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PART |

Iltem 1. Business
General

Milacron is a major solutions provider to the plestprocessing industries and a leading suppligrefium
fluids to the metalworking industries. We delivelvanced technology and superior aftermarket semsmcesupport
and we are committed to the success of our cuseomerdwide. We operate four business segments:

« Machinery technologie— North America
» Machinery technologie— Europe
* Mold technologie:

 Industrial fluids

Our first three segments represented 85% of catedelil sales in 2007 and serve plastics processotsgh a
broad range of technologically advanced produetyices and support used in state-of-the-art glegtiocessing
operations. Our plastics technologies segments faatune and sell machines and turnkey systems Basveelated
mold tooling and components, MRO (maintenance,ireal operating) supplies, and value-added ses\acel
support for injection molding, extrusion and blowlding — methods that account for over 90% of &kfic part
production. Major global markets for our plastieshinologies include packaging, building materialgpmotive,
consumer goods, housewares, medical and electronics

Our industrial fluids segment represented 15% ofotidated sales in 2007 and sells fluids with adeal
formulations meeting many stringent performancejtheand safety requirements that are used in a wadiety of
metalworking applications. Our industrial fluidgseent formulates, manufactures and sells coolariscants,
process cleaners and corrosion inhibitors and gesvielated value-added services to a variety t¢dlmerking
industries. Major global markets for our industfiaids include automotive, industrial componentsl anachinery,
aerospace, appliances, oil and primary metals &dad equipment.

History

Starting in the 1860s as a screw and tap machimg ishdowntown Cincinnati, the company was first
incorporated in 1884. As a successor to that basjridilacron was most recently incorporated in Bla in 1983.
Known throughout most of our history as a leadirachine tool maker serving metalworking industrieghe late
1990s we divested this legacy business and substgaéso divested our metalcutting tool and grmglivheel
businesses in order to focus exclusively on plagéchnologies and industrial fluids.

In the 1990s, Milacron, like many other U.S. conipanbenefited from a strong, growing economy. glastics
technologies sales were approaching $1 billion wihd profitability. At the end of the decade, hoesr the
U.S. manufacturing sector fell into its most sevamd prolonged downturn since the 1930s. The pagtiocessing
portion of the manufacturing sector was very sdyampacted and to this day has not fully recovei®@dipments of
injection molding machines in North America felbin a $1.2 billion 12-month moving total in 2000uleder
$700 million by the end of 2001. It has stayedeaiow levels ever since, experiencing only aiphrecovery in
2004 and 2005 (Source: The Society of Plasticsdimgu

In 2007, all of Milacron’s businesses in North Aigar including industrial fluids, continued to begatively
impacted by high oil and resin prices, by the sbakamong auto part molders servicing the U.S.Bigee car
manufacturers and by the slowdown in residentiahdduilding. Despite a series of responsive actimatuding a
number of plant closings, head-count reductionsahdr measures resulting in annual cost-savireygrsly
depressed sales volumes led to a consolidatedrtvascontinuing operations in 2007. Also as a restithe slow
down in North American and the emergence of otkenemies in the world, we have focused on expandimg
presence outside of our traditional markets. In7200e saw significant sales growth outside of Ndttherica,
Canada and Western Europe.




In 2007, Ohio Plastics, LLC, purchased 57.5% ofddlibr's Series B Preferred Stock triggerin“change ir
ownership” for U.S. Federal income taxes which tinthe amount of prehange net operating loss carryforwards
we can utilize per year. As a result, we record@8&million charge to the tax provision in 2007etiablish full
deferred tax valuation allowances against our deferred tax assets. The decline in the North Ataegconomy, th
deferred tax valuation allowance charge, restringucharges of $12.5 million, pension plan curt&ilihcosts of
$1.9 million and $1.9 million of other costs relhte the change in preferred stock ownership deoeensolidated
net loss in 2007 of $87.1 million, or $19.25 pearsh

Manufacturing Efficiency and Cost Structure

We are committed to better serving our customedgsimproving our financial performance through contius
cost reduction, greater working capital efficienieyxcreased manufacturing productivity and enhanweduct quality

Our focus is on reducing our overall costs and owjrg our operational efficiency through strategiicbal
sourcing and manufacturing. In North America ands¥e Europe, we have been exiting the manufaciuliey-
cost, commodity parts and concentrating on makiitgal, high-tech components that add value aveé gis a
competitive advantage. We are also consolidatimgoaun manufacturing capacity and making our faetitmore
efficient. In 2007, we closed or sold two manufaictg plants in North America and one in Westerndpa, while
eliminating the need for manufacturing and admiatste positions and reducing our overall costctrice. Thanks to
these and other recently completed restructuringsomes, we realized incremental savings from ojpgrabf
$12 million in 2007 and we expect up to $8 millehadditional savings in 2008.

In Asia, Eastern Europe and other faster-growingketa, we continue to expand our sales and manufagt
presence. And on a global basis, we are seekingsuppliers who offer greater flexibility, lower d¢and higher
quality, while consolidating existing supplier riéteships and making other improvements to our ugipain.

Product Research and Development

We design and manufacture innovative, value-addedyzts to reinforce our leading global positiond a
achieve sales growth. We continually invest in aesle and development to improve the performanaaipgxisting
products, to bring new products to market and toaia at the technological forefront of the plaspescessing and
metalworking fluids industries. To these ends, mested $19.3 million, or 2.4% of sales, in R&RBO7 compared
to $20.5 million, or 2.5% of sales, in 2006.

Patents

Milacron holds a number of patents pertaining tthijastics technologies and industrial fluids, @@f which
are material to their respective business segments.

Website

We maintain an Internet website at www.milacron.c@ur site provides company, product and service
information, as well as investor information, indilag our annual report on Form 10-K and other @ifiron
Forms 10-Q and 8-K and any amendments theretdatest earnings and news releases, stock informatigestor
presentations and conference call access and sepidgrmation filed with the Securities and ExcharCommission
(the “SEC”) is made available as soon as reasor@hlsticable after it is filed. The information ¢aimed on our
website is not incorporated by reference in thgore

Employees

Milacron’s average employment level from continuogerations was approximately 3,350 in 2007. O$¢he
approximately half were outside the U.S. As of yead 2007, our employment was about 3,300.




Segment Information

Segment and geographic information for the yeadeébecember 31, 2007 and 2006 is included in desrto
Milacron’s Consolidated Financial Statements intRattem 8 of this Form 10-K.

Plastics Technologies

Products and ServicesWe believe Milacron is the world’s broadest-lmeplier of machinery, mold bases and
related tooling and supplies to process plastics.eltensive applications engineering expertiseamdprehensive
aftermarket service and support further differastizs from our competitors. With combined 2007 salfe
$684 million, our plastics technologies businessesorganized in three segments:

Machinery technologies — North America
* Injection molding systems, parts and services seggtom North America, India and Chi
« Blow molding systems, parts, molds and serviceplgegh from North Americe

» Extrusion systems, parts and services supplied Momh America

Machinery technologies — Europe

« Injection molding systems, parts and services seggtom Europe

« Blow molding systems, parts, molds and servicepléghfrom Europe

Mold technologies
« Injection mold bases, related components/toolirdysarvices worldwid
« MRO — maintenance, repair and operating supplies world'

Milacron strives to be a “one-stop” supplier of quete end-to-end plastics processing solutions offiér full
lines of advanced injection molding, blow moldingdeextrusion systems, aftermarket replacement,pants
specialty auxiliary equipment for plastics procagsiMilacron is a manufacturer of mold bases atated tooling
and components for injection mold making and inggtmolders, and we make complete molds for bloviding.
We are also a supplier of aftermarket MRO itemsplastics processing and mold making, and we peoxedrofit
and rebuild services for older equipment manufactdoy Milacron and others.

Injection molding is a very versatile process usethake a wide variety of plastic products, randnogn auto
parts and electronic devices to consumer goodsicaleztjuipment and containers. We believe Miladsotie largest
supplier of injection molding machinery to the NoAmerican market and the third largest worldwiMée are a
recognized technology leader in all-electric inj@etmolding and in co-injection, multi-componentterdal-color,
high-tonnage, and low-pressure foam/gas-assisjection molding, offering systems that significgméduce the
customer’s cost per part. Our patented PC-basedatdechnology for plastics molding machines assurigh-
quality part production and brings the power of litternet and improved communications to the shaogr f

In blow molding, we believe Milacron is the numlmare supplier of systems to produce HDPE (high dgnsi
polyethylene) containers, as well as one of thddimtargest producers of industrial blow moldirguégment to
make hollow or semi-hollow products such as autéreatomponents, toys, furniture, luggage and s®egl
shipping containers. In addition to providing tuegk state-of-the-art systems, we are an integsipglier of molds
and related tooling for blow molding.

Our high-output, twin-screw extruders are North Aicen market leaders for producing a wide varidt\gC
(polyvinyl chloride) and plastic composite prodyasch as siding, decking, fencing and pipe, usembmmercial
and home construction markets. Smaller models psimgle-screw extruders serve such end markgitagtics film
and medical tubing. We also supply a leading liheea and rebuilt high-performance screws and lgrvehich are
the productivity and value components in the extrudusiness, for all makes and models of




extruders. We continued to make good progress®7 20reintroducing our advanced extrusion systant
technologies to markets outside North America.

For North American injection mold makers and inj@etmolders, Milacron is the leading supplier ofahle
mold bases, mold base components, ejector pinglemzscrew tips and MRO supplies. We are the nuwithivee
supplier of mold bases, components and MRO supjpliEsirope and on a global basis. Independent malkiers are
our largest customer category. We provide the widegge of standard and special mold tooling aedatest
advances in mold technologies such as quoltknge molds, hot runner systems and stack moldsit@e cycle time
increase output and improve productivity. Offerligh-quality MRO products at competitive prices, stave to
become an extension of our customers’ businesse®ekying their day-to-day needs for small toolsiggs,
temperature regulators, lubricants, safety supplisthousands of other items.

We leverage our size and geographic presence tidercapid, comprehensive, high-quality service smgport
to our customers worldwide. Through our integrated/ice and supply network, we offer 24/7 technszgdport and
repair services. Our customers have access tor @padimaintenance services onsite or via the |atexa well as
next-day parts availability on a global basis.

Markets. One of the largest industries in the world, ptasprocessing is a major contributor to the viyadif
industrialized economies and to the continuing dhoof developing areas. Plastic part productiondrasvn steadily
for over half a century, as plastics and plastimposites continue to replace traditional matesalsh as metal, woc
paper and glass. Plastics have increasingly betloeneaterial of choice in many, if not most, mawtiieed goods.

Advancements in material development and in praegsxjuipment capabilities continue to make plastic
products more functional and less expensive, thugisig secular growth. Thanks to superior stresigtiveight
ratios, plastics are increasingly used in transpion-related applications. Additionally, consurdemand for safer,
more convenient products continues to drive gerdealand for plastic products.

Milacron competes in a global market, estimatebe&13 billion on an annualized basis, for plastiggipment
and supplies. Our product mix generally paralleésmajor segments of this market. About two-thofithe market
consists of capital equipment, which is highly séresto general economic cycles and capital spapgiatterns. In
addition, demand is often shaped by other factoch sis fluctuations in resin pricing and availapiloil and other
energy costs, the impact of interest rates on revsing starts and auto sales, the introductioreaf products or
models, and consumer confidence and spending. @sangurrency exchange rates may also affectustomers’
businesses and, in turn, the demand for processjnipment. To reduce our dependency on capitalgjopces, we
continue to look for ways to expand our durable emasumable product offerings as well as our afseket services
on a global basis.

Although not always understood by those outsidentiestry, plastics generally are more environmignta
friendly and energy conserving than comparable yctedlmade out of metal, wood, paper or glass. tlitiat, many
polymer suppliers, machinery makers and processeractively developing and improving methods of/oéing
plastics. As a member of the trade association,Sdwety of the Plastics Industry, Milacron congsuo work with
other leading companies to make plastics a paheofolution to the challenges of energy and enwirental
conservation.

Geographic Sales.About 55% of our plastics technologies products services in 2007 were sold to custon
in North America. European sales made up about @B%te total, with the remainder coming from Asralahe rest
of the world.

Distribution. Milacron maintains sales, marketing and custoseevice facilities in major cities and regions
across North America, Europe and Asia. We alsotlsedugh large networks of distributors and/or saed service
offices in all major countries.

We sell our plastics machinery and systems threaugbmbination of direct sales force and independgants
who are spread geographically throughout our kegketa. We sell our mold bases, supplies and comysrterough
a direct distribution network in North America aBdrope, through a large network of joint ventudesa




and service offices in Asia, over the Internet siadtelemarketing. We market our MRO supplies tigitoboth

printed and electronic catalogs as well as ovetrtternet.

Customers. Our plastics technologies customers are involmedaking a wide range of everyday products from

food and beverage containers to refrigerator lirfeosn electronic and medical components to digitaheras and
razors; from milk bottles to wood-fiber compositagiic decking. Key end markets in order of 200ésaere
packaging, automotive, building materials, consugwerds, appliances and housewares, custom moklecsrical
and electronics, industrial machinery and companantl medical.

Production Facilities. For our three plastics technologies segmentsdvbh maintains the following principal

production facilities:

Facility Location

Ahmedabad, Indi
Batavia, Ohio*

Greenville, Michigan®
Jiangyin, China’
Lewistown, Pennsylvani
Madison Heights, Michiga
Magenta, Italy*
Malterdingen, German
McPherson, Kansas
Mechelen, Belgiun
Mississauga, Canad;

Mt. Orab, Ohic

Policka, Czech Republic
Tecumseh, Michigan
Windsor, Canad
Youngwood, Pennsylvan

* Leasec

Principal Products

Injection molding machine
Injection molding machine
Blow molding machine
Extrusion system

Mold bases

Injection molding machine
Mold component:

Hot runner system

Blow molding machine
Injection molding machine
Extrusion screws and barre
Mold component:
Extrusion screw.

Plastics machinery par
Blow molding machine
Molds for blow molding
Mold bases

Mold bases and componel

The above facilities provide approximately 1.8 ioill square feet of manufacturing, warehousing dfideo
space. All facilities are in good repair and arasidered suitable for the purposes for which theyused. The level
of utilization of the facilities in relation to thigractical capacities varies but, in all instagyds sufficient to justify

their continued operation.

The following owned facilities were pledged as atdtal to secure our obligations under the indengverning
our 111/ 2% Senior Secured Notes due 2011 and the finangirgpaent governing our $105 million asset based
revolving credit facility: (i) Lewistown, Pennsylre, (i) Youngwood, Pennsylvania, (iii) Mt. Orabhio and

(iv) Madison Heights, Michigan.

Competition. The markets for plastics technologies are gldiighly competitive and include principally North
American, European and Asian competitors. We belMilacron has the number-one position in the Néutherican
market and that we are one of the largest supphierklwide. A few of our competitors are largerrih@e are, most
are smaller, and only a few compete in more thanmnduct category. Principal competitive factorshie plastics
technologies industry are product features, teauylperformance, reliability, quality, deliveryiige and customer

service.




Industrial Fluids

Products and ServicesWith 2007 sales of $124 million, our industriklifls segment provides metalworking
industries worldwide with a wide variety of coolanlubricants, forming fluids, process cleaners emaosion
inhibitors used in the shaping of metal productsstGmers count on our extensive knowledge of cheyrasd
metalworking applications to maximize their produity.

Coolants are required in the vast majority of metekking operations, including cutting, grindingastping and
forming, to achieve desired part quality and outhubugh higher metalemoval rates and longer tool life. Our fan
of premium fluids offers superior performance whileeting the demands of today’s toughest metalwgrki
operations. We enhance our customers’ competitagehg prolonging tool life, reducing coolant usaayed
improving metal-removal and metalforming produdtiviFor over half a century, our specialty has b&grthetic
(water-based) and semi-synthetic fluids, which pteexcellent lubricity and are generally more eowinentally
friendly than traditional mineral oil-based produdn recent years, we have developed advanceerigfieids, made
from renewable oils and synthetic esters, whichchnat exceed the performance characteristics oéralroil-based
fluids, but with improved health and safety featua@d environmental advantages.

We add value for our customers by helping them maairthe safety and effectiveness of their fluidd ay
offering them our expertise in fluid/operation sygies to optimize their metalworking processesid-aptimization
can provide our customers with significant prodeittigains and cost savings.

Traditionally, our strength has been in the aremefalcutting and grinding, but we also blend aglitistamping
and metalforming fluids, process cleaners, corrogibibitors and other specialty products for metaking, all of
which represent good growth opportunities for us.

Markets. Key markets for our industrial fluids include tivaole spectrum of metalworking industries: from
automotive, aircraft and machinery makers and faps to manufacturers of appliances, agricultugaigment and
consumer and sporting goods. Milacron fluids ase alsed in the production of glass and mirrorsiardgh-tech
processes such as silicon wafer slicing and paigshi

The markets in which our industrial fluids compttal $2.5 billion on an annualized, global bagiser one-
third of the market consists of metalcutting anididjng fluids, with metalforming fluids and procedsaners each
accounting for about one-quarter of the market. &adrfor our fluids is generally directly proportadrio levels of
industrial production, although we specificallyget highergrowth areas such as machining and forming exdbgs
and aluminum. Factors affecting our customersduction rates and ultimately the demand forftuids include aut
and machinery sales, consumer spending and cooBdarterest rates, energy prices and currencyasgehrates.

When it comes to industrial fluids, Milacron placesy high importance on employee safety and enwirental
protection. In a proactive approach to continuadiprove the health and environmental effects ofafwetrking
fluids, we work both locally and internationallytivisuppliers, customers and regulatory authoriied, we support
and participate in research and educational progragarding metalworking fluids.

Geographic Sales.About 48% of our 2007 industrial fluid sales werade to customers in North America,
while another 44% were to European customers. &maining sales were to customers in Asia and tteofethe
world.

Distribution. Milacron’s industrial fluids are sold primarilifrough industrial distributors, with some direct
sales, as well as through printed catalogs. Weym®dhost of what we sell, and most of what we malseld under
our own brand names. In addition, some of our fwdce sold under brand names of other companiesghrtheir
own market channels.

Customers. Our metalworking fluids are involved in makind ldhds of products: from automotive power train
components to aluminum soft drink cans, from aiditioners and glass mirrors to bearings, golf slahd a wide
variety of industrial components.

Markets for our industrial fluids in order of imgance based on 2007 sales were automotive, industri
components, industrial machinery, job shops, aewspappliances and housewares, oil and primargispetf-




road equipment, consumer goods, and electricakbeutronics. The largest customer category, automaccounte
for 35% of fluid sales in 2007.

Production Facilities. For our industrial fluids segment, Milacron maint the following principal production
facilities:

Facility Location Products

Cincinnati, Ohic Metalworking fluids

Livonia, Michigan Process cleaners, corrosion inhibitors, spec
products

Sturgis, Michigar Metalforming fluids

Ulsan, South Kore Metalworking fluids

Vlaardingen, The Netherlan Metalworking fluids

The above facilities provide approximately 220,8g0are feet of manufacturing, warehousing and efjzace.
All facilities are in good repair and are considesaitable for the purposes for which they are usée level of
utilization of the facilities in relation to theiractical capacities varies but, in all instanéesufficient to justify their
continued operation.

The following owned facilities were pledged as atdtal to secure our obligations under the indengverning
our 111/ 2% Senior Secured Notes due 2011 and the finangreganent governing our $105 million asset based
revolving credit facility: (i) Cincinnati, Ohio, ifi Sturgis, Michigan and (iii) Livonia, Michigan.

Competition. We believe Milacron holds a leadership positionvbrld markets for synthetic metalworking
fluids. Our competitors range from large petrochmrhtompanies to smaller companies specializirginmlar fluids.
Principal competitive factors in this business it market coverage, product performance, deliyeige and
customer service.




Executive Officers of the Registrant

The following information is included in accordaneih the provisions for Part I, Iltem 10:

Name and Ag¢

Ronald D. Brown
(54)

Ross A. Anderson
(51)

Hugh C. O’Donnell
(56)

David E. Lawrenct
(57)

Robert C. McKet¢
(56)

M. Bradley Baker
(42)

John C. Franc
(43)

Danny L. Gamez
(49)

Position

Chairman, President and Chief
Executive Officer

Senior Vice President — Finance
and Chief Financial Officer

Senior Vice President, General
Counsel and Secretary

Presiden— Global Mold
Technologies

Presiden— Global Industria
Fluids

Vice President -Human Resourct

Vice President and Treasul

Controller

Positions Held During
Last Five Years

Elected Chairman, President and
Chief Executive Officer in 2001.
Has served as a Director since 1¢
Elected Senior Vice President —
Finance and Chief Financial Officer
in 2006. Prior thereto was Vice
President — Finance and CFO from
2005, Vice President and General
Manager for North American
Plastics Injection Machinery from
2004 to 2005 and Corporate
Controller from 2002 to 200
Elected Senior Vice President in
2004 and elected Vice President,
General Counsel and Secretary in
1999.

Elected President of Global Mo
Technologies business in 2004.
Prior thereto was General Manager,
Global Mold Technologies from
2003 to 2004 and General Manager
North America of [-M-E, a

Milacron subsidiary, from 1999 to
2003.

Elected President of Glob

Industrial Fluids business in 2004.
Prior thereto was General Manager,
Global Industrial Fluids from 200:
Elected Vice President of Human
Resources in 2004. Prior thereto !
Director, Global Human Resources
from 2002 to 2004

Elected Vice President in 2004 a
Treasurer in 2007

Elected Controller in 2005. Prior
thereto was employed by
subsidiaries of SPX Corporation
from 2001 to 2005, most recently as
Chief Financial Officer of SPX
Cooling Technologies Gmbt




Notes

The parenthetical figure below the name of eaclviddal indicates his age at most recent birthdagrgo
December 31, 2007.

There are no family relationships among the exeeutfficers of the Registrant.

Officers of the company are elected each year éyBitard of Directors.

Iltem 1A. Risk Factors

The following discussion of “risk factorsdentifies the most significant risk factors thaayradversely affect ol
business, operations, financial position or fufimancial performance. These risk factors couldseaour future
financial performance to differ from those in oanfard-looking statements and from our historicahtls. This
information should be read in conjunction with Mgament'’s Discussion and Analysis of Financial Ctiadiand
Results of Operations (MD&A) and the ConsolidatétaRcial Statements and related notes includeldién t
Form 10-K. The following discussion of risks is radttinclusive but is designed to highlight what believe are
important factors to consider when evaluating oyreetations.

As a “smaller reporting company”, we are not regdito provide any disclosures under Item 1A. Invjating
these risk factors, we do not represent, and revénte should be drawn, that the disclosures sod@® comply witt
the requirements of Item 1A that would apply weeesmbject to them.

Risks Relating to Our Liquidity and Our Indebtedness

The ability to service our debt and meet pensionding requirements depends upon generating cashmiro
operating activities and obtaining new sources ofdncing.

During 2007, our operating activities provided mg&10 million of cash with no pension funding régments.
Generating positive operating cash flows in therfeiis dependent upon a humber of factors includingability to
realize anticipated cost savings and operatingdrgments and to grow our sales, particularly inldarth America
injection molding machine business. A recessiothéU.S. could significantly reduce demand for praducts. We
have implemented significant cost saving initiagiie 2007 and in prior years that will favorablyeat our operating
cash flows and we expect to reduce our fixed dogttre further in 2008. Pension funding requiratador 2008 ar
approximately $30 million to $35 million and mayenkto be funded in part with debt.

In March 2008, certain of our European subsidiagiggred into a new five-year asset-based revolsiadit
program for up to €27 million in aggregate finamriSee the note to the Consolidated Financial Betés captioned
“Subsequent Events” for more information regardimg new credit program.

If we need to fund interest payments on out 14% Senior Secured Notes in part with the proceeds of
borrowings under our asset based facilities ameeiheed to pursue alternative sources of liquidditgervice our debt
and pay our expenses, it is possible that we wootde able to sell assets, refinance debt or egjséy on
commercially acceptable terms or at all, which dazduse us to default on our obligations underirmigbtedness.
Our inability to generate sufficient cash flow gad@ sufficient amounts under our asset based diadlity to satisfy
our debt obligations and pay our other expensesuofailure to comply with the covenants governing
indebtedness, could cause us to default on ougatidns and would have a material adverse effectunrbusiness,
financial condition and results of operations.

Our substantial level of indebtedness may adversdfgct our financial condition, limit our abilityto grow and
compete and prevent us from fulfilling our obligaths under our indebtedness.

As of December 31, 2007, we had approximately $88lion in total indebtedness. In addition, we araitain
of our non-U.S. subsidiaries had guaranteed $4llibombf off-balance sheet obligations related tstomer
financings. As of December 31, 2007, we had appnately $77 million of borrowing-based availabiliipder our
asset based facility of which approximately $34liorilwas available to be borrowed.
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Our substantial indebtedness could have impor@amequences. For example, it cot

 require us to dedicate a substantial portion onaleof our cash flow from operations to paymeartsour
indebtedness, thereby reducing the availabilitpwofcash flow to fund working capital, capital ergéures,
research and development efforts and other geoerabrate purpose

* increase the amount of interest expense that we toapay because some of our borrowings are ahla
rates of interest, which, if increased, will resalhigher interest payment

« increase our vulnerability to existing and futudverse economic and industry conditions if we irfcuther
indebtedness; ar

« limit, along with the financial and other restnaicovenants in our indebtedness, among othershing
ability to borrow additional funds or dispose ofets.

Our asset based facility is subject to the borrgwiase limitation, including an excess availabitégerve.
Failure to achieve compliance with covenants coetin any of our debt agreements could resultlass of funding
availability or a default under the related agreetnand could lead to acceleration of the relateiat dnd acceleratic
of debt under the other agreements. If we werelertatmeet our expenses, pension funding requir&sreemd debt
obligations, we would need to refinance all or aipa of our indebtedness, sell assets or raiséyequ

Despite current indebtedness levels, we and ourssdiaries may still be able to incur substantialtyore debt.
This could further exacerbate the risks associateith our substantial leverage.

We and our subsidiaries may be able to incur snbatadditional indebtedness in the future. Threnteof the
agreements governing our indebtedness do notfudligibit us or our subsidiaries from doing so.éfindebt is adde
to our subsidiaries’ current debt levels, the exlaisks that we and they now face could intensifyMarch 2008,
certain of our European subsidiaries entered inteva five-year asset-based revolving credit progi@mup to
€27 million in aggregate financing. See the notthtoConsolidated Financial Statements captionethsS8guent
Events” for more information regarding this newditgprogram.

Restrictions and covenants in debt agreements limit ability to take certain actions.

The indenture governing the 112% Senior Secured Notes and the credit agreemenufoasset based credit
facility contain a number of significant restrigtiwand covenants that limit our ability and ourssdiaries’ ability to,
among other things:

* borrow money
¢ use assets as security in other borrowings oradions;
 pay dividends on capital stock or purchase capitaik;
* sell assets
 enter into certain transactions with affiliatesg:
* make certain investments or acquisitic
We are currently restricted by the terms of theeintdre from paying cash dividends on our commocksas
well as our Series B Preferred Stock.
Failure to comply with the terms of one of our deibstruments could result in an event of defaultahwould

result in the acceleration of that instrument as vas all or most of our other indebtedness.

Breaching any of our covenants, conditions or iggins or the failure to comply with our obligati® after the
lapse of any applicable grace periods could résuwtloss of funding availability or a default undiee applicable de
instruments, including the credit agreement foramsget based facility. If there were an event édudé holders of
such defaulted debt could cause all amounts bodameer these instruments to be due and
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payable immediately. It is possible that our assetsash flow or that of our subsidiaries would betsufficient tc
fully repay borrowings under the outstanding dektriuments, either upon maturity or if acceleratpdn an event of
default. Further, if we are unable to repay, refteor restructure our indebtedness under our basetl facility, the
lenders under the facility could proceed againstdbllateral securing that indebtedness. In thahgwany proceeds
received upon a realization of such collateral ¢ applied first to amounts due under the asssdfacility
before any proceeds would be available to make paysron the 11/ 2% Senior Secured Notes. In addition, any
event of default or declaration of accelerationermahe debt instrument could also result in an eekdefault under
one or more of our or our subsidiaries’ other destruments, including the 21 2% Senior Secured Notes.

Our principal U.S. defined benefit pension planismderfunded, which will require us to make cash
contributions to the plan for the next several ysamvhich, in turn, will reduce the cash availableif our
business, and adverse capital market or interegereonditions may increase our net pension lialyjlit

Contributions required in 2008 and beyond will lesdxd on the provisions of the Pension ProtectidroA2006,
(the Act) which became effective on January 1, 200 funding provisions of the Act have the effetincreasing
future contributions in relation to the amountsttivauld have been required under the legislatien tihe Act
replaced. The amount of future contributions wéldependent on, among other things, the fundedsstédithe plan
and on the interest rates required to be usedifatifig purposes. Contributions required for 20@8estimated to be
$30 million to $35 million with approximately $20iltron due in September. Contributions for 2009 estimated to
be $15 million to $20 million. However, contributi® for 2010 and beyond cannot be reasonably qiexhat this
time.

There is also a risk that the Pension Benefit Gusr@orporation (the PBGC) may conclude that & mith
respect to our defined benefit plan may becomeasmeably high if the plan continues to operateigfare unable to
satisfy our funding requirement or if the plan bes unable to pay benefits. In such circumstanbeBGC could
terminate the plan and take control of its assetsuch event, we may be required to make an imategiayment to
the PBGC of all or a substantial portion of the enfidnding as calculated under PBGC assumptionkjdimg a low
discount rate. If such payment is not made, the BGuld place liens on a material portion of owgeds which coul
adversely affect our financial condition and reswoit operations. In addition, failure to fund trenpion plan as
required by law (or incurring certain liens in ceetion with a failure to fund or seeking a waivemfi funding
obligations) would be a breach of the terms ofderlsit agreements and therefore a default. If sutdutleés not cured
or waived, our indebtedness could be acceleratbithvwould have a material adverse effect on auidiity and
financial position. Finally, funding the pensioraplmight require the sale of significant businessets, which would
adversely affect our ability to generate cash anfthure. In addition, such sales of assets woaltegally require
lender and, possibly, bondholder consent andpibssible that such consent would not be granted.

“Ownership changes” for U.S. federal income tax pawses will cause utilization of our pre-change thoss
carryforwards and other tax attributes to be substially delayed, which could increase income taxpense and
decrease available cash in future years.

The sale of a portion of our convertible preferséatk on October 2, 2007 triggered an “ownershigngfe” for
U.S. federal income tax purposes. As a consequaitbe ownership change, the timing of our utiliaatof pre-
change U.S. tax loss carryforwards and other tabates will be limited in the future. The amowftthe annual
limitation is expected to be approximately $5.7limil. The limitation has the potential to signifitly increase tax
expense and increase the amounts payable for intoas in future years and thereby limit the amaiirtash
available to service our indebtedness and for mgeii operations.

Risks Relating to Our Business

Many of our customers are in cyclical industriesahhave historically experienced significant dowmts, which
resulted in substantially reduced demand for ourggpiucts.

The success of our business depends on the piitifitath our customersbusiness. Many of our customers ar
businesses that are highly cyclical in nature awmsitive to changes in general economic conditisash as the
automotive, building materials, electronics andstoner durables industries. Their demand for oudyets and
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services changes as a result of general economititmms (including increases in their cost stroesuand demar
for their products), interest rates and other fisch®yond our control. The performance of our bessris directly
related to the production levels of our customAssan example, in 2006 and 2007, the automotivestrg
experienced a significant slowdown and closurespefrating facilities, which has adversely affedtesl sale of our
plastics machinery — particularly injection moldingchines — and metalworking fluids. Declines inreamic
conditions in the industries served by our cust@meay continue to have a negative effect on ouinbas and abilit
to increase operating cash flows.

We operate in highly competitive industries, marnfywhich are currently subject to intense price costjiion,
and if we are unable to compete successfully owsukts of operations could fail to improve or coutteteriorate.

Many of the industries in which we operate are iglompetitive. The markets for plastics machinang
related products are highly competitive and incladeimber of North American, European and Asianpstitors.
Principal competitive factors in the plastics maehy industry are price, product features, techygylperformance,
reliability, quality, delivery and customer servid¥e also face many competitors in the industtiatlé segment of
our business. Principal competitive factors in iodustrial fluids segment include price, market@@ge, technolog
performance, delivery and customer service.

Further increases in our cost structure could haaa adverse effect on our operating results and cdislws.

Our costs are subject to fluctuations, particuléolyraw materials and purchased components usedrin
business, including the cost of labor and steelthadtost of oil and chemicals used in the productif metalworkini
fluids. Our success is dependent, in part uporability to manage these fluctuations through pddctions, costs
savings projects and global sourcing actions. Widehave responded by further reducing our coststre and
increasing the prices we charge our customerse tmegsures may not always be sufficient to offseeffects of the
cost increases we experience.

Our significant international operations depend tgreat extent on the economy of the European arsiah
markets and subject us to risks such as unfavorapdditical, regulatory, labor and tax conditions.

We are a global business with a significant portbour operations and sales outside the U.S. Dantial
targets depend in part on achieving significantaghoin developing regions, including the Eastermdpgan and
Asian markets. Our results could be negatively ictga if expected growth in these regions is ndized. In some
cases, these markets include countries with eca®imivarious stages of development or structefarm, some of
which are subject to rapid fluctuations in termgolfitical and economic stability, consumer pricasployment
levels, gross domestic product, interest and foreizhange rates. To the extent such fluctuatians ln effect on
the ability of our consumers to pay for our progudhe growth of our products in such markets coeldmpacted
negatively. Our success will depend in part onahility to manage through these uncertainties.

Our overall success as a global business depengart, upon our ability to successfully managdiffering and
unpredictable legal, regulatory, economic, soaml political conditions. We may not be able to amm to succeed
in developing and implementing policies and streggghat will be effective in each foreign markdtexe we do
business. Any of the foregoing factors may havadrerse effect on our ability to generate cash #iow grow our
business.

We are subject to litigation that could have an a&lge effect upon our business, financial conditiomsults of
operations or reputation.

These suits and proceedings concern issues inglydoduct liability, patent infringement, environmal
matters and personal injury matters, some of whégk substantial dollar amounts. In certain snitdfiple plaintiffs
allege personal injury involving products, suppli®dus. We are vigorously defending these claints based on
current information, believe we have recorded appate reserves in addition to excess carrier enste coverage
and indemnity claims against third parties. Weretaveave significant adverse judgments or deterrage
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the cases progress that significant additionalrveseshould be recorded, our future operating tesud financia
condition, particularly our liquidity, could be aghsely affected.

If our common stock is delisted, it may lack a matk

On September 18, 2007, we were informed by the Nexk Stock Exchange (NYSE) that the company had
fallen below the NYSE'’s continued listing standesthted to average market capitalization. Thisddah requires
that a company with stockholders’ equity of lesti$75 million maintain total market capitalizatiohnot less than
$75 million over a thirty trading-day period. Und¢¥ SE guidelines, we must return to compliance imitt8 months
following receipt of naotification. In December 2Q0¥e submitted to the NYSE a detailed plan to repntbd non-
compliance through improved operating performamakather actions. While we believe the remediatidlhbe
successful, there can be no assurance that weevible to return to compliance with the NYSE'sdglines. If we
are unsuccessful, it is possible that our stockheldelisted by the NYSE. Were this to happen ntlagket for our
common stock could become more limited and it issiide that the per-share price would drop.

The interests of our principal shareholders may dbict with those of other shareholders.

Our Series B Preferred Stock is convertible inforiillion common shares which represents 51.0%uofas-
converted common equity as of March 12, 2008. Athaf date, Ohio Plastics, LLC, an affiliate of Bade Capital,
Inc. (Bayside) owned 57.5% of the Series B Prefe8tck representing 29.3% of our as-converted comeguity.
Pursuant to the provisions of the certificate dfigeation of the Series B Preferred Stock, the érsldthereof have
elected 7 of the 13 members of our board of dirsctal of whom are employees of Bayside or itsepgrH.1.G
Capital. By virtue of its stock ownership, Baysites the power to significantly influence our afaénd to influence,
if not decide, the outcome of matters requiredgsbbmitted to shareholders for approval, includingendments of
our charter and bylaws. See the note to the Catedelil Financial Statements captioned “Shareholékeysity” for
more information regarding our Series B Preferratis

Iltem 1B. Unresolved Staff Commen

Not applicable.

Item 2. Properties

We lease our corporate headquarters building fromreffiliated third party. This building is locatén
Cincinnati, Ohio.

The remaining information required by Item 2 islimted in Part | of this Form 10-K.

Item 3. Legal Proceeding:

Various lawsuits arising during the normal courébusiness are pending against us and our consatida
subsidiaries. In certain such lawsuits, some otWisieek substantial dollar amounts, multiple pitisnallege
personal injury involving products supplied by We are vigorously defending these claims and, basezlirrent
information, believe we have recorded appropriagerves in addition to our excess carrier insurangerage and
indemnity claims against third parties. The pragecavailability under our asset based credit fgasi currently
expected to be adequate to cover the company’srmegests under these claims, assuming satisfactioioer of the
conditions to borrowing thereunder (see Liquiditg&ources of Capital for further information redjing those
conditions to borrowing as well as the companygatelence on its asset based credit facility fasidiity). It is
possible that our ultimate liability could substalty exceed our current reserves, but the amofiahg such excess
cannot reasonably be determined at this time. Werto have significant adverse judgments or detezras the cas
progress that significant additional reserves sthbel recorded, our future operating results arghfifal condition,
particularly our liquidity, could be adversely afted.
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Iltem 4. Submission of Matters to a Vote of Security Holde
(a) A special meeting of shareholders of Milacroe. was held November 27, 2007

(b) The shareholders voted on the following matters

Proposal and Vote Tabulation

\otes For Votes Against Abstain  Non-Votes

Amendment to the Redemption Provision of the SaBi€seferrec

Stock 8,524,48 125,11 9,42¢ —
Amendment to include Ohio Plastics, LLC and Certarer

persons as “Initial Investors” for purposes of Sexies B

Preferred Stoc 8,374,28 273,98: 10,76 —

PART II

Item 5. Market for the Registrar's Common Equity, Related Stockholder Matters andusr Purchases of Equit
Securities

Our common shares are listed on the New York Skbahange under the symbol “MZ”. Such shares ar als
traded on the Cincinnati Stock Exchange, BostoglSExchange, Pacific Stock Exchange, Philadelphials
Exchange and Midwest Stock Exchange. As of Marcl20R28, there were approximately 3,528 holdergeobrd of
our common shares. Our 4% Cumulative PreferredkStnd 6% Series B Convertible Preferred Stock ate n
actively traded. As of March 12, 2008, there weZén6lders of record of our 4% Cumulative Prefei$¢olck and
there were 6 holders of our 6% Series B Convertftseferred Stock.

On September 18, 2007, we were informed by the Mewk Stock Exchange (NYSE) that the Company fell
below the NYSE’s continued listing standard relatio average market capitalization. This standequiires that a
company with stockholders’ equity of less than séyive million dollars maintain total market cégization of not
less than seventy-five million dollars over a thifading-day period. Under the NYSE guidelines,mugst return to
compliance within 18 months following receipt o&thotification. We have notified the NYSE that wend to
remedy the non-compliance. Our common stock reniaitesl on the New York Stock Exchange.

The following table shows the price range of thmown shares for 2006 and 2007, as reported by ¢e York
Stock Exchange, adjusted for the effects of a andein reverse stock split of the company’s commstoak which is
more fully discussed in the notes to the Consddiddtinancial Statements captioned “Shareholdersiti

Common Stock Price Range

_High ~ _Low

2006, quarter ende
March 31 $17.6C $12.6(
June 3( 16.4( 10.0C
September 3 11.5C 8.3C
December 3: 10.5(C 6.2C

2007, quarter ende
March 31 $98C $58C
June 3( 9.5¢ 5.5C
September 3 9.0t 5.7:
December 3: 8.3( 2.7C

No dividends were paid in 2007 or 2006 on our commstwares. The indenture governing ouf11% Senior
Secured Notes due 2011 and the credit agreementrgoyg our asset based lending facility (both disewl
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elsewhere in thiForm 1(-K) contain restrictions prohibiting the payment oftcds/idends on our common stoc

The terms of our 4% Cumulative Preferred Stock @mdSeries B Preferred Stock require that accruoelduapaid

dividends on such stock be paid prior to any dimatler distribution on, or repurchase of, our commtmtk. As of
March 10, 2008, there were no unpaid dividendstanting on the 4% Cumulative Preferred Stock aedetiwere
$27.00 per share of accrued and unpaid dividentitamding on the Series B Preferred Stock.

The following table summarizes stock repurchasesraacquisitions for the quarter ended Decembe2@Q7.
@) (b) © @

Maximum Number

Total Number (or Approximate
of Shares Dollar Value) of
(or Units) Shares (or Units)
Total Number of Average Price Purchased as that May Yet Be
Shares Paid per Part of Publicly Purchased Under
(or Units) Share (or Announced Plan: the Plans or
Period Purchased Unit) or Programs(1) Programs(1)
October 1— October 31, 200 49,7752) $ 6.97 — —
November 13— November 30, 200 — — —
December .— December 31, 200 84,20((3) 8.4¢€ — —
Total 133,97! 7.9C — —

(1) As of December 31, 2007, there were no publiclyoameed plans or programs to repurchase s
(2) Represents restricted shares cancelled to coveheliding taxes due at vestir
(3) Represents restricted shares forfeited by the geatiie to termination of employme

Information on equity compensation plans is presgninder Item 12 of this Form 10-K.

Item 7. Managemen'’s Discussion and Analysis of Financial Condition drResults of Operation
Executive Summary
Company Overview

Milacron is a leading global provider of equipmespplies, services and complete end-to-end sokitio the
plastics processing industries. We are also arngaglobal supplier of premium industrial fluidsttee metalworking
industries. First incorporated in 1884 and headgued in Cincinnati, Ohio, we employ about 3,300gle and
operate major manufacturing facilities in North Ainea, Europe and Asia, while maintaining sales sewices
offices in over one hundred countries around thddviilacron’s top priority is to support our costers with the
most advanced technology and the most comprehemsiiable service in our industry.

We operate in four business segments. The firgethmachinery technologies-North America, machinery
technologies-Europe and mold technologies, semelidstics processing industries. Our fourth segniredustrial
fluids, serves the metalworking sector. Both of marchinery technologies segments provide leadimg edpital
equipment, related tooling and replacement partthithree most common methods of processingigdagjection
molding, blow molding and extrusion. Our mold teglugies segment supplies mold bases, mold compsneot
runner systems and numerous other componentsjémtion molding, as well as MRO (maintenance, repad
operating) supplies for all plastics processingrapens. Our industrial fluids segment develops seits premium
fluids for metalworking applications such as maatin grinding, forming and process cleaning. Incall businesses,
we focus on leading-edge technology with supeffi@raarket service and support.

We entered the plastics machinery business witintheduction of our first line of injection moldinmachines
in the late 1960s. By the mid 1980s, we had bedthm@umber-one U.S. producer of plastics machir@wy.major
customers are producers of automobiles, packabinlgling materials, consumer goods, electrical pabs,
appliances and housewares, industrial componedtsachinery, and medical devices.

16




Milacron pioneered the development and introductibaynthetic (wate-based) industrial fluids in the la
1940s. Our largest customer for fluids is the awttive industry, followed by makers of industrialneponents and
machinery, aircraft, appliances and housewareseantyy extraction.

Plastics Markets — Background and Recent History

Since the end of World War Il, plastics and plastimposites have increasingly replaced traditiomaterials
such as metal, wood, glass and paper throughoutfaietaring. Since 1970, global consumption of jitastesins ha
grown at a compounded annual rate of 6%, compar@étfor steel and 3% for aluminum (Sources: BASE, A
Association of Plastics Manufacturers in Europégrmational Iron & Steel Institute, U.S. Geologi&lrvey).

Plastic part production, like industrial productiongeneral, has historically shown sustained gnowt every
year from 1980 to 2000, plastic part productiothia U.S. increased over the prior year, averagig@mpounde!
annual growth (Source: U.S. Federal Reserve Bo@mwth in plastics consumption and production ¢aserally
created increasing demand for our plastics machiaed related supplies. Between 1980 and 2000salas of
plastics equipment and supplies in North Ameriangat 8% compounded annually excluding acquisit{@iso
including acquisitions).

In the 1990s, Milacron, like many other U.S. conipanbenefited from a strong, growing economy. glastics
technologies sales were approaching $1 billion wahd profitability. At the end of the decade, hoer the
U.S. manufacturing sector fell into its most sevamd prolonged downturn since the 1930s. The pgtiocessing
portion of the manufacturing sector was very sdyampacted and to this day has not recovered.8aigs of
injection molding machines in North America felbin a $1.2 billion 12-month moving total in 2000uteder
$700 million by the end of 2001. It has stayedeaiow levels ever since, experiencing only aiphrecovery in
2004 and 2005 (Source: The Society of Plasticsdirgu

In 2007, all of Milacron’s businesses in North Aicar including industrial fluids, continued to begatively
impacted by high oil and resin prices, by the sbakamong auto part molders serving the U.S. Big&ltar
manufacturers and by the slowdown in residentiahdduilding. Despite a series of responsive actimtiuding a
number of plant closings, headcount reductionsahdr measures, severely depressed sales voluthesde
consolidated loss from continuing operations in208lso, as a result of the slow down in North Arnarand the
emergence of other economies in the world, we fiamesed on expanding our presence outside of aditional
markets. In 2007, we saw significant growth outsifidlorth America, Canada and Western Europe.

Industrial Fluids — Recent History

During the severe manufacturing recession of 20lB2overall demand for our metalworking fluids lifesd
only by 10%, as our largest customer group, aut@msaknaintained high levels of production both ortd America
and worldwide. Profitability in the fluids busingsdthough impacted, held up fairly well throughthis period, with
operating earnings in the range of 13% to 15% lefssdn 2004 and 2005, sales of our metalworkinglfl grew
modestly, but profitability in this segment declingue to significant increases in product liabilitgurance and
related expenses, as well as higher material emstpension expense. In 2006 and 2007, we werdabtgrove
profitability on minimal sales growth.

Consolidated 2007 Results

Sales and new orders in 2007 were down slightlypamed to 2006, reflecting continued weakness in the
U.S. automotive manufacturing sector and housintkets, offset in part by our growth in Europeaniagisand other
emerging markets. Our net loss for the year wasl$®ifllion, which included $12.5 million in restruring charges,
$1.9 million in costs related to a change in prefeistock ownership and $1.9 million in pensiomptartailment
cost, in all cases, with no tax benefit. Our nstlalso included a $63.0 million provision for ineetaxes for
deferred tax valuation allowances related to trenge in preferred stock ownership. This comparetret loss in
2006 of $39.7 million, which included $17.4 milliam restructuring charges and $1.8 million in rafiging costs, in
both cases, with no tax benefit.
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Opportunities and Challenge

As we enter 2008, energy and various other matprieés remain at record high levels and in Northe#ica,
the economy continues to suffer from the U.S. gt and housing sectors. For our part, we willticre to develop
new and better products and services, especiatheimftermarket sectors of our businesses. Wealgitl strengthen
our performance and customer focus in our home atsudf North America and western Europe, while exioag our
presence outside the United States, Canada andrwésirope. Overall for 2008, we are projectingteaed growth
outside of North America and improved profitabiityhich should be helped by the benefits from teructuring
measures taken in 2007 and those expected to ée itak008.

Presence Outside the U.S.

For 2007, markets outside the U.S. representefbtiosving percentages of our consolidated salesofe 30%;
Canada and Mexico 7%; Asia 9%; and the rest ofvthidd 6%. As a result of this geographic mix, fgreicurrency
exchange rate fluctuations affect the translatioour sales and earnings, as well as consoliddtacekoldersequity.
During 2007, the weighted-average exchange ratieeo€uro was stronger in relation to the U.S. dalian in 2006.
As a result, Milacron experienced favorable curyemanslation effects on new orders and sales pfagimately
$29 million each and on operating earnings of axprately $1.6 million.

During 2007, the euro strengthened against the dhBar by approximately 9% which caused the majasf a
$1.6 million favorable foreign currency translatiadjustment to consolidated shareholders’ deficit.

If the euro should weaken against the dollar inrfeiperiods, we could experience a negative eiffietanslating
our European new orders, sales and earnings whepared to historical results.

Significant Accounting Policies and Judgments

The Consolidated Financial Statements discussesirhieave been prepared in accordance with U.S.rgline
accepted accounting principles, which require usafe estimates and assumptions that affect therinthat are
included therein. The following is a summary oftaar accounting policies, estimates and judgmenttters that we
believe are significant to our reported financiasition and results of operations. Additional agting policies are
described in the note to the Consolidated Finar8talements captioned “Summary of Significant Actting
Policies” (presented in Item 8 of this Form 10-Khieh should be read in connection with the disars#at follows.
We regularly review our estimates and judgmentsthadissumptions regarding future events and ecienom
conditions that serve as their basis. While weeelithat the estimates used in the preparatiomeo€bnsolidated
Financial Statements are reasonable in the ciramoss, the recorded amounts could vary under differonditions
or assumptions.

Deferred Tax Assets and Valuation Allowances

At December 31, 2006, we had significant defereedassets related to U.S. and non-U.S. net opgrités and
tax credit carryforwards and related to chargeshigae been deducted for financial reporting puegdsut which are
not yet deductible for income tax purposes. Théseges included the write-down of goodwill and argie to equity
related to unrecognized retirement benefit plasdasAt December 31, 2006, we had provided valoatiowances
against all net deferred tax assets except $68milh the U.S. that were offset by qualified tdarming strategies
and $8 million of non-U.S. assets to be realizedugh future income expectations and tax plannirajegies.
Valuation allowances serve to reduce the recoraéercbd tax assets to amounts reasonably expectezirealized i
the future. The establishment of valuation allovesnand their subsequent adjustment requires disaytiamount ¢
judgment because expectations as to the realizatideferred tax asse— particularly those assets related to net
operating loss carryforwards — are generally ca@int on the generation of taxable income, the salef deferred
tax liabilities in the future and the availability qualified tax planning strategies. Tax plannétigitegies represent
prudent and feasible actions that management wakklto create taxable income to keep a tax ata@ifstom
expiring during the carryforward period. Determinat of the amounts related to tax planning stiategssume
hypothetical transactions, some of which involve disposal of substantial business assets, araircgdriables
which are judgmental and subjective. In determintirggneed for valuation allowances, we considergdshbort-term
and long-range internal operating plans, which viearsed
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on the current economic conditions in the markats@untries in which we operate, and the effegtaténtial
economic changes on our various operations.

At December 31, 2007, we had non-U.S. net operdtisgycarryforwards — principally in the Netherland
Germany, ltaly and Belgium — totaling $197 milliand related deferred tax assets of $50 millionusdn
allowances totaling $37 million had been providethwespect to these assets. We believe thahioie likely than
not that portions of the net operating loss camyérds in these jurisdictions will be utilized. Hewer, there is
currently insufficient positive evidence in somendd.S. jurisdictions — primarily Germany, Italy aBelgium — to
conclude that no valuation allowances are required.

At December 31, 2007, we had a U.S. federal netatipg loss carryforward of $174 million, which Wélxpire
between 2023 and 2028. Deferred tax assets relatbds loss carryforward, as well as to our fetlra credit
carryforward ($16 million) and additional state dadal loss carryforwards ($7 million), totaled $@4llion.
Additional deferred tax assets totaling approxinya$d2 million had also been provided for book dethns not
currently deductible for tax purposes, including tiritedown of goodwill, postretirement health chemefit costs
and accrued pension liabilities. The deductiondif@ancial reporting purposes are expected to bzed for income
tax purposes in future periods, at which time tivdi/have the effect of decreasing taxable incom@oreasing the
net operating loss carryforward. The latter wilvdahe effect of extending the ultimate expiratidrthe net operatin
loss carryforward beyond 2028. However, our abtlitytilize U.S. federal net operating loss carryfards and other
tax assets is limited as described below.

The sale of 287,500 shares of Series B Prefermatk®in October 2, 2007 caused an “ownership chaage”
defined by the Internal Revenue Code and regulatioat will have the effect of substantially defaythe timing of
the utilization of certain of the U.S. loss carmyfards and other tax attributes. The company hlasileded the
amount of the annual limitation to be approximat&by7 million. The $5.7 million limitation appli¢e each year and
is cumulative for years in which the limitationnist fully utilized. The limitation at the end of @D was
approximately $1.4 million of available pre-changg operating losses with no limitations on dedhility.

As discussed above, at December 31, 2006 and thtbeghird quarter of 2007, we relied on qualified
planning strategies to conclude that valuationvediaces were not required with respect to a podioour
U.S. deferred tax assets. However, because ointtiiation imposed by the U.S. Internal Revenue Cdde to the
“change in ownership”, we concluded that we aréonger able to rely on qualified tax planning stgies. As a
result, we recorded a charge to the provisionrfooime taxes of $63 million in the fourth quarte2607 to provide
the required valuation allowances. Therefore, atdb#ber 31, 2007, U.S. deferred tax assets netfefrdd tax
liabilities totaling $156 million were fully offsdiy valuation allowances of the same amount. Weawiltinue to
evaluate the extent to which valuation allowancesraquired on a quarterly basis. However, thersalof the
valuation allowance is not expected to occur wmtilachieve sustained profitability.

Accounts Receivable, Inventory and Warranty Researve

Our internal accounting policies require that eafchur operations maintain appropriate reserves for
uncollectible receivables, inventory obsolescemabwarranty costs in accordance with U.S. geneealbepted
accounting principles. Because of the diversitpaf customers and product lines, the specific pfoes used to
calculate these reserves vary by location butlinases must conform to company guidelines. Resarerequired
to be reviewed and adjusted as necessary on sedydrasis.

Allowances for doubtful accounts are generally l@gghed using specific percentages of the grossivable
amounts based on their age as of a particular balsineet date. Because of the product line androestdiversity
noted above, each business unit is required tothageercentages it applies to its aged receivairats unique
history of collection experience. The percentagesiare reviewed for continued reasonablenesgjoaréerly basis.
The amounts calculated through this process areatipisted for known credit risks and collectiontgems. Write-
offs of accounts receivable for our operations hexeraged $2.9 million in the last two years. Whike believe that
our reserves for doubtful accounts are reasonalileei circumstances, adverse changes in genenabego
conditions or in the financial condition of our magustomers could result in the need for additioeserves in the
future.
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Reserves for inventory obsolescence are genemltylated by applying specific percentages to itwesr
carrying values based on the level of usage ams $alrecent years. As is the case for allowanmeddubtful
accounts, each business unit selects the percaritegggplies based on its unique history of inventsage and
obsolescence experience and forecasted usagerdlmipary calculations are then adjusted basedusrent
economic trends, expected product line changesiggdsain customer requirements and other factoi2007, our
operations recorded new inventory obsolescenceves#otaling $2.0 million and utilized $4.4 miltiof such
reserves in connection with the disposal of obsdletentory and the sale of manufacturing facsiti@/e believe that
our reserves are appropriate in light of our histiresults and our assumptions regarding thedutdowever,
adverse economic changes or changes in customéreegnts could necessitate the recording of autitireserves
through charges to earnings in the future.

Our warranty reserves are of two types — “normali éextraordinary.” Normal warranty reserves afeimed
to cover routine costs associated with the repaieplacement of products sold in the ordinary sewf business
during the warranty period. These reserves araiadansing a percentage-of-sales approach basée satio of
actual warranty costs over a representative numigears to sales revenues from products sold waétiranties over
the same period. The percentages are requiredrevieaved and adjusted as necessary at least dnnual
Extraordinary warranty reserves are intended tecawajor problems related to a single machine starmer order ¢
to problems related to a large number of machimedher type of product. These reserves are intttmleover the
estimated costs of resolving the problems baseall@alevant facts and circumstances. In recentsyeasts related
to extraordinary warranty problems have not begnificant. In 2007, our operations accrued warraagerves
totaling $3.8 million and incurred warranty-relatabts totaling $3.0 million. While we believe ttoair warranty
reserves are adequate in the circumstances, ua@rgsoblems related to unexpired warranty obligaticould resu
in a requirement for additional reserves in thefet

Impairment of Goodwill and Long-Lived Assets

We test goodwill for impairment based on the priovis of Statement of Financial Accounting Standards
No. 142 “Goodwill and Other Intangible Assets” (SFAS No2}4using probability-weighted cash flows discouhte
at market interest rates. SFAS No. 142 requiresgbadwill be tested for impairment annually or wheer certain
indicators of impairment are present.

SFAS No. 142 requires that the first phase ofrigsgioodwill for impairment be based on a businesssufair
value,” which is generally best determined througgrket prices. Due to the absence of market pfaresur
businesses and as permitted by SFAS No. 142, we d¢lacted to base our testing on discounted casls fhs
discussed above. Although the discount rates amet @tput variables may differ, the model we usthia process is
the same model we would use to evaluate the failevaf acquisition candidates and the fairnesdfef®to purchas
businesses that we are considering for divestiithie.cash flows we use are derived from the anlongtrange
planning process that we complete in the third guanf each year. In this process, each busindsssuequired to
develop reasonable sales, earnings and cash flewdsts for the next three years based on cumenfoaecasted
economic conditions. Each business unit’s plaeviewed by corporate management and the entireiplaviewed
with our board of directors. For purposes of tesfor impairment, the cash flow forecasts are adpiss needed to
reflect information that becomes available conaggrihanges in business levels, general econonmddrand other
factors. The discount rates are obtained from asideisource based on the Standard Industrial Gtag®n codes i
which our businesses operate. These discountaeetben judgmentally adjusted for “plan risk” (tiek that a
business will fail to achieve its forecasted regultcountry risk” (the risk that economic or palél instability in the
non-U.S. countries in which we operate will caudrisiness unit’s projections to be inaccurate)@her factors.
Finally, a growth factor beyond the three-year @@ ffior which cash flows are planned is selecte@tam
expectations of future economic conditions. Virlyall of the assumptions used are susceptiblédnémge due to
global and regional economic conditions as wetl@spetitive factors in the industries in which weewate. In recent
years, many of our cash flow forecasts have non betieved, particularly in the market for capégqlipment in th
plastics processing industry. Unanticipated chamgesscount rates from one year to the next caa hhve a
significant effect on the results of the calculaioWhile we believe the estimates and assumptiengse are
reasonable in the circumstances, various econaniors could cause the results of our testing ty significantly.
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While we recorded goodwill impairment charges i®2@&nd 2003, our annual reviews as of October @4
through October 1, 2007 did not result in additiattearges.

We review the carrying values of our long-livedetsother than goodwill annually under the provisiof
Statement of Financial Accounting Standards No, 1Adcounting for the Impairment or Disposal of Lgrhived
Assets.” These reviews are conducted by compahiegstimates of undiscounted future cash flowsatatncluded
in our long-range internal operating plans to taeying values of the related assets. To be coatigey no growth in
operating cash flows beyond the third year is aulyeassumed. Under this methodology, impairmentidde
deemed to exist if the carrying values exceedeexipected future cash flow amounts. In 2007, weeresd the
aggregate carrying values of selected groups ofamg-lived assets. The assets included in thedgews consisted
principally of property, plant and equipment andhene applicable, intangible assets other than godlo®@ased on
these reviews, it was determined that the maximariog of time to recover the carrying values of tb&ted groups
of assets through undiscounted cash flows is ajipaiely 3 years and that the weighted-average exgqueeriod is
approximately 7% of the remaining average livethefassets. Based on the results of the reviewisnpairment
charges were recorded in 2007.

Self-Insurance Reserves

Through our wholly-owned insurance subsidiary, it Assurance Ltd. (MAL), we are primarily selkured
for many types of risks, including general lialyiliproduct liability, environmental claims and werk’ compensatio
for certain U.S. employees. MAL, which is incorp@éin Bermuda and is subject to the insurance &awis
regulations of that jurisdiction, establishes ressrcommensurate with known or estimated exposurésr the
policies it issues to us. Exposure for generaloduct liability claims is supplemented by reiresuwre coverage in
some cases and by excess liability coverage ipddity years. Workers’ compensation claims in exagfscertain
limits are insured with commercial carriers. At Bater 31, 2007, MAL and the company had reservelsiown
claims and incurred but not reported claims undleraxerages totaling approximately $17.3 milliamdaexpected
recoveries from excess carriers and other thirtgzaof $1.0 million. Expected recoveries represkatexcess of
total reserves for known exposures and incurredhbtiteported claims over the limits on the poBdi@AL issues to
us. These amounts are classified as assets bagaase other payment arrangements are negotiatethsithe
insured party) expect that we would first pay amyeimnity claims and expenses in excess of MAL'stéirand then
pursue reimbursement from the excess carriersh@$17.3 million in reserves at December 31, 2624,9 million
is included in long-term accrued liabilities in tBensolidated Balance Sheet at that date. The nénga$2.4 million
is included in accrued and other current liab#iti€he expected recoveries from excess carriersthed third partie
are included in other current assets.

MAL'’s reserves are established based on known elgiimeluding those arising from litigation, and doast
estimates of the ultimate liabilities thereunddtefaconsideration of excess carriers’ liabiliteasd claims against
third parties) and on estimates of the cost ofiremibut not reported claims. For certain typesxgfosures, MAL
and the company utilize actuarially calculatedreates prepared by outside consultants to ensuiadiéhguacy of the
reserves. Reserves are reviewed and adjustedsatjiearterly based on all evidence available abeofespective
balance sheet dates or as further information besamwailable or circumstances change. While thimatle amount
of MAL’ s exposure to claims is dependent on future ewbkatsannot be predicted with certainty, we belithag the
recorded reserves are appropriate based on cimferrhation. It is possible that our ultimate likdyi could
substantially exceed our recorded reserves as aéeer 31, 2007, but the amount of any such exzassot be
reasonably determined at this time. Were we to Isiyaficant adverse judgments or determine, aspsogress,
that significant additional reserves should be réed, our future operating results, financial ctindiand liquidity
could be adversely affected.

Pensions

We maintain defined benefit and defined contribufi@nsion plans that provide retirement benefits to
substantially all U.S. employees and certain no@:-@mployees. The most significant of these plarise principal
defined benefit plan for certain U.S. employees tidees (the U.S. Plan), which is a funded plah w
$394.0 million in assets. Two other non-U.S. defibenefit plans are also funded with a combined $illion in
assets.
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Excluding expense related to supplemental eariseraent benefits and plan curtailment costs, pensipenst
for the U.S. Plan was $11.2 million for 2007 an@ 81million in 2006. Pension expense for the Ul8nRor 2008 is
expected to be approximately $2.5 million. The i is due to the freezing of benefits underlth®. Plan as of
December 31, 2007, the effects of which will betipdly offset by a reduction in the estimated Ialegm rate of retur
on plan assets assumption. Employees whose bewefitsfrozen under the U.S. Plan are now eligibtebenefits
under our U.S defined contribution retirement pldre Retirement Savings Plan) and costs for ttda pre expected
to increase by approximately $4 million in 2008 gared to 2007. Expense for the defined benefit fda®009 and
beyond is dependent on a number of factors, inctydéturns on plan assets and changes in the pl&tsunt rate,
and therefore cannot be predicted with certaintiattime. The following paragraphs discuss tlgaidicant factors
that affect the amount of recorded pension incomexpense and the reasons for the change in desisfied above.

A significant factor in determining the amount apense to be recorded for the funded U.S. Pldmei€kxpected
long-term rate of return on assets assumption0062nd 2007, we used a rate of return of 8.75%randr 2008
projections we have lowered the rate to 8.50%. \&lelbp the long-term rate of return assumption dasethe
current mix of investments included in the plarésets and on the historical returns on those tgpgsestments,
judgmentally adjusted to reflect current expectatiof future returns. In evaluating future retuonsequity securitie:
the existing portfolio is stratified to separatetnsider, among other things, large and small akigstion
investments, as well as international securitié® dhange from the 8.75% rate of return assumjidine lower
8.50% rate will have the effect of increasing theoant of pension expense that would otherwise berded in 2008
by approximately $1.0 million.

In determining the amount of pension expense tebegnized, the expected long-term rate of retsiapplied
to a calculated value of plan assets that recogrianges in fair value over a three-year peribis fractice is
intended to reduce year-to-year volatility in redmat pension expense but it can have the effeatlafyohg the
recognition of differences between actual retumsigsets and expected returns based on the langdés-of-return
assumption. At December 31, 2007, the market valulee U.S. Plan’s assets was $394 million whetieas
calculated value of these assets was $387 millibe.difference between these amounts is not sggmfibecause
aggregate actual returns on plan assets in reeans yrave generally approximated the applicableagd long-term
rate of return assumptions in use. If significasged-related losses are incurred in 2008, it vaillehthe effect of
increasing the amount of pension expense to bgnéed in future years beginning in 2009.

In addition to the expected rate of return on asets, recorded pension expense includes theseffieioterest
on the plars liabilities to participants. In 2007 and priorayg, pension expense also included the effectrafcgecos
or the cost of benefits earned during the yea20®8 and future years, the U.S. Plan will not ineenvice costs due
to the freezing of plan benefits. These amountslatermined actuarially based on current discoateisrand
assumptions regarding matters such as future salemyases and mortality. Differences in actualkesigmce in
relation to these assumptions are generally noigrized immediately but rather are deferred togetlith asset-
related gains or losses. When the combined curmalagset-related and liability-related gains oséssexceed the
greater of 10% of total liabilities or the calc@dtvalue of plan assets, the excess is amortiz¢¢éhatuded in pensiac
expense. At December 31, 2002, the discount rate tesvalue the liabilities of the U.S. Plan waZ5%6. The
discount rate was 6.00% at December 31, 2006 abé@mber 31, 2007 as modeled by the glactuary. The effe
of the lower discount rate and the significant aacies in relation to the long-term rate of retigsuanption that
occurred in 2001 and 2002 have resulted in cunwaldtisses in excess of the 10% corridor. Pensiperese for the
U.S. plan for 2006 and 2007 includes approxima$dly million each year for the amortization of paasly
unrecognized losses. Expense for amortization@fipusly unrecognized losses is expected to becappately
$7 million in 2008 with the decrease from 2007 beilue principally to the effect of freezing benefinder the
U.S. Plan.

Additional changes in the key assumptions discuabede would affect the amount of pension experpedatec
to be recorded for years subsequent to 2008. Sgedbif a one-quarter percent increase in theséteturn on plan
assets assumption would have the effect of decrg@ginsion expense by approximately $1.0 milliorofmparable
decrease in the rate of return on plan assets wwaud the opposite effect. In addition, a one-guarercent increase
in the discount rate would decrease expense byajppately $1.5 million.
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Conversely, a or-quarter percent decrease in the discount rate weaud the effect of increasing pension expen:
$1.4 million.

At December 31, 2006, we adopted the recognitichdisclosure provisions of Statement of Financial
Accounting Standards No. 158, “Employers’ Accougtiar Defined Benefit Pension and Other Postretamem
Plans” (SFAS No. 158) which requires that we redmgthe underfunded status of defined benefit ptistment
plans as liabilities in our Consolidated Balance&hFor all of our defined benefit plans, adoptibthe standard hi
the effect of increasing current liabilities by @4nillion, increasing noncurrent liabilities by $@énillion, decreasin
other noncurrent assets by $2.4 million and inénggshareholders’ deficit by $23.3 million, in alises in relation to
the amounts that would have otherwise been repoftesl current liability relates to plans that andunded and
represents projected benefit payments by these planded by the company, for the next twelve menithe
U.S. Plan is funded and has assets sufficientympajected benefits for the next twelve months tredefore, no
current liability has been recorded for this plan.

Results of Operations

In an effort to help readers better understandtimeposition of our operating results, certain &f discussions
that follow include references to restructuringtso¥ hose discussions should be read in connewtitrnthe
Consolidated Financial Statements and notes th#ratare included herein in Item 8.

Basis of Presentation

As discussed more fully in the note to the Consdéd Financial Statements captioned “Summary afifiognt
Accounting Policies — Changes in Methods of Accanmt in 2007 we adopted Statement of Financial Aating
Standards Board Interpretation No. 48, “AccounfimgUncertainty in Income Taxes”.

Pension Expense and Pension Funding

Excluding supplemental retirement benefits and plamtailment costs, we recorded pension expenatereto
the funded defined benefit pension plan for certhi. employees and retirees of $11.2 million if28ompared to
$12.8 million in 2006. The lower pension expense fazorably affected margins, selling expense amdiegs.
Pension expense for this plan in 2008 is expeatetbtrease to approximately $2.5 million, primadie to the
freezing of benefits offset in part by lower exmettong-term rates of return on plan assets. Atstiglly offsetting
the expense reduction in 2008 will be approxima$ymillion of additional costs for our Retireme&dvings Plan fc
employees affected by the freezing of benefithendefined benefit pension plan.

We contributed $32.1 million to the funded defirmhefit pension plan for certain U.S. employeesraticees
in 2006 but were not required to make contribution2007. Contributions required in 2008 and beyarelbased
upon the provisions of the Pension Protection A&GW®6, which became effective on January 1, 2608ding
requirements for 2008 are estimated to be betw86mdillion and $35 million with approximately $20Ikon being
due in September and for 2009 contributions alienastd to be between $15 million and $20 millioan&ing
requirements for 2010 and beyond cannot be prgoestimated at this time.

2007 Compared to 2006

New Orders and Sales

Consolidated new orders were $826 million in 2Gdecrease of $3 million, in relation to new ord#rs
$829 million in 2006. Consolidated sales were $808on in 2007, a decrease of $12 million, or appmately 1%,
compared to 2006. Our North American machineryesses and mold components business drove theekcli
New orders and sales both benefited from approxitn&29 million of favorable foreign currency tréaison effects

Export orders were $92 million in 2007 compare&%d million in 2006. Export sales decreased $7ionilto
$86 million, as sales of injection molding systetiesreased $12 million, offset in part by a $5 milincrease in
sales of extrusion systems. Export sales to Cadedaased $13 million and sales to Mexico decre$fedillion.
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Sales of all segments nor-U.S. marketwere $422 million, or 52% of sales, in 2007 compare$375 million, o
46% of sales, in 2006.

The backlog of unfilled orders was $129 milliorDeicember 31, 2007 compared to $106 million at
December 31, 2006. The increase was in our maghtaehnology businesses with approximately $5 onllof the
increase being related to favorable foreign curyaranslation effects.

Margins, Costs and Expenses

The consolidated manufacturing margin was 20.220®17 and benefitted from recent cost reductiongiodal
sourcing efforts, a full year’s effect of pricingt®ns taken in 2006 and a more favorable mix ofipcts sold as our
overall sales declined. Insurance costs in margirevd.4% of sales in 2007 compared to 1.2% in 200é.
consolidated manufacturing margin was 18.5% in 2&@6included higher than normal inventory writevds and
raw material and purchased product costs that oatppricing actions. Raw material and purchaseduymbcosts
stabilized somewhat in 2007 but continued to ineeehroughout the year. In 2007, margins includ@dillion of
restructuring costs compared to $.5 million in 2006

Total selling and administrative expense increasekll45 million in 2007 compared to $140 million2@06,
primarily related to the effect of foreign currertegnslation. Selling expense increased by $6 oniliompared to
2006 due to higher direct sales costs for commissémd discounts, offset in part by lower costdrfade shows.
Selling and administrative expense increased frém% of sales in 2006 to 17.9% in 2007.

Interest expense net of interest income was $3illibmin 2007 compared to $30.0 million in 2006.2007, th
interest expense increase was related to higheagedevels of short-term borrowings. In 2006, raeriest rate swap
had the effect of decreasing interest expensedymdllion. We capitalized $.7 million of interest 2007 and in 200

Restructuring Costs

During the last two years, we have initiated numenestructuring initiatives for the purpose ofueidg our
cost structure and improving operating efficientigese actions and certain other actions that viated prior to
2006 are described in detail in the note to thesBbidated Financial Statements captioned “RestringuCosts” that
are presented in Item 8 of this Form 10-K. In toflaése actions resulted in restructuring cos&l@t5 million in
2007 and $17.4 million in 2006. The net cash coste $4.2 million in 2007 and $7.9 million in 2006.
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The costs and related cash effects of the actitfiated in 2006 and 2007 as well as certain odlegions tha

were initiated in 2001 through 2004 are summarindtie table that follows.

Restructuring Actions

Restructuring

Costs Cash Costs
Year Initiated 2007 2006 2007 2006
(In millions)
Machinery technologies— North America
Additional machinery technologi— North America
reductions 2007 $ 2.6 $— $ 2 $—
U.S. plastics headcount reductic 2006 1.0 i1z 2 —
Blow molding machinery and mold making relocati 2002 — .6 — (1.€)
Other — A — A
3.6 2.2 4 (1k
Machinery technologies— Europe
Reorganization of Germany injection molding machjr
facility 2006 $11 $6E $24 $5.2
Consolidation of European sales offic 2005 2.0 1.8 1.8 1.7
3.1 8.3 4.2 6.8
Mold technologies
Sale of Fulda plar 2007 $ 3.1 $ — $249 $ —
Sale of MRO sales office 2007 2 — (-3) —
Reorganization of North American operatic 2006 1.1 1.€ .5 2
Further downsize Fulda pla 2006 — 1.8 — 1.3
Consolidation of European operatic 2005 1.1 1.8 1.6 3
Downsize Fulda plar 2004 — (.1) — —
2003 &
European sales reorganizat 2004 — 3 — A4
Other A — — 2
5.6 5.4 (.6) 2.4
Industrial fluids and corporate
Corporate headcount reductic 2007 $ 1 $ — $— $—
Liquidation of Japan sales office (corporate expsy 2006 — 1.3 — —
Germany and U.K. fluids blending plant closu 2005 A 2 2 1
2 1.t 2 A
$12.5 $17.4 $42 $7.¢

The non-cash restructuring costs incurred in 20@62007 consist principally of $4.3 million of sugmental
early retirement benefits that will be paid by defined benefit pension plan for certain U.S. erppés, $.8 million
to adjust inventories related to discontinued pobdines to expected realizable values and $2.Banito adjust the
carrying values of facilities, production equipmant other assets to be disposed of to expectédatale values.

Change in Preferred Stock Ownership Costs

In 2007, we charged $1.9 million to expense relétettie purchase of all of the Series B PrefertediSheld by
Glencore Finance AG, amounting to 57.5% of thetantding Series B Preferred Stock, by Ohio Plaskits;,
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an affiliate of Bayside Capital, Inc. This sale,igthis more fully discussed in the note to the @lidated Financia
Statements captioned “Income Taxes,” triggeredaamtership change” for U.S. federal income tax pagso

The $1.9 million of expense was primarily relatedte early vesting of certain shares of restristedk granted
to non-officer employees and to legal and othesatiimg costs arising from the transaction.

The ownership change for income tax purposes lioutsability to utilize pre-change net operatingdo
carryforwards. Therefore, we are unable to relyaonplanning strategies and we recorded an additi®®3.0 million
charge to the provision for income taxes to rea@ldation allowances related to deferred tax agwetgously
covered by tax planning strategies.

Pension Plan Curtailment Costs

As of December 31, 2007, we froze the benefits pi@yander the U.S. defined benefit pension plarcéstain
employees and retirees. Related to freezing the pla charged $1.9 million to expense to writepfbr service
costs associated with previous plan amendmentsel$grvice costs were being amortized to expersetios
remaining service life of the plan’s active parents.

Results By Segment

The following sections discuss the operating resiitour business segments which are presentadbitar form
in Part 11, Item 8 of this Form 10-K. Segment opiexg earnings and losses as discussed below diaciotle
restructuring costs, change in preferred stock ositip costs or pension plan curtailment costs.

Machinery technologies — North AmerieaThe machinery technologies — North America segrhed 2007
new orders of $378 million and sales of $367 millaompared to 2006 new orders and sales of $41ibmdénd
$402 million, respectively. New orders and salethenNorth American market for injection molding chanes were
stable throughout 2007, but declined from 2006Ikeas the North American market was affected byothgoing
consolidation in the U.S. automotive supplier méarkspecially suppliers to the Detroit Three. Tduasolidation is
depressing new machine demand and flushing usédreguot into the marketplace, which is putting puesson total
sales as well as on pricing. Sales of injectiondimgl machines were down $58 million, or 24.0%, caregd to 2006.
This sales decline was offset in part by higheesalf extrusion systems, up $9 million or 12.9%mpared to 2006,
and by higher sales in our India injection moldingt, up $12 million or 46.3%, while sales of blowolding systems
were relatively flat with last year. Increased aston system sales were driven by higher expoessalimarily to
Mexico, Europe and Asia. Operating earnings forstagment were $10.8 million in 2007, a decreask6& million
from prior year. Lower sales volumes placed sigaifit downward pressure on operating earningsheutiécline we
offset in part by cost savings actions taken in7200 2007, the segment’s restructuring costs \88ré million
compared to $2.2 million in 2006. In 2007 and 20@6tructuring costs were primarily associated wéthporary
early retirement programs.

Machinery technologies — Europe In 2007, the machinery technologies - Europe ssgrhad new orders of
$188 million compared to new orders of $154 millinor2006 and had sales of $181 million compareshtes of
$153 million in 2006. Foreign currency translatinoreased new orders and sales by $15 million eaoipared to
last year. Sales of injection molding machines war&22 million and sales of blow molding systenesewp
$13 million compared to last year. The segment&rafing earnings were $3.3 million in 2007 compdted prior
year operating loss of $4.9 million. Operating teshenefited from higher sales volumes and saviram our
restructuring actions. Restructuring charges wéré fillion in 2007 and $8.3 million in 2006. Intboyears,
restructuring charges included costs related tagbeganization of the German injection molding tiaery facility
and to the second phase of a sales office consiolida Europe.

Mold technologies— The mold technologies segment’s new orders w48 $nillion in 2007 and $158 million
in 2006. Sales declined $11 million from $159 roifliin 2006 to $148 million in 2007. Sales in Eurapereased
$6 million, while sales in North America were do#hl million. The declines in North America wererpairily
related to the automotive and related tool anchdig mold making sectors. Foreign currency trarsiaticreased
new orders and sales by $5 million in the year.r@iigg earnings decreased to $1.9 million in 20@mngared to
$3.0 million in 2006, due primarily to the impadtlower sales volumes, offset in part by savings
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related to restructuring actions taken in 2007 mal years. Lower insurance costs for 2007 alsorfably affectec
operating earnings by $2.7 million compared to yastr. In 2007, the segment had restructuring esgoeh

$5.6 million, primarily related to the consolidatiand sale of manufacturing facilities, includin§1 million
charge for the sale of our Fulda, Germany manufexgdacility. In 2006, the segment had restructgrexpense of
$5.4 million related principally to reorganizatiohNorth American operations, the further downgizat the Fulda
plant and the consolidation of European operations.

Industrial Fluids— The industrial fluids segment had new orderssalds of $124 million each in 2007
compared to $117 million each in 2006. Orders atessincreased $7 million in Europe. Growth in Figrand Asia
was offset by a slight decline in North Americaréign currency translation provided $5 million bétgrowth in
2007, for both new orders and sales. Segment apgnartofit increased $5.8 million to $16.6 milliam 2007.
Compared to 2006, results for 2007 benefited fr@® $nillion of lower insurance costs for produetblility and the
full effect of pricing increases taken to offsedtlgear’'s expense increases in energy, transportatid material
costs — especially for chemicals and steel for druRestructuring costs were $.1 million in 2007 &®imillion in
2006.

Loss From Continuing Operations Before Income Taxes

In 2007, our pretax loss from continuing operatioas $26.6 million compared to a loss of $37.2iomilin
2006. The loss for 2007 decreased $10.6 milliomarily due to improved manufacturing margins. Restiring
costs decreased $4.9 million for the year, but 266Lided additional charges related to the chamgeeferred stock
ownership and to the pension plan curtailment.08&? the loss included a $1.8 million refinancimguge.

Income Taxes

In 2007, we recorded a net income tax expense bi7$@illion compared to an expense of $2.6 miliiw2006.
As was previously discussed (see Significant ActiogrPolicies and Judgments — Deferred Tax Asseds a
Valuation Allowances), we were unable to recordliarefits with respect to our losses in the U.8. @rtain other
jurisdictions in 2007. Additionally, included ingmet $61.7 million is a charge of $63.0 milliofated to recordin
valuation allowances due to the discontinuancéefuise of tax planning strategies. The writedows associated
with an “ownership change” for U.S. federal incotae purposes related to Ohio Plastics, LLC’s pusehaf 57.5%
of the outstanding Series B Preferred Stock.

In 2006, we recorded a net income tax expense .6f §#lion. Our U.S. operations recorded a netdarefit of
$2.4 million, comprised of a decrease in valuadtiowances of $4.0 million and a net reductionaof tarryback
claims by $1.6 million. Our non-U.S. operationsaieled income tax expense of $5.0 million for 2068 sisting of
$4.0 million related to profitable non-U.S. opevas and a $.9 million reduction in our deferredadasets in Holland
relating to an income tax rate reduction. Tax béséf jurisdictions relating to non-profitable ap&ons were fully
offset by valuation allowances. In the aggregédte nix of losses with no tax benefits and the egpsrincurred in
profitable jurisdictions resulted in a tax expen§&2.6 million on a pre-tax loss of $37.2 million.

Loss From Continuing Operations

Including restructuring costs and the previoushcdssed tax expense, our loss from continuing tipasain
2007 was $88.3 million or $19.48 per share. In 2086had a loss from continuing operations of $38il8on, or
$10.17 per share. The loss per common share amiou2®97 and in 2006 include the effect of preférseock
dividends and the amortization effect of a Seridar8ferred Stock beneficial conversion feature.tBeeote to the
Consolidated Financial Statements captioned “Sluddelhs’ Equity” for more information regarding tBeries B
Preferred Stock beneficial conversion feature.

Discontinued Operations

In 2007, discontinued operations provided incom&lo2 million compared to income of $.1 million2006.
The income in both years related to reserve adgstsrelated to prior year divestitures.
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Net Loss

Including all of the previously discussed matters, net loss for 2007 was $87.1 million, or $19025 share. In
2006 our net loss was $39.7 million, or $10.15geare. The per-share amounts for both years in¢heleffects of
preferred stock dividends and the effects of thiaeSd& Preferred Stock beneficial conversion featur

Market Risk
Foreign Currency Exchange Rate Risk

We use foreign currency forward exchange contrtackedge our exposure to adverse changes in foreign
currency exchange rates related to firm or anttegp@ommitments arising from international transes. We do not
hold or issue derivative instruments for tradinggmses. Forward contracts totaled $5.7 million et@&nber 31, 20(
and $.6 million at December 31, 2006. The annutdmt@l loss from a hypothetical 10% adverse chandereign
currency rates on our foreign exchange contradieaember 31, 2007 would not have materially affeéatur
consolidated financial position, results of opemasi or cash flows.

Interest Rate Risk

At December 31, 2007, we had fixed rate debt of&2dlion, including $225 million face amount of 112
% Senior Secured Notes due 2011, and floatingdelte of $32 million. At December 31, 2006, we haéd rate
debt of $230 million, including the 1 2% Senior Secured Notes due 2011, and floatingdelte of $31 million. As
a result of these factors, a portion of annualkregeexpense fluctuates based on changes in gnortbiorrowing
rates. However, the potential annual loss on fhgatate debt from a hypothetical 10% increase tier@st rates woul
not have been significant at either of the aforetineed dates.

On July 30, 2004, we entered into a $50 milliontigral amount) interest rate swap that effectivapverted a
portion of our fixed-rate interest debt into a fing-rate obligation. The swap was terminated onebaber 14, 2006
in connection with our entering into a new assaebdending facility. The interest rate swap haxldfiect of
decreasing interest expense in 2006 by $.3 mill@iranges in the fair value of the swap were redaatenon-cash
increases or decreases in interest expense.

Off-Balance Sheet Arrangements
Sales of Accounts Receivable

One of our non-U.S. subsidiaries has a factorimgement with a third party financial institutionder which it
is able to sell without recourse up to €10.0 mill{®14.4 million) of accounts receivable. At DecemB1, 2007 and
December 31, 2006, the gross amount of accourg$vedle that had been sold under this arrangeroéaled
$10.6 million and $9.0 million, respectively. Firtamg fees related to the arrangement are not nahtémiMarch
2008, this factoring agreement was replaced asoparhew asset-based revolving credit programuidind_loyds
TSB Group plc for certain of our operations in EpgoSee Liquidity and Sources of Capital for mafermation
regarding the new credit program.

Sales of Notes and Guarantees

Certain of our U.S. operations sell with recouretea from customers for the purchase of plastiosgssing
machinery. In certain other cases, we guarantegefigyment of all or a portion of notes payablenfraur customers
to third party lenders. These arrangements areezhisto for the purpose of facilitating sales aahinery. In the
event a customer fails to repay a note, we geryeradjain title to the machinery. At December 3102@nd
December 31, 2006, our maximum exposure under tHeseguarantees, as well as guarantees by celftaur
non-U.S. subsidiaries, totaled $4.7 million and%#illion, respectively. Losses related to salenates and
guarantees have not been material in the past.
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Contractual Obligations

Our contractual obligations for 2008 and beyondsli@vn as of December 31, 2007 in the table tHims.

20009 - 2011 - Beyonc
Total 2008 2010 2012 2012
(In millions)
Contractual Obligations
Asse-based facility borrowings due 20 $244 $244 $ — $ — $ —
111/2% Senior Secured Notes due 2( 225.( — — 225.( —
Interest on 11/ 2% Senior Secured Notes due 2( 91.4 25.¢€ 51.¢ 13.7 —
Other lon¢-term debt .8 .6 2 — —
Capital lease obligatior 11.2 1.6 3.5 3.C 3.1
Operating lease 25.7 11.€ 9.6 2.4 2.1
Purchase obligations( — — — — —
Other lon¢-term liabilities
Pension plan contributior (b) (b) (b) (b) (b)
Unfunded pension benefits(c)( 94.t 3.1 6.1 6.2 79.1
Postretirement medical benefits: 4.9 .3 .5 5 3.€
Total $477.¢ $67.E $71.7 $250.6 $87.C

(&) We did not have any significant purchase obligatias of December 31, 20(

(b) The contribution required for our defined bénpénsion plan for certain U.S. employees andees for 2008
is estimated to be between $30 million and $35iomillvith approximately $20 million due in September
Required contributions are estimated to be betd&mmillion and $20 million for 2009. Contributiomsl|
also be required in 2010 and beyond but cannoéasonably estimated at this time due to the nuwiber
variable factors which impact the calculatio

(c) Represents liabilities related to unfunded penpians in the U.S. and Germat

(d) The amounts presented for unfunded pensionfieaad other postretirement benefits reserve&siienates
based on current assumptions and expectationsalatmual payments related to these obligationdean
expected to differ from the amounts sho!

The above table excludes the contingent liabilitieap to $4.7 million related to the loan guarastéhat are
discussed above.

Liquidity and Sources of Capital

At December 31, 2007, we had cash and cash eqotgadé $40.8 million, an increase of $2.3 millionrh
December 31, 2006. Substantially all of the cask edd in foreign accounts in support of our operet outside of
North America. Were any of tthon-U.S. cash to be repatriated, it could resultithholding taxes in foreign
jurisdictions and could have U.S. income tax conseges

Operating activities provided $10 million of cash2007 due principally to improved working capiglels as
higher advance billings and deposits and higheletzayables outpaced growth in inventory leveler@jng
activities in 2007 also included the recovery oéeeivable related to a prior liability claim. Op#ng activities used
$19 million of cash in 2006 due principally to e0$illion voluntary contribution to the funded dedid benefit
pension plan for certain U.S. employees and redjneartially offset by the liquidation of assets f@n-qualified
retirement plans. The usage of cash was also dparirto a reduction in liabilities and an increasaventories that
resulted from higher order levels.

Investing activities used $9 million of cash in ZGAcluding $10 million for capital expendituredfset in part
by proceeds from the sale of equipment. The praceadhe sale of idled manufacturing facilities approximatel
$3 million and are included in operating activit&sa reduction of restructuring cash flows.
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Capital expenditures in 2007 included approxima$dymillion related to the implementation of an &ptise
Resource Planning (ERP) system, a major portiomhd¢h was placed into service January 1, 2008.4ting
activities used $11 million of cash in 2006, inéhgi$14 million for capital expenditures which waestially offset
by $3 million from the sale of an idle plant fagiland other surplus assets. Capital expenditar206 included
approximately $9 million related to the implemeitatof the ERP system.

Financing activities used $1 million of cash in Z@ue principally to the repayment of long-termtjelffset in
part by additional short-term borrowings. Financaugivities provided $19 million of cash in 2006edorincipally to
increases in net short-term borrowings.

Our current ratio was 1.6 at December 31, 2007 @wethto 1.7 at December 31, 2006.

On December 19, 2006, we entered into a new fiae geset based revolving credit facility for whigbneral
Electric Capital Corporation acts as administratigent, collateral agent and a lender. The newt hased facility
replaced a $75 million asset based facility that teaminated by us. The termination of the previfaedity was
concurrent with, and contingent upon, the effecteas of the new facility. The new facility providasreased
liquidity and better terms than the previous fagilith up to $105 million of borrowing availabyitand no financial
maintenance covenants as long as we comply withineninimum availability thresholds, as descrilbedbw. In
addition to terminating our previous asset baseilitig we also terminated an interest rate swagt ttas entered into
on July 30, 2004.

The security underlying the new asset based faédisubstantially the same as that granted in ection with
the previous facility. The borrowings under theetdmsed facility are secured by a first priorigrity interest,
subject to permitted liens, in, among other thing§. and Canadian accounts receivable, cash adecpiivalents,
inventory and, in the U.S., certain related rigimsler contracts, licenses and other general irtéegisubject to
certain exceptions. The asset based facility is s¢ésured by a second priority security interesherassets that
secure the 11/ 2% Senior Secured Notes due 2011 on a first pridatyis.

The availability of loans under our asset baseiiitiats generally limited to a borrowing base ebtmspecified
percentages of eligible U.S. and Canadian accagntsvable and U.S. inventory as well as permittegkradvances
and is subject to other conditions to borrowing hmdtations, including an excess availability rese(the minimum
required availability) of $10 million and other exge requirements. The facility has a stated mgtofiDecember 1!
2011.

The terms of our asset based facility impose g daish “sweep” on cash received in our U.S. backauts
from collections of our accounts receivable. Thagydcash “sweep” is automatically applied to payv any
outstanding borrowings under our asset basedtfacilhe terms of our asset based facility also jg®vor the
administrative agent, at its option and at any titnempose a daily cash “sweep” on cash receinezlir Canadian
bank accounts from collections of our accountsivedde. Since the cash we receive from collectibreoeivables is
subject to the automatic “sweep” to repay the haoimgs under the asset based facility on a dailyshage rely on
borrowings under it as our primary source of castute in our North American operations. Our lidgyidould be
materially affected if we have no additional avhiliély or are unable to satisfy the borrowing cdruatis, including,
among other things, conditions related to the ool accuracy of our representations and warraatidthe absen
of any unmatured or matured defaults (includingarrfthancial covenants) or any material adverseghan the
company’s business or financial condition.

Our asset based facility contains customary camstprecedent to any borrowings, as well as customa
covenants, including, but not limited to, mainteseof unused availability under the borrowing blaased on
reserves (including the excess availability resenve other reserves) established by the adminigtragent. Our
asset based facility requires us to maintain ar#illion excess availability reserve and contairisrét on annual
capital expenditures and a springing financial cawe requiring us to maintain a minimum fixed cleaocgverage
ratio, to be tested quarterly, in the event thaesx availability is less than $5 million.

Based on the assets included in the borrowing assd December 31, 2007, including a $10 millioemv
advance facility, but without giving effect to reses, outstanding borrowings and issuances ofrgettiecredit (in all
cases, as discussed below), we had approximat@lynfilion of borrowing-based availability, subjeotthe
customary ability of the administrative agent foe tenders to reduce advance rates, impose or eltigteral
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value limitations, establish reserves and declar@ain collateral ineligible from time to time its ireasonable crec
judgment, any of which could reduce our borrowingigbility at any time. At December 31, 2007, $8Rlion of
the asset based facility was utilized, includingrbwings of $24 million and letters of credit of $8llion. Under the
terms of the facility, our additional borrowing @ity based on the assets included in the borrobasg at
December 31, 2007 was approximately $34 millioerattking into account the minimum availability aexdsting
reserve requirements.

Failure to meet or exceed the covenants of thd hased facility would constitute an event of défander the
facility, which would permit the lenders to accelerindebtedness owed thereunder (if such indebssdemained
unpaid) and terminate their commitments to lende @bceleration of the indebtedness under the haset facility
would also create a cross-default under ou¥/12% Senior Secured Notes due 2011 if the principalwarhof
indebtedness accelerated, together with the paheaimount of any other such indebtedness underwithi&re had
been a payment default or the maturity had beetselerated, aggregated $15 million or more. Suatsedefault
would permit the trustee under the indenture ganerthe 111/ 2% Senior Secured Notes due 2011 or the holders of
at least 25% in principal amount of the then ouigitag notes to declare the notes to be due andbpaiyamediately.
Events of default under the asset based facilitytha 111/ 2% Senior Secured Notes due 2011 in addition toethos
described above, including, without limitation, fladure to make required payments in respect ohsndebtedness
in a timely manner, may result in the acceleratbindebtedness owed under these instruments. ddeexation of
obligations under our outstanding indebtedness avbal/e a material adverse effect on our busineemdial
condition and results of operations.

At December 31, 2007, we had other lines of ceih various U.S. and non-U.S. banks totaling agjmately
$33 million, of which approximately $12 million wasailable under certain circumstances.

In March 2008, certain of our operations in Euregmed a five-year, asset based revolving credignam
through Lloyds TSB Group plc to provide as muck2s million of aggregate financing for working cagipurpose:
This new asset based lending program will allovtougplace shorter-term credit commitments whilevjling
incremental financing for our global working capit@eds, including meeting our pension funding gstions.
Because of the substantial inteympany indebtedness created by our U.S. refingrafiEuropean bonds in 2004,
will be able to apply the proceeds to these olibgatin a tax-efficient manner The credit prograsmsists of two
parts: (i) asset-secured loans to our subsidi@mi€ermany, Holland and Belgium and (ii) an acceurteivable
factoring facility between our German operationd Aloyds TSB Commerce Finance. Based upon curisseta
levels, total borrowing and factoring capacity unte new program, when fully operational, is expddo exceed
€20 million. Principal terms of the program haveb&ted with the Securities and Exchange Commission

Our debt and credit are rated by Standard & Pd&&4*] and Moody’s Investors Service (Moody's). On
December 20, 2007, Moody'’s lowered the rating ong225 million of Senior Secured Notes due 2011 @und
“corporate family” to Caa2 and affirmed a negatnglook. On June 7, 2007, S&P affirmed its ratimgoor
corporate credit at CCC+ and affirmed its outlosldaveloping. However, S&P lowered its rating oniSeSecured
Notes to CCt-.

None of our debt instruments include ratings trigghat would accelerate maturity or increase @gerates in
the event of a ratings downgrade. Accordingly, patential ratings downgrades would have no sigaificshort-term
effect, although they could potentially affect thipes and cost of credit facilities and debt instents available to us
in the future.

Before funding our U.S. defined benefit pensiomplae expect to generate positive cash flow fromrafions
during 2008. However, operating cash flows may aymot be sufficient to meet the U.S. defined bi¢ipddn
funding requirements. We believe that our curr@shcposition, cash flow from operations and avélabedit lines,
including our asset based revolving credit faeiitiwill be sufficient to meet our capital expenditand benefit plan
requirements for 2008.

Cautionary Statement

We wish to caution readers about all of the forwlaaking statements in the “Management’s Discussiod
Analysis” section and elsewhere. These includstatements that speak about the future or are lzasedr
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interpretation of factors that might affect our imesses. We believe the following important facgtarsong others
and the risk factors described earlier in this doent could affect our actual results in 2008 arybhd and cause
them to differ materially from those expressedrig af our forward-looking statements:

fluctuations in market valuations of pension plaeeds or changes in interest rates that couldtresul
increased pension expense and reduced sharehadeit/ and require us to make significant cash
contributions in the future

our ability to comply with financial and other canants contained in the agreements governing
indebtedness, including our senior secured notésaset based credit facilit

our ability to remediate or otherwise mitigate angterial weakness in internal control over finahmgorting
or significant deficiencies that may be identifi

global and regional economic conditions, consurpending, capital spending levels and industriatipmion
particularly in segments related to the level dbawtive production and spending in the plastia$ an
construction industrie:

fluctuations in currency exchange rates of U.S.faneign countries, including countries in Eurome &sia
where we have several principal manufacturing itéesl and where many of our customers, competéats
suppliers are base

fluctuations in interest rates which affect thetaforrowing;

production and pricing levels of important raw mitis, including plastic resins, which are a keytenial use
by purchasers of our plastics technologies prodastsvell as steel, oil and chemic:

lower than anticipated levels of plant utilizatig@sulting in production inefficiencies and highests, whethe
related to the delay of new product introductiamgroved production processes or equipment, orrlabo
relations issues

customer acceptance of new products introduceshg@@07 and products expected to be introduce@08;

any major disruption in production at key customesupplier facilities or at our facilitie

disruptions in global or regional commerce due &syto social, civil or political unrest in the
non-U.S. countries in which we operate and to atterrorism, continued threats of terrorism anditariy,
political and economic responses (including heigbétesecurity measures) to terroris

alterations in trade conditions in and betweenut® and non-U.S. countries where we do businaskiding
export duties, import controls, quotas and othexddrbarriers

changes in tax, environmental and other laws agdiations in the U.S. and non-U.S. countries wivezelo
business

litigation, claims or assessments, including butlimeited to claims or problems related to prodiietility,
warranty or environmental issue

our ability to satisfy our pension funding obligats for 2008 and beyond when they become due

our ability to successfully complete the impleméotaof our new Enterprise Resource Planning (ERB)en
without significant business interruptic

ltem 7A. Quantitative and Qualitative Disclosures About MarkRisk

Not applicable.

Item 8. Financial Statements

Beginning on page 33 and continuing through pagar8the Consolidated Financial Statements witticgipe
notes and the related Report of Independent Regdsteublic Accounting Firm.
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MILACRON INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended December 31, 2007 and 2006

Sales
Cost of products sol
Cost of products sold related to restructul
Total cost of products so
Manufacturing margin
Other costs and expens
Selling and administrativ
Restructuring cost
Change in preferred stock ownership ct
Pension plan curtailment cc
Refinancing cost
Other (incomeexpens-net
Total other costs and expen:
Operating earnings (los
Interest
Income
Expense
Interes-net

Loss from continuing operations before income taxe
Provision for income taxe

Loss from continuing operations
Discontinued operations net of income ta

Net loss
Loss applicable to common shareholder

Earnings (loss) per common shar— basic and diluted
Continuing operations
Discontinued operations

Net loss

See notes to consolidated financial statements.
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2007

2006

(In millions, except
per-share amounts)

$807.¢ $820.]
644.C  668.C
2 5
645.1  668.7
162.6  151.
144.6  140.:
12.2 16.¢
1.9 —

1.9 —

— 1.8
2.7) (3)
158.0  158.¢
4.8 (7.2)

9 1.
(32.9  (31..0
(314  (30.0
(26.6  (37.2
61.7 2.6
(88.9  (39.9
1.2 1

$ (87.0) $ (39.9)
$ (96.9 $ (49.0)
$(19.49 $(10.17)
23 02
$(19.29 $(10.1%)




MILACRON INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
December 31, 2007 and 2006

2007 2006
(In millions, except
par value)
ASSETS
Current assel
Cash and cash equivalel $ 40.6 $ 38t
Notes and accounts receivable, less allowance$.8fis 2007 and $7.3 in 20( 114.¢ 114.¢
Inventories
Raw material 8.2 7.€
Work-in-processand finished part 96.C 88.2
Finished product 75.5 4.0
Total inventories 179.7 170.7
Other current asse 34.€ 41.¢
Total current asse 370.( 365.¢
Property, plant and equipme— net 106.4 114.;
Goodwill 90.t 87.%
Other noncurrent asse 36.C 83.:
Total assets $602.¢ $650.
LIABILITIES AND SHAREHOLDERS '’ DEFICIT
Current liabilities
Shor-term borrowings $ 26 $ 25¢
Long-term debt and capital lease obligations due witimie yeai 2.1 2.2
Trade accounts payak 92.1 77.¢
Advance billings and deposi 29.4 24.4
Accrued and other current liabilitir 76.€ 82.¢
Total current liabilities 227.1 212.t
Long-term accrued liabilitie 193.c 226.k
Long-term debt 231.¢ 232.¢
Total liabilities 652.: 671.¢
Commitments and contingenci — —
Shareholde’ deficit
4% Cumulative Preferred shai 6.C 6.C
6% Series B Convertible Preferred Stock, $.01 péuer(outstanding: .5 in both 2007 and
2006) 119.2 116.1
Common shares, $.01 par value (outstanding: 528@Y and 5.2 in 200¢ A A
Capital in excess of par vall 355.¢ 351.¢
Contingent warrant 2 15
Accumulated defici (478.5) (381.9
Accumulated other comprehensive I (52.5) (113.6)
Total shareholders deficit (49.4) (21.9)
Total liabilities and shareholders deficit $602.¢ $650.f

See notes to consolidated financial statements.
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MILACRON INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
AND SHAREHOLDERS'’ DEFICIT
Years ended December 31, 2007 and 2006

2007 2006
(In millions)
4% Cumulative Preferred shai
Balance at beginning and end of per $ 60 $ 6.C
6% Series B Convertible Preferred St
Balance at beginning of peric 116.1 112.¢
Beneficial conversion featu 3.1 3.2
Balance at end of peric 119.2 116.1
Common share
Balance at beginning of peri 351.¢ 348.t
Restricted stock expen 2.5 1.1
Issuance of previously unissued shz 1.9 .8
Transfer of restricted stock liability balancesetuity in connection with adoption of a ne
accounting standal — 1.3
Effect of change in method of accounting for reséd stock forfeiture — (.1)
Balance at end of peric 356.( 351.¢
Contingent warrant
Balance at beginning of peric 15 15
Exercise of contingent warrar (.3 —
Balance at end of peric 2 3
Accumulated defici
Balance at beginning of peri (3819 (332.9
Net loss for the perio (87.1) (39.7)
Dividends declared or accru
4% Cumulative Preferred shai (-2 (-2
6% Series B Convertible Preferred Stt (6.C) (6.0
Beneficial conversion feature related to 6% SdBi€zonvertible Preferred Stou (3.1 (3.2)
Balance at end of peric (478.9) (381.9
Accumulated other comprehensive income (i
Balance at beginning of peric (113.€) (140.9
Foreign currency translation adjustme 15.¢ 17.7
Postretirement benefit plan adjustme
Amortization of unrecognized prior service ¢ (1.6 —
Pension plan curtailment cc 1.9 —
Amortization of net unrecognized loss 10.5 —
Pension plan curtailment ge 27.¢ —
Postretirement health care plan amendr 3.8 —
Actuarial gain arising in the period not includedniet periodic postretirement bent
costs 2.7 —
Minimum pension liability adjustmel — 32.2
Adjustment related to the adoption of a new acdogrgtandarc — (23.9)
Balance at end of peric (52.5) (113.¢
Total shareholde’ deficit $(49.9 $ (219
Net loss for the perio $ (87.) $ (39.9)
Change in accumulated other comprehensive inconss) 61.1 49.¢
Total comprehensive income (los $(26.0)0 $ 10.z

See notes to consolidated financial statements.
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MILACRON INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2007 and 2006

Increase (decrease) in cash and cash equivalel
Operating activities cash flows
Net loss
Operating activitieproviding (using) cas
Discontinued operations net of income ta
Depreciation and amortizatic
Restructuring cosl
Refinancing cost
Deferred income taxe
Working capital change
Notes and accounts receiva
Inventories
Other current asse
Trade accounts payat
Other current liabilitie:
Decrease in other noncurrent as:
Increase (decrease) in Ic-term accrued liabilitie
Othernet
Net cash provided (used) by operating activi
Investing activities cash flows
Capital expenditure
Net disposals of property, plant and equiprn
Net cash used by investing activit
Financing activities cash flows
Repayments of lor-term debt
Increase in shc-term borrowings
Dividends paic
Net cash provided (used) by financing activi
Effect of exchange rate fluctuations on cash and sh equivalents
Increase (decrease) in cash and cash equivale
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of yei

See notes to consolidated financial statements.
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2007 2006
(In millions)

$(87.1) $(39.7)

1.2) (1)
16.1  16.
10.2 8.2
— 1.8
58.¢ 8
3.7 7.
4.4  (4E
@7 21
117 (1.7
(13.9 (2.0
7€ 157
78 (25.¢
3.4 1.4
9.6 (19.9
(9.6) (13.9
3 2.
(9.9 (10
1.6 (1.6
1.C 21z
(2 (2
(8 19.
2.8 3.5
22 (7.2
385 457
$40. $38.E




MILACRON INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies
Use of Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresplequire:
management to make estimates and assumptiondfiettthe amounts reported in the financial stateimeand
accompanying notes. Actual results could diffenfrihose estimates.

Consolidation

The Consolidated Financial Statements include ticeunts of the company and its subsidiaries. Alhiicant
intercompany transactions are eliminated.

Foreign Currency Translation

Assets and liabilities of the company’s non-U.Seragions are translated into U.S. dollars at peeiod
exchange rates. Net exchange gains or lossesingsiuim such translation are excluded from nehiegys and
accumulated in other comprehensive income (losshafeholders’ equity. Income and expense acceuets
translated at weighted-average exchange ratebdqudriod. Gains and losses from foreign curreranysactions are
included in other expense-net in the ConsolidatateSents of Operations. Such amounts were expédress than
$.1 million in 2007 and expense of $.2 million B0B.

Revenue Recognition

The company recognizes revenue when products grpezhto unaffiliated customers, legal title hasgeal, the
sales price is fixed and determinable, all sigaificcontractual obligations have been satisfiedthadollectibility of
the sales price is reasonably assured. The comnipanss costs for shipping and handling in connectigth sales to
customers. The company generally recognizes thppsiyg and handling costs as a component of cogisads sold.

Contracts for the sale of plastics processing nmechitypically include customer acceptance provisjavhich
are satisfied prior to shipment or at the customttility. Revenue is recognized when all sigrifitacceptance
provisions have been satisfied, the machinery kas kelivered and all applicable revenue recognitiiteria have
been satisfied. Installation is typically not ing&d in the sale price of plastics processing machinro the extent
that it is, it is generally of a perfunctory nataned reserves for any related costs are providduedime revenue is
recognized.

The company offers volume discounts and rebatesrtain customers, usually distributors, of its ahebrking
fluids business. Discounts offered to distributamrs based on the number of gallons included inrécpéar order.

Appropriate allowances for returns, which are nghi§icant, and post-sale warranty costs (see Sumioia
Significant Accounting Policies — Warranty Resejva® made at the time revenue is recognized. dhegpany
continually evaluates the creditworthiness of itstomers and enters into sales contracts only whkection of the
sales price is reasonably assured. For sales stigdarocessing machinery, customers are geneggjlyired to mak
substantial down-payments prior to shipment whielpsto ensure collection of the full price.

Advertising Costs

Advertising costs are charged to expense as intuEnecluding amounts related to participation adt shows,
advertising costs totaled $5.6 million in 2007 &3d4 million in 2006.
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Income Taxes

The company provides deferred income taxes for tatie temporary differences between the financial
reporting basis and income tax basis of its asseddiabilities. Provisions are made for all cuthgipayable federal
and state and local income taxes at applicablestis. Provisions are also made for any addititzn@ds on
anticipated distributions from non-U.S. subsidigrie

Earnings Per Common Share

Basic earnings per common share data are basde aveighted-average number of common shares odistan
during the respective periods. When required ukdsr generally accepted accounting principlestedwearnings p
common share data are based on the weighted-aveuagger of common shares outstanding adjustecctoda the
effects of certain restricted shares, the convarsfdhe Series B Preferred Stock and the contingianrants.

For all periods presented, loss per common shadeerdiect the effects of a one-for-ten reverselsgplit that
became effective on May 16, 2007 (see Sharehol&ensity).
Cash and Cash Equivalents
The company considers all highly liquid investmenith a maturity of three months or less to be cash
equivalents.
Inventory Valuation

Inventories are stated at the lower of cost or miaikcluding provisions for obsolescence commeatsuwith
known or estimated exposures. The principal metloddietermining costs are average or standard,cekish
approximate first-in, first-out (FIFO).

Property, Plant and Equipment

Property, plant and equipment, including amouritsted to capital leases, are stated at cost oggeets
acquired through business combinations, at faievak the dates of the respective acquisitionsfiRancial reportin
purposes, depreciation is generally determinederstraight-line method using estimated usefukliokthe assets.
Depreciation expense was $15.4 million in 2007 &bsL7 million in 2006.

The ranges of depreciation lives that are usedhfust assets are as follows:

Range of
Asse LDepreciation Life
Buildings (new) 25— 45 year
Buildings (used 20— 30 year
Land improvement 10— 20 year
Building component 5— 45 year
Factory machiner 6 — 12 year
Vehicles 3— 6 year
Office furniture and fixture 5—10 year
Computers 3— 5year
Personal compute 3 year.

Property, plant and equipment that are idle and faglsale are valued at the lower of historicadtdess
accumulated depreciation or fair value less cosetb Carrying costs through the expected dispdatds of such
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assets are accrued at the time expected lossescagnized. For assets expected to be sold ahagatying costs
are charged to expense as incurred.

Goodwill

Goodwill, which represents the excess of acquisitiost over the fair value of net assets acquirdtsiness
combinations, is reviewed annually for impairmdrite company has elected to conduct its annual immgsut
reviews as of October 1 of each year and basasesaments of possible impairment on the discoyrtesint value
of the operating cash flows of its various repartimits. The company has identified eight reportings for
purposes of testing goodwill for impairment.

Long-Lived Assets

The company evaluates its long-lived assets, imetudertain intangible assets, for impairment atigua when
facts and circumstances suggest that the carryimguats of these assets might not be recoverable.

Warranty Reserves

The company maintains warranty reserves intendedver future costs associated with its warrantjgakions.
These reserves are based on estimates of the asvafuhbse costs. Warranty costs are of two typesmal and
extraordinary. Normal warranty costs representiraqests incurred in the ordinary course of busénasd reserves
are generally calculated using a percentage of sgdproach based on past experience. Extraordiveamanty costs
are uniqgue major problems associated with a simglehine, customer order or a set of problems tkata large
number of machines or other type of product. Exttexary warranty reserves are estimated based exifspfacts
and circumstances. The company’s policy is to ddjsisvarranty reserves quarterly.

Self-Insurance Reserves

Through its wholly owned insurance subsidiary, Miten Assurance Ltd. (MAL), the company is primasisif-
insured for many types of risks, including gendieddility, product liability, environmental claimsnd workers’
compensation for certain domestic employees. MAhictv is fully consolidated in the Consolidated Fioil
Statements and subject to the insurance laws gudateons of Bermuda, establishes reserves for knomwestimated
exposures under the policies it issues to the cagnpdAL’s exposure for general and product lialildaims is
limited by reinsurance coverage in some cases prodess liability coverage in all policy years. ikiers’
compensation claims in excess of certain limitsiasared with commercial carriers.

MAL'’s reserves are established based on known slgimeluding those arising from litigation, andiesttes of
the ultimate exposures thereunder (after consideraf expected recoveries from excess liabilityrieas and claims
against third parties) and on estimates of the @bistcurred but not reported claims. Expected veces represent
the excess of total reserves for known exposurdsranurred but not reported claims over the liritsthe policies
MAL issues to the company. For certain types ofomxpes, MAL and the company utilize actuariallyccdted
estimates prepared by outside consultants to etiseir@dequacy of the reserves. Reserves are rayi@nkadjusted
at least quarterly based on all available infororatis of the respective balance sheet dates artaeff information
becomes available or circumstances change. MAIssries are included in accrued and other curralpilities and
long-term accrued liabilities in the Consolidatesldce Sheets. Expected recoveries from excesersaare
included in other current assets and other nonctiagsets, and represent the excess of total essawknown
exposures and incurred but not reported claims theelimits on the policies MAL issues to the compaThese
amounts are classified as assets because unlesgpatment arrangements are negotiated, the con{parte
insured party) expects that it would first pay amyemnity claims and expenses in excess of MAIstE and then
pursue reimbursement from the excess carriers.

39




MILACRON INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Retirement Benefit Plans

The company maintains various defined benefit afthdd contribution pension plans covering subséntall
U.S. employees and certain non-U.S. employeesdé&fred benefit plans, pension benefits are basethgly on
length of service and compensation. The compapwglicy is to fund the plans in accordance witpliable laws an
regulations. The company also sponsors a definedfth@ostretirement health care plan under whigthsbenefits
are provided to certain U.S. employees.

The benefit obligations related to defined bergditsion plans and the postretirement health caregre
actuarially measured as of January 1 of each yéeramounts so determined are then progressedctepd based
on known or expected changes. The assets of tliedudefined benefit pension plans, including thfendd pension
plan for certain U.S. employees and retirees, aheed as of December 31 of each year.

Derivative Financial Instruments

The company enters into foreign currency forwarchexge contracts, which are a type of derivatinarfcial
instrument, on an ongoing basis commensurate withvk or expected exposures. The purpose of thigipeais to
minimize the potentially adverse effects of foregmrency exchange rate fluctuations on the com'gasperating
results. These contracts are typically designasechah flow hedges with any gains or losses regultbom changes
their fair value being recorded as a componentliérocomprehensive loss pending completion of idwesctions
being hedged.

On December 14, 2006, the company terminated aneistt rate swap that it had entered into on Ju/y2G04.
The interest rate swap, a form of derivative firahinstrument, was entered into for the purposedtfieving a better
balance between fixed-rate and floatihage debt. The amounts paid or received undemthéigement were record
as adjustments of interest expense. Changes faithealue of the arrangement were also applieddjgstments of
interest expense.

The company does not currently hold other typedeoivative financial instruments and does not eegag
speculation.

Changes in Methods of Accounting

Effective January 1, 2007, the company adoptedn€inhAccounting Standards Board Interpretation #&).
“Accounting for Uncertainty in Income Taxes*IN No. 48). This interpretation of Statement afid&icial Accountin
Standards No. 109, “Accounting for Income Taxesgspribes a recognition threshold and measurentieifiLee for
the financial statement recognition and measuremwieatax position taken or expected to be takemtiex return.
The interpretation also provides guidance regartheglerecognition of tax benefits, their classifion in the
statement of financial position and accountinggfossible interest and penalties. Additionally, e mksclosure
framework for uncertain tax positions is requiredjimning in 2007.

The adoption of FIN No. 48 resulted in a de minicusnulative effect adjustment to opening accumdlaleficit
and accrued income taxes. The cumulative adjustaisatresulted in a decrease in deferred tax agadtgaluation
allowances in the amount of $.7 million. The grassount of uncertain tax benefits at adoption amexii
$2.8 million which increased by a net $17.4 in 2885ulting in a balance of $20.2 million at Decemi, 2007.
Consistent with past practice, interest and perslire classified as income tax expense as acdiogcver, the
amounts are immaterial in the periods presentedariiy due to net operating loss carryforwardseet#td as deferre
tax assets.

Resolution of controversies related to uncertairbinefits are contingent on reaching satisfactetylement
agreements with the relevant taxing authoritie0@7, the company reached a favorable settlemiémiaw
non-U.S. taxing jurisdiction related to $1.5 mifliof uncertain tax benefits and recorded the rélbenefit. The
resolution of the issues underlying uncertain tamdfits may cause a decrease or increase in theaross
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effective tax rate. The company’s tax returns genounder the respective statutes of limitatiomaast of the
jurisdictions in which the company has major operst for periods generally beginning with the 2@6@8 year.

Effective January 1, 2006, the company adoptec®tant of Financial Accounting Standards No. 123/{$&zl
2004), “Share-Based Payment,” (SFAS No. 123R) ufiegnodified prospective transition method. Acaogdy,
amounts for prior periods were not restated. Thepany had previously accounted for stock optiorgsrastricted
stock awards under the recognition and measurepmenisions of Accounting Principles Board Opinion.Ne5,
“Accounting for Stock Issued to Employees,” and tblated interpretations.

Prior to the adoption of SFAS No. 123R, no compgosaxpense related to stock options was recogriize
earnings because all of the options granted umdgecampany’s 1997 and 2004 Long-Term Incentive $&ard a
predecessor plan had exercise prices equal tathmérket value of the underlying common shargbh@atespective
grant dates. Under the provisions of SFAS No. 128Rense related to stock options must be recodiizan
entity’s primary financial statements over the iresperiod or periods based on their fair valuedgfned in the
standard) as of the grant date. The conversio@i0$million of then-outstanding notes into 1.5limil common
shares on April 15, 2004 resulted in a change ntrobunder the provisions of the 1997 Long-Terroentive Plan
which triggered the vesting of all outstanding &toptions. Since that date, only 1,400 additiotatls options have
been granted of which 1,050 were not fully vestedfalanuary 1, 2006. The company began to indluglexpense
related to these stock options in the Consolid&tatiements of Operations in 2006 but the effedioirfig so is de
minimis based on their grant date fair value of.8R%er share.

Under the provisions of SFAS No. 123R, the compzomntinues to recognize expense related to redricte
(unvested) stock and deferred shares over thectagpeesting periods. The provisions of these awand activity
for 2007 are presented in the note captioned “SBased Compensation”. Prior to 2006, the compamnlyataounted
for forfeitures of these awards as they occurremlvél/er, SFAS No. 123R requires that estimatestaféuforfeitures
be made as of the grant dates and revised as neges®r the vesting periods. Accordingly, the campmade
estimates of future forfeitures for those awardst@nding as of January 1, 2006. The effect wasdace the
cumulative expense recognized to date by approeimn&t1 million. This amount is included as incomether
expense-net in the Consolidated Statement of Cpasator 2006 (rather than being reported as tmeutative effect
of a change in method of accounting) based omitsdteriality.

As was customary under the prior rules, the comaayiously classified the offsets to the expems®gnized
for restricted stock and deferred shares as ltadslin the Consolidated Balance Sheets. The reddidbilities were
then transferred to shareholders’ equity when tiards vested. In connection with the adoption oASHNo. 123R,
liability balances as of December 31, 2005 tota$iad3 million were reclassified to capital in exses par value in
shareholders’ equity as of January 1, 2006.

Excluding the adjustment for forfeitures, the admpbf SFAS No. 123R had the effect of increashmg t
company'’s 2006 loss before income taxes and netdpdess than $.1 million. Including the adjustirien
forfeitures, the effect on the respective loss ammwas a de minimis decrease. In both cases, Wesa0 effect on
the applicable loss per common share amounts.

Effective December 31, 2006, the company adopteddabognition and related disclosure provisions of
Statement of Financial Accounting Standards No, 1EBployers’ Accounting for Defined Benefit Pensiand
Other Postretirement Plans,” (SFAS No. 158). Asiiregl, the adoption was on a prospective transitiethod and
prior periods were not restated. This standard as&tatements of Financial Accounting Standards8¥p88, 106
and 132(R). The standard requires an employerctogréze the overfunded or underfunded status effiaed benefit
postretirement plan as an asset or liability irsiegement of financial position. The adoption BAS No. 158
increased shareholders’ deficit by $23.3 million &mcreased liabilities by $20.9 million, in botases in relation to
the amounts that would otherwise have been repaitt®écember 31, 2006 under previous requirem&ets the not
captioned “Retirement Benefit Plans” for additiomdbrmation regarding the compasypostretirement benefit pla
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SFAS No. 158 includes a second provision thatfescéf’e as of December 31, 2008. The measureméat da
provision of the standard requires an employer ¢asure plan assets and benefit obligations asafate of the
employer’s fiscal year-end statement of financ@dippon and prohibits retrospective applicationc8ase the
company currently measures plan assets and bebéiations as of its year end, this provision wittt affect the
company'’s financial position or results of operatio

Recently Issued Pronouncements

In September 2006, the Financial Accounting StashelBoard issued Statement of Financial Accounting
Standards No. 157, “Fair Value Measurements,” (SR&8S157). SFAS No. 157 is effective for fiscal ygeand
interim periods that begin after November 15, 2607 prospective basis. SFAS No. 157 defines tdlirey
establishes a framework for measuring fair valugdanerally accepted accounting principals and edgaisclosure
about fair value. The effects of adopting this d&nd are still being determined.

In February 2007, the Financial Accounting Standd@dard issued Statement of Financial Accountirgnard:
No. 159,“The Fair Value Option for Financial Assets anddginial Liabilities,” (SFAS No. 159). SFAS No. 159 i
elective for fiscal years that begin after Novemb®r2007 on a prospective basis. SFAS No. 15%allmompanies
to measure certain financial assets and finaniallities at fair market value and to report chasign the fair market
value in earnings. The company does not intendetzt &ir value reporting for its financial assated financial
liabilities in the near future.

In December 2007, the Financial Accounting Stansl&udlard issued Statement of Financial Accounting
Standards No. 160, “Noncontrolling Interests in Sdidated Financial Statements,” (SFAS No. 160ASNo. 160
is effective for fiscal years and interim periodglmning after December 15, 2008 on a prospectgisbThe effects
of adopting this standard are not expected to havaterial effect on the company’s financial stagets.

SFAS No. 160 requires that entities provide sudfitidisclosures that clearly identify and distirsubetween
interests of the parent and interests of noncdimtgpbwners. SFAS No. 160 also changes the deciiagimn and
acquisition accounting for noncontrolling interests

Discontinued Operations

The components of the line captioned “Discontinapdrations net of income taxes” in the Consolidated
Statements of Operations for 2007 and 2006 arespted in the table that follows. In both years,aheunts
presented represent adjustments of previously decoreserves for post-sale exposures based onamwsant
information.

Gain (Loss) on Divestiture of Discontinued Operati®

2007 2006
(In millions)

Sale of Valenite $5 $9
Sale of Widia and Werk — —
Sale of round metalcutting tools busin .3 (.3
Sale of grinding wheels busine 2 (.2
Adjustments of reserves for the 1998 divestiturthefmachine tools segme _2 (3
Net gain on divestiture $1.2 $ .1
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Restructuring Costs

In November 2002, the company announced restructumitiatives intended to improve operating effiecy ant
customer service. One of these actions involvedrtresfer of all manufacturing of container blowlding machines
and structural foam systems from the plant in Mastér, Michigan to the company’s more modern afidiesfit
facility near Cincinnati, Ohio. The mold making oaion has also been moved to a smaller locati@n kancheste
These operations are included in the machinerynt@olgies — North America segment. The relocatiovisch
involved the elimination of 40 positions, resultedestructuring costs of $14.3 million, includifigs million in 2006
The amount for 2006 includes a charge to furthéuce the carrying value of the Manchester facbiged on a
revised estimate of its fair value. The remaindehe expense for 2006 relates to costs to comgietenove of the
mold making operation and carrying costs for thenbheester facility pending its sale. The facilitysssubsequently
sold in the third quarter of 2006 for proceeds #Hygiroximated its adjusted carrying value. Of thtaltcost of
$14.3 million, $1.5 million relates to employee smnce costs, $7.0 million to facility exit costsc{uding
adjustments to the carrying values of the Manchdstidding and other assets that were disposeds@ff million to
inventory adjustments related to product linesatisioued in connection with the relocation and $8iBion to other
move-related costs, including employee, inventany machinery and equipment relocation. Net of $ilBon of
proceeds from the sale of the Manchester faciiitg,net cash cost of the relocations was $4.6anilllhe non-cash
cost of $9.7 million relates principally to adjugtnts related to inventories of discontinued prodiness and assets
disposed of as a result of the plant closure.

In 2004, the company initiated headcount reductinrits European mold base and components busifbsse
reductions represented a continuation of actioitisied in 2003 and employment level reduction&ermany and
were undertaken due to continued slow economicitiond in Europe. The company incurred additiorasts for
these actions in 2006 related principally to theohetion of legal issues related to earlier terniores.

In the fourth quarter of 2005 the company alsdated the closure of a small metalworking fluideriding
operation in Germany. The closure resulted in egpeari $.3 million, including $.1 million in 2006 h& cash cost in
2006 was $.1 million and an additional $.1 milliwas spent in 2007. In the fourth quarter of 2086,dompany
initiated the closure of a second fluids blendiagilfty located in the United Kingdom at a costa? million. In
2006, $.1 million of the total cost was charge@xpense and an additional $.1 million was expens@007. The
cash cost will be approximately $.2 million, of whi$.1 million was spent in 2007.

In the fourth quarter of 2005, the company annodribat it planned to further reduce its cost striceby
consolidating certain operations in both North Aireeand Europe. One such action — the reorganizatiohe
European sales offices of the machinery technotogieEurope segment — was initiated in 2005 andagasinued
in 2006 and 2007. Expense related to this actitaled $.3 million in 2005 and an additional $1.7lion was
charged to expense in 2006. Expense of $2.0 millias recorded in 2007 to substantially completectivesolidation
The amount for 2007 includes $1.3 million relatedite sale of two additional sales subsidiariesthad:losure of a
third. The cost reduction measures announced ib6 200 implemented in 2006 also included the overall
reorganization of European operations of the metthnologies segment, including product line rafi@aation and
the streamlining of marketing and administrativediions. Expense related to these actions totaleiillion in
2006 and $1.1 million in 2007. The net cash cadisted to the sales office and mold base and coergsn
reorganizations are expected to be approximately ®llion. Of this amount, $1.9 million was sp@mt2006 and an
additional $3.4 million was spent in 2007. Seveeaad other termination benefits represent appratdiy one
guarter of both the total expense and cash cdsiest initiatives.

In the first quarter of 2006, the company initiatedlan to reduce the cost structure of its ingectnolding
machine manufacturing facility in Malterdingen, @&eany. The business has been restructured basedatiorelized
global product portfolio, thereby eliminating corapity and reducing the overall cost structure. féstructuring
resulted in 82 headcount reductions, including exipmately 70 that occurred in 2006. The cost ofréstructuring
was $7.6 million, all of which relates to severance other termination benefits. Of this
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amount, $6.5 million was charged to expense in 20@ban additional $1.1 million was expensed in72dMe cash
cost — all of which relates to termination benefitswas also $7.6 million. A total of $5.2 millionas spent in 2006
and the remaining $2.4 million was spent in 2007.

In the second quarter of 2006, the company intfialan to reorganize and further downsize itgigpenold
base machining facility in Fulda, Germany at a adst1.8 million, all of which was charged to experin 2006,
including $1.3 million for benefits related to ttermination of 21 employees. The cash cost of taetp
reorganization was $1.3 million, all of which wamest in 2006. As discussed further below, the Fiaddity was
subsequently sold in the fourth quarter of 2007.

In the third quarter of 2006, the company initiateeorganization of the mold technologies segrsespieration
in North America. In one action, the company indththe elimination of most of the manufacturing\diies at the
segment’s facility in Charlevoix, Michigan and thetsourcing of a majority of the mold components fiwility
produces. The cost of this action — which resuitetthe elimination of 51 positions — was $1.8 noitlj
substantially all of which was recorded in 2006eThtal cost includes $.3 million for severance atiger terminatio
benefits and $1.5 million to adjust the carryindues of assets to be disposed of to reflect fdirezaAfter deducting
expected proceeds from sales of these assetsashecost is expected to be approximately $.6 millio another
action, the company initiated the downsizing of dldeninistrative workforce at the segment’s Northekiman
headquarters in Madison Heights, Michigan in 200@s action resulted in the elimination of 13 pinsis at a cost of
$.1 million, all of which related to terminationrits. In order to further reduce headcount, th@gany offered
special early retirement benefits to certain emgésyearly in 2007 which resulted in expense ofiilion. In the
third quarter of 2007, the company initiated thesakre of the mold base manufacturing facility inlfdee Park,
lllinois and the transfer of its production to atimeold technologies facilities in North America. gense related to tl
closure was $.6 million which is net of a gain d #illion on the sale of the facility. The grospense of
$1.1 million related principally to severance atiden termination benefits and the relocation ofipauent. The net
cash cost will be $.1 million, most of which waseeded in 2007.

In the third quarter of 2006, the company complétedliquidation of a sales branch in Japan whésulted in a
non-cash charge of $1.3 million, a large portionvbfch related to the recognition of prior periofts'eign currency
translation adjustments and other deconsolidafffatts.

In the fourth quarter of 2006, the company initiateprogram to reduce headcount at its principattiNo
American plastics machinery facility — principally the injection molding machinery business — bigohg
supplemental early retirement benefits to eligdnieployees. A total of 34 employees accepted trer @if2006
which resulted in a non-cash charge of $1.5 millibime offer of supplemental benefits was extendeatititional
groups of employees in the second quarter of 20tichwresulted in incremental expense related terhployees of
$.9 million. The supplemental retirement benefith e paid by the funded defined benefit pensitangor certain
U.S. employees and retirees. In the third quaft@067, the company continued the headcount reslugiiogram at
its principal manufacturing facility by outsourcicgrtain functions at a cost of $.1 million for doyee termination
benefits.

In the first quarter of 2007, the operating assétsvo European sales offices of the company’s MRO
(maintenance, repair and operating supplies) besinere sold which resulted in expense of $.2 anillThis
business is included in the mold technologies segnide cash proceeds were $.5 million and the casts related
to the sales were $.2 million.

In the fourth quarter of 2007, the company complele sale of its special mold base facility indaylGermany
that resulted in 50 headcount reductions. Theuestring activity resulted in expense of $3.1 moiiliin 2007, which
mostly related to the loss on the sale of the fixeskets and inventory. The sale will result inaaeth proceeds of
$2.2 million, most of which was recorded in 2007.

In the fourth quarter of 2007, the company initiaéeprogram to reduce headcount at several ofdatthN
American facilities by offering supplemental eardirement benefits to eligible employees. At thestics
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machinery operation, principally the injection malglmachinery business, the program resulted ihet@lcount
reductions at a cost of $2.3 million, all of whisfas recorded in 2007. The total cash cost is ergeotbe

$.7 million, with $.2 million being recorded in 2ZD@nd the remainder in 2008. At the Corporate ifgcihe program
resulted in 3 additional headcount reductions. e cost amounted to $.1 million, all recorde®@07, with no
cash cost. At the mold making operation in Tecumb&bhigan, the program resulted in 7 headcounticédns at a
cost of $.3 million, all of which was recorded i@ . There was no cash cost in 2007, as it wilbalincurred in
2008 and beyond.

Additional restructuring actions are expected tanpglemented in 2008. In total, the actions inéthin 2005
through 2008 are expected to result in restruoguectmarges of approximately $31 million and casiscos
approximately $13 million spread from 2006 thro@&§i98.

The table that follows summarizes the costs of/firéous restructuring actions that are describexyab

Restructuring Costs

2007 2006
(In millions)

Relocation of blow molding machinery and mold mautfiring $ — ¢ 6
Additional European mold base reductic — 3
Closure of metalworking fluids operatio A 2
Consolidation of European injection molding salé&kes 2.C 1.7
Consolidation of European mold component operai 1.1 1.8
Reorganization of Germany injection molding machjrfacility 1.1 6.t
Downsizing of Germany mold technologies faci — 1.8
Reorganization of North America mold componentsrapens 1.1 1.€
Liquidation of Japan sales offit — 1.3
U.S. plastics machinery headcount reducti 1.C 1kt
Sale of MRO sales office 2 —
Sale of Germany mold technologies facility in 2( 3.1 —
Additional machinery technologi— North America reduction 2.€ —
Other 2 A
Total restructuring cosi $12.8  $17.4
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The following table presents the components ofitteecaptioned “Restructuring costs” in the Condated
Statements of Operations for the years 2007 an@.200
Restructuring Costs

2007 2006
(In millions)

Accruals for restructuring cos
Termination benefit $323 $84

Facility exit costs 4 1.€
Total accrual 3.7 10.C
Supplemental retirement benef 2.8 1kt
Adjustment of assets to realizable values and gaiddosses on dispos 3.7 1.¢
Other restructuring cos
Costs charged to expense as incu
Inventory adjustments related to product line digcmation 2 15
Inventory and machinery relocati .6 2
Severance and facility exist co: 1.2 82
Other T 2
Reserve adjustmen (&) (.2
Total restructuring cos $12.8  $17.4

The amounts on the line captioned “Inventory adjgsits related to product line discontinuatiang included i
cost of products sold in the Consolidated StatemehOperations.

As presented in the above table, the costs unddirth captioned “Costs charged to expense asriedUdo not
meet the conditions for accrual under U.S. generaltepted accounting principles upon announcenfahe
restructuring event and are therefore expensed Wieerelated contractual liabilities are incurr@dcordingly, no
reserves related to these costs were established.

The status of the reserves for the initiativesused above is summarized in the following tables.

Restructuring Reserves

2007
Beginning Usage ant Ending
Balance Additions Other Balance
(In millions)
Restructuring cosl
Termination benefit $ 31 $ 32 $ @48 9% 1¢6
Facility exit costs .8 A (.9) .3
Total reserve $ 3¢ $ 37 $ (7 $ 18
2006
Beginning Usage ant Ending
Balance Additions Other Balance
(In millions)
Restructuring cosl
Termination benefit $ 11 $ 84 $ (6.4 $ 3.1
Facility exit costs .3 1.€ (1.0) .8
Total reserve $ 14 $ 10 $ (75 $ 3¢
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Approximately $1.0 million of the $1.9 million oéstructuring reserves remaining at December 317 200
expected to be utilized in the first half of 20@8large portion of the remaining $.9 million repeess supplemental
retirement benefits for certain employees in Betgihat will be paid at a rate of approximately fillion per year
for the next several years.

Change in Preferred Stock Ownership Costs

During 2007, the company charged to expense $1l@mof costs associated with the October 2, 2p0ithast
of all of the Series B Preferred Stock held by Gter Finance AG, amounting to 57.5% of the outstanp8eries B
Preferred Stock, by Ohio Plastics, LLC, an affdiaf Bayside Capital, Inc. The $1.9 million of costere primarily
for the early vesting of certain shares of restdcétock granted to non-officer employees and lagdlother
consulting costs arising from the transaction. $&le, which is more fully discussed in the nottheoConsolidated
Financial Statements captioned “Income Taxes,§&igd an “ownership change” for U.S. federal incdaxe
purposes. The ownership change for income tax pepwill further limit the company’s ability to litie pre-change
net operating loss carryforwards and the compacgrdzd a $63.0 million charge to the provisionifmome taxes t
record valuation allowances related to deferrecatsets previously covered by tax planning stragegi

Pension Plan Curtailment Costs

As discussed further below, as of December 31, 200 company froze the benefits payable under the
U.S. defined benefit plan for certain employees iatidees. Related to freezing the plan, the compharged
$1.9 million to expense to write-off unamortizedoprservice costs associated with previous plannaiments. These
costs were being amortized to expense over theingmgaservice life of the plan’s active participant
Research and Development

Charges to operations for research and developawtintties are summarized below.

Research and Development

2007 2006
(In millions)
Research and developm: $19.2  $20.F

Retirement Benefit Plans

The company maintains various defined benefit ptardsa defined benefit postretirement health cke. p
Currently, only the defined benefit pension plandertain U.S. employees and retirees (the U.Sh)Rlarries a
significant value of plan assets. Two other non:l8ns are also funded (see Summary of Signifidacbunting
Policies — Retirement Benefit Plans).

In the fourth quarter of 2007, the company ameritledJ.S. Plan to freeze benefits under it as ofeldmer 31,
2007. Beginning in 2008, retirement benefits fa #ifected employees will be provided through astayg defined
contribution plan. As a result of the amendmerd,dbmpany recorded a non-cash curtailment chargé.8fmillion
in the fourth quarter of 2007 to write off unampetil prior service cost. The amendment decreasquahés
projected benefit obligation as of December 31,7200 $27.9 million and decreased the amount ofeogeized
losses included in accumulated other comprehefssgeby a like amount.

On December 31, 2006, the company adopted the mézmygand disclosure provisions of SFAS No. 158(s
Summary of Significant Accounting Policies - Chasge Methods of Accounting). SFAS No. 158 requitieel
company to recognize the funded status of itseretént benefit plans in its December 31, 2006 Cadesteld Balance
Sheet with a corresponding adjustment to accunulilatfeer comprehensive income (loss), net of taxe Th
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adjustment to accumulated other comprehensive iedqdoss) at adoption represents the net unrecogtiases and
unrecognized prior service costs or credits, albich were previously netted against the planstid status in the
company'’s statement of financial position pursuarthe provisions of Statement of Financial AccangniStandards
No. 87,“"Employers’ Accounting for PensionsSEAS No. 87). These amounts are being recognizedraponents (
net periodic benefit costs pursuant to the compahigtorical accounting policies for amortizing s@mounts.
Further, gains and losses that arise in subsegeeiatds and are not immediately recognized in ebgic benefit
costs in the same periods are being recognizedrapanents of accumulated other comprehensive in¢wss).
Those amounts will be subsequently recognized agpoaents of net periodic benefit costs on the daasés as the
amounts recognized in accumulated other comprebensiome (loss) at the adoption of SFAS No. 158.

The following table presents the incremental e§exftapplying SFAS No. 158 on the company’s Coulsdéd
Balance Sheet at December 31, 2006 for all defosaekfit retirement plans. The adoption of SFAS N8 had no
effect on the compang’Consolidated Statement of Operations for the gaded December 31, 2006, or for any p
period, and it did not affect the company’s opagitiesults in 2007. Had the company not been reduo adopt
SFAS No. 158, it would have recognized additionadimum liabilities pursuant to the provisions of &A% No. 87.
The effect of recognizing the additional minimumililities are included in the table below in théuecan captioned
“Before Application of SFAS No. 158.”

Incremental Effects of Applying SFAS No. 158

Before After
Application of Adoption Application of
SFAS No. 15(  Adjustments SFAS No. 15!
(In millions)

Intangible pension asse $ 24 3% 24 % —
Other noncurrent asse 85.7 (2.9 83.c
Total Assets 652.¢ (2.9 650.t
Current liability for retirement benefi 4.C 4.C
Accrued and other current liabilitir 78.€ 4.C 82.€
Total current liabilities 208.t 4.C 212t
Long-term liability for retirement benefit 160.Z 16.¢ 177.1
Long-term accrued liabilitie 209.¢ 16.¢ 226.t
Total liabilities 650.¢ 20.¢ 671.¢
Minimum pension liability adjustmel (132.9) 132.: —
Defined benefit plan unrecognized net prior serigsts and net los — (155.¢) (155.¢)
Accumulated other comprehensive | (90.9) (23.9) (113.¢)
Total shareholders equity (deficit) $ 2C $ (285 % (21.3)
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The following table presents the amounts incluseddcumulated other comprehensive loss relatedftneti
benefit pension plans at December 31, 2007 andrbleee31, 2006 that have not yet been recognizeetiperiodic
pension expense. The U.S. Plan represented $11fichrand $155.7 million of the total gross amosifior
December 31, 2007 and December 31, 2006, resplctive

Components of Accumulated Other Comprehensive Loss

December 31, December 31,
2007 2006

Net of Net of

Gross Tax Gross Tax

(In millions)

Unrecognized losse $126.C $74.€ $167.¢ $116.F
Unrecognized prior service co A A 2.4 2.4
Total $126.1 $74.7  $170.. $118.C

The following table presents the amounts includedther comprehensive income at December 31, 2ti7ate
expected to be recognized in net periodic pensipemrse during 2008. The U.S. Plan represents $ifliamof the
amounts included in other comprehensive incomeegehber 31, 2007 that are expected to be recogimzest
periodic pension expense during 2008.

2008 Projected Amortization to be Included in Neg¢fibdic Pension Cost

Net of
Gross Tax
(In millions)
Amortization of unrecognized loss $77 $7.7
Amortization of unrecognized prior service cc A A
Total $78 $7.8

Pension cost for all defined benefit plans is sumized in the following table. For both years prasenthe tabli
includes amounts for plans for certain employeebratirees in the U.S. and Germany. Pension exdensiee
U.S. Plan was $15.9 million in 2007, including $fillion of supplemental retirement benefits andgen plan
curtailment cost, and was $14.3 million in 200&Juding $1.5 million of supplemental retirement bits.

Pension Expense

2007 2006
(In millions)
Service cost (benefits earned during the pel $ 48 $ 49
Interest cost on projected benefit obligat 34.C 33.t
Expected return on plan ass (34.9) (32.7)
Supplemental retirement benef 2.8 15
Pension plan curtailment cc 1.6 —
Amortization of unrecognized prior service ¢ 4 .5
Amortization of unrecognized loss 10.7 11.1
Pension expens $20.2 $18.¢
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The following table summarizes changes in the ptep benefit obligation for all defined benefita The
projected benefit obligation for the U.S. Plan \$488.2 million at December 31, 2007 and $521.5iomilat
December 31, 2006.

Projected Benefit Obligation

2007 2006
(In millions)
Balance at beginning of ye $(575.2) $(576.6)
Service cos (4.9 (4.9
Interest cos (34.0 (33.5)
Supplemental retirement benet (2.8 (1.5)
Curtailment of U.S. pension pl: 27.¢ —
Benefits paic 42.¢ 36.1
Actuarial gain (loss 2.5 (9.0
Changes in discount rat — 16.1
Foreign currency translation adjustme (1.7) (1.9
Balance at end of ye: $(545.5) $(575.2)

The following table summarizes the changes in plssets for the funded plans. Plan assets for tReRlan
were $394.0 million at December 31, 2007 and $462liion at December 31, 2006.

Plan Assets
2007 2006
(In millions)
Balance at beginning of ye $403.C  $362.€
Actual investment gai 38.¢ 45.1
Benefits and expenses pi (43.5) (36.9)
Contributions — 32.1
Balance at end of ye: $398.4  $403.(

The weighted allocations of plan assets for the Bl&n at December 31, 2007 and 2006 are showrein t
following table.

Allocation of Plan Assets

2007 2006
Equity securitie: 4% 74%
Debt securitie: 22 21
Alternative investment 4 —
Cash and cash equivalel — 5

00% Z00%
At December 31, 2007 and 2006, common shares afaimpany represented .1% and 1%, respectivelyeof th

funded U.S. Plan’s equity securities. These comsf@res had a market value of $.3 million at Decerthe2007
and $2.4 million at December 31, 2006.
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At December 31, 2007, the company’s target allocapiercentages for plan assets were approximadéiyt6
65% equity securities and 35% to 40% debt andredtere investments. The targets may be adjustdddieally to
reflect current market conditions and trends ad asinflation levels, interest rates and the trdreteof, and
economic and monetary policy. The objective undegyhis allocation is to achieve a long-term rafteeturn of
inflation plus 7%. Under the current policy, theéstment in equity securities may not be less 8% or more than
80% of total assets, investments in fixed inconmigges may not be less than 15% or more than 6686tal assets
and investments in alternative investments maybeanore than 25% of total assets.

The expected long-term rate of return on plan adeetpurposes of determining pension expense Wa/8in
2006 and 2007. The company will use an 8.50% ra2908. The expected rate of return is developsddan the
target allocation of investments and on the histdrieturns on these investments judgmentally éeljut® reflect
current expectations of future returns and valudeddexpectations based on historical experientieegblan’s
investment managers. In evaluating future retumsquity securities, the existing portfolio is sifiad to separately
consider large and small capitalization investmastsvell as international and other types of séestiThe decrease
in the expected lonterm rate of return in 2008 will reduce the retamplan assets component of pension expen
approximately $1.0 million compared to 2007.

The company made cash contributions to the fund&d Jan of $32.1 million in 2006 and contributiomsre
not required in 2007. The company currently expgasthe 2008 contribution will be between $30liol and
$35 million, with approximately $20 million beingid in September, in both cases based upon thesposiof the
Pension Protection Act of 2006 which became effeatin January 1, 2008. Funding requirements fo 206
estimated to be between $15 million and $20 millidanding requirements for years beyond 2009 cabaot
precisely estimated at this time.

The following table sets forth the funded statualbfiefined pension benefit plans at year-end 208 2006.

Funded Status at Year-End

2007 2006
(In millions)
Accumulated benefit obligatic $(540.7)  $(539.9)
Projected benefit obligatic $(545.5  $(575.7)
Plan assets at fair vall 398./ 403.(
Deficiency of plan assets in relation to projedbeaefit obligatior (247.0) (172.2)
Unrecognized net los 126.( 167.¢
Unrecognized prior service cc A 2.4
Accrued pension co: $ (210 $ (1.9
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The presentation of the amounts included in theipus table in the Consolidated Balance Sheets at
December 31, 2007 and December 31, 2006 is refléctthe following table. Accrued pension costrisliuded in
accrued and other current liabilities and long-t@wuorued liabilities.

Balance Sheet Presentation

2007 2006
(In millions)
Current accrued pension ct $ B2 $ (3.0
Noncurrent accrued pension ¢ (143.9 (169.9)
Accumulated other comprehensive los 126.1 170.S

$(21.0 $ (L9

(a) Represents the pretax amount of an afi@reharge to accumulated other comprehensiveofo$84.7 million ir
2007 and $118.9 million in 200

The following table presents the weighted-averageaaial assumptions used to determine pensiomieocar
expense for all defined benefit plans in 2007 aD@62 except as noted.

Actuarial Assumptions

2007 2006
Discount rate for all plan 5.95% 5.7(%
Discount rate for the U.S. Pl 6.0% 5.7%%
Expected lon-term rate of return on plan ass 8.75% 8.7%%
Rate of increase in future compensation le 3.5¢% 3.51%

The following table presents the weighted-averageaaial assumptions used to determine the prajemaefit
obligation for all defined benefit plans at Decem®Bg, 2007 and December 31, 2006. The change iratheof
increase in future compensation levels is relatetie freezing of benefits in the U.S. Plan, wHield been lower thi
the weighted-average in 2006.

Actuarial Assumptions

2007 2006
Discount rate 5.97% 5.95%
Rate of increase in future compensation le 4.6% 3.55%

The following table presents future estimated biepafyments, including the effects of future seeyiander all
defined benefit plans as of December 31, 2007.

Pension Benefit Payments

(In millions)
2008 $ 39.4
2009 38.¢
2010 38.€
2011 38.S
2012 38.5
201:-2017 199.1
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The company also maintains a Retirement SavingswWwheach is a defined contribution 401(k) plan. Rapation
in this plan is available to certain U.S. employéessts for this plan were $1.7 million in both ZGthd 2006.
Expense for this plan will increase by approximat million in 2008 as a result of the previoudigcussed
freezing of benefits under the defined benefit pmplan for certain U.S. employees and retirees.

In addition to pension benefits, the company alswides varying levels of postretirement healtredaenefits to
certain U.S. employees and retirees. Substanadlliisuch employees are covered by the company’Eipal plan,
under which benefits are provided to employees relice from active service after having attained &§ and ten
years of service. The plan is contributory in natdfor employees retiring prior to 1980, contribng are based ¢
varying percentages of the current per-contradt ablsenefits, with the company funding any exoessr these
amounts. However, the company’s contributions liis group of retirees were significantly reducedibring in
2006 as a result of the plan amendment that isislssn] below. For employees retiring after 1979dtiar amount
of the company’s current and future contributianfozen. Effective January 1, 2007, the compaplaced its self-
funded medical plan for post-age 65 retirees withlls insured Medical Advantage Private Fee Fong&e Plan
(PFFS Plan). Effective January 1, 2008, the PFR8 ®hs amended to include prescription drug coweeaagl except
for pre-1980 retirees, the company eliminated déisticbutions for post-age 65 retiree coverage aednded a
$3.8 million reduction to the accumulated postestient benefit obligation.

On December 8, 2003, the Medicare Prescription Dimgrovement and Modernization Act of 2003 (the)Ac
was enacted. Among other things, the Act createebafederal prescription drug coverage progranedaifiedicare
Part D. Medicare Part D became available to ekggarticipants beginning January 1, 2006 and isgopiovided by
employers and third-party insurance plans that roeein qualifying criteria. In response to the,Abe plan was
amended effective January 1, 2006 to move pregmnipirug coverage for retirees who are eligibleNtedicare fron
the self-funded company plan to thipdsty insurers who offer a qualifying Medicare Hagplan. The change resuli
in cash savings to the company in excess of $1lldmin both 2006 and 2007. The reduction in thenfs
accumulated postretirement benefit obligation wk&.% million and amortization of this amount, adhas other
factors, resulted in postretirement health carenme of $2.0 million in 2007 and $1.9 million in 200

The following table presents the components oftthrapanys postretirement health care cost under the prah
U.S. plan, including the effect of the 2006 planeaament that is discussed above.

Postretirement Health Care Cost (Income)

2007 2006

(In millions)
Service cost (benefits earned during the pel $1 $ 1
Interest cost on accumulated postretirement beoblfigation A4 A4
Amortization of effect of plan amendme 2.1) (2.0
Amortization of unrecognized gail (&) (.9
Postretirement health care cost (incol $2.0 $(1.9
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The following table summarizes changes in the actdated postretirement benefit obligation for thgipal
U.S. plan, including the effect of the 2008 planeaaiment that is discussed above.

Accumulated Postretirement Benefit Obligation

2007 2006
(In millions)

Balance at beginning of ye $(7.0) $(7.7)
Service cos (.1 (.1
Interest cos (.9) (.4)
Participant contribution 1.5 (1.9
Benefits paic 2.8 2.€
Actuarial gain (loss (.3 3
Effect of plan amendme! 3.8 —
Change in discount ra = .2
Balance at end of ye: $2.7) $(7.0

The following table presents the amounts includeddcumulated other comprehensive loss relatedst p
retirement health care benefits at December 317 20@ at December 31, 2006 that have not yet sgnized in
net periodic benefit costs.

Components of Accumulated Other Comprehensive Loss

December 31, December 31,
2007 2006
Net of Net of
Gross Tax Gross Tax
(In millions)

Unrecognized net ga $3B0 $@B0 $@B7 $ @39
Unamortized effects of plan amendme (14.2) (14.2) (12.5) (12.5)
Total $(17.2) $(17.2) $(16.2) $(16.2)

The following table presents the amounts incluseeddcumulated other comprehensive loss at Decegiher
2007 that are expected to be recognized in nedglierpension costs during 2008.

2008 Projected Amortization to be Included in Ne¢fiddic Benefit Cost

Net of
Gross Tax
(In millions)
Amortization of unrecognized ga $(3) $(3
Amortization of effects of plan amendme (2.9 (2.9
Total $3.1) $@3.J)
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The following table presents the components otchrapany’s liability for postretirement health céenefits
under the principal U.S. plan.

Accrued Postretirement Health Care Benefits

2007 2006
(In millions)
Accumulated postretirement benefit obligat
Retirees $ (7)) $ @39
Fully eligible active participant (-6) (2.3
Other active participani (1.9 (2.2
(2.7) (7.0
Unamortized effects of plan amendme (14.2) (12.5)
Unrecognized net ga (3.0 (3.7
Accrued postretirement health care bent $(19.9  $(23.9)

The following table presents the discount ratesl igecalculate the accumulated postretirement litenef
obligation at December 31, 2007 and December 316 20d the rates used to calculate postretirenesaitthcare
cost for the years then ended.

Actuarial Assumptions

2007 2006
Accumulated postretirement benefit obligat 6.0(% 6.0(%
Postretirement health care c 6.0(% 5.75%

Because the dollar amount of the company’s cortichsa for all participants is frozen, changes ialttecare
costs will have no effect on the accumulated ptistraent benefit obligation or the total cost of ghlan.

The following table presents estimated future payief postretirement health care benefits as akbwer 31,
2007. The amounts presented therein are net dtipant contributions.

Postretirement Health Care Benefits

(In millions)
2008 $ 2
2009 2
2010 2
2011 .3
2012 .3
201:-2017 15

Income Taxes

At December 31, 2007, the company had non-U.Sopettating loss carryforwards — principally in The
Netherlands, Germany, Italy and Belgi— totaling $197 million, of which $76 million wikxpire between 2008
and 2023. The remaining $121 million have no exjgradates. Deferred tax assets related to the
non-U.S. loss carryforwards totaled $50 milliorDatcember 31, 2007 and valuation allowances totdiBigmillion
had been provided with respect to these assetsthataate. The company believes that it is mikedy than not that
portions of the net operating loss carryforwardthese jurisdictions will be utilized. However, thés currently
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insufficient positive evidence in some non-U.Sigdictions — primarily Germany, Italy and Belgium te-conclude
that no valuation allowances are required.

At December 31, 2007, the company had a U.S. fedetaperating loss carryforward of $174 millievhich
will expire between 2023 and 2028. Deferred taetsselated to this loss carryforward, as welloafetieral tax crec
carryforwards ($16 million) and additional stateldocal loss carryforwards ($7 million), totaled4sillion.
Additional deferred tax assets totaling approxinya$d2 million had also been provided for book dethns not
currently deductible for tax purposes including Wréedown of goodwill, postretirement health caosts and
accrued pension liabilities. At December 31, 2G0i7net U.S. deferred tax assets were fully offgevaluation
allowances totaling $156 million.

Of the federal tax credit carryforwards, $5 millierpire between 2008 and 2019 and $11 million hrewve
expiration dates. Approximately 74% of the state kxcal loss carryforwards will expire by 2012 ahd remainder
will expire by 2028. The deductions for financiaporting purposes that are discussed above aretexpt® be
realized for income tax purposes in future periedsyhich time they will have the effect of decieggaxable
income or increasing the net operating loss carwdiod. The latter will have the effect of extendthg ultimate
expiration of the net operating loss carryforwaegdnd 2028. However, the company'’s ability to mélits
U.S. federal net operating loss carryforwards ahérotax attributes is limited as discussed below.

The sale of 287,500 shares of Series B Prefermeck®in October 2, 2007 (see Change in PreferreckSto
Ownership Costs) resulted in an “ownership chartigat had the effect of limiting the company’s wfion of pre-
change net operating loss carryforwards and taditsteThe amount of the annual limitation is expedp be
approximately $5.7 million. The allowable limitatiovill be cumulative for years in which it is natllfy utilized. At
December 31, 2007 the limitation amounts to appnately $1.4 million of available pre-change netragiag losses
with no limitations on deductibility.

Beginning in 2003 and through the third quarte2@d7, the company relied on the availability of Iffiead tax
planning strategies to conclude that valuationvedioces were not required with respect to a pouidts
U.S. deferred tax assets. Prior to 2003, no valoallowances had been recorded in the U.S. Taxpig strategies
represent prudent and feasible actions a compamjdvtake to create taxable income to keep a taoate from
expiring during the carryforward period. Determioas of the amounts of tax planning strategiesrassu
hypothetical transactions, some of which involve disposal of significant business assets, andioerariables are
judgmental in nature. At December 31, 2006 ande3eper 30, 2007, valuation allowances had not beeordec
with respect to $63 million of U.S. deferred tasets based on qualified tax planning strategiesvéver, because of
the limitation imposed by the U.S. Internal ReveQuele related to post ownership-change utilizatibpre-change
net operating losses and other carryforwards, dhgpany has concluded that it is no longer ablelpon qualified
tax planning strategies. As a result, the compangnded a charge to the provision for income ta&63 million in
the fourth quarter of 2007 to provide the requivatiiation allowances.

As of December 31, 2007, U.S. deferred tax assgtefrdeferred tax liabilities totaled $156 milliand
U.S. valuation allowances also totaled $156 millidahDecember 31, 2006, U.S. deferred tax assetsfrdeferred
tax liabilities totaled $178 million and U.S. vatiom allowances totaled $115 million. The $22 moiflidecrease in
deferred tax assets in relation to December 316 20@ue primarily to a reduction in benefit pléabilities resulting
from freezing the company’s defined benefit pengitam for certain U.S. employees and retirees atabéshing
deferred tax liabilities for planned repatriatiarfsion-U.S. earnings. Non-U.S. deferred tax asdetseased by
$19 million in 2007 while valuation allowances deased by $24 million, in both cases due in paattioird quarter
tax rate reduction in Germany that became effectareuary 1, 2008. Due to a lack of positive evidems to the
probable utilization of deferred tax assets anceggired by Statement of Financial Accounting Stadd No. 109,
the company was unable to record tax benefits regpect to its losses in the U.S. and certain gthisdictions in
2007. However, tax benefits of $5.5 million werearled as a result of the completion of a techraoalysis related
to the deductibility of interest expense in a nai$Yurisdiction and a $1.5 million
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favorable tax settlement in a non-U.S. jurisdictibieluding the $63 million charge to record adutigl valuation
allowances, these factors resulted in a 2007 prvi®r income taxes of $61.7 million.

In 2006, the company recorded a net income taxresgpef $2.6 million. The company’s U.S. operations
recorded a net tax benefit of $2.4 million, comgdi®f a decrease in valuation allowances of $4lomiand a net
reduction of tax carryback claims of $1.6 millidthe company’s non-U.S. operatiamsorded income tax expenst
$5.0 million for 2006, consisting of $4.0 milliorlated to profitable non-U.S. operations and an§ilBon reduction
in the company'’s deferred tax assets in Hollanatirgy to an income tax rate reduction. Tax benéfifsrisdictions
relating to nonprofitable operations were fully offset by valuatiallowances. In the aggregate, the mix of lossds
no tax benefits and the expenses incurred in ptwétjurisdictions resulted in a tax expense o6 $fillion on a pre-
tax loss of $37.2 million.

Effective January 1, 2007, the company adoptedNrdN48. This interpretation of Statement of Finahci
Accounting Standards No. 109, “Accounting for In@Traxes,” prescribes a recognition threshold anastmement
attribute for the financial statement recognitiorl aneasurement of a tax position taken or expdotée taken in a
tax return. The interpretation also provides guidaregarding the derecognition of tax benefitsiy ttlassification in
the statement of financial position and accountorgpossible interest and penalties. Additionadiynew disclosure
framework for uncertain tax positions is requiredjimning in 2007.

The adoption of FIN No. 48 resulted in a de minisusnulative effect adjustment to opening accumdlatieficit
and accrued income taxes. The cumulative adjustaisotresulted in a decrease in deferred tax assdtgaluation
allowances in the amount of $.7 million. The grassount of uncertain tax benefits at adoption amexii
$2.8 million which increased by a net $17.4 milliar007 resulting in a balance of $20.2 milliorDetcember 31,
2007 (see table below) that if recognized wouldeha¥avorable impact on our tax provision of $.49iom.

Reconciliation of Unrecognized Tax Benefits

2007
(In millions)
Balance as of January 1, 2C $ 2.8
Increases related to prior year tax positi —
Decreases related to prior year tax posit| (.9
Increases related to current year tax posit 19.7
Decreases related to settlements with taxing aitige (2.9
Decreases related to lapsing of statute of linuitest —
Balance as of December 31, 2( $ 20.2

The company'’s tax returns are open under the réspestatutes of limitations in most of the jurisions in
which the company has major operations for pergelterally beginning with the 2003 tax year. Resotuof
controversies related to uncertain tax benefitoigingent on reaching satisfactory settlementeagents with the
relevant taxing authorities. We expect resolutibnestain issues during 2008 related to positiona i
non-U.S. jurisdiction amounting to $2.9 million. Wever, we do not expect that change to have afsignt impact
on our financial position or results of operations.

Consistent with past practice, interest and pesstire classified as income tax expense as acdfoggver, the
amounts are immaterial in the periods presentedapily due to net operating loss carryforwardsaetttd as deferre
tax assets.
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Deferred income taxes reflect the net tax effeEtemporary differences between the carrying am®ohiassets
and liabilities for financial reporting purposesiahe amounts used for income tax purposes. Timifisint
components of the company’s deferred tax assetfiabilities as of year-end 2007 and 2006 are #e\is:

Components of Deferred Tax Assets and Liabilities

2007 2006
(In millions)
Deferred tax asse
Net operating loss carryforwar $118.2 $135.¢
Tax credit carryforward 17.¢ 17.4
Accrued postretirement health care bene 1.2 2.¢
Inventories, due principally to obsolescence reseand additional costs inventoried for -
purpose: 4.1 2.7
Accrued employee benefits other than pensions etimge health care benef 14 2.1
Accrued pension co: 12.2 11.4
Accrued warranty cos 11 1.2
Accrued taxe! 1.2 1.2
Accounts receivable, due principally to allowanfrsdoubtful account .8 .9
Goodwill 17.: 24.%
Deferred pension cos 34.4 41.C
Accrued liabilities and othe 12.4 17.¢
Total deferred tax asse 222.¢ 258.%
Less valuation allowanct (192.2) (175.7%)
Deferred tax assets net of valuation allowar 30.2 83.C
Deferred tax liabilitie:
Property, plant and equipment, due principallyiftedences in depreciation methao 6.3 9.1
Undistributed no-U.S. earning: 10.t —
Inventories — 2.€
Total deferred tax liabilitie 16.¢ 11.7
Net deferred tax asse $ 134 $ 71.c

Summarized in the following tables are the compsamgrnings from continuing operations before inctemes,
its provision for income taxes, the componentsefgrovision for deferred income taxes and a reitiation of the
U.S. statutory rate to the tax provision rate.

Loss Before Income Taxes

2007 2006
(In millions)
United State: $(35.5) $(31.))
Non-U.S. 8.¢ (6.7)

$(26.6) $(37.2)
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As presented in the above table, U.S. losses o7 &tclude $5.3 million of restructuring costs vehil
non-U.S. losses include $7.2 million of such costs. losses for 2006 include $5.3 million of rasturing costs

while non-U.S. earnings include $12.1 million otkicosts.

Provision (Benefit) for Income Taxes

Current provision (benefi
United State:
State and loce
Non-U.S.

Deferred provision (benefi
United State:
Non-U.S.

Components of the Provision (Benefit) for Deferréddcome Taxes

Change in valuation allowanc

Change in deferred taxes related to operatingdondgax credit carryforwarc
Depreciation and amortizatic

Inventories and accounts receiva

Accrued pension and other employee ¢

Other

Reconciliation of the U.S. Statutory Rate to thexrBrovision Rate

U.S. statutory tax rai

Increase (decrease) resulting fr
Effect of changes in valuation allowanc
Benefit plan expense
Effects of tax law change
Favorable resolution of a statutory tax deduc
Adjustment of tax reserve
Statutory tax rate chang
State and local income taxes, net of federal be
Foreign dividend:
Other
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2007 2006
(In millions)

$ (4) $(1.9
2

.3
3.C 2.6
2.9 1.8
63.. (1.9
(46 21
_58& _ .8
$61.7 $2.€
2007 2006

(In millions)
$16.5 $ 7.1
16.¢  (27.])
4.2 7.6
(3.9 (1.2)
6.5 6.8
_18€ _ 75
$58E $ 8

2007 2006

(35.0% (35.0%

250.2 311
20.E —
(B4  —
67—
15 (298
— 25
4. 6
255 12.¢
1.6 (25

232.(%  6.8%
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At December 31, 2007, the company had U.S. netabipgrloss carryforwards of approximately $174 ioill
that expire pursuant to the IRC carryforward retiofes in 2023 through 2028, including $53 millidrat will expire
due to the change in ownership limitations. In &ddj certain of the company’s non-U.S. subsid&had net
operating loss carryforwards aggregating approxégai197 million, a significant portion of whichveno
expiration date.

Undistributed earnings of foreign subsidiariesimarily intended to be indefinitely reinvesteciRvested
earnings aggregated $49 million at the end of 286Wever, the company expects to repatriate apprabely
$30 million during 2008 and, accordingly, $10 naiiliin deferred income taxes have been recordedresbect to
this amount at December 31, 2007.

Income taxes of $3.5 million were paid in 2007. Toenpany received net tax refunds of $.5 millior2@06.

Loss Per Common Share

The following tables present the calculation oslapplicable to common shareholders and a recatieiti of the
shares used to calculate basic and diluted lossggemon share.

Loss Applicable to Common Shareholders

2007 2006
(In millions)
Net loss $(87.7) $(39.7)
Dividends on preferred shares (6.2) (6.2
Beneficial conversion feature related to Series&dered Stock(b (3.9 (3.2
Loss applicable to common shareholc $(96.9)  $(49.))

(&) In both 2007 and 2006, $6.0 million of dividendsrevaccrued but unpaid on the Series B Preferrecks

(b) Represents a beneficial conversion feature arfsorg the fact that holders of the Series B PreféBeock are
able to acquire common shares of the company effactive conversion price that is less than tfedirvalue
on March 12, 2004 (see Sharehol’ Equity).

Reconciliation of Shares

2007 2006
(In thousands)
Weighte-average common shares outstanc 5,00¢ 4,83t
Effect of dilutive convertible Series B Preferred&k, contingent warrants, stock options
restricted share — —
Weighte-average common shares assuming dilu 5,00¢ 4,83t

For all years, the common shares into which thé&eS& Preferred Stock is convertible are excludethf
weighted-average common shares assuming dilutioause their inclusion would result in a smalleslpsr
common share. The effects of potentially dilutiestricted shares and the shares related to thamgent warrants a
also excluded for the same reason. Had all of thkaees been included, weighted-average sharesimgsdilution
would have been 10,839 thousand in 2007 and 1Qt&kfsand in 2006.

Receivables

One of the company’s non-U.S. subsidiaries maistaifactoring agreement with a third party finahcia
institution under which it is able to sell withaeicourse up to €10.0 million ($14.4 million) of acats receivable.
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At December 31, 2007 and December 31, 2006, thesgrmounts of accounts receivable that had bedruadkr thi
arrangement were $10.6 million and $9.0 milliorspectively. In March 2008, this factoring agreemeas replaced
as part of a new asset-based revolving credit praghrough Lloyds TSB Group plc for certain of dwenpany’s
operations in Europe (see “Subsequent Event”).

The company also periodically sells with recourstes receivable arising from customer purchasgdastics
processing machinery and, in a limited number gesaguarantees the repayment of all or a porfiootes payable
by its customers to third party lenders. At Decen8ie 2007 and December 31, 2006, the company’srmax
exposure under these arrangements totaled $4.idmelhd $5.9 million, respectively. In the everdustomer were t
fail to repay a note, the company would generabyain title to the machinery for later resale adusquipment.
Costs related to sales of notes receivable andigtess have not been material in the past.

Inventories

As presented in the Consolidated Balance Sheetsniaries are net of reserves for obsolescence of
$26.5 million and $27.3 million in 2007 and 2006spectively.

Goodwill and Other Intangible Assets

The carrying value of goodwill totaled $90.5 mitfiand $87.3 million at December 31, 2007 and Deezrh,
2006, respectively. The company’s other intangétsgets, all of which are subject to amortizatioa,iacluded in
other noncurrent assets in the Consolidated Bal8heets and totaled $1.2 million at December 307 20hd
$1.6 million at December 31, 2006. Amortization exgpe related to these assets was $.7 million i 260
$1.1 million in 2006.

Changes in goodwill during the years ended Decer@bgP007 and December 31, 2006 are presentee in th
following table.

Changes in Goodwill

2007
Machinery
Technologie: Machinery
North Technologie! Mold Industrial
America Europe Technologie: Fluids Total
(In millions)

Balance at beginning of ye $ 178 $ 7 % 58.€ $ 10.z $87.c
Capital contribution to subsidia 3 — — — 3
Divestitures of European sales offic — (.8) — — (.8)
Foreign currency translation adjustme A A 3.2 — 3.7
Balance at end of ye: $ 18 — 9 61.6 $ 10.z $90.F
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2006
Machinery
Technologie! Machinery
North Technologie! Mold Industrial
America Europe Technologie: Fluids Total
(In millions)

Balance at beginning of ye $ 176 $ 7 % 55 $ 10.z $83.7
Foreign currenctranslation adjustmen — — 3.6 — 3.6
Balance at end of ye $ 176 $ 7 $ 58.6 $ 10.z $87.c

Property, Plant and Equipment

The components of property, plant and equipmenluding amounts related to capital leases, are showhe
following table.

Property, Plant and Equipment-Net

2007 2006
(In millions)
Land $ 88 $ 88
Buildings 121.¢ 121.t
Machinery and equipmel 217.( 219.¢
347.k 349.¢
Less accumulated depreciati (241.) (235.6

$106.. $114.:

Other Assets

The components of other current assets and otheuneent assets are shown in the tables that follow

Other Current Assets

2007 2006
(In millions)

Deferred income taxes net of valuation allowar $12.¢  $24.4

Recoverable from excess liability carrit 1.C 3.2

Prepaid expenses and otl 21.1 14.5

$34.¢  $41.¢
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Other Noncurrent Assets

Deferred income taxes net of valuation allowar
Recoverable from excess liability carrit
Intangible assets other than good\

Other

Liabilities
The components of accrued and other current ltadsilare shown in the following table.

Accrued and Other Current Liabilities

Accrued salaries, wages and other compens
Taxes payable other than income ta
Accrued and deferred income ta

Accrued insurance and siinsurance reserve
Accrued interes

Other accrued expens

2007 2006
(In millions)
$17.¢ $58.€

— 4.2
1.2 1.€
17.2 18.€
$36.C  $83.:
2007 2006
(In millions)
$21.C $21.1
5.2 7.4
12.¢ 5.3
7.2 15.C
34 3.7
27.C 30.1
$76.€ $82.€

The following table summarizes changes in the camisavarranty reserves. These reserves are included

accrued and other current liabilities in the Coiksied Balance Sheets.

Warranty Reserves

Balance at beginning of ye

Accruals

Payments

Warranty expiration

Divestitures of European sales offic
Foreign currency translation adjustme

Balance at end of ye:
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The components of long-term accrued liabilitiessirewn in the following table.

Long-Term Accrued Liabilities

2007 2006
(In millions)
Accrued pensions and other compensa $147.C  $172.
Accrued postretirement health care bent 2.1 6.8
Selfinsurance reserves( 14.¢ 19.7
Accrued and deferred income ta 6.3 9.4
Reserves related to prior ye' divestitures of discontinued operatic 3.2 4.1
Accrued dividends on 6% Series B Convertible PrefkStock 12.C 6.C
Other 7.8 8.1

$193.2  $226.f

(a) As presented in the above table, -insurance reserves exclude expected recoveriesdkagess liability
carriers and other third parties of $1.0 millior2®07 and $7.4 in 2006. These amounts are includether
current assets and other noncurrent assets indhgolidated Balance Sheets. Expected recoveriessent the
excess of total reserves for known exposures amiaes of incurred but not reported claims overliits on
the policies the company’s wholly-owned insurangesidiary issues to it. These amounts are cladsifie
assets because, unless other payment arrangemenisgatiated, the company (as the insured paxpgas
that it would first pay any indemnity claims ancperses in excess of the insurance subsidiary’ssliamd then
pursue reimbursement by the excess cart

Short-Term Borrowings

The components of short-term borrowings are shawthe table that follows.

Short-Term Borrowings

2007 2006

(In millions)
Asset based credit facility due 20 $24.2  $23.2
Borrowings under other lines of cre 2.5 2.3
$26.¢ $25:t

On December 19, 2006, the company entered intavefine year asset based revolving credit faciliy fhich
General Electric Capital Corporation acts as adstriaiive agent, collateral agent and a lender.néve asset based
facility replaced a $75 million asset based facildr which JPMorgan Chase Bank served as admétigér and
collateral agent. The termination of the previcaslity was concurrent with, and contingent updre éffectiveness
of the new facility. The new facility provides imased liquidity and better terms than the prevfaasity with up to
$105 million of borrowing availability and no perfoance covenants as long as the company complibceiitain
minimum availability thresholds as described bel®wbstantially concurrent with the termination lvé previous
facility, the company also terminated an interagt swap that had been entered into on July 30 &&® LongFerm
Debt).

Borrowings under the asset based facility are sethy a first priority security interest, subjeztpermitted
liens, in, among other things, U.S. and Canadiaowats receivable, cash and cash equivalents, fiones and, in
the U.S., certain related rights under contraatenkes and other general intangibles, subjecrtaiao exceptions.
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The asset based facility is also secured by a segoarity security interest in the assets thausethe 11/ 2
% Senior Secured Notes due 2011 (see Long-Term) Dak first priority basis.

The availability of loans under the asset baseiiitiats generally limited to a borrowing base egtaspecified
percentages of eligible U.S. and Canadian accagntsvable and U.S. inventory as well as permittegkradvances
and is subject to other conditions to borrowing limdtations, including an excess availability rese(the minimum
required availability) of $10 million and other exge requirements.

Pursuant to the terms of the asset based facdhigycash the company receives from collection céikables is
subject to an automatic “sweep” to repay any ontliteg borrowings under the facility on a daily Isag\s a result,
the company relies on borrowings under the asssdfacility as the primary source of cash foringés North
American operations. The availability of borrowingsder the asset based facility is subject to tireolwing base
limitation and excess availability and other ressrwvhich may be adjusted from time to time byatiministrative
agent at its discretion, and the satisfaction ofaé® conditions to borrowing, including, among @tlthings,
conditions related to the continued accuracy oftthrapany’s representations and warranties anditbenae of any
unmatured or matured defaults (including underrf@ia covenants) or any material adverse changfeeicompany’s
business or financial condition.

The asset based facility contains customary cousnartiuding, but not limited to, maintenance ofised
availability under the borrowing base based onrsese including the excess availability reservéal@gshed by the
administrative agent. In addition to the excesslab#ity reserve, the asset based facility corgarlimit on annual
capital expenditures and a springing financial cawe requiring the company to maintain a minimuxedi charge
coverage ratio, to be tested quarterly, in the etheat excess availability is less than $5 million.

Failure to meet or exceed the covenants of thd hased facility would constitute an event of défander the
facility, which would permit the lenders to accelerindebtedness owed thereunder (if such indebssdremained
unpaid) and terminate their commitments to lende @bceleration of the indebtedness under the haset facility
would also create a cross-default under the comipdriyt/ 2% Senior Secured Notes due 2011 if the principal
amount of indebtedness accelerated, together hatiptincipal amount of any other such indebtedneser which
there had been a payment default or the maturiyble@n so accelerated, aggregated $15 million oenSuch cross-
default would permit the trustee under the indemntgoverning the 11/ 2% Senior Secured Notes due 2011 or the
holders of at least 25% in principal amount of tien outstanding notes to declare the notes taibeadd payable
immediately. Events of default under the assetdé&sality and the 11/ 2% Senior Secured Notes due 2011 in
addition to those described above, including, witHomitation, the failure to make required paynteint respect of
such indebtedness in a timely manner, may restittdracceleration of indebtedness owed under theg@ments.
The acceleration of obligations under the compsuyitstanding indebtedness would have a matenalrad effect o
its business, financial condition and results céragions.

At December 31, 2007, $32 million of the asset tdaeility was utilized, including borrowings of 2nillion
and letters of credit of $8 million. Under the tarpf the facility, the company’s additional borrogicapacity based
on the assets included in the borrowing base aéber 31, 2007 was approximately $34 million atféing into
account then-outstanding letters of credit andhtiremum availability and other existing reserveuigments. The
effective interest rate for borrowings under thality at December 31, 2007 was 7.2%.

At December 31, 2007, the company had other lifiesealit with various U.S. and non-U.S. banks iatal
approximately $33 million. These credit faciliti®spport the discounting of receivables, lettersretiit, guarantees
and leases in addition to providing borrowings undegying terms. Approximately $12 million was aeaie to the
company under these lines under certain circumsganc

In March 2008, certain of the company’s operationsurope signed a five-year, asset based revoluiadit
program through Lloyds TSB Group plc to providerasch as €27 million of aggregate financing for wiogkcapital
purposes. This new asset based lending progranaleils the company to replace shorter-term crealibmitments
while providing incremental financing for our gldleorking capital needs, including meeting its
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pension funding obligations. Because of the sulistanter-company indebtedness created by the téf$ancing of
European bonds in 2004, the company will be abbptay the proceeds to these obligations in a thgient manner
The credit program consists of two parts: (i) assetured loans to the company’s subsidiaries inm@ey, Holland
and Belgium and (ii) an accounts receivable fantpfacility between the company’s German operatams Lloyds
TSB Commerce Finance. Based upon current assés |éotal borrowing and factoring capacity unde¥ tiew
program, when fully operational, is expected toeext€20 million. Principal terms of the programéaeen filed
with the Securities and Exchange Commission.

Long-Term Debt

The components of long-term debt are shown indhewing table.

Long-Term Debt

2007 2006
(In millions)
111/ 2% Senior Secured Notes due 2( $221.¢  $221.C
Capital lease obligatior 11.2 12.:
Other 9 1t
234.( 235.(
Less current maturitie (2.2) (2.2)

$231.¢  $232.¢

Initially, the 111/ 2% Senior Secured Notes due 2011 were jointly amdradly guaranteed on a senior secured
basis by substantially all of the company’s U.S1 @anadian subsidiaries and on a senior unsecasisl by
Milacron Capital Holdings B.V., a Dutch subsidiaAs of December 31, 2007, Milacron Capital Holdiiy¥. was ¢
guarantor of these notes, although it had beeagetbas a guarantor as of December 31, 2006. Tes and
guarantees are secured by a first priority secimirest in certain of the company’s U.S. and @éraassets other
than those securing the asset based facility anstapfiority basis as well as the capital stoclkceftain subsidiaries
and a second priority security interest in alltté fissets securing the company’s asset based faaliiy on a first
priority basis.

Subject to a number of important limitations, ex@ams and qualifications, the indenture governing 111/ 2
% Senior Secured Notes due 2011 contains covettaitBmit the ability of the company and its résted
subsidiaries to incur additional indebtedness,terbans, engage in sale and leaseback transacfiapgividends or
make other equity distributions, purchase or redeepital stock, make investments, sell assets,gniya
transactions with affiliates and effect a consdlmaor merger.

As presented in the preceding table, the valubeflll/ 2% Senior Secured Notes due 2011 is net of the
unamortized portion of a $5.1 million discountsguance. As a result of the discount, the effedtiterest rate for
financial reporting purposes is approximately 12%.

Based on recent trade prices, the fair value ofLihe 2% Senior Secured Notes due 2011 was approximately
$168.8 million as of February 29, 2008. The camy@émount of the company’s other loteym debt approximates fi
value.

On July 30, 2004, the company entered into a $%lominotional amount) interest rate swap thaeefively
converted a portion of fixed-rate debt into a flogtrate obligation. The swap, which was terminddetember 14,
2006, was intended to achieve a better balancegeetfixed-rate and floating-rate debt. The floatiate was based
on six-month LIBOR set in arrears. The interest sawap had the effect of decreasing interest expem2006 by
$.3 million. The cash cost to exit the interesemvap was $.4 million.
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Certain of the company’s long-term debt obligationstain various restrictions and financial coveasan
including those described above. Thel12% Senior Secured Notes due 2011 and the asset bsbtfacility are
secured as described above. Except for obligatiodsr capital leases and as discussed above, ebtatthess is
secured.

Interest expense was $33.0 million in 2007 and B&iillion in 2006. Of the total amounts, intereapitalized
was $.7 million in both 2007 and 2006.

Total interest paid, net of amounts capitalizeds $29.6 million in 2007 and $28.6 million in 2006.

Maturities of long-term debt excluding capital leador the five years after 2007 are shown in thiewing
table.

Maturities of Long-Term Debt

(In millions)
2008 $ .6
2009 N
2010 A
2011 225.C

2012 —

The company leases two manufacturing facilitiesenrtépital leases. The cost of the assets relatdgese
leases of $31.1 million at December 31, 2007 ariiGillion at December 31, 2006 is included ingandy, plant
and equipment — net in the Consolidated BalancetSh&he net book value of the assets was $15libmélt
December 31, 2007 and $15.0 million at DecembeRB@6. Amortization of these assets is includeddpreciation
expense and interest on lease obligations is iedu interest expense. In October of 2006, thepaoy refinanced
the capital lease of the Magenta, Italy facilityetdend the maturity from 2009 to 2014. Future munin payments
for capital leases during the next five years anthé aggregate thereafter are shown in the fotiguable.

Capital Lease Payments

(In millions)
2008 $ 2.2
2009 2.2
2010 2.2
2011 2.2
2012 1.2
2013 and afte 3.3
Total capital lease paymer 13.2
Less interest component( (2.7)
Capital lease obligatior $ 11.2

(@) Includes $.6 million applicable to 20C
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The company also leases certain equipment andtieiinder operating leases, some of which inclatging
renewal and purchase options. Future minimum reuatainents applicable to noncancellable operatiagde during
the next five years and in the aggregate thereafeeshown in the following table.

Rental Payments

(In millions)
2008 $ 11.€
2009 6.5
2010 3.1
2011 15
2012 .9
After 2012 2.1

Rent expense was $14.6 million in 2007 and in 2006.

Shareholders’ Equity

On May 2, 2007, the company’s shareholders appravae-for-ten reverse stock split of the company’s
common stock and 4% Cumulative Preferred Stoclecaedse in the number of authorized shares of constock
and adjustments to certain provisions in the comiganestated certificate of incorporation relatedtie 4%
Cumulative Preferred Stock to account for the eéfet the reverse stock split, in all cases as@seg by the
company'’s board of directors. The proposal’s oljectvas (i) to comply with minimum share price stards for the
listing of common stock on the New York Stock Exegas (NYSE) to avoid the delisting of the compamgmmon
stock from the NYSE and (ii) to maintain the samlative voting power among the compasglasses of voting sto
after giving effect to the reverse stock split. Epcas otherwise noted, the Consolidated FinaSt&tements and
notes thereto reflect the effects of the reversekssplit which became effective on May 16, 2007.

The reverse stock split was applicable to all 4%nGlative Preferred Stock and all common sharesudiircg the
common shares into which the Series B PreferredkSsoconvertible and the common shares subjettteto
outstanding contingent warrants. The reverse stptikmaintains the relative voting power among\vh&ous classe
of voting stock. The shareholders also approveztlaation in the number of shares of common stoakttie
company is authorized to issue from 165 millionrskdao 30 million shares. After giving effect tetreverse stock
split, the company had approximately 5.5 milliommcoon shares outstanding at December 31, 2007.

Shareholders who were otherwise entitled to reckaaional shares of common stock following theerse
stock split received a cash payment in lieu of duattional shares. Cancellations of fractionalrebavere de
minimis in the aggregate as was the amount of regphired. Fractional shares of 4% Cumulative PreteStock
were issued in connection with the reverse stotik sp

The par value of each share of the company’s constank remained at $.01 per share and the par eéleach
share of the company’s 4% Cumulative PreferrediStemained at $100.00.

At December 31, 2007 and December 31, 2006, thepanynhad outstanding 500,000 shares of Series B
Preferred Stock having a par value of $.01 pereshad a liquidation preference of $200 per shane.Jeries B
Preferred Stock has a cash dividend rate of 6%ger. Dividends may also be paid in additional shaf Series B
Preferred Stock at a rate of 8% per year if thepgamy is prohibited by the terms of its certificaténcorporation or
its financing agreements from paying dividendsaslc The company is currently precluded from pagesh
dividends under the indenture governing its'11% Senior Secured Notes due 2011 (see Short-TermoBimgs
and Long-Term Debt). In 2006 and 2007, no dividendse declared with respect to the Series B Presdie®tock and
consequently, dividends were accrued at the cantrbfface) rate of 6% per annum. At December 80,72and
December 31, 2006, accrued and unpaid dividendietb$12.0 million and $6.0 million, respectivelccrued
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and unpaid dividends on the Series B PreferredkStagst be paid prior to any dividend or distributiwith respect t
common stock and at the time of the redemptiomgf@eries B Preferred Stock, or on the mandatonyesion dat:
of June 10, 2011. On the mandatory conversion datzped dividends may be paid in either cash adiitional
common shares at $17.50 per common share.

On November 27, 2007, the shareholders approvedpmgal by the company’s board of directors thraitt the
circumstances in which the Series B Preferred Stoddters could demand a cash redemption followingange in
control of the company as defined in the SeriesddPred Stock Certificate of Designation. This methat the
Series B Preferred Stock is no longer a “disquadifitock” according to the definition in the indeetfor the
company’s 11/ 2% Senior Secured Notes due 2011 and gives the lbaidectors, under certain circumstances
flexibility to declare pay-in-kind dividends on $&3 B Preferred Stock.

When initially issued and before giving effect bétreverse stock split, the 500,000 shares of Seriereferred
Stock were convertible into 50.0 million common iEsa0f the company at a conversion price of $2&cpmmon
share. However, the conversion price was reset 6%er share effective June 30, 2005 becaust based on the
company'’s financial performance for 2004 was ntisfed. The test required the company to achieBETBA, as
defined in the Series B Preferred Stock Certificdt®esignation, of at least $50 million in 2004 A result of the
reset, the 500,000 shares of Series B Preferratk $came convertible into approximately 57.1 millcommon
shares. After giving effect of the reverse stodit,gfhe Series B Preferred Stock is now convegtibto 5.7 million
common shares. As discussed further below, thisuatrtwas the potential to increase significantlyhia future.
Portions of the Series B Preferred Stock may beeerdd at the company’s option beginning in 20Gabnitial
price of $224 per share that decreases to $218haee by 2010. To the extent not previously comeetd common
shares at the option of the holders or redeem#teaiption of the company, the Series B PrefertedkSmust be
converted to common shares on June 10, 2011. leviet of the liquidation of the company, the SeBePreferred
Stock ranks junior to the company’s 4% Cumulativef€red Stock.

Except as otherwise required by law or by the camgjzacertificate of incorporation or expressly piaed for in
the certification of designation governing the 8giB Preferred Stock, the holders of record ofeshaf the Series B
Preferred Stock have full voting rights and powerg] are entitled to vote on all matters put tote wr consent of
the company’s shareholders, voting together wighttblders of the company’s common stock and it<CAftulative
Preferred Stock as a single class, with each halighares of Series B Preferred Stock having theler of votes
equal to the number of shares of common stockvitich such shares of Series B Preferred Stock doeiicbnverte:
as of the record date for the vote or consent wisitleing taken. As of March 12, 2008, the outsitam&eries B
Preferred Stock represented approximately 50.3#efoting power of the company’s outstanding ggsecurities
and 51.0% of the company'’s fully diluted commorckton an as-converted basis. In addition, holdé&evies B
Preferred Stock have special voting and approgaltsi including the right to elect the number oédiors to the
company'’s board proportionate to the percentagbeotompany’s fully diluted common stock represeitg the
Series B Preferred Stock on ancastverted basis, rounded up to the nearest whatdau(up to a maximum equa
two-thirds of the total number of our directorssdene). As of March 12, 2008, the holders of thgeS B Preferred
Stock had elected 7 of the 13 members of the bofaditectors.

On October 2, 2007, Ohio Plastics, LLC, an affdiaf Bayside Capital Inc., purchased Glencore KiaakG's
287,500 shares of Series B Preferred Stock whigtesents 57.5% of the Series B Preferred StocR28f the
voting power of the company’s outstanding equityusities and 29.3% of the company’s fully dilutemhamon stock
on an as-converted basis, in each case as of M&2008 (see Change in Preferred Stock Ownershis

Neither the Series B Preferred Stock nor the comstames into which the Series B Preferred Stockbean
converted are currently registered for active igdn financial markets. However, any holder of 8eries B
Preferred Stock can demand registration of all porgion of its shares or the underlying commortlst@®©nce notice
is given, the company is required to promptly pregnd file a registration statement with the SEEGhe event of a
demand for registration, the company has the righitnot the obligation, to select and use an umder and must
pay all expenses incurred in the registration meather than underwriting or brokerage fees and
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commissions. If the company unilaterally electsetgister and sell additional common shares, it masty the
holders of the Series B Preferred Stock. In sucddunistances, the holders of the Series B Pref&teck have the
right to include their shares or any common sheateswhich their Series B Preferred Stock was presiy converte:
in the same registration.

The Series B Preferred Stock is currently convigrtifiio 5.7 million common shares. However, thisoamt has
the potential to increase significantly if the caamp elects to declare pay-in-kind dividends infiitere. The
payment of accrued dividends in common shares @midindatory conversion date of June 10, 2011 waistiihave
the effect of increasing the aggregate percentageiship interest of the holders of the Series &d?red Stock.

The Series B Preferred Stock includes a beneficiaversion feature because it allows the holdeextpire
common shares of the company at an effective ceioreprice that is less than their fair value pgmmon share
(before giving effect of the reverse stock splft}a.40 on March 12, 2004. The beneficial converdeature was
initially valued at $15.9 million in 2004 based am effective conversion price of approximately $2p@r common
share for 50.0 million shares, in both cases bejorag effect to the reverse stock split. Howehg reset of the
conversion price from $2.00 per common share t@%had the effect of lowering the effective coni@rprice to
approximately $1.82 per common share for 57.1 amlhares, in both cases before giving effectéaé¢iverse stock
split. This change resulted in an increase in tilaerof the beneficial conversion feature from $1r&illion to
$33.1 million. The original value of the benefic@nversion feature was included in the carryingeaf the
Series B Preferred Stock in 2004 and applied daseatdncrease in accumulated deficit. Based omptiogisions of
Emerging Issues Task Force Issue 00-27, the $1iflidrmncrease is being recorded in a similar manbetween
2006 and the mandatory conversion date of the S8riereferred Stock in the second quarter of 2012007 and in
2006, $3.1 million and $3.2 million, respectivety the increase were recorded. The changes iretwded value of
the beneficial conversion feature in 2004, 2006 20@7 were added to the net loss amounts for thesks in
calculating the applicable loss per common shareusuts.

In 2004, the company issued to holders of the S&iPreferred Stock contingent warrants to purchase
aggregate of 100,000 of its common stock for $40ghare, in both cases after giving effect ofrtheerse stock spl
The contingent warrants became exercisable in P@@&use a 2005 consolidated cash flow covenantfigpein the
Contingent Warrant Agreement was not achieved. Gwoléer 23, 2007, Glencore Finance AG exercisedamésrfor
57,500 common shares. The remaining contingentantawill be exercisable until March 15, 2011. Toatingent
warrants were originally valued at $.5 million bds® an independent appraisal of their value ttest @ompleted in
2004. Of this amount, $.3 million was includedfie ttarrying value of the common shares issuedéncdke Financ
AG in 2007. The remaining $.2 million carrying valwill be included in the value of the shares iglsimeconnection
with exercises of additional contingent warrants.

In addition to the Series B Preferred Stock, atddager 31, 2007 and December 31, 2006, the compathy h
outstanding 6,000 shares (after giving effect torwerse stock split) of 4% Cumulative Preferraats (the 4%
Preferred Stock) having a par value of $100 perestgxcept as otherwise required by law or the cmmyis
certificate of incorporation, the holders of the P¥&ferred Stock vote together with the holdershafres of the
common stock and the holders of Series B Prefe3tedk as a single class, and separately with heldeshares of
4% Preferred Stock having 24 votes per share. Holofethe 4% Preferred Stock are entitled to rexevarterly
dividends in cash out of the net assets legallylae for the payment of dividends at a rate dd $ér year.
Dividends are cumulative, and they must be paidrpd the purchase or redemption of any 4% Prede8teck, any
Series B Preferred Stock or any common stock. Bivits must also be paid prior to any distributiorespect of the
common stock or the Series B Preferred Stock. tlitiadh, dividends or distributions on common stocy not be
made unless “consolidated net current assets,*@rsolidated net tangible assets,” in both casedefined in the
company'’s certificate of incorporation, exceed @ieramounts per share of 4% Preferred Stock. Ireteat of any
liguidation, dissolution or winding up of the cormyathe holders of the 4% Preferred Stock areledttb receive ot
of the assets available for distribution to shaldéis an amount equal to $1,050 per share if therais
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voluntary and $1,000 per share if it is not voluptan each case in addition to an amount equalltaccrued
dividends in arrears at the date of the distributlmefore any distributions of assets shall be madlee holders of
Series B Preferred Stock or common stock. The heldiethe Series B Preferred Stock and the comrark svould
be entitled to share in any assets then remaioitiget exclusion of the holders of 4% Preferred IStoc

The 4% Preferred stock may be redeemed, undeiircedaditions, at the company’s election, by regotuof
the board of directors, for a redemption price Do$0 per share plus all accrued and unpaid didisiénm the date of
redemption. At meetings of shareholders of the ampeach shareholder of 4% Preferred Stock ifleshtio 24
votes for each share of 4% Preferred Stock heldm@xbat in the event that a default in dividendgte 4% Preferre
Stock is deemed to have occurred, the holderseod% Preferred Stock, voting separately as a diass the right at
each shareholders’ meeting thereafter (at which 8b8e 4% Preferred Stock is represented) to eleethird of the
members of the board of directors to be electedaatmeeting. A default in preferred dividends vebbé deemed to
have occurred if at any time dividends accruedhariears on the 4% Preferred Stock amounts tp#&48hare or
more.

During 2007, 446,215 previously unissued commomeshevere issued in connection with incentive
compensation plans and contributions to employeefiteplans. A total of 235,526 restricted sharesencancelled
during 2007, of which 14,840 were added to thestieashare balance. After giving effect to reissesnof 465
treasury shares during 2007, the treasury shaasmbalat December 31, 2007 was 17,251 shares.

During 2006, 227,288 previously unissued commomeshevere issued in connection with incentive
compensation plans and contributions to employeefiteplans. A total of 7,063 restricted sharesengancelled
during 2006, of which 2,263 were added to the treashare balance. After giving effect to reisswnef 470
treasury shares during 2006, the treasury shasat@lat December 31, 2006 was 2,876 shares.

Preferred and common shares at par value at Deee3tib2007 and December 31, 2006 are shown irethie t
that follows.

Shareholders’ Equity — Preferred and Common Shares

2007 2006
(In millions, except
per- share amounts
4% Cumulative Preferred shares $100 par value aam&th60,000 shares at December 31, 200
and at December 31, 2006, issued and outstandd® hares at December 31, 2007 and al
December 31, 200 $ .6 $ .6
6% Series B Convertible Preferred Stock authorimmilied and outstanding, 500,000 shares at
$.01 par valu — —
Common shares, $.01 par value authorized 30,00&08@s at December 31, 2007 and
165,000,000 shares at December 31, 2006, issuedwsinding, 2007: 5,486,210 shares, 2
5,231,944 share A A

As presented in the previous table, common sharessamding are net of treasury shares of 17,220@Y and
2,876 in 2006.

Changes in common shares outstanding for the @888 and 2006 are shown in the table that follows.
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Changes in Common Shares Outstanding

2007 2006
Outstanding at beginning of ye 5,231,94.  5,011,24
Net restricted stock activit 70,41 143,85¢
Fractional shares cancell (1,567) —
Exercise of contingent warrar 57,50( —
Common shares issued for benefit progr: 127,45( 76,36¢
Reissuance of treasury shares for employee bearafitncentive prograrn 46E 47C
Outstanding at end of ye 5,486,21(  5,231,94.

In both 2007 and 2006, dividends accrued with retsfethe Series B Preferred Stock were $12.0Gbare,
none of which were paid. Dividends accrued and pleyan the Series B Preferred Stock were $12.0anibit
December 31, 2007. In 2007 and 2006, dividendstdiGper share were declared and paid with respeae 4%
Cumulative Preferred Stock.

The company has authorized 10 million serial pegfee shares with $.01 par value. In 1999, 300,66@als
preference shares were designated as Series Aipatitig Cumulative Preferred Shares in conneatiith the
stockholder rights plan discussed below. No sg@rielerence shares had been issued as of Decem20@1. On
June 9, 2004, 900,000 serial preference sharesdesignated as 6.0% Series B Convertible Pref&teck. As
discussed above, 500,000 shares of Series B RréfStock were issued on June 10, 2004. As of DeeeB1h 2007,
no other serial preference shares have been désigoaissued by the company.

The company has a stockholder rights plan whickiges for the issuance of one nonvoting prefertedksright
for each common share issued as of February 5, 4988ued subsequent thereto. Each right, if attiy, will entitle
the holder to purchase 10000f a share of Series A Participating Cumulativefétred Stock at an initial exercise
price of $70.00. Eack 10000f a preferred share will be entitled to particepat dividends and vote on an equivalent
basis with one whole common share. Initially, tights are not exercisable. The rights will becoereisable if any
person or group acquires, or makes a tender affenfore than 15% of the company’s outstanding comshares.
In the event that any party should acquire or obtfa¢ right to acquire more than 15% of the comfgogmmon
shares, the rights entitle all other shareholdegsitchase the preferred shares at a substarg@udit. In addition, if
a merger occurs with any potential acquirer owmmage than 15% of the common shares outstandingerobf
rights other than the potential acquirer will béealo purchase the acquirer’'s common stock at atanbal discount.
On March 11, 2004, the company amended its stodkeights plan to exempt the acquisition by Gleadéinance
AG and Mizuho International plc of securities is8uy the company in connection with the financinguagements
entered into on March 12, 2004 from triggering figats under the plan. On June 9, 2004, the comfiatiyer
amended its stockholder rights plan to reflectdberease in par value of the Series A Participa@ingulative
Preferred Stock from $1.00 per share to $.01 pareshas approved by the company’s shareholderstigiits plan
expires in February 2009.

Comprehensive Income (Loss)

Total comprehensive income or (loss) representad¢thehange in shareholders’ equity during a pefirioch
sources other than transactions with shareholdersas such, includes net earnings or loss fopéned. The
components of total comprehensive loss are showlmeitable that follows.
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Comprehensive Income (Loss)

2007 2006
(In millions)
Net loss $(87.7) $(39.7)
Foreign currency translation adjustme 15.¢ 17.7
Postretirement benefit plan adjustment:
Amortization of unrecognized prior service ¢ (1.6) —
Pension plan curtailment cc 1.6 —
Amortization of net unrecognized loss 10.t —
Pension plan curtailment ge 27.¢ —
Postretirement health care plan amendr 3.8 —
Actuarial gain arising in the period not includedniet periodic postretirement benefit cc 2.7 —
Minimum pension liability adjustmel — 32.2
Total comprehensive income (los $(26.0)0 $10.2
(@) Inall years presented, includes no income tax es@er benefii
The components of accumulated other comprehenssgedre shown in the following table.
Accumulated Other Comprehensive Loss
2007 2006
(In millions)

Foreign currency translation adjustme $ 66 $ (9.9
Defined benefit plans

Net unamortized prior service co: 14.1 10.C

Unamortized net loss(i (73.2) (114.9)

$(52.5) $(113.0)

(@ In both 2007 and 2006, the amount presentedtisf a U.S. tax benefit of $51.4 million that wasorded in
2002.

Contingencies

The company is involved in remedial investigatiansl actions at various locations, including foriplant
facilities, and offsite disposal sites where thenpany and other companies have been designatexteattiplly
responsible parties. The company accrues remeudiatists, on an undiscounted basis, when it is felihat a
liability has been incurred and the amount of thbility can be reasonably estimated. Accrualsefstimated losses
from environmental remediation obligations are geltgrecognized no later than the completion oémediation
feasibility study. The accruals are adjusted ath@rinformation becomes available or circumstamntesge.
Environmental costs have not been material in Het.p

Various lawsuits arising during the normal courbbusiness are pending against the company and its
consolidated subsidiaries. In certain such lawssdme of which seek substantial dollar amountstiphe: plaintiffs
allege personal injury involving products, suppli®dthe company. The company is vigorously defegdiese
claims and, based on current information, beliévbas recorded appropriate reserves in additidts texcess carrier
insurance coverage and indemnity claims against frarties. The projected availability under the
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company'’s asset based credit facility is curreafigected to be adequate to cover the company’snesests under
these claims, assuming satisfaction or waiver eftbnditions to borrowing thereunder (see ShortilBorrowings
for further information regarding those conditidndorrowing as well as the company’s dependendéesasset
based credit facility for liquidity). It is possibthat the company’s ultimate liability could siddtally exceed its
current reserves, but the amount of any such exzas®ot reasonably be determined at this time. \Wereompany
to have significant adverse judgments or deterragthe cases progress that significant additiesarves should be
recorded, the company’s future operating resultsfemancial condition, particularly its liquiditgould be adversely
affected.

Foreign Exchange Contracts

Forward exchange contracts totaled $5.7 millioDetember 31, 2007 and $.6 million at December 8062
These contracts, which generally mature in perafdgx months or less, require the company andlitsidiaries to
exchange currencies on the maturity dates at egehaates agreed upon at inception.

Share-Based Compensation

The 2004 Long-Term Incentive Plan (the 2004 Plamjrits the company to grant awards of its commamesh
in the form of non-qualified stock options, incemtistock options, performance shares, restrictateshand deferred
shares. The 2004 Plan also provides for the grquatimppreciation rights, either in tandem withcktoptions or free-
standing. Awards under the 2004 Plan may also dectunanagement objectives,” the attainment of wigioherns
the extent to which the related awards vest or tnecexercisable. Two predecessor plans, the 199@-Lenm
Incentive Plan (the 1997 Plan) and the 1994 LongrTlecentive Plan (the 1994 Plan), also permitgranting of
non-qualified stock options, incentive stock ops@md restricted stock.

Under the 2004 Plan, the 1997 Plan and the 1994 Rétm-qualified and incentive stock options arenged at
market value as of the respective dates, vestirinents over four or five year periods, and expaemore than ten
years from the date of the awa

The table that follows summarizes stock optionstaumtding and stock option activity for the yeareshd
December 31, 2007.

Stock Options

2007

Weighted-
Average Weighted-
Contractual Exercise Average
Shares Price Term(a)
Outstanding at December 31, 2( 274,79  $182.7( 1.7
Cancellation: (106,009 167.1: —
Forfeitures (5,81)) 201.2( 2.3
Outstanding at December 31, 2( 162,96! 192.1% 1.7
Exercisable at December 31, 2( 162,61! 192.4¢ 1.7

(@ Inyears

As of December 31, 2007, the exercise prices afwtbtanding stock options were in excess of theketavalue
of the company’s common shares at that date anstdlo& options therefore had no intrinsic value.

During 2004, 1,400 stock options having an exempriee of $43.00 per share and a weighagdrage fair value
$27.20 per share were granted. No stock options Balisequently been granted. Beginning in 2006, the
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company is recognizing expense related to thes& sfations (which is de minimis) in its primary dincial
statements rather than disclosing it on a pro fdoasis. All other stock options outstanding du20@7 became full
vested as of April 15, 2004 and therefore no expénbeing recognized.

The fair value of the 1,400 stock options granted004 was determined using the Black-Scholes omtiing
model using the following assumptions: expecteatility — 74%; risk free rate of return — 4.00%;chlife —
5 years. Due to restrictions imposed by the comisdimancing arrangements, no dividend yield wasuaged.

Under the 2004 Plan, grants of restricted stock melyde specific financial targets or objectivitse attainment
of which governs the extent to which the shardsaltely vest. The 2004 Plan, the 1997 Plan and 99 Plan also
permit the granting of other restricted stock awatte vesting of which depends solely on contisusrrvice with
the company. Both types of grants of restrictedlsttave two or three year vesting periods. Durhrguesting
period, restricted stock awards entitle the hotdell rights of a holder of common shares, inahgddividend and
voting rights. Unvested shares are restricted dssfuosition and are subject to forfeiture undetaie circumstances,
including termination of employment.

The 2004 Plan also provides for the granting oédefl shares to non-employee directors. Thesegjaaat
similar to restricted stock as described above gt share certificates are not issued at taetgtate. Rather,
certificates are issued at the end of the threewesting period or upon a director’s voluntaryreghent from the
board after having served for at least six fullngear having attained the mandatory retirementad . Deferred
shares may also be settled in cash at the direai@stretion based on the fair value of the undeglghares at the
vesting date.

In addition to grants of deferred shares to nonlegyge directors, the 2004 Plan permits the grantingwards
denominated in shares of common stock to employess the case for deferred shares granted toengployee
directors, share certificates are not issued agthet date. Such awards may be settled througisshance of share
certificates at the vesting date or in cash basetth® fair value of the underlying common shargbatvesting date.
Similar to grants of restricted stock, deferredretgrants to employees may include “managementtbgs,” the
attainment of which governs the extent to whichréflated awards vest. The first employee grantgutice
provisions of the 2004 Plan were made in 2005. Hewsimilar awards were made in prior years.

Summaries of activity for restricted stock and defe shares are presented in the tables that follow

Restricted Stock and Deferred Shares

2007

Weighted

Average

Grant Date
Shares Fair Value(a)
Balance at December 31, 20 226,25¢ $ 20.3¢
Grantec 179,70° 8.54
Vested (167,379 16.4(
Forfeited (71,799 11.6¢
Balance at December 31, 20 166,79( 15.3¢
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Restricted Stock and Deferred Shares Subject todfinial Targets

2007
Weighted
Average
Grant Date
Shares Fair Value(a)
Balance at December 31, 20 21425( $ 36.01
Grantec 212,80( 8.6(
Vested (13,029 23.7¢
Forfeited (184,750 32.6¢
Balance at December 31, 20 229,27" 13.9¢

(@) Grant date fair values represent the closing mfdbe compan’s common shares on the New York St
Exchange on the respective grant de

The company’s long-term incentive plans providetfa immediate vesting of the restricted stock ggan
thereunder when a “change in control” (as defimethe plan documents) occurs. The sale of shar8gridés B
Preferred Stock on October 2, 2007 (see Changeefieffed Stock Ownership Costs) triggered a chamgentrol.
The company’s executive officers voluntarily waivtkeé vesting of their shares but the vesting of,646 shares
granted to other employees resulted in a pretasgeha earnings of $1.1 million.

At December 31, 2007, there was a total of $1.%ionilof unrecognized compensation cost relatecstricted
stock and deferred shares. This amount is expé¢atee recognized over a weighted-average peridd®years,
including approximately $1.0 million in 2008. Thelghted-average grant date fair value of all retd stock and
deferred shares was $8.57 in 2007 and $14.43 i6. 20tk fair value of restricted stock and defeshdres that
vested was $1.3 million in 2007 and $.2 millior2®06. The amount for 2007 includes $1.1 milliorated to the
shares that vested due to the change in control.

The total cost charged to expense for share-basagensation was $2.6 million in 2007 and $1.2 onillin
2006. The amount for 2007 includes the charge df #fillion related to the early vesting of 146,&lfares that is
discussed above. No tax benefits were recogniz#ieiConsolidated Statements of Operations in @ay pecause
any changes in the related deferred tax assetsfulgreffset by changes in valuation allowances.

On May 2, 2007, the company’s shareholders apprawate-for-ten reverse split of common shares (see
Shareholders’ Equity). The reverse split becamecéiffe on May 16, 2007. Based on a comparisoneofah values
of outstanding stock options and restricted anérmiefl shares before and after the reverse spliharemental
compensation cost was recognized at the effectie @hd none is being recognized prospectively.

Organization

The company has four business segments: machieemalogies — North America, machinery technologies
Europe, mold technologies and industrial fluids.

The company’s segments conform to its internal rgameent reporting structure and are based on theenat
the products they produce and the principal marketg serve. The machinery technologies — North Acae
segment produces and procures injection moldinchinas and extrusion and blow molding systems fsirithution
primarily in North America at the company’s prinalplastics machinery plant located near Cincinr@lio. The
segment also sells specialty and peripheral equipfoe plastics processing as well as replacemarisgor its
machinery products. The machinery technologies —+tiNamerica segment also includes our operatioriadia and
China. The machinery technologies — Europe segmeamniufactures injection molding machines and blovding
systems for distribution in Europe and Asia apitisicipal manufacturing plants located in Germangt Haly. The
mold technologies segment — which has its majoratfns in North America and Europe —
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produces and procures mold bases and componeritgeiction molding and distributes maintenanceanepnd
operating supplies for all types to plastics preoes. The industrial fluids segment is also intéomel in scope with
major blending facilities in the U.S., The Netheda and South Korea and manufactures and sellartsol
lubricants, corrosion inhibitors and cleaning flligsed in metalworking.

The markets for all four segments tend to be cgtlitc nature, especially in the two machinery segts@here
demand is heavily influenced by consumer confidearak spending levels, interest rates and genepitbtapending
patterns, particularly in the automotive, packaging construction industries. The markets for ttoddnbechnologies
and industrial fluids are somewhat less cyclical are influenced by industrial capacity utilizati@mnd consumer
spending.

Financial data for the past two years for the camgfsabusiness segments are shown in the followaibies. The
accounting policies followed by the segments aeatital to those used in the preparation of thepaomg’'s
Consolidated Financial Statements. The effectatef$egment transactions, which are not significaatmount, hav
been eliminated. The company incurs costs and egsesnd holds certain assets at the corporateviéweth relate to
its business as a whole. Certain of these amoavis heen allocated to the company’s business sdgigwarious
methods, largely on the basis of usage. Managebediet/es that all such allocations are reasonable.

Total Sales by Segment

2007 2006
(In millions)
Plastics technologie
Machinery technologi-North America $367.C $402.¢
Machinery technologi-Europe 180.t 153.¢
Mold technologie: 148.2 158.¢
Eliminations (11.¢) (12.9
Total plastics technologie 683.¢ 702.¢
Industrial fluids 124.( 117.
Total sales $807.¢  $820.1
Customer Sales by Segment
2007 2006
(In millions)
Plastics technologie
Machinery technologi-North America $363.2  $400.€
Machinery technologi¢-Europe 172.5 143.2
Mold technologie: 148.2 158.¢
Total plastics technologie 683.¢ 702.¢
Industrial fluids 124.( 117.5
Total sales $807.¢  $820.]
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Operating Information by Segment

Operating profit (loss
Plastics technologie
Machinery technologi-North America
Machinery technologi-Europe
Mold technologie:
Total plastics technologie
Industrial fluids
Restructuring costs(
Change in preferred stock ownership ct
Pension plan curtailment cc
Refinancing cost
Corporate expenst
Other unallocated income (expens
Operating earnings (los
Interestexpens-net
Loss before income tax

Segment assets(
Plastics technologie
Machinery technologi-North America
Machinery technologi-Europe
Mold technologie:
Other
Total plastics technologie
Industrial fluids
Cash and cash equivalel
Deferred income taxe
Unallocated corporate and other
Total asset

Capital expenditure

Plastics technologie
Machinery technologi-North America
Machinery technologi«-Europe
Mold technologie:

Total plastics technologie
Industrial fluids
Unallocated corporai

Total capital expenditure

Depreciation and amortizatic

Plastics technologie
Machinery technologi-North America
Machinery technologi-Europe
Mold technologie:

Total plastics technologie
Industrial fluids
Unallocated corporai

Total depreciation and amortizati
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MILACRON INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

(&) In 2007, $3.6 million relates to machinery techigids— North America, $3.1 million to machine
technologies — Europe, $5.6 million to mold tectogaés, $.1 million to industrial fluids and $.1 fah to
corporate expenses. In 2006, $2.2 million relatasachinery technologies — North America, $8.3 ionillto
machinery technologies — Europe, $5.4 million tddrtechnologies, $.2 million to industrial fluidac
$1.3 million to corporate expensi

(b) Segment assets consist principally of accoreusivable, inventories, goodwill and property npland
equipment which are considered controllable agsetmanagement reporting purpos

(c) Consists principally of corporate assets, noncaedatedd investments, certain intangible assets, @z
recoveries from excess insurance carriers, prepgidnses and deferred charg

Geographic Information

2007 2006
(In millions)
Sales(a
United State: $442.¢ $504.F
Non-U.S. operations
Germany 130.C 113.C
Other Western Euroy. 145.€ 126.1
Asia 55.¢ 43.2
Other 33.€ 33.2
Total sales $807.¢  $820.1
Noncurrent asse
United State: $ 60.z $ 70.€
Non-U.S. operations
Germany 28.4 35.t
Other Western Eurof 20.¢ 19.C
Asia 9.2 7.5
Other 1.1 1.2
119.% 133.¢
Investments and advances not consolid 4.1 3.6
Goodwiill 90.t 87.2
Other intangible asse 1.2 1.6
Deferred income taxes net of valuation allowar 17.4 58.¢€
Total noncurrent asse $232.¢  $284.¢

(@) Sales are attributed to specific countries or gaigic areas based on the origin of the shipn
Sales of U.S. operations include export sales 6f4gillion in 2007 and $92.9 million in 2006.

Total sales of the company’s U.S. and non-U.S. atjers to unaffiliated customers outside the U.&eawv
$421.8 million in 2007 and $374.5 million in 2006.
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MILACRON INC. AND SUBSIDIARIES
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Subsequent Event

On March 12, 2008, certain European subsidiariegk@tompany entered into a five-year, asset-baseadving
credit program pursuant to which up to €27 millioraggregate financing is made available to sutisigliaries by
Lloyds TSB Bank plc and its affiliates. The newditgprogram consists of two parts: asset-basedvigploan
facilities provided to certain subsidiaries of twnpany organized in Germany, Holland and Belgimah an
accounts receivable factoring facility involvingethompany’s principal German operating subsidiBased upon
asset levels as of March 12, 2008, total borroveind factoring capacity under the new program, whéy
operational, is expected to exceed €20 millionvailitlikely be less than the full €27 million limiProceeds of the
credit program may be used solely for working aurposes of the borrowers and their affilialdse company
anticipates that the incremental working capitglazaty provided by the new credit program will hetget
U.S. pension funding obligations in 2008.

The obligations of each borrower under the assstdbéoan component of the credit program are gteedrby
each other borrower and by certain other subseliaof the company organized in Germany and HollBodrowings
under the asset-based loan portion of the newtgpeaijram are secured by the accounts receivatiler(than
accounts receivable of the German borrower, whietsald pursuant to the factoring component o credit
program) and certain bank accounts and inventothie@borrowers, by a mortgage on certain real ptgpe
Germany and by pledges of shares in each of thewers by their respective parent entities.

Under the accounts receivable factoring portiothefnew credit program, the company’s principalrzn
operating subsidiary sells all of its eligible aonts receivable, together with related security amcillary rights, to
Lloyds TSB Commercial Finance Limited. Accountseaigable are sold pursuant to this factoring faciit a
customary discount rate.

The new credit program contains customary covenantiiding but not limited to an obligation to mtdin a 1
to 1 fixed charge coverage ratio and covenantsimgléo debt turn and dilution rates with respectite accounts
receivable. The German borrower must maintain &iceminimum tangible net worth. The borrowers peemitted
to transfer up to $25 million of the funds initiaihade available under the credit program to tbes. affiliates,
provided that no termination event has occurredthien transfers of any funds to U.S. affiliategawlless of source,
are permitted subject to certain restrictions.

Condensed Consolidating Financial Information

The 111/ 2% Senior Secured Notes due 2011 are jointly, slyefally and unconditionally guaranteed by the
company’s U.S. and Canadian restricted subsididfeowing are unaudited condensed consolidatimgricial
statements of the company, including the guaranidris information is provided pursuant to Rule 3ef0
Regulation -X in lieu of separate financial statements of esghsidiary guaranteeing the Senior Secured Ndtes.
following condensed consolidating financial statetsgresent the balance sheet, statement of opesatind cash
flows of (i) Milacron Inc. (in each case, refle@imvestments in its consolidated subsidiaries ottt equity metho
of accounting), (ii) the guarantor subsidiariedvifacron Inc., (iii) the nonguarantor subsidiar@sMilacron Inc., an
(iv) the eliminations necessary to arrive at tiferimation for the company on a consolidated bagie. condensed
consolidating financial statements should be reazbnjunction with the accompanying consolidateddemsed
financial statements of the company.

Milacron Capital Holdings B.V. had been a guarafdomost of 2006, but was released in Decembe6 200
conjunction with the terms of the new asset basedihg facility with General Electric Capital Corption. In 2007,
Milacron Capital Holdings B.V. once again becanmguarantor of the Senior Notes. Milacron Capitaldiogs B.V.
is reflected in the accompanying condensed coretirigl financial statements as a guarantor as ofamithe period
ended December 31, 2007 and for each of the regpextmparative financial statements.
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Condensed Consolidating Statement of Operations

Sales
Cost of products sol

Cost of products sold related to restructul

Total cost of products so
Manufacturing margin
Other costs and expens
Selling and administrativ
Restructuring cost
Change in preferred stock ownership ct
Pension curtailment cos
Other expens— net
Total other costs and expen:
Operating earnings (los
Other nor-operating expense (incom
Intercompany management fe
Intercompany intere:
Equity in (earnings) losses of subsidial
Other intercompany transactio
Total other non-operating expense
(income)
Earnings (loss) from continuing operations
before interest and income taxes
Interest expens— net
Earnings (loss) from continuing operations
before income taxes
Provision (benefit) for income tax
Earnings (loss) from continuing operations
Discontinued operations net of income ta

Net earnings (loss

Year Ended December 31, 2007

Guarantor Nonguarantor Eliminations &
Parent Subsidiaries Subsidiaries Other Milacron Inc.
(In millions)

$ — $ 476¢ $ 354.¢ $ (236 $ 807.¢
9.7 396.( 262.¢ (23.¢ 644.¢
— — 2 — 2
9.7 396.( 263.( (23.€) 645.]
9.7 80.¢ 91.€ = 162.¢
23.7 53.g 67.€ — 144.¢
v 4.€ 7.C — 12.:

1.9 — — — 1.¢
1.9 — — — 1.¢
(.4) (2.7) 4 — (2.7)
27.€ 55.2 75.C — 158.(
(37.5) 27.F 16.€ = 4.8
(12.9 12.¢ — — —
(48.5) 50.2 (1.9 — —
61.2 (20.0) = (41.2) =
(.2) 4 (.2) — —
(.4) 43.7 (2.1) (41.2) —
(37.1) (18.0 18.7 41.2 4.8
(32.0) 1.C (.4) — (31.4)
(69.1) (7.0 18.2 41.2 (26.6)
19.2 44.¢ (2.9 — 61.7
(88.9) (61.€) 20.€ 41.2 (88.9)
1.2 — — — 1.2
$87.) $ (619 $ 20.6 $ 41z $ (87
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Condensed Consolidating Statement of Operations

Sales
Cost of products sol
Cost of products sold related to restructul
Total cost of products so
Manufacturing margin
Other costs and expens
Selling and administrativ
Restructuring cost
Refinancing cost
Other expens— net
Total other costs and expen:
Operating earnings (los
Other nor-operating expense (incom
Intercompany management fe
Intercompany intere:
Equity in (earnings) losses of subsidial
Other intercompany transactio
Total other non-operating expense
(income)
Earnings (loss) from continuing operations
before interest and income taxes
Interest expens— net
Earnings (loss) from continuing operations
before income taxes
Provision (benefit) for income tax
Earnings (loss) from continuing operations
Discontinued operations net of income ta
Net gain on divestiture
Net earnings (loss

Year Ended December 31, 2006

Guarantor Nonguarantor Eliminations &
Parent Subsidiaries Subsidiaries Other Milacron Inc.
(In millions)

$ — $ 5376t $ 303.¢ $ 216 $ 820.1
8.5 435.1 246.: (21.6) 668.:
— — 5 — 5
8.5 435.1 246.7% (21.€) 668.7
(8.5) 102.7 57.2 = 151.
26.5 55.C 58.7 — 140.2
.2 5.1 11.€ — 16.€
1.8 — — — 1.8
(.6) — 3 — (.3)
27.C 60.1 70.€ — 158.¢
(36.4) 42.¢ (13.4) — (7.2)
(12.6) 12.€ — — —
(53.6) 55.€ (2.2) — —
44.F (.9 — (43.6) —
(3.2) 15.: (12.2) — -
(24.9) 82.€ (14.9) (43.6) —
(11.5) (40.2) 9 43.€ (7.2)
(30.7) 1.C (.3) — (30.0)
(42.2) (39.2) 6 43.€ (37.2)
(2.4) 1.1 3.¢ — 2.€
(39.6) (40.9) (3.9 43.€ (39.6)
1 — — — 1
$(39.7 $ (409 $ (33 $ 436 $ (399
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Condensed Consolidating Balance Sheet

December 31, 2007

Guarantor Nonguarantor Eliminations &
Parent  Subsidiaries Subsidiaries Other Milacron Inc.
(In millions)
ASSETS
Current assel
Cash and cash equivalel $ 3 % 58 $ 347 8% — 3 40.€
Notes and accounts receivable (excluding
intercompany receivable 2 51.C 63.4 — 114.€
Inventories — 103.t 76.2 — 179.%
Other current asse 14.¢ 5.2 14.¢ — 394
Intercompany receivables (payabl (324.9 200.t 126.2 (2.9 —
Total current asse (309.)) 366.( 315.¢ (2.9 370.C
Property, plant and equipme— net .8 50.4 55.2 — 106.4
Goodwill — 54.1 36.4 — 90.t
Investment in subsidiarie 247 224.¢ (15.¢) (456.7) —
Intercompany advanct net 441.: (468.9) 27.1 — —
Other noncurrent asse 6.8 8.6 20.€ — 36.C
Total assets $387.. ¢ 2351 % 4385 % (458.9) % 602.¢
LIABILITIES AND SHAREHOLDERS ' EQUITY (DEFICIT)
Current liabilities
Shor-term borrowings $ 244 % — 3 25 % — 8 26.¢
Long-term debt and capital lease obligations due
within one yea 1.2 — 9 — 2.1
Trade accounts payak 6.1 39.¢ 46.2 — 92.1
Advance billings and deposi — 15.1 14.2 — 29.4
Accrued and other current liabiliti 32.¢ 10.€ 32.€ — 76.€
Total current liabilities 64.€ 65.€ 96.7 — 227.1
Long-term accrued liabilitie 145.¢ 2.9 45.C — 193.¢
Long-term debt 226.% — 5.2 — 231.¢
Total liabilities 436.% 68.7 146.¢ — 652.%
Commitments and contingenci — — — — —
Shareholde’ equity (deficit)
4% Cumulative Preferred shai 6.C — — — 6.C
6% Series B Convertible Preferred St 119.2 — — — 119.2
Common shares, $.01 par va A 254 13.2 (38.€) A
Capital in excess of par vali 355.¢ 429.( 82.5 (511.9 355.¢
Contingent warrant 2 — — — 2
Reinvested earnings (accumulated def (478.9) (276.9) 162.5 114.¢ (478.9)
Accumulated other comprehensive income (l« (52.5) (11.7) 34.C (22.9) (52.5)
Total shareholders equity (deficit) (49.9) 166.4 292.( (458.9) (49.9

Total liabilities and shareholders' equity (deficit) $387.2 $ 2351 $ 438¢ $ (458.9) $ 602.¢
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Condensed Consolidating Balance Sheet

December 31, 2006

Guarantor Nonguarantor Eliminations &
Parent  Subsidiaries Subsidiaries Other Milacron Inc.
(In millions)
ASSETS
Current assel
Cash and cash equivalel $ (7 % 42 % 35 $ — 8 38.E
Notes and accounts receivable (excluding
intercompany receivable A4 63.5 50.€ — 114.¢
Inventories — 105.2 65.4 — 170.%
Other current asse 11.c 111 19.5 — 41.¢€
Intercompany receivables (payabl (333.9) 221.1 114.F (2.3 —
Total current asse (322.9) 405.2 285.( (2.9 365.¢
Property, plant and equipme— net 11 53.1 60.1 — 114.%
Goodwill — 53.1 34.2 — 87.2
Investment in subsidiarie 216.% 223.1 (15.¢) (424.0 —
Intercompany advanc— net 514.€ (547.¢) 33.C — —
Other noncurrent asse 22.C 42.5 19.C — 83.5
Total assets $4321 $ 2292 % 4155 $ (4269 $ 650.5
LIABILITIES AND SHAREHOLDERS ' EQUITY (DEFICIT)
Current liabilities
Shor-term borrowings $ 232 % — 3 23 % — 8 25.5
Long-term debt and capital lease obligations due
within one yea 1.2 — 1.C — 2.2
Trade accounts payak 5.2 37.2 35.1 — 77.€
Advance billings and deposi — 17.7 6.7 — 244
Accrued and other current liabilitit 22.€ 20.4 39.€ — 82.€
Total current liabilities 52.t 75.2 84.7 — 212.F
Long-term accrued liabilitie 173.7 4.1 48.7 — 226.5
Long-term debt 2272 — 5.6 — 232.¢
Total liabilities 453.¢ 79.4 139.( — 671.¢
Commitments and contingenci — — — — —
Shareholder’ equity (deficit)
4% Cumulative Preferred shai 6.C — — — 6.C
6% Series B Convertible Preferred Stt 116.1 — — — 116.1
Common shares, $.01 par va A 254 13.2 (38.6) 1
Capital in excess of par vali IiLL 316.4 80.2 (396.79) 351.t
Contingent warrant 5 — — — 5
Reinvested earnings (accumulated def (381.9 (174.9) 163.¢ 11.C (381.9)
Accumulated other comprehensive income (I« (113.6) (17.2) 19.2 (2.0) (113.¢)
Total shareholders equity (deficit) (21.%) 149.¢ 276.5 (426.9) (21.3)

Total liabilities and shareholders equity (deficit) $432.1 $ 2292 $ 4155 $ (4269 $ 650.5
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Condensed Consolidating Statement of Cash Flows

Year Ended December 31, 2007

Guarantor Nonguarantor Eliminations &

Parent Subsidiaries Subsidiaries Other Milacron Inc.
(In millions)
Increase (decrease) in cash and cash equivale
Operating activities cash flows
Net earnings (loss $87.) % (61.8) $ 20.€ $ 412 $ (87.3)
Operating activities providing (using) ce
Net gain on divestitur (2.2) — — — (1.2
Depreciation and amortizatic 2 8.€ 7.2 — 16.1
Restructuring cosl A 3.8 6.2 — 10.2
Equity in (earnings) losses of subsidial 80.C 1.7 — (81.%) —
Distributions from equity subsidiaris — (18.¢) (21.%) 40.5 —
Deferred income taxe 19.€ 43.7 (4.5 — 58.¢
Working capital change
Notes and accounts receiva 2 13.C (9.5 — 3.7
Inventories — 2.1 (6.5) — (4.9
Other current asse A4 (2.0) (3.7 — (3.7
Trade accounts payak .6 2.t 8.€ — 11.7
Other current liabilitie: A4 (20.¢) 7.1 — (13.c
Decrease (increase) in other noncurrent a 2.8 (:2) 4.¢ — 7.6
Increase (decrease) in lc-term accrued liabilitie 11.¢ (-2 3.9 — 7.8
Other— net 3.C (2.0) 2.4 — 34
Net cash provided (used) by operating activi 30.¢ (29.9) 8.C — 9.6
Investing activities cash flows
Capital expenditure — (5.€) 4.0 — (9.6)
Net disposals of plant, property and equipn — A 2 — 3
Net cash used by investing activit — (5.5) 3.9 — (9.9
Financing activities cash flows
Repayments of lor-term debt (.5) — (1.9 — (1.6)
Increase (decrease) in st-term borrowings 1.2 — (.2 — 1.C
Dividends paic (.2) — — — (.2)
Net cash provided (used) by financing activi 3 — 1.9 — (.8)
Intercompany receivables and payal (8.9) 23.C (14.7) — —
Intercompany advanct (21.5) 13.C 8.5 — —
Effect of exchange rate fluctuations on cash asth eguivalent — A4 2.4 — 2.8
(Increase) decrease in cash and cash equivale 1.C 1.€ (.3) — 2.3
Cash and cash equivalents at beginning of (.7) 4.2 35.C — 38.E
Cash and cash equivalents at end of ye: $ 3% 5.8 $ 347 $ — $ 40.¢
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Condensed Consolidating Statement of Cash Flows

Increase (decrease) in cash and cash equivale
Operating activities cash flows
Net earnings (loss
Operating activities providing (using) ce
Net gain on divestitur
Depreciation and amortizatic
Refinancing cost
Restructuring cosl
Equity in (earnings) losses of subsidial
Distributions from equity subsidiaris
Deferred income taxe
Working capital change
Notes and accounts receiva
Inventories
Other current asse
Trade accounts payak
Other current liabilitie:
Decrease (increase) in other noncurrent a:
Decrease in lor-term accrued liabilitie
Other— net

Net cash provided (used) by operating activi
Investing activities cash flows
Capital expenditure
Net disposals of plant, property and equipn

Net cash used by investing activit
Financing activities cash flows
Repayments of lor-term debi
Increase in shc-term borrowings
Dividends paic
Net cash provided (used) by financing activi
Intercompany receivables and payal
Intercompany advanct
Effect of exchange rate fluctuations on cash arsth ca
equivalents

Decrease in cash and cash equivaler
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of ye:

Year Ended December 31, 200

Guarantor Nonguarantor Eliminations &
Parent Subsidiaries Subsidiaries Other Milacron Inc.
(In millions)

$39.) $ (409 $ 33 $ 436 $ (399
(-1 — — — (-1)
2 10.C 6.€ — 16.€
1.8 — — — 1.8
2 4.6 34 — 8.2
80.4 6.C — (86.49) —
— (35.9 (6.9 42.¢ —
(1.3 — 2.1 — 8
2 14 6.2 — 7.8
(.2) (5.7) 14 — (4.5
1.¢ (.6) .8 — 2.1
(.6) (3.4) 2.2 — .7
(9.9 6.8 1.1 — (2.0
15.5 3 (1) — 15.7
(24.0) (1) (1. — (25.9)
1.8 (.2) (.2) — 1.4
26.2 (57.) 11.7 — (19.29)
— (9.1) 4.7 — (13.9)
— 2.1 .8 — 2.8
- (7.0) (3.9 - (10.9)
(.5 — (1.2) — (1.6)
21.C — 2 — 21.2
(2 — — — (2
20.2 (.9) — 19.4
(21.9) 33.¢ (12.5) — —
(25.2) 23.4 1.€ — —
— 2 3.2 — 3.5
(1) (6.€) (.5) — (7.2)
(.6) 10.€ 35.F — 457

$ (9 $ 42 $ 35 $ — $ 38t
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors
Milacron Inc. and Subsidiaries

We have audited the accompanying Consolidated Bal&heets of Milacron Inc. and Subsidiaries (the
Company) as of December 31, 2007 and 2006, anctlled Consolidated Statements of Operations, Celnepsiv
Income (Loss) and Shareholders’ Equity (Deficitjd @&ash Flows for each of the two years in thegpeended
December 31, 2007. Our audits also included thenfiral statement schedule listed in the Indexeah 115(a). These
financial statements and schedule are the resgbitysdf the Company’s management. Our respongipi to
express an opinion on these financial statementsemedule based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting Oversighatglo
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of malterisstatement. An audit includes examining, ¢asabasis,
evidence supporting the amounts and disclosuréigifinancial statements. An audit also includegssing the
accounting principles used and significant estimatade by management, as well as evaluating thalbfisancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredtbove present fairly, in all material respedts,¢onsolidated
financial position of Milacron Inc. and Subsidiariat December 31, 2007 and 2006, and the consadidasults of
their operations and their cash flows for eactheftivo years in the period ended December 31, 26@Hnformity
with U.S. generally accepted accounting principfdso, in our opinion, the related financial stagrhschedule,
when considered in relation to the basic finansiatements taken as a whole, present fairly imaterial respects tl
information set forth therein.

As discussed under the heading “Changes in MetbbAscounting” in the Summary of Significant Accding
Policies in the notes to the consolidated finansfalements, the Company adopted the provisioR#ahcial
Accounting Standards Board Interpretation No. 4&,counting for Uncertainty in Income Taxes” as ahdary 1,
2007. The Company adopted the provisions of Statenfé=inancial Accounting Standards No. 158, “Eoyglrs’
Accounting for Defined Benefit Pension and OthestReiirement Plans” as of December 31, 2006 angtaddhe
provisions of Statement of Financial Accountingrgt@rds No. 123(R), “Share-based Payment” usingnibdified
prospective method as of January 1, 2006.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Boar
(United States), the effectiveness of the Compaimg&nal control over financial reporting as ofd@enber 31, 2007,
based on criteria established in Internal Contntégrated Framework issued by the Committee of Sqrimg
Organizations of the Treadway Commission and opontedated March 24, 2008 expressed an unqualifeaion
thereon.

/s/ ERNST& Y OUNG LLP
Cincinnati, Ohio

March 24, 2008
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Iltem 9. Changes in and Disagreements with Accountants orcédunting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedure

Disclosure Controls and Procedures

Disclosure controls and procedures are controlsodmel procedures that are designed to ensurénfioatnation
required to be disclosed by the company is reconpletessed, summarized and reported, within the fieriods
specified in the rules and forms of the Securitied Exchange Commission (SEC). As of the end o€timepany’s
fourth quarter, management conducted an evaluétiotler the supervision and with the participatibthe chief
executive officer and the chief financial officepyrsuant to Rule 13a-15(b) promulgated under dwifties
Exchange Act of 1934, as amended (the Exchange éfdf)e effectiveness of the company’s disclosunetrols and
procedures. As part of such evaluation, manageomrsidered the matters discussed below relatimgteonal
control over financial reporting. Based on thislaation, the company’s chief executive officer adkef financial
officer have concluded that the companglisclosure controls and procedures were effeesvef December 31, 20!

Internal Control Over Financial Reporting

The company’s management is responsible for estdabfi and maintaining adequate internal control ove
financial reporting, as defined in Rule 13a-15(}16d-15(f) under the Exchange Act.

Internal control over financial reporting is a pess designed to provide reasonable assurance ireg#rd
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with
generally accepted accounting principles and iresutiose policies and procedures that:

* pertain to the maintenance of records that, inaealsle detail, accurately and fairly reflect trensactions ar
dispositions of the assets of the issI

 provide reasonable assurance that transactiome@eded as necessary to permit preparation ofidiah
statements in accordance with generally acceptealuating principles, and that receipts and expenekt of
the company are being made only in accordanceauwithorizations of management and directors of the
company; an

« provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, ose
disposition of the compar's assets that could have a material effect onitla@dial statement:

Because of its inherent limitations, internal cohtver financial reporting may not prevent or déte
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that control
may become inadequate because of changes in aorglitir that the degree of compliance with thecpesior
procedures may deteriorate.

Management (under the supervision and with theégpgation of the chief executive officer and thaeth
financial officer) has conducted an evaluationtgfimternal control over financial reporting asDEfcember 31, 2007
based on the criteria established in “Internal @dnt- Integrated Framework” issued by the Commitiée
Sponsoring Organizations of the Treadway CommisgDSO). Based on that assessment, management has
concluded that the company’s internal control direncial reporting was effective as of DecemberZ107.

Changes in Internal Control Over Financial Reporting

No change in internal control over financial repaytwas made in the fourth quarter of 2007 thatemially
affected, or is likely to materially affect, theropany’s internal control over financial reporting.
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Report of Independent Registered Public Accountindgrirm

Board of Directors
Milacron Inc. and Subsidiaries

We have audited Milacron Inc. and Subsidiariese @ompany) internal control over financial repagtas of
December 31, 2007, based on criteria establishédénnal Control — Integrated Framework issuedhsy
Committee of Sponsoring Organizations of the Tread®ommission (the COSO criteria). The Company’s
management is responsible for maintaining effedtiternal control over financial reporting, and ft&r assessment
the effectiveness of internal control over finahoggporting including the accompanying ManagemeRgport on
Internal Control over Financial Reporting. Our r@sgibility is to express an opinion on the Comparigiternal
control over financial reporting based on our audit

We conducted our audit in accordance with the stedgdof the Public Company Accounting OversightiBoa
(United States). Those standards require that s ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control digancial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and tipgraffectiveness of internal control based onabgessed risk, and
performing such other procedures as we considezeédssary in the circumstances. We believe thaawdit provide:
a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablessssu
regarding the reliability of financial reportingathe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipless A company’s internal control over finanadiaporting
includes those policies and procedures that (1pjreto the maintenance of records that, in redslerdetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2)iderweasonable
assurance that transactions are recorded as ngcasgarmit preparation of financial statementadcordance with
generally accepted accounting principles, andrietipts and expenditures of the company are beaxdge only in
accordance with authorizations of management amdtdirs of the company; and (3) provide reasonasdarance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

In our opinion, Milacron Inc. and Subsidiaries mained, in all material respects, effective intéantrol over
financial reporting as of December 31, 2007, basethe COSO criteria.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Boar
(United States), the Consolidated Balance Shedtila€ron Inc. and Subsidiaries as of December2BD,7 and
2006, and the related Consolidated Statements efdlipns, Comprehensive Income (Loss) and SharetgdEquity
(Deficit), and Cash Flows for each of the two ydarthe period ended December 31, 2007 of Mila¢rmm and
Subsidiaries and our report dated March 24, 20@8emsed an unqualified opinion thereon.

/s/ ERNST& Y OUNG LLP
Cincinnati, Ohio

March 24, 2008
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Item 9B. Other Information
Not applicable.

PART IlI

Iltem 10. Directors, Executive Officers and Corporate Govence

The information required by the first part of Itdifd is (i) incorporated herein by reference to tBe€ctors and
Director Nominees,” “Governance of the Company” &8dction 16(a) Beneficial Ownership Reporting Cdianpce”
sections of the company’s proxy statement for tieual meeting of shareholders to be held May 838200
(ii) included in Part | “Executive Officers of tHeegistrant”, on page 11 of this Form 10-K and @iigsented below.

Audit Committee Financial Literacy and Financial Experts

The Company’s Audit Committee is comprised of alii Bailey, Charles F.C. Turner and Mark L. Segdh
Mr. Segal serving as Chairperson. All members mdependent under applicable Securities and Exchange
Commission (“SEC”) and New York Stock Exchange (“SBE") rules. The Board of Directors of the compaag h
determined that Mr. Segal and Mrs. Bailey are “aadimmittee financial experts” in accordance witfCSrules.

The information required by the second part of ItEdris incorporated herein by reference to the tiSed 6(a)
Beneficial Ownership Reporting Compliance” sectidrthe company’s proxy statement for the annualtmgef
shareholders to be held May 8, 2008.

The information required by the third part of Itdf is presented below.

Code of Ethics

The company has adopted a Code of Ethics thatespygiits principal executive officer, principatdincial
officer and principal accounting officer. A copytbe Code of Ethics is available on the companyebsite,
www.milacron.com. A copy can also be obtained biirgathe company’s world headquarters at 513.483060r by
writing to the following address:

Milacron Inc.

Attention: Investor Relations
2090 Florence Avenue
Cincinnati, OH 45206-2425

Other Corporate Governance Matters

The company’s board of directors has approved Qatpdsovernance Guidelines and a Business Code of
Conduct that conform to NYSE requirements. Copfadb@se documents are available on the companybsitee
www.milacron.com. Copies may also be obtained biyngathe company’s world headquarters at 513.480060r by
writing to the following address:

Milacron Inc.

Attention: Investor Relations
2090 Florence Avenue
Cincinnati, OH 45206-2425

Copies of the following documents may also be olg@ion the company’s website or as described above.

Audit Committee Charter

Personnel and Compensation Committee Charter
Nominating and Corporate Governance Charter
and the related appendix regarding Criteria

for Selecting Board of Directors Candidates
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The company filed its 2007 annual CEO certificatiath the NYSE on June 1, 2007. The certificaticas
unqualified and states that the CEO is not awasngfviolation by the company of any of the NY SEpmyate
governance listing standards. Additionally, the pamy filed with the SEC as exhibits to our FormKL@r the year
ended December 31, 2007 the CEO and CFO certdicadquired under Section 302 of the Sarbanes-Oxbeyf
2002.

Item 11. Executive Compensatio
The following sections of the company’s proxy sta¢at for the annual meeting of shareholders todie h
May 8, 2008 are incorporated herein by referenEgetutive Compensation” and “Director Compensation”

Iltem 12. Security Ownership of Certain Beneficial Owners aianagement and Related Stockholder Mattt

The “Principal Holders of Voting Securities” sectiand the “Share Ownership of Directors and Exgeulti
Officers” sections of the company’s proxy statenfenthe annual meeting of shareholders to be Kelg 8, 2008
are incorporated herein by reference.

Securities Authorized for Issuance Under Equity Corpensation Plans
Equity Compensation Plan Information [Restate]

Number of Securities
Remaining Available for

Number of Securities to b Future Issuance Under Equity
Issued Upon Exercise of Weighted-Average Exercise Compensation Plans
Outstanding Options, Price of Outstanding Options (Excluding Securities
Plan Category Warrants and Rights [a] Warrants and Rights [b] Reflected in Column)[a][c]
Equity compensation plans n
approved by security holde — — —
Equity compensation plans
approved by security holde 162,96! $ 192.1; 398,38:
Total 162,96! $ 192.1; 398,38

Iltem 13. Certain Relationships and Related Transactions, aDitector Independenci

The “Procedures for Review of Related Party Tratigas” section of the company’s proxy statementtfer
annual meeting of shareholders to be held May 8328 incorporated herein by reference.
Item 14. Principal Accountant Fees and Servict

The following table presents fees for professi@eavices rendered by Ernst & Young LLP, the comfmny
independent auditors, for the years ended DeceB1he2007 and 2006.

Principal Accountant Fees and Services

2007 2006
Audit Fees(a $3,864,000  $4,185,00!
Audit-related fee! — —
Tax fees(b’ 361,00( 353,00(
All other fees — —
Total $4,225,000  $4,538,00!
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(&) For services related to the annual audit of thepzon's consolidated financial statements (includingustay
audits of subsidiaries or affiliates of the compawarterly reviews of Forms 10-Q, issuance ofdtiestation
on the compar’s internal controls over financial reporting anslisnce of consent

(b) For services related to tax compliance, tax repuigparation and tax plannin

The Audit Committee reviews and approves, prich®annual audit, the scope, general extent, asslridated
to the independent auditors’ audit examination. Thenmittee also reviews the extent of non-auditises provided
by the independent auditors in relation to the ctibjéy and independence needed in the audit. Thm@ittee also
pre-approves all non-audit services performed byitdependent auditor and fees related therets f@sponsibility
may be delegated to the Chairperson when apprejpriat

PART IV

Item 15. Exhibits, Financial Statement Schedule
Item 15 (a) (1) & (2) —List of Financial Statements and Financial Stateme8chedules.

The following consolidated financial statementdvidfacron Inc. and subsidiaries are included in It@m

Page
Consolidated Statements of Operati— 2007 and 200 33
Consolidated Balance She— 2007 and 200 34
Consolidated Statements of Comprehensive Incomssijland Sharehold¢ Deficit — 2007 and 200 35
Consolidated Statements of Cash Fl— 2007 and 200 36
Notes to Consolidated Financial Stateme 37
Report of Independent Registered Public AccourfEimm 87

The following consolidated financial statement sitie of Milacron Inc. and subsidiaries for the yweanded
2007 and 2006 is filed herewith pursuant to Itercl:5
Schedule I Valuation and Qualifying Accounts and Reser 10C

All other schedules for which provision is madehie applicable accounting regulation of the Semsiand
Exchange Commission are not required under théecklastructions or are inapplicable, and therefaree been
omitted.
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Item 15(a) (3)— List of Exhibits
Page

2. Plan of Acquisition, Reorganization, Arrangemerigjuidation, or Successic— not applicable

3. Articles of Incorporation and E-Laws.

3.1 Restated Certificate of Incorporation of Milacrartl, as amended November 27, 2i
— Filed herewitr

3.2 Certificate of Designation of 6.0% Series B CondetPreferred Stock of Milacron In
— Incorporated by reference to the comg’s Form £-8 filed on June 11, 20C

3.3 Amended and restated -Laws of Milacron Inc
— Incorporated by reference to the comg’s Form £-8 filed on June 11, 20C

4. Instruments Defining the Rights of Security Holdéneluding Indentures

4.1 Indenture dated as of May 26, 2004, between Mila&scrow Corporation, to be merged with and into
Milacron Inc., and U.S. Bank National Associatias,trustee, relating to the 112% Senior Secured
Notes due 201
- Incorporated by reference to the company’s Forifiged on June 25, 2004 (Registration

No. 33:-116899)

4.2 Supplemental Indenture dated as of June 10, 200dng Milacron Inc., the Guaranteeing Subsidia
named therein and U.S. Bank National Associatisrirustee, relating to the 112% Senior Secured
Notes due 201
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)

4.3 Form of 111/ 2% Senior Secured Notes due 2011 (included in ExHithj)

4.4 Registration Rights Agreement dated as of May 2642 between Milacron Escrow Corporation and
Credit Suisse First Boston LLC, as representatiwbeseveral purchasers listed therein, relatininé
111/ 2% Senior Secured Notes due 2(

- Incorporated by reference to the company’s Forinfiied on June 25, 2004 (Registration
No. 33:-116899)

4.5 Joinder to the Registration Rights Agreement ddtee 10, 2004 by Milacron Inc. and the Guarar
listed thereir
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)

4.6 Security Agreement dated June 10, 2004, made bya@fabe Grantors listed therein in favor of U.S.
Bank National Associatio
— Incorporated by reference to the company’s Forifiled on June 25, 2004 (Registration

No. 33:-116899)

4.7 Security Agreement (Canada) dated June 10, 200de imaeach of the Grantors listed therein in fe
of U.S. Bank National Associatic
- Incorporated by reference to the company’s Forinfiied on June 25, 2004 (Registration

No. 33:-116899)

4.8 Pledge and Security Agreement dated June 10, 208de by each of the Pledgors listed therein inrfavo
of U.S. Bank National Associatic
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)

4.9 Intercreditor Agreement dated as of June 10, 26b@4nd between JPMorgan Chase Bank and
Bank National Association, acknowledged by Milactoo. and the subsidiaries of Milacron Inc. listed
therein
— Incorporated by reference to the comg’s Form &4 filed on June 25, 2004 (Registrati

No. 33:-116899)
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4.1C

411

4,12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.2C

Page

Mortgage, Assignment of Leases and Rents, Seciigtgement and Fixture Filing made by D-M-E
Company in favor of U.S. Bank National Associat{@®75 N. 17th Avenue, Melrose Park, lllinois
60160), dated as of June 10, 2(
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)
Mortgage made by D-M-E U.S.A. Inc. in favor of UBRnk National Association (6328 Ferry Avenue,
Charlevoix, Michigan 49720), dated as of June D04
— Incorporated by reference to the company’s Forified on June 25, 2004 (Registration

No. 33:-116899)
Mortgage made by -M-E U.S.A. Inc. in favor of U.S. Bank National Assatibn (29215 Stephens:
Highway, Madison Heights, Michigan 48071) datedfdune 10, 200
- Incorporated by reference to the company’s Fortfiled on June 25, 2004 (Registration

No. 33:-116899)
Mortgage made by Oak International, Inc. in favbtds. Bank National Association (1160 White
Street, Sturgis, Michigan 49091), dated as of Jihe004
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)
Mortgage made by Milacron Industrial Products, indavor of U.S. Bank National Association (31(C
Industrial Road, Livonia, Michigan 48150), datedb&dune 10, 200
- Incorporated by reference to the company’s Forified on June 25, 2004 (Registration

No. 33:-116899)
Mortgage made by D-M-E U.S.A. Inc. in favor of UBRnk National Association (29111 Stephenson
Highway, Madison Heights, Michigan 48071), date@&3une 10, 200
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)
Oper-End Mortgage, Assignment of Leases and Rents, Beéigreement and Fixture Filing made
D-M-E Company in favor of U.S. Bank National Assti@n (558 Leo Street, Dayton, Ohio
45404) dated as of June 10, 2(
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)
Open-End Mortgage, Assignment of Leases and R8etarity Agreement and Fixture Filing made by
Milacron Inc. in favor of U.S. Bank National Assation (418 West Main Street, Mount Orab, Ohio
45154) dated as of June 10, 2(
- Incorporated by reference to the company’s Fortfiled on June 25, 2004 (Registration

No. 33:-116899)
Open-End Mortgage, Assignment of Leases and R8etsjrity Agreement and Fixture Filing made by
Milacron Inc. in favor of U.S. Bank National Assation (3000 Disney Street, Cincinnati, Ohio
45209) dated as of June 10, 2(
- Incorporated by reference to the company’s Forified on June 25, 2004 (Registration

No. 33:-116899)
Oper-End Mortgage, Assignment of Leases and Rents, Beéigreement and Fixture Filing made
Milacron Inc. in favor of U.S. Bank National Assation (3010 Disney Street, Cincinnati, Ohio
45209) dated as of June 10, 2(
- Incorporated by reference to the company’s Fortfiled on June 25, 2004 (Registration

No. 33:-116899)
Oper-End Mortgage, Assignment of Leases and Rents, Bgd&greement and Fixture Filing made
D-M-E Company in favor of U.S. Bank National Assat@n (977 Loop Road, Lewistown,
Pennsylvania) dated as of June 10, 2
— Incorporated by reference to the comg’s Form $-4 filed on June 25, 2004 (Registrati

No. 33:-116899)
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Open-End Mortgage, Assignment of Leases and R8et3yrity Agreement and Fixture Filing made by
D-M-E Company in favor of U.S. Bank National Assat@n (70 East Hills Street, Youngwood,
Pennsylvania 15697) dated as of June 10, .

— Incorporated by reference to the comg’s Form -4 filed on June 25, 200

(RegistratiorNo. 33:-116899)

Voting Trust Agreemer— not applicable

Material Contracts

Milacron Supplemental Pension Plan, as amendedb®cth 2007

— Incorporated by reference to the com’s Form &K filed on October 5, 200

Milacron Supplemental Retirement Plan, as amendsdi@r 1, 200°

— Incorporated by reference to the comg’s Form &K filed on October 5, 200

Milacron Supplemental Executive Retirement Plararagnded October 1, 20

— Incorporated by reference to the comg’s Form &K filed on October 5, 200

Milacron Supplemental Retirement Plan Amended aest&®ed Trust Agreement by and between
Milacron Inc. Reliance Trust Compa

— Incorporated by reference to the comg’s Form 1(-Q for the quarter ended June 30, 2(
Milacron Supplemental Executive Pension Plan, asraied October 1, 20(

— Incorporated by reference to the comg’s Form &K filed on October 5, 200

Milacron Kunststoffmaschinen Europa GmbH Pensi@anPbr Senior Managers and Executi

— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
Milacron Compensation Deferral Plan, as amer

— Incorporated by reference to the com’s Form 1(-K for the fiscal year ended December 31, 1
Milacron Compensation Deferral Plan, as amendeduaep 26, 200:

— Incorporated by reference to the com’s Form 1(-K for the fiscal year ended December 31, 2
Milacron Compensation Deferral Plan Trust Agreenignand between Milacron Inc. And Reliance
Trust Compan

— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 1
Milacron Inc. Executive Life Insurance Pl

— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
Form of Tier | Executive Severance Agreement applie to R. D. Browi

— Incorporated by reference to the comf’s Form 1(-Q for the quarter ended September 30, 2
Form of Tier Il Executive Severance Agreement agghlie to R. A. Anderson and H. C’'Donnell

— Incorporated by reference to the comg’s Form 1(-Q for the quarter ended September 30, 2
Form of Tier Il Executive Severance Agreement aggflie to K. Bourdon and R. C. McK

— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
Amendment to Tier 1 Executive Severance AgreeméhtR: D. Brown and Tier || Executive
Severance Agreements with H. C'Donnell dated as of February 10, 2(

— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
Form of Amendment to Executive Severance Agreemaative to Robert C. McKe

— Incorporated by reference to the com’s Form &K filed on October 5, 200

Form of Amendment to Executive Severance Agreemaative to R. D. Brown, R. A. Anderson a
H. C. C'Donnell

— Incorporated by reference to the com’s Form &K filed on October 5, 200

Temporary Enhanced Severance Plan applicable B Brown, R. P. Lienesch and H. C’'Donnell
— Incorporated by reference to the comg’s Form 1(-Q for the quarter ended September 30, 2
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Page

10.18 Award Letter re. Temporary Enhanced Severance tel& D. Brown
— Incorporated by reference to the comg’s Form 1(-Q for the quarter ended September 30, 2
10.1¢ Award Letter re. Temporary Enhanced Severancet®l&h C. C Donnell
— Incorporated by reference to the comg’s Form 1(-Q for the quarter ended September 30, 2
10.2C Award Letter re. Temporary Enhanced Severance tel& C. McKee
— Incorporated by reference to the com’s Form 1(-K for the fiscal year ended December 31, 2
10.21 Employment Agreement with Karlheinz Bourdon datear&h 30, 200!
— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
10.22 Settlement Agreement between Ferromatik Milacrosdhiinenbau GmbH and Karlheinz Bourc
— Incorporated by reference to the comg’s Form 1(-K for the fiscal Year ended December 31, 2
10.23 Executive Medical Expense Reimbursement Plan, Amérd of July 29, 20C
— Incorporated by reference to the com’s Form 1(-Q for the quarter ended September 30, 2
10.24 Milacron Inc. 2002 She-Term Incentive Plan, as amended February 21,
— Incorporated by reference to the comg’s Form ¢-K filed on February 27, 20C
10.25 Milacron Inc. 1994 Lon-Term Incentive Plan, as amended October 1, .
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
10.2€ Milacron Inc. 1997 Lon-Term Incentive Plan, as amended October 1, .
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
1C.27 Milacron Inc. 2004 Lon-Term Incentive Plan, as amended October 1, .
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
10.28 Cash Flow Improvement Award Agreem
— Incorporated by reference to the comf’s Form ¢-K filed on March 3, 200
10.2¢ Form of Performance Based Restricted Shares Awgrdeinen
— Incorporated by reference to the com’s Form &K filed on February 17, 20C
10.3C Form of Restricted Shares Award Agreerr
— Incorporated by reference to the comg’s Form ¢-K filed on February 17, 20C
10.31 Form of Restricted Stock Agreeme
— Incorporated by reference to the com’s Form &K filed on February 23, 20C
10.32 Form of Notice of Award of Deferred Shares for Rim@'s
— Incorporated by reference to the comg’s Form &K filed on February 17, 20C
10.33 Form of Award Amendment Agreement relative to RBBown
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
10.34 Form of Award Amendment Agreement relative to RAAderson, H. C. 'Donnell and R. C. McKe
— Incorporated by reference to the com’s Form &K filed on October 5, 200
10.35 Form of Notice of Amendment of Award relative to R. Mcllnay
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
10.3€ Form of Notice of Amendment of Award relative toE5.Bailey Director Fee Agreeme
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
10.37 Form of Notice of Common Stock Cre
— Incorporated by reference to the com’s Form &K filed on February 23, 20C
10.38 Form of Phantom Share Account Agreement Perform
— Incorporated by reference to the comg’s Form ¢-K filed on February 17, 20C
10.3¢ Form of Phantom Share Account Agreen
— Incorporated by reference to the com’s Form &K filed on February 17, 20C
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Form of Phantom Share Account Agreerr
— Incorporated by reference to the com’s Form &K filed on February 23, 20C
Milacron Inc. Plan for the Deferral of Direc’s Compensation, as amenc
— Incorporated by reference to the comg’s Form 1(-K for the fiscal yea
Form of Special Executive Retention and Severargredment relative to R. D. Brov
— Incorporated by reference to the com’s Form &K filed on October 5, 200
Form of Special Executive Retention and Severargredment relative to R. A. Andersc
H. C. C'Donnell and R. C. McKe
— Incorporated by reference to the com’s Form &K filed on October 5, 200
Milacron Inc. Director Deferred Compensation Planamended October 1, 2C
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
Milacron Inc. Retirement Plan for N-Employee Directors, as amended October 1, :
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
Milacron Retirement Plan for N-Employee Directors, as amended February 10, .
— Incorporated by reference to the com’s Form 1(-K for the fiscal year ended December 31, 2
Rights Agreement dated as of February 5, 1999, detviMilacron Inc. and ChaseMellon Shareho
Services, LLC, as Rights Age
— Incorporated by reference to the comf’s Registration Statement Form ¢-A (File
Amendment No. 1 to Rights Agreement dated as otthlad, 2004 among Milacron Inc. and Mellon
Investor Services LL(
— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
Amendment No. 2 to Rights Agreement dated as o 3ur2004 among Milacron Inc. and Mellon
Investor Services LL(
— Incorporated by reference to the comf’s Form &-1 filed on June 25, 2004 (Registrati

No. 33:-116892)
Amendment No. 3 to Rights Agreement dated as of 412004 between Milacron Inc. and Mel
Investor Services LL(
— Incorporated by reference to the com’s Form &K filed on October 5, 200
Amendment No. 4 to Rights Agreement dated as of 9412004 between Milacron Inc. and Mel
Investor Services LL(
— Incorporated by reference to the com’s Form &K filed on October 5, 200
Credit Agreement dated as of December 19, 2006hHyamong Milacron Inc. and certain subsidia
as Borrowers, certain subsidiaries as guarantor€goadian Borrowing Base Guarantors), the lenders
party thereto and General Electric Capital Corponatas administrative agent for the Lenc
— Incorporated by reference to the comf’s Form ¢-K dated December 19, 201
Registration Rights Agreement dated as of Marci2024 among Milacron Inc., Glencore Finance AG
and Mizuho International pl
— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
Note Purchase Agreement dated as of March 12, @hg Milacron Inc., Glencore Finance AG ¢
Mizuho International pl
— Incorporated by reference to the comf’s Form 1(-K for the fiscal year ended December 31, 2
Letter Amendment to Note Purchase Agreement daped B 2004 among Milacron Inc., Glencore
Finance AG and Mizuho International |
— Incorporated by reference to the company’s Forinfifed on June 25, 2004 (Registration

No. 33:-116892)
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Letter Amendment to Note Purchase Agreement datee 3, 2004 among Milacron Inc., Glencore
Finance AG and Mizuho International |
— Incorporated by reference to the company’s Forinfifed on June 25, 2004 (Registration
No. 33:-116892)
Contingent Warrant Agreement dated March 12, 2004drd among Milacron Inc., Glencore Final
AG and Mizuho International p
— Incorporated by reference to the comg’s Form -1 filed on June 25, 2004 (Registrati
No. 33:-116892)
Voting Agreement dated as of October 2, 2007 betvwdiacron Inc. and Glencore Finance /
— Incorporated by reference to the comg’s Form &K filed on October 5, 200
Director Fee Agreemel
— Incorporated by reference to the com’s Form &K filed on October 5, 200
Asset Based Finance Agreement dated as of MarchQOB among Lloyds TSB Bank Plc, Netherla
Branch and Belgium Branch, Lloyds TSB Commercialdrice Limited, Cimcool Europe B.V., Cimci
Industrial Products B.V., D.-M-E Europe CVBA, Famatik Milacron Maschinenbau GmbH, Milacron
Kunststoffmaschinen Europa GmbH, Milacron B.V. afithcron Nederland B.V
— Incorporated by reference to the comg’s Form &K filed on March 18, 200
Loan Agreement dated as of March 12, 2008 betwésyds TSB Bank Plc and Ferromatik Milacr
Maschinenbau Gmb!
— Incorporated by reference to the comg’s Form &K filed on March 18, 200
Receivables Finance Agreement dated as of MarcBAOB between Lloyds TSB Bank Plc ¢
Cimcool Europe B.V
— Incorporated by reference to the comg’s Form &K filed on March 18, 200
Receivables Finance Agreement dated as of MarcBQOB between Lloyds TSB Bank Plc ¢
Cimcool Industrial Products B.\
— Incorporated by reference to the comg’s Form &K filed on March 18, 200
Receivables Finance Agreement dated as of MarcBQOB between Lloyds TSB Bank Plc an-M-E
Europe CVBA
— Incorporated by reference to the comg’s Form &K filed on March 18, 200
Debt Purchase Agreement dated as of March 12, Bé@®een Lloyds TSB Commercial Finance
Limited and Ferromatik Milacron Maschinenbau G
— Incorporated by reference to the comg’s Form &K filed on March 18, 200
Statement Regarding Computation of-Share Earning
Letter Regarding Unaudited Interim Financial Infation— not applicable
Letter Regarding Change in Accounting Princif— not applicable
Report Furnished to Security Holde— not applicable
Subsidiaries of the Registre
Published Report Regarding Matters Submitted te\ébtSecurity Holder— not applicable
Consent of Experts and Coun
Power of Attorney— not applicable
Certifications pursuant to Section 302 of the Saek-Oxley Act of 2002
Certification pursuant to Section 302 of the Sads-Oxley Act
Certification pursuant to Section 302 of the Sads-Oxley Act
Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 200z
Additional Exhibits— not applicable
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Milacron Inc. hereby agrees to furnish to the Skiesrand Exchange Commission, upon its reques
instruments with respect to long-term debt for sies authorized thereunder which do not exceéd d0the
registrant’s total consolidated assets.

Item 15 (b) —Index to Certain Exhibits and Financial Statementc8edules Filed Herewith

Exhibit 3.1
Exhibit 11
Exhibit 21
Exhibit 23
Exhibit 31.1
Exhibit 31.2
Exhibit 32

Restated Certificate of Incorporation of Milacrartl, as amended November 27, 2

Statement Regarding Computation of-Share Earning

Subsidiaries of the Registre

Consent of Experts and Coun

Certification pursuant to Section 302 of the Sads-Oxley Act

Certification pursuant to Section 302 of the Sads-Oxley Act

Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sark-
Oxley Act of 200z

99




MILACRON INC. AND SUBSIDIARIES
SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
Years ended 2007 and 2006

Col. A

Description

Year ended 200
Allowance for doubtful accoun
Restructuring and consolidation reser

Allowance for inventory obsolescen
Year ended 200

Allowance for doubtful accoun

Restructuring and consolidation reser

Allowance for inventory obsolescen

Col. B Col. C Col. D Col. E
Additions

Balance a Charged tc Balance

Beginning  Cost and Other Deductions at End

of Period Expenses -Describe (a -Describe of Period

(In thousands)

$ 734: $ 1,87 $ 42€ $ (1,889(b) $ 7,751

$ 392¢ $ 367¢ $ 12 $ (5437)(b) $ 1,92
(367)(c)

$27,25: $ 1,95 $ 1,697 $ (4,429(b) $26,47¢

$ 9,03 $ 1,62¢ $ 53¢ $ (3,865(b) $ 7,34z

$ 1,38« $ 993 $ 181(a) $ (7,48)(b) $ 3,92¢
121(d) (212)(c)

$26,38. $ 465( $ 1,80¢ $ (5,589)(b) $27,25¢

(@) Represents foreign currency translation adjustmeuntieig the yeal
(b) Represents amounts charged against the reseniag the year

(c) Represents reversals of excess rese

(d) Represents reclassifications from other accourds@iunds of amounts previously expensed and |
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{(the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

Date: March 24, 2008

MILACRON INC.

By: /s/ RONALD D. BROWN

RoNALD D. BROWN,;
Chairman, President and Chief Executive Officer,
Director (Chief Executive Officer)

By: /s/ RossA. ANDERSON

RossA. ANDERSON
Senior Vice President — Finance and Chief Financial
Officer (Chief Financial Officer)

By: /s/ DANNY L. GAMEZ

DANNY L. GAMEZ;
Controller
(Chief Accounting Officer)

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed éyadhowing
persons on behalf of the registrant and in capgcidnd on the dates indicated.

/s/ SALLIE B. BAILEY

Sallie B. Bailey; March 24, 20((Director)

/sl JoHN P. CAPLE

John P. Caple; March 24, 20(Director)

/s/ TiIFFaNY F. KoscH

Tiffany F. Kosch; March 24, 20C(Director)
/sl Sami W. MNAYMNEH

Sami W. Mnaymneh; March 24, 20(Director)

/s/ LeEwis J. SCHOENWETTER

Lewis J. Schoenwetter; March 24, 2((Director)

/s/ CHARLES F.C. TURNER

Charles F.C. Turner; March 24, 20(Director)

/s/ JoHN P. EoLbuc
John P. Bolduc; March 24, 20(Director)

/sl JAsONT. EGLIT
Jason T. Eglit; March 24, 20((Director)

/s/ DoNALD R. McLLNAY
Donald R. Mcllnay; March 24, 20((Director)

/s| MATTHEW S. SANFORD
Matthew S. Sanford; March 24, 20(Director)

/sl MaRK L. SEGAL
Mark L. Segal; March 24, 20((Director)

/sl LARRY D. YosT
Larry D. Yost; March 24, 200(Director)
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Exhibit 3.1

RESTATED CERTIFICATE OF INCORPORATION
of
MILACRON INC.

Milacron Inc., a corporation organized andsérp under the laws of the State of Delaware {o&lly incorporated under the name
Cincinnati Milacron Holdings, Inc. on March 18, B®8hereby certifies as follows:

FIRST: The name of the corporation (hereimaftéerred to as the Company) is Milacron Inc.

SECOND: The address of the Company’s regidteffice in the State of Delaware is CorporationstrCenter, 1209 Orange Street,
Wilmington, DE 19801, County of New Castle. The maofithe Company registered agent at such address is The Corporatust Compan

THIRD: The purpose of the Company is to engagey lawful act or activity for which corporatis may be organized under the General
Corporation Law of the State of Delaware.

FOURTH: The total number of shares of all séssof stock which the Company shall have authwitgsue is 40,060,000, consisting of
(2) 60,000 shares of 4% Cumulative Preferred Stpakyalue $100 per share (hereinafter referrextine Preferred Stock), (2) 10,000,000
shares of Serial Preference Stock, par value $0%hmare (hereinafter referred to as the SerideRnece Stock) and (3) 30,000,000 shares of
Common Stock, par value $.01 per share (hereinadferred to as the Common Stock).

The following is a statement of the designaaod the powers, preferences and rights, anduhléigations, limitations or restrictions
thereof, in respect of the Preferred Stock andX@mon Stock and the designations and the powesfgrpnces and rights, and the
qualifications, limitations or restrictions thereof respect of the Serial Preference Stock, wiiehBoard of Directors is herein authorized to
fix.

SECTION A: PROVISIONS RELATING TO PREFERRED STOCK

I. Out of the net assets of the Company lggalkilable for dividends, the holders of Preferg&dck shall be entitled to receive, when an
declared by the Board of Directors, dividends iastcat the rate of $40 per annum per share of Peef&tock, and no more, payable quarterly
on the first days of March, June, September anceDber in each year (the quarterly periods commenminthe first days of such months,
respectively, being herein designated as divideartbds), from March 1, 1983, before (subject toghavisions of paragraphs Il and V of this
Section A) any sum or
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sums shall be set aside for or applied to the @setor redemption of Preferred Stock, and befoyedasidends shall be declared or paid upon
or set apart for, or any other distribution shalldsdered or made in respect of Serial Preferetaek ®r Common Stock, and before any Serial
Preference Stock or Common Stock shall be purchasddemed or otherwise acquired by the Compard/saoh dividends shall be
cumulative (whether or not in any dividend periageriods there shall be net assets of the Comieyajly available for the payment of such
dividends), so that if at any time dividends upbritee outstanding Preferred Stock at the rateddf fer annum per share of Preferred Stock
thereof from March 1, 1983, to the end of the tbement dividend period shall not have been paidemiared and a sum sufficient for the
payment thereof set apart for such payment, thajést to the provisions of paragraphs Il and \¥hi§ Section A) the amount of the
deficiency shall be fully paid, but without intetesr dividends in such amount declared and a sufficent for the payment thereof set apart
for such payment, before any sum or sums shalébassde for or applied to the purchase or redempif Preferred Stock, and before any
dividends shall be declared or paid upon or settdpg or any other distribution shall be ordemgdnade in respect of, Serial Preference Stock,
or Common Stock, and before any Serial Preferetmek®r Common Stock shall be purchased, redeearastherwise acquired by the
Company.

II. Out of any remaining net assets of the @any legally available for dividends after or comently with making payment of full
dividends upon Preferred Stock then outstandiribeatate of $40 per annum per share of PreferreckSor all past dividend periods, and a
or concurrently with making payment of, or declgramd setting apart for payment, full dividendsaitl rate on all Preferred Stock then
outstanding to the end of the then current divideadod, then, and not otherwise, the holders ofabBreference Stock and Common Stock
shall, subject to the provisions hereof, be emtittereceive such dividends as may from time teetb®e declared by the Board of Directors;
provided, however, that if at any time full dividenupon all Preferred Stock then outstanding atateeof $40 per annum per share of Prefe
Stock shall have been paid for all past dividendoges and declared and set apart for payment #octirent dividend period, dividends on the
Serial Preference Stock and (subject to the prongsof Section B of this Article FOURTH) the Commtock, payable in the next succeeding
dividend period, may be declared by the Board eé&brs and, when so declared, may be paid ingkesucceeding dividend period,
notwithstanding any restriction hereinabove in geaiph | of this Section A or in this paragraphdt forth; and provided further that, so lonc
any Preferred Stock shall be outstanding, in naesieall any dividends whatsoever, whether in calsares or otherwise (other than dividends
payable in Serial Preference Stock or Common Stdiekileclared or paid upon or set apart for, orahgr distribution be ordered to be made
in respect of, Serial Preference Stock (other thar6% Series B Convertible Preferred Stock, thexi&s B Stock”) or Common Stock, or any
expenditures be made by the Company for the puechademption, retirement or other acquisitionrof §erial Preference Stock (other than
the Series B Stock) or Common Stock, if at the tdueh dividend is so declared or such distribuioso ordered or such expenditures are so
made:
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(1) consolidated net current assets remaining aftenatad) the amount of such dividend or distribut@rexpenditure would be less th
$1,000 for each share of Preferred Stock outstanadir

(2) consolidated net tangible assets remaiaftey deducting the amount of such dividend orritistion or expenditure would be less than
$2,000 for each share of Preferred Stock outstan

lll. The Preferred Stock shall be preferredcalsoth earnings and assets over the Serial RreferStock and the Common Stock and, in the
event of any voluntary or involuntary liquidationdissolution or winding up of the Company or aalesof all or substantially all of its assets,
the holders of Preferred Stock shall be entitleckteive out of the assets of the Company availabldistribution to its shareholders, whether
from capital, surplus or earnings, an amount etjudlL,000 per share, if such liquidation, dissolutiwinding up or sale be involuntary, and, if
voluntary, an amount equal to $1,050 per shareagh case plus an amount equal to all dividendsiedr in arrears thereon to the date of
distribution, for every share of their holdingsRykferred Stock, before any distribution of asshtdl be made to the holders of Serial
Preference Stock or Common Stock, and the holdesgigal Preference Stock and Common Stock shatinbiéded, to the exclusion of the
holders of Preferred Stock, to share in all thetsssf the Company then remaining, in accordantie tive provisions of Section B hereof. If
upon any such voluntary or involuntary liquidationdissolution, winding up or sale, the assets tlisgibutable among the holders of Prefe
Stock shall be insufficient to permit the paymenstich holders of Preferred Stock of the prefeaéatnounts aforesaid, then the entire assets
of the Company to be distributed shall be distelutatably among the holders of Preferred Stockralng to the amounts which they
respectively would be entitled to receive if suskets available for distribution as aforesaid veerféicient to permit the payment in full of said
sums. No merger or consolidation of the Compani witinto another corporation organized under #éveslof the State of Delaware or any
other state and no merger or consolidation of aimh ®ther corporation into the Company, which shatlin fact result in the liquidation of the
enterprise and the distribution of assets to slwddehs, shall be deemed to be a liquidation, diggm, or winding up of the Company or sale
aforesaid.

IV. The term “dividends accrued or in arreardienever used in this Section A with referencehoPreferred Stock shall be deemed to
mean (whether or not in any dividend period orrig part thereof in respect of which such term isduthere shall have been net assets of the
Company legally available for the payment of suistidénds) that amount which shall be equal to dividls in cash at the rate of $40 per an
per share of Preferred Stock from March 1, 1988 ¢odate as of which dividends accrued or in asraee or are to be determined for such
shares (including an amount equal to the dividersiieh rate for the elapsed portion of the curdériiend period) less the amount of all
dividends paid upon such shares, or deemed tolheem paid on such shares in accordance with thespros of the following sentence. In the
event of the issuance of additional Preferred S{aokess such additional shares have been clat#ifie a new series pursuant to paragraph 1X
of this Section A), all dividends paid on Preferftdck outstanding prior to the issuance of sudlitidal Preferred Stock and
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all dividends declared and payable to the holdéRreferred Stock of record on any date prior tchsadditional issue shall be deemed to have
been paid on the additional Preferred Stock seibsu

V. The Preferred Stock, or any part therebgrgy time outstanding may be redeemed by the Coynakits election expressed by resolution
of the Board of Directors, at any time or from titogime, upon not less than 30 days nor more @fadays previous notice to the holders of
record of the Preferred Stock to be redeemed, th&iléhe holders of the Preferred Stock to be nexdek at their respective addresses as the
same shall appear on the books of the Compangeattiemption price of $1,050 per share plus gitldhds accrued or in arrears thereon to
the date fixed in such notice as the date of rediempprovided, however, that less than all Preférétock at the time outstanding may be
redeemed only after or concurrently with makingrpant of all dividends accrued or in arrears upbfPadferred Stock then outstanding for all
past dividend periods and after or concurrenthhwiiaking payment of, or declaring and setting afoarpayment, full dividends on all
Preferred Stock then outstanding (other than theestto be redeemed) to the end of the then cutréidend period. If less than all the
outstanding Preferred Stock is to be redeemedetthemption may be made either by lot or pro ratsuith manner as may be determined or
prescribed by resolution of the Board of Directarsmay be limited to fractional shares, if anytstanding. From and after the date fixed in
any such notice as the date of redemption (unlefmutt shall be made by the Company in providingnies for the payment of the redemption
price pursuant to such notice), or, if the Compsimgll so elect, from and after a date (hereinafdled the date of deposit and which shall be
prior to the date fixed as the date of redemptamjvhich the Company shall provide monies for tagrpent of the redemption price by
depositing the amount thereof for account of thieldrs of Preferred Stock entitled thereto with akbar trust company doing business eithe
the City of Cincinnati in the State of Ohio or lretBorough of Manhattan in the City and State ofvN@rk, and having a capital and surplu:
at least $5,000,000 pursuant to notice of suchtiefeicluded in the notice of redemption specifythe date on which such deposit will be
made, all dividends on Preferred Stock therebyeddibr redemption shall cease to accrue and ditsigf the holders thereof as shareholders of
the Company, except the right to receive the rediempprice as herein provided, shall cease anditexte. After the deposit of such amount
with such bank and trust company, the respectiveens of record of Preferred Stock to be redeerhedl be entitled to receive the redemption
price at any time upon the actual delivery to sihk or trust company of certificates for the shdoebe redeemed properly stamped from
transfer (if required) and duly endorsed in blanlkkecompanied by proper instruments of assignmeshtransfer thereof duly endorsed in
blank. Any monies so deposited which shall remaiclaimed by the holders of Preferred Stock caltedédemption at the end of six years
after the redemption date, together with any irgietieereon which shall be allowed by the bank wsttcompany with which the deposit shall
have been made, shall be paid by such bank ordouspany to the Company.

VI. Subject to the provisions of the By-lawfglee Company, as from time to time amended, wetpect to the closing of the transfer books
or the fixing of a record date for the determinatad shareholders entitled to vote, at each meetirige
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shareholders each holder of record of PreferredkStball be entitled to 24 votes for each suchesb&Preferred Stock held by him, each
holder of record of Common Stock shall be entitiedne vote for each such share of Common Stoakihehim, as provided in Section C, :
each holder of record of Serial Preference Stoaach series shall be entitled to the number afsydf any, as he may be entitled to in
accordance with the resolution or resolutions aglbply the Board of Directors in accordance withghavisions of paragraph 1l of Section B
this Article FOURTH providing for the issuance ofich series; provided, however, that anything heseirtained to the contrary
notwithstanding, the holders of Preferred Stocklsiiso have the additional rights hereinafterhis paragraph VI set forth, to which additio
rights the aforesaid voting rights of the holderSerial Preference Stock and Common Stock shallbgect. Except as may otherwise be
required by law, by this Article FOURTH or by restibns adopted by the Board of Directors in accocgawith the provisions of paragraph Il
of Section B, the holders of record of Common Stétleferred Stock and Serial Preference Stock shtdltogether as a single class. If at any
time dividends accrued or in arrears upon Prefegtedk then outstanding shall amount to $40 peresbamore, a default in preferred
dividends, for the purposes of this paragraph Klldoe deemed to have occurred; and, having sorget, such default in preferred dividends
shall be deemed to exist thereafter until, but emtil, all dividends accrued or in arrears onRattferred Stock then outstanding shall have
paid to the end of the last preceding dividendqekand the full dividend thereon to the end ofttiren current dividend period shall have been
paid or declared and a sum sufficient for the payttteereof set apart for such payment. If and wiena default in preferred dividends shall
exist, then at the next annual meeting of sharedsldf the Company for the election of directors€as at the time of such meeting such
default in preferred dividends shall no longer gxasd at each other meeting annual or speciathfoelection of directors, held thereafter and
during the existence of such default in preferrimitiends, the holders of the outstanding PrefeB&xtk, voting separately as a class, shall
the right, at each such meeting at which at 1e5% 8f the outstanding Preferred Stock is represkfiiet not otherwise), to elect one-third of
the members of the Board of Directors to be elediatlif the number of directors to be elected whiided by three shall result in a fraction,
such fraction shall be disregarded if less thanlmdfand shall be increased to one if more thastlvalf. The right to elect one-third of the
number of directors to be elected shall be in &oidito the right of the holders of the outstandirgferred Stock to vote with the holders of
Serial Preference Stock and Common Stock in thatieteof the remaining directors of the Companydliring the existence of a default
entitling the holders of Preferred Stock to elew-third of the directors, any annual meeting of shatgers is not held when and as require
the Bydaws of the Company, a special meeting of the $tudders for the purpose of electing directors maxalled by the holders of record
at least 10% of the Preferred Stock outstanding. director elected by the holders of Preferred IStuoting as a class pursuant to the afore
right, shall continue to serve as such directotterfull term for which he shall have been electemtwithstanding that prior to the end of such
term the default in preferred dividends which peted his election by the holders of Preferred Stltddl cease to exist. If, prior to the end of
the term of any director so elected by the holdéRreferred Stock, a vacancy in the office of sdithctor shall occur by reason of the death,
resignation,
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removal or disability of such director, or for aother cause, such vacancy shall be filled for thexpired term in the manner provided in the
By-laws of the Company.

VII. Anything contained herein or in the Byala of the Company to the contrary notwithstandswlong as any Preferred Stock shall be
outstanding the Company shall not, without the eatisgiven by resolution adopted at a meeting dalled for that purpose, or if permitted by
law, given in writing, of the holders of at leasttthirds of the Preferred Stock at the time oundiag,

(1) amend, alter or repeal any of the ternts@ovisions of the outstanding Preferred Stockrip material respect prejudicial to the holders
thereof; or

(2) increase the authorized amount of Prede®tck or authorize any new class of stock hapirederence over, or being on a parity with,
the Preferred Stock as to dividends or assetgeate any obligation or security of the Compangdtiy or indirectly convertible into or
exchangeable for shares of any class having preferever, or being on a parity with, the Prefei®alck as to dividends or assets; or

(3) sell or transfer all or substantially aflits assets or merge into or consolidate with afner corporation or merge or consolidate any
other corporation (except a wholly-owned subsidiémo the Company.

VIII. As used in this Section A:

The term “funded debt” shall mean any debturiag by its terms more than one year from the tfetecof, and shall include all such debt
created, assumed or guaranteed by the Company @ulsidiary. If the terms of any debt shall in@wth option on the part of the Compan
the subsidiary to extend (by way of renewal or pilige) its maturity on any conditions, the matustyall be deemed to be the last date to
which the maturity may be so extended. The terrm$otidated funded debt” shall mean the total fundelot of the Company and its
subsidiaries.

The term “consolidated net tangible assetgllshean consolidated tangible assets less (i)almfzded funded debt, (ii) consolidated current
liabilities, as hereinafter defined, except sucttipa thereof, if any, as is included in consolethfunded debt, and (iii) deferred credits and all
reserves other than reserves deducted from coasatidangible assets or reserves included in ciolaset current liabilities or reserves
representing an appropriation of retained earnings.

The term “consolidated tangible assetséll mean (i) the fixed assets (namely plant, erigp equipment and all other kinds of tangiblest
assets) owned by the Company and its subsidiagsias Recember 31, 1944, plus subsequent additiosisch fixed assets, in all cases taken at
cost to the Company or its subsidiaries and lesarves for depreciation and other proper deducti@hsonsolidated current assets, as
hereinafter defined; and (iii) other investmentd agceivables and other tangible assets of the @oynand its subsidiaries taken at cost less
proper reserves, excluding, however, any secuigigsed by the Company or by any of its subsidsafiée cost of tangible assets acquired by
the Company or any subsidiary after December 344 1for
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a consideration other than cash shall be the &direvof such assets as determined by the Boardet¢trs of the Company. In arriving at
consolidated tangible assets, the Company mayisitedor the value of any or all fixed assets amepisubsequent to December 31, 1944,
calculated in accordance with the foregoing pravisiof this paragraph, the fair value thereof dsrdened by an appraisal by such
independent engineer or engineers or other indegerekpert or experts as the Board of Directoth@fCompany shall employ for the purpt

The term “consolidated net current assetsll si@an consolidated current assets, as hereirddfared, less consolidated current liabilities,
as hereinafter defined.

The term “consolidated current assets” shahmthe following assets of the Company and itsigidries:
(1) cash and cash items on hand or in tramsih deposit in any solvent bank or trust company;

(2) shares, bonds and other securities ogatidtins (other than shares, bonds, securitieslgyations of the Company or of any subsidiary)
which are readily marketable, taken at the markéievthereof;

(3) good and collectible notes, trade accemanaccounts and bills receivable, determinec torbperly current in accordance with
principles approved by certified or independentligpidccountants or auditors as hereinafter in paisagraph VIII provided, in each case taken
at the face amount thereof, less reserves detednbiniee sufficient by the Company in accordancé pwiinciples approved by said accountants
or auditors;

(4) inventories, products in the process ofuafacture or treatment, manufactured products, ma¢geand supplies and miscellaneous
merchandise, priced as determined by the Compaagdardance with principles approved by said act@ous or auditors; and

(5) such other assets as may be properlyifi&abas current assets under sound accountindipeaas approved by said accountants or
auditors.

In computing consolidated current assets thkadl not be included any assets which are pledgeigposited as security for or for the
purpose of paying any obligation which is not imtgd in consolidated current liabilities as sucmtés hereinafter defined, but there shall be
included assets of the character aforesaid whielpldged or deposited as security for or for thpse of paying any obligation included in
consolidated current liabilities.

The term “consolidated current liabilities"adhmean the following liabilities of the Compangdaits subsidiaries:

(1) all indebtedness, secured or unsecuretyring during the period of twelve months after ttade as of which consolidated current
liabilities are being
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determined, including therein any consolidated &chdebt maturing within such period of twelve maentixcept to the extent that such
maturing funded debt is otherwise included purstastbsection (4) below;

(2) reserves for taxes payable during theopleof twelve months after the date as of which obdated current liabilities are being
determined;

(3) all interest due or accrued, and all divids declared but not paid;

(4) any amount required to be paid duringgéeod of twelve months after the date as of witishsolidated current liabilities are being
determined, as a purchase fund or sinking fund weigipect to any funded debt, less, however, anyefdiebt which has been reacquired by
Company or a subsidiary and is held by it, or a&pase fund or sinking fund agent, earmarked foptirpose of meeting the amount so
required to be paid on account of such purchasg dursinking fund, taken at the amount at which@oenpany or the subsidiary issuing the
same is entitled, under the instrument under whiath funded debt was issued, to receive credit iggpect thereto against such purchase
or sinking fund obligation; and

(5) such other liabilities as may be propethssified as current liabilities under sound actimg practice, as approved by said accountants
or auditors.

The term “subsidiary” shall mean any corpanatiassociation, or business trust, at least anhajf the shares of which at the time
outstanding having voting power for the electiormahajority of the directors or trustees thereatépt shares having such voting power only
upon default in payment of dividends or other difus owned, directly or indirectly, by the Conmyaand/or by one or more other
subsidiaries; provided, however, that neither Taetéry Power Company, an Ohio corporation, norsurgcessor thereto nor any subsidiary
thereof, shall be deemed to be a subsidiary o€tmapany for any purpose of this Section A; and joted further that a corporation
incorporated under the laws of a jurisdiction ottiemn the United States of any state thereof obik&ict of Columbia may or may not, as the
Company may elect in connection with any deternidmamade pursuant to this paragraph VIII, be deetadsk a subsidiary of the Company
for the purposes of such determination.

The term “wholly-owned subsidiary” shall meamy corporation, association or business trusthalshares of which at the time outstanding
(exclusive of directors’ qualifying shares), excepares having a limited participation as to asséiall be owned, directly or indirectly, by the
Company and/or by one or more other wholly-owndukgliaries.

All determinations of funded debt, consolidbtended debt, consolidated net tangible assetsatiolated tangible assets, consolidated net
current assets, consolidated current assets arsolieted current liabilities, and of the statugny corporation, association or business tru
a subsidiary or a wholly-owned subsidiary of ther@any, shall be made, in accordance with good atowupractice, by such firm of
certified or independent public accountants or tuslias shall regularly examine and
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report on the financial statements of the Companyriclusion in its annual report to shareholderswech firm of certified or independent
public accountants or auditors as shall be empldyeithe Board of Directors for the purpose of sdetermination. In all such determinations,
all material intercompany items shall be eliminaaed appropriate adjustments shall be made totafdjuand eliminate minority interests in
subsidiaries, all as approved by such accountardaditors. The determinations of such accountangiditors shall be final and conclusive.

IX. The Board of Directors shall have authgrgubject to such limitations as may be statediheto adopt amendments to this Certificat
Incorporation, in respect of any unissued or treaBueferred Stock, to fix or alter the divisionsafch shares into series, the designation and
number of shares of each series, the dividend dates of payment of dividends and dates from wthiely are cumulative, redemption rights
and price, liquidation price, sinking fund requiremts, conversion rights, and restrictions on issearf shares of the same series or of any
class or series.

SECTION B. PROVISIONS RELATING TO SERIAL PREFERENGH OCK

I. The Serial Preference Stock may be isstmd fime to time in one or more series, the shafesach series to have such designations and
powers, preferences and rights, and qualificatibmstations and restrictions thereof, as are stated expressed herein and in the resolution or
resolutions providing for the issue of such seai@spted by the Board of Directors as hereafterigemk

II. Authority is hereby expressly grantedite Board of Directors, subject to the provisionshig Article FOURTH, to authorize the issue
one or more series of Serial Preference Stockwaiidrespect to each such series to fix by resofutir resolutions providing for the issue of
such series:

(1) the designation of such series, the nurobshares to constitute such series and the statad thereof if different from the par value
thereof;

(2) whether the shares of such series shaé# kiating rights, in addition to any voting righgsovided by law, and, if so, the terms of such
voting rights;

(3) the annual dividend rate, if any, payaiesuch series expressed in a dollar amount pee siee conditions and dates upon which such
dividends shall be payable, the preference orioglathich such dividends shall bear to the dividepdyable on any other class or any other
series of this class;

(4) whether the shares of such series shalubgct to redemption by the Company, and, itls®times, prices and other conditions of such
redemption;

(5) the amount or amounts payable upon sladresch series upon, and the rights of the holdéssich series in, the voluntary or
involuntary liquidation, dissolution or winding @b the Company;
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(6) whether the shares of such series shalbgct to the operation of a purchase, retiremesinking fund and, if so, the extent to and
manner in which any such purchase, retirementrddirgy fund shall be applied to the purchase ormeaten of the shares of such series for
retirement or other corporate purposes and thestamd provisions relative to the operation thereof;

(7) whether the shares of such series shalbhbgertible into, or exchangeable for, sharedadlsof any other class or of any other series of
this class and, if so, the price or prices or #ie or rates of conversion or exchange and theadethany, of adjusting the same;

(8) the limitations and restrictions, if any,be effective while any shares of such seriepatstanding upon the payment of dividends ol
making of other distributions on, and upon the pase, redemption or other acquisition by the Comdnthe Common Stock or any other
class or any other series of this class;

(9) the conditions or restrictions, if anypapthe creation of indebtedness of the Companyonthe issue of any additional stock,
including additional shares of such series or gf@ther series of this class or of any other classt

(10) any other powers, preferences or rightsny qualifications, limitations or restrictiotigereof.
Ill. Except as otherwise provided by such hatson or resolutions, all shares of Serial PrefieeeStock shall be of equal rank.

IV. No holder of Serial Preference Stock shale any pre-emptive rights to subscribe to stidiigations, warrants, rights to subscribe to
stock or other securities of the Company of angglavhether now or hereafter authorized.

V. Pursuant to the authority conferred upanBloard of Directors of the Company by this ArtiE®URTH, the Board of Directors create
series of 300,000 shares of Serial Preference Stesignated as Series A Participating CumulatiegePred Stock (the “Series A Preferred
Stock”) by filing a Certificate of Designation dfeé Company with the Secretary of State of the Sthelaware on February 5, 1999, as
amended and restated by filing an Amended and ResCertificate of Designation of the Company with Secretary of State of the State of
Delaware on June 9, 2004, and the voting powessgdations, preferences and relative, participatipgional and other special rights, and
qualifications, limitations or restrictions of ti&eries A Preferred Stock are set forth in Apperdhereto and are incorporated herein by
reference.

VI. Pursuant to the authority conferred uplo@ Board of Directors of the Company by this AgiEIOURTH, the Board of Directors created
a series of 900,000 shares of Serial Preferenak S&signated as 6.0% Series B Convertible Pref&Steck (the “Series B Preferred Stock”)
by filing a Certificate of Designation of the Conmyawith the Secretary of State of the State of Wal@ on June 9, 2004, as amended pursuan
to Section 242 of the General Corporation Law ef $tate of Delaware by filing a Certificate of Andement of Restated Certificate of
Incorporation
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of the Company with the Secretary of State of tta#eSof Delaware on November 27, 2007, and thenggibwers, designations, preferences
and relative, participating, optional and othercsglerights, and qualifications, limitations or téstions of the Series B Preferred Stock are set
forth in Appendix B hereto and are incorporateceheby reference.

SECTION C: PROVISIONS RELATING TO COMMON STOCK
I. The holders of record of Common Stock shalkentitled to one vote per share for all purposes

Il. Subject to the provisions of law and tkspective preferences of the Preferred Stock am&¢hial Preferred Stock, dividends may be
paid on the Common Stock of the Company at sucé &nd in such amounts as the Board of Directorsaeayn advisable.

lll. The Board of Directors of the Companyaigthorized to effect the elimination of sharest#fommon Stock purchased or otherwise
reacquired by the Company from the authorized abgibck or number of shares of the Company immhaner provided for in the General
Corporation Law of Delaware.

IV. No holder of Common Stock shall have ang-pmptive right to subscribe to stock, obligatiomarrants, rights to subscribe to stock or
other securities of any class, whether now or Hemeauthorized.

SECTION D. GENERAL

Subject to the provisions of law and the faiag provisions of this Certificate of Incorporatithe Company may issue shares of its
Preferred Stock and Serial Preference Stock or Gmm#tock, from time to time, for such consideraf{pat less than the par value or stated
value thereof) as may be fixed by the Board of &iwes, which is expressly authorized to fix the eamits absolute and uncontrolled
discretion, subject as aforesaid. Shares so issoledhich the consideration has been paid or éedid to the Company, shall be deemed fully
paid stock, and shall not be liable to any furttedt or assessments thereon, and the holders bfshares shall not be liable for any further
payments in respect of such shares.

FIFTH: Except for any action which may be talselely upon the vote or consent of holders ofRteferred Stock no action required to be
taken or which may be taken at any annual or spe@ating of the shareholders of the Company mataken by written consent without a
meeting, except that any such action may be tak#iout prior notice and without a vote, if consentvriting, setting forth the action so taken,
shall be signed by all the shareholders of the Gompvho would be entitled to notice of a meetinghaf shareholders held for such purpose.

SIXTH: The Board of Directors shall have trevgr to amend, alter or repeal the By-laws of tbenBany.
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SEVENTH: (a) The directors shall be dividetbithree classes, each of which shall be comp@sedearly as may be, of one-third of the
directors. The term of office of the directors loé ffirst class is to expire at the annual meetiniget held during the calendar year 1984, the termr
of office of the directors of the second clas®igxpire at the annual meeting to be held duriegctilendar year 1985 and the term of office of
the directors of the third class is to expire atdmnual meeting to be held during the calendar 3/286. At each annual meeting, commencing
with the annual meeting to be held during the adderyear 1984, each of the successors to the diseot the class whose term shall have
expired that year shall be elected for a term mgnintil the third annual meeting next succeediisgetection and until his successors shall
have been duly elected and shall have qualifiecggixthat, upon the filing of any vacancy in theaBbof Directors occurring other than by
expiration of term of office, a successor shalkbexted for the unexpired term. The Board of Disesmay determine the class or classes to
which directors shall be elected when there iga toumber of directors in excess of a number dilasby three. A decrease in the number of
directors shall not deprive any director of hida#fas such before the expiration of his term datl become effective until as and when the
term or terms of office for directors of the claslasses affected thereby shall expire or a v@canvacancies in such class or classes shall
occur.

(b) The provisions of this Article SEVENTH magt be amended, altered or repealed unless suehdment, alteration or repeal, as the
case may be, shall have been approved by the affirewvote of the holders of not less than twoethiof the total voting power of the
outstanding stock of the Company entitled to vhereon.

EIGHTH: Election of directors of the Comparsged not be by ballot unless and to the extentttigaBy-laws of the Company shall so
provide.

NINTH: Whenever a compromise or arrangemeptaposed between the Company and its creditoasprclass of them and/or between
Company and its shareholders or any class of thaegncourt of equitable jurisdiction within the Staif Delaware may, on the application in a
summary way of the Company or of any shareholdeethf or on the application of any receiver or nees appointed for this Company under
the provisions of section 291 of Title 8 of the &ghre Code or on the application of trustees iaddiigion or of any receiver or receivers
appointed for this Company under the provisionseaition 279 of Title 8 of the Delaware Code ordaregting of the creditors or class of
creditors, and/or of the shareholders or clashiafeholders of this Company, as the case may e stmmoned in such manner as the said
court directs. If a majority in number representingee-fourths in value of the creditors or clakesreditors, and/or of the shareholders or class
of shareholders of the Company, as the case magbee to any compromise or arrangement and teesorganization of the Company as the
consequence of such compromise or arrangemergatieeompromise or arrangement and the said rei@agaom shall, if sanctioned by the
court to which the said application has been maddyinding on all the creditors or class of creditand/or on all shareholders or class of
shareholders, of the Company, as the case maynbtealso on the Company.
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TENTH: The Company reserves the right to amatdr, change or repeal any provision contaimetthis Certificate of Incorporation, and
any other provisions authorized by the laws ofSkete of Delaware at the time in force may be adatédserted, in the manner now or
hereafter prescribed by law; and all rights, prfiees and privileges of whatsoever nature confemped shareholders, directors or any other
person whomsoever by and pursuant to this Cert#fio&lncorporation in its present form or as hieraamended are granted subject to the
right reserved in this Article TENTH.

ELEVENTH: (a) To the fullest extent that thert@ral Corporation Law of the State of Delawar# agists on the date hereof or as it may
hereafter be amended permits the limitation or ielition of the liability of directors, no directof the Corporation shall be liable to the
Corporation or its stockholders for monetary danségfge breach of fiduciary duty as a director. Noeswaiment to or repeal of this Article shall
apply to or have any effect on the liability oregjed liability of any director of the Corporatiar or with respect to any acts or omissions of
such director occurring prior to such amendmemepeal.

(b) In addition to any requirements of law amy other provisions herein or in the terms of ellags or series of capital stock having a
preference over the common stock of the Corporat#to dividends or upon liquidation (and not widinsling that a lesser percentage may be
specified by law), the affirmative vote of the held of 2/3 or more of the voting power of the tletstanding voting stock of the Corporation,
voting together as a single class, shall be requoeamend, alter or repeal any provision of thiscle.

This Restated Certificate of Incorporationjethonly restates and integrates and does notdugmend the provisions of the restated
certificate of incorporation of the Company as adezh was duly adopted in accordance with the pimvésof Section 245 of the General
Corporation Law of the State of Delaware. Thenedsliscrepancy between the provisions of the redtegrtificate of incorporation of the
Company as amended and the provisions of this Rels@ertificate of Incorporation.
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IN WITNESS WHEREOF, the Company has causesldéitificate to be signed by its duly authorizéfiter, this ___ day of March, 2008.
Milacron Inc.
By

Name:
Title:




Appendix A

AMENDED AND RESTATED CERTIFICATE OF THE VOTING POWES,
DESIGNATIONS, PREFERENCES AND RELATIVE
PARTICIPATING, OPTIONAL AND OTHER SPECIAL

RIGHTS AND QUALIFICATIONS, LIMITATIONS

OR RESTRICTIONS OF SERIES A

PARTICIPATING CUMULATIVE

PREFERRED STOCK OF
MILACRON INC.

Pursuant to Section 151 of the General Corporataw
of the State of Delaware

Milacron Inc., a corporation organized andsérp under the General Corporation Law of theeStditDelaware (the “Company”), in
accordance with the provisions of Sections 10351dg) thereof, DOES HEREBY CERTIFY:

1. That by resolution of the Board of Direstof the Company dated February 5, 1999, and bgrtfiCate of Designations filed in the offi
of the Secretary of State of the State of Delawsar&ebruary 5, 1999, the Company authorized assefi800,000 shares of Serial Preference
Stock of the Company designated as Series A Raatiog Preferred Stock (the “Series A Preferredi8fjoand established the voting powers,
preferences and relative, participating, optiomal ather special rights of the Series A Prefermdithe qualifications, limitations or restrictic
thereof.

2. As of the date hereof no shares of Seri®seferred Stock are outstanding and no sharesradsSA Preferred Stock have been issued.

3. That pursuant to the authority conferredtenBoard of Directors of the Company by its ReestaCertificate of Incorporation and the
provisions of Section 151(g) of the General CorpioraLaw of the State of Delaware, the Board ofedtors on June 9, 2004 adopted the
following resolution amending the voting powersefprences and relative, participating, optional atiner special rights of the Series A
Preferred Stock and the qualifications, limitatiemgestrictions thereof.

RESOLVED, that pursuant to the authocitpferred upon the Board of Directors of the Conypamd the Restated Certificate of
Incorporation and by the provisions of Section 3y bf the General Corporation Law of the State efdare, the voting powers, preferences
and relative, participating, optional and othercsglerights of the Series A Participating CumulatRreferred Stock of the Company, and the
qualifications, limitations or restrictions therdwd, and the same hereby are, amended in theietgrais follows:

SECTION 1. Designation and Number of 8barhe shares of such series shall be designatedesi®8SA Participating Cumulative
Preferred Stock” (the “Series A Preferred Stockhe number of shares initially constituting thei€eA




Preferred Stock shall be 300,000; pravideowever, that, if more than a total of 300,000 sharesenfes A Preferred Stock shall be
issuable upon the exercise of Rights (the “Righitssyied pursuant to the Rights Agreement dated Bslouary 5, 1999, between the
Company and Mellon Investor Services LLC (formdahown as ChaseMellon Shareholder Services, L.L&New Jersey limited liability
company, as Rights Agent (as such agreement maynkaded from time to time, the “Rights Agreemerttig Board of Directors of the
Company, pursuant to Section 151(g) of the Ger@oaporation Law of the State of Delaware, shakdiiby resolution or resolutions that a
certificate be properly executed, acknowledgeddféind recorded, in accordance with the provisadr&ection 103 thereof, providing for
the total number of shares of Series A PreferrediSauthorized to be issued to be increased (textent that the Restated Certificate of
Incorporation then permits) to the largest numbevtwle shares (rounded up to the nearest wholebeunissuable upon exercise of such
Rights.

SECTION 2. Dividends or Distributionéa) Subject to the prior and superior rightshaf holders of shares of the 4% Cumulative
Preferred Stock of the Company (the “Preferred IB)pany other series of Serial Preference Stociryr other class of capital stock of the
Company ranking prior and superior to the sharesaofes A Preferred Stock with respect to dividetioks holders of shares of the Series A
Preferred Stock shall be entitled to receive, wiasrand if declared by the Board of Directors,afuhe assets of the Company legally
available therefor, (1) quarterly dividends payahleash on the last day of each fiscal quarterich year, or such other dates as the Board
of Directors of the Company shall approve (eachhslate being referred to herein as a “Quarterlyidgind Payment Date”), commencing
on the first Quarterly Dividend Payment Date after first issuance of a share or a fraction ofaslof Series A Preferred Stock, in the
amount of $.01 per whole share (rounded to theastaent) less the amount of all cash dividendiaded on the Series A Preferred Stock
pursuant to the following clause (2) since the irdiately preceding Quarterly Dividend Payment Dateagth respect to the first Quarterly
Dividend Payment Date, since the first issuancangfshare or fraction of a share of Series A PrefeBtock (the total of which shall not, in
any event, be less than zero) and (2) dividendalgayin cash on the payment date for each castatidideclared on the Common Stock in
an amount per whole share (rounded to the neaga$t equal to the Formula Number (as hereinafténe@) then in effect times the cash
dividends then to be paid on each share of ComnbackSIn addition, if the Company shall pay anyidend or make any distribution on-
Common Stock payable in assets, securities or édiners of noncash consideration (other than divitdeor distributions solely in shares of
Common Stock), then, in each such case, the Comglaail/simultaneously pay or make on each outstagnahole share of Series A
Preferred Stock a dividend or distribution in liked equal to the Formula Number then in effecteinsuch dividend or distribution on each
share of the Common Stock. As used herein, thenitita Number” shall be 1,000; providetlowever, that, if at any time after February 5,
1999, the Company shall (i) declare or pay anydgind on the Common Stock payable in shares of ConBtack or make any distribution
on the Common Stock in shares of Common Stocks(i)divide (by a stock split or otherwise) the tanding shares of Common Stock i
a larger number of shares of Common Stock ord@inbine (by a reverse stock split or otherwise)ahistanding shares of Common Stock
into a smaller number of shares of Common Stock,




then in each such event the Formula Number shaltpested to a number determined by multiplyingFloemula Number in effect
immediately prior to such event by a fraction, tluenerator of which is the number of shares of Com&twck that are outstanding
immediately after such event and the denominatevioth is the number of shares of Common Stockdhabutstanding immediately prior
to such event (and rounding the result to the r¢avkole number); and provided furtttbat, if at any time after February 5, 1999, the
Company shall issue any shares of its capital stoekmerger, reclassification, or change of thistaunding shares of Common Stock, then
in each such event the Formula Number shall beogpiately adjusted to reflect such merger, recfesdion or change so that each share of
Preferred Stock continues to be the economic etprivaf a Formula Number of shares of Common Sfwak to such merger,
reclassification or change.

(b) The Company shall declare a dividendistribution on the Series A Preferred Stockiavided in Section 2(a) immediately prior
to or at the same time it declares a dividend strihiution on the Common Stock (other than a dinéler distribution solely in shares of
Common Stock); provideghowever, that, in the event no dividend or distributiotih@r than a dividend or distribution in shares of
Common Stock) shall have been declared on the Con8tmck during the period between any Quarterlyidzind Payment Date and the
next subsequent Quarterly Dividend Payment Datividend of $.01 per share on the Series A Predegteck shall nevertheless be paye
on such subsequent Quarterly Dividend Payment Oéie Board of Directors may fix a record date fer tetermination of holders of
shares of Series A Preferred Stock entitled toivece dividend or distribution declared thereonjalirecord date shall be the same as the
record date for any corresponding dividend or ittiation on the Common Stock.

(c) Dividends shall begin to accrue arccbmulative on outstanding shares of Series Aeled Stock from and after the Quarterly
Dividend Payment Date next preceding the dateigfral issue of such shares of Series A PrefertedkS provided however, that
dividends on such shares which are originally idsaféer the record date for the determination dfiés of shares of Series A Preferred
Stock entitled to receive a quarterly dividend andr prior to the next succeeding Quarterly Dividéayment Date shall begin to accrue
and be cumulative from and after such Quarterlidgind Payment Date. Notwithstanding the foregodigidends on shares of Series A
Preferred Stock which are originally issued printhte record date for the determination of holdérshares of Series A Preferred Stock
entitled to receive a quarterly dividend on thstfiQuarterly Dividend Payment Date shall be catedlas if cumulative from and after the
last day of the fiscal quarter next preceding thi @f original issuance of such shares. Accrue¢dibpaid dividends shall not bear interest.
Dividends paid on the shares of Series A PrefeBtedk in an amount less than the total amount cif slividends at the time accrued and
payable on such shares shall be allocated prragashare-by-share basis among all such shattes titne outstanding.

(d) So long as any shares of the Seri®seferred Stock are outstanding, no dividendgtoeradistributions shall be declared, paid or
distributed, or set aside for




payment or distribution, on the Common Stock unlgssach case, the dividend required by this 8r@ito be declared on the Series A
Preferred Stock shall have been declared.

(e) The holders of the shares of Seriég&erred Stock shall not be entitled to receiwe dividends or other distributions except as
provided herein.

SECTION 3. Voting Right3he holders of shares of Series A Preferred Stbak bave the following voting rights:

(a) Each holder of Series A Preferreccis&hall be entitled to a number of votes equahéoFormula Number then in effect, for each
share of Series A Preferred Stock held of recordawh matter on which holders of the Common Steodktackholders generally are entitled
to vote, multiplied by the maximum number of vopes share which any holder of the Common Stockamkholders generally then have
with respect to such matter (assuming any holderipg or other requirement to vote a greater nurobshares is satisfied).

(b) Except as otherwise provided hereibyoapplicable law, the holders of shares of Sefid’referred Stock and the holders of
shares of Common Stock shall vote together as laiss tor the election of directors of the Compang an all other matters submitted to a
vote of stockholders of the Company.

(c) If, at the time of any annual meetofgtockholders for the election of directors, dugiivalent of six quarterly dividends (whether
or not consecutive) payable on any share or studir8sries A Preferred Stock are in default, the beinof directors constituting the Boarc
Directors of the Company shall be increased by twaddition to voting together with the holdersGdmmon Stock for the election of ol
directors of the Company, the holders of recorthefSeries A Preferred Stock, voting separately elass to the exclusion of the holders of
Common Stock, shall be entitled at said meetingt@tkholders (and at each subsequent annual mextstgckholders), unless all
dividends in arrears have been paid or declaredsandpart for payment prior thereto, to vote far ¢lection of two directors of the
Company, the holders of any Series A Preferredi3teing entitled to cast a number of votes peresbéSeries A Preferred Stock equal to
the Formula Number. Until the default in paymerftalbdividends which permitted the election ofdsdirectors shall cease to exist, any
director who shall have been so elected pursuahtoext preceding sentence may be removed atraaywithout cause, only by the
affirmative vote of the holders of the shares afi€@eA Preferred Stock at the time entitled to @astajority of the votes entitled to be cast
for the election of any such director at a spetiakting of such holders called for that purposd,amy vacancy thereby created may be
filled by the vote of such holders. If and whenlsdefault shall cease to exist, the holders ofSees A Preferred Stock shall be diveste
the foregoing special voting rights, subject toasting in the event of each and every subsequentéfault in payments of dividends. Upon
the termination of the foregoing special votinghtiy the terms of office of all persons who mayehbgen elected directors pursuant to said
special voting rights shall forthwith terminate dathe number of directors constituting the Boar®woéctors shall be reduced by two. The
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voting rights granted by this Section 3(c) shalifbaddition to any other voting rights grantedtie holders of the Series A Preferred Stock
in this Section 3.

(d) Except as provided herein, in Secfi@ror by applicable law, holders of Series A Pmefeé Stock shall have no special voting
rights and their consent shall not be required€pkto the extent they are entitled to vote withdbos of Common Stock as set forth herein)
for authorizing or taking any corporate action.

SECTION 4. Certain Restrictioifa) Whenever quarterly dividends or other divideoddistributions payable on the Series A
Preferred Stock as provided in Section 2 are ieaas; thereafter and until all accrued and unpaidehds and distributions, whether or not
declared, on shares of Series A Preferred Stogtanding shall have been paid in full, the Compstmsll not:

(i) declare or pay dividends on, make any othgtributions on, or redeem or purchase or otismacquire for consideration any shares
of stock ranking junior (either as to dividendsupon liquidation, dissolution or winding up) to tBeries A Preferred Stock;

(i) declare or pay dividends on or make atheodistributions on any shares of stock rankin@arity (either as to dividends or upon
liquidation, dissolution or winding up) with the 8z A Preferred Stock, except dividends paid fgtah the Series A Preferred Stock and
all such parity stock on which dividends are pagailin arrears in proportion to the total amouatehich the holders of all such shares are
then entitled;

(iii) redeem or purchase or otherwise acqgfgreconsideration shares of any stock ranking parity (either as to dividends or upon
liquidation, dissolution or winding up) with the i8es A Preferred Stock; providékat the Company may at any time redeem, purchase o
otherwise acquire shares of any such parity ste@xchange for shares of any stock of the Compankimg junior (either as to dividends
upon dissolution, liquidation or winding up) to tBeries A Preferred Stock; or

(iv) purchase or otherwise acquire for consitlen any shares of Series A Preferred Stockngrshares of stock ranking on a parity with
the Series A Preferred Stock, except in accordaiittea purchase offer made in writing or by pultica (as determined by the Board of
Directors) to all holders of such shares upon taohs as the Board of Directors, after considenatiothe respective annual dividend rates
and other relative rights and preferences of thpeetive series and classes, shall determine id fpiih will result in fair and equitable
treatment among the respective series or classes.

(b) The Company shall not permit any &ibsy of the Company to purchase or otherwise aedor consideration any shares of
stock of the Company unless the Company could, upaiagraph (a) of this Section 4, purchase orrafise acquire such shares at such
time and in such manner.




SECTION 5. Liguidation Rightslpon the liquidation, dissolution or winding uptbe Company, whether voluntary or involuntary
distribution shall be made (1) to the holders arss of Common Stock or any other shares of staakimg junior (either as to dividends or
upon liquidation, dissolution or winding up) to tBeries A Preferred Stock unless, prior there®hibiders of shares of Series A Preferred
Stock shall have received an amount equal to tbreiad and unpaid dividends and distributions theredether or not declared, to the date
of such payment, plus an amount equal to the gre&(g) $.01 per whole share or (y) an aggregateunt per share equal to the Formula
Number then in effect times the aggregate amoubétdistributed per share to holders of Commonksto?2) to the holders of stock
ranking on a parity (either as to dividends or upguidation, dissolution or winding up) with the$es A Preferred Stock, except
distributions made ratably on the Series A PreteBtock and all other such parity stock in promortio the total amounts to which the
holders of all such shares are entitled upon sigcidiation, dissolution or winding up.

SECTION 6. Consolidation, Merger, Bttcase the Company shall enter into any consadidamerger, combination or other
transaction in which the shares of Common Stocleachanged for or changed into other stock or $esircash or any other property, t
in any such case the then outstanding shares wsS&Preferred Stock shall at the same time bdagiynexchanged or changed into an
amount per share equal to the Formula Number thefféct times the aggregate amount of stock, #&esjrcash or any other property
(payable in kind), as the case may be, into whictoiowhich each share of Common Stock is exchamgedhanged. In the event both this
Section 6 and Section 2 appear to apply to a trtiese this Section 6 will control.

SECTION 7. No Redemption; No Sinking Fufa The shares of Series A Preferred Stock shabesubject to redemption by the
Company or at the option of any holder of SerieBréferred Stock; providechowever, that the Company may purchase or otherwise
acquire outstanding shares of Series A PreferreckSh the open market or by offer to any holdeholders of shares of Series A Preferred
Stock.

(b) The shares of Series A PreferrediSstall not be subject to or entitled to the oderabf a retirement or sinking fund.

SECTION 8. Rankingd-he Series A Preferred Stock shall rank junioht® Preferred Stock and to all other series of BBrigference
Stock of the Company with respect to the paymeimtivaflends and the distribution of assets uponidigtion, dissolution or winding up,
unless, in the case of a series of Serial Prefer8mnack, the Board of Directors shall specificaltermine otherwise in fixing the powers,
preferences and relative, participating, optiomal ather special rights of the shares of such sae the qualifications, limitations and
restrictions thereof.

SECTION 9. Fractional Shar@fe Series A Preferred Stock shall be issuable epercise of the Rights issued pursuant to thets
Agreement in whole shares or in any fraction ofiare that is one one-thousandth (1/1,000) of aestraany integral multiple of such
fraction which shall entitle the holder, in proportto such




holder’s fractional shares, to receive dividendgreise voting rights, participate in distributicsusd to have the benefit of all other rights of
holders of Series A Preferred Stock. In lieu otfianal shares, the Company, prior to the firatgge of a share or a fraction of a share of
Series A Preferred Stock, may elect (a) to makash payment as provided in the Rights Agreemerftdations of a share other than one
onethousandth (1/1,000) of a share or any integratipialthereof or (b) to issue depository receiptslencing such authorized fraction ¢
share of Series A Preferred Stock pursuant to arogpate agreement between the Company and a itleyoselected by the Company;
providedthat such agreement shall provide that the holofessich depository receipts shall have all thetsgprivileges and preferences to
which they are entitled as holders of the Seri¢zréerred Stock.

SECTION 10. Reacquired Sharesy shares of Series A Preferred Stock purchasedharwise acquired by the Company in any
manner whatsoever shall be retired and canceledpify after the acquisition thereof. All such stesdall upon their cancelation become
authorized but unissued shares of Serial Prefer8tmek, without designation as to series until ssttdres are once more designated as part
of a particular series by the Board of Directorsspiant to the provisions of Article FOURTH of thed®ated Certificate of Incorporation.

SECTION 11. Amendmemione of the powers, preferences and relative, gipatiing, optional and other special rights of 8ezies £
Preferred Stock as provided herein or in the Regdt&ertificate of Incorporation shall be amendedrig manner which would alter or
change the powers, preferences, rights or privilegiehe holders of Series A Preferred Stock sto affect them adversely without the
affirmative vote of the holders of at least 66-2/8#the outstanding shares of Series A Preferredk$Svoting as a separate class; provided
however, that no such amendment approved by the holdeaslefist 66-2/3% of the outstanding shares oeSekiPreferred Stock shall be
deemed to apply to the powers, preferences, rightsivileges of any holder of shares of Seriesréf@red Stock originally issued upon
exercise of the Rights after the time of such apgrwithout the approval of such holder.
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Appendix E

CERTIFICATE OF DESIGNATION OF VOTING POWERS,
DESIGNATION, PREFERENCES
AND RELATIVE, PARTICIPATING, OPTIONAL AND
OTHER SPECIAL RIGHTS,
AND QUALIFICATIONS, LIMITATIONS
AND RESTRICTIONS

OF
6.0% SERIES B CONVERTIBLE PREFERRED STOCK
OF
MILACRON INC.

Pursuant to Section 151 of the
General Corporation Law of the State of Delaware

Milacron Inc., a Delaware corporationg(thCompany’), certifies that pursuant to the authority con&l in Article FOURTH of its
Restated Certificate of Incorporation, as amentlesl { Certificate of Incorporatiot), and in accordance with the provisions of Setti®1 of
the General Corporation Law of the State of Delawtre Board of Directors of the Company (the “ Bida at a meeting duly called and held
on June 9, 2004, duly approved and adopted thewoil resolution, which resolution remains in fidtce and effect on the date hereof:

RESOLVED, that, pursuant to the authovitgted in the Board in accordance with the prowssiof the Certificate of Incorporation, a
series of Serial Preference Stock (as defineddrCirtificate of Incorporation) is hereby created that the designation and number of shares

thereof and the voting powers, preferences antive)garticipating, optional and other speciahtgof such series, and qualifications,
limitations and restrictions thereof are as follows

1. Designation and Number of Shafiéee shares of such series shall be designated @ ‘Beries B Convertible Preferred Stock” (the “
Series B Preferred Sto¢k The authorized number of shares of Series BePred Stock shall be nine hundred thousand (90),0he
Company shall be permitted to issue fractionaleshaf Series B Preferred Stock that shall entiiehtolder thereof, in proportion to such
holder’s fractional shares, to exercise voting tégheceive dividends, participate in distributi@mg to have the benefit of all other rights of
holders of Series B Preferred Stock.




2. RankingThe Series B Preferred Stock shall, with respedivmend distributions and distributions upon tigeiidation, windingup or
dissolution of the Company, rank (i) senior to @@mmon Stock and to any and all other classes enessof capital stock of the Company
(other than the Existing Preferred Stock) the teomshich do not expressly provide that it ranksiseto or on a parity with the Series B
Preferred Stock as to dividend distributions argdritiutions upon the liquidation, winding-up orsbsution of the Company (collectively
referred to with the Common Stock as “ Junior Siiesr”); (ii) on a parity with any additional shares®&ries B Preferred Stock issued by the
Company in the future, and any other class or s@fieapital stock issued by the Company and agarty the holders of the Series B
Preferred Stock as required by Sections 10(vii) Bo(@iii) hereof the terms of which expressly pawithat such class or series will rank on a
parity with the Series B Preferred Stock as tod#ivid distributions and distributions upon the littion, winding-up or dissolution of the
Company (collectively referred to as “ Parity Sétbes ”); and (iii) junior to the Existing Preferred Stoand to any other class or series of
capital stock issued by the Company and approvatidfolders of the Series B Preferred Stock asimed| by Sections 10(vii) and 10(viii)
hereof the terms of which expressly provide thahstlass or series will rank senior to the Serid&erred Stock as to dividend distributions
and distributions upon the liquidation, winding-mpdissolution of the Company (collectively refette with the Existing Preferred Stock as “
Senior Securitiey).

3. Dividends.

(i) The holders of shares of Series Bd?red Stock shall be entitled to receive, wherarad if declared by the Board out of assets of the
Company legally available therefor, cumulative dends accruing at the rate per annum of $12.08hzee, payable quarterly in arrears on the
first days of March, June, September and Decenmbeach year, commencing on the first day of Sepéen®04 (each a_* Dividend Payment
Date” and each such quarterly period being a “ Divid&wdtiod”); provided, that (a) if any such Dividend Payment Date isan8usiness Da
such payment shall be made on the next succeedisigé&ss Day and (b) accumulated and unpaid diveléardany prior Dividend Period may
be paid at any time. Except as provided in SectBfisand 5(iii) hereof, dividends will be payaktecash.

(i) If the Company is prohibited on aDiwidend Payment Date by the terms of the Certiéiazf Incorporation or its Financing
Agreements from paying dividends in cash, the Camip#i not prohibited by the Certificate of Incomation, may elect, when, as and if
declared by the Board out of assets of the Comjegally available therefor, to pay dividends thrbube issuance of additional shares of
Series B Preferred Stock at a rate per annum aD®Jger share. The number of additional shareenéS B Preferred Stock that are issued to
holders of Series B Preferred Stock will be the hanobtained by dividing (a) the total dollar ambahcumulative dividends due and payable
on the applicable Dividend Payment Date by (b)Uiggiidation Preferencegrovided, that the Company shall not be required to issagtibnal
shares of Series B Preferred Stock, but in lievetbfemay, if not restricted by the Certificate nEbrporation or its Financing Agreements, elect
to pay in cash the portion of any




dividend payable in shares of Series B PreferredkSthat would otherwise require the issuancefodietional share.

(iif) Dividends on the Series B Preferftck shall accrue whether or not the Companyehasings or profits, whether or not there are
funds legally available for the payment of suchidi?mds and whether or not dividends are declaredd@&nds will accumulate to the extent
they are not paid on the Dividend Payment DatelferDividend Period to which they relate.

(iv) No dividend whatsoever shall be deetl or paid upon, or any sum set apart for thengay of dividends upon, any outstanding s
of the Series B Preferred Stock with respect toRiwvjdend Period unless all dividends for all préicgy Dividend Periods have been declared
and paid upon, or declared and a sufficient surajsatt for the payment of such dividends uponguatistanding shares of Series B Preferred
Stock. Unless full cumulative dividends on all datsling shares of Series B Preferred Stock fquast Dividend Periods shall have been
declared and paid, or declared and a sufficientfsurthe payment thereof set apart, then: (a) nwdnd (other than a dividend payable solely
in shares of any Junior Securities) shall be dedlar paid upon, or any sum set apart for the paywfedividends upon, any shares of Junior
Securities or Parity Securities, except dividenaisl patably on the Series B Preferred Stock anduadh Parity Securities on which dividends
are payable or in arrears in proportion to thel ataounts to which the holders of all such sharegfzen entitled; (b) no other distribution shall
be declared or made upon, or any sum set apattidggayment of any distribution upon, any shareduofor Securities, other than a distribu
consisting solely of Junior Securities; (c) no glsasf Junior Securities shall be purchased, redé@metherwise acquired or retired for value
(excluding an exchange for shares of Junior Sees)yiby the Company or any of its subsidiaries; @)do monies shall be paid into or set
apart or made available for a sinking or other fiked for the purchase, redemption or other actioisor retirement for value of any shares of
Junior Securities by the Company or any of its gliages. Other than dividends which may, at théaypof the Company, be declared (and in
such case only if, and to the extent that, any slimdends are declared) pursuant to Section 4(x@rgof, holders of the Series B Preferred
Stock will not be entitled to any dividends, whetpayable in cash, property or stock, in excegb@full cumulative dividends as herein
described.

(v) Accrued but unpaid dividends shall bear interest.

4, Conversion Rights.

(i) A holder of shares of Series B PreddrStock may convert such shares at any timessigeviously redeemed, at the option of the
holder thereof, into shares of Common Stock. Ferhrposes of conversion, each share of SeriegferRed Stock shall be valued at an
amount equal to its Liquidation Preference, whiotoant shall be divided by the Conversion Priceffact on the applicable Conversion Date
(as defined in Section 4(ii) hereof) to determine humber of shares of Common Stock issuable upowecsion. The right to convert shares of
Series B Preferred Stock called for redemptionyamsto Section 7 hereof shall terminate at theeclaf business
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on the Business Day preceding the Applicable RetiemPate and shall be lost if not exercised ptiothat time, unless the Company shall
default in payment of the Applicable Redemptiorc€rimmediately upon conversion, any shares of edad Series B Preferred Stock shall
automatically become and be restored to the stdtasthorized but unissued Series B Preferred Stbekrights of the holder of any shares of
converted Series B Preferred Stock shall ceasehenplerson(s) entitled to receive the Common Stipan the conversion of such shares of
Series B Preferred Stock shall be treated foraibpses as having become the owners of such Corfstoak.

(i) To convert Series B Preferred Stazkolder must (a) surrender the certificate ofifggates evidencing the shares of Series B
Preferred Stock to be converted, duly endorsedanra satisfactory to the Company, at the officeéhaf Company or the Transfer Agent,
(b) notify the Company at such office that suchdeolelects to convert Series B Preferred Stocklameiumber of shares such holder wishes to
convert, (c) state in writing the name or namesfiich such holder wishes the certificate or cexdifes for shares of Common Stock to be
issued, and (d) pay any transfer or similar takedfuired. In the event that a holder fails to fyatie Company of the number of shares of
Series B Preferred Stock which such holder wisbednvert, such holder shall be deemed to havéegléo convert all shares represented by
the certificate or certificates surrendered fonasion. The date on which the holder satisfiesh@lrequirements in the first section of this
Section 4(ii) is the “ Conversion DateAs soon as practical after the applicable ConvarBiate, the Company shall deliver a certificatetfa
number of shares of Common Stock issuable upondheersion, and a new certificate representinguti@mnverted portion, if any, of the
shares of Series B Preferred Stock representelebgetrtificate or certificates surrendered for @sion. The person in whose name the
Common Stock certificate is registered shall batee as the stockholder of record on and afteagiplicable Conversion Date. No payment or
adjustment will be made for accrued and unpaiddéinds on converted shares of Series B Preferradk tdfor dividends on any Common
Stock issued upon such conversion. The holderanfrceof a share of Series B Preferred Stock atlibee of business on a record date with
respect to the payment of dividends on the SeriBseBerred Stock will be entitled to receive sushdinds with respect to such share of
Series B Preferred Stock on the corresponding BividPayment Date, notwithstanding the conversisuoh share after such record date and
prior to such Dividend Payment Date. No paymeradjustment will be made upon conversion of shafé&edes B Preferred Stock for
dividends with respect to the Common Stock issysghisuch conversion. If a holder of Series B Prete6tock converts more than one share
at a time, the number of full shares of Common [Stesuable upon conversion shall be based on taédonversion value of all shares of
Series B Preferred Stock converted. If the lastatawhich Series B Preferred Stock may be convestedt a Business Day, Series B Prefe
Stock may be surrendered for conversion on the siwdeeding Business Day.

(iif) The Company shall not be requireddsue any fractional shares of Common Stock w@owmwersion of Series B Preferred Stock, but
in lieu thereof may elect to pay a cash adjustrbesed upon the closing price of the Common StodkemBusiness Day prior to the
Conversion Date.




(iv) If a holder converts shares of SeiePreferred Stock, the Company shall pay any miectiary, stamp or similar issue or transfer tax
due on the issue of shares of Common Stock upoodireersion. However, the holder shall pay any gaghhat is due because the shares are
issued in a name other than the holder’'s name.

(v) The Company has reserved and shalimmee to reserve out of its authorized but unidgsiemmon Stock or its Common Stock held
in treasury enough shares of Common Stock to pahmitonversion of the Series B Preferred StodllinAll shares of Common Stock that
may be issued upon conversion of Series B Pref@teck shall be fully paid and nonassessable.

(vi) In case the Company shall pay or enaldividend or other distribution on any classagital stock of the Company in Common
Stock, other than any regularly scheduled dividen@ny other preferred stock which does not triggsr anti-dilution provisions in any other
security, the Conversion Price in effect at thenipg of business on the day following the datedixer the determination of stockholders
entitled to receive such dividend or other disttiitnu shall be reduced by multiplying such Convendiyice by a fraction the numerator of
which shall be the number of shares of Common Stotgtanding at the close of business on the datd for such determination and the
denominator of which shall be the sum of such nursbshares and the total number of shares cotisgitsuch dividend or other distribution,
such reduction to become effective immediatelyrafie opening of business on the day followingdhte fixed for determination of the
holders entitled to such dividends and distribwidror the purposes of this Section 4(vi), the neindb shares of Common Stock at any time
outstanding shall not include shares held in teasury of the Company. The Company will not pay @dimidend or make any distribution on
shares of Common Stock held in the treasury oCvapany.

(vii) In case the Company shall issuéitsg options or warrants to all holders of its Commn$tock (other than pursuant to the Rights
Offering) entitling them to subscribe for, purchasecquire shares of Common Stock at a price Ipgedess than the current market price per
share (determined as provided in Section 4(xi) ¢feiEf the Common Stock on the date fixed for tie¢edmination of stockholders entitled to
receive such rights, options or warrants, the Cmsior Price in effect at the opening of businesshenday following the date fixed for such
determination shall be reduced by multiplying s@anversion Price by a fraction the numerator ofatghall be the number of shares of
Common Stock outstanding at the close of businegsh@date fixed for such determination plus theber of shares of Common Stock which
the aggregate of the offering price of the totahber of shares of Common Stock so offered for sugtsan, purchase or acquisition would
purchase at such current market price and the deaton of which shall be the number of shares aih@mwn Stock outstanding at the close of
business on the date fixed for such determinatios fhe number of shares of Common Stock so offemedubscription, purchase or
acquisition, such reduction to become effective edrately after the opening of business on the digviing the date fixed for determination
of the holders entitled to such rights, optionsvarrants. However, upon the expiration of any rigiption or warrant to purchase Common
Stock, the issuance of which resulted in an adjestrin the Conversion Price pursuant to this
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Section 4(vii), if any such right, option or wartaall expire and shall not have been exerciserlConversion Price shall be recomputed
immediately upon such expiration and effective indrately upon such expiration shall be increasetthéqprice it would have been (but
reflecting any other adjustments to the Converfidoe made pursuant to the provisions of this 8actiafter the issuance of such rights,
options or warrants) had the adjustment of the @mign Price made upon the issuance of such rightsns or warrants been made on the
basis of offering for subscription or purchase dhigt number of shares of Common Stock actuallgmsed upon the exercise of such rights,
options or warrants. No further adjustment shalifaele upon exercise of any right, option or warifaay adjustment shall be made upon the
issuance of such security. For the purposes ofdion 4(vii), the number of shares of Commorcistt any time outstanding shall not
include shares held in the treasury of the Comp@hg.Company will not issue any rights, optionsvarrants in respect of shares of Common
Stock held in the treasury of the Company.

(viii) In case the outstanding share€ofmmon Stock shall be subdivided into a greaterbermof shares of Common Stock, the
Conversion Price in effect at the opening of businen the day following the day upon which suchdéubion becomes effective shall be
reduced, and, conversely, in case the outstantiages of Common Stock shall each be combined istoaller number of shares of Common
Stock, the Conversion Price in effect at the opgmihbusiness on the day following the day uponcivlsuch combination becomes effective
shall be increased, to equal the product of thev€aion Price in effect on such date and a fradtiennumerator of which shall be the number
of shares of Common Stock outstanding immediatgbyr po such subdivision or combination, as theeaasy be, and the denominator of
which shall be the number of shares of Common Statktanding immediately after such subdivisioma@mbination, as the case may be. Such
reduction or increase, as the case may be, shaihie effective immediately after the opening ofibeiss on the day following the day upon
which such subdivision or combination becomes éffec

(ix) In case the Company shall, by divider otherwise, distribute to all holders of itsr@mon Stock (a) evidences of its indebtedne
(b) shares of any class of capital stock, cashlmrassets (including securities, but excludingagy rights, options or warrants referred to in
Section 4(vii) hereof, (y) any dividends or distrilons referred to in Sections 4(vi) or 4(viii) bef, and (z) cash dividends paid from the
Company’s retained earnings), then, in each cheeConversion Price in effect at the opening ofriess on the day following the date fixed
for the determination of holders of Common Stocktkal to receive such distribution shall be adgalsby multiplying such Conversion Price
by a fraction of which the numerator shall be therent market price per share (determined as peavid Section 4(xi) hereof) of the Comn
Stock on such date of determination (or, if earlr the date on which the Common Stock goes “eideind” in respect of such distribution)
less the then fair market value as determined b\Bibard (whose determination shall be conclusivesirall be described in a statement filed
with the Transfer Agent) of the portion of the dapstock, cash or other assets or evidences ebtedness so distributed (and for which an
adjustment to the Conversion Price has not prelycaesen made pursuant to the terms of this Section
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4) applicable to one share of Common Stock, andé&mminator shall be such current market priceshare of the Common Stock, such
adjustment to become effective immediately afterapening of business on the day following the d&getermination of the holders entitled
to such distribution.

(x) The reclassification or change of Goom Stock into securities, including securitieseotthan Common Stock (other than any
reclassification upon a consolidation or mergewkich Section 4(xviii) hereof shall apply) shall deemed to involve (a) a distribution of such
securities other than Common Stock to all holdéiGmmmon Stock (and the effective date of suchassification shall be deemed to be “the
date fixed for the determination of holders of Coom$tock entitled to receive such distribution”hirt the meaning of Section 4(ix) hereof),
and (b) a subdivision or combination, as the caag b, of the number of shares of Common Stockand#ng immediately prior to such
reclassification into the number of Common Shargstanding immediately thereafter (and the effectiate of such reclassification shall be
deemed to be “the day upon which such subdivisemomes effective” or “the day upon which such carabion becomes effective,” as the
case may be, and “the day upon which such subdivisi combination becomes effective” within the miag of Section 4(viii) hereof).

(xi) For the purpose of any computatioler Sections 4(vii) or 4(ix) above, the currentkeaprice per share of Common Stock on any
day shall be deemed to be the average of the @léFices of the Common Stock for the 20 consectiragling Days ending the day before
day in questionprovided, that, in the case of Section 4(ix), if the permmween the date of the public announcement oditidend or
distribution and the date for the determinatiomolders of Common Stock entitled to receive suefidénd or distribution (or, if earlier, the
date on which the Common Stock goes “ex-dividend’eispect of such dividend or distribution) shallléss than 20 Trading Days, the period
shall be such lesser number of Trading Days butninevent, not less than five Trading Days.

(xii) No adjustment in the Conversionderneed be made until all cumulative adjustmentsuatito 1% or more of the Conversion Price
as last adjusted. Any adjustments that are not rehadkbe carried forward and taken into accourtrip subsequent adjustment. All
calculations under this Section 4 shall be madbemearest 1/10,000th of a cent or to the ne&f&8{000th of a share, as the case may be.

(xiil) For purposes of this Section 4,0i@mon Stock” includes any stock of any class ofGoenpany which has no preference in respect
of dividends or of amounts payable in the everdrof voluntary or involuntary liquidation, dissolri or winding-up of the Company and
which is not subject to redemption by the Compéaigywever, subject to the provisions of Section 4i{(xbielow, shares issuable on conversion
of shares of Series B Preferred Stock shall includg shares of the class designated as Commork Stothe Issuance Date or shares of any
class or classes resulting from any reclassificatiereof and which have no preferences in resgfaditzidends or amounts payable in the e
of any voluntary or involuntary liquidation, disatibn or winding-up of the Company and which aré subject to redemption by
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the Companyprovided,that, if at any time there shall be more than ar@hsesulting class, the shares of each such ttlaasso issuable shall
be substantially in the proportion which the tatamber of shares of such class resulting fromuahgeclassifications bears to the total nun
of shares of all such classes resulting from alhswclassifications.

(xiv) No adjustment in the Conversioncershall reduce the Conversion Price below the plaevalue of the Common Stock. No
adjustment in the Conversion Price need be maderu®elction 4(vi), 4(vii) and 4(ix) above if the Cpamy issues or distributes to each holder
of Series B Preferred Stock the shares of CommockSevidences of indebtedness, assets, rightengpdr warrants referred to in those
Sections which each holder would have been entiledceive had Series B Preferred Stock been cted/anto Common Stock prior to the
happening of such event or the record date witheesthereto.

(xv) Whenever the Conversion Price isiatfjd, the Company shall promptly mail to holddrSeries B Preferred Stock, first class,
postage prepaid, a notice of the adjustment. Thapgaay shall file with the Transfer Agent a certifie from the Company’s independent
public accountants briefly stating the facts reiggithe adjustment and the manner of computingubject to Section 4(xvi) hereof, the
certificate shall be conclusive evidence that tii@stment is correct.

(xvi) The Company from time to time maguce the Conversion Price if it considers suchctdns to be advisable in order that any
event treated for federal income tax purposesdigidend of stock or stock rights will not be tal@ko the holders of Common Stock by any
amount, but in no event may the Conversion Prickegethan the par value of a share of Common Switlienever the Conversion Price is
reduced, the Company shall mail to holders of SaBi€®referred Stock a notice of the reduction. Thenpany shall mail, first class, postage
prepaid, the notice at least 15 days before the tti&t reduced Conversion Price takes effect. Thieenshall state the reduced Conversion Price
and the period it will be in effect. A reductiontbe Conversion Price does not change or adjusttiiversion Price otherwise in effect for
purposes of Sections 4(vi), 4(vii), 4(viii) and»j(hereof.

(xvii) If:

(a) the Company takes any action which woaffuire an adjustment in the Conversion Price putsioaSections 4(vi), 4(vii), 4(viii) or 4
(i) hereof;

(b) the Company consolidates or merges wittramsfers all or substantially all of its asgetsanother Person, and stockholders of the
Company must approve the transaction; or

(c) there is a liquidation, winding-up or digtion of the Company;

the Company shall mail to holders of the Serieg&d?Pred Stock, first class, postage prepaid, &aastating the proposed record or effective
date, as the case may be. The Company shall mail




the notice at least 10 days before such date. Hemvéailure to mail the notice or any defect ishiall not affect the validity of any transaction
referred to in clause (a), (b) or (c) of this Sewti(xvii).

(xviii) In the case of any consolidatiohthe Company or the merger of the Company witintr any other Person or the sale or transfer
of all or substantially all the assets of the Comppursuant to which the Common Stock is conveirigmlother securities, cash or assets, upon
consummation of such transaction, any share oeS&iPreferred Stock then remaining outstandintj abhtomatically become convertible ir
the kind and amount of securities, cash or othegtageceivable upon the consolidation, mergee, @alransfer by a holder of the number of
shares of Common Stock into which such share aéS& Preferred Stock might have been convertedddiately prior to such consolidation,
merger, transfer or sale (assuming such holdemafil@on Stock failed to exercise any rights of etatand received per share the kind and
amount of consideration receivable per share hyality of nonelecting shares). Appropriate adjustment (as detemrby the Board) shall
made in the application of the provisions heretrfeeh with respect to the rights and interestr#after of the holders of Series B Preferred
Stock, to the end that the provisions set fortteimefincluding provisions with respect to changeard other adjustment of the Conversion
Price) shall thereafter be applicable, as nearkgasonably may be, in relation to any sharesawkstr other securities or property thereafter
deliverable upon the conversion of Series B Prete8tock. If this Section 4(xviii) applies, Secsof(vi), 4(viii) and 4(x) hereof do not apply.

(xix) The initial Conversion Price shb# subject to a one-time adjustment to $1.75 effieainmediately after the open of business on
June 30, 2005 if and only if the Consolidated Ciélshv for the fiscal year ending December 31, 2@0kes$s than $50,000,000. If such one-time
adjustment is required to be made, and any ottjasimdents to the Conversion Price have been madipnt to this Section 4 prior to such
one-time adjustment, in order to effectuate sudttime adjustment the Conversion Price in effechediately prior to such one-time
adjustment shall be reduced by multiplying suchv@osion Price by a fraction the numerator of whsblll be 1.75 and the denominator of
which shall be 2.00 effective immediately after tpen of business on June 30, 2005 and no othastatgnt shall be required pursuant to this
Section 4(xix).

(xx) In any case in which this Sectioghall require that an adjustment as a result ofeaeynt becomes effective from and after a record
date, the Company may elect to defer until afterdbcurrence of such event the issuance to thehofdany shares of Series B Preferred S
converted after such record date and before therauce of such event of the additional sharesash@on Stock issuable upon such
conversion over and above the shares issuableedpattis of the Conversion Price in effect immetligtéor to adjustmentprovided,
however, that if such event shall not have occurred antia@iration of such event shall be rescinded byGbmpany, the Conversion Price
shall be recomputed immediately upon such resceigsiche price that would have been in effect hazhevent not been authorizgdovided,
that such rescission is permitted by and effeativéer applicable laws.
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5. Mandatory Conversion.

(i) Each share of Series B Preferred IStant previously converted will automatically comvimto shares of Common Stock on June 10,
2011 or, if a Conversion Date Deferral has occumestcordance with Section 5(iv) hereof, the Nesn@ersion Date (as defined in Section 5
(iv) hereof) (either June 10, 2011 or the New Cosiom Date, as applicable, the “ Mandatory Conwerddate”). For the purposes of such
conversion, each share of Series B Preferred Stioak be valued at an amount equal to its LiquataRreference, which amount shall be
divided by the Conversion Price in effect on thenllatory Conversion Date to determine the numbshafes of Common Stock issuable u
conversion of such share of Series B Preferenagk3toovided, that the Company shall not be required to issyefi@ctional shares of
Common Stock, but in lieu thereof may elect to payash adjustment based upon the Closing Prideed€bmmon Stock on the Business Day
prior to the Mandatory Conversion Date. Immediatghpn such automatic conversion, each share ofSBrPreferred Stock so converted ¢
automatically become and be restored to the stdtasthorized but unissued Series B Preferred Sttigidends on each share of Series B
Preferred Stock not previously converted shall eeasiccumulate, the rights of the holders of ati€s B Preferred Stock shall cease and the
persons entitled to receive Common Stock upon autbmatic conversion of Series B Preferred Stoel &le treated for all purposes as being
the owners of such Common Stock.

(i) On the Mandatory Conversion Dategrelolder of shares of Series B Preferred Stock bbantitled to receive, in addition to the
number of shares of Common Stock determined putsag@ection 5(i) hereof, an amount equal to aatared unpaid dividends, if any, on
such holder’s shares of Series B Preferred Stock.

(iii) If the Company is prohibited on tMandatory Conversion Date by the terms of theift@ate of Incorporation or its Financing
Agreements from paying accrued and unpaid dividgnusuant to Section 5(ii) hereof in cash, the Canypmay, if not otherwise prohibited
the Certificate of Incorporation, pay such accraad unpaid dividends with shares of Common Stoblk. Afumber of shares of Common Stock
to be issued in payment for such accrued and urgiaidiends will be the number obtained by dividixg the total dollar amount of dividends
being paid with Common Stock by (y) the Converdiuite in effect on the Mandatory Conversion Date.

(iv) If the Board determines that there aot assets legally available for, or the Cexdifé of Incorporation otherwise prohibits, the
payment of dividends in either cash or Common Stockespect of all accrued and unpaid dividendshenSeries B Preferred Stock on June
2011, then the Mandatory Conversion Date shalbeotir on such date but shall be deferred (a “ Caiwe Date Deferrdl) and the Company
shall provide prompt notice of such Conversion D2éderral to each holder of shares of Series BdPredl Stock. Subsequent to any
Conversion Date Deferral, promptly after any deiaation by the Board that there are assets legathylable for the payment in either cash or
Common Stock of all accrued and unpaid dividendsthat such payment is not otherwise prohibitedhigyCertificate of Incorporation, the
Board shall declare a new conversion date (thew Benversion Daté). Upon such declaration, the Company
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shall provide notice of the New Conversion Dateach holder of shares of Series B Preferred Stbleast 30 days but not more than 60 days
before the New Conversion Date. The New ConverBiate shall be the first Dividend Payment Date tbait least 30 days after the deliven
such notice. Notwithstanding any Conversion Datéebal, dividends on the Series B Preferred Stéakl£ontinue to accrue until the
Mandatory Conversion Date.

(v) The Company shall make such arrangesnas it deems appropriate for the issuance tficates, if any, representing shares of
Common Stock and for any payment of cash for actemel unpaid dividends, if any, or cash in liedra€tional shares of Common Stock, if
any, in exchange for and contingent upon the sdeeaf certificates representing the shares oeSdiPreferred Stock (if such shares are held
in certificated form)provided, that the Company shall give the holders of SaBi€seferred Stock such notice of any such actaathe
Company deems appropriate and upon such surrendemhslders of Series B Preferred Stock shall bigleshto receive certificates, if any,
representing shares of Common Stock and any payofieash for accrued and unpaid dividends, if amcash in lieu of fractional shares of
Common Stock, if any. Amounts payable in cash speet of the shares of Series B Preferred Stodkrsftebear interest.

(vi) The Company shall pay any documeantstamp or similar issue or transfer tax due enissue of shares of Common Stock upon the
mandatory conversion. However, the holders shallary tax that is due because the shares are igsaathme other than the holder's name.

6. Liguidation Preferenddpon any voluntary or involuntary liquidation, didstion or winding-up of the Company and after payinis
made to the holders of the Existing Preferred Stouk any other Senior Securities, each holder afeshof the Series B Preferred Stock will be
entitled to payment out of the assets of the Compamilable for distribution of an amount equathe Liquidation Preference per share of
Series B Preferred Stock held by such holder, @tluamount equal to accrued and unpaid dividen@syif to the date fixed for liquidation,
dissolution or winding4p (including an amount equal to a prorated divitiem the period from the last Dividend Paymentdiat the date fixe
for liquidation, dissolution or winding up), befoaay distribution is made on any Junior Securithdter payment in full of the Liquidation
Preference and all accrued dividends, if any, techvholders of Series B Preferred Stock are edtigeich holders will not be entitled to any
further participation in any distribution of assefshe Company. If, upon any voluntary or involamyt liquidation, dissolution or winding-up of
the Company, the amounts payable with respectt&tries B Preferred Stock and all other Parity@es are not paid in full, the holders of
the Series B Preferred Stock and the Parity Seesistill share equally and ratably in any distribatof assets of the Company in proportion to
the full liquidation preference and accumulated angaid dividends, if any, to which each is entitlelowever, neither the voluntary sale,
conveyance, exchange or transfer (for cash, slodusisck, securities or other consideration) ofalsubstantially all of the property or asset
the Company nor the consolidation or merger ofGbenpany with or into one or more Persons will berded to be a voluntary or involuntary
liquidation, dissolution or
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winding-up of the Company unless such sale, comwjaexchange or transfer shall be in connectidh svliquidation, dissolution or winding-
up of the business of the Company.

7. Optional Redemption.

(i) Other than pursuant to Section 8 bErthe Series B Preferred Stock may not be reddeahthe option of the Company before
June 10, 2008. During any period set forth in #i#e below, a number of shares of Series B PraefeSteck equal to the Applicable
Redemption Amount (as defined in Section 7(ii) lb&éor such period may be redeemed for cash abpitien of the Company at the
redemption price per share for such period sehforthe table below, together with an amount e¢malccumulated and unpaid dividends, if
any, to the date of redemption (the “ Applicablel®@ption Pricé), upon not less than 30 nor more than 60 dayis'rprritten notice.

Period Redemption Price
June 10, 2008 through June 9, 2I $224.0(
June 10, 2009 through June 9, 2 $220.0(
June 10, 2010 and thereat $216.0(

To the extent that the right of the Compto redeem Series B Preferred Stock is not esedaivith respect to any number of shares
during any of the periods set forth in the tablea) such right shall not carry over into subsegpeniods.

(i) “ Applicable Redemption Amouhimeans with respect to any period set forth intdide set forth in Section 7(i) hereof, the number
of shares equal to 25% of the total number of shaoeinded up to the nearest whole number, of S8riéreferred Stock outstanding at the
beginning of such period less the number of shaff&eries B Preferred Stock converted pursuaneti@ 4 hereof during the portion of such
period elapsing prior to the then Applicable RedgompRecord Date (as defined in Section 7(iv) h8rdaring such period.

(iii) The shares to be redeemed sha#iddectecpro rata.

(iv) Notice of any redemption shall batskey or on behalf of the Company not less tham@&Omore than 60 days prior to the date
specified for redemption in such notice (the “ Appble Redemption Datg by public announcement and first class mail,tpge prepaid, to
all holders of record of the Series B Preferrectistan the date 60 days prior to the Applicable Regléon Date (the “ Applicable Redemption
Record Daté€) at their last addresses as they shall appedh@books of the Compangrovided, however, that no failure to give such notice
or any defect therein or in the mailing thereoflishtiect the validity of the proceedings for trelemption of

12




any shares of Series B Preferred Stock except tie tholder to whom the Company has failed to gisice or except as to the holder to whom
notice was defective. In addition to any informatiequired by law or by the applicable rules of arghange upon which the Series B
Preferred Stock may be listed or admitted to trgdsuch notice shall state: (a) that such redempgideing made pursuant to the optional
redemption provisions hereof; (b) the ApplicablelBaption Date; (c) the Applicable Redemption Pr{dgthe number of shares of Series B
Preferred Stock to be redeemed and the numberaoésineld by such holder to be redeemed; (e) e mr places where certificates for such
shares are to be surrendered for payment of thdicge Redemption Price, including any procedangslicable to redemptions to be
accomplished through book-entry transfers; anthé} dividends on the shares to be redeemed veeo accumulate on the Applicable
Redemption Date. Upon the mailing of any such motitredemption, the Company shall become obligateddeem at the time of redemption
specified thereon all shares called for redemption.

(v) If notice has been mailed in accoawith Section 7(iv) hereof and provided that obefore the Applicable Redemption Date
specified in such notice, all funds necessary fichsedemption shall have been set aside by thep@oyn separate and apart from its other
funds in trust for th@ro ratabenefit of the holders of the shares so calledddemption, so as to be, and to continue to bdablaitherefor,
then, from and after the Applicable Redemption Datdess the Company defaults in the payment oAfiigicable Redemption Price,
dividends on the shares of the Series B PreferreckSo called for redemption shall cease to actatmuand said shares shall no longer be
deemed to be outstanding and shall not have thessthshares of Series B Preferred Stock, andgdits of the holders thereof as stockholders
of the Company (except the right to receive from @ompany the Applicable Redemption Price) shalseeUpon surrender, in accordance
with said notice, of the certificates for any slsase redeemed (properly endorsed or assignedaiwsfar, if the Company shall so require and
the notice shall so state), such shares shalldeersed by the Company at the Applicable Redemitiae. In case fewer than all the shares
represented by any such certificate are redeemeelyaertificate or certificates shall be issugaresenting the unredeemed shares withou
to the holder thereof.

(vi) Any deposit of funds in trust withbank or trust company for the purpose of redeerBieiges B Preferred Stock pursuant to this
Section 7 shall be irrevocable except that:

(a) the Company shall be entitled to recereenfsuch bank or trust company the interest orrathenings, if any, earned on any mone
deposited in trust, and the holders of any sha@samed shall have no claim to such interest @r@thrnings; and

(b) any balance of monies so deposited byCivapany and unclaimed by the holders of the S&ikseferred Stock entitled thereto at
the expiration of one year from the applicable Repligon Date shall be repaid, together with anyregeor other earnings earned thereol
the Company, and after any such repayment, theetolof the shares entitled to the funds so repaide
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Company shall look only to the Company for paymeitihout interest or other earnings.
(vii) No Series B Preferred Stock mayrégeemed except with funds legally available fahspurpose.
8. Rights Offering Call Provision.

(i) Up to 150,000 shares of the Serid3r8ferred Stock may be redeemed for cash, witiprtheeeds of the Rights Offering, at the option
of the Company, on or before the date that is 2% éfter the Issuance Date, at a redemption pfi§210.00 per share, together with an
amount equal to accumulated and unpaid dividefdsyi, to the date of redemption (the “ Rights @ffg Call Price’) upon not less than 5 n
more than 30 days’ prior written notice.

(il) The shares to be redeemed shaleectedpro rata.

(iii) Notice of any redemption shall beng by or on behalf of the Company not less thanrSmore than 30 days prior to the date
specified for redemption in such notice (the “ RggBffering Call Daté), by first class mail, postage prepaid, to alldess of record of the
Series B Preferred Stock at their last addresst#egsshall appear on the books of the Comppryyided, however, that no failure to give
such notice or any defect therein or in the maitimgreof shall affect the validity of the proceagfirfor the redemption of any shares of Seri
Preferred Stock except as to the holder to whonCivapany has failed to give notice or except adbedcholder to whom notice was defective.
In addition to any information required by law or the applicable rules of any exchange upon whiehSeries B Preferred Stock may be listed
or admitted to trading, such notice shall statgti{at such redemption is being made pursuante@ghional redemption provisions hereof;
(b) the Rights Offering Call Date; (c) the Rightfeding Call Price; (d) the number of shares ofi&eB Preferred Stock to be redeemed an
number of shares held by such holder to be redeef@ethe place or places where certificates fohsshares are to be surrendered for pay
of the Rights Offering Call Price, including anyopedures applicable to redemptions to be accongaliiirough book-entry transfers; and
() that dividends on the shares to be redeemddeaise to accumulate on the Rights Offering CateDUpon the mailing of any such notice
of redemption, the Company shall become obligadegdeem at the time of redemption specified theedbshares called for redemption.

(iv) If notice has been mailed in accarawith Section 8(iii) hereof and provided thatasrbefore the Rights Offering Call Date
specified in such notice, all funds necessary fichsedemption shall have been set aside by thep@oyn separate and apart from its other
funds in trust for th@ro ratabenefit of the holders of the shares so calledddemption, so as to be, and to continue to belada therefor,
then, from and after the Rights Offering Call Dateless the Company defaults in the payment oRilgats Offering Call Price, dividends on
the shares of the Series B Preferred Stock sodclferedemption shall cease to accumulate, artis$wires shall no longer be deemed to be
outstanding and shall not have the status of sludr8eries B Preferred
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Stock, and all rights of the holders thereof asldiolders of the Company (except the right to neeéiom the Company the Rights Offering
Call Price) shall cease. Upon surrender, in aceurgavith said notice, of the certificates for ahpres so redeemed (properly endorsed or
assigned for transfer, if the Company shall so irecand the notice shall so state), such shardsteheedeemed by the Company at the Rights
Offering Call Price. In case fewer than all therssaepresented by any such certificate are red&esmeew certificate or certificates shall be
issued representing the unredeemed shares witheutacthe holder thereof.

(v) Any deposit of funds in trust wittbank or trust company for the purpose of redeerSieiges B Preferred Stock pursuant to this
Section 8 shall be irrevocable except that:

(a) the Company shall be entitled to recereenfsuch bank or trust company the interest orrathenings, if any, earned on any mone
deposited in trust, and the holders of any sha@samed shall have no claim to such interest @r@thrnings; and

(b) any balance of monies so deposited byCimapany and unclaimed by the holders of the S&ikseferred Stock entitled thereto at
the expiration of three months from the Rights @fffg Call Date shall be repaid, together with amyiest or other earnings earned thereon,
to the Company, and after any such repayment,dhders of the shares entitled to the funds so defmaihe Company shall look only to the
Company for payment without interest or other esgsi

(vi) No Series B Preferred Stock may édeemed except with funds legally available fohsmarpose.
9. Special Redemption Rights Upon a CkasfgControl.

(i) Subject to Section 9(v) hereof, ugbe occurrence of a Change of Control, each hatiSeries B Preferred Stock shall have the
option, during the period commencing on the dagegibplicable Change of Control Notice (as defineldW) is mailed to holders of the
Series B Preferred Stock and ending at the clobeisihess on the 45day thereafter (the “ Special Redemption Dtéo require the
Company to redeem all, or any portion, of such édtdshares of Series B Preferred Stock at themmptlen price per share for the period set
forth in the table below during which such Spe8ladlemption Date occurs, together with an amounaleéquaccumulated and unpaid
dividends, if any, to the Special Redemption Déte ( Special Redemption Pri€e
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Period Special Redemption Pric

June 10, 2004 through June 9, 2I $240.0(
June 10, 2005 through June 9, 2 $236.0(
June 10, 2006 through June 9, 2 $232.0(
June 10, 2007 through June 9, 2I $228.0(
June 10, 2008 through June 9, 2I $224.0(
June 10, 2009 through June 9, 2 $220.0(
June 10, 2010 and thereatf $216.0(

(if) Within 30 days following a Change @bntrol, the Company shall mail to each holdeshadres of the Series B Preferred Stock a
notice (the “ Change of Control Noti¢esetting forth the details of the Change of Condimudl the special redemption rights occasioned tlye
In addition to any information required by law or the applicable rules of any exchange upon whiehSeries B Preferred Stock may be listed
or admitted to trading, such notice shall statpti{a Special Redemption Date; (b) the Special Rgdi@n Price; (c) the place or places where
certificates for shares may be surrendered for paymf the Special Redemption Price, including procedures applicable to redemption tc
accomplished through book-entry transfers; (d)pteeedures that the holder of Series B Preferredk3nust follow to exercise such holder’s
rights under this Section 9; and (e) that divideoshe shares tendered for redemption will ceasetumulate on the Special Redemption
Date.

(iii) To exercise such holder’s specedemption right under this Section 9, a holder nf@jssurrender the certificate or certificates
evidencing the shares of Series B Preferred Stoble redeemed, duly endorsed in a form satisfattotye Company, at the office of the
Company or the Transfer Agent and (b) notify thenpany at such office that such holder elects togse such holder’s special redemption
rights and the number of shares such holder wikhbave redeemed. In the event that a holdertfaitotify the Company of the number of
shares of Series B Preferred Stock which such heldghes to have redeemed, such holder shall bmeldkéo have elected to have redeeme
shares represented by the certificate or certédatirrendered for redemption.

(iv) Exercise by a holder of such holdespecial redemption right following a Change ohttal is irrevocable, except that a holder may
withdraw its election to exercise such holder’'scsgleedemption right at any time on or before the
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Special Redemption Date by delivering a writtefiamsimile transmission notice to the Transfer Agarthe address or facsimile number
specified in the Change of Control Notice. Suctiagtto be effective, must be received by the Tiem&gent prior to the close of business on
the Special Redemption Date. All shares of Seri®sdlerred Stock tendered for redemption pursuatite holders’ special redemption rights
as described herein and not withdrawn shall beerage at the close of business on the Special Redmsmipate. From and after the Special
Redemption Date, unless the Company defaults impay of the Special Redemption Price, dividendthershares of Series B Preferred Si
tendered for redemption shall cease to accumwdate said shares shall no longer be deemed to banding and shall not have the status of
shares of Series B Preferred Stock, and all rightelders thereof as stockholders of the Compargept the right to receive from the
Company the Special Redemption Price) shall cé®ssoon as practical after the Special Redemptiate the Company shall deliver a new
certificate representing the unredeemed porticanyf, of the shares of Series B Preferred Stodlesgmted by the certificate or certificates
surrendered for redemption.

(v) No Series B Preferred Stock may likeeened (a) except with funds legally availablesfach purpose or (b) if such redemption is
prohibited by the Certificate of Incorporation. TBempany shall take all action required or perrditieder the General Corporation Law of
State of Delaware and the Certificate of Incorgorato permit any such redemption.

(vi) Notwithstanding the foregoing prawiss of this Section 9, no Series B Preferred Stoaek be redeemed by the Company pursus
the provisions of this Section 9 unless such rediems permitted by or complies with the terms gmadvisions of the Financing Agreements,
including, without limitation, Section 4.07 of thedenture governing the Company’s %% Senior Secured Notes due 2011, between
Milacron Escrow Corporation and U.S. Bank NatioAssociation, dated May 26, 2004, as amended argesupnted.

10. Voting Rights.

(i) Except as otherwise required by lavby the Certificate of Incorporation or expresgipvided herein, the holders of record of shares
of the Series B Preferred Stock shall have fullngtights and powers, and shall be entitled temt all matters put to a vote or consent of
stockholders of the Company, voting together wlih holders of the Common Stock and the Existingelfed Stock as a single class, with
each holder of shares of Series B Preferred Stacinf the number of votes equal to the number afeshof Common Stock into which such
shares of Series B Preferred Stock could be comyéntaccordance with Section 4 hereof as of thertedate for the vote or consent which is
being taken.

(i) Notwithstanding any other provisiofthis Section 10, in the event that the votingvisions set forth in this Section 10 violate or
conflict with the rules or regulations of the NewrkK Stock Exchange or any other securities exchangghich the Common Stock is then
listed or traded, then the manner of voting andlonber of
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votes to which each share of Series B PreferreckSsoentitled shall be modified and/or reduceth®m extent required to comply with such
rule.

(iii) The holders of record of shareglod Series B Preferred Stock shall have the rigiiing separately as a class, to elect a number of
directors to the Board in proportion to the peragetof fully diluted Common Stock represented I®irtbhutstanding Series B Preferred Stock
(on an as-converted basis), rounded up to the sieat®le number (such directors, the “ Series Re&iors’); provided, however, that the
number of Series B Directors shall at no time ed@aumber equal to two-thirds of the total numifetirectors on the entire Board, less one.
Subject to the provisions of applicable law, thieswor regulations of the New York Stock Exchangary other securities exchange on which
the Common Stock is then listed or traded andithefary duties of the members of the Board, adtieae Series B Director shall serve on
each of the committees of the Board. All Seriesigfors shall meet the requirements of the dédiniof “independent” under the rules of the
New York Stock Exchange. In addition, no SeriesiBEtor shall be entitled to vote in any vote bg Board in any action by the Board w
respect to an exercise of the Company’s optioedeem shares of the Series B Preferred Stock jirsu&ections 7 or 8 hereof. The Series B
Directors shall be elected at meetings calledHergurpose of electing directors as described ati@e10(v) hereof. For purposes of this
Section 10(iii) and Sections 10(iv), 10(v) and 1)({a) any director selected by the holders ofe3eA Notes (and/or any Common Stock into
which such Series A Notes have been converted® tappointed or elected to the Board pursuant tdNtite Purchase Agreement shall be
deemed to be a Series B Director elected by theehslof Series B Preferred Stock pursuant to tmestéereof and shall reduce the aggregate
number of directors that otherwise may be eleatetie Board by holders of shares of the SeriesdieRed Stock pursuant to the first sentence
of this Section 10(iii) and (b) notwithstanding &mng to the contrary herein, one officer or empleyf each Initial Investor, if elected as a
Series B Director, shall not be subject to the iregient that all Series B Directors shall meetdggnition of “independent” under the rules of
the New York Stock Exchange.

(iv) If an event of default exists witlspect to the Company’s then outstanding Indebtsdo@nstituting a failure to pay in excess of
$2,000,000 in principal when due or resulting ia #tceleration of the due date for a principal amh@éuexcess of $2,000,000, and such event
of default is not cured or waived within 45 days §éoting Rights Triggering Eveni), then the holders of the outstanding shareseoieS B
Preferred Stock, voting separately as a classl, shitdey are not otherwise electing a majoritytioé Board pursuant to Section 10(iii) hereot
entitled to elect that number of additional direstarhich, together with any Series B Directors tbharthe Board, will constitute a majority of
the Board. Any additional Series B Directors shallelected at meetings called for the purposeeatiel directors as described in Section 10
(v) hereof.

(v) At each meeting called for the pumgpo$ electing directors, the holders of Series 8@red Stock, subject to the next sentence
hereof, shall have the right, voting separatelg akass, to elect the number of directors therougliection, if
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any, which, together with any Series B Directoentlon the Board and not up for election at suchtimgewill constitute the number of

directors the holders of the Series B PreferrediStme entitled to elect pursuant to Sections ) @(iid 10(iv) hereofprovided, that if the

number of directors which the holders of Series@&¢dtred Stock are so entitled to elect is grethi@n the number of directors up for electio
such meeting, the holders of Series B PreferredkSsubject to the next sentence hereof, shall taeight, voting separately as a class, to
elect all the directors up for election at such timge Notwithstanding any other provision in thisc8on 10, the holders of Series B Preferred
Stock shall not have the right to elect any direstehich the holders of the Existing Preferred Biooting separately as a class, have a right to
elect pursuant to Section A(VI) of Article FOURTHitbe Certificate of Incorporation.

(vi) If any director so elected by thdders of Series B Preferred Stock shall ceaserteses a director before his or her term shall
expire, the resulting vacancy shall be filled foe Linexpired term in the manner provided in théalys of the Company.

(vii) The Company shall not, without &thi(A) the affirmative vote of the holders of aas¢ a majority of the shares of Series B Preferred
Stock then outstanding (with shares held by the @om or any of its affiliates (other than the laitinvestors) not being considered to be
outstanding for this purpose) voting separatelgrasclass or (B) the written consent of the holdéial shares of Series B Preferred Stock
outstanding (with shares held by the Company orddritg affiliates (other than the Initial Invessdmot being considered to be outstanding for
this purpose):

(a) authorize or create (by way of reclasatfin or otherwise) any Parity Securities or SefSiecurities;

(b) amend, waive or otherwise alter any priovif this Certificate of Designation (includiniget provisions of Section 10 hereof) in a
manner materially adverse to the interests of tiddrs of Series B Preferred Stock; or

(c) amend or otherwise alter the bylaws of@menpany or the Certificate or Incorporation in ammer materially adverse to the interests
of the holders of the Series B Preferred Stock;

(viii) The Company shall not, withouthest (A) the affirmative vote of holders of at leaghajority of the shares of Series B Preferred
Stock held by holders of Series B Preferred Stole& wwn at least 50,000 shares of Series B Pref&teck and who vote on the matter or
(B) the written consent of holders of all of theasts of Series B Preferred Stock held by holdeeoies B Preferred Stock who own at least
50,000 shares of Series B Preferred Stock:

(a) issue any Equity Interests, except (1) @omm Stock issued upon conversion of Series B Regfetock, (2) Common Stock issued
pursuant to the Rights Offering, (3) Common Stassuied pursuant to the Patel Agreement and

19




(4) any Equity Interests issued pursuant®estricted Payment permitted by Section 10(viiij{bjeof;

(b) declare or make, or agree to pay or mdkectly or indirectly, any Restricted Payment, epic(1) Restricted Payments in respect of
the Series B Preferred Stock, (2) the redempticadlpbr any portion, of the Existing Preferred &o(3) the issuance of the Contingent
Warrants and any Common Stock issued upon the isgafereof, (4) the declaration and payment adéivds on Junior Securities payable
solely in additional shares of Junior Securiti&3 the declaration and payment of dividends orikisting Preferred Stock, (6) Restricted
Payments pursuant to and in accordance with emelsigek incentive programs or other employee beasfingements or director
compensation commitments of the Company and itsidigliies, (7) Restricted Payments in connectiah tie Rights Offering, (8) the
declaration and payment of dividends on Junior 8&eslin an amount not to exceed $5,000,000 infewmal year, (9) the purchase of
fractional shares arising out of stock dividengidits, combinations or business combinations afj ¢ther Restricted Payments not to
exceed $25,000,000 in the aggregate or $10,000,080y fiscal year under this clause (b)(10);

(c) create, incur or assume any Indebtedmgissr than (1) Indebtedness existing or commitbeaint the Issuance Date and extensions,
renewals, refinancings and replacements of any Bwdgbtedness or commitment (whether by the sana@pbther lender or groups of
lenders) that do not increase the outstanding wmaitted principal amount thereof, (2) Indebtednefsthe Company to any subsidiary of
Company, (3) Guarantees by the Company of Indeltdaf any subsidiary of the Company, (4) Indel#sdof the Company incurred to
finance the acquisition, construction or improvetnafrany fixed or capital assets, including capigéalse obligations, mortgage financings,
purchase money obligations and any Indebtedneasasiin connection with the acquisition of suchetsgrior to the acquisition thereof,
and extensions, renewals, refinancings and replastnof any such Indebtedness, (5) Indebtedness Gfijarantees of Indebtedness of,
other person existing at the time such other peisarerged with or into the Company or any subsjdid the Company, whether or not
such Indebtedness is incurred in connection witln contemplation of, such other person merginthwi into the Company, or becomin
subsidiary of the Company, (6) Indebtedness ofabmpany as an account party in respect of tratkrsedf credit, (7) Hedging Obligatior
(8) obligations in respect of performance bid amekty bonds and completion guarantees provideldrotdinary course of business,

(9) Indebtedness arising from the honoring by &hmarother financial institution of a check, draftsimilar instrument drawn against
insufficient funds in the ordinary course of busis@nd (10) other Indebtedness created, incurradsamed pursuant to this clause (c)(10)
in an aggregate principal amount not to exceed0BBOO00 (the categories of Indebtedness descnb#tkiforegoing clauses (c)(1) through
(c)(10) are referred to collectively as “ Permit@2ebt”);
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(d) change the size of the Board, other threamges resulting from the appointment or electioBazard members by holders of the
Series B Preferred Stock or the Existing PrefeStxtk;

(e) acquire, through acquisition of capitaicit or assets, any Person or line of businessliptra@sfer, lease or otherwise dispose of g
any substantial part of its assets, other thartmmgaction involving $50,000,000 or less in value.

For purposes of determining whether any approvéheholders of Series B Preferred Stock is requimeconnection with the Company’s
creation, incurrence or assumption of any Indel#esnin the event that an item of proposed Indelet&simeets the criteria of more than on
the categories of Permitted Debt described in 8edtD(viii)(c) hereof, the Company shall be entitte divide and classify such item of
Indebtedness on the date of its creation, incua@em@ssumption, or later reclassify all or a porof such item of Indebtedness, in any manner
among the categories of Permitted Debt.

11. Reports and Information Righfthe Company shall afford the Initial Investors @eble access to its books, records, personnel and
representatives, upon reasonable notice and inreacimer as will not unreasonably interfere with¢baduct of the Company’s business.
Subject to compliance with customary confidentyatibligations and applicable law, the Initial Int@s shall also be entitled to receive copies
of all confidential financial information and repeprepared for the Company’s lenders promptly upomishing such information to such
lenders. The information rights of each Initial &éstor pursuant to this Section 11 shall terminatéhe first date on which such Initial
Investor’s aggregate holdings of shares of SeriBseBerred Stock is convertible into less than H¥%he total number of shares of Common
Stock which would be outstanding on such date asguthe exercise of all outstanding options andrarets (other than those issued under the
Company'’s stock incentive program) and the conwersf all convertible securities. The informatioghts of each Initial Investor under this
Section 11 are personal to such Initial Investat simall not be transferable to any other Persoreagcattempted transfer shall be invalid.

12. TransferabilityThe transfer of the Series B Preferred Stock byntiiders thereof shall not be restricted other fhiansuant to the
requirements of applicable lawrovided, that each Initial Investor shall provide writteatice to the Company within three days of anysfer
of Series B Preferred Stock by such Initial Investo

13. Exclusion of Other Rightsxcept as may otherwise be required by law, theeshaf Series B Preferred Stock shall not have any
voting powers, preferences and relative, partigigatoptional or other special rights, other thiaose specifically set forth in this resolution (as
such resolution may be amended from time to timel)ia the Certificate of Incorporation. The shaséSeries B Preferred Stock shall have no
preemptive or subscription rights.
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14, Headings of Subdivisioffhe headings of the various subdivisions hereof@reonvenience of reference only and shall nfecf
the interpretation of any of the provisions hereof.

15. Severability of Provision§any voting powers, preferences and relativetippating, optional and other special rights of th
Series B Preferred Stock and qualifications, litiotas and restrictions thereof set forth in thisaletion (as such resolution may be amended
from time to time) is invalid, unlawful or incapa&bbf being enforced by reason of any rule of layullic policy, all other voting powers,
preferences and relative, participating, optiomal ather special rights of Series B Preferred Stak qualifications, limitations and restricti
thereof set forth in this resolution (as so amehaéddch can be given effect without the invalidJawful or unenforceable voting powers,
preferences and relative, participating, optiomal ather special rights of Series B Preferred Stak qualifications, limitations and restricti
thereof shall, nevertheless, remain in full forod affect and no voting powers, preferences otivelgparticipating, optional or other special
rights of Series B Preferred Stock or qualificatipiimitations or restrictions thereof herein s#tti shall be deemed dependent upon any other
such voting powers, preferences and relative, @pétiing, optional and other special rights of 8el Preferred Stock and qualifications,
limitations and restrictions thereof unless so egped herein.

16. Rassuance of Series B Preferred Stdghkares of Series B Preferred Stock that have Isseled and reacquired by the Company by
purchase, redemption or exchange shall (upon camg®i with any applicable provisions of the law®efaware) have the status of authorized
but unissued shares of Series B Preferred Spyokjded, that any issuance of such shares must be in ¢anegl with the terms hereof.

17. Mutilated or Missing Series B PrederiStock Certificatesf any of the Series B Preferred Stock certificatball be mutilated, lost,
stolen or destroyed, the Company shall issue, éhaxge and in substitution for and upon canceliadiothe mutilated Series B Preferred Stock
certificate, or in lieu of and substitution for tBeries B Preferred Stock certificate lost, staledestroyed, a new Series B Preferred Stock
certificate of like tenor and representing an eglgat amount of shares of Series B Preferred Stagkonly upon receipt of evidence of such
loss, theft or destruction of such Series B PrefeStock certificate and indemnity, if requestedis$actory to the Company and the Transfer
Agent (if other than the Company).

18. Certain Definition&\s used in this Certificate of Designation, thddwaling terms shall have the following meanings fwirms
defined in the singular having comparable meanimgsn used in the plural amite versg), unless the context otherwise requires:

“ Applicable Redemption Amouhhas the meaning given thereto in Section 7(ifeloé

“ Applicable Redemption Daténas the meaning given thereto in Section 7(ivebé
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“ Applicable Redemption Pri¢das the meaning given thereto in Section 7(igbér
“ Applicable Redemption Record Dateas the meaning given thereto in Section 7(ivebé
“ Board' has the meaning given thereto in the first paapgrhereof.

“ Business Daymeans any day except a Saturday, a Sunday, odangn which banking institutions in New York, N&erk are
required or authorized by law or other governmeatsion to be closed.

“ Certificate of Incorporatichhas the meaning given thereto in the first paepbrhereof.
“ Change of Contrdlmeans the occurrence of either of the followingms:

(i) any “person” (as such term is used in S@il3(d) and 14(d) of the Exchange Act), othen thi@e or more Initial Investors, is or
becomes the “beneficial owner” (as such term isnéefin Rules 13d-3 and 13d-5 under the Exchandg Aicectly or indirectly, of

more than 50% of the total voting power of the tantding voting stock of the Company;

(i) the merger or consolidation of the Compavith or into another Person, or the sale of abunstantially all the assets of the
Company (determined on a consolidated basis) tthan®erson, other than (a) a transaction in wthiersurviving Person or
transferee is a Person that is controlled by the&oy or (b) in the case of a merger or consobdatiansaction, a transaction
following which holders of the outstanding votirnigek of the Company immediately prior to such temt®n own directly or
indirectly at least a majority of the total votipgwer of the surviving Person in such transactiweh ia substantially the same

proportion as before the transacti
“ Change of Control Noti¢ehas the meaning given thereto in Section 9(ifeloé

“ Closing Pricé means, as of any date of determination, the etpsile price or, if no closing sale price is répdrthe last reported sale
price of the Common Stock on the New York Stocklamge on that date. If the Common Stock is not treded on the New York Stock
Exchange on any date of determination, the CloBimce of the Common Stock on any date of deterrngnaheans the closing sale price as
reported in the composite transactions for thegipad U.S. securities exchange on which the ComBtoek is so listed or quoted, or if the
Common Stock is not so listed or quoted on a UaBonal or regional securities exchange, as regdnyethe Nasdaq
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stock market, or, if no closing price for the Commftock is so reported, the last quoted bid priceife Common Stock in the over-tbeunte
market as reported by the National Quotation Bugagimilar organization or, if that bid price istravailable, the market value of the
Common Stock on that date as determined by a ralyorecognized independent investment banking fietained by the Company for this
purpose.

“ Common Stockmeans the Common Stock, par value $0.01 per sbatke Company.
“ Company has the meaning given thereto in the first paapgrhereof.

“ Consolidated Cash Fldwneans, for any period, the Consolidated Net Ineahthe Company and its Consolidated Subsididoies
such period, plus the following to the extent dedddn calculating such Consolidated Net Income:

(i)  Consolidated Interest Expenplus

(i)  allincome tax expense of the Company and its Aateged Subsidiariesplus

(i) depreciation and amortization expense of the Compad its Consolidated Subsidiariplus

(iv) all losses attributable to grinding wheels operegjplus

(v) restructuring charges and related severance aed etjpenses in an aggregate amount not to exce&arfillion; plus

(vi) all other nor-cash charges of the Company and its Consolidatbdidaries (excluding any such r-cash charge to the extent tl
it represents an accrual of or reserve for caskemdifures in any future periocplus

(vii) expenses related to debt refinanciplus

(viii) any payment of fees and expenses under any Retesvaluidity Facility; plus

(ix) commissions, discounts and other fees and chaxged with respect to letters of credit and ban’ acceptance financinminus
(x) all gains attributable to grinding wheel operatic

in each case determined on a consolidated bassiébr period in conformity with GAAP.
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“ Consolidated Interest Experigaeans, for any period, the total interest expesfdae Company and its Consolidated Subsidiaries,
whether paid in cash or accrued as a liabilityspta the extent not included in such total inteespense, and to the extent deducted in
determining Consolidated Net Income, without dugtiien:

(i) the interest component of all payments associatédoapital lease obligationplus
(i) amortization of debt discount and debt issuancg plus

(i) capitalized interesplus

(iv) losses and upfront costs on Hedging Obligatiplus

(v) interest accruing on any Indebtedness gfather Person to the extent such IndebtednessasaBteed by (or secured by the assets
of) the Company or any Consolidated Subsidiminus

(vi) interest income for such peric
in each case determined on a consolidated bassiébr period in conformity with GAAP.

“ Consolidated Net Inconfieneans, for any period, the net income of the Canypand its Consolidated Subsidiaries, excludirg th
cumulative effect of a change in accounting pritesp

“ Consolidated Subsidiariesmeans, with respect to the Company, each subgidiansolidated with the Company in its financial
statement prepared in accordance with GAAP.

“ Contingent Warrantsmeans the contingent warrants issued by the CagnfiaGlencore Finance AG and Mizuho Internatiguial
pursuant to the Contingent Warrant Agreement daseof March 12, 2004 by and among Milacron Incer@bre Finance AG and Mizuho
International plc, as it may be amended, suppleeteot otherwise modified from time to time.

“ Conversion Datehas the meaning given thereto in Section 4(ifgoé

“ Conversion Date Deferrahas the meaning given thereto in Section 5(ivebé

“ Conversion Pricéshall initially mean $2.00 per share and theradhall be subject to adjustment from time to tponesuant to the
terms of Section 4 hereof.

“ Currency Agreemefitmeans any foreign exchange contract, currencypsagaeement or other similar agreement with resjoect
currency values.
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“ Dividend Payment Dateéhas the meaning given thereto in Section 3(igbér

“ Dividend Period has the meaning given thereto in Section 3(igbér

“ Equity InterestSmeans shares of capital stock, partnership isterenembership interests in a limited liabilityrgmany, beneficial
interests in a trust or other equity ownershipriggés in a Person, and any warrants, options er aights entitling the holder thereof to
purchase or acquire any such equity interest.

“ Exchange Actmeans the Securities Exchange Act of 1934, andet:
“ Existing Preferred Sto¢kneans the existing 4% Cumulative Preferred Stpek,value $100.00 per share, of the Company.

“ Financing Agreementsneans any credit agreements, notes, debentusadsbguarantees, indentures or other documents or
instruments governing Indebtedness of the Company.

“ GAAP” means generally accepted accounting principlebénUnited States of America, including thosefsgh in the opinions and
pronouncements of the Accounting Principles Bodrith® American Institute of Certified Public Accdants and statements and
pronouncements of the Financial Accounting Stargl&ahrd or in such other statements by such otitéy @s approved by a significant
segment of the accounting profession.

“ Guaranteémeans any obligation, contingent or otherwiseaw§ Person directly or indirectly guaranteeingltitebtedness of any
Person and any obligations, direct or indirect ticent or otherwise, of such Person:

(i) to purchase or pay (or advance or supply fundgi®ipurchase or payment of) such IndebtednesscbfRBearson (whether arising
virtue of partnership arrangements, or by agreesnenkeep-well, to purchase assets, goods, sexaudtiservices, to take-or-pay or
to maintain financial statement conditions or ot¥ise); or

(i) entered into for the purpose of assuringny other manner the obligee of such Indebtedofetse payment thereof or to protect
such obligee against loss in respect thereof (ialevbr in part);

provided, however, that the term “Guarantee” shall not include esdarents for collection or deposit in the ordinasyrse of business. The
term “Guarantee” used as a verb has a correspomaéaging.

“ Hedging Obligationsof any Person means the obligations of such Pepsmsuant to any Interest Rate Agreement or Cayren
Agreement.
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“ Indebtednessmeans, with respect to any Person, indebtednfessob Person (i) for money borrowed or (i) evided by notes,
debentures, bonds or other similar instruments.

‘Initial Investors’ means (i) Glencore Finance AG, (ii) Mizuho Intational plc, (iii) Ohio Plastics, LLC and its affites and associates
and (iv) solely for purposes of the definition @Hlange of Control,” any “person” (as such termsediin Sections 13(d) and 14(d) of the
Exchange Act) who beneficially owns shares of @gitock of the Company that at any time were hieiadfy owned by any of the persons
described in clause (iii). For purposes of thisagaaph, shares are “beneficially owned” by a pergba would be considered a beneficial
owner of such shares pursuant to Rules 13d-3 adéb1fder the Exchange Act.

“ Interest Rate Agreemeérneans any interest rate swap agreement, inteatstap agreement or other financial agreement or
arrangement with respect to exposure to interéss.ra

“ Issuance Datemeans the date on which the Series B PreferredkSs originally issued by the Company.
“ Junior Securitigshas the meaning given thereto in Section 2 hereof

“ Liguidation Preferencemeans $200.00 per share.

“ Mandatory Conversion Ddtéas the meaning given thereto in Section 5(igbér

“ New Conversion Datehas the meaning given thereto in Section 5(ivebé

“ Note Purchase Agreemémmneans the Note Purchase Agreement dated as of Mar&@004, by and among the Company and Gler
Finance AG and Mizuho International plc, as ameruethe letter agreement dated April 5, 2004 anchag be further amended.

“ Parity Securitieshas the meaning given thereto in Section 2 hereof

“ Patel Agreemeritmeans the Exchange Agreement dated as of Novenib@0@1 among Milacron Inc., Mahendra N. Patel, &eyM
Patel and Manata Machinery Pvt. Ltd., as suppleetehy the Supplementary Agreement thereto datedb®ctlO, 2002 and as may be further
amended or supplemented from time to time.

“ Permitted Debthas the meaning given thereto in Section 10(djihereof.
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“ Persori means any individual, corporation, partnershipng venture, association, joint stock companystirunincorporated
organization, government or any agency or politizdidivision thereof or any other entity.

“ Receivables Liguidity Facilitymeans the Amended and Restated Receivables Raréitaeement dated as of January 26, 1996, as
amended, among the Company, Cincinnati Milacronkgtémg Company, Cincinnati Milacron Commercial CoNgalenite Inc., DME
Company, Market Street Funding Corporation and Bd€k, National Association, as the same may be detkrextended, renewed,
refinanced, replaced, supplemented or modified friome to time or any replacement receivables liguithcility.

“ Restricted Paymehimeans any dividend or other distribution (whetimecash, securities or other property), with respe any Equity
Interests in the Company, or any payment whetheagh, securities or other property, including simking fund or similar deposit, on account
of the purchase, redemption, retirement, acquisitt@ancelation or termination of any such Equitietests in the Company or any option,
warrant or other right to acquire any such Equitetests in the Company.

“ Rights Offering means a rights offering conducted by the Compaitly respect to Common Stock no later than 270 del@wing
the first issuance of shares of Series B Prefe8tedk, pursuant to which each holder of CommonISfother than any Common Stock
received upon conversion of Series B Preferredi$sitall be entitled to purchase 0.452 newly issstetes of Common Stock per share of
Common Stock held by such holder at a purchase pfi§2.00 per share.

“ Rights Offering Call Dateéhas the meaning given thereto in Section 8(i@)dof.

“ Rights Offering Call Pricehas the meaning given thereto in Section 8(igbér
“ Senior Securitieshas the meaning given thereto in Section 2 hereof

“ Serial Preference Stotkas the meaning given thereto in the Certifiggdtincorporation.

“ Series A Notesmeans the Company’s 20% Secured Step-Up Seridet@s due 2007 issued pursuant to the Note Purchase
Agreement.

“ Series B Directorshas the meaning given thereto in Section 10i&jeof.

“ Series B Preferred Stotkas the meaning given thereto in Section 1 hereof

“ Special Redemption Ddtéas the meaning given thereto in Section 9(igbér
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“ Special Redemption Pritéas the meaning given thereto in Section 9(igbér

“ Trading Day means any day on which the New York Stock Excleamigother applicable stock exchange or markepéndor
business.

“ Transfer Ageritmeans Mellon Investor Services LLC unless andl anduccessor is selected by the Company.
“ Voting Rights Triggering Evefithas the meaning given thereto in Section 10(arebf.
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Milacron Inc. and Subsidiaries
Computation of Per-Share Earnings

Loss from continuing operatiol
Income (loss) from discontinued operatic
Net loss
Less preferred dividenc
Less beneficial conversion feature related to SeBi®referred Stoc
Net loss available to common shareholc

Basic loss per shar
Weighte«-average common shares outstanc

Per share amour
Continuing operation
Discontinued operatior

Net loss
Diluted loss per shart
Weightec-average common shares outstandin

Per share amour
Continuing operation
Discontinued operatior

Net loss

2007

Exhibit 11

2006

(In thousands, excep
per-share amounts)

$(88,229 $(39,78%)
1,177 81
(87,05) (39,709
(6,240 (6,240
(3,117 (3,119
$(96,406 $(49,06:)
5,00¢ 4,83:

$ (19.4 $ (10.17)
23 02

$ (19.25 $ (10.1%)
5,00¢ 4,83:

$ (19.49 $ (10.19)
23 02

$ (19.25 $ (10.1)

(@ In all years, the common shares into which theeSdsi Preferred Stock is convertible are excludexzhibee
their inclusion would result in a smaller loss pemmon share. In all years, potentially dilutivetreted share

are also excluded for similar reaso






Exhibit 21

Subsidiaries of the Registrant

Milacron Inc.
Date
Incorporated
Incorporated or (if Later) Percentage¢
State or Country Date Acquired Owned
MILACRON INC. Delaware (Registrar 198:
Milacron Capital Holdings B.V. The Netherland 200( 10C%
Milacron Investments B.V The Netherland 200¢ 10C%
Milacron B.V. The Netherland 1952 10C%
Milacron Nederland B.V. The Netherland 199¢ 10C%
Cimcool Europe B.V. The Netherland 198¢ 10C%
Cimcool Polska Sp. z 0.c Poland 2007 100%
Cimcool Industrial Products B.. v The Netherland 196( 10C%
Oak International Europe Ltc England 199¢ 100%
Milacron Kunststoffmaschine
Europa GmbF Germany 199( 100%
Uniloy Milacron Germany Gmbt Germany 199¢ 10C%
Milacron Czech Republic S.P.O.L., s.r. Czech Republit 199¢ 10C%
Ferromatik Milacror
Maschinenbau Gmbl Germany 199: 100%
Ferromatik Milacron (SA) (PTY) LTL South Africa 199« 10C%
D-M-E Normalien Gmbk Germany 199¢ 10C%
EOC France S.A.R. France 2001 99%
DME Czech Republic s.r.c Czech Republi 2001 10C%
D-M-E Europe CVBA Belgium 199¢ 10C%
VSI International N.V. Belgium 199¢ 10C%
Milacron France SA! France 2002 10C%
Milacron U.K. Ltd. England 200z 10C%
Milacron lItalia S.R.L. Italy 197( 100%
Uniloy Milacron Italy S.R.L. Italy 199¢ 10C%
Milacron Plastics Iberica S.L Spain 200z 10C%
Milacron Assurance Ltd Bermuda 1977 10C%
Milacron Services, S.A. de C.\ Mexico 1992 10C%
Milacron Marketing Compan Ohio 1931 100%
Milacron Internationa
Marketing Compan' Delaware 196¢€ 100%
Milacron Equipamentos Plasticos Lt Brazil 1997 10C%
Northern Supply Company, Inc Minnesota 199¢ 100%
Ferromatik Milacron India Limite: India 199t 90%
Nickerson Machinery Chicago, In lllinois 199¢ 100%
Pliers International, Inc Delaware 199¢ 10C%
Cincinnati Milacron Trading Co. Ltd Shangha 199¢ 100%
D-M-E Company Delaware 199¢ 10C%
D-M-E USA Michigan 199¢ 10C%
D-M-E of Canada Limiter Canadz 199¢ 100%
Progress Precisic Canadz 2001 10C%
450500 Ontario Limiter Canadz 199¢ 100%
Ontario Heater and Supply Compe Canadz 200c 10C%
Rite-Tek Canadi Canadz 200( 100%
Japan [-M-E Corporatior Japar 199¢ 51%
D-M-E China Ltd. Hong Kong 199¢ 51%
D-M-E Manufacturing Inc. Delaware 199¢ 10C%
Uniloy Milacron Inc. Delaware 199¢ 100%
Uniloy Milacron Machinery- Mexico, S.A. de C.V. Mexico 199¢ 10C%
Uniloy Milacron Service- Mexico, S.A. de C.V. Mexico 199¢ 100%
Uniloy Milacron U.S.A. Michigan 199¢ 100%
Milacron Industrial Products, Inc Michigan 199¢ 10C%
Oak International Inc Michigan 199¢ 100%
Cimcool Industrial Products Inc Delaware 199¢ 10C%
Cincinnati Milacron IPK, Inc. Korea 199: 100%
Milacron Canada, Inc Ontario 1997 10C%
Milacron Mexicana Sales S.A. de C.' Mexico 1992 100%
Milacron Plastics Technologies Group Ir Delaware 199¢ 10C%
Milacron Plastics Machinery (Jiangyin) Lt China 2004 82%






Exhibit — 23
Consent of Experts and Counsel
Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference inféHewing Registration Statements:

Registration Statement (Form S-8 No. 333-142428ppeng to the Milacron Inc. Director Deferred
Compensation Plan,

Registration Statement (Form S-8 No. 333-116414gppeng to the Milacron Inc. 2004 Long-term
Incentive Plan,

Registration Statements (Form S-8 Nos. 333-11594i8383-115949) pertaining to the Milacron Inc.
Retirement Savings Plan,

Registration Statement (Form S-8 No. 33-56403)gp@rtg to the Milacron Inc. 1994 Long-term Inceetiv
Plan,

Registration Statement (Form S-8 No. 333-69194fapeng to the Milacron Inc. 1997 Long-term Incenmsti
Plan, and

Registration Statement (Form S-8 No. 333-74426)apeng to the Milacron Inc. Plan for the Deferddil
Directors’ Compensation;

of our reports dated March 24, 2008, with respethé consolidated financial statements and sckeafuMilacron
Inc., and the effectiveness of internal controlrdimancial reporting of Milacron Inc., included this Annual Report
(Form 10-K) for the year ended December 31, 2007.

/s/ ERNST & YOUNG LLP

Cincinnati, Ohio
March 24, 2008
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Exhibit 31.1
I, Ronald D. Brown, certify that:
1. | have reviewed this annual report on Form 16fKiilacron Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amit
state a material fact necessary to make the statsmeade, in light of the circumstances under whioth
statements were made, not misleading with respeabiet period covered by this report;

3. Based on my knowledge, the financial statemamd,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash flofvthe registrant
as of, and for, the periods presented in this itepor

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdRAitgs 13a-15(e) and 15d-15(e)) and internal cobotrer
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f) for the registrant aadeh

(a) designed such disclosure controls and procedarecaused such disclosure controls and procedure

to be designed under our supervision, to ensuterhterial information relating to the registrantluding
its consolidated subsidiaries, is made known tbyusthers within those entities, particularly dgrithe
period in which this report is being prepared;

(b) designed such internal control over finanoggdarting, or caused such internal control overrfaial
reporting to be designed under our supervisioprovide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahstatements for external purposes in accordantie wi
generally accepted accounting principles;

(c) evaluated the effectiveness of the registratisslosure controls and procedures and presented i
this report our conclusions about the effectivertégbe disclosure controls and procedures, aseénd of
the period covered by this report based on suchuatian; and

(d) disclosed in this report any change in thestegnt’s internal control over financial reportithgat
occurred during the registrant’'s most recent fisgadrter (the registrant’s fourth fiscal quartethie case of
an annual report) that has materially affecteds oeasonably likely to materially affect, the gant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluation
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofréggstrant’s
board of directors (or persons performing the egjeint functions):

(a) all significant deficiencies and material weasses in the design or operation of internal contro
over financial reporting which are reasonably lk&l adversely affect the registrant’s ability éxord,
process, summarize and report financial informatzom

(b) any fraud, whether or not material, that insdymanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

By: /s/ RONALD D. BROWN

Ronald D. Brown
Chairman, President and
Chief Executive Officer

Date: March 24, 2008
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Exhibit 31.2
I, Ross A. Anderson, certify that:
1. | have reviewed this annual report on Form 16fKiilacron Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amit
state a material fact necessary to make the statsmeade, in light of the circumstances under whioth
statements were made, not misleading with respeabiet period covered by this report;

3. Based on my knowledge, the financial statemamd,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash flofvthe registrant
as of, and for, the periods presented in this itepor

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdRAitgs 13a-15(e) and 15d-15(e)) and internal cobotrer
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f) for the registrant aadeh

(a) designed such disclosure controls and procedarecaused such disclosure controls and procedure

to be designed under our supervision, to ensuterhterial information relating to the registrantluding
its consolidated subsidiaries, is made known tbyusthers within those entities, particularly dgrithe
period in which this report is being prepared;

(b) designed such internal control over finanoggdarting, or caused such internal control overrfaial
reporting to be designed under our supervisioprovide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahstatements for external purposes in accordantie wi
generally accepted accounting principles;

(c) evaluated the effectiveness of the registratisslosure controls and procedures and presented i
this report our conclusions about the effectivertégbe disclosure controls and procedures, aseénd of
the period covered by this report based on suchuatian; and

(d) disclosed in this report any change in thestegnt’s internal control over financial reportithgat
occurred during the registrant’'s most recent fisgadrter (the registrant’s fourth fiscal quartethie case of
an annual report) that has materially affecteds oeasonably likely to materially affect, the gant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluation
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofréggstrant’s
board of directors (or persons performing the egjeint functions):

(a) all significant deficiencies and material weasses in the design or operation of internal contro
over financial reporting which are reasonably lk&l adversely affect the registrant’s ability éxord,
process, summarize and report financial informatzom

(b) any fraud, whether or not material, that insdymanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

By: /s/ RossA. ANDERSON

Ross A. Anderson
Senior Vice President — Finance and
Chief Financial Officer

Date: March 24, 2008
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Exhibit 32

Certification Pursuant to
18 U.S.C. Section 1350
As Adopted Pursuant to Section 906 of the Sarban&3xley Act of 2002

In connection with the Annual Report on Form 10fMilacron Inc., a Delaware corporation (the “Comp9g
for the period ending December 31, 2007 as fileith whie Securities and Exchange Commission on theldaeof
(the “Report”), each of the undersigned officershef Company certifies pursuant to 18 U.S.C. SedR®b0, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to such officer's knowledge andéfelthat:

1.) the Report fully complies, in all material resfs, with the requirements of Section 13(a) odL6{ the
Securities Exchange Act of 1934; and

2.) the information contained in the Report faphesents, in all material respects, the finanaaldition and
results of operations of the Company as of Decer@beP007.

By: /s RoNALD D. BROwWN

Ronald D. Brown
Chairman, President and
Chief Executive Officer

Date: March 24, 2008

By: /s/ RossA. ANDERSON

Ross A. Anderson
Senior Vice President — Finance and
Chief Financial Officer

Date: March 24, 2008

A signed original of this written statement reqditey Section 906 has been provided to the Compadynél be
retained by the Company and furnished to the Seesiand Exchange Commission or its staff uponesqu

This certificate is provided solely for purposecomplying with the provisions of Section 906 of tharbanes-
Oxley Act of 2002, is not intended to be used tiedeupon for any other purpose and shall not b “filed” by
the Company for purposes of Section 18 of the $esiExchange Act of 1934, as amended. This deaté will not
be deemed to be incorporated by reference intditimg, except to the extent that the Company Sfeadly
incorporates it by reference.
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