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, ZOTEFOAMS

Zotefoams plc is the world's leading manufacturer of
cross-linked block foams. Its products are used in a wide
range of markets, including sports and leisure, packaging,
transport, healthcare, toys, building, marine and military.

Through a unique production process, the Company
produces foams which have controllable properties
and are of a strength, consistency, quality and purity
superior to foams produced by other methods.

Zotefoams' strategy is to create sustained profit growth
by expanding its sales internationally and by broadening
its potential market with new unique products. This
strategy is supported by our commitment to quality,
innovation and customer service through investment

in the training and development of our employees.



Zotefoams plc 1999 at a glance

Continuing growth in continental European markets

Continuing growth in the USA

Slight upturn in UK market

Reduction in demand from toy segment
New process technology successfully trialled

Strong product development pipeline

Financial summary



Zotefoams plc Chairman’s statement

During 1999 we experienced continuing growth in continental Europe
and North America with a slight upturn in the UK market. However,
as indicated in our trading statement on 290ctober 1999, the dual
impact of sharply increasing raw materials prices and a major
reduction in demand from the toy segment reduced turnover and
profits in the second half year.

Results

Profit before tax for the year ended 31 December 1999 was

£5.8 million compared with a profit before tax, excluding exceptional
profit on disposal of land, of £7.3 million in 1998. Turnover was
£22.4 million (1998: £24.2 million). Earnings per share were 11.2p
compared with 13.9p in 1998 excluding profits on the sale of land.

Capital expenditure was £2.7 million, associated mainly with the
commissioning of a new autoclave at Croydon and the purchase and
levelling of the site in North America for our North American facility.

Dividend

The Directors are recommending a final dividend of 5.0p net per share
(1998: 4.8p). This brings the total dividend for the year to 7.5p and
represents a 4% increase on the dividend for 1998. The final dividend
will be paid on 25 April 2000 to shareholders who are on the
Company's register at the close of business on 31 March 2000.
Dividend cover is 1.5 times.

The Board

As announced in the interim report, Roger Elmhirst resigned as

a non-executive Director on 14 April due to ill health. Sadly Roger
died shortly afterwards following a lengthy illness.

Randall Redd, President of our North American subsidiary, Zotefoams
Inc, joined the Board on 2 August 1999.

On 1 October Andrew Gingell, previously Chief Operating Officer, was
appointed Managing Director. At the same date, in line with the
Board's succession plan, | took up the position of part-time executive
Chairman having previously been full-time.

The appointment of a third non-executive Director was made

on 1 December when Christopher Ryan joined the Board. | am
delighted to welcome Chris who is currently a non-executive Director
at Air Products plc, having previously been Senior Vice President

of Air Products Europe Inc.

Employees

In the difficult external environment, we continue to rely on the hard
work, creativity and dedication of our employees and | would like to
thank them for their ef forts and loyalty.

Prospects

The pressures that impacted on our performance in the second half

of 1999 have continued into the current year. However we are very
excited by two new strategic developments that the Board belie ves
will enhance significantly Zotefoams' medium- and longer-term growth
prospects.

Agreement has in principle been reached with Sekisui Chemical
Company Ltd for a global marketing and sales agreement. Under

the terms of the agreement, Zotefoams' block foam products will be
marketed alongside Sekisui's market-leading thin roll foam product

in the three major global market areas of Europe, Asia and North
America. It is anticipated that the new alliance will be implemented
during the second quarter of 2000, with benefits expected thereafter.

In addition, in support of our globalisation objectives, we have
developed and proven the technology to allow the long-distance
shipment of nitrogen-saturated polymer slabs. This development
substantially lowers the economic hurdle to establishing
manufacturing in other parts of the world and will be applied to our
planned North American facility, due for commissioning in 2001.

We believe 2000 will be a year of transition from which Zotefoams
will emerge as a balanced, high margin growth business with an
expanding international dimension.

W H Fairservice Chairman
25 February 2000



Zotefoams plc

A unique process...

Zotefoams plc operates a manufacturing
process which is truly unique. The highest
quality foams in the world are produced
using a pure nitrogen-based process in
specialised equipment operating at high
temperature and pressure. Developments

in both product and process, stemming from
the control of these variables, have been
motivated by the urge to set new boundaries
and to investigate "what could be" with a
process that offers great flexibility and a
capacity for innovation.

...continually developed

The evolution of the process and product
has been dramatic since the first cross-linked
polyethylene foam in the world was
commercialised using the process in the

mid-1960s. This evolution continues and
recent developments in process temperature
and pressure have offered even greater
flexibility, leading to major equipment,
process and product improvements from
which process efficiencies have been gained.
The ultra low-density foams launched in
1999 and, for the first time, the ability to
alter the traditional product form are direct
benefits of such advances.

...generating outstanding products

By working in partnership with our worldwide
customer base, we have been able to adapt
to the continually changing needs of a
growing market. New product developments
are focused on these market needs and the
launch of a range of improved stiffness foam
grades in early 2000, along with programmes

Technology

of work on antistatic foams and higher
density products, address present market
needs. Creativity by the suppliers of the
principal raw material, polyethylene, is also
being exploited to the benefit of customers
and the business alike.

..and future opportunities

Exploitation of the new temperature/
pressure capabilities is driving product
development toward engineering materials,
progressing toward foams with higher
temperature capability and/or novel
properties.

Using this new temperature and pressure
capability at a laboratory level, foams of
polymers presently not possible by other
means have been produced.




