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Directors’ Report

De La Rue plc 1s Incorporated as a public imited company and 1s
registered in England and Wales under the UK Comparues Act 1885
with registered number 3834125 and has its registered office at

De La Rue House, Jays Close, Viables, Basingstoke, Hampshire
RG22 4B3

The Directors present therr Annual Report for the year ended

27 March 2010 which includes the Business Review, Corporate
Governance Report and audited Financial Statements for the year
Pages 01 to 53 inclusive of this Annual Report compnse a Directors’
Report which has been drawn up and presented in accordance
with English company law and the labiities of the Directors n
connection with that report are subject to the Imitations and
restnictions of such law

The Business Review contains certan forward-looking statsments
which are subject to assumptions, nsks and uncertainties, actual
future results may differ matenally from those expressed inor
mplied by such statements Many of these assumptions, nsks
and uncertanties relate to factors that are beyond De La Rue's
abiity to control or estmate precisely

Throughout this Annual Report, ‘Group’ 1s used as a collective term
to descrbe De La Rue plc and its subsidiary companies ‘Company’
15 a reference to De La Rue plc

All financials are for the continuing Group (excluding the disposed
Cash Systems business but including Cash Processing Salutions)
unless ctherwise stated

The Group key performance indicators

The Group uses a range of key performance indicators (KPIs), along
with other managerment tools, to monitor performance over tme
aganst the financial objectives and strategy set out in the Busmess
Review The principal KPis with therr page references are listed below

Financial KPls

10 Dmdends per share

11 Earnings per share {EPS)

11 Total shareholder return

12 Revenue

12 Profit before tax and exceptional tems
13 Operating profit before exceptonat items
13 Operating cash flow

28 Key financials summary table

Operational KPls
Pages 14 and 15

Heatth, Safety and Environment KPIs
Pages 33 and 34
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RESULTS
HEADLINES

De La Rue 1s the world’s largest commercial

security printer and papermaker, involved in the REVENUE
production of over 150 national currencies and

a wide range of secunty documents such as

passports, authentication labels and fiscal

stamps De La Rue 1s a leading provider of cash
sorting equipment and software solutions to m
central banks, helping them to reduce the cost [ |

of handling cash De La Rue also pioneers new
technologies in government identity solutions 2009 £502 4m
for national identification, driving licence and

passport Issuing schemes

MARGINS PROFIT

Operating profit before exceptional tems Profit before tax and exceptional tems
2009 19 2% 2009 E£1050m

CASH DIVIDEND

Operating cash flow Total dvidend for the year
£116.1m 42.3p

2009 £69 4m 2009 411p

De La Rue Arnual Report 2010 0%




DE LA RUE
AT A GLANCE

MARKET CAPITALISATION EPS

Headline EPS before exceptional tems

£929.5m 76.2p

As at 27 March 2010 2009 570p

Total revenue sphit
by business unit

1 Currency £4112m

2 Cash Processing Solutions
£86 9

3 Secunty Products £74 9m
4 Identity Systems £32 Om

Geographic analysis
of Group revenue

1 UK and Ireland 13%
2 Rest of Europe 9%
3 Amencas 17%

4 Rest ¢t world 61%

EMPLOYEES WORLDWIDE

c4,000

Across 24 countries

Geographic employee spht
1 UK and Iretand 52%

2 Rest of Europe 19%

3 Amencas 7%

4 Rest of world 22%
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Currency
Cash Processing Solutions (CPS}
Secunty Products
Identity Systems (ID3)
Currency Cash Processing Solutions Secunty Products Idenhty Systemns (IDS)
De La Rue Currency provides {CPS) De La Rue Secunty Products De La Rue Identity Systems

market leading banknote paper,
prnted banknotes and an
unparalleled portfolio of
banknote securty features
Working in partnership wath its
customers to provide effective
currency solutions, the business
can also advise on cntical 1Issues
of currency strategy such as
design, demand forecasting,
denomtnational structure and
protection aganst

counterfelting

See page 16 for morg
information

De La Rue Cash Processing
Solutions 1s integral to the
Currency offenng with shared
central bank customers The
business provides bulk cash
handling organisations — central
banks, commercial banks and
cash-in-transit companies —
with a range of sophisticated
high speed cash sorting and
authentication systems as well
as software solutions,
consuttancy, service and support
to enhance the productmty,
performance and secunty of
cash processing operations

See page 18 for more
information

consists of specialist businesses
whose sofutions are cntical

to authenticating products,
documents and revenues

for governments, global
corporatons and financial
instilutions arcund the world

It produces authentication
labels, brand licensing products,
government docurments,
cheques and postage stamps
as well as vital components

for our Currency and Identity
Systems business urits

See page 20 for more
information

15 a world expert in the delivery
and management of secure
govemnment identity
programmes, systems and
solutions A relable and trusted
partner of governments
worldwide, IDS has mplemented
over 100 projects in 65 counines
focusing on the provision of
passport, ePassport, national

1D and elD, dmving licence and
voter registration schemes

See page 22 for more
information
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A FOCUSED
BUSINESS

De La Rue Is a focused business, leveraging
our core competencies and synergies in order

to achieve long term sustanable growth,
supperted by an engaged workforce

CORE COMPETENCIES

Maximising our synergies

Innovation
and technology

* Maximising selutons

Brand and
relationship

= 200 year history

s |sing our giobal brand
and reputation

« Fosterng and developing
long term customer
relatonships

from intellectual property

s |_everaging matenals
science expertise

» Developing software
capahiities

= Partnenng with small
and highly innovatve
high-tech companies

Efficiency and

productivity

» Bulding on our
productivity programme

* Shanng faciliies and
expertise

+ Developing best practice
teams

* Bulding & manufactunng
culture based on qualty
and performance

04 De La Rue Annual Report 2010
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LONG TERM SUSTAINABLE GROWTH

All parts of the business contnbuting

Current growth dnvers  Synergies

Currency Evolving central Engine of the
bank policy De La Rue brand
Cash Processing Customer productvity  Core to Currency

Future growth
opportunities

State print works
privatisation

Qutsourcing of

Solutions In cash handling offering cash processing
by central banks
Secunty Products Threat of Capitalising on Group  Replicate brand
counterfeiting intellectual property icensing mode!
and internal sales
Identity Systems Growth Leveraging reputation  Large national
of e-identrty and relationships schemes such
as UK passport
ENGAGED WORKFORCE

A culture that makes sense for our employees

85%

of our employees understand our values

honesty, teamwork and dedication

90%

of our employees understand De La Rue's
business objectives

93%

of our employees appreciate how their job contributes

to De La Rue's strategic agenda

Source De La Rue Your Say' staff survey 2009

De La Rue Annual Report 2010 05




A SUSTAINABLE

BUSINESS

De La Rue 1s a sustainable business

thanks to its long term customer relationships,

ongong Investment in capability and

continued cash generation

CUSTOMER RELATIONSHIP

National Bank of Kazakhstan long term partnership case study

Infrastructure development

Collaboration to build
state print works

Automation of cash cycle

Central Bank sorters

Paper Supply

Banknotes in circulation
since 1893, following
Kazakhstan s independence

Secunng borders

Holograms
Holograms for visas

Secunng banknotes

Design 1st Optiks™ Thread
Design of banknotes Wide embedded secunty
since 1993, following thread with aperiure
Kazakhstan s independence

Jomnt R&D projects

Calypso Banknote Security
Expermental banknote Joint development
project

08 De La Rue Annual Report 2010
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CONTINUOUS INVESTMENT

Developing our capabilities

Capability

New production
lne n Sn Lanka

R&D

Leveraged across
the Group

New
customer
relationship
UK passport
People
and talent
Creaton of the
De La Rue
Academy
iInvestment
1770 man days
in HSE training
n 2009/2010
Shared
senvices
Cornmon platiorm
eg IS, logstics

CASH GENERATION

Low nsk business model

For Group excluding CPS for consistency of comparators

Cash conversion equals operating cash flow excluding
exceptional tems, special pension contnbutions and the
movement In advance payments, less capital expenditure,
diviled by operating profit

Cash conversion
%

1056

94

0%
2007 2008

98 97

2009 2010
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A WINNING
BUSINESS

De La Rue 1s a winning business, delivering
sustained growth in revenue and profit,
Increased productivity and ongoing

shareholder value
Revenue Operating profit
SUSTAl NED G ROWTH em bgfirre Iexgce;:'.lgnal tems
£m
5611 109 2
502 4 965
4670
4018 782
3585
613
469

2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
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INCREASED PRODUCTIVITY

A continuous iImprovement culture

Paper
manufacture

Print
operations

Increased productmty
per employee 2005 10 2010

+29%

Increased productivity
par employee 2005 to 2010

+20%

SHAREHOLDER VALUE

Delivering value for our shareholders five year record

Cash returned

£810m
Crdinary
dwvidends Cash Systerns
h rets
£166m pagom oo rewm
Special  £143m
dmdends
£41m
Share
buy backs
2006 to 2010

De La Rue Annual Report 2010




CHAIRMAN'’S
STATEMENT

Nicholas Brookes
Non-executive Charrman

10 De La Rue Annual Report 2010

These results demonstrate De La Rue’s

resilence N the uncertain economic
environment., We will continue to focus on
our core strengths whilst driving long term
growth, profitability and cash generation.

Dividends per share
Pence

# Final
N Intenm

Includes propose
2010 final dwidend

1700
1180

520

2008

1910
1327

583

2140
14 87

653

2008

4110
2740

1370

2009

24230
2820

1410

2010




Business Review

Headlines

* Group operating profit margin® remaimns strong
at 19.5 per cent, underpinned by productvity,
mix and foreign exchange benefits

* Strong operating cash flow of £116m

* Final dvidend increase to 28 2p, making
a total of 42 3p for the year, an increase
of 3 per cent

* Secured £400m UK passport contract
for delivery over 10 years

* Sale of Camelot Investment, subject to
National Lottery Commission approval

* Share buy back announced

*Operating profit is reported for continuing operations
and before exceptional items of £7 5m in 2009/2010

Corporate Governance Report Group Financial Statements

Company Financial Staterments Shareholders Information

Group results

The Group had an excellent year, with Currency delivenng an
outstanding performance due to strong demand and a high quality
mix of work These results underiine the Board's rationale for
creating a more focused Group and demonstrate De La Rue's
resilience in the uncertan economic envircriment We will continue
to focus on our core strengths whilst driving long term growth,
profitabiity and cash generation

Dividend

Final dmwdend

The Board 15 recommending a final dvidend of 28 2p per share
(2008/2008 27 4p per share), subject to shareholders' approval
Thus will be paid on 5 August 2010 to shareholders on the register
on 8 July 2010 Together wath the interum dmwdend paid in January
2010, this will give a total dmidend for the year of 42 3p (2008/2009
41 1p per share}

Overall, this equates to an uplift of 3 per cent In the level of ordinary
dmdend and reflects the previously announced policy

Changes to the Board
As previously announced, the year has seen a number of changes
to the Board

Simon Webb will step down from the Board as Group Finance
Director on 31 May 2010 Philip Nolan and Keuith Hodgkinson
stepped down as non-executive Directors in July 2009 and
Decernber 2009 respectively The Board wishes to thank all three
Directors for therr contrbution 1o De La Rue

The Board 15 pleased to welcome three new Directors Colin Child
will jon the Board on 1 June 2010 as Group Finance Drector,
bringing a wealth of financial and management expenence wath
large international companies

Sir Juhan Horn-Smuth joined as non-executve Director on

1 September 2009 with an impressive track record at senor level In
major global companies including Vodafone Victona Jarman joned

as non-executive Director on 22 Apnl 2010 She has worked closely
with the boards of major FTSE companies and businesses advising

them on a vanety of strategic options

Outlook

As indicated In March, the Board believes that 2010/2011 banknote
volumes should rermain at sumilar levels to 2009/2010 but with a
greater than normal weighting towards the second half Pension
charges will be £3m higher than the prior year

The strong margin mix 1N Currency will not be repeated N the
current financial year It 1s expected that this will be offset by
productvty gains, by cost reduction, especially in Cash Processing
Solutions and by improved trading 1n other parts of the business

Earnings per share 762
Pence

Basic earnings per share

570
Headlne earnings per share 710

before exceptional items

434 5og

B a7

236 331

2008 2007 2008 2009 2010

Total shareholder return 278 1
e 2579

Oe La Rue plc 2406

FTSE 250 excluding
investment trusts index 1809

This graph shows the value at

27 March 2010 of £100 invested 1465
in De La Rue plc on 26 March

2005 compared with the value 1425 1197

of £100 invested in the FTSE 250

excluding investment trusts

index, assuming in both cases 98
the reinvestment of dwvidends

The other points plotted are the

values at nterverung financiat

year ends

174 1

2008 2007 2008 2008 1
Source Thomson Financial w10
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CHIEF
EXECUTIVE’S
REVIEW

James Hussey The strategy remains simple delivering
Chief Executive
certainty for our custorners with secure
and innovative solutions

Revenue Profit before tax and
£m exceptional items
5611 £m 050 041
5024
4670 886
4018 133
2585
537
2006 2007 2008 2000 2010 2006 2007 2008 2008 2010
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Overview

it 1s clear that the sirategy of refocusing the Group on its core
strengths has delivered a strong financial performance with growth
In both revenues and margins as well as a reduction in debt despite
strong capital Investment in the business Overall our operations
have proved remarkably resfient to the prevaling economic
condrtions as we continue to focus on meeting the needs of a
sharad set of customers in the tigh value aréas of currency, secunty
pnnting, authentication and dentity

Over the past twelve months De La Rue has secured key contracts
and profitable growth in challenging economic conditions It
continues to mplement a strongly integrated strateqy, leveraging its
customer relationships and investments in technology and assets to
dnve continuous Improvement In performance and sustainable fong
term growth Increased productmvty remains a key focus for
managing short term market vanability

Group results

De La Rue reports an excellent performance for the year ended

27 March 2010 Revenues grew by 12 per cent to £561 1m
(2008/2009 £502 4m) and operating profit hefore exceptional items
rose by 13 per cent to £109 2m (2008/2008 £96 5m) Operating
profit margins {before excephional tems) were 19 5 per cent
(200872009 19 2 per cent), reflecting benefits from productiity
improvements, custormer mix and foreign exchange Overall for the
Group, mavement in the value of sterlng agamnst the euro and US
dollar contnbuted £27m to revenue and £7m to operating profit
(2008/2009 £25m and £6m respecively)

Profit before tax and exceptional items decreased by 1 per cent

10 £104 1m (2008/2009 £105 Om} due to the increased interest
charges ansing from the return of capital iIn 2008 and lower Income
from associates Headline earnings per share increased by 34 per
cent to 76 2p (2008/2000 57 Op) manly reflecting the benefits of
the previous share consolidation Basic earnings per share from
continuing operations were 71 Op compared with 50 9p in
2008/2009, representing an increase of 39 per cent

Operating cash flow was £116 1m (2008/2009 £69 4rm)
Managernent of working capite) remains a strength of the Group
as demenstrated by the Improved working capital ratos Advance
payments of £44 Om (2008/2008 £38 6m) benefited from some
large receipts mmediately prior to the year end The Group ended
the year with net debt of £11 Om (2008/2008 £33 1m)

Group Finanaal Statements

Company Fnancial Stataments Shargholders Information

Associates

Profit from associates after tax was £6 3m (2008/2009 £8 9m)
representing the contnbution from Camelot, the UK lottery operator
This reduction was anhcipated followang the grant of the thurd lottery
licence with effect from 1 February 2009

As previously announced, De La Rue is to dispose of is
shareholding in Camelot for approximately £77 8m to the Ontano
Teachers' Pension Plan, subject to the approval of the National
Lottery Commussion The proceeds, which are expected to be tax-
free, will be used to reduce the pension fund defict by £35m as well
as returning surplus cash to shareholders wa a share buy back

The investrment in Camelot 1s shown as an asset held for sale in

the balance sheet as at 27 March 2010 As a result there wili be no
further ncome from this associate shown in the 2010/2011 income
statement

Group strategy

The strategy remains stmple delivenng certainty for our customers
with secure and nnovatve solutions  This strategy relates to our
three stakeholder communities as outlined below

Customers De La Rue’s products and services are needed in

a world threatened by sophisticated counterferting and global
terronsm The strategy for an integrated De La Rue flows from our
core strengths of reputation, custorner relationstups and iNnovation
Leveraging these across the ndmduat businesses, while continuing
both to dnve productmity and to invest in capability, enables the
Group to maximise the opportunities presented by our markets

Employees achieving and mamntaining our market leadership
position requires that all De La Rue operaficns work together 1o
enhance our offering to customers by harnessing our shared culture
and capabilities In order to focus our efforts, shared work streams
have been set up across the business units under the banner of
‘One De La Rue’ In the following six areas

* Our Custorners shared customer contacts and relationships
resulting in additonal sales

» Qur People traning and performance management including
establishment of the De LLa Rue Academy

« Our Innovation key research and development actmbes remamn
core to our strategy

Operating profit

before exceptional items
£m 1002

965

833

459

2006 2007 2008 2000 2010

Operating cash flow

£m
116 1

1067

2008 2007 2008 2000 2010
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CHIEF EXECUTIVE’S
REVIEW

continued

» Our Performance manufactunng best practce roling out across
the Group

» Qur Communications clear, consistent messages to both nterngal
and external audiences

» Our Contnbution employee suggestons to improve productivity
continue to produce spectacular resulis

More information on some of these initiatves can be found in the
Corporate Responsibility section of this report (pages 31 to 35)

Shareholders for our investors, | have préviousty outined our six
steps to value

* Focus on curency, secunty, identity and authenticaton systems
* Dnve for cost management

* Mainiain strong cash conversion

= Continue 10 Invest N capability and innovation

* Actively manage the balance shest

* Retum surplus cash to shareholders

Wae are committed to continuing this strategy for our shareholders
Please see pages 4 to 9 of this report for llustrations of how our
business remains focused, sustanable and winning

People

Cur people remain core to our success and | would like to take this
opportunity to thank all our employees for the dedication and hard
work which have resulted in such a good set of figures this year
Our evolution into an integrated Group around the ‘Ong De La Rue’
philosophy 1S beanng frut as we share resources, expertise and
technologies Employee satistaction levels have improved as
witnessed by the staff survey "Your Say' undertaken dunng the year
This produced some very encouraging resufts with 79 per cent of
respondents agreeing that they would prefer to work at De La Rue
rather than another compary The survey results indicate that we
have successfully communicated the Group's values of honesty,
dedication and teamwork as well as our business cbjectves (see
the Corporate Responsibility section for mare information page 33)
We have loyal and long sening employees in whom the Board
takes great pride

Banknote prmt volumes
Billior

76
70

62

52

2006 2007 2008 2008

78

2010

Banknote paper output volume

‘000 tonnes

155
1wy 150

00 124

2006 2007 2008 2008 2010
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How our businesses have performed in 2009/2010

Currency

Currency produced an outstanding performance in 2009/2010

due t0 a combination of strong demand for its products and a high
qualty mix Its manufacturing units operated at very high levels of
capacity utiisation throughout the year Further nvesiment has been
made dunng the year to enhance the capability of the prnt factory
in Sn Lanka

Banknote volumes increased by 2 per cent year on year The
operating profit margins continued to benefit from volume increases,
hugh specification work and productnty improvements, assisted by
the further weakness of steding exchange rates aganst the euro
and the US dollar

Banknote paper production again reflected strong capacity
utdisation as cutput rose by 4 per cent dnven by ongoing increases
In productivity from capital nvestment in earlier years and a
systematic approach to process improvement

The Currency order book continues to provide good visibiity
for 2010/2011 and supports the expectation of consistent year
on year volumas

We fllustrate here four performance measures for Currency

Banknote pnnt volumes and paper output volumes these two
measures have shown consistent year on year growth which clearty
dermonstrates the ongoing demand for both papar and panted
banknotes as well as cur ability to capitalise on the market
opportunities

Cverspil this s the print work that 1s usually produced by state
phnting works but which, for whatever reason, has come into the
private sector Our capacity utiisation will vary depending on how
much overspil 1s avalable, the tming and our requirement for this
kind of work In 2008/2010 the level of overspill was around 23 per
cent (2008/2009 11 per cent) as we chose to take more of this sort
of work

Currency order book this indicates a roling two-year average
number of weeks' work we have outstanding in our Currency order
book This has dropped sightly from last year's level of 46 to 42
weeks as a result of the reversion to more consistent order fevels
and reflects the lumpy nature of the order receipt

Cash Processing Sclutions

CPS continued to experience dificult trading as purchases

of sorters were deferred, nevertheless the busness was cash
generative for the year (before exceptional iterns} Management
has made good progress in ks actions to focus the business more
effectively on its key customer segments, especially central banks,
and to rahonalse the product and manufacturing base in order to
lower the breakeven point This restructunng 1S on track and has
resulted in exceptional costs of £4 8m, as announced fast
September, with a payback expected within two years

Group Financial Statements

Company Financial Statements Shareholders Information

Secunty Products

The Secunty Products business delivered a strong performance,
achieving ncreases In government revenues, brand licensing and
high margin internal compenenis sales aganst a backdrop of a
difficult economic environment in its markets

Operating profit growth was dnven by continued productivity
improverments, cost control and foreign exchange movements

The business 1s well positioned in the niche markets in which it
operates, providing proven, effective and robust solutions to meet
a vanety of customer needs In addition It continues to benefit from
increased collaboration with other Group entites wa internal
component sales and shanng of Group technology

Identty Systems

IDS’ results reflect its continued development of offerings in elD
and ePassports as well as ongoing sales of norn-chipped solutions
The new ePassport factory In Malta reached full operational status
In the year positioning the busmess well for further expansion into
eSystems as well as existing machine readable documents

The award of the UK passport contract in June 2009 clearly
demonstrates IDS' ability to leverage De La Rue's customer
understanding, reputation and technology offerngs in high growth
identity markets

Preparation for the implementation of the UK passport contract

15 on schedule for sales to commence in the second half of
2010/2011 At the present time, the precise volume reguirement
for passport delivenes in 2010/2011 1s subject to final confirmation
by the customer

For more information on each business unit, see the Operational
Review pages 16 to 23

Conclusion and looking forward

Overall the business has performed strongly duning the year This
robust performance demonstrates the qualty of cur core offenngs
In currency, secunty printing, authentication and dentity and of our
postions n those markets

Lookang to the future, our Currency business will continue to see
long term growth (albert offset by short term fluctuations depending
on the mmediate mix of customers in the order beok) as demand
continues to be driven by central bank policy which remams largely
unrelated to economic condrtions The ratonalisation actions that we
have taken in CPS to address the market conditions will continue to
come through n 2010/2011 | am confident that Secunty Products
will continue to perform well In IDS, clearly the focus will rernain on
meeting our obhgations for the UK passport contract whilst
continuing to service other customers around the world

Productivity and cost control remain key for senior management
and in the longer term we continue to mvest N the technologes
and capabilities to enhance the Group's ability to deliver sustainable
growth in value for all ts stakehclders

Overspill proportion
of total banknotes
9% 29

26

23

2007 2008 2009 2010

Currency order book
Weeks — two year roling average
a7
46

42

2006 2007 2008 2009 2010
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OPERATIONAL
REVIEW

CURRENCY

De La Rue Currency provides market

leading banknote paper, printed banknotes
and an unparalleled portfolio of banknote
secunty features Working in partnership

with its customers to provide effective currency
solutions, the business can also advise on
cntical 1Issues of currency strategy such as
design, demand forecasting, denominational
structure and protection aganst counterferting

Revenue Operating profit
£m before exceptional tems
4112 m 953
3486 828
367
865
2540
2268 504
a7
2008 2007 2008 2009 2010 2006 2007 2008 2008 2010
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Strategy

Currency's strategic objective 1s to develop further its global market
leading position as a commercial prowider of banknotes, banknote
paper, secunty features and associated services There are three
key elements behind the strategy

* Close customer relationships by developing and mantaning
the closest possible partnerships with its customers, the business
understands therr requirements and can tailor the products and
services that it provides to meet therr particular needs This
understanding of customer needs also dnves the innovation
process

* An efficient and high quality manufactunng base as the largest
commercial manufacturer of banknotes and banknote paper in
the world, Cumency has natural economies of scale, which are
enhanced by comprehensive programmes of continuous
nnprovement to reduce costs whie increasng quality

« Innovation in both its products and s processes, the dalivery
of novel secunty features helps cornbal the threat of countereiting,
while the efficiency of the cash circulation cycle 1s key to
Currency's market leadership

Drivers of performance in 2009/2010

Dunng the year, Curency delivered growth in sales of 18 per cent
and in operating profit of 15 per cent Please see page 15 of the
Chiaf Executive s Review for commentary on the specific
performance

Trus was an outstanding year for the Currency business with high
capacity utlisation across all of its manufacturing units There was
a good qualty mix of work and the strong margins achieved were
due to some high specification work and productmty iImprovements
as well as foraign exchange

The business did not see any reduction in demand dsspite
the uncertan global economic environment The main driver
of banknote demand 1s central bank policy and this remamns
unchanged from previous years and 1 forecast to continue
In the future {see following section)

Group Financial Statements

Company Financial Statements Shareholders Information

Dnvers and market trends for the future

In terms of the 1ssuance of new notes into crculation, demand 1S
dnven by central bank policy decisions, of which those that affect
note lives are the most significant The policy factors - which include
launches of new designs, changes in cash recyching policy and
developments n cash handling automation — are the most mportant
and conseguently the global economic situation has not had a
signficant mpact on the Currency business

As cash handimg becomes in¢creasingly mechanised and
counterfeiing ever more sophisticated, so the requirement for
central banks to ensure an adequate supply of secure, high quality
banknotes underpins long tem demand for Currency’s products
and services

Cash remains the world's predominant payment system, as
measured by the number of transactions undertaken, as a result
of the particular charactenstcs that it has in comparnson with other
payment systems These charactenstics include its unversal
acceptability and the speed and lack of any requirement for
complex infrastructure at the point of transaction Although interest
In new, alternative payment systems continues, there is little
evidence currently that such systems will fundamentally change
the dynamics between cash and non-cash payment methods

Risks

The Currency business operates within a defined market and the
business 1s exposed to the short term ordenng cycles of central
banks Significant year on year changes in volume or customer
rmix could affect profitability The loss of key customers, either in
banknotes or banknote paper, could have a major effect on the
Group's results and prospects which the business mitigates by
achieving diversity In ts customer base

Although the overall level of banknote counterfeiting around the
world remains fow, analysis of counterfelt notes indicates that
cnminals are atiemphng mcreasingly to simulate some of the
security features introduced over the last ten to fifteen years
Currency undertakes extensive analysis of counterfertts to assess
this trend and has a continuing programme of innovation, n many
cases Invohing novel matenals and processes, to develop new
features to remain ahead of the counterfeiter

In 2009 the Clydesdale Bank launched a new family of
banknotes, its first for over two decades. De La Rue was
proud to work with the bank, Scotland’s largest i1ssuer

of currency, over two years to produce this superb series
The notes display Scotland's five Unesco World Heritage
Sites alongside celebrated national figures such as the
poet Robert Burns and the doctor and suffragette Elsie
Inghs The designs were the first to include De La Rue's
innovative Depth™ Image hologram. In May 2010 the senes
was awarded the prestigious Best New Banknote award by
the International Association for Currency Affairs
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OPERATIONAL REVIEW

continued

CASH PROCESSING

SOLUTIONS

De La Rue Cash Processing Solutions {CPS) 1s
Integral to the De La Rue Currency offering with
shared central bank custormers The business
provides bulk cash handling organisations with
a range of sophisticated high speed cash sorting
and authentication systems as well as software
solutions, consultancy, service and support to
enhance the productivity, performance and
security of cash processing operations.

Revenue CQperating profit
£m before exceptional items
&0 m
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Strategy

CPS' strategic cbyjective is to deliver stable and sustainable business
growth by leveraging De La Rue's strength in developing customer
relationships, bnnging nnovative solutions to our customers and

by delvenng excellence In execution

This wall be delivered by

« Leveraging De La Rue's market position and strategic customer
relationships and focusing on our key market segments of central
banks, commercial banks and cash-in-transit companes

« Continued investment in research and develcpment programmes
that deliver Innovative solutions 1o our customers and benefit their
cash processing operations

+ Designing customer-focused excellence Into our processes
to ensure that we meet and exceed customer expectations

CPS 15 proud of its long term relationship with central banks,
commercial banks and other bulk cash handlers We seek to bulld
sustanable partnerships with our customers and detver nnovatve
solutions that can take advantage of future market opportunties

Dnvers of performance 1n 2009/2010

Dunng the year, CPS saw a fall in sales of 14 per cent and

a reduction In operating profit of £3 9m Please see page 15
of the Chief Executive’s Review for commentary on the specific
performance

Trading conditons remained difficult durng the year and reductions
In customer discretionary spend resulted In order deferrals However,
we are pleased that our service revenues have held up in the year,
testimony to our continued customer focus

Management has made good progress in its actions to refocus the
business on its key customer segments as well as to ralonalise the
product and manufactunng base Overal the CPS business has
been able to delver a positive operating cash flow before
exceptionals for the year

Notwithstanding the difficult market conditions, CPS has achieved

a maor milestone in nstaling the new DLR 7000 high speed note
sorter into all key market segments of central banks, cormmercial
banks and cash-in-transit companies (see case study below)
Innovation continues to be core to the strategy for example this year
has seen the successful ntroduction of the new Cobra stredder
solution o a number of central bank customers worldwide

Group Financal Statements
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Dnvers and market trends for the future

The growing use of automation in the cash cycle continues to
dnve change in the cash processing industry The growth inthe
number of ATMs has made cash avalable 24 hours a day, dmang
ever higher volumes of banknotes, even in developed economes
where crecit cards might have been expected to reduce the
demand for cash Moreover, the economic downturn has drven
increased cash usage as the public turn to cash as ameans to
control personal expenditure

Central banks have increased thew focus on secunty and
performance and a number have introduced performance standards
for the authentication and fitness sorting of banknotes in the
commercial sector This has helped central banks to achieve their
objectives of ensunng the integnty of banknotes and ensuring the
efficient supply of cash, wherever and whenever It 15 needed It has
also led to increased demand for advanced banknote processing
solutions from the commercial sector as they look to improve
operational efficiency within these regulatory frameworks

The demands on the products and services we provide are
increasing, as customers challenge us to deliver higher levels of
security, performance and productivity Central and commercial
banks are seaing a requrement to deliver increasing levels of
process control and wisibility, allovang organisations to replicate
global best practice in their operations Solutions such as ECM™
Business Intelhigence {CPS cash management software) are
designed tc deliver cntical business data to decision makers in
real tme and have allowed users to realise significant operational
savings We anticipate that demand for such solutions will continue
to grow as organisations demand greater process control and
become more cost focused and data dnven

The cash processing ndustry 1s a vital part of the econemy and

we anticipate that it will remain so whilst demand for banknotes
continues to grow The trend for some central banks to outsource
the recycling of fit banknotes to the commercial sector wili continue
to drive the demand for advanced solutions, whilst the current
economic challenges will continue to drive the search for
productmty gains across the industry

Risks

Whilst the underiying business dnvers remain strong, the CPS
business is exposed to long ordenng processes of central and
commercial banks, frequently for customers in the developing world
Significant year on year changes in volume or customer mix could
affect profitability, which the business miigates by achieving a
dversity of its customer base One of the strengths of the CPS
business 1s that a significant part of the business 1s annual sevice
and mantenance of the installed base These are very stable, long
term contracts to maintam rmission critical machine operation

CPS’ lotal solution package typically represents a major investment
by its customers Therefore, the profitability of the CPS business in
any given penod can fluctuate signficantly, depending upon the
customer demand and the specific solutions delivered In that penod

The DLR 7000 high speed banknote sorter 1s now processing
banknotes on a daily basis for central banks, commercial
banks and cash-in-transit companies worldwide, including
leading Insh bank AIB and Pans-based CIT Temis. AIB
Currency Services says ‘the DLR 7000 has provided AIB

with a modem, effective and efficient solution which enables
us to run a world class operation serving our customers and
servicing our branches and ATM network’. Temis, a local
leader in its sector, automated its two cash centres using the
DLR 7000. Gilles Goudron, Managing Director, said ‘We are
now running over 1 million notes per day and the system has
already delivered significant savings to our operation’
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continued

SECURITY PRODUCTS

De La Rue Secunty Products consists of
specialist businesses whose solutions are
cnitical to authenticating products, documents
and revenues for governments, global
corporations and financial institutions around
the world, It produces authentication labels,
brand licensing products, government
documents, cheques and postage stamps

as well as vital components for our Currency
and IDS business units

Revenue

£m
748 749
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Operating profit
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Strategy

Secunty Products’ strategy 1s to buld market share in three segments
with long term growth prospects government revenues brand
authentication and components supplied to internal customers

The businesses that make up Secunty Products are amongst the
leaders In therr respeciive markets and are renowned for delivenng
innovative solutions This 1s a result of nvestment in new technology,
leveraging the Group's intellectual property and research and
development actvities

Secunty Products’ solutions are cntical to authenticating revenue
streams, documents, products and people, and are contnually
upgraded to mantain effectveness Increasingly the business delivers
a complete solution, Including secure tokens, data management,
supply chain services and on-ine authentcation capability

Productvily gains continue to be delivered through continuous
process improvement, sharing fixed costs and ngorous cost control,
helping to mamntan the trend in increasing profit and better marging

Drivers of performance in 2009/2010

During the year, Secunty Products delivered growth in sales of

7 per cent and growth in operating profit of 35 per cent See page
15 of the Chief Executive's Review for commentary on the specific
performance

Performance was in Ine wath expectations, showing an
improvement over 2008/2009 in tenms of orders, sales and
operating profit, reflecting growth N each of the target segments
This focused approach combined with high contract renewal rates
and increased eficiency gives Secunty Products a stable platiorm
for growth

This year Secunty Products secured new mult year contracts in all
of #s target sectors government revenue contracts in Africa and the
Middle East, brand authentication business with orgarusations in
UK, Europe, Asia and North Amenca and internal component orders
from both Currency and IDS, inctuding the first use of the Depth™
Image holographic feature on a family of banknotes by Clydesdale
Bank (see customer case study on page 17)

Secunty Products has shown considerable resiience to weak
economic condtions Orders from commercial customers were
refatively slow in the first half, continuing the trend from the end of
2008/2009, but there 1s now some evidence that growth 1s returning

The challenge for Secunty Products Is to deliver continually value
to our custormers by comibining the latest security with world class,
cost effeclive service 1o create supenor solutions

Group Financial Statements
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Dnvers and market trends for the future
Secunty Products 1s focused on three distinct markets, each with
attractve charactenstics

» Government revenues Secunty Products Is already one of the
leacing suppliers of tax stamps on tobacco and alcohol products
This market has long term growth prospects with over 100
countnes without schemes N place As governments seek io raise
and protect revenues, we expect new schemes to be introduced
and existing schemes upgraded

* Brand authentication Secunty Products’ combination of world
class design, manufactunng excellence and unbeatable secunty
has ted to long term relationships with many of the world's leading
brands to protect ther revenug streams and global reputation
Secunty Products works with brand owners such as FIFA,
football's governing body, who successfully lcense therr brand
and benefit from technology that reveals counterfe, royaty
under-reporting and grey market diversion 1ssues (see case study
on FIFA below) We expect brand owners to continue to place
ncreasing emphasis on protecting thewr revenue streams and
brand integnty as the global economy recovers

= |nternal components Secunty Products i1s a key supplier of secunty
features and components to the Currency and IDS business urits
of De La Rue Secunty Products will benefit from the long term
growth in each of these businesses

Secunty Products has achieved notable productmty gains n the
last few years There s potential for further mprovement and we are
putting addiional iInvestment into realising these benefits, Including
a significant traning nitiative ‘Leading Performance’

Risks

Secunty Products’ customers are prncipally governments, major
commercial erganisations and financial institutions constantly
threatened by counterfeting and dicit trade ssues Solutions
need to be continually upgraded to meet these threats

Sales cycles can be lengthy, but once contracts are secured the
business benefits from significant stability and good forward visibilty
Managing the customer relationship over time becomes critical

Government spending continues to be under scrutiny and the
mplementation of tax stamp schemes must demonstrate the abdity
to Increase revenue collections Without this evidence schemes
may be delayed

Our commercial customers are more vulnerable to weak economic
conditions but there 1s some evidence that growth 1s returning

Digial authentication remains the long term cbjective for many
progressive customers and Secunty Products has developed
solutions that provide functionality today and a roadmap towards
future upgrades

Having successfully delivered a high quality, rehable
service to more than 170 hcensed customers at over
400 manufactunng sites for the 2006 FIFA World Cup™,
De La Rue Holographics was delighted to be asked

to replicate the model for the 2010 FIFA World Cup™
Our holograms, designed specifically for the 2010
event with enhanced security features, are being used
on all official 2010 FIFA World Cup™ branded licensed
merchandise, enhancing FIFA's icomic brand, protecting
its revenues and making it easier and faster for football
fans to identify genuine FIFA licensed products.
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OPERATIONAL REVIEW

continued

IDENTITY SYSTEMS

De La Rue Identity Systems (IDS) is a world
expert in the delivery and management of
secure government identity programmes,
systems and solutions A reliable and trusted
partner of governments worldwide, IDS has
implemented over 100 projects in 65 countres
focusing on the provision of passport,
ePassport, national ID and elD, drving licence
and voter registration schemes

Revenue Operating profit
£m befare exceptional items
320 tm a7
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%5 39
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Strategy

IDS' goal 1s to delver growth by developing its customer base in
existing regions and continue to extend its capabilities and offenngs
In response to the evolving needs of the identity market

The business delivers this goal in three ways

* Continued development of sales channels — deepening its
relatonships with existing customers while leveraging Group
networks and external partnerships to find new opportunities

*» Innovation and breadth of proposrtion - targeting research
rvestment and using existing Group technologies to develop
new and differentiated secunty features for identity documents,
alongside the ongoing development of software systems and
electronic identity (elD) solutions

* Delivery of customer-focused operational excellence — drving
cost advantages and supenor customer satisfacton through
continuous improvement in qualty and manufactunng efficiency

Dnvers of performance in 2009/2010

Dunng the year, IDS delivered growth in sales of 5 per cent and
growth in operating profit of 13 per cent Please see page 15 of the
Chief Executive’s Review for commentary on the specific
performance

The identity market 1s continuing to grow Despite evidence that the
global economic ¢nsis has n some cases slowed down the roli-out
and development of identity programmes, undertying trends and
dnvers remain consistent as the pressures to iImprove cross-border
secunty and demands for public sector identity programmes
contnue Further drving performance, the business continues

to manage its supply chain effectvely, both controling costs and
mitigating the nsks As a manufacturer this has meant a focus on
continuous improvement 11 quality and efficiency and as a reseller
and integrator of 1issuance solutions, robust procurement strateges
and delivery methodology

In the current year IDS was successiul in winming the contract to
design, manufacture and supply the UK passport This1s a 10-year
contract valued at around £400m The implementation prograrmme
has now commenced and 1s set to deliver substantal growth in the
coming year Other successes dunng the year include the award
for East Afnca's first elD solution 1n Rwanda (see case study below),
defivery of a national 1D card and system in Guyana and an update
to the existing Bahrain passpert including the first ever instance

of Cornerstone™ n a travel document (Cornerstone™ 1s a paper
feature onginally developed for banknotes that ensures greater
durability) In addition to further developing its elD capabibily dunng
2009/2010, IDS also delivered EAC (Enhanced Access Controly
capahility allowing it to prowde the latest secure ePassport solutions
compnsing enhanced secunty protocois for the safe storage and
accessing of fingerpnnt data on the chip

IDS’ new purpose built ePassport factory in Malta, which opened
tast year, has now reached full operational status Investment in
this plant will continue N order to ensure the latest technological
advancements are installed

Group Finangal Statements
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Dnvers and market trends for the future

Technology will continue to drive grawth More countnes will move
to higher value eSystems, with an increase in associated needs ior
more sophisticated data secunty management

IDS will continue to see its markets transition to ePassports and
elD from non-chipped solutions at a steady pace This provides

a natural cpportunity for growth as new elD solutions increase

the scope of a country’s requirements, adding the need for more
complex secure data capture and data management With a large
customer base yet to move 1o eSystems, (DS 1s well-posiioned

to grow organically At the same time this transiion provides
challenges as it 1s a natural re-tender pont 1DS 18 focused on
ensunng # 15 well positicned where it s incumbent and able to
satisfy these changing customer needs

The new contract for the UK passport marks a significant
opportunity Operational efficiencies and enhancements will fow
from increased scale, while in paralle! the business continues to
delver significant new services alongside its existing operations

Risks

Due to the expanding nature of the service proposition around
ePassports and elD systems, IDS 1s seeing continued competition
from players who do not come from a securty pnnt hentage 'tis
also seeing mcreasingly sophisticated sales processes often nvohlng
partnership and contact with a wider range of stakeholders Typically
contract values may increase but also the sales process grows In
length and complexity

As an Integrator of services from other companies, IDS must ensure
It manages nsks in ts supply chan Finding the nght partners and
putting In place strategies to ensure it manages the nsk of suppler
falure are key to success

DS 15 a contract-based business focusing on government
customers As such its revenues can be lumpy in nature
Government contracts can be prone to cancellation or delay at
short natice and the busingss ams to ensure it has a sufficiently
strong pipeline and range of ongong contracts to ensure it
maintains steady growth

Reatfirming its strong ties with the Government of Rwanda,
IDS has been awarded the contract to design and implement
East Africa's first national elD project. De La Rue has been
working in Rwanda for over ten years and already delivers
its passport, current ID card, dnving licence and supporting
systems. The new smart elD card device is at the leading
edge of technology and innovation and will deliver a
document that offers multi-application functicnality, allowing
citizens easier access to services while also providing
improved levels of secunty
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RISK AND RISK
MANAGEMENT

De La Rue’s reputation 1s based on secunty,
integnty and trust This section summanses
the types of nsks which are either specific

to De La Rue or which could have a matenal
adverse effect on the Group, together with
the controls which have been put in place
to manage those nsks The nisks outlined

in this section represent the pnncipal major
uncertainties and trends which may have an
mpact on De La Rue’s ability to implement
effectively its future strategy It 1s not an
exhaustive list as some nsks may be as yet
unknown and other nsks, currently regarded
as immatenal, could turn out to be maternal

RISK MANAGEMENT AND GOVERNANCE STRUCTURE

Risk owners Risk Committee

and managers

* Responsible for * Approves nsk

operational management
and oversight of nsk
wathin indnadual
businesses or functional
arcas

* Aliocation of apprepriate
levels of resource for
indmadual nsk controls

management framawork

* Reviews businass and
Group nsk registers

« Composition includes
Chief Executive,
Group Finance Director,
Company Secretary,
business LNk Mmanaging
directors and Group
Director of Business
Continuity

+ Considers actions to
Improve management
of rnisk

s Considers new or
emerging nsks

Audit Committee

* Considers adequacy of
internal controls and risk
management framework

* Receives and reviews
repors on nsk
rmanagement from
Risk Committee

* Receves and reviews
reports from internal and
external audit on status
of internal controls

Board

+ Responsible for
governance structure

* Approves high fevel nsk
appetite

* Receves reports
from Audit and Risk

Committees on nsk
and internal controls
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The Combined Code on Conporate Governance requires the

Board 1o maintain a socund system of internal contro! to safeguard
shareholders' investment and the Group's assets and at least
annually to conduct a review of the effectiveness of the Group’s
system of internal controls Dunng the year, the Board camed out 1its
annual review which covered all matenal controls, including financial,
operational and comphance controls and nsk management systems
Adaditionally, the Board received information about the Group's
operations throughout the year enabling it regularty to evaluate

the nature and extent of the nsks to which the Group 1s exposed
The Board 1s therefore able to confirn thai an effectve system

of Internal control has been in place throughout 2009/2010

Internal control

The Board has overall responsibility for the Group's system of internal
control and for reviewing its effectiveness It reies on the Audit and
Risk Committees to assist In this process Over the course of the
last year, a comprehensive review of nsk management and reporting
structures has been undertaken and changes to the nsk assessment
procedures have been introduced to improve the management

of nsks at the business unit and functional levels and to strengthen
the role of the Risk Committee Details of the Audit and Risk
Commitiees are set out in the Corporate Governance Statement

on pages 45 and 46

Management is responsible for mplementing the controls which are
designed to meet the particular needs of the Group, and the nsks to
which it 1s exposed, with procedures intended to provide effective
internal control The controls by ther nature are designed to manage
rather than eliminate nsk and can only provide reascnable but not
absolute assurance aganst matenal misstatement or loss The
processes usad by the Board and, on s behalf, by the Audit and
Risk Committees have been in place throughout the year, and
Include reviewing

* Monthly finance, operational and developrment reporis
¢ Internal and external audit plans
* Significant issues identified by internal and external audits

+ Significant Group nsks and nisk mutigation actions reported by the
Risk Committee including updates to the Group's nsk register

» Annual compliance statements in the form of self-audit
questionnaires

* Reports on other matiers such as secunty, health, safety and
environmental 1ssues and fire nsks

Group Financial Statements
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Internal financial control
The financial control framework includes the following key features

» An annual strategic planning process
* An annual budget

= A gystem of monthly reporting by each business unit which
Involves companson of actual resuits with the onginal budget
and the updating of a full year forecast

« Monthly reporting of performance to the Board
» Audited annual Financial Statements
» Intenm Financial Statements reviewed by the auditors

The man controls which address the financial implications of

the major business risks are centred on strict approval procedures
These are reviewed annually, approved by the Board and apply

to all subsidianes They nclude

» Execuive Directors’ approval of all major non-routing revenue
expenditure

* Board approval of all major capital expenditure
+ Board approval of all acqusitions and disposals

* A gystem of authonsation ims which cascades throughout
the Group

» Board congideraton of any matter having a matenal effect
on the Group

Capntal management

The Board's policy 1s to maintan a strong capital base and modest
levels of net debt In order to mantain mnvester, creditor and market
confidence and to sustain future develcpment of the business
Further detals on capital management can be found in note 15

to the accounts on page 75

Treasury, foreign exchange and borrowing facilibies

The Group Treasury departiment provides a central service to Group
companias and conducts its operations N accordance with clearty
defined guidelines and policies, which have been reviewed and
approved by the Board Treasury fransactions are only undertaken
as a consequence of underlying commercial transactions or
exposures and do not seek to take actve nsk positions Itis Group
Treasury’s role to ensure that the Group has sufficient avalable
barrowing faciites 1o meet its needs in the foreseeable future

Details of specific operational nsks can be found n the Operational
Review on pages 16 to 23 Detals of financial nsk management ¢an
be found in note 15 to the accounts on page 74
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RISK AND RISK
MANAGEMENT

continued

Each business unit and every Group function has developed and mantans a nsk register, captunng significant nsks to wiuch the relevant
business unit 1s exposed or which have been dentified as a nisk to the Group by the relevant function These nsks are reviewed by the Rigk
Committee, which identifies those nsks which could have a matenal adverse impact in the context of the Group as a wicle, and which are
then reported to the Board The prncipal nsks identified by the Risk Committee and reported to the Board in 2009/2010 are set out below
but do not appear in any particular order of potential matenality or probability of occurence

Ak

Mibgaton

Loss of key site

There are a number of key manufactunng sites across the busness
The total loss of any one of these key sites could have a major
financial impact, particularly where the site forms a source of supply
for the business

The Group aims to achieve the highest standards of health, safety
and envirecnmental management Risk engineering to minimise nsks,
partcularly from fire hazards and the use of flammable solvents,

15 a key focus to ensure that site nsks are clearty pnontised and
resourced and actions taken, wherever possible, to terminate

or murimise these nsks The development, updating and testing

of business continuity plans is also an essential component in
maintaning assurance for the continuity of supply

Contract 1ssues

Customer contracis contain a range of obligations and conditions
If labilities were 1o be tnggered, significant penalties could be
ncurred Quality falures could also tngger hiabity clams that

meay require re-manufactunng

Commercial and contract nsks are managed through a vanety

of means Contracts are reviewed by the internal legal team and
matenal exposures, together with identified means of mitigating
them, are submitted to the Board (sometimes through its General
Business Committee) for approval Supplier performance 1s also
kept under regular review with ngorous testing and quahty control
appled to products

Product secunty

There is the potential for reputational damage in the event of the
loss of matenals from a manufactunng site as a result of negligence
or theft Loss of product whilst in transit, particularty dunng
transhipment, through the falure of freight companies or through
the loss of an awcraft or vessel as a result of an accident or natural
disaster 1s also possible

Secunty 1s a kay focus across De La Rue Robust physical and

audit securtty procedures at producticn sites reduce the nsk of an
Inadvertent loss or theft dunng manufactunng Movements of secunty
matenals between De La Rue sites and for onward delivery to
customers are conducted appiying strngent operational procedures
using carefully selected carmers and surtably screened personnel

All movernents are nsk managed and monitored globally on a 24/7
basis Procedures are kept under continuous review and any
incident or non-comphance 1s fully investigated

Pension funding

The Group operates a defined benefit pension scheme in the UK
Presently there 1s a deficit between the projected kability on the
scheme and the assets held by the scheme The size of the deficit
may be matenally impacted by a number of factors including
mflation, investment returns, changes in interest rates and life
expectancy Anincrease in the deficit may require the Group to
increase the cash contnbubons to the scheme which would reduce
the Group's avalable cash for other purposes

The performance of the pension scheme ts reviewed regularly

by Group management in comunction with the scheme's Trustee
External actuanal and investment advice 1s taken on a regular basis
to ensure that the scheme 1s managed in the best interests of both
the Group and the scheme's members Fallowing consultation with
the members, Trustee and advisers, agreement has been reached
to close the defined benefit plan to alt members with effect from
Apni 2013, with a replacement defined contnbution scheme being
brought Into operation

Enwvironmental breach

Our man banknote paper manufactunng site 1s at Ovarton mill
which is located in an environmentally sensitive area  Any significant
breach of operations, such as unauthonsed discharges, could result
n immediate suspension of operations at the site

Environmental awareness 1s afforded high prionty at all De La Rue
manufactunng sites and particularty at Overton To ensure continued
comphance with regulations, constant monitonng of all key
operating parameters 1s n place with regular testing of discharge
water aganst performance critena agreed by the Ervironment
Agency Controls and specialist personnel are in place on a
continuous basis throughout the year with regular training and
awareness programmes in place for all employees
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Fsk

Mitigaton

Foreign exchange

The Group operates internationally and 15 exposed to foresgn
exchange nsk ansing from various currency exposures, primanty
with respect to the US doflar and euro Any matenal exposure
{0 foreign exchange nsk could have a maor effect on the
Group’s profits

The Group aims to hedge between 60 and 100 per cent of foreign
exchange exposure nsk ansing from future commercial transactions
and recognised assets and liabiites An annual review of hedging
pokcy 1s presented to the Board

Health and safety failure

All De La Rue's activiies are subject to extensive internal Health,
Safety and Environmental (HSE) procedures, processes and
controls Nevertheless, there 1s a nsk thal falure of process
could In the worst case lead to a senous myury or fatalty

The Group has detaled comorate heatth and safety standards
which are internally audited and supplemented by certification to the
OHSAS18001 standard in all magor facdities, requinng independent
external audit verification The Health, Safety and Environment
Committee has Operating Board representatives from each
business unit and reviews HSE performance regularly Each facility
has clear HSE action plans which are priontised, montored and
subject to review by local senior management to ensure that health
and safety standards are mantaned HSE performance 1s reported
to the Board each month

Breach of competition regulations
Breach of competition regulations could resuft in significant
financial penalties as well as reputational damage

Regular traning takes place for all sales and other personnel who
may have contact with competitors, for example at industry forums
or dunng formal tender processes

information secunty

The confidentiality, Integnty and avallability of information systermns
could be affected by factors that include human error, ineifective
design or operation of key controls or through malfunction or
deliberate attack Outages and interruptions could affect our ability
to conduct day to day operations and any compromise of the
confidentiality of infarmation could impact our reputaton with
current and potental customers

De La Rue keeps all aspects of 1ts secunty arrangements under
reguiar review There are a number of controls in place to manage
this nsk including network segregation, access restnctions, system
monitoring, secunty reviews and vulnerability assessments of
nfrastructure and applications Business continuty plans are in
ptace to help recover from significant outages or nterruptions

Non-comphance/illegal behaviour by third parties acting
outside the iaw or De La Rue policies

in some countnes De La Rue relies on the services of third parties
to reprasent its interests There 1s a nsk that third parties such as
suppliers or agents could operate In a manner contrary to the
Group's strict pohcies on ethical business conduct or the law,
exposing us o potential financial and reputational damage

During the year, the Group implemented the recommendations of
Lord Woolf ansing out of the investigation into allegations of corrupt
payments by BAE Systems, insofar as they relate to the use of
agents A ngorous assessment of all processes invoiving third party
appointments is conducted and audited independently of the sales
team In addion, a number of further control measures have been
introduced such as dedicated training for sales personnel, serior
managers and agents on the Code of Conduct, anti-bribery and
comuption iIssues Controls on the use of cash and advance
payments are in place and external adwisers are engaged to
undertake duse diigence on sensitve agents identified as a result

of a full nsk assessment Greater wisibility has also been gven to
the Whistleblowing palicy to encourage employees to report any
suspicious conduct
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REVIEW

Simon Webb [N this section of the Business Review we

Group Finance Dirsctor analyse the strong performance and financial
position of the Group at 27 March 2010

Key financials {Continuing Group - excluding the disposed business of Cash Systems but including CPS)

2008/2010 200872009 Ghange
Revenue £561 1m  £502 4m 11 7%
Profit before tax £96 6m £96 1m 05%
Profit before tax and exceptional itemst! £1041m £1050m (0 9%)
Operaung profit before exceptional items! £109 2m £96 5m 13 2%
Basic earnings per share 71 0p 50 9p 39 5%
Headline earnings per sharet?! 76 2p 57 0p 33 7%
Operating cash flow £116 1m £69 4m 67 3%
Net debt at end of year® £110m £33 im 66 8%
Dmdends per share® 42.3p 41 1p 29%

" hetorg exceptional casts of ©7 5m {2008/2009 £8 9m}
@ gash and cash equvalents of £.41 6m (2008/2008 £58 5m) less current and non-current borrowangs of £52 6m (2008/2009 £91 6m)
M includes proposad final dvdend
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Financial results

Revenues grew by 12 per cent to £561 1m (2008/2009 £502 4m}
and operating profit before exceptional tems rose by 13 per cent
to £109 2m (2008/2008 £86 5m) Cperating profit margns (before
exceptional tems) were 19 5 per cent (2008/2009 19 2 per ¢cent),
reflecting productvity improvements, customer mix and foreign
exchange Oweralt for the Group, movement in the value of sterling
aganst the euro and US dollar contnbuted £27m to revenue and
£7m to operating profit (2008/2000 £26m and £6m respectively)

Profit before tax and exceptional items decreased by 1 per cent

to £104 1m (2008/2009 £105 Om}) due to the ncreased interest
charges ansing from the return of capital In 2008 and lower income
from associates Headlne earnings per share increased by 34 per
cent to 76 2p (2008/2009 57 Op} manly reflecting the benefits of
the previous share consolidation Bastc earnings per share from
continuing operations were 71 Op compared wath 50 8p in
2008/2009, representing an Increase of 38 per cent

Exceptional items

Exceptional charges of £75m in the penod reflect the resolution

of a legacy overseas indirect tax 1ssue and the recrganisation of
CPS, the latter expected to have a payback within two years
Reorganisation costs pnncipally covered redundancy charges and
rationalisation of products and stte capabilites These charges gave
nse to a related tax credit of £1 Om In aclditon £1 4m of tax credit
arose when the tax treatment of some pnor year exceptional tems
was determned

Dunng 2008/2009, De La Rue announced its intention to reduce
central costs by approxmately 50 per cent following the disposal of
Cash Systems This programme was completed ahead of schedule
Central recrganisation costs relating to this programme pnncipally
covered redundancy, separation costs and site rationalisation
charges

The Group completed the sale of its Cash Systems activities on

1 September 2008 Profit from discontinued operations {after tax)
was £296 5m, which included £12 6m (after tax) from the trading of
the discontinuad activities for the five months to 1 Septermber 2008

Interest charge

The Group's net Interest charge was £5 1m (2008/2009 income
£1 4m), which reflects the debt taken en in connection with the
return of capital n 2008 In addition the IAS 18 related finance item,
ansing from the difference between the interest on tabilities and the
expected return on assels rose to £6 3m (2008/2008 £1 8m) as

a result of lower expected returns on the reduced market valuation
of pension assets at the 2008/2009 year end

Taxation

The tax charge for the year was £26 2m (2008/2009 £28 5m) The
effective tax rate pre exceptional terns, was 27 5 per cent, broadly
in ine with the previous year's rate The effective tax rate excluding
associate Income (shown post-tax) would have been 29 per cent

A credit of £2 4m anses on the exceptional charges noted above

Group Financial Statements
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Cash flow and borrowings

Operating cash flow was £116 1m (2008/2009 £69 4m) with a
strong cash conversion of 99 per cent (2008/2009 98 per cent}
Management of working capital remains a strength of the Group as
demonstrated by the improvement in stock days to 40 (2008/2009
58) and debtor days to 34 (2008/2009 39) Advance payments of
£44 Om (2008/2009 £39 6m) benefited from some large receipts
immediatety prior {0 the year end

Capital expenditure of £33 1m (2008/2009 £29 3m) was higher
than depreciation, reflecting the investment programme directed
at enhancing the future capability of the business, including the
preparabion for delivery of the UK passport contract

The Group ended the year with net debt of £11 Om (2008/2009
£33 1m)

Durng the year, the Group negotiated a new borrowing facihty
running to Seplember 2013 Key financial covenants on this facility
are unchanged and require that the interest cover be greater than
four tmes, and the net debt to EBITDA ratio be less than three
tmes

Pension deficit and funding

The Group's last formal (tnennial} funding valuation of its UK defined
benefit pension scheme took place on 5 Apnl 2009 and dentified
the scheme had a deficit of £204m (5 April 2006 £56m deficiy)

The deficit Increased despite special contnbutions of £51m over the
three years prior to April 2009, prmarily as a result of a fall In asset
values following the financial cnsis and continued iImprovements

in Ife expectancy

In Apnl 2008, the Group agreed with the Trustee to make addtional
special contnbutions of £12m per annum until 2012 or untll the
deficit was cleared, if sooner Fallowing the completion of the latest
tnennial valuation and in addition to the one-off contnbution resulting
from the Camelot sale (£35m), agreement has been reached with
the Trustee to Increase the annual funding plan to £15m per annum
{commencing n 2010/2011 and running for approximately 11 years)
with a 4 per cent annual Increment

Dunng 2009/2010, special funding payments of £17m were made
to the Group pension fund, comprnsing the scheduled contnbution
of £12m and an early payment of part of the 2010/2011 contnbution
for reasons of tax efficiency

Pension scheme changes

The final salary section was closed to new entrants from July 2004,
with new employees joining the De La Rue Retirement Flan which

Is a combnation of a 1/100ths accrual final salary secticn and a
defined contnbution arrangement From June 2007 the normal
retrement age was ncreased from 62 to 65, wath retrements before
the normal retirement age resultting in a 5 per cent per annum
actuanal reduchon in pension accrued after June 2007

Analysis of the Group's assets and related cash/debt by currency

219 2010 2010 2009

Group Assets  Cash/(debt)  NetAssets’  NetAssetst
£m £m £m £m
L stering {419) (30} (44 9) @72
US dollar 341 (17 1) 170 149
euro 239 1.2 251 411
All other 12 79 9.1 89
17.3 110 63 177
{Exchudng minonty interest
Principal exchange rates used in translating the Group’s results
2009/2010 2010 200872009 2008
Average Yoar end Average Yeur end
£
US dollar 1.58 149 173 143
eurQ 1.13 1.1 121 108
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After a consultation process with members the following agreed
changes to the pension scheme will be implemented

* A new defined contnbution scheme, open to all UK employees,
to be created from the summer of 2010

+ The Final Salary and Retirernent Plan defined benefit schemes
to be closed to future accrual for all employees with effect from
1 Apnl 2013

Closing the defined beneafit scheme wall result in a one off
exceptional benefit m the ncome staternent for 2010/2011
of ¢c€16m and a reduction in the deficit of c£20m

IAS 19 accounting

It 1s the responsibility of the Trustee to set the method and
assumptions for calculating the schemne habilities under scheme
Funding Valuation The assumptions used te calculate the 1AS 19
valuation used in the consolidated accounts are set by the Group
in compliance with the gudance given in IAS 19 and advice from
Its actuary The discount rate used for calculating 1AS 19 habilites
1s the yield prevailing on AA rated corporate bonds Those used for
ongoing funding valuation are based on actuanal adwice taking into
account the actual Investment profile of assets between bonds and
equities over the longer term This 1s the prncipal difierence between
the two sets of assumptions

The valuation of the UK pension scheme under |AS 19 principles
indicates a scheme deficit pre-tax at 27 March 2010 of £124 8m
{March 2009 £675m) This significant ncrease in defict dunng the
penod has mainly ansen due to the reduction, from 6 8 per cent to
5 8 per cent, In the bond discount rate used to value the scheme
lrabilities This is partly offset by the increased asset values from the
market fow point In March 2009 and the Group's ongoing regular
corinbutions The charge to operating profits n respect of the UK
pension scheme for 2009/2010 was £4 5m (2008/2009 £5 8m)
In addition, under 1AS 19 there was a finance charge of £6 3m
ansing from the difference between the expected return on assets
and the interest on liabiities (2008/2009 £1 8my}

Capital expenditure relative
to depreciation
£m 331

Dapreciaton 293
Capital expenditure

230
221 213

192

2008 2009 2010

Underlying effective tax rate
before exceptional items
% 299 299
279 280 a¢5

2006 2007 2008 2006 2010

Group working capital
- advance payments
om 01

629

440
356

2006 2007 2008 2009 2010

Group working capital
- trade working capital
£m 573

Trade working capital compnses 512
inventory plus trade recewvables

less trade payables and advance

payments

277

12

2006 2007 2008 2009 2010
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CORPORATE
RESPONSIBILITY

De La Rue is committed to ensurning that

Its business Is managed In a responsible
and sustanable way by incorporating sound
Corporate Responsibility (CR) policies and
practices as part of its business strategy and
day to day business actmities. De La Rue 1s
a member of the FTSE4Good Index.

The CR section of the website

www delarue.com contains more information
about CR in De La Rue The case studies In
this section lllustrate a number of CR intiatives
from around the Group

The theme of the tenth Interlock Health, Safety and
Environmental (HSE) Conference held in November 2008
was ‘Back to Basics - Driving Good Practice’. Topics
included travel and personal safety, slips, tnps and falls,

fire safety and machinery safety Eighty delegates from

sites around the world attended, inciuding all members

of the Operating Board. Delegates voted for the best health
and safety inthiatives, with awards being presented by the
Chief Executive. The winner was De La Rue Secunty
Threads for excellent work on reducing manual handhing
nsks. Qur employees are instrumental in driving the ongoing
improvement of HSE processes - all those attending were
invited to make one personal commitment to improving health
and safety at thewr site These pledges were recorded centrally
and are being followed up personally by the Chief Executive
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Accountability and management processes

The Board receives monthly reports on CR tssues and is uttmately
respongible for assessing the impact of these on De La Rue's
business and for setting appropnate policies for the Group The
Chief Execuiive 1s the Board member with designated responsibility
for CR, supported by

* The Operating Board, which 1s responsible for the day to day
management of CR and receives monthly reports

* The Rigk Committee, which discusses CR at its meetings in the
context of monitoring the effectiveness of internal control systems

= The Health, Safety and Environment Committee, whose
responsibiities include making recommendations on HSE strategy
and dentifying areas for improvement

*» The Chanty and Community Affars Committes, established duning
the year, which will make recommendations to the Board and
manitor and report on chantable gving and community activities

Workplace

Code of Conduct

The Code of Conduct defines De La Rue's core values and
pnnciples for dong business and deals with

» Share dealing procedures
* Competition law
* Legal compliance

* Ethical dealings with governments, customers, suppliers
and third parties

= Protecting the Group's assets
* Avaiding conflicts of interest
* Health and safety and the environment

It 1s supplemented by more detalted policies and procedures and
relevant traning  All employees receve a copy of, and are required
to comply with, the Code of Conduct
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Whistleblowing

The Group's Whistleblowing policy and procedures enable
employees who have concerns about the application of the Code
of Conduct or business practices within the Group to raise them
internally or anonymously through an independently run tetephone
helpline The Board and Audit Committee receve detalls about any
1ssue raised and how it has been followed up Each year the Audit
Committee reviews the policy and procedures

Third Party Partners

The Group Third Party Partner Team was established dunng the
year {0 provide a central, neutral hub for ensunng that partiners
such as distnbutors, sales agents and consuitants comply with

the Group's policies and expectations N relation to ethical business
conduct The team reports drectly to the General Counsel and
Company Secretary Further information s given in the Corporate
Governance Statement on page 45

Health and Safety

De La Rue recognises its responsbilty to safeguard the heaith

and safety of alt stakeholders affected by our operations and 1S
committed to keeping its employees safe and secure when they
are at work and travelling for work This 1s achiaved through clearty
defined responsibilities, good communications and training, hazard
spotting, nsk assessments and by implementing appropnrate
controls at all of our facilities

None of our operattons has been prosecuted for nfnnging any
health and safety laws or regulations dunng 2008/2010

The Board receves confimation that the business units comply
with Group policy and applicable laws through external and internal
audits, reports and measurement aganst action plans and
benchmarking processes These reports are used to develop
effective Improvement programmes  Thurteen of our fifteen
opearational sites have achieved OHSAS18001 2007 certfication
for their health and safety management system

We also work with our main suppliers and main contractors to
ensure ther health and safety processes are robust This year in Sn
Lanka we have conducted safety traming for over 1,000 contractors
working on the large extension of our facility This has resulted ina
zero reportable inury rate on this project

The health and safety KPls oppoesite show cantinued improvements
In repartable Inury rate, days lost and total lost time accident figures

Our health and safety objectives for 2009/2010 were to implement
updated road risk management and travel nsk management
programmes, both of which were achieved Dunng the year over
300 UK employees who may dnve for work have taken part in an
online indmidual driver nsk assessment process and have completed
follow up training where required Travel nsk assessments are now
completed as appropnate for international travel Other significant
activiies dunng 2009/2010 included manual handling and fire safety
tramng We have also reviewed all areas that store and handle
chemicals and flammable solvents and have upgraded these

where necessary

The best examples of ideas which have suppcrted the

Our Contnbution initiative are showcased at the Spotlight
event which 1s designed to reward those who have helped
us achieve success Spotiight awards play an integral role
In celebrating the efforts of our people in dewvising ways in
which we can do things better Following on from events held
in Spain, Switzerland and France in previous years, the 2009
awards were held in Malta The winning projects were an
imitiative by CPS site engineers, a machinery improvement
project at Overton mill, and the more efficient use of
matenals in Sn Lanka. The projects delivered environmental
savings and increased customer satisfaction as well as
process and quality improvements
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Total days lost
530 592
530
424
200
2006 2007 2008 2009 20$10
Total lost time accidents
Including 3 days+
3
70
59
48
32
2006 2007 2008 2009 2010
Annualhsed reportable
njury rate per 100,000
employees
UK manufactunng average a0
800 -
715
526
378
2006 2007 2008 2009 2010
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Cur health and safety objectives for 2010/2011 are

« For all employees to have some level of health and safety traning
and all operational ne managers and supervisors to have a
certified level of health and safety training

+ To review and update all fire procedures at our faciites and
monitor test evacuations

» For one smaller pnnting facility to achieve OHSAS18001 2007

Employees
The Group employs approximately 4,000 staff in 24 countnes

The benefits and synergies of greater collaboration and process
sharnng across the businesses continue (G be harnessed via the
‘One De La Rue' programme  As mentioned 1n the Chief Executive's
Review, cross-business teams are focusing on intiatives in six key
areas Qur Customers, Our People, Cur Innovation, Our
Perfermance, Our Communication and Qur Contnbution

The results from our 2009 "Your Say' staff survey demonstrate the
progress made in engaging our employees Across the Group the
results suggest that many managers are getting the fundamentals
ngnt The vast majonty of people {more than 80 per cent) agree
that they

* Know what 18 expected of them at work

* Have the equipment they need to do therr job

* feel safe

« Understand why innovation 1s important

« Understand how they contnbute to ther site and De La Rue

It 1s encouraging to see that 79 per cent of people agree they would
rather wark for De La Rue than any other company and 77 per cent
say they would recommend working at De La Rue to a fnend This
survey shows an improving trend over the 2005 and 2007 surveys
For example, we see much higher proportions of staff stating they
know what 1s expected of them and receve appropnate praise than
we did in 2005 and 2007

We recogrise that engaging all employees is cntical to our
performance and sc engagement 1s becoming a key am for our
managers Each has been given a report on how therr team scored in
the latest survey, guidance on crealing engagement and an cbyective
to improve t Over the first few months of 2010 each manager has
spent time with therr team discussing what can be done Dunng the
rest of the year we will take acthons to improve engagement

The De La Rue Academy was set up dunng the year to co-crdinate
and deliver core cross-business unit traimng INcluding leadership
and management, project and process management and a range
of business skills The Academy provides personal development and
promotes shared knowledge and better understanding between the
businesses The Academy 1s sel up 1o mest business needs and 1S
closely aligned to Group talent reviews (a process designed to
identify and review new and existing talent within the Group so that
succession planning 1s managed in a structured way), personal
development reviews and culture change programmes

De La Rue Secunty Papers carned out a project replacing
many of therr fan and pump motors with vanable speed
inverter dnves The most important benefit 1s better process
control and in turn lower energy demand. The use of inverter
controlled pumps means that only sufficient energy to
produce the flows required for the process at that ime

1s consumed and the production of over capacity and the
resulting waste of energy I1s avoided A reduction to 90 per
cent of the onginal speed reduces the power required

to approximately 73 per cent of the onginal, a 27 per cent
energy saving. With the reduction in energy requirement
comes an associated reduction in costs and COz production
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Additionally, the Academy provides improved savings through
centralising spend and coordinating training programme delvery
across De La Rue

The effectiveness of communication processes at Group and local
site level are regularty reviewed 1o encourage smployes engagement
and broaden business understanding To complement the employee
magazine and the Chief Executive’s electranic articles on key
business 1ssues, new iNtiatives this year ncluded the relaunch of the
intranet and regular conference calls hosted by the Chief Executive,
in which all employees have the opportunity to participate and ask
guestions directly on matters of curent mportance

QOur Contnbution, De La Rue’s productwity programme, continues
to be well supported by our employees The best nitiatives were
recognised at the fourth Spotlight event which was held in Malta
in Septernber 2009 (see case study on page 32}

De La Rue I1s committed to the far and equitable treatment of all

its employees In recruitment, traning, promotion and in terms and
conditions of employment Inespeciive of gender, sexual onentation,
religicus beliefs, age, colour, ethric or racial ongin, natonality,
cisability or trade union membership If an employee becomes
disabled when in the Group's employment, full support 1s given
through the prowision of special training, equipment or other
resources to faciitate continued employment wherever possible

All managers are required to ensure that employees understand
therr responsibilty for the active implementation of the Group's
policies Detalls of De La Rue's Human Rights, Equal Cpportunities,
Anti-Harassment and Stress Management policies are avalable

on the Group’s website

The Group's web based HR managerment system 1s now a well
established tool for streamlining core HR management processes
and enhancing the HR management reporting capatilty

To the extent permitted by relevant local laws, the Group
monitors data on staff diversity 1o help it rewiew policies and
Improve best practice
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Environment

De La Rue ams to operate In a manner that protects the
environment and prevents pollution, as well as considenng the
environmental effects of any new projects, when changing business
actmues and business processes and when developing new
products We operate a formal enwonmental management system,
and our objective 1s for all manufactunng sites to be certificated

1o 150 14001 2004 Thirteen of our fifteen operational sites have
recerved this certification to date

MNone of our operations has been prosecuted for nfinging ary
environmental laws or regulations dunng 2009/2010

We continue to measure our greenhouse gas emissions, shown

in the graph below, following the Greenhouse Gas Protocol, the
most widely used international accounting tool for government and
businesses This data includes the combustion of fuels, e natural
gas, fuel als and purchased gnd electneity, and owned transport
energy consumption Over 50 per cent of our carbon footpnnt

Greenhouse gas emissions
‘000 tonnes as CO:

123 107 79
Transport emissions

"7 08 240 7%
Energy and production o2 821
emIsSsIoNs 84 2

2006 2007 2008 2009 2010

Water used per gross tonne
of banknote paper
e 3100 o

2810 2830 2870

Note Total water used (abstraction
plus recycled) per production tonne
of bankriote paper produced at
Overton for 2009/2010 Production
tonne definition here means
production tonnes at standard
weight Including spoil less any
paper tnals

2010

Recycled and recovered
solid waste as a % of
solid waste

720 730

00 10 g

2006 2007 2008 2008
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relates to the gas and electnaity used at Overton mill The graph
shows an Increase In greenhouse gas emissions which 1s related
to increasing volumes, new processes and product complexity
Qur mamn sites have energy reducton committees and we have
implemented energy reduction inbatives such as swapping in
energy efficent motors and instaling energy efficient ighting
systems dunng upgrades Overton mill has a combined heat
and power plant producing electncity and steam requirements
from a natural gas turbine

Water used per gross tonne of banknote paper produced is partly
dependent on the volume, mix and complexity of the paper
produced We have increased our use of recycled water this year
up to 9 per cent of all water used at the Overton mill

Recycled and recovered solid waste as a percentage of all soid
waste 1S dependent on the waste markets and we look for any
cpportunties for recyching and recovery One challenge for our
business is the advance of the anti-counterfeiing features n our
products which by ther nature are complex to produce and can
affect waste volumes and energy use

Cur obyective for 2009/2010 was to continue with our carbon
measurement and aim to reduce our mpact At the Gateshead
plant, an energy management system 1s utiised to controf the use
of energy consumgtion from high to low penods of actvty across
production environments Al significant new bullding work camed
out across the site dunng the year maximises use of energy saving
matenals to reduce energy needs Transport usage 1s targeted to
minimise journey length and frequency As part of the UK
Confederation of Paper Industnes, Overton mill operates in
accordance with an agreed energy policy, setting and implementing
nternal energy targets and measures These targets relate to both
the efficient operabon of the combined heat and power plant and
general energy efficiency through the mill When electncity generation
15 In excess of demand, electnaity 1s sold to the UK National Gnd

Over the last few years we have implemented environmental
intiatives on a local level, such as the installation of vanable speed
inverter dnves at De La Rue Secunty Papers (see case study on
page 33), as well as achieving iImprovements N key areas across
the Group In the last 5 years the volume of solid waste going o
landfill sites has reduced by 9 per cent and the percentage of waste
recycled and recovered has increased by ¢4 per cent There has
also been a downward trend mn sohd waste generated per tonne
of production, despite the increased product portfolio and product
complexity During 2010/2011 we wall regsster for the UK Carbon
Reduction Commitment energy efficiency scheme and the IDS
busingss Is seeking to achieve IS0 14001 2004
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Community and Chantable Donations

Around the Group our facilites and factones are widely engaged
with local communities, for example the Shoebox Appeal in Kenya
(see case study below}, sponsorship of a local child safety scheme
in the UK and the mantenance and decoration of a children’s home
in Malta

De La Rue s proud to support a vanety of chantable causes on

a local and internationat level In 2008/2010 Group donations for
chantable purposes amounted to £96,000 (2008/2009 £166.000),
excluding donations made by the De La Rue Chantable Trust
detaled below Dunng the year empioyees also participated in a
wide range of internal fundraising actvities for local chanties in the
UK and abroad, ncluding the Hai Disaster Appeal following the
earthquake in January 2010

The Group operates a Give As You Earn scheme in the UK which
enables employees to make regular donations to chanty from their
pre-tax monthly salary Donations are maiched by De La Rue

Dunng the year a Chanty and Commumity Affairs Comemitiee was
established, chaired by the General Counsel and Company
Secretary, whose remit includes making Group policy
recommendations to the Board on chantable giving and actvities
and monitonng and reporting to the Board at teast annually

The De La Rue Chantable Trust ams to drect funds to approprate
causes in countries where De La Rue operates, emphasising
educational projects promoting relevant skills, international
understanding or releving suffenng  The Trust also matches funds
rassed by employees for chantable causes Dunng 2009/2010, the
Trust distnbuted £45,000 (2008/2009 £61,000)

Marketplace

Customers

The customer survey programme, Net Promoter®, 1s a valuable
customer feedback tool for all four business units The survey I
conducted annually and data collected and analysed externally
Results are reported to the Operating Soard

Suppliers

De La Rue continues to apply a consistent set of procurement
policies and processes to deliver accountability, sustainable value
for monay and continuous improvernent white enabling the Group
to fulil its legal and financial obligations and effectively manage nsk
In particular, we expect our suppliers to share our CR values and
commitment to 15O standards for HSE performance

Overton mill sources cotton waste for use n banknote papermakmg
from a few key International suppliers and we continue to audit

to ensure our supplers comply with our terms and condtions
relating to the United Nations Convention on Rights of the Child
and child labour

De La Rue Secunty Print at Dunstable has been accredited with the
'FSC Chain of Custody” status by the Forest Stewardship CGouncil

In autumn 2009 a UK-wide appeal was launched inviting
employees to fill shoeboxes with Chnstmas gifts for 350
children at the Good Samantan Children’s Home in Nairob,
an orphanage sponsored by De La Rue Kenya The children's
names, ages and hobbies were published on the Group’s
intranet and employees chose a child to send their gift box
to. The response from our employees was overwhelming,
with all 350 boxes being pledged within a few days. The
shipping of the boxes to Nairobi in time for Chnstmas was
coordinated by staff at Bathford mull and gifts were distnbuted
by colleagues at De La Rue Kenya.

De La Rue Annual Report 2010 36




DIRECTORS AND SECRETARY

Nicholas Brookes
Non-executive Chairman

James Hussey
Chief Executive

Colin Child
Group Finance Director
{from ¥ June 2010)

Simon Webb
Group Finance Director
{until 31 May 2010}

Warren East
Non-executive

Sir Jeremy Greenstock

Non-executive

Gill Rider
Non-executive

38 De La Rue Annual Report 2010

Edward Peppiatt
General Counsel and
Company Secretary

Sir Jullan Horn-Smith
Non-executive

Victona Jarman
Non-executive




Business Review Corporate Governance Report

Nicholas Brookes FCA (62)

Non-executive Chairman t*

was appointed to the Board in March 1897 and became Charman
of the Company on 22 July 2004 He 1s also Charman of the
Nomination Committee of the Board He was, until 30 June 2004,
Chief Executive of Spirent plc He 1s a director of Corporacion
Financiera Alba SA, Axel Johnson Inc and The Institute of Directors
He was previously Vice President of Texas instruments Inc and
President of the Matenals and Controls Group

James Hussey (48)

Chief Executive 21

was apponted as Chief Executive and executve Director on

1 January 2009 He has more than 25 years' expenence within
De La Rue and was Managing Director of the Secunty Paper
and Print Dmvision for the previous four years He s a director
of Camelot Group ple

Colin Chiid {52)

Group Finance Director {from 1 June 2010)

15 a chartered accountant and has a broad range of financial and
commercial expertise He was previousty Group Finance Director
at DTZ Holdings plc, a mayor global commercial property adwsory
company, and prior 1o that he held roles as Group Finance Director
at Stanley Leisure ple, Fitness First Plc and Natonal Express
Group Pic

Warren East (48}

Non-executve *1

was appointed {o the Board on 9 January 2007 He became
Chairman of the Audit Committee on 1 April 2009 He1s Chief
Executive of ARM Holdings pic, a post he has held since October
2001, having joined In 1994 He previously worked for Texas
Instruments Inc N & vanety of roles N the semicenductor and
telecom products divisions  He 1 a non-executive director of Reciva
Ltd, a Cambndge start up company manufactunng internet radios

Sir Jeremy Greenstock GCMG (66)

Non-executive

was appointed to the Board on 1 March 2005 From 1998 to 2003
he served as Bniain's UN Ambassador in New York and Permanent
Representative on the UN Security Council From 2003 to 2004

he served as HM Government's UK Special Representative for Iraq
He is director of the Ditchley Foundation, a Special Adviser to BP plc
and a Trustee of {he International Rescue Committee (UK) He s the
senior Independent non-executive Director

*Member of the Audit Commutiea of the Board
tMember of the Nominaton Comnttes of the Board
tMember of the Remuneration Committee of the Board
2hember of the Risk Committes of the Board

Ages stated are those on 27 March 2010
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Sir Juhan Horm-Smith (61)

Non-executve "1+

was appointed to the Board on 1 September 2009 He was part

of the founding team at Viodafone and 1s one of the foremost figures
in the global mobite telecommurucations industry His career at
Vodafone started N 1984 and culminated in the posrion of Deputy
CEQ n 2005 Pnor to that, he worked for maor ntermational
businesses including Mars GH and Philips  He 1s a Seruor Adwisor
to UBS Investment Bank and holds a number of directorships
including Uoyds Banking Group {non-executive director) and Digicel
Group In the Canbbean He was previously a non-executive director
of Smiths Group plc from 2000 to 2006 and Sage Group plc from
2006 to 2008

Victona Jarman {37}

Non-executive *}

was apponted to the Board on 22 Apnl 2010 She started her
career In 1995 with KPMG, before mowving to Lazard Corporate
Finance in 1998 She went on to be appointed Chief Operating
Officer of Lazard's London and Middle East operations, where she
remaned untl 2009 She was also a board member of Lazard & Co
Limited and a member of the European Management Committee
She has worked closely with the boards of major FTSE companies
and businesses advising them on a vanety of strategic options
She 1s a qualfied chartered accountant

Gill Rider (55}

Non-executve **

was appointed to the Board on 22 June 2006 and since 26 July
2007 has been the Charman of the Remuneration Committee

She started her career with Accenture in 1979 in vanous consulting
roles before being appointed as a partner n 1990 She held a vanety
of management roles In Accenture before being appanted global
Chief Leadership Officer in 2002, reporting to the Accenture CEO,
to lead the people aspects of the transition from a parnership

to a public company listed on the New York Stock Exchange

She 1s Drector General, Cabinet Office and at the end of the

year she will take up the presidency of the Chartered Institute

of Personnel and Development

Edward Pepptiatt (43)

General Counsel and Company Secretary ¢

was appointed as General Counsel of De La Rue plc on 1 March
2009 and as Company Secretary with effect from 1 Apnl 2000
He was previously General Counsel and Corporate Secretary

of Chnstian Salvesen PLC

Simon Webb {46}
was appainted Group Finance Director on 1 Apnl 2008 and he wal
leave the Board on 31 May 2010
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SHAREHOLDERS AND SHARE CAPITAL

As at 27 March 2010 the Company's authonsed share capital was
£66m compnsing 111,673,300 deferred shares of 1p sach and
144,641,840 ordinary shares of 44%%7sp each On 27 March 2010
there were 98,882,856 ordinary shares and 111,673,300 deferred
shares In 1Issue

Detalls of shares i1ssued dunng the year are provided in note 21a
to the Financial Statements on page 82

Results and Dividends

Profit before taxation and exceptionals was £104 1m (2008/2009
£105 Om for continuing businesses) The profit attnbutable to
shareholders for the year was £69 9m (2008/2009 £363 0m)
The Directors are recommending a final ordinary dmvidend for the
year of 28 2p per share Subject to the approval of sharehclders
at the Annual General Meeting (AGM)}, the final dnadend will be paid
on 5 August 2010 to ordinary shareholdars on the register on

9 July 2010 An intenm dvidend of 14 1p per ordinary share was
paid on 13 January 2010 making a total for the year of 42 3p per
share (2008/2009 41 1p per share)

Pre-emption rights and authortty to allot

The Companies Act 2006 reguires that any shares 1ssued wholly for
cash must be offered to existng shareholders in proportion to ther
existing holdings unless authonsed to the contrary by a resolution
of the shareholders Resolutions gving such authonty were passed
1N 2009 Authonties to renew for one year the power of Directors

to allot shares pursuant to Section 551 of the Companies Act 2006
wall be sought from the shareholders at the AGM The Company
was granted authonty by its sharsholders at the 2009 AGM to
purchase a maximum of 9 99 per cent of its own ordinary shares
either for cancellation or to be held In treasury (or a combination

of both) No purchases have been made pursuant to this authoniy
and a resolution will be put to shareholders to renew the authority
for a further period of one year

Takeover directive

Pursuant to Section 992 of the Companies Act 2006, which
implements the EU Takeovers Directive, the Company 1s required
1o disclose additional information Including

Rights and restnctions on shares and transfers of shares

Certain restnctions, which are customary for a listed cornpany,
apply to the nghts and transfers of shares in the Company The
nghts and cbligations attaching to the Company’s ordinary and
deferred shares, in addition to those conferred on ther holders

by law, are set out In the Company's Articles of Association {the
Artictes), copies of which can be obtaned from Companies House
in the UK or by wnting to the Company Secretary The key points
are summarnsed below

Ordinary shares

Notices of meetings must be given to every shareholder and to

any person entitled to a share unless the Articles or the nghts of the
shares say he 1s not entitled to receive them from the Company The
Board can decide that only people who are entered on the register
at the close of business on a particular day are entitled ta recewve the
notice On a show of hands each holder of shares present in person
and entitled to vote has one vote and upen a poll each such holder
who 1S present in person or by proxy and entitled to vote has one
vote for every share held
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Dnidends and distnbutions on hiqudation to shareholders

Holders of ordinary shares may receve intenm dmdends approved
by Directors and dmdends declared in general meetings On a
liguidation and subject to an extraordinary resolution of the Company
the iqudator may dmde amongst members the whole or any part
of the assets of the Company and may, for such purpose, set such
value as he deems farr upon any property to be dwded and may
determine how such dwvision shall be camed out

Transiers of shares

The Company’s exishng Articles place no restnctions on the transfer
of ordinary shares or on the exercise of voling nghts attached to
thern, except () where the Company has exerctsed its nghts to
suspend therr voting nghts or to prohibit thewr transfer following the
omission by ther holder or any person interested in them 1o provide
the Company with information requested by it N accordance with
Part 22 of the Companies Act 2006 or (i) where therr holder I1s
precluded from exercising nghts by the Financial Services Authonty’s
Listing Rules, the City Code on Takeovers and Mergers or any

other regulations

The deferred shares carry Iimited economic nghts and no
voting rights They are not transferable except in accordance
with the Articles

Dealings subject to the Mode! Code of the Listing Rules

Pursuant to the Listing Rules of the Financial Services Authonty,
Directors and other Persons Discharging Managenal Responsibilities
and certain employees require the approval of the Company to deal
in the ordinary shares of the Company

Exercise of nghts of shares in employee share schemes

The Trustee of the De La Rue Employee Share Ownershup Trust
does not seek to exercise voting rights on shares held in the
employee trust No shares are currently held in trust

Substantial shareholdings

As at 24 May 2010 the following companies had notfied an interest
in the 1ssued ordinary share capital of the Company in accordance

with the Financial Services Authorty's Disclosure and Transparency
Rules

Total Number Total Nurmber Percentage of
of Sharas

Persons Noufying of ioting Rughts

Capital Research and

Management Company 17,383 233 17,383,233 18 04%
Ruane, Cunniff

& Goldfarb Inc 6,430,389 6,430,389 6 50%
Massachusetts Mutual

Life Insurance Company
BlackRock Investment

Management (UK) Limited 4,638,337 4,638,337 4 69%
Legal & General Group Plc 3,404,426 3,404,426 344%

6023496 6,023,486 6 08%
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Relationship wath shareholders

The Company places a high pronty on communications wath and
accountabiity to shareholders A fully audited Annual Report and
Accounts 1s made avalable to shareholders either in hard copy

by post or via the Group’s website The intenm statement 1s also
posted on the Group's website as are presentations to institutional
nvestors Announcements are also regularly made by the Company
through a Regulatory Information Service to the London Stock
Exchange The Chamman and the senior ndependent non-executive
Director are avallable to meet key shareholders to discuss strategy,
governance and other matters

All shareholders are entitled to attend the AGM and receve a Notice
of Meeting which1s posted at least 20 working days before the
AGM Shareholders can also vote and appont proxies electronically
At this year's AGM voting on resolutions will be conducted on a poll
Results of the poll will be made avallable to shareholders on the
Group's website The Chaiman also provides a trading update The
Chaimen of the Board Committees are also present Shareholders
may question the Board on these and other matters relating 1o the
Group's business Shareholders also have an opporiunty 1o meet
Directors informally after the meeting

The share register 1s actively montored Dunng the year meetings
take place with indmdual instututional shareholders and analysts, and
presentations are made at the time of mayor events The views of
shareholders and analysts’ and brokers' reports are reported to the
Board and from time 10 time: a survey of inshitutional shareholders’
views 1s carned out by the Company s broker

Annual General Meeting

The AGM will be held at 10 30 am on Thursday 22 July 2010

at De La Rue House, Jays Close, Viables, Basingstoke, RG22 4BS
The Notice of Annual General Mesting, including a letter from the
Chaman, accompanies this Annual Report In addition to
resolutions already descnbed are proposals to establish new
performance share plans for senior executives and 1o adopt

new Articles that fully comply with the prowisions of the

Companies Act 2006

Company Financial Statemnents

Sharenolders informaton
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OTHER STATUTORY INFORMATION

Payments to suppliers

The Company and Group's policy 15 that supphers be paid on the
basis of monthly summary invoicing plus 60 days subject to local
laws or other exceptrons The average number of days' credit
provided by suppliers to the Group has been calculated at 35 days
(2008/2008 67 days) The Company does not have arny trade
payables

Change of control

A number of agreements take efiect, alter or terminate upon a
change of control of the Company following a takeover bid, such
as bank loan agreements and employee share plans None of these
15 deemed to be significant as a whole except for the following

The £175m credit faciity dated 11 March 2010 between the
Company and four of its key relationship banks contains a provision
such that In the event of a change of control, any lender may, if it so
requires, notify the agent that it wishes to cancel this commitment
whereupon the commitment of that lender will be cancelled and all
its outstanding loans, together with accrued interest, will become
immediately due and payable

A change of contral will be deemed to have occurred If any person
or persons acting In concert {as defined in the City Code on
Takeovers and Mergers) at any time 1s/are or become interested

in more than 50 per cent of the 1ssued ordinary share capital

of the Company

Political donations

There were no poliical donations made dunng the year The Group’s
policy 18 not to make any The Company will propose o shareholders
at this year s Annual General Meeting (AGM} that the precautionary
authonty granted at the 2009 AGM, pursuant o the Companies Act
2006, be renewed and detals are included in the Chairman’s Letter
and Notice of Meating

Essential contracts or other arrangements

De La Rue confirms there are no persons with whorn the Group
has contractual or other arrangements which De La Rue considers
are essential to its business

Annual Report and the Financial Statements

Going concern

The Group's business activities, together with the factors kkely to
affect 1ts future development, performance and position arg set out
on pages 16 to 23 of the Business Review The financial position of
the Group, #s cash flows, lquicity position and borrowing faciliies
are descnbed In pages 28 to 30 of the Business Review The
accounting policies used in the preparation of the financial results
are descnbed in pages 60 to 65

As descnbed on page 29 of the Annual Repart, the Group meets
its funding requirements through a mam corporate borrowing facility
of £175m (which runs untl September 2013} and cash generated
from operations The Group's forecasts and projections, taking nto
account reasonably possible changes in trading performance,
show that the Group should be able to operate with its currenily
available faciities

The Group has sufficient financial resources together with assets
that are expected to generate cash flow In the normal course

of business As a consequence the Directors have a reasonable
expectation that the Company and the Group are well placed

to manage ther business nsks and to continue n operational
existence for the foreseeable future, despite the current global
uncertain economc eraronment  Accordingly, the Directors
continue to adopt the going concern basis in prepanng the
Annual Report and Accounts
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Statement of Directors’ responsibiliies in respect of the
Annual Report and the Financial Statements

The Drrectors are respensible for preparing the Annual Report
and the Group and Parent Company Financial Staterments

in accordance with applicable law and regulations

Company taw requires the Directors to prepare Group and Parent
Company Financial Statements for each financial year Under that
law they are required to prepare the Group Financial Statements in
accordance with IFRSs as adopted by the ELU and applicable law
and have elected to prepare the Parent Company Financial
Statements 1n accordance with UK accounting standards and
applicable law (UK Generally Accepted Accounting Practice)

Under company law the Directors must not approve the Financial
Statements unless they are satisfied that they give a true and far
view of the state of affars of the Group and Parent Company and of
thexr profit or loss for that penod In prepanng each of the Group and
Parent Company Financial Staternents, the Directors are required to

+ Select suitable accounting policies and then apply them
consistently

* Make judgments and estimates that are reasonable and prudent

« For the Group Financial Statements, state whether they have been
prepared in accordance with IFRSs as adopted by the EU

s For the Parent Company Financial Statements, state whether
applicable UK accounting standards have been followed, subject
to any matenal departures disclosed and explained n the Parent
Company Financial Statements

* Prepare the Financial Statements on the going concern basis
unless it 1s nappropnate io presume that the Group and the
Parent Company will continue in business

The Directors are responsible for keeping adeguate accounting
records that are sufficient to show and explan the Parent
Company's transactions and dsclose with reasonable accuracy

at any time the financial position of the Parent Company and enable
them to ensure that its Financial Statements comply with the
Comparugs Act 2006 They have general responsibility for taking
such steps as are reasonably open to them to safeguard the assets
of the Group and to prevent and detect fraud and other imegulanties

Under applicable law and regulations, the Directors are also
responsible for prepanng a Directors' Report, Directors’
Remuneration Report and Corperate Governance Statement
that comply wath that law and those regulations

The Directors are responsible for the maintenance and integty

of the corporate and financial Information included on the Group's
website Legislation in the UK governing the preparation and
dissermination of financial statements may differ from legislation

in other junsdichions
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Directors’ Responsibility Statement in respect of the
Disclosure and Transparency Rules
We confinm o the best of our knowledge

» The Financial Statements prepared in accordance with
International Financial Reporting Standards as adopted by
the EU (adopted IFRS), gve a true and fair view of the assets,
labilities, financial position and proiit of the Company and the
undertakngs included in the consolidation taken as a whole

» The Parent Compary Financial Statements in this report, which
have been prepared in accordance wrth UK accounting standards
(UK Generally Accepled Accounting Practice) and applicable law,
gve a true and far view of the assets, labilives, financial posron
and profit of the Company

* The Directors’ Report ncludes a farr review of the development
and performance of the business and the posttion of the Company
and the undertakings ncluded in the consolidation taken as a
whole, together with a description of the principal nsks and
uncertainties that they face

Provision of infoermation to auditors

The Directors who held office at the date of approval of ths
Directors’ Report confirm that so far as they are each aware, there
1$ Mo relevant audrt information of which the Company's audtors are
umaware, and each Director has taken all the steps that he or she
ought to have taken as a Drector to make himself or herself aware
of any relevart audit nformation and to establish that the

Company s auditors are aware of that information

Auditors
A resolution to reappoint KPMG Audit Plc as auditors to the
Company will be proposed at the Annual General Meeting

By order of the Board

YT —

Edward Peppiatt
Company Secretary
24 May 2010

Shareholders Information
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CORPORATE GOVERNANCE STATEMENT

The Board 1s collectively accountable to the Companys
sharehclders for good comorate governance and all Directors are
responsible for comphing with therr legal and fiductary obligatrons

The Board 1s commuitted to complying with the highest standards
of corporate governance, which is the system of internal pnnciples,
conirols and processes it approves and by which the De La Rue
Group is run in order to achieve its objectives while comphyang with
the required standards of accountability and probity

The Group's corporate governance procedures, which are approved
by the Board, define the matters reserved to the Board, the terms
of reference of vanous Committees of the Beard and the functions
delegated to these Committees as well as defining the jobs of

the Chairman, Chief Executive, Group Finance Director and
non-executive Directors The Company reviews and amends its
corporate governance policies to reflect changes to the Combined
Code, legisiation or good practice Revisions were made in
September and November 2009

The Board also approves the Code of Conduct which defines the
Group’s business pnnciples and which was updated n September
2007 This s discussed further in this section of the Annual Report
and in the Corporate Responsibility Report on page 32 These
documents are set out on the Group's website www delarue com

tn accordance with the Turnbull Guidance on internal control,

the Board confirms that there 1s an ongoing process for identifying,
evaluating and managing the key nsks including financial, operational
and compliance controls and nsk management systems This
process has been in place throughout the year and up to the

date of approval by the Board of the Annual Report and Accounts
The Board's governance policies iInclude a process for the Board
to review regularly the effectiveness of the system of internal control
and nsk management systermns, and the Board concluded iis latest
review In Apnl 2010 Detais are set out in this Statement This
does not extend to associated companies or joint ventures such
as Camelot Group pic where the Group does not have
management control

Comphance with Section 1 of the Combined Code

on Corporate Governance

In the year to 27 March 2010 the Company has compled
throughout with the provisions and applied the principles of the
Combined Code ssued by the Financial Reporting Ceuncil in June
2008 (the Cods} except arguably for a bnef penod following the
retrement of Keith Hodgkinsen on 31 December 2008 in respect of
the composition of the Audt Committee (provision C 3 1) The Audit
Committee Charrman is the chief executive of a bisted company and
the Board on the recommendation of the Nomination Committee
recently recruted a non-executive Director, Victona Jarman, with
financial expertise who is a member of the Audit Committee  Keith
Hodgkinson, who retired from the Board dunng the year, ceased

to be viewed as independent having served nine years on the
Board from the date of his first election
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Board of Directors

Compositicn of the Board

Following the departure of Philip Nolan (23 July 2009) and Kerth
Hodgkinson (31 December 2009) and the appointment of Sir Julian
Horn-Smith (1 September 2008) and Victona Jarman (22 Apri 2010
the Board compnses five independent non-executive Directors, the
non-exggutive Chairman and two executive Directors The Board
has concluded that its compositicn throughout the year was and
remans appropnately balanced

There I1s a clear dvision between the management of the Board

and the executive Directors’ responsibility for managing the Group's
business However, no iIndmdual or small group can dorminate
decision taking The roles of the Chasman and Chief Executive are
separated and clearly defined The Chairman 1s pnmanly responsible
for the working and leadership of the Board The Chief Executive

15 responsible for running the business and implementing Board
strategy and policy

The Drrectors’ biographies appear on page 37 and the Board's
palicy is that the Chairman and exscutive Directors should accept
appointments to the beards of other companies only with the pnor
approval of the Board and that non-executive Directors must seek
the agreement of the Chairman and confirmation by the Board
before accepting addiional commitments that may affect the

time they devote to therr role

Boara changes

Durng the year there were several changes of Directars and roles

Gili Rider temporanly stood down from the Board from 26 February |
2009 until 30 June 2008 whilst the award of the contract for the UK |
passpart was beng considered by the Identity and Passport Service |
Philip Nolan resigned as a Director at the conclusion of the 2008 '
Arnual General Meeting {AGM} and Kerth Hodgkinson resigned

as a Director on 31 December 2002 Sir Jullan Horn-Smith was
appointed non-executive Director on 1 September 2009 Sir Jeremy
Greenstock became senior ndependent non-executive Director on I
1 January 2010 Victona Jarman was appointed non-executive

Dwector on 22 Apnl 2010

Simon Webb became Group Finance Cirector and an executive
Director of the Board on 1 Apnl 2009 The Company announced
on 30 Apnil 2010 the appontment of Colin Child as Group
Finance Director and as an executive Director of the Company
with effect from 1 June 2010 Simon Webb wall leave the Board
on 31 May 2010

The non-executive Directors hold fetters of appointment which
will be displayed at the AGM, together with the executive Directors’
service contracts and Directors’ indemnification agreements

Sir Julan Horn-Smith and Victona Jarman who wers appointed
Directors since the last AGM, and Colin Child, who will be apponted
on 1 June 2010, wil,, being elgible, offer themselves for election at
the AGM The Board adopted the policy dunng the year that each
Director be reguired to submit himself for annual re-election and
accordingly all other Directors will retire and offer themselves

for re-election

The existing commitments of Directors appear on page 37 and the
Board 15 satisfied that these commitments do not conflict with thew
ability to carry out effectively therr duties as Directors of the Comparny

Subject to the provisions of relevant statutes, the Company’s
Memorandum and Articles of Association and any directions given
by special resolution, the Diectors may exercise all the powers

of the Company

Edward Peppiatt replaced Louse Fluker as Company Secretary
on 1 Apni 2008
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Succession planning

The Board reviews its composition at least annually, assessing the
skills profile, type and number of non-executive Directors required to
enable the Board to perform effectively 1t also reviews the Group's
internal talent review process mn planning executive Cirector and
senior management sUCCessIon

Chbjectves of the Board
The Board has confirned its objectives dunng 2008/2010 as follows

* Delivenng value to shareholders and other stakeholders

= Maintaining the Group's reputation for integnty as the foundation
of its relationship with stakeholders

* Bulding long term success through qualty and sound
managernent

Role and operation of the Board

The Board has a programme of fixed meetings dunng the year
and 1t also met on an ad hoc basis as required The Board's core
procedures are

» Set out in the terms of reference for the Board its Committees
and Directors

*» The control of nsk through agreed evaluation and control
procedures reviewed and revised annually

+ Monitonng the composition of the Board through the Nomination
Committee

The Board has also reserved certain matters to itself to reinforce
its control of the Group Full detals are set out on the Group's
website www delarue com These include

» Determining the responsibilities of Directors, in particutar those
of the Charman and Chief Executive

* Approving internal control processes

+ Approving the final and intenm Financial Statements and
(in conunction with the Audit Commutiee) the recommendation
of dmdends

» Approving appaintments to, and removals from, the Board and
the terms of reference and membership of Board Committees

« Approving the Group's strategy and annual budget

= Authonsation of authonty levels, financial and treasury polices
and any acquisiion or disposal

The Board delegates authonty to run the business to the Chief
Executve The Chief Executive manages the Group’s day to day
activities and presents to the Board the strategic options for growth
In shareholder value and, in conjunction with the Operating Board
compnsing business unit managing directors and other senior
executives, sets the operating plans and budgets required to delver
the agreed strategy The role and responsibiities of the Chasrman,
Chuef Executive, Group Finance Director, senior ndependent
non-executive Director and other Directers are also clearly defined
Full details are set out on the Group's websaite www delarue com
The executive Directors and the Operating Board operate within
clearly defined Imits of authonty delegated by the Board

The Board provides leadership of the Group within a framework of
prudent and effective ntemal controls, ncluding financial, operational
and comphance controls and nsk management systems These are
required to identify and manage the nsks and ther potential effect
whilst ensunng that matenal changes are reported to the Boardin a
timely fashion The Board reviews the effectveness of those controls
and systems and 1s assisted by the Audit and Risk Commuttees

Group Fnancial Statements

Company Financial Staternents Shareholders informaton

The controls by their nature are designed to manage, rather than
gliminate, nsk and can only provide reasonable but not absolute
assurance aganst rnatenal misstaternent or loss Details of the
processes and controls are set out below The Board reviews
matters reserved to itself and the performance of management in
achieving agreed goals and objectives at its meetings The Board
timetable ensures that the Board receives regular reports and
presentations from the executve Directors, operational managing
directors and key functions Directors receve agendas and Board
papers generally five days before each Board mesting, minutes
are crculated as soon as possible thereafter The Board reviews
progress on implementing actions ansing from the Board and

its Committee meetings each month

There 1s also a defined procedure for dealing with urgent matters
between Board meetings

Any Director can request additional informauon from management at
any tme  All Directors have direct access to the adwice and services
of the General Counsel and Company Secretary who Is responsible

for ensunng that Board procedures are followed The Board decides
the appointment and removal of the Company Secretary

Board evaluation and effectivensess review

The Board and each of the Nomination, Remuneration and Audit
Committees camed out an evaluation of ther performance dunng
the year The Risk Committee was evaluated by the Board The
process involved completion of questionnares which focused

on process, structure, behaviours and key 1ssues, such as sirategy
and succession, aganst delivery of the Board's objectves and
addressing any Issuss identified dunng the previous review or which
became relevant dunng the year

The Charman and each Committee Chairman had discussicns
with each Director or Committee member based on the responses
and each Director's own views regarding effectiveness of the Board
or Committee as a whole and the Indvidual Director's performance
The senior ndependent non-executive Director was responsible

for appraising the Chairman’s performance in discussions wath the
non-executive Directors In the absence of the Chaiman The
Charman and the non-executive Directors also met in the absence
of the executive Directors  The results were discussed by the Board
and ndividual Committees and the final report highlighting any areas
for improvement agreed by the Board in May 2010

Conflicts of interests

Directors have a duty to avoid a direct or Inclirect interest wiich
conflicts, or possibly may conflict, with the inlerests of the Group
unless that conflict has been authonsed by the Board Such conflict
may anse by reason of a situation or a specific transaction proposed
The Board has established a process to review at least annually and
if thought appropnate authonse any confict of nterest and has
carned out such review and authonsed all Directors' situational
conflicts Any transactional conflicis are reviewed as they anse

Indermmity

To the extent permitted by the Companies Act 2006 and the

UKLA Listing Rules the Company indemnifies certan officers so

that the Company may advance defence costs in civil or regulatory
proceedings on such terms as the Board may reasonably determune
but any advance must be refunded «f the Director or officer 1s
subsequently convicted

The indemnity will not provide cover where the Director or officer
has acted fraudulently or dishonestly
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CORPORATE GOVERNANCE STATEMENT continued

Details of attendance at Board and Commitiee meetings
The number of full scheduled Board meetings and Committee
meetings attended by each Dwector dunng the year was as follows

Dwnciors Adendance Audt Nomunaton  Rermuneration
2009/2010 Commaion Board Committea Committen
Number of

meetings hetd 4 14 6 7
Mr N K Brookes - 14 6 7
Mr D'W A East 4 i 4 -
Sir Jeremy Greenstock - i2 6 7
Mr K H Hodgkinson

[resigned 31 December 2005) 4 9 4 4
Mr J A Hussey - 14 6 -
Dr P M G Nolan

{resigned 23 July 2008) 2 4 2 2
Ms G Ridert

{temporanty $°00d down

26 February 2009 and reyoned

thi Board 1 July 20089) 2 9 2 5
S Julian Horn-Smith*

{appourted | September 2009) - 7 1

Mr S Webl:

{epponted $ Apnl 2009) - 14 - -

tAppointed to the Normunation Committee 24 September 2009

*Appornted to Avdit Remunaration and Nomenation Commiitees

on 24 September 2009

Role of non-executive Directors

The non-gxeculive Directors, all of whom are considered by the
Board 1o be iIndependent as at 27 March 2010, have an appropnate
range of business, financial and international expenence which 15
relevant to the Company's actwviies None of the non-executive
Directors holds a matenal shareholding in the Company Nicholas
Brookes ceased to be independent after his appointment on 22 July
2004 as Charman under the Code but the Board considers that his
contrbution and objectivity in Board and Committee discussions
were {ully consistent with those of an mdependent Director

Kerth Hodgkinson, who retred from the Board on 31 December
2009, ceased to be viewed as independent dunng the year and was
succeeded by Sir Jeremy Greenstock as the senior independent
non-gxecutive Director on 1 January 2010 Shareholders may
contact the senior ndependent non-executive Director If they feel
therr concerns are not baing addressed through normal channels

Non-executive Directors confirm on appointment and any
re-appointment that they are able to allocate sufficient time to enable
them to discharge therr duties properly Directors who have been
unable to attend Board or Committee meetings have made known
ther views on pertinent matters before the meeting
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Induction and training

All new Directors recenve an inducton on joining the Company, for
which the Chainman 1s responsible This covers such matters as the
strategy, operation and actmvties of the Group ncluding key financial
data, and business, social and environmental nsks to the Groups
actwities), corporate governance matters such as the role of the
Board and indmdual Committees, and the Company’s corporate
governance procedures as outhned n this report. They are adwised
on the duties and obligations of Directors of a listed company Site
visits and meetings with senior managerment are also arranged  Any
newly appointed Director, who has not prewiously been a Director of
a lsted company, 1s Invited to attend external trarung covenng such
duties and responsibiities Directors are briefed, where appropniate,
by the Company's nternal and external adwisers, on changes to
legistation, regulation or market practice, as well as receiving
briefings from individual businesses throughout the year The Board
received specific bnefing on the key 1ssues of the Companies Act
2006 and on its implementation dunng the year The Directors,
especially Comrittee Charmen, have the opportunity of attending
appropriate traning sessions

The Board visits an operational site at least annually (Westhoughton,
Bolton in 2009) Directors are also encouraged to visit other sites and
staff The General Counsel and Company Secretary, In conjunction
with the Chairman, ensures that there 1s proper communication
between the Board and its Commuttees and senior management
and that non-executive Directors receive appropriate information
The Chairman reviews and the General Counsel and Company
Secretary facilitates induction and other protessional development
as required

Drractors may take independent professional advice at the
Company's expense, although no such advice was sought dunng
the year

Appointments

Folowing & deasion dunng the year by the Board, all Directors are
required 1o subrmit themselves for annual re-election New Directors
are subject 1o election by shareholders at the first opportunity after
therr appointment Non-executive Directors are appointed for an
inial period of two years with the expectaiion of three two year
terms subject to satisfactory performance

The Board may invite a non-executive Director to serve a further
term after six years following a detaled review at the end of this
penod, subject 10 re-election

The Board, hawving carried out the effectiveness and evaluation

process, considers the performance of each of the Directors

standing for election and re-election at this year’s AGM to be fully

satisfactory and 1s of the opirion that they have demonsirated

continued commigment to the role The Board strongly supports |

ther election and re-election and recommends that shareholders .

vote In favour of the resolutions at the AGM ‘
|

Corporate responsibility

Information on the Group's imtiatives and commitment to corporate
responsibility can be found i the Corporate Responsibility Report
on pages 3110 35
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Business Ethics

De La Rue's reputation 1s based on secunty, iIntegnty and trust

De La Rue has clear core values and pnnciples which govern how
the Group does business and which everyone within De La Rue
must follow The way De La Rue delivers this policy 15 reflected in
the way the Group competes for business and delvers s sevices,
focused on quality, value for money and the reliability and reputation
of its employees

All employees are required to follow the Code of Conduct approved
by the Board when performing ther duties as employees or where
they are representing De La Rue In addition all agents, sales
consuttants and distnbutors must also foliow this Code of Gonduct
when they are representing De La Rue

More detaled polces and procedures supplement the Code
of Conduct The main pnnciples of the Code of Conduct are

= Complance with the law where either employees are employed
or whers they carry out business on behalf of De La Rue

» Compliance with competion/ant-trust law
» Comphance with export icensing or trade embargees

* Business dealings with customers, suppliers and third parties
must be conducted honestly and with integnty

» Avoiding confiicts of interests in any business dealings

The policies and procedures related to the appointment and
management of sales agents and consultanis were strengthened
during the year 1 ight of Lord Woolf's recommendations on the
appaintment and management of agents The Group Third Party
Partner Team was established and management processes and
tools for the appointment of Third Party Partners (TPPs) were
upgraded to eliminate any potential iInconsistencies in the area The
Team also provides improved focus on training and communication
to key relevant personnet on fundamental pnnciples regulating TPPs
and coordinates external due dilgence where particular nsks are
identified Advice was also sought from a number of external parties
such as the Insttute of Business Ethics and professional due
diigence suppliers with regard to best practice in this area

The Company announced on 18 November 2009 that it had
receved notfication from the Senous Fraud Office that it had
concluded its mvestigation into the Company which was iniated
in 2007 and that no action will be taken aganst any company

in the Group or aganst any current or former employee

Commilttees of the Board

The Board has established Audit, Remuneration, Nomination,
General Business and Fisk Committees with apponted charrmen
and fixed terms of reference which are reviewed annually The terms
of reference and duties of the Audit, Nomination, Remuneration and
Risk Committees appear on the Group's website and are also
available on request The Board 1s satisfied that the Committees
discharged ther responsibilities satisfactonly Membership of these
Committees I1s given in the Directors’ biographies on page 37
Further details of Committees and key activities performed dunng
the year are given below

Group Financal Statements

Company Fnancal Statements Shargholders Infermation

Nomination Committee

The Committee consists of five ndependent non-executive
Drrectors at the date of this report together with the Chairman
and the Chief Executive

The Committee meets at least once a year and otherwise as
necessary and makes recommendations to the Board with regard
to any vacances for executve or non-executive Directors or changes
that are considered necessary The Committee has the power to
employ the services of such advisers as it deems necessary in order
to carry out its responstbilites The Committee also reviews the time
commitment required of non-executive Directors at least once a
year The Board, as a whole, approves the appointment and removal
of Directors and retans appropnate executive search consultants,
having prepared a job spectfication for the particular role to be filled
The prncipal actmvity of the Committee dunng 2009/2010 was
succassion planning and the recrutment of new Directors

Remuneration Commitiee

Gill Rider was apponted 1o the Remuneration Commitiee in
July 2006 and she has been the Committee Chaimnan since
26 July 2007 She temporanly stood down from the Board
on 26 February 2009 Philp Nolan acted as Charman of the
Committee until Gill Rider's return on 1 July 2009 Detals of
the Committee and of the remuneration policy can be found
in the Remuneration Report on pages 47 to 53

General Business Committee

The Committee meets when necessary to deal with routine matters
ansing between scheduled Beard meetings Only independent non-
executive Directors may decide matters relating to the adminstration
or the mplementaticn of the Company's share schemes (other than
for the purpose of allotting shares on exercise)

Risk Commuttes

The Board reviewed the terms of reference and the composition
of the Risk Comrmuttee dunng the year Core responsibiities of
the Risk Committee are to

» Assist the Board by assessing and reporting on the effectiveness
of the Company's internal control systerns for managing nsks

= Aggist the Board in futfiting its responsibiities by provicing
a framework for managing nsks throughout the Group

« Provide an appropnate level of reporting on the status of nsk
management within the Group

* Promote awareness of internal control issues and nsk
management

* Provide an appropnate level of reporting to the Board which
retains the overall responsibility, on the status of internal nisk
management

The Committes, chared by the General Counsel and Company
Secretary, meets and reports to the Board at lsast twice a year
Other members of the Committee include the Chief Executive,
Group Finance Director, business unit managing drectors and
the Group Director of Business Continuty Any Director is entitled
to attend any meeting

The Committee 1s assisted by Group-wide commuttees which
deal with specific areas of nsk such as the Health, Safety and
Ermvironment Committee and the Secunty Commitiee

Detalls of nsk management and particular nsks within the Group
are set out on pages 24 10 27
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Audt Committee of the Board

warren East succeeded Keith Hodgkinson as Charman of

the Audit Committes on 1 Apnl 2009 All members of the Audit
Committee are ndependant non-executive Directors other than
Keith Hodgkinson, who retirad from the Board on 31 December
2009 and who ceased to be viewed as independent having served
on the Board for more than nine years from the date of his first
election Warren East is the chief executive of a hsted company
The external audttors, Charman, Chief Executve, Group Finance
Director, General Counsel and Company Secretary, Group Financial
Controlier and the nternal auditors Emst & Young LLP attend each
masling al the Invitation of the Committee Charman Ernst & Young
LLP and KPMG Audit Plc each meet the Committea without
executive Directors or employees of the Company being present

The Committee provides an ndependent overview of the
effectiveness of the internal financial control systermns and financial
reporting processes its pnncipal responsibiibes include

+ The appointment of the external auditor and the agreement
of terms of engagement at the start of each audit

» Approving and reviewing progress on audr plans across
the businesses

« Reviewing the integnty of the mtenm and full year financial
statements

+ Reviewing and monitonng the external auditor's ndependence
and chjectrity

+ Reviewing reports on the effectiveness of the Group’s
Whistletlowing policy, details of which are set out on
pages 27 and 32

During the year, the Audit Committee reviewed the effectiveness
of the nternal audit function and of the external audit and KPMG
Audtt Pl's role in performing it

Internal audit

The Board througtt the Audit Committee monitors the internal
financial control systems through reports received from the internal
audi function dunng the year The Audit Committee decided to
outsource the internal audst function entirely to Ernst & Young LILP
for 200972010 The internal audit function 1s now more akgned to
the nsks that De La Rue faces with outpuis providing assurance
over selecied key nsks that could impact the abiity of the Group
to achieve ts business goals and objectives Imternal audt acts as
a service to businesses by assisting with the ongoing iImprovement
of controls and procedures There 15 a system of internal control
reviews which includes a self-assessment programme covenng
both financial and IT controls and actions agreed are followed up
by management to ensure that satisfactory control 1Is mantaned
The internal audtt plan s set and reviewed by the Audit Committee,
together with reports from the external auditors (KPMG Audit Pic)
on internal control matters noted as part of ther audt work

The Group has continued to raise the profile of good internal
financial controle The fraud nsk profilng programime, invohang multi-
disciplined teams, considers areas of potential nsks and confirms
controls needed for key financial processes to mitigate such nsks

Independence of audtors
The Audt Committee places great emphagss on the chjectmty of
the Group’s audrtor, KPMG Audit Pic, in reporing to shareholders

Tne KPMG audit Partner is present at Audit Commitiee meetings
to ensure full commurication of matters relating to the audt The
overall performance of the auditor 1s reviewed annually Thrs actmty
also forms part of KPMG's own system of quality control The Audit
Commities has discussions with the auditor, without management
being present, on the adequacy of controls and on Judgmental
areas and receves and reviews the auditors' highlights reports and
management letters which are one of the main outputs from the
external audit
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The scope and key focus of the forthcoming year's audit 1s discussed
with, and approved by, the Audt Committee

The Audit Committee has a detaled policy specifying which senices
the external auditor ts allowed to perform on behalf of the Group
and the relevant procedures to be followed by the Group

Bnefly, the procedures cover
« Selecting the statutory auditcr and approving the audt fee

= Being satisfied that there are no relationships between the auditor
and the Group {other than i the ordinary course of business)

* Commissioning non-aucit work

» Circumstances i which it 1s appropnate for iIncumnbent auditors
to prowde non-audit work

De La Rue has procedures for procunng audit and consuling
services from external sources as follows

« Audit-related services, covenng regulatory and statutory reporting

» Non-audtt related servces, covermg the nature and extent of
non-audit services whilst seeking to mantamr the balance between
objectvity and valug for money

The allocation of non-audit work 1s considered i accordance
with the Group’s policy on the engagement of external audtors
and the commissioning of non-audit services  The policy sets out
a pre-approved framework of services, where the auditors can apply
therr existing n-depth business knowledge and skill to bnng both
qualty and efficiency benefits to the Group The external auditors
are prohibited from performing certan non-audi related services
including remuneration consultancy and advice and the design,
davelopment or mplementation of financial information ¢r iInternal
control systems However, a total prohibition on use of incumbent
external auditors right lead to loss of business knowledge that
could adversely affect audit qualty

Whist t may be cost effective for ncumbent external auditors to
provide services, as a general principle all services must be subject
to competitive tender The Group Finance Director determines how
this applies

Incumbent audrtors may, but only with the pnor approval of the
Charman of the Audit Committee, provide some non-audit related
services, where the selection cntena include detaled proposals,
tmescales, local resource and cost Dunng 2009/2010 the amount
of non-audit fees paid to KPMG Audt Pic was £0 2m and was
principally related to work performed in connection with tax
assurance sences

The external auditors have safeguards in place to avoid ther
objectivity and ndependence being compromised They repont

to the Audit Commettes on how they comply with professional and
regulatory requirements and best practice designed to ensure ther
independence Key members of the KPMG Audst Plc audi team
sotate and the firm ensures, where appropnate, that confidentiality
1s maintaned between different parts of the firm providing services
to De La Rue

By order of the Board

FRO

Edward Peppiatt
Company Secretary
24 May 2010
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REMUNERATION REPORT

The Remuneration Committee presents its Report which has been
adopted by the Board and which shareholders will be asked to
approve at the forthcoming Annual General Meeting

The Report covers the following
* Committee membership and responsibiities
= Policy on Directors’ and senior executives' remuneration

* Detals of each Director's remuneration and awards under share
or share option schemes

» Graphs companng the performance of the Company aganst
the FTSE 250, its comparator group

+ Detals of the fees of non-executive Directors (for which the Board
rather than the Remuneration Commuttee I1s responsible)

Constitution of the Remuneration Commuittee

The Remuneration Committee consists entirely of non-executive
Directors all of whom are considered to be independent {as defined
under the Combined Code), except Keith Hodgkinson who retired
on 31 December 2009 and who ceased {o be indepandent In July
2009 having served on the Board for more than nine years and the
Chairman of the Company, who was independent at the time of his
appointment as Charman on 22 July 2004 Dunng the year under
review, Phiip Nolan acted as Chairman of the Remuneration
Committee untl Gill Rider rejoined the Committee as Chairman

on 1 July 2009 (having temporarily stood down from the Board

on 26 February 2008) The Remuneration Committes comprises
Nicholas Brookes, Sir Jeremy Greenstock, Keith Hodgkinson {until
31 December 2008} and Sir Julian Horn-Smith (from 24 September
2008) Ther biogrephical details appear on page 37 The Committee
meets as required seven meetings were held dunng the year, and
attendance details are set out on page 44 1ts rermit s to determine
the Group's policy for executive remuneration, to determine the
remuneratron packages of the Chairman, executive Directors and
certain other senior executives who report to the Chief Executive,
including pension nghts and compensation payments and to
oversee the implementation and operation of share incentive
schemes Details of how the Commitiee has camed out these
responsibilities are descnbed In this report Terms of Reference

for the Committee are set out In full on De La Rue's website

Adwvisers

The Committee 1s authonsed to and does use independent
consultants Dunng 2008/2010 Towers Watson advised on
benchmarking against comparator companigs, executive salanes,
share plan design and review of senior management bonus schemes
and pensions Hewitt New Bnidge Street advised on whether
performance targets in share option schemes were achieved

The Chief Executive and the Group Director of Human Resources
are normally inwited by the Remuneration Committee 1o attend
meetngs of the Committee The General Counsel and Company
Secretary, who 1s also Secretary to the Committee, adwised on
governance 1ssues

No-one 15 present when his or her own remuneration or contractual
terms are discussed The Chief Executive 1s consulted on the
remuneration of exacutives directly reporting to him and other senior
executves and will seek to ensure a consistent procass across

the Group

Caorporats Govarnancs Report Group Fnancal Statements
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General policy

The Group’s remuneration policy ams to align the nterests

of the executive Directors and other senior executives with those

of shareholders The Committee believes that vanable performance
related pay and mcenives should account for a signficant proportion
of the overall remuneration package of executive Directors so that
the remuneration of executive Directors 1s aligned with the Group's
performance Performance related etements of remuneration therefore
form a significant proportion of total remuneration packages

In setting the Group's remuneration policy, the Remuneration
Committee believes that the Group should prowvide

* Competitive rewards, which will attract and retan high calibre
employees with the skils and commitment to drive performance
and which reflect individual responsibilites and expenence

* Incentrve arrangements which are farr, competitive, smple
to understand and transparent They should also be subject
to challenging performance targets reflecting the Group's
chjectves to motvate executives to focus on both annual
and longer term performance

Performance targets set for the ncentive schemes are designed
to provide maximum awards for exceptionat performance The
Remuneration Committee intends that executve Directors’ basic
salanes should, over time, be positioned at or around the median
level In the marketplace with the Incentive arrangements (provided
performance targets are met) set n order that overall remuneration
15 at the median level in the marketplace When assessing the
marketplace, the Remuneration Committee refers to survey data
supplied by Towers Watson, focusing on companies of similar size
and complexity in the FTSE 250

The Committee adopted a policy in 2002 that certain key executives
{being executive Directors and other members of the Operatng
Board) should be encouraged to hold and retan a personal
shareholding in the Company equivalent to one imes salary over

a period of five years

New performance share plan and changes to Annual
Incentive Award

Dunng the year the Remuneration Committes carried out a review
of the Group's reruneration arrangements for executrve Oirectors and
senior management in conjunclion with its advisers, Towers Watson
These arrangements are subject to approval by shareholders at the
Annual General Meeting {AGM) and a descnption of the key terms
of the proposed new plans may be found in the Notice of AGM

The Group intends to ntroduce a new long term incentive plan,

the De La Rue Performance Share Plan (PSP) The PSP will replace
the current 2005 Deferred Bonus and Matching Share Plan for
awards from 2010 onwards and no further awards will be made
under that plan

The purpose of the PSP is to provide executives and selected senior
managers with a long term incentive award that promotes long term
value creation for shareholders and remnforces the alignment of
participant and shareholder interests

The terms of the current annual ncentve awards wilt also be
amended such that a proportion of the annual incentive award may
he paid in shares or restncted stock units with a mandatory holding
period of three years, and which will be subject to forfeiture
{clawback) in the event of resignation, dismussal for musconduct

or a restatement of financial resulls In order to achieve this, a new
Annual Bonus Plan {ABP) will be introduced and wall apply to annual
incentve awards in respect of the 2009/2010 and subsequent
financral years

The Remuneration Committee cummently considers that the
maximum awards under the ABP should be set at 100 per cent
of salary in cash and 35 per cent of salary in shares for the Chief
Executive and up to 80 per cent of salary in cash and 35 per cent
of salary in shares for other executive Directors

Principal shareholders were consulted on the key features of the
proposed plans
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REMUNERATION REPORT contnued

Components for executive Directors and semor executives
Executive Directors’ remuneration 1s provided in the form of a
comtanation of basic salary, annual bonus {cash) and an award
of shares, currently under the De La Rue Deferred Bonus and
Matching Share Plan

Salanes for executive Directors and semor executives
The Remuneration Cormmittee, talung into account performance,
expenence and responsibilities, detenmines the basic salary for
each executive Director Salanes are reviewed annually by the
Remuneration Committee having regard to employees' pay and
conditions elsewhere in the Group

The Remuneration Committee regularly benchmarks key roles
aganst similar positiions 1N comparable companies and obtains
detalled information from external and internal sources about
current market practices Key roles include executive Directors
and members of the Operating Board

At the most recent benchmarking review, James Hussey's level

of annuat salary was positioned below the median of composite
comparator data for chief executives, compnsing Towers Watson's
proprietary remuneration survey data and a bespoke group of
predominantty FTSE 250 comparves Simon Webb's level of annual
basic salary was also positioned below the median of composite
comparator data for finance directors on the same basis

Benefits

All executive Directors and senior employees are ghgble for a
range of taxable benefits which include provision of car allowance,
pension, membership of a prvate medical scheme and bfe
assurance and rembursemeant of the annual subscnption to an
appropnate professional body In addition, the Chief Executive

is provided with permanent health insurance

Annual Incentive Award

The annual bonus, which 1s paid as a percentage of basic salary,

I1s based on achieving targets for the year set by the Remuneration
Commuittee The maximum bonus opportunity as a percentage of
salary 1s 100 per cent for the Chief Executive, James Hussey, and
70 per cent for the Group Finance Director, Simon Webb The
Commitiee considers each year what are appropnate performance
measures to akign the reward strategy with the business strategy

Typical measures for executive Directors and senior executives will
include operating profit (before exceptionals), operating cash flow
and the achievernent of key business imperatives For the executve
Directors, the Annual Incentive Award measures for 2009/2010
waere set agamnst Group Operating Profit and Group Cash Flow
targets for the full year These measures were chosen as they
represent the key business dnvers that reflect the undertying
financtal performance of the Group There are appropnate dwstonal
measures for managing directors and senior executives of business
units The incentve plan 15 structured so that there 1s no payment
unless a mmmum performance threshold has been achieved and
the maximurn payout will only be made if stretching and challenging
targets are met The 2009/2010 Annual Incentive Award achieved
payouts for executve Directors and some senior management of
between entry and target

Once the design of the relevant annual Incentive scheme has been
approved by the Committee it 1s then introduced throughout the
Group wath appropnate measures for indvdual business units and
eligible employees Measures may include increase In revenues,
productivity iImprovements, working capital management, order
growth, cash flow and relevant profit targets The Commitiee has
used a combinaticn of these measures for the past nine years,
including the annual incenive award for 2009/2010

The Remuneration Committee has discretion to consider other
factors, such as ethical behaviours, corporate responsibiity,
environment and health and safety matters as it sees fit when
determining the final outcome of the annual incentive award
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Targets set for 2010/2011 follow a similar plan design as for
2009/2010 with appropnately chalenging performance targsts

Details of the emoluments of the executive Directors dunng the year
are In the table on page 50

Executive Directors’ service contracts

James Hussey and Simon Webb have roltng serce contracts
dated 25 November 2008 and 26 January 2009 respechively
allowing 12 months’ notice penod from either party and provision
for compensation on termination by the Company not exceeding
12 months' basic salary, excluding benefits in kind

The Company announced on 30 Apnl 2010 that Simon Webb
will leave the Board on 31 May 2010 and details of the termination
arrangements are set out on page 50

In determining compensation for early termination of a service
contract, the Remuneration Committee carefully considers the
specific crcumstances, the Company's commitments under the
indwvidual’s contract and the ndwvdual’s obligation to miigate loss

Directors' share interests (audited information}
The Interests in ordinary shares of 44'5¢/,75p of Dwrectors holding
office at the end of the financial year are set out below

2B March 27 March

2000 2010

Nicholas Brookes 7.780 7,780
Warren East 2.093 2,093
James Hussey 13,288 36,345
Gill Rider 454 454
Simon Webb - 2,410

Sir Jerenty Greenstock Sr Juban Horn-Smith and Victona Jarman (appointed
22 Apnl 2010) have no interast in the Company's ordinary shares There have
been no changes in Directors iierests in ordinary shares snce 27 March 2010
Al interests of the Directors and ther families are banaficial

Pension

Al executve Directors and senior executives in the UK may join the
HM Revenue and Customs registered De La Rue Pension Scheme
{the Scheme) Executves who are members of the closed servor
section of the Scheme are required to pay a contnbution of 8 per
cent of pensionable salary nto the Scheme and are provided with
a pension of up to 71 66 per cent of final pensionable salary on
retrement The actual level of pension depends upon the number
of years’ service with the Group Executives who are members

of the retirement plan section of the Scheme are required to pay

a contribution of 3 5 per cent of pensionable salary to the Scheme
Pension accrues at a maximum rate of 1 per cent of pensionable
salary for each year of service In addition members of this sechion
may pay up to an extra 3 per cent of pensionable salary nto a
defined contnbution plan and recerve equa matching contnbutions
from the Company

The current normal retirement age 1s 65 although pension accrued
on service before 1 June 2007 may be drawn m full from age 60
Pension accrued after 1 June 2007 1s subject to a vanable accrual
rate which 15 adjusted annually {o reflect changes to life expectancy
The Scheme also prowides a lump surmn death in senice benefit and
pensions for dependants of members on therr death Executive
Drectors and senior executives who reach the Lifeume Allowance
will be offered the option of leaving the Scherne at that pant and
recenng a cash allowance in lleu of pension provision, or remaimng
in the Scheme and incumng a personal tax charge, known as the
Lifetime Allowance Charge, on any excess benefits The Committes
has decided that the Group will not compensate any executive
Director or employee for any additional tax which may be payable
as a result of a member reaching the Lifetime Allowance
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Dunng the year the Group has consulted with its employees on
the way It provides pensicn benefits As a result of the consuliation
process the following changes are planned

« The current final salary sections will be closed to future accrual
from 1 Apnl 2013 and pensionabie pay will be frozen from
31 March 2011

* The mortality adjustment applied to pension accrued after
1 June 2007 will be removed n respect of employeas who remain
in service after 31 March 2013

* A new defined contribution pension scheme wall be put In place
dunng 2010 for new employees Current employees who leave the
final salary sections in 2013 and those who wish to leave the final
salary sections before then may also join this scheme The
scheme offers employees a choice of contnbution between 3 per
cent and 6 per cent of pensionable pay with a double matching
employer contnbution

Details of each executive Director's pension arrangements are as
follows

James Hussey Is eligible for a pension of up to 71 66 per cent of
his notional pensionable salary at age 65 He 1s required to make a
contnbution to the senior section of the Scheme of 8 per cent of his
notional pensionable salary He 1s covered for a lump sum on death
in service of four tmes his basic salary, with a widow’s pension of
60 per cent of his prospectve pension In the event of death in serice
His pension under the defined benefit Scheme as at 27 March 2010
was £87,808 per annum His notional pensionable salary for
2000/2010 was £231,525 James Hussey receives a cash allowance
of 20 per cent on the difference between his basic salary and his
notional penstonable salary Notional salary increases annually

N kne with the retall pnce index

Stephen King (resigned 31 March 2009} was eligible for & target
pension from all sources of 71 66 per cent of basic salary at the age
of 65 His target pension was prowded through a combination of a
closed FURBS, membership of the senior section of the Scheme
and pensions from previous employmentis

Group Fnancal Statements

Company Finznaa Statements Shargholdars Information

He made a contnbution of 8 per cent of basic salary to his pension
arrangement and was covered for a lump sum on death In service
based on four times basic salary, with a widow's pension of 60 per
cent of target pension N the event of death n serce He ceased

to be a Director on 31 March 2009 and left service on 30 June 2009
His pension under the defined benefit Scheme as at 31 March 2008
was £45,900 per annum As part of his tenrmination arrangements,
the Group made an additional payment to the Scheme of £71,680
to augment hus benefits His deferred pension entitlement at

30 June 2009 was £58,600 per annum

Simon Webb 1s entitied to a pension from the retirement plan
section of the Scheme The accrual rate from 1 Apni 2010 allowing
for adjustments for montality 1s Yiee 16 for each year of penstonable
service He Is required to make a contribution of 3 5 per cent of

his basic salary towards his defined benefil pension and has elected
to pay addiional top up contnbutions of 3 per cent to the defined
contnbution section In the event of death in service he 1s covered
for a lump sum of four times his basic salary and a widow's pension
of 25 per cent of bastc salary His pension under the defined benefit
Scheme as at 27 March 2010 was £2,583 per annum The Group
also makes a payment of 10 per cent of basic salary to a self invested
pension plan for the executive For the first nine months of the year
this contnbution was paid as a cash allowance to the executive

Directors’ pension entitlements (audited information)
The table below sets oui the pension benefits to which each
executive Director 1s entitled It shows

* The accrued pension entitement at the end of the year, including
pension accrued before appointment as a Director, if apphcable,
payable from normal retirement age

* The additional pension accrued dunng the year, payable at normal
retrement age

+ The transfer value amounts as at 28 March 2009 and 27 March
2010 and the increase In transfer value between the two penods
net of Directors’ contnbutions  The transfer values have been
calculated in accordance with Actuanal Guidance Note GN11

Pensions accruing to executive Directors dunng ihe full or part year are set out below

Directors’ pensien entitlements (£'000)

Transter
vake of the Transter Transfer
Pension Increase noreaso value of value of Changen
accurnulated N pensIon acc;mlamc: accurrnlateg trar;sfe.r vahe Cg\;nlgtem
1<)} gint

27 Maroh e MR Drmet bl mMach  Drecos  Gomnuion

2010 dunng year nkaton) connbutions) 2009 2010 contnbutions} Scheme

Stephen King o date of resigraton nf 31 March 2009) 46 - - - 514 621 107 -

James Hussey 98 8 8 71 1,028 1,295 248 -
Simon Webb fappornted Group Finance Crector

and executive Dractor on 1 Apdl 200) 3 2 2 14 3 25 14 12
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REMUNERATION REPORT continued

Directors’ emoluments (audited information)

2010
Total to
27 March 2010
2010 {or date of
Satary 2010 2010 resignation 2008
and fees Benefits Bonus i sooner} Total
£1000 £000 £000 £'000 £ 000
Executive Directors
James Hussey 325 44 82 451 221
Stephen KiNg (resgned 31 Mareh 2008) 2 - 4 6 891
Simon Webb (acported & Aprd 2009) 225 36 40 301 66
552 80 126 758 1,278
Nan-executive Chairman
Nicholas Brookes 163 - - 163 163
Non-executive Directors
Warren East 47 - - 47 40
Sir Jeremy Greenstock 40 - - 40 40
Keith HodgkiNson resgned 31 Dacernter 2009) 35 - - 35 47
Sir Julan Horn-Smith agponted 1 Septeniber 2009) 23 - - 23 -
Philip Nolan gresgrea 23 July 2008 18 1™ - 19 42
Gill Rider terrporariy stood down trom the Board on 26 February 2009 untd 1 July 2008} 35 - - 35 43
Aggregate emoluments 913 81 126 1,120 1,653

Relates to reambursement of traveling expenses from kreland to attend Board meetings

Simon Webb’s termination arrangements

Agreement was reached with Simon Webb that on termination of his employment on 25 June 2010 he wil recerve £321,000 as payment

in iew of notice and compensation for loss of office and/or employment The Company will bear certain expenses of £12,000 In accordance
with the rules of the Deferred Bonus and Matching Share Plan, Simon Webb will also recewve allocations of shares in respect of awards
made in 2009 not exceeding a value of £140,000

Payments made to former Directors of the Company
Lord Wnght, who retred as a Director on 19 July 2000, continues to provide up to 20 days' consultancy each year pursuant 1o an
agreament with the Company dated 20 July 2000 which has been extended to 19 July 2010 He s pad a fee of £20,000 per annum

Directors’ Share Options (audited information) - Sharesave Scheme
The number of options over De La Rue plc shares held by executive Directors under the Sharesave Scheme dunng the penod 1s detaled
below

Number of
Options
27 March Marke:
2010 prico at Averang
Granted Lapeed  {ordate of Exarcisa axercise  Performance Date frm tair value
Oaeot 28 March Execsad during dunng resignation price date targets whch Expiry per sharg
Gram 2009  curing ysar yeur yoaar i so0ner) (pence) (pence)  (seobolow)  exercesable dxe (peacep
Stephen King
{to date of resignabion
of 31 March 2009)
Sharesave options  Dec'07 1,287 - - - 1,287 74574 - -~ @ -0 -@ 2880
Notes

(1) Stephen King exercised 582 options (pro rated) on 13 August 2008 The closing mid-market price on this date was 848p
(2} No performance conditions e atlached to the options under the Sharesave Scheme as itis open to all UK amployees
(3} Exarcisabla for a penod of six months from date of tarmination of 30 Jung 2009

(4} Estimated value ot award at ime of grant (see also note 21b to the Financial Statements)

James Hussey and Simon Webb do not hold any options under the Sharesave Scheme

The closing mid-market pnce of De La Rue pic shares at 27 March 2010 was 940p and the highest and lowest nid-market pnces dunng
the year were

Ordmary shares
of 44", 5p to
27 March

2010

High 1,006 0
Low 8135
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Deferred Bonus and Matching Share Plan {audited nformation)

Allocation of shares held by executive Directors i1s as follows

Tow Total 10 Day
aflocation average
as at as at md market
28 Mareh 27 March share price Market
2000 2010 precectng price at Average
{orda'aaf AloCaton Lapsad (or date of date of aa's of faw value
Date of t ARocation vestng during resignation akocabon vesting Vesting por sharet
aloeation f Loter) dunng year dunng yoar yoar it sooner) {pence) [pence) date )
James Hussey
Deferred Allocaton  Jun ‘06 12,505 - 12,6050 - - 53180 877 80 Jun ‘02 540
Jun ‘07 8,691 - - - 9,691 758 40 - Jun 10 792
Jun '08 8,494 - - - 8,494 208 50" - Jun 11 889
Jun ‘09 - 13,249 - - 13,249 858 55 - Jun 12 880
Maximum Matching
Allocationt Jun ‘06 25,010 - 25,010 - - 531 80 877 80 Jun ‘09 380
Jun'07 19,380 - - - 19,380 758 40 - Jun “10 552
Jun 08 16,988 - - - 16,988 208 50* - Jun ‘11 639
Jun ‘08 - 26,498 - - 26,498 858 55 - Jun ‘12 665
a2 068 39,747 37.518@ - 94,300
Simon Webb
{appomited 1 April 2009)
Deferred Allocation  Jun '08 - 9,172 - - 9,172 858 55 - Jun 12 880
Maximum Matching
Allocation'd Jun ‘09 - 13,758 - - 13,758 858 55 - Jun 112 B65
- 22830 - - 22,930
Stephen King
(wsgned 31 Mamh 2009)
Deferred Allccation  Jun ‘06 17,770 - - - 17,7709 53180 877 80 Jun ‘09 540
Jun ‘07 14,075 - - - 14,0754 758 40 Q02 21 Jun ‘09 792
Jun '08 12,336 - - - 12,3369 908 507 802 21 Jun ‘08 889
Maximum Matching
Allocation# Jun ‘08 35,540 - - - 35,5400 53180 B77 80 Jun ‘09 380
Jun ‘07 28,150 - - - 28,150® 75840 902 21 Jun ‘09 552
Jun ‘08 24,671 - - - 24,6717 908 50" 902 21 Jun ‘09 639
132,642 - - - 132,542
Notes

Middle market value of an ordinary share on the dealing day immediately preceding date of allocation

{3) Detals of the performance condition attached to Matching Shares are set out on page 52 The performance condition for the 2006 awards under the Plan was maet in full
and the shares vested on 22 June 2009

fo) Estmated valua of award at tne of grant (see also note 21b 1o the Financial Statements)

Dividend Shares

An adeitional award of shares will ba released on the vesting date In raspect of all Deferred Shares releasad equal in valua 10 the ameunt of dvidends which would have
been payable on the Deferrad Shates over the performance pencd As at 27 March 2010 and based on the pravailing share price on that date dwvidend shares accrued
were as lollows

James Hussoy 2 622 ordinary shares
Simon Webb 404 ordinary shares

James Hussey
{1}Atota of 1 617 dmdend shares were released to James Hussey on Deferred Allocations vesting on 22 June 2009

{2} James Hussey retaned the shares acquired on vesting of the June 2006 award under the Plan after selling sufficient number of sharas to meet his PAYE and NI habiity

Stephen King
{3} Deferred Allocation for the year 2006 was released in full on 22 June 2009 2 297 dmdend shares relating to this allocation were also released

(4 Daferred Allocation for the year 2007 was released it full on 30 June 2009 1,465 drdend shares relaung 1o this allocation were alse released
(5) Deferred Allocation for the year 2008 was released in full on 30 June 2009 386 dividend shares relating to this allocation were also released

(6} Matching Altocations far the years 2006 and 2007 ware also released in full on 22 June 2009 and 30 June 2005 respectively without pro rating for time served subject
to measurement of the EPS condition te 31 March 2008 and the TSR condition to 1 September 2008 which were both met

{7) Matching Allocation for the year 2008 was released pro rated {8,314) 10 30 June 2009 subject to the measurement of the EPS condition to 31 March 2008 and the
TSR condition t0 1 Septembar 2008 which were mat in full
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Current schemes

Sharesave Scheme

All UK employees may join the Company's HM Revenue and
Customs approved SAYE Scheme Options are granied over

De La Rue plc shares, at the prevailling market pnce at the time

of grant fwith a discretionary discount to the market pnce}, to
employees who agree o save between £5 and £250 per month
over a penod of three or five years A grant was made in December
2009 at a pnce of 819 55p which was at a 15 per cent discount
and 40 per cent of eligible employees parucipated

US Employee Share Purchase Plan

The US Employee Share Purchase Plan (USESPF), estabhshed
under Section 423 of the US Internal Revenue Code, provides a
competitive Incentive for US employees to invest up to 10 per cent
of basic salary each year i the Company's shares, subject to the
statutory imit {currently US$25,000 worth of shares) No
performance conditions are attached to options under the USESPP
The Eighth Offenng under the Plan began on 1 January 2010 and
38 per cent of eligible employees participated The purchase prce
15 85 per cent of the lower of the market value of a De La Rue share
either at the beginning (988p) or end of the Offenng Penod on

31 December 2010

Deferred Bonus and Matching Share Plan

The Company established the Deferred Bonus and Matching

Share Plan (the Plan) in July 2008 wivch, following a review in 2007,
was exiended untl 2010

Awards of deferred allocations of shares (Deferred Shares) to
executive Directors and selected senior executives are made based
on the achievement of annual performance targets to be satisfied
beiore the awards are made

The maximum potential value of the Deferred Shares based on the
market value of a share at the date of allccation 1s 50 per cent of
salary For 2009/2010 financial year the value of awards to executive
Directors was 35 per cent of salary The number of Deferred Shares
will be matched by additional free shares (Matching Shares) which
will be released on the third anniversary of the allocation of the
Deferred Shares provided pre-determined periormance targets are
satisfied and the participant is stil employed within the Group

There are two performance targets, each one of which applies to
allocations of up to 50 per cent of the Matching Shares Fifty per cent
1s based on the aechievernent of an annual rate of increase N eamings
per shase (EPS) of a De La Rue share over the annual rate of increase
in the retall price Index of a minmum of 3 per cent per annum If the
munimum target I1s not achieved no matching share allocation subject
to the EPS test will be awarded If EPS increases by 5 per cent

or more above the annual rate of ncrease in the retal pnice ndex,
the ehgible participant will receive 100 per cent of Matching Shares
subject to the EPS test, with intermediate straight ine vesting

The remaining 50 per cent of the Matching Share element 1s based
on De La Rue’s total shareholder return (TSR} relatve to the TSR of
the companes compnsing the FTSE Mid 250 (excluding nvestment
frusts) over the relevant penod The proporbion of any matching
allocation subject to this test will be 50 per cent for median
performance, and 100 per cent for upper quartie performance,
with intermediate straight ine vesting

For executive Directors and certain selected senior executives,

up 1o two Matching Shares will be allocated for each Deferred Share
No shares will be released for performance below that which
qualfies for the minimum number of Matching Shares
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An additional award of shares will be released on the vesting date n
respect of all Deferred Shares released equal in value to the amount
of dradencis which would have been payable on the Deferred
Shares over the performance penod The Remuneration Committee
regulary reviews the operation of the Plan and its specific terms,
ncluding performance measwres At the ime the Plan was
introduced in 2005 the EPS and TSR performance measures were
adopted following consultation with shareholders as being the most
transparent and appropnate Before making any award the
Remuneration Commitiee considars the appropnateness of the
performance targets for matching awards, recognising In particular
that the average earnings per share growth target of retall pnce
index plus 3 to 5 per cent is the minmum  Subject to approval

by shareholders at the forthcoming AGM, the Plan will be replaced
with the PSP and ABP as detaled on page 47 of this repont

Long Term Incentrve Plan

The Long Term Incentive Plan (LTIP) was ntroduced in 2006 to
retain key indwiduals who are not eligible for the Deferred Bonus and
Matching Share Plan The LTIP 1s a cash based plan under which
participating employees may, subject to the performance measure
being met, receve up to 20 per cent of ther annual salary as a cash
payment at the end of three years after an allocation 1s made

The performance measure 1s EPS based and on a straght line

basis The test 1s achievement of an annual rate of ncrease In
earnings per share which 1s at least 3 per cent over the annual rate
of increase In the retall pnce ndex At the mimmum achievement

a cash payment equivalent to 15 per cent of annual salary 1s payable
whilst an earnings per share Increase of 5 per cent or more above
the annual rate of Increase n the retall pnce Ndex means 20 per
cent of annual salary 1s payable with intermediate straight line
vesting in between

Superseded schemes

Executive Share Option Plan

The Executive Share Option Plan, which expired on 17 July 2005
for the purpose of grants of cptions, provided for the grant of options
at a price equal to the average market value of a De La Rue plc
ordinary share over the three dealing days mmediately preceding
the date of grant, with a performance condition based on the
achievement of an earnings per share growth target This is a legacy
plan with five parhicipants holding 28,362 subsisting options, none
of whom are executive Directors or senicr exacutives

The Plan was replaced by the Long Term Incentive Plan

Dilution hmits

The Executve Share Option Plan and Deferred Bonus and Matching
Share Plan incorporate the current (December 2009) Association

of Bntish Insurers Guidelings on headroom which provide that over
a 10 year penod in relation to the Company’s 1ssued share capital
(including any reissue of treasury shares}

* No more than 10 per cent can be issued to satisfy options granted
under both executive share option schermes and any other
employee share scheme of the Company

* No mare than 5 per cent can be allocated to satisfy executve
(discretionary) share option schemes or share awards

The Remuneration Committee monitors regularly the effect of
potential vesting of share options or share awards to ensure that
the Company remains within these diluton lrits. Options for which
a market purchase of shares has been made are excluded from
the headroom calculahons
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As at 24 May 2010 the current headroom in relation to all
outstanding share options or defermed share awards 1s shown below

Scheme limits headroom

Shares (mullion)
261

Headroom
SAYE subsisting
Executive Schernes subsisting 208
175
318 318
5% 0 50 years 10% n 10 years

Shareholder return
The performance chart below lustrates total shareholder return

Total shareholder return 2761

2078

De La Rue ple 2406

FTSE 250 excluding

investment trusts index 909

This graph shows the value on
27 March 2010, of £100 nvested
in De La Rue pic on 26 Masch
2005 compared with the value

of £100 rvested Inthe FTSE 250
excluding mvesiment trusts
index, assuming in each case
the reinvestment of dvidends
The other points plotted are the
values at intervening financial
year ends

1465
1741

6568

1425 1497

100 0 g88

2005 2006 2007 2008 2009 2010

Source Thomson Financial

Non-executive Directors

Non-executive Directors do not have service contracts and have
letters of appoiniment specifying fixed terms of office Terms of
appointment are nutially for two years with the expectation of three
two year terms  The Board may nvite non-executive Directors to
serve a further tarm after a six year term following a detailed review
The non-executve Directors’ current terms of appointment are
detaled below

Curroant expiry Date of first
Non-exacutve Drector aof appontment FpONnant
Warren East 8 January 2011 9 January 2007
Sir Julian Hom-Smith 31 August 2011 1 September 2009
Sir Jeremy Greenstock 29 February 2012 1 March 2005
Victona Jarman 21 Apnt 2012 22 Apnl 2010
Gill Rider 21 June 2012 22 June 2006

Nicholas Brookes was iIntally appointed as & non-executive
Director on 19 March 1997 and as Charman of the Company
on 22 July 2004

Group Financal Statements

Company Fnancal Statements Sharehoiders information

Remuneration for non-executive Directors

The Board determines the fees paid to non-executve Directors
taking nto account market norms, comparator companies and the
duties required of non-executive Directors Towers Watson advised
the Board dunng 2008/2010 Detals of fees to the Charman and
other non-executve Directors are set out on page 50 The fees
remain unchanged for the year 2010/2011 other than the fee to the
Chairman which increased to £185,000 from £162,500 having not
been reviewed pror to that since 2007 The Chairmen of the Audi
and Remuneration Committees each recenve an addmional fee of
£7.000 per annum for their work Non-executive Directors are not
eligible for pension scheme membership and do not participate

in any of the Group's bonus or share option schemes

By orger of the Board

Gill Rider
Charman of the Remuneraton Commitiee
24 May 2010
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS

OF DE LA RUE PLC

We have audited the Financial Statements of De La Rue plc for the
52 week pencd ended 27 March 2010 set out on pages 55 to 94
The financial reporting framework that has been applied in the
preparation of the Group Financial Statements 1s applicable law and
International Financial Reporting Standards (FRSs} as adopted by
the EU The financial reporting framework that has been appled in
the preparation of the Parent Company Financial Statements 1s
applicable law and UK Accounting Standards (UK Generally
Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body,

In accordance with Chapter 3 of Part 16 of the Comparues Act
2006 Our audit work has been undertaken so that we might state
to the Company’s members those matters we are required to state
to thern in an auditors' report and for no other purpose To the
fullest extent permitted by law, we do not accept or assume
responsibility to anyong other than the Company and the Company’s
members, as a body, for our audit work, for this report, or for the
opinions we have formed

Respective responsibilities of Directors and auditors

As explainad more fully in the Directors’ Responsibilities Statement
set out on page 40, the Dwectors are responsible for the preparation
of the Financial Statements and for being satisfied that they give

a true and farr view Qur responsibility 1s to audit the Financial
Statements in accordance with applicable law and International
Standards on Auditing {UK and Ireland) Those standards require

us to comply with the Auditing Practices Board's {APB s) Ethical
Standards for Auditors

Scope of the audit of the Financial Statements
A descrnption of the scope of an audit of financial staterments 1s
provided on the APB's website at www frc org uk/apb/scope/UKP

Opinion on Financial Statements
In our cpinion

 the Financial Statements give a true and far view of the state of
the Group's and of the Parent Company's affars as at 27 March
2010 and of the Group's and the Parent Company's profit for the
year then ended,

= the Group Financial Statements have been properly prepared
in accordance with IFRSs as adopted by the EU,

» the Parent Company Financial Statements have been properly
prepared In accordance with UK Generally Accepted Accounting
Practice,

» the Financial Statements have been prepared in accordance with
the requirements of the Comparies Act 2006, and, as regards the
Group Financial Statements, Article 4 of the IAS Regulation

54 De La Rue Annual Report 2010

Opinion on other matters prescribed by the Companes
Act 2006
In our opinion

» the part of the Directors’ Remuneration Report to be audited
has been propery prepared in accordance with the Companies
Act 20086,

» the nformation given In the Directors’ Report for the financial year
for which the Financial Statements are prepared 1s consistent with
the Financial Statements,

* the Information grven in the Corporate Governance Statement
set out on pages 42 to 46 with respect to nternal contrel and nsk
managerment systems in relation 1o financial reporting processes
and about share capital structures is consistent with the Financial
Statements

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

* Under the Companies Act 2006 we are required to report to you I,
IN Qur opInIon

- adequate accounting recards have rot been kept by the Parent
Company, or returns adequate for cur audit have not been
recesved from branches not wisited by us, or

- the Parent Company Financial Staternents and the part of the
Directors' Remuneration Report to be audited are notin
agreerment with the accounting records and retums, or

— certain disclosures of Directors’ remuneration specified by law
are not made, or

- we have not receved all the information and explanations
we require for our audit, or

- a Corporate Governance Statement has not been prepared
by the Company

« Under the Listing Rules we are required to review

- the Directors’ statement, set out on page 40, in relation {0 going
concern, and

— the part of the Corporate Governance Statement on pages
42 to 46 relating to the Company s compliance with the nine
provisions of the June 2008 Combined Code specified for
Ul review

A J Sykes

Senior Statutory Auditor

for and on behalf of KPMG Audit Plc, Statuory Aucitor
Chartered Accountants

8 Salisbury Square

London EC4Y 8BB

24 May 2010
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GROUP INCOME STATEMENT

For the year ended 27 March 2010

2010 2008
Noles £m £m

Continuing operations

Revenue 1 5611 5024
Operating expenses 2 {451,9) (405 9)
Operating profit before exceptional items 109.2 965
Exceptional tems - operating 3 {7 5) 89
Operating profit 1017 876
Share of profits of associated companies after taxation 63 89
Profit before interest and taxation 108 0 965
Interest ncome a 03 78
Interest expense 4 54) 6 4)
Retrement benefit obligation finance income 26 26.4 333
Retirernent benefit obligation finance cost 26 327 351
Net finance cost (114) 04
Profit before taxation 96.6 961
Taxation 5 {26.2) {28 5)
Profit for the year from continuing operations 70.4 676
Discontinued operations
Profit for the year from discontinued operations G - 296 5
Profit for the year 70.4 364 1
Profit attnbutable to equity shareholders of the Company 699 3630
Proft attnbutable to minonty interests 05 11
704 364 1

Earnings per share attnbutable to the Company’s equity holders

From continuing operations

Basic 7 710p 50 9p
Diluted 7 70 5p 50 4p
From discontinued operations

Basic 7 - 226 8p
Diluted 7 - 224 6p
On profit for the year

Basic 7 71 0p 277 7p
Diuted 7 70 5p 275 Op
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GROUP STATEMENT OF COMPREHENSIVE INCOME

For the year ended 27 March 2010

2010 2000
Notes £m £m
Profit for the financial year 704 364 1
Other comprehensive mcome
Foreign currency translation differences for foreign operations 01 36
Actuanal losses on retirement benefit obligations (72.3) {750)
Eifectve portion of changes in far value of cash flow hedges, net of amounts recycled to the Income statement 66 {130)
Income tax relating to components of othar comprehensive Income 5 214 247
Foreign exchange recycled to the income statement on disposal of subsihary undertakings - {13 3)
Other comprehensive income for the year, net of tax (44.2) (730
Comprehensive income for the year 26.2 2811
Comprehensive iIncome for the year attributable to
Equity shareholders of the Company 25.7 2000
Minonty interests 0.5 11
26.2 2911
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GROUP BALANCE SHEET

At 27 March 2010
2010 2009
Notes £m £m
ASSETS
Non-current assets
Property, plant and equipment 8 165.6 148 3
Intangible assets 10 19.3 183
Investments in associates and joint ventures " 01 211
Deferred tax assets 7 36.5 283
Denvative financial instruments 5 0.8 116
2223 2286
Current assets
Inventones 13 61.0 653
Trade and other recewvables Il 765 825
Current tax assets 39 04
Denvatve financial instruments 15 20.4 233
Cash and cash equivalents 6 41.6 585
Non-current assets held for sale 12 20.5 -
223.9 2300
Total assets 446.2 458 6
LIABILITIES
Current habiliies
Borrowings 18 (51.7 {40 1)
Trade and other payables 18 {164.2) (158 &)
Current tax liabddies {34.5) (40 4)
Denvative financial Instruments 15 247 {27 7}
Prowsions for other habilities and charges 20 {26.1) (32 5)

(301.2) (299 2}

Non-current habihihes

Bormowings 19 09 51 5)
Retirerment benefit obhigations 25 {127 1) {69 7)
Deferred tax llabities 17 (0.3) -
Denvatve financial nstruments 15 (2.1) (14 3)
Other non-current liatiimes 18 {5.1) {3 3)
(135 5) (138 8)
Total liabilities (436 7) 438 0)
Net assets 95 2086
EQUITY
Share capital 21a 45.5 450
Share premium account 28.4 265
Capital redemption reserve 59 59
Hedge reserve 39 B8
Cumulative translation adjustment 3.8 37
Other reserves (83.8) {83 8}
Retaned earnings 10.4 290
Tota! equity attnbutable to shareholders of the Company 63 177
Minonty interests 3.2 29
Total equity 95 206

Approved by the Board on 24 May 2010

‘ M . CJL/ W
[ 4]
Nicholas Brookes Simoh Webb
Chairman Group Finance Director
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GROUP STATEMENT OF CHANGES IN EQUITY

For the year ended 27 March 2010

Mronty Total
Altr butabie 10 equity shareholdoers nierest equity
Share Capital Cumtative
Sharg premum redemption Heoga wranstation Ciner Retaned
capital acooUn resarve resanve BCUSITEN. raserve aarnngs
£m £rn £m £m £m m Em £m om
Balance at 30 March 2008 44 6 225 556 07 134 (83 8) 2103 23 2155
Camprehensive INncome
for the year - - - ©3 ©en - 3090 11 2911
Share capial issued 08 40 - - - - - - 48
Purchase of shares
for cancellation {0 4) - 04 - - - {1183} - {119 3}
Allocation of treasury shares - - - - - - 22 - 22

Employee share scheme

- value of services provided - - - - - - 28 - 28
Income tax on income and

expenses recognised directly

N equity - - - - - - 07 - 07
Dndends pad - - - - - - {376 7) {9 (377 2)
Balance at 29 March 2008 450 265 59 86 37 (838 250 29 206
Comprehensive income

for the year - - - 47 01 - 209 05 62
Share capital issued 05 19 - - - - - - 24
Employee share scheme

- value of services provided - - - - - - 15 - 15
Income tax on income and

expenses recognised directly

N equity - - - - - - © 1)} - o1n
Dmadends paid - - - - - - (40 9} 02} {41 1)
Balance at 27 March 2010 45,5 28.4 5.9 {3.9) 38 (83 8) 104 32 95

Nature and purpose of other reserves
{a) Share prermium account

This reserve anses from the issuance of shares for consideration in excess of their nominal value
(b} Capital redemption reserve

The reserve represents the nominal value of shares redeemed by the Company

(¢} Hedge reserve

The reserve records the portton of any gain or loss on hedging iInstruments that are determined to be effectve cash flow hedges When

the hedged transacton occurs, the gain or loss on the hedging instrument 1s transferrad out of equity to the Income statement If a forecast
transaction 15 no longer expected to occur, the gain or loss on the related hedging Instrument previously recognised n equity 15 transferred
to the iIncome statement

(d} Cumutative transtation adustment

This reserve records cumulative exchange differences ansing from the translation of ihe financial statements of foreign entities since
transiion to IFRSs  Upon disposal of foreign operations, the related accumulated exchange differences are recycled to the income
staternent This reserve also records the effect of hedging net investments in foreign operations

(e} Other reserve

On 1 February 2000, the Company 1ssued and credited as fully paid 191,646,873 ordinary shares of 25p each and paid cash of £103 7m
to acqure the 1ssued share capital of De La Rue plg, following the approval of a High Court Scheme of Arrangement In exchange for every
20 ordinary shares in De La Rue plc shareholders receved 17 ordinary shares plus 820p in cash The other reserve of £83 8Bm arose as a
result of this transaction and 1s a permanent adjustment to the consobdated Financial Statements
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GROUP CASH FLOW STATEMENT

For the year ended 27 March 2010

2010 2009
Notes fm £m
Cash flows from operating activities
Profit before tax 96.6 96 1
Adjustments for
Finance income and expense 114 G4
Depreciation and amortisation 230 213
Decrease/(increase) in inventory 43 {01
Decrease/(increase} In trade and other recevables 166 {30 4)
(Decrease)increase In trade and other payables 9.9) 175
(Decreasel/increase In reorganisation provisions {(50) 44
Special pension fund contnbutions {17.0) 27 Q)
Loss/(profit) on disposal of property, plant and equiprment 09 {01)
Share of Income from associates after tax {63) {89
Cther non-cash meovements 15 {38
Cash generated from continuing operations 116 1 69 4
Cash generated from discontinued operations 22 - {2 2)
Tax pad — continuing operations (21 0) (20 5)
Tax pard — discontinued operations 22 - (100)
Net cash flows from operating activities 951 367
Cash flows from investing activities
Drsposal of subsidiary undertakings 2 {10} 3337
Purchases of property, plant and equipment {(PPE} & software intangibles — continuing operations {33.1) (29 3)
Purchases of property, plant and equipment (PPE} & software intangibles — discontinued operations 22 - 07
Development assets capitalised — continuing operations {2.3) 33
Development assets capitahised — discontinued operations 22 - (11}
Proceeds from sale of PPE 05 05
Loans made to associates (06} -
Dividends received from associates 68 103
Net cash flows from investing activities {29.7) 3101
Net cash inflow before financing activities €54 3468
Cash flows from financing activities
Proceads from ssue of share capital 24 70
Return of capital - (119 3)
{Repayment of)/proceeds from borrowings (32 9} 776
Finance lease principal payments 31} 39
Interest receved 04 76
Interest paid (37) 41
Dmnadends pad to shareholders {40.4) (376 7)
Dwidends paid 1o minonty interests 02) {05
Net cash flows from financing activities (77 5) (412 3)
Net decrease in cash and cash equivalents in the year {(121) 65 5)
Cash and cash equivalents at the beginning of the year 501 1167
Exchange rate effects 0.2) {11
Cash and cash equivalents at the end of the year 37.8 501
Cash and cash equivalents consist of
Cash at bank and m hand 6 35.1 43 4
Short term bank deposits 6 65 1561
Bank overdrafts (38) B4}
22 378 501
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ACCOUNTING POLICIES - GROUP

De La Rue plc {the Compary}1s a publc lmited company
ncorporated and domiciled in the United Kingdom The address

of its registered office 1Is disclosed on page 96 of this Annual Report
The consohdated Financial Statements of the Company for the year
ended 27 March 2010 compnse the Company and its subsidianes
{together referred to as the Group} and the Group's interest in
associates The Parent Company Financial Statements present
mformation about the Company as a separate entity and not about
#s Group The pnncipal acinties of the Group are descibed in
note 1 The pnncipal accounting policies adopted N the preparation
of these consolidated Financial Statements are set out below These
polictes have bean consistently applied to all the years presented,
unless otherwise stated

Statement of compliance

European Union (EU} law (IAS Regulation EC 1606/2002) requires
that the consolidated Financial Statements, for the year ended

27 March 2010, be prepared in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the EU
{Adopted IFRSs} These consolidated Financial Statements have
been approved by the Directors and prepared in accardance with
Adopted IFRS including interpretations issued by the International
Accounting Standards Beard (IASB)

The Company has elected to prepare its Parent Company Financial
Statements In accordance with UK Generally Accepted Accounting
Practice (UK GAAP)

The following standards, amendments and interpretattons to existing
standards, 1ssued by the Inlernational Accounting Standards Board,
are applicable to the Group for the first time in the current year and
have been adopted by the Group with no impact on the Group's
accounting polcies or on its rasults or net assets included within
these consolidated Financial Statements

* |AS 1 {Presentation of Financial Statements) amendments require
a number of changes 1o the presentation of financial statements
These include a requirement to present, In a statement of changes
In eguity, all owner changes In equity All non-owner changes n
equity (e comprehensive Income} are required to be presented
In one statement of comprehensive Income or 1N two statements
(a separate Income statement and a statement of comprehensive
income} As a result, the Group has elected to present a
consolidated income statement, a consolidated statement of
comprehensive income and a consolidated statement of changes
N equity

IFRS 7 (Financial instruments  Disclosures) amendments expand
the disclosures required in respect of far value measurements and
Iiquichty nsk The Greup has elected, on a voluntary basis, to
provide comparative Information for these expanded disclosures
In the current year In order to axd comparabiity between penods

*

IFRS 8 (Operating Segments) requires segment disclosures based
on the components that the Chief Operating Decision Maker

{ie the Board) monitors in making decisions about operating
matters Such components are iIdentified on the basis of nternal
reporis that the Board reviews regularty in allocating resources

to segments and in assessing performance This results n a
segmental analysis which i1s similar to that presented previcusly
under IAS 14 (Segmental Reporting) as the Group had previously
gven additional voluntary disclosures of segmental information
However, the comparatives have been restated far the effects of
the difterent disclosure requirements of current and deferred tax
assets and labilities

1AS 23 (Borrowing Costs) amendments have removed the
option of mmediately recognising as an expense borrowing
costs that relate to assets that take a substantial penod of ime
to get ready for use or sale The revised standard requires such
borrowing costs to be capitalised as part of the cost of the asset
This does not change the Group's current accounting policy on
borrowing costs
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Basis of preparation

The consolidated Financial Statements have been prepared under
the histoncal cost convention with the exception of certan stems
which are measured at fair value as disclosed n the accounting
policies below The accounts have been prepared as at 27 March
2010, being the last Saturday in March The comparatives for the
2009 financial year are for the year ended 28 March 2009

As descnbed on page 40 of the Directors' Report, the consolidated
Financial Statements have been prepared on a going concern basis

Basis of consolidation

The consolidated Financial Statements incorporate the Financial
Statementis of the Company and entities controlled by the Company
{its subsidianes) up to 27 March 2010 Control exists when the
Company has the power to govern the financial and operating
policies of an entity so as to obtan benefits from ts actmvities In
assessing control, potential voting nghts that are currently exercisable
are taken into account The results of subsidianes acquired or
disposed of dunng the year are ncluded in the consohdated Financial
Statements from the date that control commences or until the date
that control ceases The majonty of the subsidianes prepare therr
financial statements up to 27 March except for certain subsidianes
whose year end 1s 31 December In the case of the subsidianes
whose financial statements are made up to 31 December 2009,
resulls for the period to 27 March 2010 have been consolidated

On acquisttion, the assels, habilites and contingent hatxltes of a
subsidiary are measured at therr far values at the date of acquisition
Any excess of the cost of acquisiton over the farr values of the
identfiable net assets acquired 1s recognised as goodwill Any
deficiency of the cost of acquisition below the fair values of the
identifiable net assets acquired (ie discount on acqusition) 1S
credited to the Income statement in the penod of acquisition

Where necessary, adjustments are made to the financial statements
of subsidianes to bring the accounting policies used it ine with
those used by the Group

All Intra-group transactions, balances, income and expenses are
eliminated on consolidation

Significant accounting policies and judgements apphed
Foreign currency

Foreign currency transactions

These Financial Statements are presented in sterling, which

15 the functional and presentational currency of the Company
The functionat currency of Group entities 1s principally determined
by the pnmary economic environment in which the respective
entity operates

Transactions in foreign currencies entered into by Group entities are
translated Into the functional currencies of those entities at the rates
of exchange at the date of the transaction Monetary assets and
labilities denominated in foreign currencies at the balance sheet
date are translated at the rate of exchange ruling at that date
Foreign exchange differences ansing on translation are recogrised
in the Income staterment

Foreign currency non-monetary tems measured in terms of
histoncal cost are translated at the rate of exchange at the date of
the transaction Exchange differences on non-monetary items are
recognised in Ing with whether the gain or loss on the non-monetary
itemn itself 18 recogrused in the income statement or in equity

In order to hedge its exposurs o certan foraign exchange nsks,
the Group enters into forward contracts (refer to the accounting
policy on denvatve financial instruments below for detalls of

the Group's accounting policies in respect of such denvative
financial nstruments)
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Financial statements of foreign operations Far value hedges

Assets and labiities of foreign operations, including goodwll and
intangible assets, are translated at the exchange rate prevaiing at
the balance sheet date Income and expenses are translated at
average exchange rates (which approximate to actual rates)
Exchange differences ansing on retranslation are recogrised in the
Group's translation reserve, which 1s a component of equity When
a foreign operaton s sold, exchange differences that were recorded
n equity are recognised In the iIncome statement as part of the gan
or loss on sale

Exchange differences in respect of foreign operations that arose
before 27 March 2004, the date of transition to Adopted IFRSs,
are presented as pari of retaned earnings, as permitted by IFRS 1

Net investment in foreign operations

Foresgn currency differences ansing on the retranslation of a financial
liability designated as a hedge of a net investment N foreign
operations are recognised in the fransiation reserve to the extent the
hedge is effective To the extent that the hedge is ineffective such
differences are recognised as finance iIncome or costs in the Income
statement Cumulative gains or losses In equity ansing since the
date of trangition to Adopted IFRSs are taken to the iIncome
statement on disposal of the foreign operation

Financial Instruments

The Group's operating actmbies expose it to financial nsks of
changes in foraign currency exchange rates and interest rates

The Group uses a range of denvative instruments, including forward
contracts and swaps {0 hedge its risk to changes In foreign
exchange rates and interest rates Denvative financial nstruments
are only used for hedging purposes The use of financial denvatives
18 governed by the Group’s nsk management policies approved by
the Board of Directors, which provide wntten pnnciples on the use
of financial denvatives consistent with the Group's nsk management
strategy

Dervative financial nstruments are recogrised at far valug at the
date a denvative contract 1s entered Into and are subsequently
remeasured to their far value at each balance sheet date The gan
or loss on subsequent far value measurement 1s recognised in the
Income statermnent unless the denvative qualifies for hedge
accounting when recognition of any resuftant gain or loss depends
on the nature of the tem being hedged

Cash flow hedges

Changes in the far value of denvative financial instruments that

are designated and are effective as hedges of future cash flows are
recognised directly In equity and the inetfective portion 1s recognised
immediately in the ncome statement  Amounts accumulated in
equity are recycled to the ncome statement in the penod n wivch
the hedged item also affects the income statement However, if the
hadged item results in the recognition of a non-financial asset or
{ability, the amounts accumulated 1n equity on the hedging
instrument are transferred from equity and included in the initial
measurement of the cost of the asset or labity Hedge accounting
15 discontinued when the hedging instrument expires or 1S sold,
terminated, exercised, or no fonger qualifies for hedge accounting
At that time, for forecast transactions, any cumulative gain or loss
on the hedgng instrument recogrised N equity 1S retained in equity
until the forecasted transaction occurs If a hedged transaction 1s no
longer expected to oceur, the net cumulative gain or loss recognised
In equity 1s transferred to the income statement Changes in the fair
value of denvative financial instruments that do not qualdy for hedge
accounting are recognised in the ncome staterment as they anse

For an effective hedge of an exposure to changes In {arr value of

a recogrused asset or labdity or an unrecognised firm commitment,
the hedged item 1s adjusted for changes n far value attnbutable to
the nsk being hedged with the corresponding entry in net income
Gains or losses from re-measunng the denvative, or for non-
denvatives, the foreign currency component of its carmying value,
are recognised in net income

Embedded denvatves

Denvatves embedded in other financial instruments or other
non-financial host contracts are treated as separate denvatives
when therr nsks and charactenstics are not closely related to those
of the host contracts and the host centracts are not camed at far
value Any unrealised gains or losses on such separated denvatives
are reported In the Income statement

Hedge of net investment in foreign operations

Gains or losses on Instruments used to hedge net nvestment in
foreign operations thal are effectve hedges are recognised in equity
Ineffective hedges or portions thereon are recognised n the ncome
statement

Any gains or losses ansing from changes in far value of denvative
financial instruments not designated as hedges are recognised
immediately In the consolidated income statement

Gans and ksses on dervative financial nstruments related to
operating actities are ncluded in operating profit when recognised
in the consolidated ncome statement

Revenue recognition

Group revenue predominantly represents sales to external
custormers of manufactured products which fall wathin the Group's
ordinary tracing activities This excludes VAT and other sales taxes

Revenue 1s recognised in the income statement to the extent

that it I1s probable that the economic benefits associated with the
transacton will flow into the Group and the amount can be reliably
measured n practice this means that revenue s recognised when
goods are supplied to external customers in accordance wath the
terms of sale

When goods are supplied, this 1s when the significant nsks and
rewards of ownership are transferred 10 the buyer

Revenues and costs on project based contracts are recognised by
reference to the stage of completion, based on the work performead
to date and the overall contract profitability The assessment of the
stage of completion 1s dependent on the nature of the contract,
and s assessed by reference o reviews of work performed,
achievernent of contractual milestones and costs incurred

Revenue on service-based contracts 1s recognised as services
are provided

Interest ;ncome 1s accrued on a time basis, by reference to the
principal cutstanding and at the effective iInterest rate applicable,
which Is the rate that exactly discounts estimated future cash
recetpts through the expected Iife of the financial asset to that
asset's net carrying amount

Intangble assets

Al intangible assets, except goodwill, are stated at cost less
accumulated armortisation and any impairment losses Goodwill
1S not amorksed and 1s stated at cost less any accumulated
impairment losses
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ACCOUNTING POLICIES -~ GROUP continued

Goodwilf

Goodwill ansing on consclidation represents the excess of the cost
of acquisition of a business combxnation over the Group's share of
the farr value of identifiable assets, liabilities and contingent habitities
of the husmness acquired at the date of acquisiion

After initial recognition, goodwill 1Is measured at cost less any
accumulated impairment losses At the date of acquisition the
goodwill 1s allocated to cash generating units for the purpose of
imparment testing and 15 tested annually for imparrment and when
there are indications of imparment  Any impament loss is
recognised immediately in the income statement and 1s not
subsequently reversed

Gans and losses on the disposal of a business include ihe carying
amount of goodwill relating to the business Gooawill ansing on
the acquisition of subsidiarnes 1s presented In goodwill and goodwall
ansing on the acquisition of associates 1s presented i investments
N associates Internally generated goodwill 1s not recognised as

an asset

Goodwil ansing on acquisitions before 27 March 2004 (the date
of transition to IFRS) has been retaned at the previous UK GAAP
amounts subject to being tested for mparrment at that date

Development costs

Expenditure incurred in the development of products or
enhancements to existing product ranges 1s capitaksed as an
ntangible asset only when the future economic benefits expected to
anse are deemed probable and the costs can be relably measured
Development costs not meeting these cntena are expensed n the
income statement as mecured Capitalised development costs are
amortised on a straight ine basis aver therr estimated useful
economic ives once the product or enhancement 1s avallable for
use Product research costs are wtten off as incurred

Other intangtble assets

Intangible assets purchased separately, such as software licences
that do not form an integral part of related hardware, are capitalised
at cost less accumulated amortisation and impairment losses
Software intangibles are amortised on a straight ine basis cver the
shorter of therr useful economic hfe or therr keence period at rates
which vary from between three and five years

Distnbution nghts are capitabsed at cost less accumulated
amortisation and impairment losses and are amortised over ther
useful economic Ives as determined by the Iife of the products
to which they relate

Property, plant and equipment

Praperty, plant and equipment are stated at cost or valuation,
less accumulated depreciation and any accumulated prowision
for imparrment in value Assets in the course of construction
are Included In property, plant and equipment on the basis

of expenditure incurred at the balance sheet date

No depreciation 1s provided on freehold land Freehold and long
leasehold buldings are depreciated over ther estimated useful
economic kves of 50 years Other leasehold interests are
depreciated over the lesser of the unexpired penod of the lease
and 50 years

Tre Group s policy 15 to write off the cost or valuation of all other
plant and equipment evenly over ther estmated remaining useful
Ife at rates which vary between exght per cent and 50 per cent per
annum The pnancipal annual rates of depreciation used are 10 per
cent on plant and machinery and on fixtures and fithings No
depreciation s provided for assets in the course of construction

Depreciation methods, residual values and useful lives are reviewed
at least at each financial year end, taking into account commercial
and technical obsolescence as well as normal wear and tear,
provision being made where the carmyng value exceeds the
recoverable amount
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On revaluation, any accumulated depreciation at the date of
revaluation 1s eliminated aganst the gross camying amount of the
asset, and the net amount 1s restated to the revalued amount of
the asset

Increases In the camying amount ansing on revaluation of land

and buldings are credited to other reserves in shareholders’ equity
Decreases that offset previous increases of the same asset are
charged against other reserves directly in equity, all other decreases
are charged to the income statement

Borrowing costs

Borrowing costs are capitalised if an asset under construction

1s significant and the construction penod 15 longer than one year
The capitalisation rate 15 based on the short term borrowing rate
over the penod of construction

Imparment

Financial assets

A financial asset 1s assessed at each reporting date to determine
whether there 1s any objective ewdence that it 1s impared A financial
asset 1s considered to be mpaired if objective evidence indicates
that one or more events have had a negative effect on the estimated
future cash flows of that asset

An imparrment loss In respect of a financial asset measured at
amortised cost1s calculated as the difference between its carrying
amount and the present value of the estimated future cash flows
discounted al the ongmal effectve interest rate

Indvidually significant assets are tested for imparrment on an
indmdual basis The remaining financial assets are assessed
collectively In groups that share similar credit nsk charactenstics
All impairment losses are recognised in the iIncome statement

Non-financial assets

The carrying amounts of the Group's non-financial assets, cther
than inventones and deferred tax assets, are reviewed at each
balance sheet date to determine whether there 1s any indication of
wnparrment If any such ndication exists then the asset's recoverable
amount 15 estimated For goodwill and intangible assets that have
indefinte useful ves or that are not yet ready for use, the
recoverable amount 1$ estimated at each reporting date

Assets that are subject to amortisation are reviewed for mparment
whenever events or crrcumstances indicate that the carrying value
may not be recoverable In additon, goodwill s tested at least
annually for imparment Imparment tests are performed for all Cash
Generating Units (CGUs}) to which goodwilt has been allocated at the
balance sheet date or whenever there s iIndication of imparment
For all other intangible assets, an imparment test 1s performed
whenever an indicator of mpartrment exists

An impairment loss 15 recognised immediately in the income
staterment for the amount by which the asset’s carrying value
exceeds is recoverable amount, the latter being the higher of the
asset’s far value less costs to sell and valug in use and In the case
of goodwill 1s not subsequently reversed In assessing value in use,
the estimated future cash flows are discounted tc therr present
value using a pre-tax discount rate that reflects current market
assessments of the tme value of money and the nsks specific

to the asset for which the estmates of future cash flows have

not been adjusted

For other intangble assets, at each balance sheet date an
assessment 1s made to determine whether there 1s any indication
that an impairment loss recognised in pnor penods may no longer
exist or has decreased Where such an ndication exists, an
mpairment loss 1 reversed to the extent that the asset’s carmying
value does not exceed the camying amount that would have been
determined, net of depreciation or amertisatton, if no iImparment
loss had been recognised
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Associated companies

An associate 1s an entity over which the Group IS In a position to
exercise significant influence, but not control or joint control, through
participation i the financial and cperating policy decisions of the
nvestee Significant influence ts presumed 1o exist when the

Group holds between 20 and 50 per cent of the voting power

of ancther entity

The Group's share of the results, asseis and liabilities of associated
companies are Included in these Financial Statements using the
equity method of accounting, except when classified as held for
sale The results are presented after interest, tax and minonty
Interest Investments in associates are carmed in the balance sheet
at cost as adjusted by the post acquisibon changes in the Group’s
share of net assets of the associate, less any mparrment in the
value of the indimdual Investment Losses of the associate n
excess of the Group’s Interest in that associate are not recognised
unless the Group has a legal or constructive obligation to fund
those losses

Any excess of the cost of acquisition over the fair values of the
dentifiable net assets at the date of acquisiion of the associate

1s recognised as goodwill Any deficiency of the cost of acquisition
below the far values of the identifiable net assets acquired

{le discount on acquisition) 1s credited to the Income statement

i the penod of acquisition

Where a Group company transacts with an associate of the Group,
profits and losses are eliminated to the extent of the Group's interest
in the associate Losses may provide evidence of an impairment

of the asset transferred In which case appropnate provision 1S

made for impaimment

The maenty of the matenal associated comparves prepare ther
financial nformation to 27 March except for certain associated
companies whose year end s 31 December In the case of the
assoclated companies whose Financial Statements are made
up to 31 December, results for the penod to 27 March have
been included In the consolidated income statement

Leasing

A lease 15 defined as an agreement whereby the lessor corwveys
1o the lessee the nght to use a specific asset for an agreed penod
of time In return for a payment or a senes of payments

Leases are classified as finance leases whenever the tenms of the
lease transfer substantally all the nsks and rewards of ownership
to the lessee All other leases are classified as operatng leases

Assets held under finance leases are inally recogrised as property,
plant and equipment at an amount equal to the far value of the
leased asset or, f lower, the present value of minmum lease
payments at the inception of the lease, and then depreciated

over therr useful economic lives Lease payments are apportioned
between repayment of capital and interest The capital element of
future lease payments 1s included in the balance sheet as a liability
Interest 18 charged to the Income statement so as to achieve a
constant rate of Interest on the remaning balance of the bability

Rentals payable under operating leases are charged to the income
staterment on a straight Ine basis over the lease term Benefits
received and recewvable as an incentive io enter Into an operating
lease are also spread on a straight-line basis over the |ease term

Where a leasehold property 1s vacant, or sublet under terms

such that the rental iIncome 15 less than the head-lease rental cost,
provision 1s made for the best estmate of unavoidable lease
payments dunng the vacancy or on the anticipated future shortfall
of sub-lease income compared with the head-lease expense
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Taxation

The tax expense included in the income statement compnses
current and deferred tax Current tax 1s the expected tax payable
on the taxable Income for the year, Including adjustments N respect
of pnor penods, using tax rates eénacted or substantially enacted

by the balance sheet date

Tax 1s recognised In the Income statement except to the exient that
it relates to tems recognised directly in equity, in which case d 1s
recogrised in equity

Deferred tax 1s provided using the balance sheet liability method,
providing for temporary differences between the carrying amounts
of assets and labiltes for financial reporiing purposes and the
amounts used for taxation purposes Deferred tax 1s measured
using tax rates that have been enacted or substantively enacted
by the balance sheet date and that are expected to apply when
the asset 1s realised or the liability I1s settled

Deferred tax labilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the
extent that it 1s probable that future taxable profits will be avalable
aganst which the temporary difference can be utlised Such assets
and liabilties are not recognised if the temporary difference anses
from goodwill, not deductible for tax purposes, or from the inital
recognition {other than in a business combxnation) of other assets
and labiliiies in a transaction that affects neither the taxable profit
nor the accounting profit

Deferred tax is provided on temporary differences ansing on
vestments in subsidianes, associates and joint ventures, except
where the Group is able to contral the trming of the reversal of the
temporary difference and it 1s probable that the temporary difference
wilt not reverse in the foreseeable future

The carrying amount of deferred tax assets Is reviewed at each
balance sheet date and reduced to the extent that it iIs no longer
probable that sufficient taxable profits will be avallable to allow
all or part of the asset to be recovered

Deferred tax assets and deferred tax liatnlities are only offset to the
extent that there 1s a legally enforceable nght to offset current tax
assets and current tax labilities, they relate to taxes lewed by the
same taxation authorty and the Group intends to settle its current
tax assets and labiliies on a net basis or to realise an asset and
settle a lability simultanecusly

Inventones

Stocks and work in progress are valued at the lower of cost and
net realisable value Costis determined on a weighted average cost
basis and comprises directly atiributable purchase and conversion
costs, Including direct labour and an allocation of production
overheads based on normal operating capacity that have been
incurred i bringing those inventones to therr present location and
condiion Net realisable value 1s the estimated seling prce less
estmated costs of completion and selling costs

Cash and cash equvalents

Cash and cash egunvalents compnse bank balances and cash held
by the Group and shert term deposits with an onginal matunty of
three months or less Bank overdrafts that are repayable on demand
and form part of the Group's cash management are included as a
component of cash and cash eqguivalents for the purpose of the
cash flow statement
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ACCOUNTING POLICIES - GROUP continued

Loans

Interest-beanng bomowings are recognised nitially at fair valus

less attnbutable transaction costs Subsequent to inhal recogrition,
interest-beanng borrowings are stated at amortised cost wath any
difference between cost and redemption value being recognsed

n the mcome statement over the penod of the borrowings on

an effective interest basis

Employment benefits

Penstons

The Group operates a number of retirement benefit schemes The
major schemes are defined beneiit pension funds with assets held
separately from the Group The cost of providing benefits under
each scheme 1s determined using the projected unit credit actuanal
valuation method

The current service cost and gans and losses on settlements and
curtaiments are included In operating costs in the group income
statement Past service costs are similarly included where the
benefits have vested, otherwise they are amortised on a straight

ine basis over the vesting penod The expected return on assets

of funded defined benefit pension schemeas and the mputed nterest
on pension scheme habilies are disclosed as retirement benefit
obligation finance ncome and retirement benefit obligation finance
expense respectively In the Income staiement

Differences between the actual and expected return on assets,
changes in the retrement benefit obligation due to expenence and
changes in actuanal assumptions are Included In the staterment of
comprehensive ncome m full in the pencd n which they arise

The lability recognised in respect of defined benefit pension plans 1s
the present value of the defined benefit obligation less the far value

of the scheme assets, as determined by actuanal valuations carned
out at the balance sheet date

The Group s contnbutions to defined contnbution plans are charged
to the Income statement in the penod to which the contributions
relate

Share based payments

The Group operates vanous equity settled and cash settled option
schemes For equity settled share options, the services received
from employees are measured by reference to the far value of the
share options The farr value 15 calculated at grant date and
recognised in the consolidated Income statement, together with

a corresponding increase in shareholders” equity, on a straight Iine
basis over the vesting pencd, based on the numbers of shares that
are actually expected to vest, taking Into account non market
vesting conditions (including service conditions) Vesting conditons,
other than market based conditions, are not taken into account
when estimating the farr value

For cash settled share options, the services received from
employees are measured at the farr value of the liability for options
outstanding and recognised in the consoldated income statement
on a straght hne basis over the vesting penod The far value of the
liability 15 re-measured at each reporting date and at the date of
settlement with changes in far value recogrised in the consclidated
income statement [FRS 2 'Share-based payment’ has been applied
to equity settled share options granted after 7 November 2002 not
yet vested at 1 January 2005 and to outstanding cash settled share
options as at 1 January 2005
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Share option schemes

The De La Rug Employee Share Ownership Trust 1s a separately
administered trust Liabibires of the trust are guaranteed by the
Company and the assets of the trust mainly compnse shares

in the Company

The own shares held by the trust are shown as a reduction in
Shareholders' funds The shares will be held at histoncal rates until
such tme as they are disposed of Any profit or loss on the disposal
of own shares is treated as a movement in reserves rather than as
a profit and loss item

Prowisions

Prowisions are recognised when the Group has a present obligation
In respect of a past event, it 1s probable that an outflow of rescurces
will be required to settle the oblgation, and where the amount can
be reliably estmated Prowisions are measured at the Directors’
best estmate of the amount required to settle the obligation at

the balance sheet date and are discounted where the time value

of money 1s considered matenal

Exceptional tems

ltems whuch are both matenal by size and/or by nature and non-
recurming are presented as exceptional tems within therr relevant
consolidated income statement category The separate reporting
of exceptional tems charged to operating profit helps to provide an
ndication of the Group’s underlying business performance Events
which may give nse to the classification of items as exceptional
include gains or losses on the disposal of businesses {other than
those within the scope of IFRS 5}, restructunng of businesses and
assel imparments

Dmdends

Final dvidends proposed by the Board of Directors and unpaid at
the vear end are not recogrised in the Financial Statements unil
they have been approved by the sharehclders at the Annual General
Meeting Interm dwvidends are recognised in the penod that they
are pad

Non-current assets held for sale

Non-current assets classified as held for sale are measured at

the lower of the asset’s previous carrying amount and far value
less costs to sell No depreciation 15 charged on assets classified
as held for sale Non-current assets are classified as held for sale

if their carnying amount will be recovered through a sale transaction
rather than through continuing use This condition s regarded as
met only when the sale 15 highly probable and the asset 1s avalable
for mmediiate sale In its present conditon Management must be
committed to the sale, which should he expected to qualify for
recognition as a completed sale within one year from the date

of classification
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New accounting standards and interpretations
The following Adopted IFRSs were avallable for eary adoption but
have not been apphed by the Group in these Financial Statements

= [FRIC 12 {Service Concession Arrangements) 1s effective for
the first tme in 2010/2011 This nterpretation sets out general
prnciples on recognising and measunng the obligations and
related nghts n service concession arangements Adopting IFRIC
1215 not expected to have a matenal impact on the Group

* An amended IFRS 3 (Business Combinations), an amended
1AS 27 (Consohdated and Separate Financial Statements), an
amended IAS 28 (Investments in Assocrates) and IAS 31 {Interests
in Joint Ventures) are effective for business combinations
undertaken by the Group after 28 March 2010 The revised IFRS 3
will make many changes to how future business combinations will
be accounted for, including accounung for acquisiion costs,
contingent consideration, step acquisitions, partizl disposals of an
investment in a subsidiary and partal disposals of associates and
ont ventures As the revised standard 1s to be appled
praspectively it 1s not possible to quantify its ikely impact

No impact 1s expected from any other standards that are avalable
for early adoption but that have not been early adopted

The following standards and interpretations have beenissued by
the IASB, but have not been adopted by the European Commission
{and published in the EU Official Journal) for ther application to
become mandatory

* |FRS 9 {Financial Instrumenits), effective for annual accounting
penods beginring on or after 1 January 2013 IFRS Suses a
single approach 1o determine whether a financial asset 1s
measured at amortised cost or far value This approach i1s based
on how an entity manages its financial instruments (its business
model) and the contractual cash flow characterstics of the
financial assets The new standard also requires a single
impairment methed to be used, replacing the many different
imparrment metheds In 1AS 39

Key sources of estimation uncertainty

In applying the above accounting policies, management has made
appropnate estmates which are continually evaluated and are
based on histoncal expenence and other factors, Including
expectations of future events that are bekeved o be reasonable
The resulting accounting estimates wall, by defintion, seldom equal
the related actual results The estimates and assumphons that have
a significant effect on the carrying amounts of assets and labilities
are discussed below

(a) Property, plant and equipment

Assets are camed at histonical cost less depreciation calculated

to wnte down the cost of such assets to therr residual values over
ther estimated useful ives Management determines estimated
useful ives and the related depreciation charges at acquisihon,
based upon histoncal expenence with similar assets and anticipation
of future events such as technological change which might impact
upon asset lves Subsequently, asset bves and residual values are
reviewed annually for appropnateness Changes in asset Iives or
residual values would alter the depreciation charge in the income
statement

(b} Imparment of assets

The Group tests annually whether goodwill and other assets that
have indefinite useful ves are imparred Other assets are reviewed
for mpairment whenever events or changes in carcumstances
indicate that the carrying amount of the asset exceeds its
recoverable amount The recoverable amount of an asset or a cash-
generating unit 1s determined based on value-in-use calculations
prepared on the basis of management’s assumptons and estmates
of future cash flows, discounted at sutable rates

Group Financsal Statements

Company Financial Statements  Shareholders Infermation

(¢} Income taxes

The Group Is subject to Income taxes N numerous junsdictions

and significant jJudgement is required (in determining the worldwide
provision for those taxes Calculation of the gurrent tax position
involves estimation and judgement in respect of certain tems whose
tax treatment 1s uncertain and which will be resolved at sorne future
date Management makes judgements as to the likely impact and
outcome of uncertain or disputed tax treatments Deferred tax
generally recogmises the future reversal of all temporary timing
differences, but management exercises judgement in respect of
deferred {ax assels as to ther likely recoverability agansi future
taxable profits As this jJudgement involves assessment of the future
trading prospects of ndmdual statutory entities, the actual outcome
may vary from that anticipated Where the final tax outcomes differ
from the amounts irbially recorded, there will be impacts upon
income tax and deferred tax provisions and the income statement
1n the pencd In which such determination 1s made

{d) Provisions for other llatilies and charges

The Group measures provisions at the Directors’ best estimate

of the amount required to settle the obligation at the balance sheet
date, discounted where the time value of money s considered
material These estmates take account of available information,
histoncal expenence and the likelihood of different possible
outcomes Both the amount and the matunty of these habilities
could be different from those estimated

{&) Pension obligations

Pension costs within the Income statement and the pension
obligations as stated in the balance sheet are both dependent
upon a number of assumptions chosen by management

The assumptions used in determining the net cost/income)

for pensions Include the expected long term rate of return on the
relevant plan assets and the discount rate Any changes in these
assumptions will Impact the carnying amount of pension obligations
The expected return on plan assets assumption 1s determined on a
uniform basis, taking into consideration long term fwstoncal returns,
assel allocation and future estmates of long term investment
returns The Group determines the appropnate discount rate at

the end of each year This 1s the interest rate that should be used
to detenmine the present value of estmated future cash outflows
expected to be required to settle the pension abligations In
determining the appropnate discount rate, the Group considers the
interest rates of high-qualty corporate bonds that are denominated
in the currency in which the benefits will be paid, and that have
terms to matunty approximaling to the terms of the related pension
katility Other key assumptions for pension obligatons include
estimates of expected longewity for current and fulure pensioners
and estimates of fuiure rates of nflation
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NOTES TO THE ACCOUNTS

1 Segmental analysis

The Group's Intermational operations are managed and reported internally on a divisional basis that refiects the different charactenstcs

of each business These dmsions have been disclosed as reportable segments because they are the components that the Board monitors
regularly n making decisions about operating matters such as allocating resources to businesses and assessing performance Each dvision
has s own managing director who reports directly to the Chisf Executive The principal financial nformation reviewed by the Board, which
15 the Group’s chief operating decision maker, 1S revenue and operating profit before exceptional tems, measured on an IFRS basis

The Group's segments are

= Currency — provides banknote paper, pnnted banknotes and banknate secunty features

» Cash Processing Solutions — pnmanly focused on the preduction of large sorters for central banks, complementing the Currency business
* Secunty Products - produces secunity documents, including authentication labels, traveflers’ cheques and fiscal stamps

* [dentity Systems — involved in the production of passports, ncluding ePassports, together with other secure identity products

Exceptional
Cash tems/
Processing Sacurtty Idenuty Discontnued
Curmrency Solvhons Products Systerns. operahons Total
2010 £m £m £€m £m £m £m
Total revenue 411.2 56.9 749 32.0 - 5750
Less Inter-segment revenue (1.1) - {12.8) - - (13.9}
Revenue 410.1 56.9 621 320 - 561.1
Operating profit/loss} before exceptional items 95.3 (3.5) 148 2.6 - 109.2
Exceptional tems - operating (note 3) - (7.5) - - - 7 5}
Operating profit/{loss} 85.3 {11.0) 148 26 - 1017
Share of profits of associated companies after taxation 6.3
Net interest expense (61}
Retirement benefit obligations net finance expense (63}
Profit before taxation 96.6
Segment assets 194.4 39.5 249 30.2 - 2890
Unallocated assets 1572
Total assets 446,2
Segment habilties {120 3} {20 9) {134) {14.6) - (169 2)
Unaliocated habilities (267 5)
Total labidties {436.7)
Capital expenditure cn property, plant and equipment 31.5 1.7 08 72 - 413
Capital expenditure on intangible assets 3.2 - 0.2 07 - 41
Depreciation of property, plant and equipment 144 2.7 2.3 0.8 - 202
Amortisation of ntangible assets 15 10 01 0.2 - 28
Exceptional
Prooessucaﬁg Secunh, Identty Dmomtr}lwue‘%
2009 Curreg Sdutw%nms Plodug(ﬁ Systﬁ uperatl%nms T?.I::
Total revenue 3486 660 697 304 - 5147
Less Inter-segment revenue 9 - {11 4) - - {12 3)
Revenue 347 7 660 583 304 - 5024
Operaling profit beiore exceptiona items 828 04 110 23 - 965
Exceptional items - operating (note 3) - - - - 89 B89
Operating profit/(loss) 828 04 10 23 89 876
Share of profits of associated companies after taxation 89
Net interest ncome T4
Retrement benefit obligations net finance expense {18
Profit before taxaton 261
Segment assets 186 2 480 265 149 - 2756
Unallocated assets 1830
Total assets 458 6
Segment lliabhties (100 7) (200 (14 3) {156 5) - (150 5}
Unallocated habiliies (287 5)
Total kabilities (438 0%)
Capital expenditure on property, plant and eguipment 220 38 20 04 07 289
Capital expendiure on intangible assets 12 286 01 - 11 50
Depreciation of property, plant and equipmant i49 14 26 07 13 209
Amorbsation of Intangible assets i1 c4 01 o1 11 28
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1 Segmental analysis continued

Unallocated assets prncipally compnse centrally managed property, plant and equipment, associates and other nvestments, deferred

tax assets, cumment tax assets, dervative financial Instrument assets and cash and cash equivalents which are used as part of the Group's
financing offset arangements Unallocated lliabfiies compnse borrowings, denvative financial nstrument liabilities, current and non-current
tax liabilities, deferred tax habilities, retirement benefit obligations, and centrally held accruals and provisions

Geographic analysis of revenue by ongin

2010 2008

£m £m
UK 466 O 4057
Other countnes 951 967

561.1 502 4

Geographic analysis of non-current assets

2010 2009

£m £m
UK 104.9 1177
Malta 376 118
Sn Lanka 189 13
Other countnes 23.6 27 1

185,0 1877

Deferred tax assets and dervative financial instruments are excluded from the analysis shown above

Major customers
The Group has a major customer from which it derved revenues of £78 Om (2009 £46 7m) in the Currency segment

2 Operating profit

£m £m
QOperating profit 1s amved at after charging/{crediting)
Cost of Inventones recognised as an expense 1255 304
Net mparment of nveniones 3.5 23
Depreciation of property, plant and eguipment
— purchased 184 177
— leased 18 32
Amortisation of other intangibles 28 28
Impairment of trade recevables - 04
Cperating leases
- hire of plant and equipment 1.9 20
— hire of property 36 39
Auditor's remuneration
- Fees payable to the Company's auditors for the audit of the Company’s consolidated Financial Statements 02 02
— Fees payable to the Company's auditors and its associates for other services
—audit of the Company’s subsidianes pursuant to legisiation 0.5 05
- {ax services 02 01
—services relating to corporate finance transactions entered into or proposed to be entered into by or on behalf
of the Company or the Group - 10
Research and non-capitalsed development expense 99 103
Loss/profit) on disposal of property, plant and equipment 0.9 ©1)
Reorganisation costs {Exceptional tems — see note 3} 48 89
Foreign exchange (gains)losses 84) 53

Auditor's remuneration relates to fees pad to the Company’s current auditors KPMG Audit Pic Other assurance services include corporate
finance work performed in connection with the disposal of the Cash Systems business in 2008/2009

3 Exceptional tems

2010 2009

€m £m

Reorgansation of CPS {48) -
Legacy overseas indirect tax 27 -
Rearganisation of central operations - (89
Exceptional tems (7.5 8 9)
Exceptional items — tax 24 09

Exceptional charges of £7 5m in the penod reflect the resolution of a legacy overseas indirect tax issue and the reorganisation of CPS,
which 18 expected to have a payback within two years Reorganisation costs pancipalty compnse redundancy charges and rationalisation
of products and site capabilites

Dunng 2008, De La Rue anncunced its mtention o reduce central costs by approxamately 50 per cent following the disposal of Cash
Systems This programme was completed ahead of schedule Central reorganisation costs relating to this programme pnncipally covered
redundancy, separation costs and site rationalisabion charges

The exceptional charges in the year gave nse to a related fax credit of £1 Om In addition £1 4m of tax credit arose when the tax treatment
of some pnor year exceptional tems was determined In 2008/2009 exceptional tax credits were £0 9m, with a credit of £1 8m in relation
to the central reorganisation being partly offset by a €1 Om charge in respect of the phasing out of Industnal Buldings Allowances
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NOTES TO THE ACCOUNTS continued

4 Interest Income and expense

2010 2009
£m &m

Recogrnused in the income statement
Interest ncome
Cash and cash equvalents 0.3 78
Interest expense
Bank overdraits {0.5) 13
Bank loans {2.9) 29
Finance leases (0.1} {0 3)
Other including amortisation of finance amrangement fees (1.9 19
Total Interest expense calculated using the effective interest method 54) 6 4)
Retrement benefit obligation net finance expense (note 25) &3 (18)

All finance iIncome and expense anses in respect of assets and labilies not at far value through income statement

The charge to the Income statement in respect of the ineffective portion of denvative financial nstruments was £0 3m (2008 nil) and
1s Included within Interest expense under the '‘Bank loans’ heading

5 Taxation
2010 2008
£m £
Consohidated income statement
Current tax
UK Corporation tax
- Current tax 14.8 116
- Double tax relief - 05
- Adwistment in respect of pnor years 43 02
105 113
Cverseas tax charges
— Cumrent year 52 63
- Adjustment in respect of pror years 07 02
4.5 65
Total current ncome tax expense 150 178
Deferred tax
UK
- Ongination and reversal of tempoerary differences 108 105
Overseas
- Ongination and reversal of temporary differences 04 02
Total deferred tax expense 11.2 107
Income tax expense reported in the consolidated Income statement in respect of continuing operations 262 285
Income tax expense In respect of discontnued operations (note 6} - 50
Total income tax expense in the consolidated income staterment 26.2 335
Consolidated statement of comprehensive income
- Cn pension actuanal adjustments {20.3) {21 0}
~ On cash flow hedges 19 37)
- On foreign exchange on quas-equity balances (3.0) -
Income tax income reported within comprehensive income 21.4) (24 7y
Consolhdated statement of changes in equity
- On share options 01 07
Income tax expense/{income} reported within equity 01 07
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5 Taxation continued

The tax on the Group's consolidated profit before tax differs from the UK tax rate of 28 per cent as follows

Company Financial Statements Shareholders Information

2010 2000
Before Exceptignal Betors Exceptonal

exceptionats tems Total ExCephonals tems Toial

£m £m £m Bm £m

Profit before tax 104.1 75 96.6 1050 B89 96 1
Tax calculated at UK tax rate at 28 per cent 291 (2.1} 27.0 29 4 25 269
Effects of overseas taxation {(19) - (1.9 (15 - {15
Expenses not deductible for tax purposes 24 11 3.5 36 06 42
Adjustmant for tax on profits of associate (18) - {1.8) (2 5) - 25
Adustments in respect of pnor years 0.8 {1.4) {0.6) 04 - 04
Industnal Buldings Allowarces - - - - 10 10
Tax charge 28.6 (2.4) 26 2 294 09 285

The underiying effective tax rate excluding one-off items was 27 5 per cent (2009 28 0 per cent) In 2009, a charge of £1 Om related to the
Impact on deferred tax balances of the phasing out of Industnal Buldings Alkowances, included in the Finance Act 2008

6 Discontinued operations

The Group completed the disposal of the Cash Systems business {excluding Cash Processing Solutions) on 1 September 2008

Results of discontinued operations

2010 2009
£m fm
Revenue - 1216
Operating expenses - (104 Q)
Operating profit - 176
Taxahon on operating profits from discontinued operations - 50
Gan on disposal of discontinued operations before tax - 3168
Taxation on gan on disposal of discontinued operations - (32 9)
- 2839
Profit for the year from discontinued operations - 2065
Gain on disposal of discontinued operations
2010 2009
fm Em
Amounts paid by purchaser - 3673
Amounts payable by purchaser - 19
Drsposal costs peud - {112
Disposal costs accrued - 5 4)
Taxaton on gan on disposal - (32 9}
Reserves recycled on disposal - 133
Net assets and liabifties disposed (see note 24) - 491}
Gan on disposal - 2839
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7 Earrungs per share

2010 2008

pence per pence por
share share

Total operatons

Basic earnings per share 710 2777

Diluted earnings per share 705 2750

Continuing operations

Basic earnings per share 71.0 509

Diluted earnings per share 705 504

Discontinued operations

Basic earnings per share - 2268

Diluted earnings per share - 2246

Headline

Basic earmings per share 762 570

Driuted earnings per share 757 564

Basic earnings per share 1s calculated by dividing the earnings attnbutable te ordinary sharehclders by the weighted average number
of ordinary shares outstanding durning the year, excluding those held in the employee share trust which are treated as cancelled

For diluted earmings per share, the weighted average number of ordinary shares in 1ssue 1s adjusted for the impact of all dilutive potential
ordinary shares

Dunng 2008/2008 the Company returned cash of £460m to shareholders and at the same tme carned out a consolidation of its share
capital These transactions were cenditional on each other They were speciiically designed to achieve the same overall effect on the
Company's capital structure as a buy back of shares in a way In which all shareholders could participate Accordingly, earnings per share
1s presented on the basis that in substance a share buy back occurred

The Directors are of the opinion that the publication of the headine earmings 1s useful to readers of annual accounis as they give an
indication of underlying business performance

Reconciiahons of the earnings and weighted average number of shares used in the calculations are set out below

Earrings
2610 2004
Em fm
Earnings for basic and diluted earnings per share 629 3630
Deduct Profit for the year from discontinued cperations - {296 5)
Earnings for basic and diluted sarnings per share from continuing operations 69.9 665
Add Excepticnal tems 75 89
Less Tax on exceptional items (2 4} 19
Add Tax effect of phasing out of Industnal Buldings Allowances - 10
Earnings for headline earmings per share 750 745
Weighted average number of ordinary shares
2010 2009
Number Nurrioer
m m
For basic earnings per share 98.4 1307
Diutive effect of share options 07 13
For diuted earnings per share 991 1320
8 Equity dwidends
2010 2008
£m £m
Final dvidend for the year ended 28 March 2009 of 27 4p pad on 31 July 2009 270 -
Intenm dmdend for the penod ended 26 September 2008 of 14 1p paid on 13 January 2010 139 -
Final dvdend for the year ended 28 March 2008 of 14 87p paid on 1 August 2008 - 223
B share dwvidend of 305 Op pad on 28 November 2008 - 3406
Intenm dmdend for the penod ended 27 September 2008 of 13 7p pad on 14 January 2009 - 138
409 3767

A final dvidend per equity share of 28 2 pence has been proposed for the year ended 27 March 2010, payable on & August 2010
In accordance with IFRS accounting requirements this dvidend has not been accrued in these consobdated Financial Staterments
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9 Property, plant and equipment

Land and Pla-t and Fixtunes snd In coursg of

buidings macrneny canstuction Total

£m £m £m £m £m

Cost or valuation
At 30 March 2008 581 256 6 441 136 3724
Exchange differences 16 133 10 01 160
Additions - 107 11 171 289
Disposal of business B1 B0 (313} 7 (44 1}
Transfers from assets in the course of construction - 132 14 (14 6) -
Disposals - {68 © 3 - 7 1)
At 29 March 2009 5386 2820 160 145 366 1
Exchange differences on 03 01 ©5 {0 2)
Additions - 179 06 228 413
Transfers from assets In the course of construction - 132 17 (14 9) -
Disposals - 69 08 (19 @4
At 27 March 2010 835 306.5 17.8 20.0 397.8
Accumulated depreciation
At 30 March 2008 212 1719 361 - 2292
Exchange differences 08B 67 08 - Bi
Depreciation charge for the year 13 17 3 23 - 209
Disposal of business 3 1} 32 (27 3) - (33 6)
Disposals - 6 5) 03 - {6 8)
At 29 March 2009 200 1862 1186 - 2178
Exchange differences - 03 01 - 04
Depreciation charge for the year 12 17 4 16 - 202
Disposals - &8 04 - &2
At 27 March 2010 212 1981 12.9 - 232.2
Net book value at 27 March 2010 32.3 1084 4.9 200 165.6
Net book value at 29 March 2009 336 858 44 145 148 3
Net book value at 30 March 2008 369 847 80 136 143 2

Included within plant and machinery are assets held under finance leases with net book value of £0 2m (2009 £2 1m) Addions include
£0 1m (2009 £0 1m} for plant and machinery held under finance leases Leased assets are pledged as secunty for the related finance

lease labiites

Land and bulldings includes £4 3m (2009 £4 3m} of land that 1s not subject to depreciation

Property, plant and equipment do not include any capitahsed interest
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10 Intangible assets

Goodvwl gl iy mnr&m:s Total
£m Em £m

Cost
At 30 March 2008 280 215 107 29 6831
Exchange dfferences 38 03 01 {02 40
Additions - 44 08 - 50
Disposal of business (235 {158) (5 8} 23 {47 2)
At 29 March 2009 83 104 58 04 249
Exchange differences 02 02 - - -
Additions - 23 18 - 41
At 27 March 2010 85 12.5 7.6 04 200
Accumulated amortisation
At 30 March 2008 133 71 56 29 299
Exchange differences 23 - 03 ©2 24
Amortisation for the year - 16 12 - 28
Disposal of business {15 3) 7 5 34 23 (28 5)
At 28 March 2009 03 12 47 04 66
Exchange differences 01 - - - g1
Amortisation for the year - 15 13 - 28
Imparment 02 - - - 02
At 27 March 2010 0.6 27 6.0 04 97
Carrying value at 27 March 2010 7.9 9.8 16 - 19.3
Carrying value at 2G March 2009 80 92 11 - 183
Carrying value at 30 March 2008 147 14 4 41 - 332

*Goodwill arnortisation relates 1o wnparments made in tha current and previous years

The inparment in the year arose from the proposed closure of a small CPS business and was charged to exceptional items within the
income statement

Goodwill s allocated to the Group's Cash Generating Units (CGUs) identified according to busmess segment and country of operation
A segment level summary of the goodwill allocation 1s presented below

2610 2008
£m £m

Currency 43 43
Cash Processing Solutions 36 37
79 80

The majonty of the goodwill relates to the acquisition of CSI Inc In 2001 which was allocated to Currency and Cash Processing Solutions on
the basis that the acquired business generated synergies for both CGUs The estimates of recoverable amount are based on value-in-use
calculations In each case, the value-in-use calculations are based on cash fiow projections covenng a five year penod based on the
2010/2011 budget plus a terminal year The key assumptions underlying these projections are surmmansed below

() Currency The volume and price of orders secured, particularty in respect of banknotes and banknote papers, are based on a combination
of the current order book and past expenience, taking into account

(i} expectations In respect of economic growth and central banks' banknote circulation policies
il the Company's knowledge of its customer base, gained through its long standing refationships with them

Matenal nput prces and foreign exchange rates are also factors but are not considered significant in the context of the headroom avalable
in the calculations

() Cash Processing Solutions Unit sales of large sorters and the extent of mantenance income generated from these sales are based
on a combination of orders on hand and past expenence

The pre-tax discount rate used for both Currency and Cash Processing Solutions was 13 4 per cent (2009 13 6 per cent) The discount
rates applied take nte account the Group s weighted average cost of capital (WACC) and the relative nsks associated with the CGUs’
operations The post tax discount rate used 1s unchanged compared to the pnor penod, reflecting the fact that the Group's WACC has not
changed and the nsks associated with the CGUs in question have not matenally changed Cash flows beyond the pencd covered by the
projections have been held constant

Sensitvity analysis has been performed and management do not consider there to be any reasonably possible change in assumptions that
could result in the assets’ recoverable amounts faling below therr book values
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11 Investments

Assocated Companeas
Equty Rodegrnabie
SNares shares Total
£m om £m
At 30 March 2008 125 100 225
Share of post tax prcfits 89 - 89
Dmdends paid (103 - (103}
At 29 March 2009 111 100 211
Share of post tax profits 63 - 63
Dmadends paid 68} - {6 8)
Reclassification as non-current assets held for sale {10 5} (100} (20 5)
At 27 March 2010 01 - 0.1

At 27 March 2010 and 28 March 2008, the pnncipal assoctate of the Group was Camelot Group ple, n which the Group has a 20 per cent
holding The Group holds 10,000,000 redeemable shares of £1 each in Camelot Group plc The redeemable shares do not carry any votng

nghts, but rank equally wath ordinary shares for dvidend and return of caprtal purposes

On 25 March 2010, the Group announced the proposed sale of its nvestment in Camelot Group ple, subject to National Lottery
Commission approval, and the mvestment has therefore been reclassified as a non-current asset held for sale

The Group's share of the results, assets and habiities for associates are as follows

2010 2009
Camelot Camelot
Group Group
£m £m
Share of the associate’s results
Revenue 1,090 4 1,028 9
Profit after tax 63 89
Share of the associate's net assels
Non-current assets - 331
Current assets - 612
Share of total assets - 94 3
Non-qurrent liabilihes - (17)
Current iabilhes - 69 7}
Share of total habdibes - 71 4
Share of net assets - 229
12 Non-current assets held for sale
On 25 March 2010, the Group announced the proposed sale of its mvestment in Camelet Group ple, subject to National Lottery
Commission approval, to Ontario Teachers’ Pension Plan for a consideration of approximately £77 8m
13 Inventones
2010 2000
£m £m
Raw matenals 195 214
Woark in progress 23.0 234
Firnished goods 185 205
610 653
The replacement cost of stocks 13 not matenally different from onginat cost
Provisions of £5 2m recognised in operating expenses were made against inventores in 2010 (2009 £5 Om) The Group also reversed
provisions of £1 7m (2009 £2 2m), being part of an inventory wnle down that was not subsequently required
14 Trade and other receivables
2010 2000
£m £m
Trade recevables 711 703
Prowvision for imparment (3.9) {41}
Net trade recewvables 67.2 662
Amounts due from associated companies and joint ventures 06 -
Other recevables 48 117
Prepayments 3.9 46
76.5 825

The carrying value of trade and other recenables approximate to ther far value

There 1s no concentration of credit nsk with respect to trade recevables as the Group has a large number of customers, internationally

dispersed
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15 Financial instruments

Financial nsk management

Cverview

The Group has exposure to the following nsks from its use of financial Instruments

* Credit ngk
* Liguidity nsk
* Market nsk
- Currency nsk
- interest rate nsk

The Group's exposure to each of the above nsks, its objectves, policies and processes for measunng and managing nsk and the
management of capital are set out below

The Board of Directors has overall responstbility for the establishment and oversight of the Group's nsk management framework The Board
has established the Risk Committee, which 1s responsible for developing and monitoring the Group's nsk management polcies The
Comrnittee reports regularty 1o the Board of Owectors on its activiies

The Group's nsk management policies are established to identify and analyse the nsks faced by the Group, to set appropnate nsk imus and
controls. and to monitor nsks and adherence to imits  Risk management policies and systems are reviewed regulary to reflect changes in
market conditions and the Group's actvties The Group, through its traming and management standards and procedures, aims to develop
a disciplined and constructive control environmeant in which all employees understand therr roles and obligations

The Group’s overall financial nsk management programme focuses on the unpredictability of financial markets and seeks to minmise
potential adverse effacts on the Group's financial performance  The Group uses denvative financral Instruments to hedge certain nsk
exposures Financial nsk management 1s carmed out by Group Treasury under policies approved by the Board of Directors

Group Treasury identfies, evaluates and hedges financial nsks in close co-operation with the Group's operating units Group Treasury
provides written pnnciples for overall sk management as well as policies covering specific areas, such as foreign exchange nsk, nterest
rate nsk, use of denvatve financial Instruments and the INvestment of excess liquidity

The Audit Committee oversees how management monitors compliance with the Group's nsk management policies and procedures and
reviews the adequacy of the nsk management framework in relation to the nsks faced by the Group The Audit Committee s assisted In
its oversight rale by the Internal Audit function The Internal Audit function undertakes both regular and ad hac reviews of nsk management
contrals and procedures, the result of which are reported to the Audit Commuitiee

Credht nisk
Credit nsk 15 the nsk of financial loss to the Group if a customer or counterparty to a financial Instrument fails to meet its contractual
obligations, and anses pnncipally from the Group's recevables from customers and investment secunties

The Group's exposure to credit nsk is Influenced manty by the indvidual characternstics of each customer The demographics of the Group's
customer base, ncluding the default nsk of the ndustry and country n which customers operate, has less of an influence on credit nsk
Geographically, there is no concentration of credit nsk The Group has one major customer where revenus attributable to sales transactions
15 significant Where appropnate, letters of credit are used to mitigate the credit nsk from customers

The Group has established a credit policy that ensures that wholesale sales of products are made to customers with an appropriate credt
history The Group has a policy to procure advance payments dunng order negotiation which further reduces credit agk Derwvative
counterparties and cash transactions are imited to tigh-credit-quality financial Institutions and the Group has policies that imit the amount
of credit exposure to any one financial institution

Liquichty nsk

Liguidity sk 1s the nsk that the Group will not be able to meet its financial obligations as they fall due The Group's approach to managing
liquichity 1 to ensure, as far as possible, that it will always have suficient iquidity to meet its kabilities when due, under both nomal and
stressed conditions, without incumng unacceptable losses or nsking damage to the Group's reputation

Prudent beudity nsk management implies mantaning sufficient cash and marketable secunties, the availabiity of funding through an
adequate amount of committed credit facikties and the abiity to close out market positions Due 1o the dynamic nature of the underiying
busiesses, Group Treasury ams to maintan flexibility in funding by keeping committed credit lines available

Markel nsk

Market nisk 1s the nigk that changes in market prices such as foreign exchange rates and interest rates will affect the Group's Income or
the value of its holdings of financial Instruments  The objective of market sk management 1s to manage and control market nsk exposures
within acceptable parameters, while optimising the return

Currency risk

The Group operates internationally and 1 exposed to foreign exchangs nsk ansing from vanous currency exposures, primanty with respect
1o the US dollar and the eure Feoreign exchange nsk anses from future commercial transactions, recogrised assets and hiabilities,
urrecognised firm commitments and net investments in foreign operations

To manage ther foreign exchange nsk ansing from future commercial transactions and recognised assets and habdlities, enties 0 the Group
use forward contracts, transacted with Group Treasury Foreign exchange nsk anses when future commercial transactions or recogrnised
assets or habiities are denominated N a currency that 15 not the entity’s functional currency Group Treasury 1s responsible for managing the
net position In each currency via foreign exchange contracts transacted with financial nstitutions

The Group's nsk management policy aims 1o hedge firn commitments and between 60 per cent and 100 per cent of forecast exposures
in each major currency for the subsequent 12 months io the extent that forecast transactons are highly probable

The Group has certain nvestments N foreign operations, whose net assets are exposed to foreign cumency translation nsk The Group's
policy 1s to manage the currency exposure ansing from the net assets of the Group's foreign operations pnmanly through borowings
denominated in the relevant foreign currencies and through foreign currency swaps
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15 Financial instruments continued

Interest rate risk

All matenal financial assets and liabilibes are mantained at floating rates of interest Where the Group has forecast average levels of debt
above £50m on a continuing basis floating to fixed interest rate swaps will be used to fix the interest rate on a minmum of 50 per cent
of the Group’s debt for a penod of at least 12 months

Caprtal management

The Board's policy 15 1o mantain a strong capital base in order to mantain investor, creditor and market confidence and to sustan

future development of the business The Group finances its operations through a midure of equity funding and debt financing The Board
of Directors monitors earnings per share, which the Group defines as the earnings attnbutable to ordinary shareholders dwided by the
weighted average number of ordinary shares outstanding dunng the year The Board also monttors the level of dmdends to ordinary
shareholders There were no changes ¢ the Group s approach to capital management dunng the year and the Group 1s not subject

to any externally imposed capital requirements

Far values
The farr value of financial assets and llabilities, together with the camyang amounts shown In the balance shest are as follows

Far vaho Total fair Carrying Total far Carrywy
MERATURSMENT value amaunt valug amount
basig 2010 2010 2009 2009
Em £m £m £m
Financial assets
Trade and other receivables (excluding prepayments) 726 726 779 779
Cash and cash equivalents 416 418 5856 585
Denvative financial nstruments
- Forward exchange contracts designated as cash flow hedges Level 2 3.6 3.6 65 65
- Forward exchange contracts not designated as cash flow hedges Level 2 3.0 30 30 30
- Embedded denvatives Level 2 14.6 14.6 254 254
Total financial assets 1354 135.4 1713 1713
Financial habihttes
Unsecured bank loans and overdrafts {52 4) (52.4) (88 3) {88 3)
Finance lease labihities {0.2) {0.2) 36) B33
Trade and other payables {excludmg accruals) {58 4) (58.4} (61 4) {61 4)
Denvative financial Instruments
- Forward exchange contracts designated as cash flow hedges Level 2 33 33 {18 4) {18 4)
- Forward exchange contracts not designated as cash flow hedges Level 2 {14 5) (14.5) {19 5) {19 5)
~ Embedded denvatives Level 2 {8.4} (8.4) 40 40
- Interest rate swaps Level 2 (0.6} (0 6) n on
Total financial labilities (137.8) (137 8§) (185 3) {195 0)

The ineffective portion of fair value hedges that was recognised in the income statemnent amounted to a loss of £0 3m (2008/2009 i)
The ineffective portion of cash flow hedges that was recognised in the income statement was ni (2008/2009 ni)

Farr valus measurement basis for denvatve financial Instrumenis

The valuation bases are classified according to the degree of estimation required in armving at the far values Level 1 valuations are derved
from unadjusted quoted prices for identical assets or liabilties In active marksts, level 2 valuations use observable inputs for the assets or
habilities other than quoted prices. whilst level 3 valuations are not based on cbservable market data and are subject to management
estimates

Determination of far values of denvative financial nstruments
Far value 1s calculated based on the present value of future prncipal and interest cash flows, discounted at the market rate of interest
at the reporting date

Forward exchange contracts used for hedging
The farr value of forward exchange contracts has been determined using quoted forward exchange rates at the balance sheet date

Interest rate swaps
Interest rate swaps are measured by reference 1o third party bank confirmations and discounted cash flows using the yield curves in effect
at the balance sheet date

Embedded dervatives

The far value of embedded dervatives 1s calculated based on the present value of forecast future exposures on relevant sales and purchase
contracts and using quoted forwards foreign exchange rates at the balance sheet date The movement in far value of embedded dervatives
Is shown within revenue or operahng expenses as appropnate, depending on the nature of the transaction

Determination of fair values of non-denvative financial assets and labilihes
Trade and other recewvables and payables
Due to therr short matunties, the far values of trade payables, trade recevables and accruals have been stated at therr book values

Non-denvativa financial lkabilities

Far value 1s calculated based on the present value of future pnncipal and interest cash flows, discounted at the market rate of interest at the
reporing date The interest rates used to discount estmated cash flows, where apphcable, are based on stering UBOR At 27 March 2010
the discount rate used was 1 O per cent (2008 1 30 per cent}
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15 Financial instruments continued

Credit nsk

Exposure to credit nsk

The carmying amount of financial assets represents the maximum credit exposure The maximum exposure o credit nsk at the reporting
clate was

Cammng amount

2010 2009

Notes £m £in

Trade and cther recevables (excluding prepayments) 4 726 779
Cash and cash equivalents 16 416 585
Forward exchange contracts used for hedging 66 95
Embedded dervatves 14.6 254

1354 1713

The maximum exposure to cradit nsk for trade and other recevables at the reporting date by geographic region was

Carmng amount
2010 2009
£m tm
UK and irefand 8.8 152
Rest of Europe 62 102
The Amencas 126 99
Rest of world 450 4126
72.6 779
The maximum exposure to credit nsk for trade and other recevables at the reporting date by type of customer was
Camyng amount
2010 2009
£m tm
Banks and financial nstiutions 32.2 386
Government institutions 228 150
Distnbutors 41 36
Retal customers 1.3 -
End user customers 41 68
Other debtors 8.1 139
726 779
Impairment losses
The ageng of trade and other recenvables at the reporting date was
Gross Imparment Gross Impagent
2010 2010 2008 2009
£m £m £m £m
Not past due 58.0 {0.2) 626 ©1)
Past due 0-30 days 98 - 62 oY
Past due 31-120 days 46 {0 8) 66 10
Past due more than 120 days 41 {29) 66 29
765 (3.9) B20 {41
The movement in the allowance for Impaiment In respect of trade recavables dunng the year was as follows
2010 2008
£m fm
Balance at begnning of year (41) (48
Impairment losses recognised (0.7 (12
Impaiment losses utlised 09 05
Disposal of business - 14
Balance at end of year {39) {4 1)

The allowance accounts in respect of trade recevables are used to record impairment losses unless the Group is satisfied that no recovery
of the amount owing 1s possible, at that point the amounts considered irecaverable are wniten off aganst the financial asset directly

At 27 March 2010 the Group does not have any collective imparrments on its trade recevables (2008 nil)

Basad on past expenence, the Group believes that no further impamment is required for financial assets that are neither past due
ner impaired
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15 Financ:al instruments continued

Liguichty nsk

The following are the contractual undiscounted cash flow matunties of financial habiities, including estimated interest payments and
excluding the impact of neting agreements

Total Impact of

Due withn  Due between  Due batween  undiscounted discounting Camryng
27 March 2010 rgm GandZyean ZandSygn  cshion  mdmee ™
Non-denvative financial habilities
Unsecured bank loans and overdrafts 524 - - 52.4 - 52.4
Finance lease liabiities 0.2 01 - 0.3 0.1} 02
Denvative financial habthties
Forward exchange contracts used for ¢ash flow hedging
- Gross amount payable from currency dernvatives 1738 53.1 21 229.0 {211 2) 178
Interest rate swaps 11 02 - 1.3 (0.7) 06
2275 534 2.1 283.0 {212.0) 710
Tota) Irngact of
D e Toadavems Gadiyas  caniwe  sanetn G
28 March 2009 o e s i i o
Non-denvative financial habilihes
Unsecured bank loans and overdrafts 378 - 505 883 - 883
Finance lease labilites 25 11 - 386 03 33
Denvative financial habilities
Forward exchange contracts used for cash flow hedging
- Gross amount payable from currency denvatives 1683 888 - 257 1 (2192 379
Interest rate swaps 03 a3 - 06 {05 01
2089 a0 2 505 3496 {2200) 1296

The farr value of a hedging denvative 1s classified as a nen-current asset or labitty If the remaining matunty of the hedged item 1s more than
12 months and as a current asset or llability f the matunty of the hedged item is less than 12 months

Forward foreign exchange contracts
The net pnncipal amounts of the outstanding forward foreign exchange contracts at 27 March 2010 are US dollar 60 Om, euro 133 8m,
Kuwaitl dinar 0 5m and Swiss franc (11 Sm)

The net principal amounts outstanding under forward contracts with maturities greater than 12 months are US dollar 1 1m and euro 44 8m
These forward contracts are designated as cash flow hedges or far value hedges as appropnate

Gains and losses recognised In the hedging reserve in equity on forward foreign exchange contracts at 27 March 2010 will be released
to the Income statement at vanous dates between one month and 36 months from the balance sheet date

Cash management swaps

The Group uses currency swaps to manage the level of borrowings in foreign currencies  The farr value of cash management currency
swaps at 27 March 2010 was nil (2009 £0 2m) Gans and losses on cash management swaps are Included n the consolidated income
statement

The pnncipal amounts outstanding under cash management curmency swaps at 27 March 2010 are US dollar 5 7m, euro (20 9m), Canadian
dollar 3 6m, Singapore dollar {1 Om), Swiss franc 0 3m, South Afncan rand {6 Sm). Japanese yen (5 8m) and Australian doflar (3 8m}

Embedded dervatives

Embedded denvatives relate to sales and purchase contracts denominated in currencies other than the functional currency of the
custorner/suppher, or a currency that 1s not deemed to be a commonly used currency of the country in which the customer/suppher
18 based The net far value of embedded denvatives at 27 March 2010 was £8 2m (2009 £21 4m)

Balance sheet swaps

The Group uses currency swaps to manage the translational exposure of monetary assets and liabiliies denominated in foreign currencies
The far value of balance sheet swaps as at 27 March 2010 was nll (2009 ni) Gains and losses on balance sheet swaps are included in the
consolicddated mcome statement

The prncipal amounts outstanding under balance sheet swaps at 27 March 2010 are US dollar (38 7m), euro 32 1m, Canadian dollar
(5 2m), Swiss franc § 7m and South Afncan rand {22 Om}
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15 Financial instruments continued

Market nsk Curnency nsk

Exposure to curency nisk

Net Investment hedging

The Group's policy 1S not to hedge nat Investments In subsidianes or the transtation of proiits or losses generated in overseas subsidianes

Transiation of monetary assets and habiities
Where ndmdual Group companies have monetary assets and liabdities in foreign cumencres the net exposure, where matenal, 18 hedged
In order to minimise transtational gans and losses in the mcome staterment

The following significant exchange rates applied dunng the year

Average ratg Reprvung date spot rate

2010 2000 2010 2000

US dollar 158 173 149 143
euro 113 121 11 108

Sensitivity analysis

A 10 per cent strengthening of £ stering against the following currencies at 27 March 2010 and 28 March 2008 would have
Increased/(decreased) equity and profit or loss by the amounts shown below The analysis assumes that all other vanables, in particular
interest rates, rermnan constant The analysis 1s performed on the same basis for 2009

2010 2009

£m [
US daollar (1.7} {2 6)
euro a8 14

A 10 per cent weakening of £ stering aganst the above cumencres at 27 March 2010 and 28 March 2009 would have had the equal but
opposite effect to the amounts shown above, on the basis that all other vanables remain constant

Transactional exposure

To manage ther foreign exchange sk ansing from future commercial transactions and recognised assets and liabilties, entities in the Group
use forward contracts, transacted with Group Treasury Foreign exchange risk anses when future commercial transactions or recogrised
assels or lzbiltes are denominated in a cusrency that 1s not the entity's functional currency Group Treasury 1 responsible for managing

the net position N each currency via foreign exchange contracts transacted with financial insttutions

The Group’s nsk managerment policy ams to hedge firm commitments and between 60 per cent and 100 per cent of lorecast exposures
In each magor currency for the subsequent 12 months to the extent that forecast transactions are highly probable

Market nsk Interest rate nsk
interest rate profile
At the reporting date the 1nterest rate profile of the Group's iInterest-beanng financial nstruments was

Camying amount
2010 2009
£€m jaH]

Vanable rate instruments
Financial assets 416 585
Financial habilities {52.6} ©16)
{11.0) (331}

As at 27 March 2010 the Group does not hold any fixed rate instruments

The Group has reduced its exposure to cash flow interest rate nsk through interest rate swaps with notional principal amounts of £50m,
which have the effect of fixing the interest cost on £50m of borrowings under the Group's committed bank facility until May 2011 at an
average rate of 3 49 per cent {inclusive of borrowing margin)

Where the Group has forecast average levets of net debt above £50m on a continuing basts, Group policy 1s to mamtain a minimum of

50 per cent of the Group's average net debt fixed for a penod of at least 12 months As at 27 March 2010 £25m of the interest rate swaps
were treated as ineffective because of reduced levels of stering debt The cumulative far value of these swaps has been shown in the
income statement

Sensttnily analysis

A change of 100 basis points in interest rates at the reporting date would have increased/{decreased) equity and profit and loss by the
amounts shown below The analysis assurnes that all other vanables, n particular foreign currency rates, remain constant The analyss
15 performed on the same basis for 2009

Proft and Loss Ecpuaty
1000p 10000 16500p 100bp
nereass OOCTease L= dacrpase
€m £m £m £m

Vanable rate instruments cash flow sensitivity {net)
27 March 2010 0.3 03) 03 {03)
28 March 2009 13 (13) 13 (13
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16 Cash and cash equivalents

2010 2009

£m fm

Cash at bank and in hand 35.1 43 4
Short term bank deposits 65 151
416 585

The effective Interest rate on short term bank deposits was 1 0 per cent {2009 1 2 per cent) and the deposits had an average matunty
penod of 42 days

Cash, cash equivalents and bank overdrafts include the icllowing for the purposes of the cash flow statement

2010 2009

£m £m

Cash and cash equivalents 416 585

Bank overdrafts repayable on demand (3.8} {8 4)
Balance per Group cash flow statement 378 501

All cash and deposits are of a floaung rate nature, eam interest based on the relevant national LIBID eguvalents and are recoverable witten
three months
The Group'’s exposure to Interest rate risk and a sensitivity analysis for financial assets and llabilibes are disclosed in note 15

17 Deferred taxation
Defarred mcome tax assets and liabiities are offset when there 1s a legally enforceable nght to offset current tax assets against current tax
liabibes and when the deferred iIncorme taxes relate to the same fiscal authonty The offset amounts are as follows

2010 2008
£m £m
Defarred tax assets 365 233
Deferred tax labilites {0.3) -
362 293

The gross movement on the deferred iIncome tax account i1s as follows
2010 2009
£m Em
Beginning of the year 29.3 253
Exchange difierences (02) 15
Income statement charge (11.2) {159}
Tax credited to equity 183 250
Disposal of business - {© 6)
End of the year 36.2 293

The movement in deferred tax assets and liabilities dunng the year, without taking mte consideration the offsetting of balances within the
same tax junsdiction, is as follows

Prooerty
plant and Fax vako Development Other Totat
e ¥ “n o &m
Liabilittes
At 30 March 2008 80 04 48 19 149
Recogmnised in the ncome statement ©4) - (2 6) 05 (3 5)
Disposal of business 02 - (12 - (14)
At 29 March 2009 T4 04 08 14 100
Recognised in the Income statement 09 - 05 @8 06
At 27 March 2010 83 0.4 13 06 10.6
Share Reawrement
cptions Hemefitg Tax losses Other Total
tm tm tm £m £m
Assets
At 30 March 2008 {58) (70 {4 5) (229 @02
Recognised in the mecome statement 31 85 45 33 194
Recogrused in eqguity ©2 210 - 38 25 0}
Disposal of business - 01 - 78 80
Exchange differences - - - {1 5} (15)
At 29 March 2009 29 {194) - (a7 Q) {39 3)
Recogrused in the Income statement 14 42 0 3) 53 106
Recogrised in equity 01 {203) - 19 (18 3)
Exchange differences - - - 02 02
At 27 March 2010 (14} (359 (©.3) (9 6) (46 8)
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17 Deferred taxation continued
Other deferred assets and liabilties predominantly relate to tax associated with prowvisions {£4 1m), and overseas tax credits (£3 9m)

Deferred income tax assets are recognised for tax losses avadable to carry forward to the extent that the realisation of the refated tax benefit
through future taxable profits 1s probable

‘The Group did not recognise deferred income tax assets of £2 5m (2009 £2 2m)in respect of losses amounting to £0 8m {2006 £8 6m)
that can be carmed forward aganst future taxable Income

Unremitted earnings totalled £558 9m at 27 March 2010 {2009 £527 1m)} Defered ncome tax labilies have not been recognised for the
withholding tax and other taxes that would be payable on the unremitted earnings of certain subsidianes where the timing of the reversal
¢an be controlled and it was considered unlikely that dwidends would be paid from those subsidiaries

UK capital losses of £337m are camed forward at 27 March 2010 (2009 £372m) No deferred tax asset has been recogrised in respect
of these losses

18 Trade and other payables

2010 2000
£m £m

Current habilities
Payments receved on account 42.9 384
Trade payables 26.9 407
Amounts owed to associated companies 1.1 16
Social secunty and other taxation 2.0 -
Deferred Income 37 43
Accrued expenses 632 565
Other payables 24 4 170

164 2 1685

Non-current habilittes

Payments receved on account 11 12
Other payables 4.0 21
5.1

The Directors consider the carmyang amounts of rade and other payables to approximate to their far values

Payments received on account refate to monies receved from customers under contract prior to commencement of producton of goods
or cdelivery of services

The Group's exposure 1o currency and iquidity nsk related to trade and other payables is disclosed in note 15
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19 Borrowings
This note prowides information about the contractual terms of the Group's interest-beanng loans and borrowings, which are measured
at amortised cost For more information about the Group's exposure to mterest rate, foreign curmency and hguidity nsk, see note 15

Face Carrying Face

value amount vae amount
Nommnal Yo of 2000 2010 2009 2009
Curency nLerest rate matuty £m fm £m £m
Current habilities
Unsecured bank lcans and overdrafts EUR 0% 2010 02 02 - -
Unsecured bank lcans and overdrafts LKR 13 00% 2010 01 01 49 49
Unsecured bank icans and overdrafts GBP 2 30% 2010 25.0 250 50 50
Unsecured bank loans and overdrafts usD 200% 2010 229 229 24 4 24 4
Unsecured bank loans and overdrafts BRL 1410% 2010 34 3.4 35 35
Finance leases GBP 100% 2010 01 o1 23 23
51.7 51.7 401 401
Non-current habihties
Unsecured bank loans repayable by instalments EUR 0% 2011 08 0.8 13 13
Unsecured bank loans repayable otherwise
than by instalments GBP - 2011 - - 492 492
Finance leases GBP 1 00% 2011 0.1 0.1 10 10
09 0.9 515 515
Total interest beanng habilibes 526 52.6 816 916
in 2010, bank loans and overdrafts of £107 Sm were pooled for nterest purposes against cash and cash equivalents
The Group has the following undrawn borrowing faciities
2010 2000
£m £m
Floating rate
- Expinng within one year - 139
— Expinng beyond one year 125.2 9349
125.2 107 8

As at 27 March 2010, the total of undrawn commutted borrowing facilies matunng n more than twe years was £125 2m (2009 £93 9m)
In March 2010 the existing commutted borrowing facilities were re-financed and replaced by a committed Revolving Credit Faciity of £1756m

wath a2 matunty of September 2013

Finance lease liabiities
Finance lease liabilities are payable as follows

Prosemt Frasent

Future vakle of Future vadug of

rrnirum erunimum TNmUm TmnaT

ease lease lease lease

5010 Mo "M CURw "es 2o

£m tm £m £m &m m

Less than one year 0.2 (0.1} 01 25 ©2 23
Between one and five years 0.1 - 0.1 11 o 10
0.3 (0.1} 02 36 {03 33
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20 Prowvisions for habiities and charges

Restructunng asposaks Warranty Otner Towad

£m £m em £m £m

At 29 March 2009 125 11 117 72 325
Exchange differences - - - 02 02
Charge for the year 48 - 114 06 168

Utilised in year (115 - 35 (16 {16 6)

Released in year - - (] 11 68
At 27 March 2010 5.8 11 13.9 53 26.1

Restructunng provisions relate to exceptional amounts set aside for vanous reorganisations, pnncipally within CPS Most of the utilsation
of these provisions 1s Ikely within the next year

Business disposal provisions represent amounts provided for warranties and indemnities In respect of busingsses sold by the Group
The majonty of these provisions are expected to be utilised within one year

Warranty provisions relate to present obligations for defective products and include known claims as well as anticipated clams that had not
been reported at the balance sheet date The provisions are management judgements based on information currently available, past history
and expenence of the products sold, however 1t I1s iInherent 1 the nature of the business that the actual habilires may differ from the
provisions The precise timing of the utiisation of these provisions 1s uncertain, but is generally expected to fall within the year

Other provisions compnse a number of labiliies with varying expected utiisation rates There are no individually matenal provisions within
this total

21a Share capital

2010 2009
£m £m
Authonsed

144,641,840 ordinary shares of 445/, :sp each (2009 144,641,840 ordinary shares of 44'%%/1rsp each) 649 849
111,673,300 deferred shares of 1p each {2002 111,673,300 deferred shares of 1p each) 11 11

Authonsed, called up and fully paid
08,882,856 ordinary shares of 44'4/,;z:p each (2000 97,786,854 ordinary shares of 44'5%/175p each) 4.4 439
111,673,300 deferred shares of 1p each (2009 111,673,300 deferred shares of 1p each) 11 11
455 450
2010 2009
B shares/
Ovdinary Delerred Ordhnary Deterred
sharog shares shares sharos
000 000 o0 000

Allotments during the year
Shares inissue at 29 March 2009/30 March 2008 97,787 111,673 149,843

Sub-dmsion of shares -

Shares bought back for cancellation - - - (39,101)
Issued under executive share option plans 49 - 5486 -
Issued under savings related share opticn scheme 15 - 724 -
Issued under US employee share purchase plan 16 - 23 -
Issued under deferred bonus and matching share plan 816 - 775 -
Shares consolidated” - - (54,124) -
Shares in tssue at 27 March 2010/28 March 2009 98,883 111,673 97,787 111,673

*Following shareholders’ approval of a return of cash at the Extraordinary General Meeting of the Company on 14 November 2008,

each existing ordinary share held by shareholders on the Company's Register of Members at the close of business on 14 November 2008
was sub-dwided into one undesignated share and one B share The undesignated shares were Immediately consclilated on the basis

of 25 new ordinary shares for every 35 undesignated shares On 28 Novemnber 2008, shareholders opting for the single B share dmdend
alternative receved a special dividend of 305 pence per B share J P Morgan Cazenove acting as prncipal purchased 39,101,452

B shares in respect of which valid acceptances of the purchase cifer had been receved for 305 pence each The Company acquired the
30 101,452 B shares for an aggregate consideration of approximately £119 3m, and these B shares were cancelled on 28 November 2008
The remaining B shares were converted into deferred shares of 1 penny each nominal value As a consequence of the return of cash and
share consoldation, the Company's authonsed share capial was reduced from £66 4m to £66 Om, representing 111,673,300 deferred
shares of 1 penny each and 144,641,840 ordinary shares of 44 %¢/,75 pence each The 1ssued ordinary share caprtal was reduced

from 150,774,752 10 96,650,482

The deferred shares carry no voting nghts and are unhsted
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21b Share based payments

At 27 March 2010, De La Rue pic have a number of share based payment plans, which are descnbed below These plans have been
accounted for in accordanice with the far value recognition prowisions of IFRS 2, ‘Share Bagsed Payments’, which means that IFRS 2 has
been applied to all grants of employee share based payments granted after 7 November 2002 that had not vested at 1 January 2605 and
cash seitled awards outstanding at 1 January 2005

The compensation cost and related hability that have been recognised for De La Rue's share based compensation plans are set out in the
table below

Expensa recogresed for the year Linhity at and of year

2010 2009 2010 2009

frn £m tm £m

Deferred bonus and matching plan 09 25 - -
Savings related share option plan 0.6 06 - -
US employee share plan 01 01 - -
16 32 - -

The far value of share options 1S estimated at the date of grant using a fattice based option valuation model The signdicant assumptions
used in the valuation model are cisclosed below

Arangement B on o anc it o il b Y e
Dates of current year grants nfa 5 June 2009 24 Dec 2009 n‘a
Number of options granted n/a 199,382 348,207 na
Exercise pnce n/a n/a 819 556p n/a
Contractual ife {years) /a 3 3ors n/a
Settlement Shares Shares Shares Shares
Vesting penod (vears) n‘a 3 3ord na
Dvidend yeld na 4 5% 35% n/a
Far value per option at grant date nva £8 80 for £317 for wva

deferred allocation 3 year plan

£6 65 for £3 49 for

matching allocation 5 year plan

An expected volatlity rate of 25 per cent has been used for grants n the pencd This rate 1s based on histoncal volatiity over the last three
years The expected life Is the average expected penod to exercise The nsk free rate of return s the yield on zero-coupon UK government
bonds of a term consistent with the assumed cption Iife The rate appled dunng the year was in the region of 2 3 per cent depending on
exact grant date

Reconciliations of option movements over the year to 27 March 2010 for each class of options are shown below

Executive Share Option Plan

The Executive Share Option Plan was open to eligtble senior executives around the Group Options were granted at a price equal 1o the
average market prce of a share over the three dealing days immediately preceding the date of grant with a performance conditicn based
on the achievement of an earnings per share growth target The performance condition relates to the achievernent over three years of three
per cent per annum earnings per share growth over the rate of increase i the retal pnce index If this condition 1s not met at the end of the
performance perod the options will lapse For grants of options before Apnl 2004 retesting of the performance target will be allowed twice,
on the fourth and fifth anniversanes of the grant date A pre vesting forfeiture rate of 5 per cent per annum has been assumed

2010 2009

Weighted Waghted

average averaga

Number of exercise price Number ol exercise pnca

aptions pence per aplons pence por

000 share 000 chara

Options outstanding at start of year 40 373.59 1,072 362 84
Granted - - - -
Forfeited - - - -
Exercised {30) 368 59 {1,032) 36242
Expired - - - -
Outstanding at end of year 10 388.05 40 37359
Exercisable at year end 10 388.05 40 37359

The range of exercise pnces for the share options outstanding at the end of the year 1s 340 50p - 407 42p (2000 340 50p - 407 42p)
The remaining contractual ife of the outstanding share options 1s up to 5 July 2015 (2009 up to 5 July 2015)
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21b Share based payments continued

Executive Share Option Scheme

The Company operated an Executive Share Option Scheme with a HM Revenue and Customs approved section and unapproved section
which exprred on 31 December 2004 Options granted under the Scheme since July 1996 can only be exercised If performance targets are
met The performance condition that has been applied to the 1987 grant and 1o all subsequent grants of options up 1o and including 2001
15 that options can only be exercised if the total return of a share over a consecutve three-year penod exceeds the total return of the median
ranked company in the FTSE Mid-250 Index over the same penod Options granted in 1996 are normally exercisable only if the total return
of a share over a rolling three-year penod exceeds the average total return of the FTSE All Share Index A pre vesting forfeiture rate of 5 per
cent per annum has been assumed

2010 2008

Weighted Waighted

average average

Number of exercise pnce Humber of ExeNCiSa pNca

oplions pence per ophions pence per

000 share 000 sharg

Options outstanding at start of year 37 505.56 120 51479
Exercised (19) 52230 {83 51892
Expwed - - - -
Qutstanding at end of year 18 487.88 37 50556
Exercisable at year end 18 487.88 37 505 56

The range of exercise pnces for the share options outstanding at the end of the year was 482 33p - 522 30p (2009 482 33p - 522 30p)
The remaning contractual life of the outstanding share cphions was up to 3 December 2011

Deferred Bonus and Matching Plan

The Plan 1s open to eligible sericr executives around the Group The Plan 1s a combination of three elements deferred allocation, dwidend
allocation and matching allocation Trhe matching allocation 1s inked to the deferred allocation and 15 subject to the following performance
condition up o 50 per cent of the award 13 released subject to an earmngs per share test and up to 50 per cent 15 released based on the
performance of the total shareholder return test (TSR) aganst the companies n the FTSE Mid-250 excluding investment trusts The
performance conditions are descrnbed in more detal on page 52 The TSR performance condriion has been incorporated mto the Mente
Carlo simulation model used to estimate the far value of these eptions

2010 2008

Numbaer of MNurmber of

optiony ophons

000 000

Options outstanding at start of year 887 1,447
Grantect — deferred shares 82 107
Granted — matching shares 117 170
Forferited (72) (102)
Exercised (592) {735)
Expireg - -
QOutstanding at end of year 422 867
Exercisable at year end - -

The deferred and matching shares have been allocated based on a share pnce of 880 Op (2009 908 5p}

Savings Related Share Option Scheme
The Scheme 1s open to all UK employees Options are granted at the prevailing market pnce at the time of the grant (with a discretionary
discount to the market price), to employees who agree to save between £5 and £250 per month over a penod of three or five years

There are no performance conditions attaching 1o the options After the three or five year term has exprred, employses normally have six
months in which to decide whether or not to exercise therr options A pre vesting forfesture rate of 5 per cent has been assumed

2010 2009

Weighted Weghied

average averaga

Number of exercise price Number of  exercrsa pice

options pence per options pence ner

000 share 000 share

Options outstanding at start of year 1,225 565.31 1,778 43963
Granted 348 81955 300 71280
Forfeited (42) 691.21 119 57050
Exercised {415) 443.54 (723) 31181
Expued 9) 475.50 {11) 387 65
Outstanding at end of year 1,107 686.87 1,225 565 31
Exercisable at year end 12 470.74 36 352 46

The range of exercise pnces for the share options outstanding at the end of the year 15 303 31p - 819 55p (2009 258 90p - 745 74p)
The weighted average remaining contractual life of the outstanding share options 1s 1 September 2012 (2009 1 September 2011)
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US Employee Share Option Plan
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Company Fnancial Statements Sharehdiders Information

Ce La Rue operates a US Employee Share Purchase Plan for US employees Under the plan, employees have an option to

purchase De La Rue plc shares at the end of each 12 month savings penod at a pnce which 1s the lower of the market value of the
De La Rue plc share erther at the beginning or the end of the offenng penod, less a 15 per cent discount In 2009/2010 16,110 shares
(2008/2000 22,152 shares) were allotted pursuant to the plan It 1s estmated that 25,541 shares will be required to satisfy the

Company's 2010/201 1 obligations in respect of employess’ savings under the plan as at 27 March 2010

Market share purchase of shares by Trustee
De La Rue Employee Share Ownership Trust

The De La Rue Employee Share Ownership Trust was established to adrminister shares granted under the vanous De La Rue Executive
Share Option Schemes (ESOS) and the De La Rue Executive Share Option Plan (ESOP) (or any other share option plan established by the
Company) to executve Directors and senior employees Bachmann Trust Company Limited 1s the Trustee  The Trustee held no shares at

27 March 2010
22 Notes to Group cash flow statement
2010 2009
£m om
Net cash flows attnbutable to discontinued operations
Cash utilised by discontinued cperations - 22
Tax pad - (100)
Net cash used in operatng acimbies - {122
Net cash used in investing activities - (18)
Net cash used in discontinued operations - (14 0}
2010 2008
£m £m
Disposal of subsidiary undertakings
Consideration received, satisfied in cash 1.9 367 3
Net cash disposed of - {22 4)
Disposal costs pad (2.9) {11 2)
Disposal of subsidiary undertakings {net of cash drsposed) 1.5 3337
2010 2008
£m £m
Analysis of net debt
Cash at bank and in hand 35.1 43 4
Short term bank deposits 6.5 151
Bank overdrafts (3.8 84
Total cash and cash equivalents 378 501
Borrowngs due within one year 479 (317
Borrowings due after one year (09 (51 595)

Net debt

{11.0) 33 1)

23 Group operating leases

2010 2009
2010 Plart and 2009 Pant and
Property equpment Property oqupment
£m £m £m fm

Total commitments dug
Within one year 34 0.2 36 02
Between one and five years 96 0.1 50 02
Over five years 342 o1 283 -
47.2 0.4 369 eF)
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24 Disposals

Cn 1 September 2008 the Group disposed of the Cash Systems business (excluding Cash Processing Solutions)
The effect of these disposals on the financal position of the Group 18 summansed as follows

2010 2000
fm fm
Assets and habilities disposed of
Property, plant and equipment - 105
Intangible assets - 187
Inventones - 420
Trade and other recevables - 392
Cash and cash equvalents - 224
Trade and other payables - (17 6)
Advance payrments - (120
Other current assets and liabilites - {22 C)
Retirernent benefit obligations - 29
Provisions for labibibes and charges - t9
Deferred income - (23 3)
Net assets and labilihes - 491

25 Retirement benefit obhgations

The Group operates pension plans throughout the world covenng the majonty of employees These plans are devised in accordance with
local conditions and practices in the country concerned The assets of the Group's plans are generally held in separately administered trusts

or are insured
() Defined benefit pension plans

Ovarsens

UK dafined getred  Gross defineg Net defined

benefi, benefit beneft Deferred beneafit

DOSON DENSI0oN e pens:on

£m £m fm £m m
At 30 March 2008 (20 7} (4 6} (25 3} 70 (18 3)
Exchange differences - 04 © 4 - {0 4)
Current senvice cost Included in operating profit 5 8) 02 (60 16 {4 4)
Curtallments 08 - 08 02 06
Net finance cost {18 - (18) - 18
Actuanal gans and losses ansing over the year 75 1) 01 (75 0 210 54 0)
Cash contnbutions and benefits paid 355 - 355 99 258
Disposal of businesses - 29 29 02 27
Transfers ©4 - C4) 01 03
At 29 March 2009 67 5) {2 2) 637) 194 (50 3}
Exchange differences - 01 01 - 01
Current service cost Included in operating profit (4 5} ©2) (303 13 34)
Net finance cost ©2 01 63 17 46
Actuartal gans and losses ansing over the year (72 4) 01 (72 3} 203 {52 Oy
Cash contnbutions and benefits pad 259 - 259 7 3} 186
Transfers {OR)) - 1) 0t -
At 27 March 2010 {124 B) 23) (127.1) 355 (91 6}

Armounts recogrised In the consolidated balance sheet

2010 2010 2010 2008 2009 2009

UK Oversoas Total UK Overseas Total

£m £m £m £m £

Far value of plan assets 569 2 0.3 569.5 427 3 08 4281
Present value of funded obligations {687.3) {04) (687 7) {489 3) {08) 480 1)
Funded defined benefit pension plans {118.1) {0.1) (118.2) 62 Q) - 620
Present value of unfunded obligations 67 (2 2) (8.9) {5 5) {22} (77
Net liability (124 8) {2.3) (127.1) (67 5 22 69 7)
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25 Retirement benefit obligations continued
Amounts recognised in the consolidated ncome statement

2010 2010 200 2003 2008 2009
UK Overseas Total UK Cwerseas Total
Em £rn £m £m £m £m
Included in employee benefits expense
- Current senice cost 45 0.2 4an 58 02 60
Included n profit from discontinued operations
— Curtalments - - - 08 - 08
Included In net finance cost
— Expected return on plan assets 264 - 264 332 Q1 333
- Interest cost (32.6} (0.1) (32.7) (35 Gy c1) {35 1)
Net finance cost 6.2} 01) {6 3} (18) - (18
Total recognised In the consoldated Income statement {10.7} {¢3) (110} 6 8) 02 g
Actual return on plan assets 143.8 - 1438 (90 5) 01 {90 4)
Amounts recognised m the statement of comprehensive Income
2010 2010 2010 2008 2000 2009
UK Overseas Total (1.8 Overseas Total
fm £m fm £m £m £m
Actuanal gans/flosses) on plan assets 117.4 - 1174 (1237) - (1237)
Actuanal {losses)/gans on defined benefit pension obligations {189 8} 0.1 {1897} 486 01 487
Amounts recognised in the statement of comprehensive Income (72 4) 0.1 {723) (75 1) 01 {750}
Major categones of plan assets as a percentage of total plan assets
2010 2010 2010 2009 2009 2009
UK Overseas Total UK Oversens Total
% % % % % %
Equities 589 - 589 544 - 543
Bonds 194 - 194 150 - 150
Gilts 18.0 - 180 288 - 287
Other 27 1000 27 i8 1000 20

Other UK assets compnse cash Categones of plan assets for overseas plans have not been disclosed as these plans are not considered
sufficiently matenal to warrant such disclosure

Principal actuanal assumptions

2010 2010 2008 2009

UK Overseas UK Gversaas

% % % %

Future salary wicreases 410 3.00 350 300

Future pension INcreases - past service 3.70 043 330 135

Future pension INcreases — future service 350 - 290 -

Discount rate 5.80 5.80 G 80 580

Inflation rate 350 2.00 290 200
Expected return on plan assets

Equities 825 - 830 -

Bonds 580 - 680 -

Gits 4 60 - 400 -

Cther - 2.80 - 580

The expected rate of return on plan assets has been determined fellowing adwice from the plans’ independent actuary and 1s based on the
expected return on each asset class together with consideration of the long term asset strategy

The mortality assumptions used 1o assess the defined benefit obligation for the UK plan are based on tables issued by the Continuous
Mortalty Investigation Bureau At 27 March 2010 and 28 March 2009 mortality assumptions are based on the PxAG2 buth year tables
mulbpled by a rating of 125 per cent and allowance for medium cohort mortality improverments in future, with a 0 & per cent mortahty
improvement underpin The resulting Iife expectancy for a 65 year old pensioner s 20 & years (2009 20 2 years}
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25 Retirement benefit obligations continued
History of expenence gans and losses

2010 2009 2008 2007 2006

£m tm tm £m fm
Far value of plan assets 5695 428 1 5232 5376 5251

Present value of defined benefit pension cbligations (696.8) {497 8) (548 5) B457) {644 7}
Net liability {127.1) 697 (25 3) (108 1) (119 6)
Cumulative actuanal gans and losses recognised in the statement

of comprehensive Income (90.1) {17 8) 572 (163) (19 8}
Expenence {lossesygains ansing on defined benefit pension obligations

Amount (Em) (38 3) 01) 03 162 -
Percentage of present value of defined benefit pension obligations 55% - -01% -25% -
Expenence gans/{losses) ansing on plan assets

Armount {£m) 117.4 (123 7} (43 6) (2 6} 553

Percentage of plan assets 206% -28 9% -8 3% -18% 105%

The largest defined benefit pension plan operated by the Group s in the UK A full actuanal valuation of the plan was camed cut by a
qualified actuary as at 5 Apnl 2009 and updated to 27 March 2010 The plan 1 valued formally every three years, the next valuation being
as at April 2012

Changes in the far value of UK plan assets

™=
Al 28 March 2009/30 March 2008 427.3 507 4
Expected return on plan assets 264 332
Actuanal gans/{losses) 1174 {123 7)
Employer contributions 254 349
Plan participant contributions 31 33
Claims from nsurance policy 0.5 06
Benefits pad (28 0) (25 3}
Plan administration and investrent management expenses {2.4} 22
Life assurance premums {0 4) 035
Transfers @1 {04}
At 27 March 2010/28 March 2009 5692 4273
Changes in the fair value of UK defined benefit penston obligations
2010 2000
fm m
Al 29 March 2000/30 March 2008 (494.8) (528 1)
Current service cost (45 (58
Curtalments - 08
Interest cost (326) (350
Actuanal fosses)/gans (189.8) 486
Plan partictpant contributions {3.1) 33}
Benefits pad 28.0 253
Plan admirustration and nvestment management expenses 24 22
Life assurance premiums 04 05
At 27 March 2010/28 March 2009 {694.0} (494 8)

Mavements in the farr value of plan assets and defined benefit pension obligations for overseas plans have not been disclosed as these
plans are not considered sufficiently matenal to warrant such disclosure

The Group expects to contnbute around £18m to its UK pension fund in 2010/2011

{i) Defined contnbution penson plans
The Group operates a number of defined contnbution plans for which the charge in the consolidated ncome statement for the year was
£14m (2008 £1 3m)
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26 Employees

2010 2009
number number

Average number of employees
United Kingdom and Ireland 2,021 1,992
Rest of Europe 688 583
The Amencas 302 309
Rest of World 935 1,065
3,946 3,959

Average number of employees
Currency 2,440 2,327
Cash Processing Scluiions 739 820
Secunty Pnnt 606 688
Identity Systems 161 124

3,946 3,959

2010 2000

'm £m
Employee costs (including Directors’ emoluments}
Wages and salanes 1339 1348
Social secunty costs 7.8 61
Share Incentive schemes 10 26
Sharesave schemes 0.6 06
Pensicn costs 61 73

1494 151 4

27 Capital commitments

2010 2009
£m £m

The following commitments existed at the balance sheet date
Contracted but not provided for in the accounts 221 25

28 Contingent habihtes

There are contingent liabilities, ansing In the ordinary course of business, N respect of itigation and guarantees In various countries, for
which the Directors believe adequate provisions have been made in the accounts Pursuant to the prowisions of Section 17 Companies
(Amendment) Act 1986 of the Republic of Ireland, the Company has guaranteed the llabilities of certain of its Insh subsidianies and as

a result such subsidianes have been exempted from the provisions of Section 17 Companies {Amendment) Act 1986 of the Republic
of Ireland

29 Related party transactions

Dunng the year the Group traded on an arms-length basis with the associated company Fidhnk (33 3 per cent owned) The Group's trading
actviies wath this company ncluded £12 7m (2009 £9 2m) for the purchase of ink and other consumables At the balance sheet date there
were creditor balances of £1 1m (2009 £1 6m} with Fidink

intra-group transachans between the parent and the fully consolidated subsidianes or between fully consolidated subsichanes are elminated
on consolidation Such transactions were contracted on an arms-length basis

Key management compensation

2010 2009

£'000 000
Salanes and other short term employee benefits 2,661.4 5457 4
Termination benefits 1,578.9 1142
Retirement benefits
- Defired contnbution 32 112
— Defined benefit 422.8 4101
Share-based payments 8010 2,2080

5,495.3 82019

Key management compnses members of the Board (including fees of non-executive Directors) and the Operating Board Key management
compensation Includes compensation for loss of office, ex-gratra payments, redundancy paymenis, enhanced retirement benefits and any
related benefits-in-kand connected with a person leaving office or employment
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At 27 March 2010
2010 2009
Notas £m £m
Fixed assets
Investments N subsidianes 42 152.4 152 4
152.4 1524
Current assets
Debitors recavable within one year 5a 100,2 168 8
Cash at bank and n hand 22 -
102.4 168 8
Creditors armcunts falling due wrthin one year
Borrowings 6a (26 4} 62 3
Other credrtors Ta (8.8} 58
(35.2) (68 1)
Net current assets 67.2 1007
Total assets less current liabilrties 219.6 2531
Creditors amounts falling due afier more than one year Ba {100 0) {100 O
Net assets 119.6 1531
Capital and reserves
Called up share capital %a 455 450
Share premium account 0= 28.4 285
Capital redemption reserve 10a 5.9 59
Retaned earnings 108 ase 77
Total shareholders’ funds 119.6 1531

Approved by the Board on 24 May 2010

Al icBreds

Nicholas Brookes
Chaiman

90 De La Rue Annuat Report 2010

n Webb
Group Finance Director

e




Businass Review Corporate Governance Report

Group Financial Statements

Company Financial Statements Sharenclders Information

ACCOUNTING POLICIES - COMPANY

Basis of preparation

The Financial Statements of De La Rue plc {the Compary) have
been prepared under the histoncal cost convention and have been
prepared in accordance with the Companies Act 2006 and
applicable UK accounting standards

Under Section 408 of the Companies Act 2006 the Company

15 exempt from the requirement to present its own profit and loss
account The Company has taken advantage of the exemption

in Financial Reporting Standard (FRS) 29 (FRS 7} ‘Financial
Instruments Disclosures’ not to prepare a financial Instrument note
as the information 1s avalable in the published consolidated Financial
Statements of the Group

The Company has taken advantage of the exemption from
prepanng a cash flow statement under the terms of FRS1 'Cash
Flow Staterments’

The accounts have been prepared as at 27 March 2010, being the
last Saturday in March The comparatives for the 2009 financial year
are for the year ended 28 March 2009

The following accounting policies have been applied consistently
In dealing waith items which are considered matenal n relation to
the Company Financial Statements

Foreign currenctes

Amounts recevable from overseas subsichanes which are
denominated In foreign currencies are translated into stering at
the appropnate year end rates of exchange Exchange gains and
losses on translating foreign currency amounts are included within
the interest section of the profit and loss account except for
exchange gans and losses associated with hedging loans that
are taken to reserves

Transactons N foreign currencies are translated into the funchional
currency at the rates of exchange prevaling at the dates of the
incmdual transactions  Monetary assets and labilities denominated
in forexgn currencies are subsequently retranslated at the rate of
exchange ruling at the balance sheset date Such exchange
differences are taken to the profit and loss account

Other receivables

Other recevables are measured at amortised cost less any provision
for smparment Trade and other receivables are discounted when
the time value of money is considered matenal

Investments

Investments are stated at cost or valuation in the balance sheet,
less provision for any permanent diminuticn in the value of the
Investment

Retirement benefits

The pension nghts of the Company employees are dealt with
through a self administered scheme, the assets of which are held
independently of the Group's finances The scheme 15 a defined
benefit scheme that 1s funded partly by contnbutions from members
and partly by coninbutions from the Company and its subsidianes
at rates advised by independent professionally qualified actuanes
In accordance with FRS 17, De La Rue pl¢ accounts for its
contrbutions as though it were a defined contnbution scheme
This 18 because the undertying assets and labiites of the scheme
cover the Company and a number of its subsidiangs and those
assets and liabilites cannot be split between each subsidiary on

a consistent and reasonable basis Full detals of the scheme and
its defict (measured on an IAS 19 basis) can be found in note 25
to the consolidated Financial Statements

Share based payment

The Company operates vanous equity settled and cash settled
option schemes although the majonty of plans are settled by the
1issue of shares The services received from employees are measured
by reference to the far value of the share options  The farr value 1s
calculated at grant date and recogrused n the profit and loss
account, together with a coresponding increase n shareholders”
funds, on a straight line basis over the vesting penod, based on an
estimate of the number of shares that will eventually vest Vesting
conditions, cther than market conditions, are not taken into account
when estimating the far value FRS3 20 has been applied to share
settled share options granted after 7 November 2002

Where the Company grants options over its own shares to

the employees of its subsidiary undertakings these awards are
accounted for by the Company, as an addiional investment in its
subsidiary The costs are determined in accordance wath FRS 20
share based payments Any payments made by the subsichary
undertaking In respect of these arrangements are treated as

a return of this Investment

Share based paymenits recharged to subsidianes are recorded
via the intercompany loan account

Dividends

Under FRS 21, final ordinary dwvidendis payable to the shareholders
of the Company are recognised n the penod that they are approved
by the shareholders Intenm ordinary dividends are recogrised In ihe
penod that they are paid

Taxation

The charge for taxation is based on the result for the year and
takes nto account taxation deferred because of trming differences
between the treatment of certain items for taxation and
accounting purposes

Deferred tax 1s recognised, without discounting, in respect of all
himing differences between the treatment of certain tems for taxation
and accounting purposes which have ansen but not reversed by the
balance sheet date, except as otherwise required by FRS 19

Financial guarantee contracts

Where the Company enters into financial guarantee contracts 1o
guarantee the indebtedness of other companes within the Group,
the Company considers these to be insurance arrangements and
accounts for them as such In this respect, the Company treats
the guarantee contract as a contingent hability untl such time as
it becomes probable that the Company will be required to make
a payment under the guarantee
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1a Employee costs and numbers

Employea costs are borne by De La Rue Holdings plc For details of Director's remuneration, refer to disclosures in the Direciors’ Report

on pages 47 0 53
2010 2009
Number Nurmber
Average employee numbers 2 2
2a Auditor's remuneration
Auditor's remuneration 1s borne by De La Rue Holdings plc For details of auditor's remuneration, see Note 2 to the consoldated
Financial Statements
3a Equity dividends
For getails of equity dvdends, see Note 8 to the consolidated Financial Statements
4a Investments
2010 2009
fm tm
Investments comprise
investments N subsidianes 152.4 152 4
£m £fm
Cost
At 29 March 2009 and 30 March 2008 1524 1524
Additions - -
At 27 March 2010 and 28 March 2003 152.4 152 4
For detals of investments n Group companies, refer to Pnncipal subsidianes  branches and associated comparies on page 94
5a Debtors
2010 2000
£m £m
Amounts due within one year
Amounts owed by Group undertakings 1002 1688
6a Borrowings
2010 2008
£m £m
Short term borrowings
Bank loans and overdrafts 264 623
The camyng amounts of short and long term borrowings approximate to ther far value
The camying amounts of the Company's borrowings are denominated in the following currencies
2010 2009
£m £m
US doltar 228 344
auro 0.2 243
£ sterling - 08
Other currencies 34 28
264 623
7a Other creditors
2010 2009
£m £m
Amounts falling due within one year
Amounts due to Group undertakings 53 20
Accruals and deferred income 35 38
Other creditors 6.8 58
8a Creditors Amounts due after more than one year
2010 2005
£m fm
Amounts due to Group undertakings 100.0 1000

9a Share capital
For detals of share capital, see note 21a to the conselidated Financial Statements
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10a Other reserves

Group Financial Statements

Company Financal Statements

Shareholders Information

Capaal

Sharg prermium Rataned Total
capia acoount resene aarnngs equity
£m £m Em £m fm
At 30 March 2008 44 6 225 55 113 4 1860
Share capital issued 08 40 - - 48
Allocation of shares for cancellation - - - 22 22
Profit for the financial year - - - 453 3 453 3
Return of capital 04 - o4 {119 3) (119 3}
Diadends paid - - - (376 7) (376 7)
Employee share scheme
- value of services provided - - - 28 28
At 29 March 2009 450 265 59 57 1531
Share capital issued 05 19 - - 24
Profit for the financial year - - - 35 35
Dvidends paid - - - (40 9) {809
Employee share scheme
- value of services provided - - - 15 15
At 27 March 2010 455 28.4 59 398 119.6

11a Share based payments

For detals of share based payments, see note 21b to the consolidated Financial Statements and the Remunerabon Report on page 47

12a Related party transactions

The Cormpany has no transactons with or amounts due to or from subsidiary undertakings that are not 100 per cent owned either directly

by the Company or by Its subsidianes

For detalls of key management remuneration, see note 29 to the consolidated Financigd Statements
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PRINCIPAL SUBSIDIARIES, BRANCHES AND

ASSOCIATED COMPANIES

As at 27 March 2010

The companies and branches listed below include those which pnncipally affect the profits and assets of the Group A full list of subsidiary

undertakings will be filed wath the Company s Annual Return

De La Rue ntarest

Courtry 0° meOrpOrabon and operaton Astrties o orckary W?z
Europe

United Kingdom DR (No 1) Limited Holding company 100

DLR (No 2} Limited Holding company 100t

De La Rue Holdings plc Holding and general commercial actviies 100

De La Rue International Limited

Secunty paper and pnnting, sale and
mantenance of CPS products and senices,

identity systems, brand protection and holographics 100
De La Rue Overseas Limited Holding compary 100
De La Rue Investments Limited Holding company 100
Portals Group Limited Holding company 100
Portals Property Umited Property holding company 100
Camelot Group plc Lottery operator 20"
Channel Islands The Burnhill Insurance Company Limited Insurance 100
De La Rue {Guernsey) Limited General commercial company 100
France De La Rue Cash Processing Solutions
(France) SAS Distnbution, service and marketing 100
Malta De La Rue Gurrency and Secunty Print Lmited - Secunty printing 100
The Netherlands De La Rue BY Holding company and distnbution
and marketing of CPS products 100
Russia De LaRue CIS Manufactunng, distnbution, service and marketing 100
Spain De l.a Rue Cash Processing Solutons
(Span) SLU Drstnbution, service and marketing 100
Switzerland Thomas DelaRue AG Holding compary 100
Fidink S A Secunty ink marketing 33 33*
North Amenca
United States of Amenca De La Rue North Amenca Holdngs In¢ Holding company 100
De La Rue North Amenca Inc Secunty printing 100
Canada De La Rue Canada Inc Distribution and marketing of CPS and identity systems 100
South America
Brazd De La Rue Cash Systerns Limitada Distnbution, serace and marketing 100
Mexico De La Rue Mexico, SA deCV Distnbution, marketing and identity systems 100
Afnica
Kenya De La Rue Currency and Secunty Pnnt Umited  Secunty pnnting 100
South Africa De La Rue South Africa (Propnetary) Limited Distnibution, service and markeiing 100
De La Rue Global Services (S A} (Propristary}
Limied Secunty pnnting 100
Far East
Austraha De La Rue Cash Processing Solutions
{Australia) Pty Limited Distnbution, service and marketing 100
China De La Rue Banking Technology (Shenzhen)
Corporation Limited Distnbution, service and marketing 100
De La Rue (Suzhou) Trading Company Limited  Distnbution, service and marketing 100
Heng Kong De La Rue Systems Limited Distnbution, service and marketing 100
Malaysia De La Rue {(Malaysia) Sdn Bhd Distnbution, service and marketing 100
Sn Lanka De La Rue Lanka Currency and Secunty Print
{Prwvate) Limited Secunty pnnting 60
Thalland De La Rue (Thaland) Limited Distnbution, service and marketing 100
Asscciated company
tHeld drrectly by De La Rue plc

94 De La Rue Annual Report 2010




Business Review Corporate Governance Report Group Financial Statements Company Financial Statements Shargholders Information
Profit and Loss Account
2006 2007 2008 2009 2010
Notes £m £m tm oM £m
Revenue
~ Continuing operations 3585 4018 467 0 502 4 561.1
- Discontinued operations @ 2523 2857 2868 1218 -
Total 6108 B87 5 7538 624 0 5611
Operating profit
— Continuing operations 469 813 92 965 109.2
- Exceptional items - operating 17 - - (8 9} (75)
Total 4886 613 792 B76 101.7
Share of profits of associated companies 68 66 71 89 6.3
Exceptional tems — non-operating - - 26 - -
Profit on continuing operations before interest 554 67 9 889 965 1080
Net interest Income/{expense} 18 36 20 14 (5.1)
Retirement benefit obligation net finance {expense)/income {18) 18 03 {18 63)
Profit on continuing operations before taxation 554 733 812 961 96.6
Taxation (16 5) 219 (24 7) (28 5} {26.2)
Profit on continuing operations after taxation 389 514 865 676 704
Discontinued operations 129 204 219 2965 -
Equity rminonty nterests 09 (16 03 {11) {0 5)
Profit for the financial year 509 702 881 3630 69.9
Didends {85 B) (28 3) {105 4} 376 7 (40.9}
Retained profit/(loss) for the penod {44 9 419 {17 3} (137 29.0
Earnings per ordinary share from continuing operatons 23 6p 331p 43 4p 509p 71.0p
Diluted earmings per share from contmuing operations 230p 324p 42 7p 504p 70 5p
Headline earnings per ordinary share {before exceptionals) 22 Bp 331p 41 7p 57 Op 76.2p
Dnadends per ordinary share ) i70p 19 1p 21 4p 411p 42.3p
Profit on continuing operations hefore taxation and exceptional items 537 733 886 1050 104 1
Balance Sheet
£m £m £m £m £m
Non-current assets 2355 2351 226 0 2286 2223
Net current assets {69 4) (€6 0) {87 3) {87 6) 872
Net cash/(debt) 916 1373 1067 {33 1) (110}
Other labilities (121 4) (111 5) {29 9) 87 3) (134 6)
Equity minonty interests 38 B0 23 29 {32
Equity shareholders’ funds 1325 1599 2132 177 63

Notes

ta) Drscontinued oparations nclude all businasses discontinued between 2006 and 2010 Thus continuing operations ara those busmesses continuing as at 27 Maich 2010

{b) Includes proposed tinal dvidend which n accordance with IFRS accounting requirements  has not been accrued
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SHAREHOLDERS’ INFORMATION

Registered office

De La Rue House

Jays Close, Viables, Basingstoke
Hampshire RG22 4BS UK

Telepnone +44 {0)1256 605000
Fax +44 (0)1256 605336

Registered Number 3834125
Company Secretary Mr E H D Peppiatt

Registrar

Computershare Investor Services PLC
The Pavhons

Bndgwater Road

Bnstol BS99 62Y

Telephone +44 (0)870 703 6375
Fax +44 (0)870 703 6101

Shareholder enqutries

Enquines regarding shareholdings or dividends should, n the first
Instance, be addressed to Computershare Investor Services PLC
Details of your shareholding and how to make amendments to
your detals can be viewed online at www Investorcentre co uk
Shareholder Helpline Telephone +44 {0)870 703 6375

Electronic communications

You can register online at www Investorcentre co uk/ecomms to
stop recenming statutory communications through the post i you
choose this gption you will recerve an email notification each time
we publish new shareholder documents on our website and be able
10 download and read them at your own convenience You will need
to have your Shareholder Reference number {"SRN'} avallable when
you first log n This 11 character number {which starts with the letter
C or G} can be found on share certificates and dividend tax
vouchers Shareholders who subscribe for electronic
communications can revert to postal communications or request a
paper copy of any shareholder document at any tme in the future

internet
Visit www delarue com to access previous annual reports, dividend
history and share price information

Consohdation of share certificates

If your total registered shareholding Is reprasented by several
indmadual share certfficates, you may wish to have these replaced
by one consolidated certificate De La Rue will mest the cost for this
service You should send your share certrficates to the Company’s
registrar together with a letter of nstruction

Annual General Meeting

The Annual General Meeting will be held at 1030 am on
Thursday, 22 July 2010 at De La Rue House, Jays Close, Viables,
Basingstoke, Hampshire RG22 4BS Each shareholder ts entitied
to attend and vote at the meeting, the arrangements for which
are descrbed in a separate notice to shareholders

Financial calendar

Prelminary Results Announcement 25 May 2010
Ex Dnadend Date for 2009/2010 Final Dwvidend 7 July 2010
Record Date for Final Drdend 9 Juty 2010
Payment of 2009/2010 Final Dnadend 5 August 2010
Intenm Results Announcement” 23 Novemnber 2010
Ex Didend Date for 201072011

Intenm Dradend” 8 December 2010

Record Date for 2010/2011 Intenm Dmdend® 10 December 2010
Payment of 2010/2011 Intenm Dmdend” 6 January 2011

Expected
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Analysis of shareholders at 27 March 2010

Sharehoiders Shares
By range of holdngs Number % Nurmber %
1-1,000 5,675 76 26 1,800,373 193
1,001-2,000 859 1154 1,190,986 120
2,001—4,000 387 520 1,057,018 107
4,001-20,000 251 337 2,111,962 214
20,001-200,000 202 272 13,833,768 1399
200,001 and above 68 091 78,779,749 7967
Total 7442 10000 98,882,856 10000

Share dealing facilities

J P Morgan Cazenove Limited

The Company's Stockbroker, J P Morgan Cazenove Limited,
provides a sumple, low cost postal dealing facility in De La Rue plc
shares Commission 1s charged at 1 per cent up to £5,000 and

0 5 per cent thereafter, with a minimum charge of £20 Further
information and forms can be obtained from J P Morgan Cazenove
Limited, 20 Moorgate, Londeon, EC2R 6DA UK Telephone

+44 (0)20 7155 5155 A copy of the low cost dealing form s also
availlable at www delarue com

Computershare Investor Services PLC
Computershare, the Company's Registrar, provides a smple way
to sell or purchase De La Rue plc shares

Internat share dealng

Avallable 24 hours a day/seven days a week with real tme pncing
in market hours Commussion is charged at O 5 per cent subject

to a minimum charge of £15, with no set up ¢r annual management
fees Further mformation can be obtaned by logging ¢n o

www compuitershare com/dealing/uk

Telephone share dealing

Commisston I1s charged at 1 per cent subject to a minmum charge
of £25 with ng set up or annual management fees The telephone
share dealng senvice Is avallable from 8 00am to 4 30pm Monday
to Friday, excluding bank holidays on telephone nurmtber

+44 {0870 703 0084

Stocktrade

An execution-only telephone dealing service has been arranged
with Stocktrade which provides a simple way for buying or sefling
De La Rug plc shares Basic commission 1s 0 5 per cent with a
mrumum charge of £15 up to £10,000 and then 0 2 per cent
thereafter with no maxamum For further information please call
+44 (0)845 601 0995 and quote reference Low Co103

Capital gains tax
March 1982 Valuation
The pnce per share on 31 March 1982 was 617 5p

November 2008 return of cash

A shareholder's onginal base cost In the existing ordinary shares
will be apportioned between the new ordinary shares and the

B shares by reference to therr respective market values on the day
on which they were first isted which were egual to 816 75p and
302 375p, respectivaly On the reorganisation, for each 39 existing
ordinary shares held by a shareholder he or she recenved 25 new
ordinary shares and 39 B shares Based on these values the tax
base cost In the existing ordinary shares is apportioned 63 3899
per cent to the new ordnary shares received and 36 6107 per cent
to the B shares receved

Shareholders are adwised to refer to therr brokers/financial advisers
for detalled adwice on indmidual CGT calculations
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Hermans, John (Basingstoke)

From: Woodall, Sarah (Basingstoke)

Sent: 10 June 2010 13 30

Tor Hermans, John (Basingstoke), Lloyd Willams, Clare (Basingstoke)
Subject. FW AR2010 final pdf files

Attachments. dir ar10 final pdf, ATT00001 htm, De La Rue plc Annual Report 2010 pdf, ATT00002 htm

Clare/John
See attached pd of annual report for website and compantes house

John - black and white version looks a bit odd with all the graphs stnpped out as well as the photos — what do
you think?

Sarah

From: Andrew Jackson [mailto:a.jackson@langsford co.uk]
Sent: 10 June 2010 13 20

To: Woodall, Sarah (Bastingstoke)

Subject: AR2010 final pdf files

Sarah

Please find the two attached pdf files as follows
> Colour pdf for posting to your website

> B&W pdf for submussion to Companies House
Hope everything looks OK

Best wishes,
Andrew

10/06/2010




