance period will be extended to four and then five
years, with an addition of 3% to the minimum and 5% to full vesting targets for each
additional year. These options were granted in accordance with the rules of the Share
Option Plan approved by shareholders on 16 May 2002.

These options were granted in accordance with the rules of the Executive Share Option
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The closing share price of the Company’s 25p Ordinary Shares ranged from 205.0p to 346.5p
during the year and on 31 December 2003 was 317.5p (2002 - 241.5p).

No options were exercised during 2003 and no further options were granted or exercised
between 1 January 2004 and 1 March 2004.

LONG TERM INCENTIVES

The executive directors participate along with other key executives in the Group in a
Restricted Share Plan, which was approved by shareholders at the 1996 Annual General
Meeting. The amount that executives can invest is restricted to 30% of their salary. If the net
of tax executive bonus is invested in shares of the Company, and retained, the Company will
match these shares on a one-for-one basis after three, five and seven years. Following the
introduction of a new Executive Share Option Scheme in 2003, there is now only one matching
of shares after three years from 2003 onwards.

The following awards, including provisional awards for 2003, have been made under the 1997
Restricted Share Plan. 2003 is based on the assumption that the Directors invest their full
net of tax 2003 eligible Executive Bonus in shares of the Company and at an estimated price
of 335p.

C McLatchie J T Langlands A Thorburn Total
1998 Bonus
Vesting date 31 Dec 2005 3,703 2,557 - 6,260
1999 Bonus
Vesting Date 2005* 5,967 4,150 1,356 11,473
Vesting Date 2007* 5,967 4,150 - 10,117
2001 Bonus
Vesting Date 2005* 4,404 2,995 1,444 8,843
Vesting Date 2007* 4,404 2,995 1,444 8,843
Vesting Date 2009* 4,404 2,995 - 7,399
2003 Bonus
Vesting Date 2007* - 9,940 6,448 16,388
28,849 29,782 10,692 69,323

*Date of the preliminary announcement of the full year results for year ending on the previous 31 December.

The following shares were vested during the year in connection with the 1996 Restricted

Share Plan.
Shares Mid Market Value of
Year Date Vested Share Price Shares Vested
C McLatchie 1998 31 Dec 2003 3,703 317.5p £11,757
1999 3 Mar 2003 5,967 226.0p £13,485
J T Langlands 1998 31 Dec 2003 2,557 317.5p £8,118
1999 3 Mar 2003 4,150 226.0p £9,379
A Thorburn 1998 31 Dec 2003 799 317.5p £2,537
1999 3 Mar 2003 1,356 226.0p £3,065

PENSION ARRANGEMENTS

All Executive Directors are members of the British Polythene Pension Scheme. Their
dependants are eligible for dependants’ pensions and the payment of a lump sum in the
event of death in service. The British Polythene Pension Scheme provides a pension on a
defined benefit basis with the normal terms topped up to reflect the director’s contractual
terms. Final pensionable earnings, excluding bonuses and Employee Profit Share Scheme
payments, are used to determine the director’s pension entitlement. Life assurance cover
is provided at four times annual salary.

The pension entitlements earned by the directors during the year calculated in accordance
with the requirements of the UK Listing Authority listing rules and the Companies Act 1985
as provided by our consulting actuaries and confirmed by them were as follows:

Increase/
(Decrease) Transfer

in Accrued Total Value of Transfer Transfer
Pension Accrued Net Value of Value of Net Change
During Year Pension Increase/ Accrued Accrued in Transfer
(or Period of Entitlement (Decrease) Pension at Pension at Value
Directorship) at 31 Dec Over 31 Dec 31 Dec During
Net of inflation 2003 Period 2002 2003 Period
fp.a. £ £ £ £ £
C McLatchie (8,100) 165,500  (139,100) 2,888,000 3,015,000 127,000
J T Langlands 2,830 28,620 47,300 264,000 337,000 73,000
A Thorburn 1,400 13,000 8,300 63,000 101,000 33,000

The pension entitlements shown above are the amounts which would be paid annually from
retirement age based on service to the end of the year 2003.
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The increase in accrued pension during the year excludes any increase for inflation.
A Thorburn was appointed to the Board of Directors on 3 March 2003 and so the increase
in accrued pension is measured against her accrued pension at that date.

In addition to the amount shown in the table above, C McLatchie’s annual pension entitlement
will also include the proceeds of a fully paid up insurance policy funded prior to joining the
Group which is held independently of the British Polythene Pension Scheme. At the year end
the annual pension payable from this policy amounted to £14,700 per annum (2002: £13,350
per annum).

At the year end Mr McLatchie’s contractual pension entitlement, net of the paid up policy
proceeds, reflects the funding arrangements in place at the beginning of the year and the
additional contributions for his pension during the course of the year. Mr McLatchie’s pension
increased during the year due to his additional year of Pensionable Service, but there was no
increase in his Pensionable Earnings. The increase in his pension was more than offset by
the actuarial increase in his pension entitlement at the start of the year, giving rise to the
negative figures under the headings “Increase/(Decrease] in Accrued Pension During Year”
and “Transfer Value of Net Increase/(Decrease] Over Period”.

A Thorburn continued to pay member contributions to the Scheme following her appointment
to the Board. All other directors were members of the Scheme on a non contributory basis.
With effect from 1 January 2004 all directors will pay member contributions at the normal
employee rate.

Transfer values have been calculated on the basis of actuarial advice in accordance with
Actuarial Guidance Note GN11.

Directors have the option to pay Additional Voluntary Contributions, however neither
contributions nor resulting benefits are included in the above table.

DIRECTORS’ SHAREHOLDINGS
The directors in office at the end of the accounting period, together with details of all of their
interests in the ordinary share capital of the Company are listed below:

31 Dec 2003 31 Dec 2002

(or date of

appointment)

Ordinary Ordinary

C McLatchie Beneficial 619,609 621,403

Non Beneficial 83,150 83,150

L A Coppel Beneficial 20,067 20,067

E M Hagman Beneficial 15,000 15,000

Professor N Hood Beneficial 4,000 4,000

J M Houston Beneficial 5,000 5,000

J T Langlands Beneficial 70,067 62,893
A Thorburn
(appointed

3 March 2003) Beneficial 27,517 25,362

There have been no changes in the interests of the directors between 31 December 2003 and
27 February 2004.

APPROVAL BY SHAREHOLDERS
At the Annual General Meeting of the Company to be held on 13 May 2004 a resolution
approving this report is to be proposed as an ordinary resolution.

This report was approved by the Board on 27 February 2004 and signed on its behalf by

Professor Neil Hood
Deputy Chairman
1 March 2004

DIRECTORS’ SHAREHOLDINGS
As at 25 March 2004 the Directors’ interests where there have been changes after 27 February
2004 were:

Ordinary
Cameron McLatchie Beneficial 606,983
Laurence A Coppel Beneficial 10,000
John T Langlands Beneficial 73,571
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The Board remains committed to high standards of corporate governance and supports the
principles of Good Corporate Governance and Code of Best Practice issued by the Financial
Services Authority as an appendix to its Listing Rules. This statement describes how the
principles of the Code are applied and reports on the Group’s compliance with the code
provisions. The Board has adopted the revised Combined Code provisions, issued in July
2003, and these will be applied for the year ended 31 December 2004.

THE BOARD

The Board meets a minimum of six times per year and comprises of the Chairman, the Chief
Executive, the Finance Director and four independent non executive directors. Biographical
details of each director are shown on page 19. The non executive directors bring strong
independent judgement and considerable knowledge and experience to the Board’s
deliberations. The Board has adopted a formal schedule of matters reserved for its decision.
These include the setting of corporate strategy, approval of annual budgets and decisions on
major capital expenditure, together with acquisitions and disposals of businesses. The Board
is assisted in its tasks by the Audit, Remuneration and Nomination Committees. The Board
has access to the advice and services of a full time experienced Company Secretary appointed
by the Board and independent professional advice may be taken by the directors as required.
So far none of the directors have felt it necessary to take this course. The four directors
re-appointed in the year are experienced listed company directors. On initial appointment

all directors are given a comprehensive introduction to the Group’s business activities and
senior management.

The composition of the Board is regularly reviewed to ensure that the mix and breadth
of experience is sufficient to provide a balance of independent judgement.

BOARD LEADERSHIP

The Board considers it should be free to make its choice of Chairman in any way that seems
best for the Company, at the relevant time. At the 2003 Annual General Meeting, Cameron
McLatchie relinquished the role of Chief Executive and it is his intention to seek re-election
annually as Chairman. A senior non executive director, Professor Neil Hood, acts as the Deputy
Chairman of the Board, chairs the Nominations and Remuneration Committees and is
considered the senior non executive director. In this capacity he also assumes such
responsibilities as might be designated by the Board.

INDEPENDENCE OF NON EXECUTIVE DIRECTORS

The Board believes that independence is a matter of judgement and conscience, and

that to be independent non executive directors should be free from any business, or

other relationship which could materially interfere with the exercise of their independent
judgement. Their interest in receiving fees as a director and being a shareholder should not
prejudice their independence. All non executive directors are considered to be independent.

AVAILABILITY OF INFORMATION

Executive management is responsible for providing the Board with all the information, of
which it is aware, that is relevant to the discharge of the Board’s responsibilities. The Board
therefore expects to receive timely advice on all material information about the Company, its
activities, performance and its projects. The Chairman, together with the Company Secretary,
establish the agenda for each Board meeting and the necessary papers are distributed to
Board members in advance of the meeting. As a general rule, presentations on specific
subjects are sent to the Board in advance, so that Board meeting time is used for focused
discussion.

DIALOGUE WITH SHAREHOLDERS

The Company is willing to enter into discussions with any shareholder. Each year a
programme of meetings with major institutional investors take place, covering the principal
issues affecting the Company its trading and its results. All shareholders have access to the
Company’s website at www.bpipoly.com.

THE ANNUAL GENERAL MEETING

The Board seeks to encourage shareholders to attend its Annual General Meeting. All
directors are expected to be present and those who chair committees of the Board will be
available to answer any relevant questions. The Company uses the Annual General Meeting
to communicate with private investors and to encourage their participation. The level of proxy
votes lodged on each Resolution, as set out in code provision 3.2.1, will also be indicated at
the meeting.

APPOINTMENTS TO THE BOARD

The Board as a whole is responsible for the procedure of agreeing to the appointment of its
own members, for nominating them for election by the shareholders on first appointment
and thereafter at three yearly intervals. The Nominations Committee, comprising a majority
of non executive directors, has the responsibility for making recommendations for new
appointments to the Board. The Deputy Chairman, Professor Neil Hood, chairs the
Committee and the other members are identified on page 19.
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AUDIT COMMITTEE

The Company has an Audit Committee of all the non executive directors, chaired by
John Houston, and meets at least three times a year. The Committee has written terms
of reference that outline its authority and duties.

The Company Secretary acts as secretary to the Committee and the minutes of the Committee
are circulated to all Board members. The Finance Director and the Group Internal Auditor
attend the meetings. The Chairman and Chief Executive are also invited to attend, if required
to do so, by the Committee. The Company’s external auditors also attend the meetings, at
which the Committee considers the Company’s final results and at any other meetings where
they wish to discuss relevant matters. The external auditors are given the opportunity each
year to speak confidentially to the non executive directors.

REMUNERATION COMMITTEE

The Remuneration Committee is chaired by Professor Neil Hood. It consists of the non
executive directors and is responsible for advising the Board on the remuneration of executive
directors. The Chairman of the Committee is available to answer questions at the Annual
General Meeting.

INTERNAL CONTROL

The Board of Directors acknowledge that it is responsible for the Group’s systems of internal
control and for reviewing their effectiveness. The Board has established a control structure
designed to manage rather than eliminate the risk of failure to achieve business objectives.
Internal controls can only provide reasonable, but not absolute, assurance against material
misstatement or loss. Throughout the year the Board has complied with principle D.2 of the
1998 Combined Code by operating a process for identifying, evaluating and managing the
significant risks the Group faces. The Board, through the Audit Committee, regularly reviews
the process which has been in place throughout the year and to the date of approval of this
report.

The processes used by the Board to review the effectiveness of the system of internal control
in compliance with Provision D.2.1 of the 1998 Combined Code include the following:

During the year the Audit Committee of the Board:

e reviews the external and internal audit work plans.

e receives and reviews half yearly risk management reports and risk tables. The Group
operates a risk management process which identifies the key risks facing the Group and
reports via internal audit as to how those risks are being managed. This is based on risk
tables identifying the key risks, the probability of those risks occurring, the estimated
potential impact if they do occur and the actions being taken to manage those risks.

e receives and considers reports from management and internal audit on the system of
internal control and any significant control weaknesses. The Audit Committee also receives
reports from the external auditors who consider controls only to the extent necessary to
form an opinion as to the truth and fairness of the financial statements.

e discusses with management the actions taken on control weaknesses identified in internal
and external audit reports.

e receives and reviews the annual Combined Code internal control report from internal audit.
This is based on a combination of risk management reporting and the completion of key
control questionnaires which confirm the extent to which the Group complies with the
group control procedures which is signed off and confirming compliance with statutory
obligations.

e reports the outcome of the Audit Committee meetings to the Board which receives copies
of all Audit Committee papers and minutes.

The Group operates with annual budgets which are approved by the Board. Actual results are
reported every month and compared with budgets and previous year data.

Operating and financial controls and procedures, are detailed in a financial procedures
manual, which includes appropriate authorisation limits.

REVISED COMBINED CODE

The new Combined Code on Corporate Governance applies to reporting years beginning on
or after 1 November 2003 and the directors are currently reviewing the extent to which any of
the Group’s existing corporate governance arrangements require amendment. The directors
intend that any such amendments will be dealt with in the year ended 31 December 2004.

COMPLIANCE WITH THE PROVISIONS OF THE COMBINED CODE
The Group has complied throughout the year ended 31 December 2003 with the code
provisions set out in Sections 1 and 2 of the 1998 Combined Code.
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We have audited the financial statements on pages 30 to 46. We have also audited the
information in the directors’ remuneration report that is described as having been audited.

This report is made solely to the company’s members, as a body, in accordance with section
235 of the Companies Act 1985. Our audit work has been undertaken so that we might state
to the company’'s members those matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company’'s members as a
body, for our audit work, for this report, or for the opinions we have formed.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors are responsible for preparing the Annual Report and the directors’
remuneration report. As described on page 21, this includes responsibility for preparing

the financial statements in accordance with applicable United Kingdom law and accounting
standards. Our responsibilities, as independent auditors, are established in the United
Kingdom by statute, the Auditing Practices Board, the Listing Rules of the Financial Services
Authority, and by our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view
and whether the financial statements and the part of the directors’ remuneration report to
be audited have been properly prepared in accordance with the Companies Act 1985. We
also report to you if, in our opinion, the directors’ report is not consistent with the financial
statements, if the company has not kept proper accounting records, if we have not received
all the information and explanations we require for our audit, or if information specified by
law regarding directors’ remuneration and transactions with the group is not disclosed.

We review whether the statement on page 27 reflects the company’s compliance with the
seven provisions of the Combined Code specified for our review by the Listing Rules, and
we report if it does not. We are not required to consider whether the board’s statements
on internal control cover all risks and controls, or form an opinion on the effectiveness
of the group’s corporate governance procedures or its risk and control procedures.

We read the other information contained in the Annual Report, including the corporate
governance statement and the unaudited part of the directors’ remuneration report, and
consider whether it is consistent with the audited financial statements. We consider the
implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the financial statements.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant

to the amounts and disclosures in the financial statements and the part of the directors’
remuneration report to be audited. It also includes an assessment of the significant estimates
and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the group’s circumstances, consistently
applied and adequately disclosed.

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

Uncertainty relating to European Commission enquiry

In forming our opinion, we have considered the adequacy of the disclosures made in note
25 to the financial statements concerning the uncertainty over the amount of any financial
penalties that may result from the Competition Directorate of the European Commission
enquiry into alleged infringements of European Competition Law. In view of the significance
of this uncertainty, we consider that it should be drawn to your attention but our opinion is
not qualified in this respect.

OPINION

In our opinion:

e the financial statements give a true and fair view of the state of affairs of the company and
the group as at 31 December 2003 and of the profit of the group for the year then ended;
and

e the financial statements and the part of the directors’ remuneration report to be audited
have been properly prepared in accordance with the Companies Act 1985.
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For the year ended 31 December 2003

Year ended 31 December 2003

Year ended 31 December 2002

Continuing Discontinued Continuing Discontinued
Notes operations operations Total operations operations Total
£m £m £m £m £m £m
Turnover 2 341.3 9.4 350.7 329.6 20.8 350.4
Operating profit before exceptional
operating items 2=3 17.4 0.4 17.8 16.6 0.9 17.5
Exceptional operating costs 4 (0.8) - (0.8) (2.1) - (2.1)
Operating profit 16.6 0.4 17.0 14.5 0.9 15.4
Exceptional non operating items
Gain / (loss) on disposal of businesses - 1.1 1.1 (0.2) - (0.2)
Goodwill written off on disposal of businesses - (3.2) (3.2) (0.4) - (0.4)
Net loss on disposal of businesses - (2.1) (2.1) (0.6) = (0.6)
Gain / (loss) on disposal of property 0.1 - 1 (0.4) - (0.4)
Profit on ordinary activities before interest
and taxation 16.7 (1.7) 15.0 13.5 0.9 14.4
Net interest payable and similar charges 5 (3.6) (4.2)
Profit on ordinary activities before taxation 11.4 10.2
Tax on profit on ordinary activities 6 (3.8) (3.0)
Profit on ordinary activities after taxation 7.6 7.2
Minority interests including non-equity 7 = (0.1)
Profit for the financial year 7.6 7.1
Dividends 8 (5.4) (5.4)
Retained profit for the financial year 23 2.2 1.7
Basic earnings per ordinary share 9 29.34p 27.42p
Diluted earnings per ordinary share 9 29.19p 27.31p
Diluted earnings per ordinary share on
continuing operations before all
exceptional items 9 38.02p 34.61p
Dividends per ordinary share 21.00p 21.00p
30 CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
For the year ended 31 December 2003
2003 2002
£m £m
Profit for the financial year 7.6 7.1
Currency translation differences on foreign
currency net investments and related borrowings (0.2) (0.1)
Total recognised gains for the financial year 7.4 7.0

BPI REPORT AND ACCOUNTS 2003




31 CONSOLIDATED BALANCE SHEET
At 31 December 2003

2003 2002
Notes £m £m £m £m
Fixed assets
Intangible assets 10 0.3 0.4
Tangible assets 11 84.3 85.7
Investments 12 0.1 0.1
84.7 86.2
Current assets
Stocks 13 49.2 43.7
Debtors 14 50.0 55.4
Cash at bank and in hand 0.9 1.2
100.1 100.3
Creditors - amounts falling due within one year
Bank and other borrowings 15 9.2 19.5
Other creditors 16 66.6 59.2
75.8 78.7
Net current assets 24.3 21.6
Total assets less current liabilities 109.0 107.8
Creditors - amounts falling due after more than one year
Bank and other borrowings 17 40.0 45.1
Deferred government grants 0.9 0.4
Provision for liabilities and charges
Deferred taxation 18 6.0 5.5
Minority interests 19 0.1 0.1
47.0 51.1
Net assets 62.0 56.7
Capital and reserves
Called up share capital 20 6.5 6.5
Share premium account 21 23.4 23.3
Other reserves 22 7.6 7.6
Profit and loss account 23 24.5 19.3
Shareholders’ funds - equity interests 62.0 56.7

The financial statements were approved by the Board of Directors on 1 March 2004 and signed on its behalf by

C McLatchie
Chairman

BPI REPORT AND ACCOUNTS 2003

A Thorburn
Group Finance Director
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At 31 December 2003

2003 2002
Notes £m £m £m £m
Fixed assets
Tangible assets 11 - 0.1
Investments 12 150.9 153.6
150.9 153.7
Current assets
Debtors 14 22.5 28.2
Creditors - amounts falling due within one year
Bank and other borrowings 15 0.8 11.0
Other creditors 16 34.3 25.4
35.1 36.4
Net current liabilities (12.6) (8.2)
Total assets less current liabilities 138.3 145.5
Creditors - amounts falling due after more than one year
Bank and other borrowings 17 40.0 45.1
Amounts due to subsidiary undertakings 26.4 26.3
66.4 71.4
Net assets 71.9 74.1
Capital and reserves
Called up share capital 20 6.5 6.5
Share premium account 21 23.4 23.3
Other reserves 22 13.7 13.7
Profit and loss account 23 28.3 30.6
Shareholders’ funds - equity interests 71.9 74.1

The financial statements were approved by the Board of Directors on 1 March 2004 and signed on its behalf by

C McLatchie
Chairman

BPI REPORT AND ACCOUNTS 2003

A Thorburn
Group Finance Director
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2003 2002
Notes £m £m £m £m
Net cash inflow from operating activities 27 34.0 26.7
Returns on investments and servicing of finance
Interest paid (3.4) (4.3)
Taxation (2.4) (3.9)
Capital expenditure
Purchase of tangible fixed assets (13.7) (13.0)
Sale of tangible fixed assets 0.3 2.6
(13.4) (10.4)
Acquisitions and disposals
Disposal of businesses 28 7.5 0.8
Equity dividends paid (5.4) (5.4)
Net cash inflow before financing 16.9 3.5
Financing
Decrease in bank loans (5.9) (5.1)
Capital amount of finance lease payments (0.9) (0.9)
Issue of ordinary share capital 0.1 0.1
(6.7) (5.9
Increase / (decrease) in cash in the financial year 10.2 (2.4)
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34 RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

At Movement At

31 December in exchange Cash 31 December

2002 rates Flow 2003

£m £m £m £m

Cash at bank and in hand 1.2 - (0.3) 0.9

Short term bank loans and overdrafts (18.6) (1.1) 10.5 (9.2)

(17.4) (1.1) 10.2 (8.3)

Finance leases and hire purchase agreements (0.9) = 0.9 -

Other loan (20.0) - (20.0)

Bank loans (25.1) (0.8) 5.9 (20.0)

Net debt (63.4) (1.9) 17.0 (48.3)

Prior year (66.4) (0.6) 3.6 (63.4)
34 RECONCILIATION OF MOVEMENTS IN CONSOLIDATED SHAREHOLDERS’ FUNDS

For the year ended 31 December 2003

2003 2002

£m £m

Opening shareholders’ funds 56.7 54.6

Profit for the financial year 7.6 7.1

Dividends (5.4) (5.4)

Retained profit for the financial year 2.2 1.7

New share capital subscribed (net of expenses) 0.1 0.1

Movement on translation of overseas undertakings (0.2) (0.1)

Goodwill transferred to profit and loss account on disposal of businesses 3.2 0.4

Net increase in shareholders’ funds 5.8 2.1

Closing shareholders’ funds 62.0 56.7
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35 NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

Basis of Accounting
The Accounts have been prepared under the historical cost convention and in accordance with applicable UK Accounting

Standards which have been applied consistently.

Basis of Consolidation
The consolidated profit and loss account and balance sheet include the accounts of the parent undertaking and all its subsidiary

undertakings made up to the end of the financial year on 31 December. Unless otherwise stated, the acquisition method of
accounting has been adopted. Under this method, the results of subsidiary undertakings acquired or disposed of in the year
are included in the consolidated profit and loss account from the date of acquisition or up to the date of disposal.

No profit and loss account is presented for the parent company, British Polythene Industries PLC, as permitted by Section 230
of the Companies Act 1985.

Goodwill
Purchased goodwill (both positive and negative) arising on acquisitions before 1 January 1998, when FRS 10 ‘Goodwill and

Intangible Assets” was adopted, was written off to reserves in the year of acquisition. When a subsequent disposal occurs any
related goodwill previously written off to reserves is written back through the profit and loss account as part of the profit or loss
on disposal. Purchased goodwill (representing the excess of the fair value of the consideration given and associated costs over
the fair value of the separable net assets acquired) arising on acquisitions since 1 January 1998 is capitalised. Positive goodwill
is amortised to nil by equal annual instalments over its estimated economic life. On the subsequent disposal or termination of a
business acquired since 1 January 1998, the profit or loss on disposal or termination is calculated after charging the unamortised
amount of any related goodwill.

Tangible Fixed Assets and Depreciation

Tangible fixed assets are stated at cost.

Depreciation is provided on fixed assets to write off the cost less estimated residual value, on a straight line basis over their
estimated useful lives as follows:

Freehold buildings 20-50 years
Leasehold land and buildings 10-40 years
Plant and equipment 4-10 years

No depreciation has been provided on freehold land.

Leased Assets

Assets acquired under finance leases and hire purchase contracts are capitalised in fixed assets as if they had been purchased
outright. The corresponding liability is included as an obligation under finance leases and hire purchase agreements.
Depreciation on leased assets is charged to the profit and loss account on the same basis as other fixed assets. Leasing
payments are allocated between capital and interest. The interest element represents a constant proportion of the capital
balance outstanding and is charged to the profit and loss account over the period of the lease.

Operating Leases
Payments in respect of operating leases are charged to the profit and loss account on a straight line basis over the term
of the lease.

Government Grants
Government grants on capital expenditure are released to revenue over the expected useful lives of the relevant assets. Grants of
a revenue nature are credited to income in the period to which they relate.

Stocks
Stocks are valued at the lower of cost and net realisable value. Cost comprises material, labour and attributable production
overheads.

Deferred Taxation

Deferred tax is recognised, without discounting, in respect of all timing differences between the treatment of certain items for
taxation and accounting purposes which have arisen but not reversed by the balance sheet date, except as otherwise required by
FRS 19.

Translation of Foreign Currencies
The results of overseas subsidiaries are translated into sterling at an average rate of exchange for the year. The balance sheets

are translated into sterling at year end exchange rates. Differences on currency translation relating to net assets and related
borrowings are dealt with through reserves. Transactions in foreign currencies are translated at the rate of exchange ruling
on the date of the transaction. All exchange differences on transactions are dealt with in the profit and loss account.
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1. ACCOUNTING POLICIES continued
Pension Costs
The Group and subsidiary companies operate one major pension scheme in the United Kingdom, the British Polythene Pension

Scheme, which has a defined benefit section and a defined contribution section. In addition, one of the Group’s overseas
subsidiary companies participates in a pension scheme of the defined benefit type. However, as each employer participating in
the scheme is unable to identify it's share of the underlying assets and liabilities on a consistent and reliable basis, the company
is accounting for this scheme as a defined contribution scheme. The pension costs for the defined contribution section of the
British Polythene Pension Scheme and other defined contribution schemes are charged to the profit and loss account on the
basis of contributions due in respect of the financial year.

For the defined benefit section of the British Polythene Pension Scheme, the pension cost is charged to the profit and loss
account over the expected working lives of employees who are members of this section. The amounts charged to the profit and
loss account are the same as the amounts paid into the Group’s pension schemes and comply with SSAP 24, ‘Accounting for
Pension Costs’.

2. ANALYSIS OF TURNOVER AND OPERATING PROFIT

Exceptional Exceptional
operating operating
costs on costs on
Continuing continuing Discontinued Continuing continuing Discontinued
operations  operations  operations 2003  operations  operations  operations 2002
£m £m £m £m £m £m £m £m
Turnover by destination - UK 238.8 - 8.5 247.3 239.7 - 19.0 258.7
- Other EC 90.5 - 0.9 91.4 81.1 - 1.6 82.7
- Non EC 12.0 - - 12.0 8.8 - 0.2 9.0
341.3 - 9.4 350.7 329.6 - 20.8 350.4
Cost of sales (274.9) (0.8) (8.2)  (283.9)  (266.8) (1.7) (18.1)  [286.6)
Gross profit 66.4 (0.8) 1.2 66.8 62.8 (1.7) 2.7 63.8
Distribution costs (16.9) = (0.3) (17.2) (16.7) = (0.6) (17.3)
Selling and administration expenses (30.7) = (0.5) (31.2) (29.0) (0.4) (1.2) (30.6)
(47.6) - (0.8) (48.4) (45.7) (0.4) (1.8) (47.9)
Operating profit before employee
profit sharing scheme 18.8 (0.8) 0.4 18.4 17.1 (2.1) 0.9 15.9
Amount applied to employee
profit sharing scheme (1.4) = = (1.4) (0.5) = = (0.5)
Operating profit before
exceptional operating costs 17.4 (0.8) 0.4 17.0 16.6 (2.1) 0.9 15.4
Exceptional operating costs (0.8) 0.8 - - (2.1) 2.1 - -
Operating profit 16.6 - 0.4 17.0 14.5 - 0.9 15.4
Geographical Analysis UK Non UK Total UK Non UK Total
i o 2003 2003 2003 2002 2002 2002
Split by country of origin £m £m £m £m £m £m
Turnover 278.8 71.9 350.7 285.2 65.2 350.4
Operating profit before employee profit sharing
scheme and exceptional operating costs 14.0 5.2 19.2 12.6 5.4 18.0
Amount applied to employee
profit sharing scheme (1.3) (0.1) (1.4) (0.5) = (0.5)
Operating profit before exceptional
operating costs 12.7 5.1 17.8 12.1 5.4 17.5
Exceptional operating costs (0.8) - (0.8) (1.2) (0.9) (2.1)
Operating profit 11.9 5.1 17.0 10.9 4.5 15.4
Exceptional non operating costs (2.0) - (2.0) (1.0) - (1.0)
Profit on ordinary activities before
interest and taxation 9.9 5.1 15.0 9.9 4.5 14.4
Net operating assets 96.2 27.2 123.4 108.1 23.7 131.8
Net borrowings (48.3) (63.4)
Taxation and dividends (13.1) (11.7)
Net assets per balance sheet 62.0 56.7

The Directors consider that the Group’s activities are conducted as a single business.
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2. ANALYSIS OF TURNOVER AND OPERATING PROFIT continued

Operating profit is stated after charging: zgﬁorg Z%On%
Depreciation of tangible fixed assets 14.4 15.0
Audit fees (Company - £20,000: 2002 - £20,000) 0.2 0.2
Other fees paid to auditors and their associates

Tax services - compliance 0.1 0.1
- advisory 0.1 0.1
Legal services 0.1 -
Operating lease charges - plant 2.9 2.4
- buildings 1.4 1.4

3. STAFF COSTS AND DIRECTORS REMUNERATION
Average number of employees: 2003 2002
Production 2,653 2,817
Administration 244 270
Selling 276 302
3,173 3,389
Employee costs: £m £m
Wages and salaries 66.0 67.7
Employee profit sharing scheme 1.4 0.5
Social security costs 7.1 6.7
Other pension costs 5.1 4.1
79.6 79.0

Wages and salary costs are inclusive of redundancy costs.
Amounts relating to directors’ emoluments, share options, deferred incentive scheme interests and pension entitlements are set out
in pages 22 to 26 within the Report of the Board on Directors’ Remuneration and form part of the financial statements.

4. EXCEPTIONAL OPERATING COSTS

. o : 2003 2002
Restructuring of continuing operations: £m £m
Redundancies 0.4 1.2
Asset write downs - 0.1
Machinery relocation and reinstallation 0.4 0.2
Property costs and dilapidations - 0.5
Other site related costs - 0.1

0.8 2.1
5. NET INTEREST PAYABLE AND SIMILAR CHARGES

2003 2002
Interest payable and similar charges: £m £m
Interest on bank loans and overdrafts 2.2 2.8
Interest on other loans 1.4 1.3
Interest on finance leases and hire purchase agreements - 0.1

3.6 4.2
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6. TAX ON PROFIT ON ORDINARY ACTIVITIES
Corporation Tax

2003

2002

UK Corporation tax at 30% on the profits of the year £m £m £m £m
Current tax on income for the period 2.9 2.0
Adjustments in respect of prior periods (0.2) 0.2

2.7 2.2
Overseas corporation tax
Current tax on income for the period 0.6 0.7
Adjustments in respect of prior periods 0.1 (0.4)

0.7 0.3

3.4 2.5
Deferred taxation
Origination of timing differences - 0.6
Losses now utilised 0.6 0.3
Adjustments in respect of prior periods (0.2) (0.4)

0.4 0.5
Tax on profit on ordinary activities 3.8 3.0

Factors affecting the tax charge for the current period

The difference between the corporation tax charge for the period and the standard rate of corporation tax in the UK is explained

below:
Corporation tax reconciliation

Profit on ordinary activities before taxation 11.4 10.2
Current tax at 30% 3.4 3.1
Expenses not deductible for tax purposes 0.4 0.3
Capital allowances for period in excess of depreciation (0.2) (0.6)
Losses not able to be utilised = 0.1
Utilisation of tax losses (0.9) (0.5)
Overseas tax rates 0.2 0.1
Capital losses 0.6 0.2
Adjustment in respect of prior years (0.1) (0.2)
Total corporation tax charge (see above) 3.4 2.5
7. MINORITY INTERESTS
2003 2002
£m £m
Equity interests - (0.1)
8. DIVIDENDS
: 2003 2002
Equity £m £m
On ordinary shares:
Interim of 7p paid (2002 - 7p) 1.8 1.8
Final of 14p proposed (2002 - 14p) 3.6 3.6
Total dividend of 21p (2002 - 21p) 5.4 5.4
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9. EARNINGS PER ORDINARY SHARE OF 25P

Basic earnings per share is based on the profit attributable to ordinary shareholders of £7.6 million (2002 - £7.1 million) using

the weighted average number of shares in issue of 25,903,000 (2002 - 25,892,000).
Diluted earnings per share on continuing operations before all exceptional items is calculated as follows:

2003 2002

Earnings Earnings

attributable attributable
to ordinary Earnings  to ordinary Earnings
shareholders per share shareholders per share
£m pence £m pence

Diluted earnings per share based on:

Profit attributable to ordinary shareholders 7.6 29.19 7.1 27.31
Net loss on disposal of businesses 2.1 8.07 0.6 2.31
Other exceptional non operating items (0.1) (0.38) 0.4 1.54
Exceptional operating costs 0.8 3.07 2.1 8.07
Discontinued operations (0.4) (1.54) (0.9) (3.46)
Less tax relief on all exceptional costs (0.2) (0.77) (0.6) (2.31)
Tax charge on discontinued operations 0.1 0.38 0.3 1.15
Diluted earnings on continuing operations before all exceptional items 9.9 38.02 9.0 34.61

Diluted earnings per share on continuing operations before all exceptional items gives the the most appropriate measure of the

business on an ongoing basis.

'000 '000
Weighted average number of ordinary shares in issue during the year 25,903 25,892
Dilutive potential ordinary shares - share options 131 107
Diluted weighted average number of ordinary shares 26,034 25,999
10. INTANGIBLE ASSETS
Goodwill £m
Cost as at 31 December 2002 and 2003 1.3
Amortisation as at 31 December 2002 0.9
Charge for year 0.1
At 31 December 2003 1.0
Net book amount at 31 December 2003 0.3
Net book amount at 31 December 2002 0.4
Goodwill is being amortised over a 10 year period as this is considered most appropriate for existing assets.
11. TANGIBLE FIXED ASSETS

Land and Plant and

Buildings ~ Equipment Total
Group £m £m £m
Cost at 31 December 2002 47.3 225.2 272.5
Exchange adjustments 0.3 2.5 2.8
Additions 1.2 15.1 16.3
Disposals (0.3) (6.9) (7.2)
On disposal of businesses (2.0) (9.3) (11.3)
At 31 December 2003 46.5 226.6 273.1
Depreciation at 31 December 2002 13.2 173.6 186.8
Exchange adjustments 0.2 1.5 1.7
Charge for year 1.2 13.2 14.4
Disposals (0.2) (6.8) (7.0)
On disposal of businesses (0.1) (7.0) (7.1)
At 31 December 2003 14.3 174.5 188.8
Net book amount at 31 December 2003 32.2 52.1 84.3
Net book amount at 31 December 2002 34.1 51.6 85.7

Depreciation in respect of assets held under finance leases and hire purchase contracts amounted to nil (2002 - £0.5 million).
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11. TANGIBLE FIXED ASSETS continued

Plant and

Equipment Total
Company £m £m
Cost at 31 December 2003 and 2002 4.2 4.2
Depreciation at 31 December 2002 4.1 4.1
Charge for year 0.1 0.1
At 31 December 2003 4.2 4.2
Net book amount at 31 December 2003 - -
Net book amount at 31 December 2002 0.1 0.1
The net book amount of land and buildings comprises: Group
2003 2002
£m £m
Freehold 30.0 31.8
Long leasehold 2.2 2.3
32.2 34.1
12. FIXED ASSET INVESTMENTS
Group Company
Subsidiary Undertakings
o Investments Investments Loans Investments Total
Shares at cost less provisions £m £m £m £m £m
At 31 December 2002 0.1 91.9 61.6 0.1 153.6
Amount written off on disposal of business - 2.7 - - 2.7
At 31 December 2003 0.1 89.2 61.6 0.1 150.9
Subsidiary Undertakings
Except as indicated below the Company owns the whole issued share capital of all subsidiary undertakings.
Company Country of incorporation Trade
British Polythene Limited England Polythene Manufacturer
BPI plc England Holding Company
Francepac SA France Distribution Company
BPI Europe BV * Netherlands Holding Company
Combipac BV * Netherlands Polythene Manufacturer
Formipac France SA * France Distribution Company
Scott & Robertson Limited Scotland Property Company
CVP Limited * Republic of Ireland Distribution Company
Irish Polythene Industries Limited Republic of Ireland Holding Company
Irish Ropes Limited * Republic of Ireland Distribution Company
Venture Hong Kong Limited (75% owned) * Hong Kong Holding Company
Xinhui Alida Polythene Limited + China Polythene Manufacturer

* Shares held through an intermediate holding company
+ 20% owned through a subsidiary undertaking

On 27 June 2003 the Group sold its non core consumer paper bag business, Welton Bibby & Baron for a net cash consideration of
£7.5 million. The sale comprised the business, freehold property, machinery, stocks and goodwill of that part of the bpi.consumer
business located at Midsomer Norton. Welton Bibby & Baron manufactures and sells paper bags and printed paper reels and, in
the year ended 31 December 2002, made an operating profit of £0.9 million on sales of £20.8 million. The sale produced a total
profit of £1.1 million which was offset by a charge of £3.2 million for goodwill previously written off to reserves.

Details of the net assets disposed of by asset category can be found in note 28.

13. STOCKS
Group

2003 2002
£m £m
Raw materials 13.7 10.3
Work in progress 3.8 3.8
Finished goods 31.7 29.6
49.2 43.7
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14. DEBTORS
Group Company
2003 2002 2003 2002
£m £m £m £m
Trade debtors 47.8 53.1 0.1 0.4
Amounts due by subsidiary undertakings = = 20.9 25,8
Prepayments and accrued income 0.8 1.0 = =
Other debtors 1.4 1.3 1.5 1.4
Corporation tax - - - 1.1
50.0 55.4 22.5 28.2
15. BANK AND OTHER BORROWINGS: AMOUNTS FALLING DUE WITHIN ONE YEAR
Group Company
2003 2002 2003 2002
£m £m £m £m
Bank loans and overdrafts (unsecured) 9.2 18.6 0.8 11.0
Finance leases and hire purchase agreements - 0.9 - -
9.2 19.5 0.8 11.0
16. OTHER CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
Group Company
2003 2002 2003 2002
£m £m £m £m
Trade creditors 40.5 39.8 0.6 0.1
Corporation tax 8.8 2.6 = =
Other taxes and social security 4.0 4.0 0.3 0.3
Accruals and deferred income 4.6 5.8 2.5 2.6
Accrued restructuring costs 0.8 - - -
Other creditors 9.6 3.7 0.8 0.2
Proposed dividends 3.6 3.6 3.6 3.6
Amounts due to subsidiary undertakings - - 26.5 18.6
66.6 59.2 34.3 25.4
17. BANK AND OTHER BORROWINGS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
Group Company
2003 2002 2003 2002
£m £m £m £m
Bank loans 20.0 25.1 20.0 25.1
Other loan 20.0 20.0 20.0 20.0
40.0 45.1 40.0 45.1
2003 2002
. Fixed Rate Floating Rate Cash at Bank Total Total
Currency & Interest Rate Profile £m £m £m £m £m
Currency
Sterling placement 1 20.0 - - 20.0 20.0
Interest rate swap 2 15.0 (15.0) - - -
Sterling 3 = 3.4 = 3.4 21.9
Euro 3 - 24.3 (0.5) 23.8 20.7
Other 3 - 1.5 (0.4) 1.1 0.8
35.0 14.2 (0.9) 48.3 63.4

1. 10 year unsecured fixed term facility with a major financial institution at a fixed interest rate of 6.73%.
2. The interest rate swap consists of a £15 million cancellable contract with a fixed interest rate of 5.21% maturing in 2006.
3. The floating rate borrowings are all rolled over on periods of 3 months or less based on the appropriate LIBOR rate.
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17. BANK AND OTHER BORROWINGS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR continued

Maturity
2003 Less than Between Between 5 years
1year 1-2 years 2-5years or more Total
£m £m £m £m £m
Cash at bank and in hand (0.9) - - - (0.9)
Other loans - - - 20.0 20.0
Bank loans and overdrafts 9.2 20.0 - - 29.2
8.3 20.0 = 20.0 48.3
Undrawn facilities
Overdrafts 20.7 - - - 20.7
Total facilities 29.9 20.0 - 20.0 69.9
2002 Less than Between Between 5 years
1year 1-2 years 2-5 years or more Total
£m £m £m £m £m
Cash at bank and in hand (1.2) - - - (1.2)
Other loans - - - 20.0 20.0
Bank loans and overdrafts 18.6 5.1 20.0 - 43.7
Finance leases and hire purchase agreements 0.9 - - - 0.9
18.3 5.1 20.0 20.0 63.4
Hedging

Translational exposure
The Group has a policy of maintaining borrowings in the currency of most of its overseas operations to cover the net asset
position in those companies.

Transactional exposure

Sales orders in currency are covered in most instances at the the time of receipt by the creation of a currency overdraft. Any
significant exception to this is approved at Board level.

Purchases are covered with forward contracts where appropriate.

2003 2002

Carrying Carrying
. Amount Fair Value Amount Fair Value
Fair Values £m £m £m £m
Fixed asset investment 0.1 0.1 0.1 0.1
Fixed rate borrowings - Other loans (20.0) (19.5) (20.0) (19.8])
- Finance leases and hire purchase agreements - - (0.9) (0.9)
Interest rate swaps - - - (0.3)
Forward foreign currency contracts - - - -
(19.9) (19.4) (20.8) (20.9)

Investments
The fair value of investments is based on estimates of likely sales values of the investments.

Cash at bank, borrowings due within 1 year, floating rate borrowings due after more than 1 year, trade creditors, trade debtors
and other current liabilities

The carrying value approximates to fair value either because of the short maturity of the instruments or because the interest
rates are reset after periods of not greater than six months.

Fixed rate borrowings
The fair value is based on the quoted market prices of comparable debt issued by other companies.

Interest rate swaps

The fair value of interest rate swaps is the estimated amount which the Group expects to pay or receive on the termination of the
agreements, taking into consideration current interest rates and the creditworthiness of the counterparties, less any provision
for termination costs included in the accounts at 31 December 2003. The nominal value of interest rate swaps at 31 December
2003 was £15.0 million (2002 - £15.0 million).

Forward foreign currency contracts

At 31 December 2002 and 2003 the gains and losses on forward exchange contracts taken out as hedges against purchase
transactions were not material.
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18. DEFERRED TAXATION

Accelerated Other
capital timing
allowances  differences Total
£m £m £m
Group
At 31 December 2002 at 30% 6.5 (1.0) 5.5
Exchange movements 0.2 (0.1) 0.1
Transfer (to) / from profit and loss account (0.3) 0.7 0.4
At 31 December 2003 at 30% 6.4 (0.4) 6.0
Company
At 31 December 2002 and 2003 at 30% (0.1) 0.1 -

19. MINORITY INTERESTS

At 31 December 2002 and 2003

Total
£m

0.1

Minority interests comprise a 25% holding in the ordinary share capital of Venture Hong Kong Limited, along with the related
share in the results of the company up to 31 December 2003 as adjusted to reflect United Kingdom generally accepted accounting
principles and Group accounting policies. Venture Hong Kong Limited holds a 20% minority interest in Xinhui Alida Polythene

Limited.

20. CALLED UP SHARE CAPITAL

2003 2002
Authorised £m £m
Equity
80,227,336 ordinary shares of 25p each 20.1 20.1
Allotted, called up and fully paid
Equity
25,929,988 ( 2002 - 25,900,231 ) ordinary shares of 25p each 6.5 6.5
Average
. . . Date of Purchase No of
Movements in equity share capital Purchase price Shares
At 31 December 2002 25,900,231
Exercise of SAYE Options Various £2.850 29,757
At 31 December 2003 25,929,988

21. SHARE PREMIUM ACCOUNT

Group Company

£m £m
At 31 December 2002 23.3 23.3
On shares issued 0.1 0.1
At 31 December 2003 23.4 23.4

22. OTHER RESERVES

Group Company

£m £m
Merger reserve
At 31 December 2002 and 2003 - 6.5
Capital redemption reserve
At 31 December 2002 and 2003 7.1 7.1
Capital reserve
At 31 December 2002 and 2003 0.5 0.1
Total other reserves at 31 December 2002 and 2003 7.6 13.7
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23. PROFIT AND LOSS ACCOUNT
Group Company

£m £m
At 31 December 2002 19.3 30.6
Retained profit/(loss) for year 2.2 (2.3)
Exchange adjustment (0.2) -
Goodwill previously written off to reserves 3.2 -
At 31 December 2003 24.5 28.3

The cumulative total of goodwill written off against reserves in respect of acquisitions prior to 1 January 1998 when FRS 10:
Goodwill and intangible assets was adopted, amounts to £30.5 million (2002 - £33.7 million) of which £21.4 million referred
to subsidiary undertakings (2002 - £24.5 million).

The profit after taxation for the year dealt with in the Company amounted to £3.1 million (2002 - £1.0 million).

24. COMMITMENTS UNDER OPERATING LEASES

2003 2002
Group £m £m
Amount payable next year where leases expire:
Within one year 0.5 0.7
Between two and five years 1.9 2.1
2.4 2.8
Buildings
Amount payable next year where leases expire:
Within one year 0.1 0.1
Between two and five years 0.3 0.2
After five years 0.1 0.2
0.5 0.5

25. CONTINGENT LIABILITIES

Contingent liabilities of the Group in respect of indemnities amount to £0.6 million (2002 - £0.6 million) none of which relates
to the Company (2002 - nil).

The Company has guaranteed the bank overdrafts of certain subsidiaries amounting at 31 December 2003 to £8.3 million

(2002 - £7.4 million) including interest from time to time thereon. The Company also has an obligation under the Group VAT
registration amounting at 31 December 2003 to £2.1 million (2002 - £1.4 million).

As noted in previous years’ Report and Accounts, along with a number of other businesses in the industrial and agricultural
plastic films market in Europe, the Group was visited by officials from the Competition Directorate of the European Commission
investigating alleged infringements of European Competition Law. Following the visits the Group implemented a group wide
awareness and compliance programme in relation to both EU and UK Competition Law. During this process it became clear that
some of the Group’s previous practices had not been compliant with that legislation and the Directors consider that the Group
may incur financial penalties as a result. It is not possible to predict with any degree of accuracy when a conclusion will be
reached on these matters. As the Directors cannot predict with any degree of certainty the outcome of the above matters,

it is still not possible to assess accurately the quantum of any financial cost to the Group.

26. CAPITAL COMMITMENTS

Group Company
2003 2002 2003 2002
£m £m £m £m
Contracts placed for future capital expenditure not provided in the financial statements 5.2 4.0 = =

27. RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES

2003 2002
£m £m
Operating profit 17.0 15.4
Depreciation charges 14.4 15.0
Amortisation of goodwill 0.1 0.1
Gain on disposal of tangible fixed assets (0.1) (0.5)
31.4 30.0
Increase in stocks (6.9) (5.3)
Decrease in debtors 6.2 3.1
Increase / (decrease) in creditors 3.3 (1.1)
2.6 (3.3)
Net cash inflow from operating activities 34.0 26.7
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28. DISPOSALS OF BUSINESSES

2003 2002

£m £m

Tangible fixed assets 4.2 0.2
Stocks 2.2 0.4
6.4 0.6

Gain / (loss) on disposal 1.1 (0.2)
Cash received (net of expenses) 7.5 0.4
Payments in respect of prior year disposals - 0.4
Net inflow of cash and cash equivalents in respect of the disposal of businesses 7.5 0.8

29. SHARE OPTIONS
At 31 December 2003 a number of employees held options to purchase ordinary shares in the Company. The individual options, not yet
exercised, of directors and other employees are as follows:

from w?wiagﬁ Expiry Option Other

Date of Grant exercisable date price Directors employees Total
Executive Scheme

27-0ct-94 27-0ct-97  26-Oct-04 443.06p 50,720 - 50,720
27-0ct-94 27-0ct-97  26-Oct-04 443.06p* 16,910 = 16,910
10-Mar-03 10-Mar-06 9-Mar-13 225.00p* 150,000 435,000 585,000
Savings Related Scheme

23-0ct-98 1-Dec-03 31-May-04 288.90p 7,008 112,697 119,705
10-0ct-01 1-Dec-04 31-May-05 266.16p 1,455 170,273 171,728
10-0ct-01 1-Dec-06 31-May-07 266.16p 2,536 221,084 223,620
Total 228,629 939,054 1,167,683

* See note in Report by the Board on Directors” Remuneration.

30. PENSIONS

Defined Contribution Schemes

The assets of the defined contribution section and other insured schemes (including those being maintained on a temporary
basis) are held separately from those of the Group, being invested with a number of insurance companies.

The pension charge includes contributions payable by the Group to the various insurance companies.

Defined Benefit Scheme

The assets of the defined benefit section are invested in a self-administered trust fund and hence are also separated from the
Group’s business assets.

The latest valuation of the British Polythene Pension Scheme has been carried out by independent actuaries, Mercer Human
Resource Consulting Limited, the effective date of the valuation being 31 December 2002. The valuation was carried out using the
projected unit method.

The principal actuarial assumptions adopted are that, over the long-term, the investment rate of return will be 6.3% per annum,
the investment return will exceed future pensionable earnings increases by 4.0% per annum and the investment return will
exceed increases to current and future pensions in payment by 4.0% per annum. Scheme assets are taken at market value.

The total value of the assets was sufficient to cover 83% of the total value of benefits that had accrued to the members prior to
the valuation date, after allowing for future increases in earnings and pensions. The market value of the Scheme’s assets at the
valuation date was £99.7 million.

The contribution rate was increased with effect from 1 January 2003 with a view to eliminating the deficit in the Scheme over the
next 15 years.

The Scheme was closed to new entrants in June 2000.

FRS17 Disclosure

Whilst the group is required to continue to account for pension costs in accordance with Statement of Standard Accounting
Practice 24 ‘Accounting for Pension Costs’, under FRS 17 ‘Retirement benefits’ the following transitional disclosures are
required:

A full actuarial valuation in relation to the defined benefit pension scheme in the UK was carried out on 6 April 2002 and was
updated by the actuary on an FRS 17 basis at 31 December 2002 and 31 December 2003.

The major assumptions used by the actuary in these valuations were:

31 December 31 December 31 December

2003 2002 2001

Rate of increase in pensionable earnings* 2.50% 3.30% 3.50%
Rate of increase in pensions in payment and deferred pensions 2.50% 2.30% 2.50%
Discount rate applied to scheme liabilities 5.40% 5.60% 6.00%
Inflation assumption 2.50% 2.30% 2.50%

* The reduction in rate of increase in pensionable earnings reflects the change in definition agreed by members
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30. PENSIONS continued
The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions which, due
to the timescale covered, may not necessarily be borne out in practice.

Scheme assets

The fair value of the Scheme’s assets, which are not intended to be realised in the short term and may be subject to significant
change before they are realised, and the present value of the Scheme’s liabilities, which are derived from cash flow projections
over long periods and are thus inherently uncertain, were:

Long term Long term Long term

rate of rate of rate of
return+ Value at return Value at return Value at
31 Dec 03 31 Dec 03 31 Dec 02 31 Dec 02 31 Dec 01 31 Dec 01
£m £m £m
Equities 7.80% 85.8 7.60% 75.8 8.00% 95.8
Government securities 5.40% 17.8 5.60% 14.3 6.00% 12.0
Other 4.80% 15.1 4.50% 9.6 5.00% 12.0
118.7 99.7 119.8
Present value of scheme liabilities (154.1) (144.0) (128.6)
Deficit in the scheme (35.4) (44.3) (8.8)
Related deferred tax asset 10.6 13.3 2.6
Net pension liability (24.8) (31.0) (6.2)

+ The rates quoted are the expected net rate of return after allowing for investment expenses.

The amount of this net pension liability would have a consequential effect on reserves.
If FRS 17 had been fully adopted in these financial statements additional information would have been included in relation to the
defined benefit pension scheme in the UK in the financial statements as follows:

Movement in deficit during the year 2003 2002
£m £m
Deficit in scheme at beginning of year (44.3) (8.8)
Current service cost (3.2) (3.5)
Past service cost - (0.1)
Curtailment profit on sale of business 0.4 =
Total amount charged to operating profit (2.8) (3.6
Expected return on scheme assets 7.0 9.1
Interest on pension liabilities (8.1) (7.8)
Total amount (charged) / credited to other financial income (1.1) 1.3
Amount charged to profit and loss account (3.9) (2.3)
Contributions paid 4.2 3.8
Actuarial gain / (loss) (see below) 8.6 (36.5)
Deficit in the scheme at end of year (35.4) (44.3)
Amount recognised in statement of total recognised gains and losses would have been
Percentage Percentage
of year end of year end
scheme scheme
assets/ 2003 assets/ 2002
liabilities £m  liabilities £m
Actual return less expected return on scheme assets 9.40% 11.1  30.30% (30.2)
Experience gains and losses arising on scheme liabilities 0.90% 1.4 1.20% (1.7)
Changes in assumptions underlying the present value of scheme liabilities 2.50% (3.9) 3.20% (4.6)
Actuarial gain / (loss) recognised in statement of total recognised gains and losses 8.6 (36.5)

The combined rate from the Company and members was 16% of pensionable earnings for the 3 years ended on 31 December
2002. With effect from 1 January 2003 the combined rate increased to 22% of pensionable earnings. The combined contribution
rate will further increase to 23% of pensionable earnings from 1 January 2004 reflecting the increase in member contributions to

the Scheme.

Continuation of a combined contribution rate of 16% would have resulted in a contribution of £2.6 million being made to the

Scheme as opposed to the £4.2 million disclosed above.
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2003

2002

2001

2000

1999

£m £m £m £m £m
Profit and Loss Account Extracts
Turnover 350.7 350.4 386.5 434.6 451.8
Operating profit before all exceptional costs 17.8 17.5 22.1 12.4 25.3
Profit/(loss) before taxation 11.4 10.2 16.0 (24.6) 19.3
Diluted earnings/(loss) per ordinary share 29.19p 27.31p 43.70p (63.87)p 31.78p
Dividend per ordinary share 21.00p 21.00p 21.00p 21.00p 21.00p
Balance Sheet Extracts
Fixed assets 84.7 86.2 90.2 103.8 119.1
Stock 49.2 43.7 38.8 52.2 51.6
Debtors 50.0 55.4 58.9 67.6 80.5
Creditors (60.4) (53.4) (54.3) (61.5) (70.1)
Capital employed 123.5 131.9 133.6 162.1 181.1
Shareholders’ funds 62.0 56.7 54.6 83.4 99.1
Minority interest 0.1 0.1 - - -
Borrowings 48.3 63.4 66.4 69.3 64.2
Dividends 3.6 3.6 3.6 3.6 5.7
Taxation 9.5 8.1 9.0 5.8 12.6
123.5 131.9 133.6 162.1 181.1
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FINANCIAL CALENDAR

2004

13 May 2004 Annual General Meeting

14 May 2004 Payment of 2003 Final Dividend

Early September 2004 Announcement of 2004 Interim Results
Late November 2004 Payment of 2004 Interim Dividend

2005

Early March 2005 Announcement of 2004 Annual Results
Mid April 2005 Issue of 2004 Annual Report and Accounts
Mid May 2005 Annual General Meeting

Mid May 2005 Payment of 2004 Final Dividend
REGISTRARS

Enquiries concerning the holding of ordinary shares in the Company should be addressed
to the Registrars who should also be notified of any changes in a holder’s address.

The Registrars are: Computershare Investor Services PLC, PO Box 82, The Pavilions,
Bridgwater Road, Bristol, BS99 7NH.

WEB SITE

The Company has a web site (www.bpipoly.com] which provides details of all major stock
exchange announcements, the current share price and information on businesses and
products.

SHARE PRICE INFORMATION

The latest information on the Company’s share price is published in most newspapers, is
available on Channel 4 Teletext (page 521), the Financial Times cityline services, telephone
number 0906 843 3966 and a number of websites including the London Stock Exchange
(www.londonstockexchange.com).

YOUR SHAREHOLDING
You may check your share holding at any time by visiting the Registrars website
www.computershare.com.

REGISTERED OFFICE
10 Foster Lane, London EC2V 6HR

HEAD OFFICE

96 Port Glasgow Road, Greenock PA15 2UL
Telephone: 01475-501000

Fax: 01475-743143

REGISTRATION NUMBER
108191






