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Chairman’s statement

Macfarlane Group has performed well in the
first half of 2018. Group sales of £102.0 million,
were 14% ahead of the comparable period
last year and profit before tax of £3.5 million,

was 39% higher thanin 2017.
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This strong performance inthe first sixmonths
of 2018, supplemented by the expected seasonal
uplift fromthe e-commerce sectorinthe second
half of the year, gives the Board confidence that
its full year expectations for 2018 willbe achieved.

Packaging Distribution grew its sales by 14%
inthe firsthalfof 2018, with 5% achieved from
organic growth and the remainder fromthe 2017
acquisition of Greenwoods, whichis performing
well. Gross marginin Packaging Distributionrose
t029.3%, (2017:29.0%). Operating profit for the
divisionat £3.7 millionwas £1.0 million ahead of
2017,anincrease of 39%.

SalesinourManufacturing Operations were 11%
above 2017, with strongdemand for composite
packs forexport markets. Both manufacturing
businesses experiencedlower gross margins
asaresult ofincreased raw material prices and
unfavourable sales mix, resultingin operating profit

of £0.2 million, slightly below that achievedin 2017.

After chargingnetinterest of £0.4 million,
(2017: £0.4 million), the Group profit before tax
grewby 39%to £3.5million (2017: £2.5 million).

Netdebtat 30 June 2018 was £11.1 million,

£3.6 million below the levelof £14.7 million at

31 December 2017. The Groupis operating well
withinits existing bank facility of £30.0 million.
Consistent with our normal pattern, we expect
tobe strongly cash generative fromtradinginthe
secondhalfof2018, enablingustofinanceupto
£4.0 millionindeferred consideration as forecast,
relatingtothe acquisitions of Nelsons for Cartons
and Packaging Limited and Greenwoods Stock
Boxes, madeinearlier years. Both of these
companies are continuing to trade strongly.

On 31 July2018and 2 August 2018, we
concluded the acquisitions of Tyler Packaging
(Leicester) Limited ('Tyler') and Harrisons
Packaging Limited ('Harrisons'), two successful
packagingdistributors, basedin Leicesterand
Leylandrespectively. The maximumnet cash
considerationincluding deferred payments for
both acquisitionsis estimated tobe £3.5 million.

The pensionscheme deficitreducedto
£9.4millionat 30 June 2018 from £11.8 million at
31 December 2017, mainly due to the continued
payment of deficitreduction contributions
during the sixmonth period.

TheBoardisrecommendingan 8% increaseinthe
interimdividendto 0.65p per share to be paid on

11 October 2018 to shareholders ontheregister
asat 21 September 2018(2017:0.60p per share).

Ourstrategyis todeliver sustainable profit growth
by focusingonaddedvalue productsand services
inourtarget market sectors, combined with the
execution of value-enhancing acquisitions.
Macfarlane Group's performanceinthefirsthalf
of 2018 reflects the successfulimplementation
of our strategy and we are confident that the
Group will continue to make further progress
inthe remainder of 2018.

Stuart R Paterson

Chairman

23 August 2018
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Interim results - management report

Macfarlane Group's trading activities comprise
twodivisions, Packaging Distribution and
Manufacturing Operations.

Packaging Distribution
Macfarlane's Packaging Distribution businessis

the UK'sleading specialist distributor of protective

packaging materials. Macfarlane operates from
23 Regional Distribution Centres ('(RDCs') and

3 satellite sites, supplying customerswitha
comprehensive range of protective packaging
materials and services onalocal, regionaland
national basis. Macfarlane meetsthe needs of
customers by enablingthemto ensure their
products are cost-effectively protectedintransit
and storage by offeringa comprehensive product

range, single source supply, Just-In-Time delivery,

tailored stockmanagement programmes,
electronictradingandindependent advice on
both packagingmaterials and packing processes.

2018 2017

£000 £000
Sales 89,119 78,055
Cost of sales 62,976 55,427
Gross margin 26,143 22,628
Overheads 22,430 19,958
Operating profit 3,713 2,670

The mainfeatures of our first half performance
in2018 were:

Sales growth of 14% comprised 5% organic
growth and additional sales growth of 9%
fromour 2017 acquisition;
Strongprogressinthe development of our
National Accountbusinessinthe industrial
sectorwithincrementalbusiness from existing
customersinH12018;
Salestointernetretailersaccountedfor 19%
ofbusinessinH1 2018. We continue to develop
andwinbusinessinthis key growth sectorand
ourInnovation Labin Milton Keynes has
supportedour sales growthin 2018;

« The Third-party Logistics ('3PL') sector
represents 10% of our totalbusinessaswe
continue to strengthen our partnerships
with key 3PL operators;

Gross marginis 29.3%(2017: 29.0%) reflecting
favourable marginsin our 2017 acquisition
andtherecovery ofindustry-wide input price
increases on paper-based productsin Q2
2018;and

Overheadincreasesinthe currentyearare
primarily due totheimpact of acquisitions;
meanwhile the strong cost controlethos
throughout the business remains.

We expectsalesto continue to be weighted
towards H2 2018 reflecting the proportion of
internetretailersinour customerbase. Thekey
areas we shallfocus onto support this are:

» Maintaining our focus onthe growth potential for
protective packaginginkey market segments—
the e-commerce sector, National Accountsin
theindustrial sectorand 3PL operators;
Providing UK and pan-European customers
requiring our capabilities ona European basis
with access to our offeringand where
appropriate, utilising the benefits of our
NovuPak membership;

Improving our sourcing through stronger
relationships with our existing supplier base;
Continuing the price recovery programme
for paper-relatedinput price increases;
Rollingoutthenew productsintroducedtothe
business fromrecent acquisitions, particularly
Airsac and Shelf-Ready Packaging;

Pursuing cost-reduction opportunities

from productivity improvements andin

our property portfolio;

Maintaining the focus on working capital
management tofacilitate future growth; and
Supplementing organic growth by the
identificationand completion of further
suitable high-quality acquisitions. Our recent
acquisitions, Tylerand Harrisons, are good
localbusinesses with astrongcustomer focus,
which are expectedtointegrate wellinto the
Macfarlane network.



Manufacturing Operations
Macfarlane's Manufacturing Operations comprise
Packaging Design & Manufacture and Labels.

2018 2017

£000 £000
Sales 14,989 13,553
Cost of sales 10,037 8,650
Gross margin 4,952 4,903
Overheads 4,751 4,625
Operating profit 201 278

Packaging Design & Manufacture

We operate the Packaging Design &
Manufacture business fromtwo UK sites—
Granthamand Westbury—where we design,
manufacture and assemble custom-designed
packaging solutions for customersrequiring
cost-effective methods of protecting high value
productsinstorage andtransit. We differentiate
ourselvesthrough our technicalexpertise,
design capability, industry accreditations and
national capability through the partnership with
Macfarlane Packaging Distribution.

Packaging Design & Manufacture sales
increasedby 16% from last year's levels, with
strong growth from customers focusingon
exportmarkets. Actions toreduce operating
costswereimplemented, which, withthe benefit
of stronger sales, resultedinprofitinH1 2018
beingabove the same periodin 2017.

Labels

Our Labels business designs and prints
self-adhesive labels for major FMCG customers
inthe UKand Europe and resealable labels for
major customersinthe UK, Europe andthe
USA. The business operates from production
sitesinKilmarnock and Wicklow and a sales and
design officein Sweden, whichfocuses onthe
development and growth of our resealable
labels business, Reseal-it. More product
sectorsare adoptingthere-sealable label
formatandthisis akey strategic focus for

the Labels management team.
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InH1 2018 sales at Macfarlane Labels were 6%
higherthanin 2017 reflectinggrowthin pre-applied
labelsinFMCG sectors. Profitin the first half of
2018 was belowthatachievedin 2017, duetoan
unfavourable sales mix, but showed animproved
run-rateinthe secondquarter.

The priorities for the Manufacturing Operations
inthe second half of 2018 are to:

« Maintain Packaging Design & Manufacture sales
growth, particularlyinkey sectorse.g. Defence,
Aerospace and Medical;

« Continue toimprove operational efficiency at
both Packaging Design & Manufacture sites;

« Prioritise new sales activity on higher added
value bespoke composite pack productrange;

» Continue tostrengthentherelationship
between our Packaging Design & Manufacture
operations and our Packaging Distribution
businessto create both salesandcostsynergies;

« Accelerate the Reseal-it growth momentum
throughimproved geographic penetration,
extendingthe productrange andintroducing
Reseal-ittonew product sectors; and

« Increase self-adhesive label sales with key brands
to create amore balanced customer portfolio.

Summary and future prospects
Macfarlane Group's businesses all have
strongmarket positions with differentiated
productand service offerings. We have a
flexible business modeland a clear strategic
planincorporating arange of actions, which
is being effectivelyimplementedandis
reflectedin consistent, profitable growth
and cash-flow generationinrecentyears.

Ourfuture performanceislargely dependent
onourown efforts to grow sales, increase
efficiencies and bring high quality acquisitions
into the Group. With afocus onthe most
attractive UK market sectors for our products
and services, combined with our successful
trackrecord of growth and acquisitions, we
expect 2018 to be another successful year
for Macfarlane Group.
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Interim results — management report (continued)

Risks and uncertainties

The principalrisks and uncertainties, which
couldimpactonthe performance ofthe
Group, were outlinedinour AnnualReportand
Accounts for 2017 (available on our website at
www.macfarlanegroup.com) together with the
mitigatingactions. These remain substantially
the same for the remaining sixmonths of the
currentfinancial year and are summarised below:

» The Group'sbusinesses areimpacted by
commodity-based raw material prices and
manufacturer energy costs, with profitability
sensitive to supplier price changes. The Group
works closely withits supplierand customer
base to manage effectively the scale and
timing of these price movementsandany
resultantimpact on profit;

Giventhe multi-site nature of its business the
Group has an extensive property portfolio
comprising 3 owned ssitesand 34 leasedsites,
3 of whichare sub-let. The portfolio can give
rise torisksinrelationto ongoinglease costs,
dilapidations and fluctuationsinvalue. The
Group adopts a proactive approach to
managing property costs and exposures;
The Group hasasignificantinvestmentin
working capitalin tradereceivables and
inventories. Thereis arisk that thisinvestment
isnot fully recovered. Rigouris applied tothe
management of trade receivables and
inventories throughoutthe Group to
mitigate theserisks;

The Group needs continuedaccess to funding
tomeetitstradingobligations and to support
organic growthand acquisitions. Thereisarisk
thatthe Group may be unable to obtain funds
or that such funds willonly be available on
unfavourable terms. The Group's borrowing
facility comprises acommitted facility of

£30 millionwith Lloyds Bank PLC, available
until June 2022, which finances our trading
requirements and supports controlled
expansion, providingamedium-term
fundingplatformfor growth;

In Packaging Distribution, the business model
reflects adecentralised approach withahigh
dependency on effective local decision-making.
Thereisariskthatlocal decisions may not always
meetoverallcorporate objectives. Thisis closely
monitoredinthe Group with regular reviews of
performance and prospects for alllocations;
The Group's defined benefit pension schemeis
sensitive toanumber ofkey factors;investment
returns, discountrates usedto calculate the
scheme’'sliabilities and mortality assumptions.
Smallchangesin these assumptions could
cause significantmovements in the pension
deficit. The Group has sought tomanage the
volatility of the pension scheme deficit caused
by these factors by undertaking exercises to
reduce liabilities, more effectively matchthe
investment profile with the liability profile and
making contributions to reduce the deficit; and
The Group's growth strategy includes
acquisitions as akey component. There
arerisks that the availability of acquisition
candidates mayreduce, or that acquisitions
may not perform as expected either after
acquisition oronintegrationinto the Group.
Havingmade nine acquisitions since 2014,

the Group haswell-established due diligence
andintegration processes and procedures

and seeks toacquire quality businesses which
willperformwellinthe Group.

The Group operates aformal framework for
theidentification and evaluation of the major
businessrisks faced by each businessand
determines anappropriate course of action
tomanage theserisks.
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Statement of Directors’ responsibilities

The Directors of Macfarlane Group PLC are

Chairman

Chief Executive

Finance Director
Non-Executive Director/
Senior Independent Director
Non-Executive Director
Non-Executive Director

S.R.Paterson
P.D. Atkinson
J.Love

M.R. Arrowsmith

J.W.F.Baird
R.McLellan

The Directors confirmthat, to the best of
theirknowledge:

(i) thecondensedsetoffinancial statements
hasbeenpreparedinaccordance with
IAS 34 Interim Financial Reporting as
adoptedbytheEU;

(i) theinterimmanagementreportincludes
afairreview of the information required by:

a. DTR4.2.7R of the Disclosure and
Transparency Rules, beinganindication
ofimportant events thathave occurred
duringthe first sixmonths of the financial
yearandtheirimpact onthe condensed set
of financial statements; and a description
ofthe principal risks and uncertainties for
the remaining sixmonths of the year; and

Cautionary statement
Thisannouncementhas been prepared solely to
provide additionalinformationto shareholdersto
assessthe Group's strategy and the potential for
the strategy to succeed. It should notberelied
onby any other party orforany other purpose.

Thisannouncement contains certain
forward-looking statements relating to
operations, performance and financial status.
Suchstatementsinvolveriskand uncertainty
because theyrelate toeventsand dependupon
circumstances that willoccurinthe future and
should be treated with cautionastherearea

b. DTR4.2.8Rofthe Disclosure and
Transparency Rules, beingrelated party
transactions that have takenplacein
thefirst sixmonths of the current financial
year and that have materially affected
thefinancial position or performance
ofthe entity during that period; and any
changesintherelated party transactions
describedinthelastannualreportthat
coulddoso.

Approved by the Board of Directors on 23 August
2018 and signed onits behalf by:

o e

PeterD. Atkinson
ChiefExecutive

JohnLove
Finance Director

number of factors, includingboth economic
andbusinessrisk factors that could cause
actualresults or developments to differ
materially from those expressed orimplied
by these forward-looking statements.

These statements are made by the directors
ingoodfaith based on the information available
tothemup to the time of their approval of this
announcement. Nothingin this Interim Results
Statement should be construed as a profit
forecastoraninvitationto dealinthe securities
ofthe Group.
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Independent review report to Macfarlane Group PLC

Conclusion

We have been engaged by the company toreview
the condensed set of financial statementsinthe
half-yearly financial report for the sixmonths ended
30June 2018 which comprises the condensed
consolidatedincome statement, the condensed
consolidated statement of comprehensive
income, the condensed consolidated statement
of changesin equity, the condensed consolidated
balance sheet, the condensed consolidated cash
flow statementand therelated explanatory notes.

Based on ourreview, nothinghas come to our
attention that causes us to believe that the
condensed set of financial statementsinthe
half-yearly financial report for the six months
ended 30 June 2018is notprepared,inall
material respects, inaccordance with IAS 34
Interim Financial Reporting as adopted by the EU
andthe Disclosure Guidance and Transparency
Rules ('the DTR') of the UK's Financial Conduct
Authority (‘'the UKFCA).

Scope of review

We conducted ourreview inaccordance with
International Standard on Review Engagements
(UK andIreland) 2410 Review of Interim Financial
Information Performed by the Independent Auditor
ofthe Entityissued by the Auditing Practices
Boardforuseinthe UK. Areview ofinterim
financialinformation consists of making
enquiries, primarily of persons responsible for
financialand accountingmatters, and applying
analyticaland otherreview procedures. We read
the otherinformation containedin the half-yearly
financialreportand consider whether it contains
any apparent misstatements or material
inconsistencies with theinformationinthe
condensed set of financial statements.

Areviewis substantiallylessinscope thanan
audit conductedinaccordance with International
Standards on Auditing (UK) and consequently
doesnotenable usto obtainassurance thatwe
would become aware of all significant matters
thatmight beidentifiedinanaudit. Accordingly,
we do not express an audit opinion.

Directors’ responsibilities

The half-yearly financial reportis the
responsibility of, and has beenapprovedby,
the directors. The directors are responsible
for preparing the half-yearly financial report
inaccordance withthe DTR of the UKFCA.

Asdisclosedinnote 1, the annualfinancial
statements of the group are preparedin
accordance with International Financial
Reporting Standards as adopted by the EU.
Thedirectors areresponsible for preparing the
condensed set of financial statementsincluded
inthe half-yearly financialreportinaccordance
with IAS 34 as adopted by the EU.

Our responsibility

Ourresponsibility is to express to the company
aconclusion onthe condensed set of financial
statementsinthe half-yearly financial report
based onourreview.

The purpose of our review work and
towhom we owe ourresponsibilities
Thisreportis made solely to the companyin
accordance withthe terms of ourengagementto
assist the companyin meeting the requirements
ofthe DTR of the UKFCA. Our review has been
undertaken so that we might state to the
company those matters we are required to state
toitinthisreportandforno otherpurpose. Tothe
fullest extent permitted by law, we do not accept
orassume responsibility to anyone otherthan
the company for our review work, for thisreport,
or for the conclusions we have reached.

HughHarvie
forandonbehalfof KPMGLLP
Chartered Accountants

319 StVincent Street
Glasgow G2 5AS

23 August2018
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Condensed consolidated income statement (unaudited)
For the six months ended 30 June 2018

Sixmonths Sixmonths Yearto
to30June to30June 31December
2018 2017 2017
Note €000 £000 £000
Continuing operations

Revenue 3 102,007 89,824 195,991
Cost of sales (70,912) (62,293) (135,687)
Gross profit 31,095 27,531 60,304
Distribution costs (4,324) (4,000) (8,208)
Administrative expenses (22,857) (20,583) (42,007)
Operating profit 3 3,914 2,948 10,089
Finance costs 4 (388) (413) (828)
Profit before tax 3,526 2,535 9,261
Tax 5 (675) (443) (1,837)
Profit for the period 3 2,851 2,092 7,424

Earnings per share 7
Basic 1.81p 1.53p 5.22p
Diluted 1.81p 1.52p 5.22p

Condensed consolidated statement of comprehensive income
(unaudited) For the six months ended 30 June 2018

Sixmonths Sixmonths Yearto
to30June to30June 31December
2018 2017 2017
Note €000 £000 £000
Items that may be reclassified to profit or loss
Foreign currency translation differences (26) 35 45
Items that will not be reclassified to profit orloss
Remeasurement of pension scheme liability 10 979 (505) (223)
Tax recognised in other comprehensive income
Tax on remeasurement of pension scheme liability 11 (166) 86 38
Other comprehensiveincome/(expense) for the period,
netoftax 787 (384) (140)
Profit for the period 2,851 2,092 7,424

Total comprehensiveincome for the period 3,638 1,708 7,284
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Condensed consolidated statement of changes in equity
(unaudited) For the six months ended 30 June 2018

Share Share  Revaluation Translation Retained
capital premium reserve reserve earnings Total
Note £000 £000 £000 £000 £000 €000
At 1 January 2018 39,387 12,975 70 299 4,479 57,210
Comprehensiveincome
Profit for the year - - - — 2,851 2,851
Foreign currency
translation differences = = = (26) (26)
Remeasurement of
pension schemeliability 10 - - - - 979 979
Tax onremeasurement
of pension scheme
liability 11 - - = = (166) (166)
Total comprehensive
income - - - (26) 3,664 3,638
Transactions with
shareholders
Dividends 6 - = = = (2,363)  (2,363)
Totaltransactions
with shareholders - - - - (2,363) (2,363)
At30June 2018 39,387 12,975 70 273 5,780 58,485
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Condensed consolidated statement of changes in equity
(unaudited) For the six months ended 30 June 2017

09

Share Share  Revaluation Translation Retained
capital premium reserve reserve earnings Total
Note £000 £000 £000 £000 £000 €000
At 1 January 2017 34,084 4,641 70 254 274 39,323
Comprehensiveincome
Profit for the year - - = = 2,092 2,092
Foreign currency
translation differences - = = 35 = 35
Remeasurement of
pension scheme liability 10 - - - - (505) (505)
Tax onremeasurement
of pension scheme
liability 11 = = = = 86 86
Total comprehensive
income - - - 35 1,673 1,708
Transactions with
shareholders
Dividends 6 - - = = (1.909)  (1,909)
Credit for share-based
payments = = = = 54 54
Totaltransactions
with shareholders - - - - (1,855) (1,855)
At30June 2017 34,084 4,641 70 289 92 39,176
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Condensed consolidated statement of changes in equity
For the year ended 31 December 2017

Share Share  Revaluation Translation Retained
capital premium reserve reserve earnings Total
Note £000 £000 £000 £000 £000 €000
At 1 January 2017 34,084 4,641 70 254 274 39,323
Comprehensiveincome
Profit for the year - - = = 7,424 7,424
Foreign currency
translation differences - = = 45 = 45
Remeasurement of
pensionschemeliability 10 - - - - (223) (223)
Taxonremeasurement
of pension scheme
liability 11 = = = = 38 38
Total comprehensive
income - - - 45 7,239 7,284
Transactions with
shareholders
Dividends 6 = = = = (2,854) (2,854)
Share-based payments = = = = (180) (180)
Issue of share capital 12 5,303 8,334 = = = 13,637
Total transactions
with shareholders 5,303 8,334 - - (3,034) 10,603
At 31 December2017 39,387 12,975 70 299 4,479 57,210
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Condensed consolidated balance sheet (unaudited)

At 30 June 2018
30June 30June 31December
2018 2017 2017
Note £000 £000 £000
Non-current assets
Goodwilland other intangible assets 56,160 43,330 57,234
Property, plant and equipment 8,647 7,961 8,630
Other receivables 189 358 296
Deferred tax assets 11 1,998 2,691 2,407
Totalnon-currentassets 66,994 54,340 68,567
Currentassets
Inventories 15,384 12,848 15,465
Trade and other receivables 48,555 42,880 52,578
Cash and cash equivalents 9 2,576 1,212 2,013
Total current assets 66,515 56,940 70,056
Total assets 3 133,509 111,280 138,623
Currentliabilities
Trade and other payables 48,444 39,943 49,100
Current tax payable 604 563 741
Finance lease liabilities 9 151 398 245
Bank borrowings 9 13,478 15,259 16,346
Total currentliabilities 62,677 56,163 66,432
Net currentassets 3,838 777 3,624
Non-current liabilities
Retirement benefit obligations 10 9,418 13,419 11,823
Deferredtax liabilities 11 2,882 1,577 3,048
Trade and other payables 27 778 13
Finance lease liabilities 9 20 167 97
Total non-current liabilities 12,347 15,941 14,981
Totalliabilities 75,024 72,104 81,413
Netassets 3 58,485 39,176 57,210
Equity
Share capital 39,387 34,084 39,387
Share premium 12,975 4,641 12,975
Revaluation reserve 70 70 70
Translation reserve 273 289 299
Retained earnings 5,780 92 4,479

Total equity 58,485 39,176 57,210
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Condensed consolidated cash flow statement (unaudited)
For the six months ended 30 June 2018

Sixmonths Sixmonths Yearto

to30June to30June 31December

2018 2017 2017

Note €000 £000 £000

Net cashinflow from operating activities 9 6,730 4,427 6,482
Investing activities

Acquisitions 8 - (246) (8,337)

Proceeds on disposal of property, plant and equipment 24 18 210

Purchases of property, plant and equipment (789) (829) (1,740)

Net cashusedininvestingactivities (765) (1,057) (9,867)

Financingactivities

Dividends paid 6 (2,363) (1,909) (2,854)
Proceeds fromissue of share capital (net of issue expenses) - = 7,637
Repayment of bank facility (2,868) (1,947) (860)
Repayment of finance lease liabilities (171) (232) (455)
Net cash (usedin)/generated by financing activities (5,402) (4,088) 3,468
Netincrease/(decrease) in cashand cash equivalents 563 (718) 83
Cash and cash equivalents at beginning of period 2,013 1,930 1,930

Cash and cash equivalents at end of period 9 2,576 1,212 2,013
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Notes to the Group condensed financial statements (unaudited)
For the six months ended 30 June 2018

1. Basisof preparation

Macfarlane Group PLC s a public company listed on the London Stock Exchange, incorporated and
domiciledinthe United Kingdom. The Group's annual financial statements are preparedinaccordance
with International Financial Reporting Standards (IFRSs) as adopted by the EU. Other than as disclosed
below, asrequired by the Disclosure and Transparency Rules of the Financial Conduct Authority, this
condensed set of financial statements has been prepared applying the accounting policies that were
appliedinthe preparation of the company's published consolidated financial statements for the year
ended 31 December 2017. This condensed set of financial statements has been preparedin
accordance with IAS 34 Interim Financial Reporting as adopted by the EU.

Thisisthefirst set of Group financial statements where IFRS 15 and IFRS 9 have been applied,
bothwith effectfrom 1 January 2018.

(i) Theadoptionof IFRS 15 Revenue from Contracts with Customers has not resultedin significant
changes to the revenue recognition policy appliedin the Group's financial statements for the
yearended 31 December 2017. This is due to the nature of the majority of existing customer
contracts enteredinto by the Group recognising revenue at the point of transfer of goods to
the customer, consistent with the revenue recognition frameworkin /FRS 15. As aresult, no
adjustments have beenmade to the 31 December 2017 balance sheet nor to openingretained
earningsat 1 January 2018.

(i) IFRS 9 Financial Instruments contains provisions for the calculation ofimpairment losses for
doubtfultrade receivables. This has not resultedin any significant changes to the existing
methodology usedto calculate provisions appliedinthe Group's 2017 financial statements.
Asaresult, no adjustments have been made to the 31 December 2017 balance sheet nor to
openingretained earnings at 1 January 2018.

The Directors are inthe process of evaluating the impact of IFRS 16 Leasesin the Group's 2019
financial statements. The Group's financial commitments under all operating leases at 31 December
2017 are setoutinnote 22 to the 2017 financial statements. From 1 January 2019 all operating leases
willbereclassified as finance leases under IFRS 16. Adoption of this standard will resultinanincreasein
gross assets and gross liabilities on the balance sheet and reclassifications of expenditure between
operating costs and finance costsintheincome statement. There willbe no net cash flowimpact
arising fromthe new accounting standard and the Group does not currently intend to alterits
approach as towhether assets should be leased or acquired outright going forward.

Judgements, assumptions and estimation uncertainties

Inpreparing the condensed financial statements, managementhas made judgements, estimates
and assumptions, which affect the application of the Group's accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from the amounts
estimated. Estimates and underlyingassumptions are reviewed on an ongoing basis, with revisions
to estimates recognised prospectively.

Information about judgements, assumptions and estimation uncertainties made in applyingaccounting
policies that have the most significant effect onthe amounts recognisedin these financial statements
and therefore have the most significant risk of resultingin a material adjustment are as follows:

(i) Tradeand OtherReceivables The provision for doubtful receivablesis based on
judgemental estimates over the recoverable amounts

(i) RetirementBenefit Obligations The valuation of the pension deficitis affected by key
actuarialassumptions
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Notes to the Group condensed financial statements (unaudited)
For the six months ended 30 June 2018

1. Basis of preparation (continued)

Business activities, risks and financing

The Group's business activities, together with the factorslikely to affectits future development,
performance and financial position are set outinthe Interim Management Report onpages 1to 5.

The Group's principal financial risks in the medium term relate to liquidity and credit risk. Liquidity risk
ismanaged by ensuring that the Group's day-to-day working capital requirements are met by having
access to committed banking facilities with suitable terms and conditions toaccommodate the
requirements of the Group's operations. Credit riskis managed by applying considerable rigourin
managing the Group's trade receivables. The Directors believe that the Groupis adequately placed
tomanageits financialrisks effectively in the current economic climate.

The Group's banking arrangements with Lloyds Bank PLC comprise a committed facility of
£30million, expiringin June 2022, secured over part of Macfarlane Group's trade receivables and
bearinginterestat commercialrates. The facility has financial covenants forinterest coverand over
trade receivables headroom.

The Directors are of the opinion that the Group's cash and revenue projections, which they believe
are based on prudent market data and past experience takingaccount of reasonably possible
changesintrading performance given current market and economic conditions, show that the
Group shouldbe able to operate withinits current facilities and comply withits banking covenants.

Inassessingthe going concernbasis, the Directors have considered the Group's business activities,
the financial position of the Group and the Group's risks and uncertainties. The Directors have a
reasonable expectation that, despite the current uncertain economic environment, the Company and
the Group have adequate resources to continue in operational existence for the foreseeable future. For
this reason this condensed set of financial statements have been prepared on the going concernbasis.

Approval and review of condensed financial statements
These condensed financial statements were approved by the Board of Directors on 23 August 2018.

This condensed set of financial statementsis unaudited but has been formally reviewed by the auditor
andtheir Independent Review Report to the Companyis set out on page 6.

2. Generalinformation

Comparative figures for the financial year ended 31 December 2017 are extracted from Macfarlane
Group's statutory accounts for 2017. Those accounts have beenreported on by the Company's
auditorand delivered to the Registrar of Companies. The report of the auditor was (i) unqualified,
(i) did notinclude areference to any matters to which the auditor drew attention by way of emphasis
without qualifying their report, and (iii) did not contain a statement under section 498 (2) or (3) of the
Companies Act 2006.

3. Segmentalinformation

The Group's principal business segment is Packaging Distribution, comprising the distribution
of packaging materials and supply of storage and warehousing services in the UK. The remaining
operations for the manufacture and supply of self-adhesive and resealable labels to a variety of
FMCG customersinthe UK, Europe and USA and the design, manufacture and assembly of timber,
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corrugated and foam-based packaging materials in the UK comprise one segment headed
Manufacturing Operations. Noindividual business segment within Manufacturing Operations

represents more than 10% of Group revenue or profitin each period presented.

Trading results — continuing operations

Sixmonths Sixmonths Year ended
to30June to30June 31December
2018 2017 2017
€000 £000 £000
Packaging Distribution
Revenue 89,119 78,055 171,771
Cost of sales (62,976) (55,427) (121,323)
Gross profit 26,143 22,628 50,448
Net operating expenses (22,430) (19.958) (41,012)
Operating profit 3,713 2,670 9,436
Manufacturing Operations
Revenue 14,989 13,553 28,191
Cost of sales (10,037) (8,650) (18,335)
Gross profit 4,952 4,903 9,856
Net operating expenses (4,751) (4,625) (9,203)
Operating profit 201 278 653
Sixmonths Sixmonths Yearto
to30June to30June 31December
2018 2017 2017
€000 £000 £000
Group segment —totalrevenue
Packaging Distribution 89,119 78,055 171,771
Manufacturing Operations 14,989 13,553 28,191
Inter-segment revenue (2,101) (1,784) (3,971)
Externalrevenue-continuing operations 102,007 89,824 195,991
Operating profit—continuing operations
Packaging Distribution 3,713 2,670 9,436
Manufacturing Operations 201 278 653
Operating profit 3,914 2,948 10,089
Finance costs (see note 4) (388) (413) (828)
Profit before tax 3,526 2,535 9,261
Tax (see note 5) (675) (443) (1,837)
Profit for the period 2,851 2,092 7,424

The Packaging Distribution business has historically benefited from additional demandin the final
months of the year, resultingin revenue and profitability at higher levelsin the second half of the year.
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3. Segmentalinformation (continued)

30June 30June 31December
2018 2017 2017
€000 £000 £000
Total assets
Packaging Distribution 117,732 96,872 124,069
Manufacturing Operations 15,777 14,408 14,554
Totalassets 133,509 111,280 138,623
Netassets
Packaging Distribution 50,858 32,342 49,745
Manufacturing Operations 7,627 6,834 7,465
Netassets 58,485 39,176 57,210
4. Finance costs
Sixmonths Sixmonths Yearto
to30June to30June 31December
2018 2017 2017
€000 £000 £000
Interest on bank borrowings (239) (214) (462)
Interest on obligations under finance leases (11) (15) (18)
Net interest expense on retirement benefit obligation (see note 10) (138) (184) (348)
Total finance costs (388) (413) (828)
5. Tax
Sixmonths Sixmonths Yearto
to30June to30June 31December
2018 2017 2017
€000 £000 £000
Current tax
UK corporation tax (611) (327) (1,551)
Overseas tax (29) (12) (62)
Prior year adjustments 42 49 49
Total current tax (598) (290) (1,564)
Total deferred tax (see note 11) (77) (153) (273)
Total (675) (443) (1,837)

Taxforthefirst sixmonthshasbeenchargedat 19.00% (2017: 19.25%) representing the best estimate

of the effective tax charge for the full year.
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6. Dividends

Sixmonths Sixmonths Year to
to30June to30June 31December
2018 2017 2017
£000 £000 £000

Amounts recognised as distributions to equity holders in the period
Final Dividend (1.50p per share)  (2017: 1.40p per share) 2,363 1,909 1,909
Interim Dividend (2017: 0.60p per share) - — 945
Distributionsin the period 2,363 1,909 2,854

Aninterim dividend of 0.65p per share, payable on 11 October 2018 was declared on 23 August 2018
and has therefore notbeenincluded as aliability in these condensed financial statements.

7. Earnings pershare

Sixmonths Sixmonths Year to
to30June to30June 31December
2018 2017 2017
£000 £000 £000
Earnings
Earnings from continuing operations for the purposes
of earnings per share being profit for the year from
continuing operations 2,851 2,092 7,424
30June 30June 31December
2018 2017 2017
Number of shares ‘000
Weighted average number of shares in issue for the
purposes of basic earnings per share 157,548 136,335 142,228
Effect of dilutive potential ordinary shares due to share options - 967 =
Weighted average number of sharesinissue for the
purposes of diluted earnings per share 157,548 137,302 142,228
Basic earnings per share 1.81p 1.53p 5.22p

Diluted earnings per share 1.81p 1.52p 5.22p
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8. Acquisitions

On 21 September 2017, the Group's subsidiary, Macfarlane Group UK Limited, acquired the packaging
business andselectedassets of Almadon Limited (formerly Greenwoods Stock Boxes Limited) and
100% of the issued share capital of Nottingham Recycling Limited, for a total consideration of
approximately £17.22 million. £7.97 million was paid in cash onacquisition, and £6.0 million was settled
bytheissue of shares. The deferred consideration of £3.25 millionis payableinthe final quarter of 2018,
subjectto certaintradingtargets beingmetin the twelve month period ending on 20 September 2018.

On 29 July 2016, the Group acquired 100% of Nelsons for Cartons & Packaging Limited for a total
consideration of £7.2 million. £4.7 million was paid in cash on acquisition with £1.0 million settled by
theissue of shares. Of the deferred consideration of £1.5 million, £0.75 million was paidin the final
quarterof 2017 and £0.75 million willbe paid in the third quarter of 2018.

Both businesses are packagingdistributors, accounted forin the Packaging Distribution segment.
Gooduwillarising onthese acquisitions is attributable to the anticipated future profitability of the
distribution of the Group's productrangesin the UK and anticipated operating synergies from future
combinations of activities with the existing Packaging Distribution network. All deferred consideration
isrecognisedin liabilities at the respective reporting dates. Fair values assigned to net assets acquired
and consideration paid and payable are set out below:

Sixmonths Sixmonths Year to
to30June to30June 31December
2018 2017 2017
€000 £000 £000
Net assetsacquired
Otherintangible assets - = 9,185
Property, plant and equipment - = 712
Inventories - = 1,109
Trade and other receivables - = 2,736
Cash and bank balances - = 625
Trade and other payables - = (1,179)
Current tax liabilities - = (12)
Deferred tax liabilities - = (1,587)
Net assetsacquired - = 11,589
Goodwill arising on acquisition - = 5,627
Total consideration - = 17,216
Contingent consideration onacquisitions
Current year - = (3,250)
Prior years - 246 996
Shares - = (6,000)
Total cash consideration - 246 8,962

Net cash outflow arising on acquisition
Cash consideration - (246) (8,962)
Cash and bank balances acquired - = 625

Net cash outflow - (246) (8,337)
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Sixmonths Sixmonths Yearto
to30June to30June 31December
2018 2017 2017
€000 £000 £000
Operating profit 3,914 2,948 10,089
Adjustments for:
Amortisation of intangible assets 1,074 672 1,580
Depreciation of property, plant and equipment 762 629 1,391
Gain on disposal of property, plant and equipment (14) (9) 5
Operating cash flows before movements in working capital 5,736 4,240 13,065
Decrease/(increase) ininventories 81 138 (1,370)
Decrease/(increase) in receivables 4,130 5,737 (1,163)
(Decrease)/increase in payables (668) (2,905) 1,570
Employer pension contributions less current service costs
recognised in the income statement (1,564) (1,807) (3,285)
Cash generated from operations 7,715 5,403 8,817
Income taxes paid (735) (747) (1,855)
Interest paid (250) (229) (480)
Net cashinflow from operating activities 6,730 4,427 6,482
Movementinnetdebt
Increase/(decrease) in cash and cash equivalents 563 (718) 83
Decrease in bank borrowings 2,868 1,947 860
Cash flows from payment of finance lease liabilities 171 232 455
Movementinnetdebtintheperiod 3,602 1,461 1,398
Opening net debt (14,675) (16,073) (16,073)
Closingnet debt (11,073) (14.612) (14,675)
Net debt comprises:
Cash and cash equivalents 2,576 1,212 2,013
Bank borrowings (13,478) (15.259) (16,346)
Netbank debt (10,902) (14,047) (14,333)
Finance lease liabilities
Due within one year (151) (398) (245)
Due outwith one year (20) (167) (97)
Closing net debt (11,073) (14,612) (14,675)

Cashand cashequivalents (which are presented as a single class of asset onthe balance sheet) comprise
cash at bankand other short-term highly liquidinvestments with maturity of three months or less.
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10. Retirementbenefit obligations

Thefigures below have been prepared by Aon Hewitt and are based on the results of the triennial
actuarialvaluationasat 1 May 2017, updatedto 30 June 2018 and 31 December 2017 and the actuarial
valuationat 1 May 2014 updated to 30 June 2017. The assetsin the scheme and the netliability position

ofthe scheme as calculated under |AS 19 are as follows:

30June 30June 31December
2018 2017 2017
Investment class €000 £000 £000
Equities
UK equity funds 7,182 7,129 7,034
Overseas equity funds 10,704 10,354 10,660
Multi-asset diversified funds 19,865 21,872 21,533
Bonds
Liability-driven investment funds 28,742 26,526 28,534
Other
European loan fund 6,603 6,476 6,562
Secured property income fund 6,859 6,330 6,606
Cash 288 343 31
Fair value of schemeinvestments 80,243 79,030 80,960
Present value of scheme liabilities (89,661) (92,449) (92,783)
Pension scheme deficit (9,418) (13,419) (11,823)
Deferred tax asset (see note 11) 1,601 2,281 2,010
Pension scheme deficit net of related deferred tax asset (7,817) (11,138) (9,813)

These amounts were calculated using the following principal assumptions as required under IAS 19:

30June

30June

31 December

Assumptions 2018 2017 2017

Discount rate 2.60% 2.60% 2.50%

Rate of increase in pensionable salaries 0.00% 0.00% 0.00%

Rate of increase in pensions in payment 3% or5% 3% or 5% 3% or 5%

for fixed for fixed for fixed

increases increases increases

or 3.10% or 3.20% or 3.20%

for LPI for LPI for LPI

Inflation assumption (RPI) 3.20% 3.30% 3.30%

Inflation assumption (CPI) 2.20% 2.30% 2.30%
Life expectancy beyond normal retirement age of 65

Male 23.8 years 229 years 23.7 years

Female 25.8 years 25.4 years 25.7 years

LPlrepresentslimited price indexation applied to pensionsin payment.
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Sixmonths Sixmonths Year to
to30June to30June 31December
2018 2017 2017
€000 £000 £000

Movementin scheme deficitin the period
At start of period (11,823) (14,537) (14,537)
Current service cost (65) (61) (105)
Employer contributions 1,629 1,868 3,390
Net finance cost (138) (184) (348)
Remeasurement of pension scheme liability in the period 979 (505) (223)
At end of period (9,418) (13,419) (11.823)

Sensitivity to key assumptions

Key assumptions usedfor IAS 19 are discount rate, inflation and mortality. If different assumptions
were used, then this could have a material effect on the deficit. Assuming all other assumptions are
held static thenamovementin the following key assumptions would affect the level of the deficit
as shown below:

30June 30June 31December

) 2018 2017 2017
Assumptions £000 £000 £000
Discount rate movement of +0.1% 1,435 1,572 1,485
Inflation rate movement of +0.1% (359) (370) (473)
Mortality movement of +0.1 year in age rating 267 276 278

Positive figuresreflectareduction in scheme liabilities and therefore areductionin the scheme
deficit. The sensitivity information has been prepared using the same method as adopted when
adjustingtheresults of the latest funding valuation to the balance sheet date andis consistent
with the approach adoptedin previous years.
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10. Retirementbenefit obligations (continued)

Sixmonths Sixmonths Yearto
to30June to30June 31December
2018 2017 2017
€000 £000 £000
Movement in fair value of schemeinvestments
Scheme investments at start of period 80,960 77,808 77,808
Interestincome 1,007 1,045 2,065
Return on scheme assets (exc. amounts shownin interest income) (877) 1,004 3,730
Contributions from sponsoring companies 1,629 1,868 3,390
Contribution from scheme members 36 36 72
Benefits paid (2,512) (2,731) (6,105)
Schemeinvestmentsat end of period 80,243 79,030 80,960
Movementin present value of defined benefit obligations
Obligations at start of period (92,783) (92,345)  (92,345)
Current service cost (65) (61) (105)
Interest cost (1,145) (1,229) (2,413)
Contribution from scheme members (36) (36) (72)
Changes in assumptions underlying the defined benefit obligations 1,856 (1,509) (3,953)
Benefits paid 2,512 2,731 6,105
Obligations at end of period (89,661) (92,449) (92,783)

Investments

The Trusteesreview the schemeinvestments regularly and consult with the Company regarding any
proposed changes. There were no major changesinthe investment profilein the first half of 2018.

Funding

Following the completion of the triennial actuarial valuation at 1 May 2017, Macfarlane Group PLC is
paying deficit reduction contributions inagreement with the scheme trustees with a deficit recovery
period of 7 years. Contributionsin 2018 are expected to be £2.95 million. The next triennial actuarial

valuation of the schemeis due at 1 May 2020.
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11. Deferredtax

Taxlossesless Other Retirement
accelerated capital intangible benefit
allowances assets obligations Total
£000 £000 £000 £000
At 1 January 2017 247 (1,537) 2,471 1,181
Credited/(charged) inincome statement
Current period 3 120 (276) (153)
Creditedin other comprehensive income = = 86 86
At 30 June 2017 250 (1,417) 2,281 1,114
Acquisitions (25) (1,562) = (1,587)
(Charged)/credited inincome statement
Current period (59) 162 (223) (120)
Credited in other comprehensive income = = (48) (48)
At 1 January 2018 166 (2,817) 2,010 (641)
(Charged)/credited in income statement
Current period (17) 183 (243) (77)
Credited in other comprehensive income = = (166) (166)
At30June 2018 149 (2,634) 1,601 (884)
Deferred tax assets 397 = 1,601 1,998
Deferred tax liabilities (248) (2,634) - (2,882)
At30June2018 149 (2,634) 1,601 (884)

12. Related party transactions
Transactions betweenthe Company andits subsidiaries, which are related parties, have been
eliminated on consolidation and are not disclosed.

Details of individual and collective remuneration of the Company's Directors and dividends received
by the Directors for calendar year 2018 willbe disclosed in the Group's 2018 Annual Report.

Thedirectors are satisfied that there are no other related party transactions occurring during the
sixmonth period which require disclosure.
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13. Postbalance sheet events

On 31 July 2018, the Company's subsidiary, Macfarlane Group UK Limited, concluded the acquisition
of Tyler Packaging (Leicester) Limited, apackagingdistributor basedin Leicesterand on 2 August 2018
concludedthe acquisition of Harrisons Packaging Limited, a packaging distributor basedin Leyland.
The combinedturnover forbothbusinessesis projected to be £6.0 millioninthe year after acquisition.

The maximum consideration for both acquisitions will be £4.6 million. The initial cash considerations
totalled £3.0 million. The acquisitions have deferred considerations totalling £1.6 million payablein
the secondhalf of 2019, subject to certain trading targets being achievedin the twelve month period
endingon 31 July 2019.

14. InterimReport

Theinterimreportwillbe postedto shareholders on 10 September 2018. Copies willbe available
fromtheregistered office, 21 Newton Place, Glasgow G3 7PY and available on the Company's
website, www.macfarlanegroup.com, from that date.
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