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Highlights

De La Rue is the world’s

largest commercial banknote

printer and passport
manufacturer. It is a trusted
partner of governments,
central banks and
commercial organisations
around the world In the
continuing battle against
the counterfeiter.

De La Rue also produces a wide ranga
of other secunty products, including
tax stamps, authentication labels and
identity documents, and manufactures
high speed cash sorting and banknote
nspecton equipment

De La Rue's Cumrency business provides
customers with a full range of sophisticated
products and services which are available
ether indwvidually or as a package This
includes the design and production of
securnty components and paper and
polymer substrates as well as the design
and printing of banknctes

Withun the Solubons business, a similar
integrated offenng from design to
manufacture 1s avalable In addibon

De La Rue offers a range of specialist
services and software solutons including
government identty schemes, product
authenticabon systems and cash
management processing solutions

In recent years De La Rue has been

involved in the produchon of over 150
natonal currencies, and passports or
dentity systems for over 65 countnes

De La Rue employs approximately 4,000
people worldwide and 1s isted on the

London Stock Exchange
2014 Revenue 2014 Underlying operating profit* 2014 Profit before tax
2013 £483 7m 2013 £61 5m 2013 €43 7m

2014 Underlying operating cash flow*

£991m

2013 £730m

*Before exceptional tems

De La Rue Annual Report 2014

2014 Underlying earnings per share*

00.7p

2013 38 5p
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Innovation at work

Clear polymer substrate

Muitiple pnnt layers
on front of polymer

Speciaiist inks prowvide
additional secunty

Pnnted opaque white layer
revealing transparent polymer
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Muttiple pnint layers
on back of polymer

White layers are gravure printed onto clear
substrate, leaving a clear window, before
other pnnt techniques including Itho and
intagho are apphed to the Safeguard notes

Polymer banknotes gain recognition
Following the successful introduction

of De La Rue's polymer substrate,
Safeguard™, in 2012, there are currently
three central banks using this new
substrate - Fig, Mauntius (pictured above)
and most recently Lebanon - with a further
s banknotse orders in hand for issue
dunng the course of 2014

Innovative secunty features continue

to be developed for Safeguard including
the application of speciality inks such as
SPARK® Orbital™, a colour swatching ink
with the optical effect of a bnght nng of
ght that appears to ship freely within the
area of ink This exploits the transparency
of the clear window in the polymer, allowing
the feature to be seen from both sdes

of the note
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De La Rue at a glance

Currency Solutions

Prowides market leading pnnted banknotes, Provides specialist physical and digital

: banknote paper and polymer substrate products and services, ncluding cash

| and a comprehensie portiolio of banknote  processing, revenue and brand protection,
| secunty features Workang in partnership identity sclutions, and financial and

| with its customers to provide effective secure documents

currency solutons, the business also
adwvises on critical issues of cumency
strategy such as design, demand

forecasting, denomunaticnal structure
and protection agamst counterferting

Cash Processing Solutions

Prowides central banks and bulk cash

handling organisahons with a range of

sophisticated high speed cash sorting

and authentication systems as well as

software scluhions, consultancy, service

and support These solutions enhance the

: productivity, performance and secunty of
cash processing operabons The business

‘ also manufactures mspection equipment
for banknote pnnting facities, enabiing

| new notes to be quality assured pnor

to issue

Two complementary Securty Poducts

Delzers solutions cntical {o the
1 L] a L ] Of d d
divisions offering a P
. . commercial orgarisations and financial
comprehensive portfolio e e, . 0043
products and goverr;ment and ﬁnangcl:lal

? .
of security products Sy e
and services. s s

identity management solutions As a
specialist systems integrator, it works

with govemments arcund the world to
secure personal identihes, focusing on the
prowision of passport, ePassport, national
ID and elD, dmvng licence and voter

Loda oibejens
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! registration schemes
|
|
2014 share of revenue 2014 share of undertying operating profit
Currency 66% Currency 69%
Solutions 34% Solutions 31%
- Idantity Systems 15% - Idenity Systems 24%
- Secunty Products 8% - Secunty Products 12%
- Cash Processing Solutions 11% = Cash Processing Solutions -5%
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Innovation at work

50 staff mcluding more than 20 PhDs

Irvestrnent in new equipment
and piot machines

Climate controlled iaboratonas

De La Rue Annual Report 2014

Product performance analysts and testing

Development of new
secunty featuras

Countertert analysis

Our technology centre leads the way
Fallowing two years' work and significant
rvestrnent De La Rue's technology centre,
opened in October 2013, features state
of the art technology and equipment and
provides a flauble, contemporary working
environment This lays the foundations

to offer our customers a wider choce

of secure solutions and further grow our
patent portfolo The centra has been built
t¢ European Central Bank standards

The De La Rue technology centre was
offically opened in December 2013 by
His Royal Hghness The Duke of Kent

Recent R&D actmty ncludes investment

in state of the art micro-gptic technology;,
an expansion of our scientific research team
and an enhanced secunty features pipeline
The further development of secunty
features for use on polymer 1s a parbcular
area of focus

De La Rue pc Registered Number 3834125



Chairman’s statement

Philip Rogerson
Charrman
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Group resuits

in 2013/14 De La Rue grew undertying
operating profit by 43 per cent and revenue
by 6 per cent These rasults demonstrate
the signdicant progress the Group has
made by mplementing its three year
Improvement Plan which has seen profit
grow from £40m in 2010/11 to £90m

in 2013/14

Underlying operating profit (after LAS 19
adjustments) was up significantly at £89 3m
(2012/13 €61 5m) and the operating

profit margin improved to 17 4 per cent
(2012/13 12 7 per cent) Foresgn exchange
movermnents adversely impacted revenue
by £3m but improved operating profit by
£2m (2012/13 adverse £3m and £2m
respectively)

Underlying profit before tax ncreased by
51 per cent to £77 3m (2012/13 £51 3m)
despite higher net finance costs of £4 7m
(2012/13 £3 6m) and IAS 19 finance
charges of £7 3m (2012/13 £6 6m)
Undertying earnings per share increased
by 58 per cent to 60 7p {2012/13 33 5p)

Excepticnal charges in the year totalled
£17 5m (201213 £7 6m) predominantly
due to asset impammerts i relation to
the Cash Processing Solutions business
and the cost of implementing the
Improvement Plan

Basic earnings per share were 47 3p
{2012/13 37 4p)

The Group has generated a good
undertying operating cash flow of £99 1m
(2012713 £73 0m) Net debt at 29 March
2014 remained modest at £83 9m, up
£13 2m from the pnor year end

Dividend

The Board 1s recommending a

final dwidend of 28 2p per share

(201213 28 2p per share) Togather with
the mntenm dwidend paid in January 2014,
this wall gve a total dmdend for the year of
42 3p per share (2012/13 42 3p per share)
Subject to approval by shareholders, the
final dvidend will be paid on 1 August 2014
to shareholders on the register on

4 July 2014

2010 paper production issues
Discussions remam ongoing with the
pmncipal customer concemed and the
authonties, and therefore there remains
uncertanty as to the uthmate outcome
of these issues, including their financial
impact {descnbed more fully n note 25)

Board changes

Tim Cobbold resigned from the Board as
Chief Executive on 29 March 2014 and the
Board would like to record s appreciahon
of Tim's significant contnbution over the
past three years

On the same date, | assumed executive
responsibities unt! 2 new Chief Executive
joins the Beard | now char De La Rue's
Executive Committee, supported by Colin
Child, Group Finance Director, who was
appointed Chief Operating Officer on

a similar temporary basis The Board's
Nomination Committee 1s well advanced

In the search 10 identify sutable candidates
for the role

People

De La Rueis proud of the quality of ts
employees who remam a wvital part of

tts success The results this year clearty
demonstrate therr dedication and hard
work and the Board would like to thank
everyone for ther contnbution in the past
12 months

OQuticok

While curent market conditons reman
chaliengng, the fundamental strengths of the
business prowdse a strong foundatcon from
which to deliver enhanced shareholder value

De La Rue entered the new financial year
with a good order book, albeit reflecting
the recent mare difficulk pncing environment
in the Currency market The Board’s
expectabons for 2014/15 remain unchanged

De La Rue plc Registered Number 3834125
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Our business model, strategy and values

Central banks, governments and

We Use Our unique commercial organmisations rely on our

products and solutions to deliver secunty

capabilities and relationships  sea e Ry e

increasingly globaiised and technology

to maintain a leading market e s s mbm

position.

Strengths

= Proven track record in innovation
* Integrated competitve position

= Endunng relationships with central
hanks, governments and specialist
commercial organisations

s Industry recognised creatie flair
* Brand and reputation
 Highly skilled and dedicated workforce

De La Rue Annual Report 2014

and to fight counterferting and ilicit trade
are of ncreasing iImportance

De La Rue offers a proven track record

of mnovation, sophisticated design, and
the production and delivery of ligh quality
products and services We seek to buld
long term relationships with our customers
and form trusted partnerships where our
expenence and the qualtty of our products
and services add valug

Wa are investing in our people, assets,
processes and innovation to ensure

we have the technology, capability and
capacity to meet customer needs, mamtan
an industry leading posmion and delver
sustainable growth

Delivering Outcomes

* Sophisticated and award winning * Wa have the technology and capability
designs to meet customer needs

* High qualty products and services * We maintain an mdustry leading posrbon
which add value

= We delver long term sustainable growth

* Long term trusted partnerships * \We prowide attractve returns to investors
» Efficient and flexible manufactunng

supply chain = We enjoy a high performance culture

s Motrvated and professional employees
respected and valued by customers

6 De La Rue plc Registered Number 3834125




We wll achieve our vision by buikding

Ou r ViSion iS to be the |ead i ng long term mutually beneficial partnerships

through a sustained focus on customers,

provider of secure products s eern oo

d . t h . th The successful execution of our strategy
ana SEIVICES, TOUCNING TNE e o mea vw oocs,
employees with a rewarding environment

| iVeS Of eVe ryo ne 3 every d ay. in which to develop and sharehotders with

long term sustainable growth

Our strategy
To be a customer focused, efficient,
professional and mnovative leader in the
markets in which we cperate

Customers Innovation Professionalism Operational excellence
Focusing on and anticipating Drving innovation and new Increasing professionalism in Delvered throughout the
the needs of customers product development all aspects of the business business by continuous
improvemsnt

Currency Solutions

In our Currency business we will The successful execution of our In our Solutions business we will
strategy will pronde shareholders

» Continue to invest in technology * Build on our position as the world's
- with increasing value from each largest commercial procucer of
» Grow Safeguard™, our polymer of our businesses and from the assports and address the growin
substrate offenng Group as a whole by delvenng ﬁ_' arkg? d d for aP g s 9
* Address opportunities across the whole + Sustainable revenue growth
market from state pnnt works to central over the longer term ‘ i“gop;erég‘;‘fmmeags":h:gigf{ﬁgs
gfﬁumhﬁnﬁg{%ma;ﬁzggs * Improved profitabilty through wtroduction of the latest product
and holographic stnpes and patches continuous improvement authentcation software solutions
* Improve lead times through nvesting in * Strong cash flows . gr%r;t’;?;;l:; zt:)r;pgfrf‘; ::éi; :aras:g*;agfdhng
continuous improvement and capability * Increased returns to
sharsholders sophisticated products and services
¢ Delver operational excellence in our
supply chan by focusing on quality,
cost and delvery

Our values, which support our strategy are to.

ke open to change act with integnty take responsibiity excel n what we do work together

De La Rue Annual Report 2014 7 Da La Rue pic Regsterad Number 3834125
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Our markets

All of our business
units operate globally
within specialist market

environments.

Three quarters of our revenue
comes from outside the UK.

Global substrate market*
¢157k tonnes pa
State paper mills (SPM) 48%
Overspit from SPMs 6%
Commercial paper market 43%
Potymer 3%

Global print market*

¢157 bilion notes pa
State pnnt works (SPW) 85%
Overspilt from SPWs 2%
Commercial pant market 13%

Commerclal market share: substrate*
DelaRue 11%
Other 89%

De La Rue Annual Report 2014

Commercial market share’ print*
De La Rue 31%
Other 63%

Currency

Market overview

The global demand for banknotes
continues to grow on average by

c4 per cent annually although the rate
of growth for ndmdua countnes waill vary
reflecting local econormic circumstances
The demand for banknotes and the
substrates on which they are pnnted

i1s largely satisfied by state print works
(SPW), state paper mills (SPM) and

a small number of commercial
manufacturers such as De La Rue

(see charts opposite) SPWSs or SPMs
may turn to commercial providers to
supplement thetr own production capacity
to satisfy demand they are unable to
mesat, known as ‘overspill’ As well as
the supply of finished banknotes to
central banks and substrates to SPWs,
De La Rue also supplhes secunty
components that SPWs and SPMs can
incorporate directly into ther products

Vanability m demand 1s a featura of the
market, with short term fiuctuations n
the tirming and size of orders, including
overspil, reflecting the decisions taken
by central banks This has the potenhal
to create matenal volume vanation year
on year

Key factors affecting banknote issuance
by central banks are note retirement,
changes in the underlying level of GDP,
and changes in using cash as a means
of payment Of these, note reirement Is
the most important and 1s affected by

» The timing and frequency of changes
n note design

* Changes in cash circulation policy and
technology

* Growth in automated cash handling
requinng notes to be n good condision

* Changes In ‘clean note’ policy
¢ Changes in denomination structure

¢ The introduction of new
ant-counterferting secunty features

*Source De La Rue estmatas
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Solutions

Cash Processing Solutions

Market overview

The cash processtng industry 1s @ mature
market with a number of supplers
providing a vanety of different products to
manage and control the handhing of cash

Cash processing Is an essential aspect
of the cunency Ifecycle as it assists

in maintaming the authentication and
ntegrity of all cash in circulation In
additon, to guarantee the quality of
currency there 1s a market requirement
within banknote pnnt works for end

of ne inspection and processing of
pnnted banknotes

With the ncreasing volumes of cash in
circulation, bath central and commercal
banks are under pressurs to provide
efficient, secure cash processing
solutions Using sophisticated vault
software and hardware sofubons, much of
the process can be automated while also
providing the data and controls needed to
minimise cost and ensure the qualty anc
integnty of the notes processed

De La Rue addresses these needs

with its advanced cash sorting machines,
market leading vault management
software, and single note inspection
systems De La Rue supports and
mantans customer solutions via a global
network of engineers

De La Rue Annual Report 2014

Security Products

Market overview

Secunty Products’ customers fali nto
two broad categones govermmments and
commercial brand owners, both of which
continue to come under attack from
cnminal actwity

Governments continue to work hard

to protect indirect tax revenues on
products such as alcoho!l and tobacco
by rminirmising dhett trade By 2013,

168 countnes were signed up to the
World Health Organization Framework
Convention on Tobacco Control, which
1s committed to elminabing ilicit trade

in tobacco products This will require
govemments to apply umque and secure
codes onto cigarette packs and also the
abilty to track and trace the products
through the supply chain De La Ruess
strongly placed to address this market
having delvered ts flexible track and
trace solution for several customers

Revenue loss from counterfert goods
remans a real threat to global brands
and consumer confidence Advanced
technology within labels, inked to digital
authenbcaton and tracking solutions,
ensures brands are protected and that
consumers can be confident of buying
genuine products

Contracts are often secured on a multi
vear basis This means that while sales
cycles may be long, once contracts are
secured, the business benefits from a
good degree of continuity

Growth n secunty products wall come
from bulding share n the currently
fragmented market and opportunties
offered by increasing demand for
government revenua solutions

Identity Systems

Market overview

The passport and identity market i1s
increasingly seeking complete mtegrated
solutions, with highly secure passports
and ID cards, full integration with other
government systems and processes and
efficient and reliable personaksation and
Issuance procedures

Countnes continue to adopt ePassports,
which 1s drmving not only the demand for
further system integration, but also the
need for experhse to manage the project
efficiently and without undue nisk

De La Rue 15 a leading provider of
passport and ID solutions and continues
to deliver complex projects globally Itis
able to offer an in-house passport design
and producton capability as well as
Issuance and passport personalisation
systems Addrmionally, De La Rue's
expenenced project managers are well
versed n complex system roll out and
integration projects

Identity Systems is a contract based
business focused on government
customers The nature of this business
15 such that revenues can be vanable
and subject to cancellation or delay
Mantanng as broad a portfolio of
business as possible and a strong
pipeline of cpportunities helps mmgate
this nsk To mantan market position it 15
key that De La Rue continues to provide
value to its customers through efficient
manufactunng and market leading design
and secunty features

De La Rue plc Registerad Number 3834125
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Key performance indicators

We use the following key
performance indicators to
measure the overall progress
of the business relative to
our strategy.

Revenue Underlying operating profit* Underlying profit before tax*
£m £€m £m
5611 1002 104 9
5283 5133
437
4839 893
73
B a5 577
513
404
33
2010 2011 2012 2013 2014 2010 201t 2012 2013 04 2010 2011 2012 2013 2014
Eamingas per share*
Pence
Basic earnings per share
Undertying earmings per share
762
7o 676
607
5 4719
“2010-2012 comparatves have not been adusted for 385
the mpact of IAS 19
For 2013 and 2014 the comparable figures excludng 74
tha mpact of IAS 19 are as follows
g
2013 201
Undarying operating profit £632m £90.5m 240
Underlying profit befors tax £59 1m £88.2m
Basic eamngs per share 433p 53.4p
Underhying eammgs per share 44 4p 88.6p
2070 201 2012 2013 2014
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Undertying operating cash flow Banknote print volume Banknots paper cutput volume
£m Bilion notes ‘000 tonnes

143 2 78 155

84 83 62
5
1058 . 1o
9g o8
87
730
354

2010 2011 012 2013 2014 2010 2011 2012 2013 2004 010 2011 213 2013 2014
Group year end 12 month order book Annualised reportable injury rate

£m per 100,000 employees

247

237 218

2010 201 2012 203 2014

De La Rue Annual Report 2014

UK manutactunng mndustry average
(Source Health and Safety Executve, May 2014)

33

2010

"

o]
N6

201 2z 203 2014
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Innovation at work

Strategic intent Lean thinking Shanng success
We know wherg Contnuous improvemnent  We dnve each other on
wa're going s a way of ife

Organisational structure

The nght peopia are Built-in quality

in the nght places Only tha best will do

De La Rue s pursuing operabonal excellence
with a clear quality roadmap aganst which
to measure progress

De La Rue Annual Report 2014 12

Quality from start to fimsh

Da La Rue's holishc approach to quality
includes working with our suppliers and
nght across our integrated supply chamn
from design o delivery

By tallonng proven methods drawn widely
from other manufactunng ndustnes we
are delivenng Improvements n our key
qualty measures

We are builkdng close partnerships with
our suppliers to dnve qualtty improvemeants
from source and co-developing products
to speed up mnovation

Our dedicated quality planning process
ensures consistent quality 1s achieved
throughout production, addressing every
key point of a customer specification

To enswre we continue on this journey
wae are setting ourselves challenging
targets to reach n the coming years

De La Rue pic Registered Number 3834125




Performance and financial review

Introduction

In 2013/14 De La Rue grew underiyng
operating profit by 43 per cent and revenue
by 6 per cent These results demonstrate
the significant progress the Group has
made by implementing its three year
Improvement Plan which has seen profit
grow from £40m i 2010/11 to £90m

n 2013/14

The Group's 12 month order book at

29 March 2014 was £218m, 5 per cent
tugher than the pnior year end The Curmency
business' order position was up 8 per cent
reflecting some significant contract wins
albert at reduced contribution levels

Thesa reduced contnbution levels reflect
the continuing overcapacity n the banknote
paper market which has led to a more
difficult pricing environment in the printed
banknote market

Amendments to the LAS 19 accounting
standard are effective for the 2013/14
financial year This requires the replacement
of the expected retum on assets and
interest charge on pension scheme
labilities with a net financing cost based on
the discount rate as well as the recogniion
of the pension scheme administration costs
in operating proft The mpact of IAS 19

in the cumrent penod has been to reduce
underlying operatng profit from £90 5m to
£89 3m, comparatves have been restated
as required by the standard

Financial resuits

Underlying operating profit {after IAS 19
adjustments) was up significantly at £89 3m
(2012713 £61 5m) reflecting the benefits
of the Improvement Plan, increased paper
and component volumes and a sttong
performance in identity Systems offsetting
a less favourable product mix in Currency
and raduced volumes in Cash Processing
Solutions The Improvement Plan reakised
savings of £20m in the penod, bnnging

the annual savings under the Plan to

£40m The Group underlying operating
profit margin improved to 17 4 per cent
(2012/13 12 7 per cent}) Foreign exchange
movements adversely impacted revenue
by £3m but mproved operating profit by
£2m {2012/13 adverse £3m and £2m
respectvely)

Undertying profit before tax increased by
51 per cent to £77 3m (2012/13 £51 3m)
despite higher net finance costs of £4 7m
(2012/13 £3 6m) and IAS 18 finance
charges of £7 3m (2012/13 £6 6m)
Undertying eamings per share increased
by 58 per cent to 60 7p (2012/13 38 5p)
Exceptional charges in the year totalled
£17 5m (2012/13 £7 6m) predommantly
due to asset impamments in relation

to the CPS business and the cost of
mplerneriing the Improvement Plan
Basic earnings per share were 47 3p
(2012113 37 4p)

Cotin Child
Chuef Operating Officer and
Group Finance Cirector

De La Rue Annual Report 2014 13

The Group has generated a good
undertying operating cash flow of £99 1m
{2012/13 £73 Om) Net debt at 29 March
2014 remamned modest at £89 9m, up
£13 2m from the pnor year end

Delivering the Improvement Pian
2013/14 was the final year of the three
year Improvement Plan which prowvided

a strong emphasis and focus on the key
areas of customers, revenue growth and
cost reduction and included a programme
of investment to Improve manufactunng
capability, qualty and efficency Although
the benefits of the lmprovement Plan have
been achieved, its culture of continuous
improvement has been embedded within
the Grroup and will lsad to further efficiency
gans in the future

Intiatives under the Improvement Plan have
delivered the following

« Country plans, firmly established
throughout the business and are integral
to the sales planning process

¢ [nnovation, new ndustry leading
technology centre fully ocperational with
a good new product pipeline

* Process mprovement, £19m of cost and
gfficiency savings delivered over the Plan

* Procurement, £14m of savings delvered
over the Plan

+ Faciity optimisation, two facilities
consclidated into existing footpnnt
generatng savings of £7m

= Standardisation, sales and operational
planning process deployed

Although good progress continues to

be mada on revenue growth inhiatives,
wa have yet to see ther full benefit due

to the more challenging market condrions

De La Rue pic Registerad Number 3834125
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Performance and financial review

continued

Currency

Currency performance 2013/14
Banknote prnt volurne at 6 2bn notes was
similar to the pnor year (2012/13 6 3bn)
Paper output volume was up 10 per cent
at 9,600 tonnes (2012/13 8,700 tonnes)
despite the contnuing overcapacity n the
banknote paper market

Revenue grew by 15 per cent to £342 7m
(2012/13 £298 1m) largely due to
increased direct banknote paper and
component sales In addition the average
pnce of banknotes sold was higher than
In the comesponding penod alber below
the histonc average for this mix of work

Undertying cperating profit mproved by
63 per cent to £62 Om (2012/13 £38 Om)
prncipally reflacting the benefits from

the ongoing cost reduction programme
together with the positive mmpact of the
higher revenues

At the year end, the Currency 12 month
order book, excluding currently suspended
orders, was up 8 per cent at £170m
(2012/13 £158m) The level of early orders
for 2015/16 15 encouraging

Solutions

Solutions performance 2013/14
Revenue declined by 5 per cent to

£181 2m (2012/13 £180 7m) largely as
201213 ncuded one off revenue items
in ldentity Systems Undertying operating
profit improved by 13 per cent to £28 5m
(2012/13 £25 2m) reflecting a strong
performance in Identty Systems offset
by a disappointing performance within
Cash Processing Solutions

At the year end, the Solutons 12 month
order book was £48m (2012/13 £49m)
These figures exciude order volumnes
which have yet to be confimed on
committed contracts

Currency' Revenue

4218

3406 3427

2010 2011 2012 2013 2014

Currency year end 12 month order book
£m

2010 201 02 2013 2m4

Solutions. Revenue

£m
1923 1907
1812
1715
14548
2010 M 02 2013 24

Currency Underlying operating profit
£m

084
620
455
380
265
2010 201 202 2m3 2014
Da La Rue Annual Report 2014

Sohutions year end 12 month order book
m

67

49 a8

2010 20m 22 M3 204

14

Solutions: Underlying operating profit
£m

%2

178

139

108

2010 am 202 2013 204
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Cash Processing Solutions
performance 2013/14

The CPS business performance was
disappointing with revenues 6 per cent
lower manly reflecting reduced large sorter
sales and a reduction in service revenue
The lower revenue and increased machine
tnal costs on prospectve ¢rders resulted
n an undertying operating loss of £4 1m
{2012/13 £n) The business has a target
of achieving breakeven in 2014/15

The camrying value of the CPS intangible
and tangible assets has been reviewed

in the hght of the poor trading performance
of this business This has resulted in a
non-cash exceptional asset imparment
charge of £14 2m (see note 8}

Security Products performance
2013/14

Revenue grew by 2 per cent t¢ £46 2m
(2012/13 £45 1m) manly dus to iIncreased
passport and other secunty paper volumes
Underlying operating profit ncreased to
£10 6m (2012/13 £8 9m) ranly reflecting
the benefits of the Improvement Plan

and the full year effect of reduced costs
following the relocation of manufactunng
from Dunstable to the Gateshead factory

Identity Systems performance
2013/14

The Identity Systems business performed
strongly throughout the year Although
revenue deciined by 8 per cent to

£77 6m (2012/13 £84 4m), largely as

the comesponding penod included one

off sales in retation to the HM Passport
Cffice regional office roll out project,
underlymng operating profit increased to
£22 Om (2012/13 £16 3m) The increase In
underlying operating profit reflects a strong
performance across alf cperations largely
generated by further operating efficiencies
and within the International part of the
business, an unusually ligh number of
longer term contracts completed in the year

Cash Processing Solutions: Revenus Security Products: Revenue Identity Systemns: Revenue
£m £m £m
657 567 844
612 778
569 574 574 518 sS4 752
4y %02
628
320
M0 20m 2012 2013 2014 2010 20M 012 2013 2014 2010 201 Wz 2013 2014
Cash Processing Solutions: Security Producta: Identity Syatems.
Underlying operating profit Undertying operating profit Underlying operating profit
£m £m £m
20 1"z 220
"o
106
05 o0
011 02 2013 88 183
2010 204
71
85
35 28 24
41 2010 20m 012 20013 2014 2010 2011 2012 2013 2014
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Innovation at work

Government
database
Ureque product code
Product descnphon
Authentication status
Manutactunng location
and manufacturer
Customs and
XCISe scanner

De La Rue Annual Report 2014

Product
manufacturer

Do La Ruse tax stamp
comaimng nch data

Implementation of security

stamp schemes

De La Rue has been working closely with
manufacturers to facilitate the application
of tax stamps n ther factones by engaging
with them at the development and

testing stages of the stamps As a result
governments have seen faster acceptance
and implementation of tax starmp schemes,
which leads to higher revenues and a
reduction n dicit trade n a shorter penod
of time

De La Rue pic Regstered Number 3834125



Performance and financial review

continued
Key financial summary

2014 2013 Change
Revenue £513.3m £483 7m 6%
Underlying operating profit* £89.3m  £615m 45%
Reported operating profit £71.8m £539m 33%
Underiying profit before tax’ £rn3m  £513m 51%
Reported profit before tax £59.8m £437m 37%
Underlying earmings per share? 60.7p 38 5p 58%
Basic eamings per share 47.3p 37 4p 26%
Underlying operating cash fiow?® £991m £730m
Cash conversior! 111% 119%
Net debt £€898m E£767m
Drdends per share® 42.3p 42 3p

* Before an exceptonal operaing charge of £17 5m 2012413 £7 6m)

2Bafora exceptional charpes per note 1 and exceptional tax credit of £4 2m (2012/13 £6 5m)
? Underlying operating profit adpusted for deprecanan and the movement . working capital

* Undarlying operating cash fliow dwded by undarying operating profit

*Includes proposed final divdend

Exceptional items

Dunng the penod exceptional costs
of £17 5m have been charged
{2012/13 £7 6m)

The costs of mplementing the
Improvement Plan in the curent financial
year were £3 5m {2012/13 £7 6m) This
bnngs the cumulative exceptional charges
taken in respect of the Improvermnent Plan
to a total of £35 2m and a cumulative cash
cost to date of £29 Om

In addtion, £1 1m of charges were incured
In connection with the preparation of bids
for the supply of products or services
under muth year amangerments, £2 2m of
charges with regard to the resolution of an
overseas histonc indirect tax iability, £1 Om
of legal and professional fees incumed

in refation to an aborted acquisition and
£14 2m in respect of asset mparments in
relation to the CPS business (see note 9 for
detals) These costs were partly offset by

a gain on the sale of fixed assets of £4 5m
The 2013/14 net cash cost of exceptonal
tems was £4 Om

De La Rue Annual Report 2014

Dwvidend

The Board 1s recommending a

final dvidend of 28 2p per share

(2012/13 28 2p per share) Together with
the intenm dmdend pad In January 2014,
this will give a total dwdend for the year of
42 3p per share (2012/13 42 3p per share)
Subject to approval by shareholders, the
final dvidend will be pad on 1 August 2014
to shareholders on the register on

4 July 2014

The Board's normal dmdend policy

15 to mamntain a cover of 1 75 times on
underiying earnings The proposed total
dmdend for the year 1s covered 1 45 times
which, although below the pokicy level,
reflects the Board's confidence in the
underying strengths of the business

Cash flow and borrowings

Underlying operating cash flow, compnsing
undertying operating profit adjusted for
depreciation and the movement in working
capital, was £99 1m (2012/13 £73 0m)
This represents a cash converston ratio
{underlying operating cash flow dwvided by
underlying operating profit) of 111 per cent
{2012/13 119 per cent)

Cash expenditure on tems such as capital
nvestment, special pension contnbutons,
dmdends and tax totalled €112 3m

After allowing for the undertying operating
cash flow ncome of £99 tm this resulted
in an ncrease in net debt to £89 9m
(201213 £76 7Tm)

The Group utilises a £200m revoing credit
facility which expires in December 2016
Tha key financial covenants on this facility,
which the Group has operated well within
throughout the penod, require that the rato
of EBIT {a net interest payable be greater
than four times and the net debt to EBITDA
ratio be less than three times At the year
end the specific bank covenant tests were
as follows

EBIT/net interest payable of 18 O times
Net debt/EBTDA of 0 83 times

Capital structure

At 29 March 2014 the Group

had net habilties of £70 4m

(30 March 2013 £66 6m), predorminantty
reflecting the recognition of the long term
retirement benefit obhgations and
dvidends paid

The Company had shareholders' funds
of £235 5m {2012/13 £273 Om) and had
100 7m fully paid ordinary shares in 1ssue
(2012/13 99 7m) at the year end

Group working capital - advance payments
£m

409

2010 01 2m2 2013 2014

17

ﬁhﬂl expenditure relative to depreciation

Capital expenditura
Depreciation
37t
349
321
283

16 63
2012 2012 2013 2013 2012 2014
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Innovation at work

Bonding adhesve
Colour changing layer
Aluminium kinetic layer
Polyester

Secunty layer

Bonding adhesve

Paper banknote

Kinetkc StarChrome 1s a metallisad polyester
thread combining kinetic movement with
colour changing effect

De La Rue Annuat Report 2014
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Next generation security thread
Followang on from the development

{by De La Rue} of the first embedded metalic
thread in the 1940s, Kinetc StarChrome®
15 De La Rue’s latest prermum secunty
thread It was developed to encourage
and instgate pubhc authentication as

well as secure the banknote aganst the
counterfater This 15 achieved through the
integration of dynamic kinetic movement
and high mpact colour change

The thread untes two secure technologies
with nturtive effects to create an engaging.
robust and durable public secunty featurs
It 1 bunlt upon De La Rue's StarChrome,

a secure, proven and effectiva technology
This 1s combined with the kinetic movement
to deliver nstnctive public recogniion

De La Rue pke Regrsterad Number 3834125




Performance and financial review

continued

Interest charge

The Group’s net interest charge ncreased
to £4 7m (2012/13 £3 6m} predominantty
reflecting the higher average level of

net debt dunng the penod The IAS 19
related finance cost, which represents
the diference between the interest on
pension fiabiiies and assets, was £7 3m
(2012/13 £6 6m)

Taxation

The net tax charge for the year was
£119m (2012/13 £55m) The effective
tax rate, before exceptional tems, was

20 8 per cent (2012/13 23 4 per cent),
reflecting the reduction in the UK statutory
tax rates and the benefit of the introduction
of the UK patent box regime

Tax credits relating to exceptional

tems ansing in the penod were £0 9m
{2012/13 £2 1m} In addion there was
an exceptional credit of £3 3m (2012/13
£4 4m) in respect of the determination of
the tax treatment of pnor year exceptional
iterns, of which £1 7m credit related to
discontinued operations

Principal exchange rates used
in translating the Group's results

201714 2014

Averego Year ond

US dollar 159 1.66
Euro 1.19 1.2t
2012/13 2013

Averz(e Year enct

US dollar 158 152
Euro 122 118

Penston deficit and funding

Dunng 2013/14, specia funding payments
of £11 5m were made to the Group’s
defined benefit pansion fund (closed to
new members n 2010 and future accrual
from Apni 2013) The Group’s latest formal
{trennial) funding valuation of the UK
defined benefit pension scheme took place
on 5 Apnl 2012 and dentified that the
scheme had a defictt of £180m The special
funding arrangements reman unchanged
and are expected to etrminate the deficit

In ine with the onginal tmetabie by 2022

|AS 19 - Employee Benefits

The valuation of the UK pension scheme
under AS 19 pnnciples Indicates a
scheme deficit pre tax at 29 March 2014
of £165 6m broadly unchanged from the
pnor year (30 March 2013 £166 7m)

The charge to operating profit in respect
of the UK diefined banefit pension scheme
for 2013/14 was £1 2m (2012/13 £17m)
In addiion, under 1AS 19 there was a
finance charge of £7 3m ansing from the
difference between the expected retum
on assets and the interest on labilies
{2012/13 £6 6m)

Amendments to the LAS 19 accounting
standard are effective for the 2013/14
financial year This requires the replacement
of the expected return on assets and
nterest charge on pension scheme
habilibes with a net financing cost based

on the discount rate 1AS 19 requires
retrospectve adoption and therefore pnor
penods have been restated

The impact of the change has been

to increase operating costs by £1 2m
(2012/13 £1 7m), increase the net interest
expense by £6 7m {2012/13 £6 1m)

and reduce taxation by £1 8m (2012/13
£1 9m), with compensating adjustments

in other comprehensive Income leaving
equity unchanged This has reduced profit
after tax by £6 1m (2012113 £5 9m), and
reduced underying and basic EPS by 6 1p
{2012/13 59p)

The IAS 19 calculation 1s sensitive to small
changes in the base assumptions used in
the valuabon See note 22 for detals of the
impact on the scheme valuation

Analysis of the Group’s assets/{liabilities) and related cash/(debt) by currency

2M4 2014 N4 2093

Group Group Net Nat

axpots/ casiv asssts/ assats/
i~ e~ S
Stering {82.0) (71.3) {133.3) (151 9)
US dollar 28.5 (25.0) 3.5 39
Euro 40.8 (0.5) 40.3 636
All other IA 6.9 14.0 131
144 {89.9) (75.5) 713

Excluding non-controting nterest

Underlying effective tax rate before

exceptional items
Percentage
278 270
241 -
28
2010 2011 2082 2013 204
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Group working capital - trade working
capital
£m

Trade working caprtal compnses nventory plus trade
recavables less trade payables and atvance payments

7583

573

2010 2011 2012 203 20t4

19

Geographic revenue by destination
UK 23%
Rast of Europe 15%
Amsncas 7%
Rest of world 55%
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Innovation at work

UK

The entire network of De La Rue sites 1s working
together to ensure that we have effectve
business continuty capabiity for our customers

De La Rua Annual Report 2014

8n Lanka

Ensuring business continuity

The business continuty management
systermn operated at the Group head office
in Basingstoke, UK and at the banknote
manufactunng site in Debden, UK has
been certified to 1ISO 22301

The management system defined by

the ISO standard gives De La Rue a
robust preparedness by ensunng we
have identified contingency for our critical
actvties This protects aganst and
reduces the mpact of a disruptive event,
while ensunng our busmess continues
with mmmal impact to our customers

The award of this certfication 1s a
signficant achievement for De La Rue,
understood to be the first company in the
banknote industry to achieve this standard

Da La Rue pic Regstered Number 3834125



Risk and risk management

The UK Corporate Governance Code
requires the Beard to mamntan a sound
system of mtemnal control to safeguard
shareholders' nvestment and the Group’s
assets and at least annually to conduct

a raview of the effectveness of the Group’s
system of ntemal control

Dunng the year, the Board camed out s
annuat review which covered all matenal
controls ncluding financial, operational,
legal and technology controls and nsk
management systems The Board also
recaved information about the Group's
operations throughout the year, enabling

it to evaluate regularly the nature and extent
of the nsks to which the Group 15 exposed

Committed to effective risk
management

Effectve nsk management requires
collective responsibiiity and engagement
acrgss the entire business

The Board has overall responsibility for

the Group's system of internal control and
for reviewing its effectiveness It relies on
the Audit and Risk Committees to assist

n this process Detals of these commuttees
are set cut in the Audit Committee report
and corporate govermnance report on

pages 37 to 40

In addiion to nsk management beng

a Board level respensibility, members

of De La Rue's semor management team,
operating through the Risk Committee, are
accountable for identrfymg, mitgating and
managing nsk n thesr areas of responsibility

Management 1s responsible for
mplementing the controls which are
desgned to address 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 therr nature are designed
to manage rather than eliminate nsk

and can only provide reasonable but

not absolute assurance aganst matenal
misstatement or loss

De La Rue Annual Report 2014

System of intemnal control

Our system of internal control 1s built
on the pillars of effective govemnance,
nsk management, internal control
and assurance These are more fully
described below

Governance

* An organisation and management
structure winch operates across
the business to enable the delvery
of products and services to our
customers and operatonal control
of business actvities

The Board and s vanous committees
defing financial authorthies and operational
responsibilities which are designed to
enable effective decision making and
organisational controt

Annual strategic planning and budgeting
processes

Group central functions finance, human
resources, company secretanat and legal,
health, safety and environment, securty
and global information senices, which
have responsibiity to manage and improve
standards in their respectve areas of
responsibility across all our operations

Annual objective setting and performance
reviews

A Group policy framework which contains
the core polices with which employees
are required to comply, for example the
Cede of Business Pnnciples, Group
finance manual and other key finance,
operational, people, legal and information
serices policies

Defined delegation of authonties that
cascades throughout the Group

A system of monthly financial and
operational reporting by each operating
unit which involves companson of actual
resufts with the onginal budget and the
updating of a full year forecast

Risk management

= A formal nsk identification process
takes place to evaluate and manage
tha significant nsks faced by the Group
In accordancea with the requirements
of the UK Comorate Govemance Code

* A Group nsk register which identifies
the nsks faced by the business,
ther potential impact and ikelihood
of occurrence and the key controls and
management processes estabhshed to
mitigate these nsks Each of the Group's
business units and central functions also
martans a nsk register

¢ The Risk Committes meets twice sach
year to review the management of nsk
ansing out of the Group’s actmhes and
to monitor the status of key nsks and
actons at Group and business untt level

21

Internal control

* A control environment which defines
the detaled financal, operational,
compliance, securrty, pecple and
information secunty controls to be
apphed by all business operations

* Each site operates a control environment

to sabsfy legal, regulatory, Group and
customer requirernents

* Operational processes that govern
the way in which we operate such
as the qualty management process,
the technology management process,
heatlth and safety standards and
securty requirements

Assurance

* Annual control self assurance declarations,
which require attestation that controls
are being operated as required, are
completed by all De La Rue operations

* Other nternal assurance providers
= health, safety and environment,
gualty, securty and business continurty
— conduct reviews across De La Rue
operations to evaluate compliance with
required standards

s External audt conducts statutory audits
across our operatons as required

* Audits by external authonties and
customers are conducted for purposes
such as achieving or mamntaming 1ISO
accreditations and to ensure compliance
of ndmdual manufactunng sites with
customer requirements

* An outscurced internal audtt function,
which 1s subject to the controling
drection of the Audit Commuttes,
provides the Audit Committee with an
assessment of the Group's system of
internal control, through reviewing how
effectively key nsks are being managed,
and assists management in the effective
chscharge of therr responsibilhes by
camying cut appraisals and making
recommendations for mprovement

* The operation of a 24/7 whistieblowing
hotlne to enable reporting of breaches
of ethicaf or policy requirements

* The Audit Committee assists the Board
in dscharging its responsibility to review
the system of internal control

De LaRue pic Registered Number 3834125
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Risk and risk management
continued

Principal risks and uncertainties

The following pages set out the pnncipal nsks affecting the Group and are not fisted in any order of matenality In addition there may

be other nsks which are curently befieved to be immatenal, which could turn out to be matenal to the Group These nsks, whether they
matenalise ndmidually or simultaneously, could significantly affect the Group's busness and financial results Due to the very nature of
nsks, rmingating factors stated should not be viewed as assurances that actions taken or planned will be wholly effective

Risk Exposure Mitigation/Comment
Strategic nsks
Failure to mantain The Group operates In compettive The Group regularly reviews Iits research and davelopment portiolio
competitve and markets and our products and serices are as part of the strategic planning process and progress aganst
technologically charactensed by continually evoling industry indmdual research and development projects as part of its technology
advanced products standards and changing technology, drniven management process
and services by the demands of our customers Continued investment i nnovaton, research and development
Tachnological revolution or fallure to innovate and design capabiltiss dunng 2013/14 included the opening of
may result in loss of market share and our technology centre housing a state of the art matenals scienca
lower margins research centre, and the award of the Queen'’s Award for Enterpnse
Innovaton for Optiks™ super wide secunty thread
Cormrmercial nsks
The timing and The timing of contract awards can be Close and reguiar contact 1s mantained with customers so that any
frequency of uncertain Delays in awards may resuit in changes in requirements are recogmsed promptly
substangglncg:tract volatiity in mﬁglﬁroﬁﬁgm Sales actvty, order pipeline and forward order book are monitored
uneven performance to ensure that producton planning s optimised to deliver on tme and
Poltical factors can also delay government in full to our customers
hpkrgcluremer:tagﬁons fmnsruve products Any delays n order confirmation are monitared on a weekly basis to
pass| ensure that supply chain remains flaxible and 15 able to accommodate
required production planning changes
Failure to win or Failure to win or renew a matenal contract Relatonships with current and previous customers, together
renew a material could restnct growth opportunities and/or have with detatled courtry plans, ensure we are aware of opportunities
contract an adversae impact on the Group’s financal as they anse Our sales and commercial management teams focus
performance and reputation on tender responses which are governed through a ‘stage gate’
process that includes financial, technical, production, commercial
and contractual reviews
Qur track record of defivenng product innovation and our continuing
commitment to qualty and customer service, when combuned with
a commercial approach to tendenng, places us In & good position
to win or renew strategic or signuficant contract opportunities The
business maintains focus on retauning kay contracts as and when
they fall due for renawal
Operational nsks
Financial loss and/ Each of our contracts requires a unique product  An estabitshed guality management systern operates across all
or damage to to ba specified and delvered Some of these of our production sites which are all certified to ISOS001 quality
reputation as a resuft comracts demand a high degree of techrical management standards
of failing to detver specification On a contract by contract basis As part of the Improvement Plan, an operational excelience
progiuct to customer wo will be required 1o deliver 1O exacting
programme was introduced to further dnve continuous IMprovemeant
specification quality standards and any shortfall in quality 0rGss our manufactunng stes
management may expose us to addiional cost
to remake and/or warranty costs
Suppler fature The Group has close trading relatonships with QOur exposura 1s reduced by the fact that the Group can source
a number of key suppliers many of its components from within the De La Rue supply chan
Loss or falure of a key supplier, the nability Where external supply Is reguired, etther at the raquest of the
to source crtical matenals or poor suppher customer or where the Group does not have the required
performance in terms of quality or delivery manutactunng capability, established procedures for idantifying
could dsrupt the Group's supply and atity possibla nsks for each suppber are in place Key supplers are
to deliver on time and in full managed through a suppler relationship management programme
that includes checks on thew creditworthiness, ability to deliver to our
quality standlards and secunty and business continurty arrangements
Suppliers are audited on a rotational basis
As a contingency, alternatve supphers are pra-qualfied wherever
possible and whera nacessary we retain higher lavels of stocks
De La Rue Annual Report 2014 » De La Rue plc Registered Number 3834125



Principal risks and uncertainties continued

Risk Exposure Mitigatior/Comment
Operational nisks cont
Product secunty Thera 15 potential for reputational and financal Robust physical securty and matenals corrol procedures at
damage i the event of the loss of matenals production sites reduce the nsk of an inadvertent loss or theft dunng
trom a manufactunng site as a result of manufactunng Moverments of secunty matenals between Group
negligence or theft Loss of product while sites and onward delivery to customers ara conducted applying
in transtt, parbcularly dunng transhipment, stnngent operational procedures usng carefully selected carners and
through the failure of freight compantes or sutably screened personnal Al movernents are nsk managed and
through tha loss of an aircraft or vessal as a monitored globally on a 24/7 basis A comprehensive global insurance
result of an acedent or natural disaster, 1s also programime 1s mamntaned
possible The Group may be contractually liable
for those losses
Haalth, safety or All of De La Rug’s actmties are subject The Group operatas a robust HSE management system which is

emaronmental falure

to extensve internal haalth, safety and
environmental {HSE} procedures, procasses
and controls  Newertheless, there 15 a nsk that
fatture of process could, 1n the worst cass, lead
to a senous Injury or an envircnmental breach

internally audited and certified to the OHSAS 18001 and IS014001
standards in all major facites The Group HSE Committee regularty
reviews HSE performnance which is also monitored monthly by

the supply chan leadership The Board also recerves monthly
reports Each manufactunng facilty has clear HSE action plans
which are pnontised, monitored and subject 10 review by local
serior managemant to ensure that heafth and safety standards are
mantained

Loss of a key ste There are a number of key manufactunng sites The business has a high degree of intaroperability between sites for
across the busingss The total loss of any one banknote production and secunty pnnting We alm 1o mentmuse nsk by
of thesse key sites could have a major financial adopting the highest standards of risk engineenng in our producton
impact, particutarty where the site forms a processes, particularty to reduce nsks from fire hazards and the use of
single source of supply for the business flammable solvents

In 2013, De La Rue was accredited to 18022301 Business Conttruty
standard for its head office and Debden banknote production
operations (see case study on page 20}

In eeognihion of Increasing customer regiiirements on business
continuity standards, we continue 1o enhance busness continuity
rasihience across all of our mayor faclkies in ine with the 1SO standard

Legal / regulatory nsks

Breach of legal it 1 possible that employees acting erther In February 2014, De La Rue was fommally accredited as a Banknote

and regulatory indmdually or in coliusion with others could Ethics Iniatve member following a detalled audit of our ethics and

equiremeants act in contravention of legal or regulatory comphance processes complated by Independent auditors
requirements n relation to bnbery and
comuption and competion, resutting i MAOT The ethical standards of the business are articulated in the Code
reputational and financial damage 16 the of Business Pnnciplas which 15 supported by undarying policias,
business mgufarty reviewed and enforced robustly Non-compliances are dealt
with through disciplinary procedures whens necessary
Particutar focus 1s gven to the operation and development of our
ant-bribery and cormuption and competition law control frameworks,
supposted by delivery of relevant training
Overseen by the General Counsal and Company Secretary, the Group
has a process for the appontment, management and remuneration
of third party partners which operates independently of the sales
function The Group's whistleblowing policy and procedure forms
an integrat part of the comphanca framework

Informabon nsks

Cyber nsk The confidentality and integnty of our Al aspects of information securtty arrangements are regularly
customer, employee and business data could reviewed There are a number of controls in place to manage this nsk
be affected by factors that include human error, inciuding network segregation, access restnctions, System monitonng,
neffectve design or operation of key data secunty reviews and vulnerability assessments of infrastructure and
secunty controis or through breakdown of T applications
control processes Any compromise of the )
confidentiality of informaton could impact our The Grou[ %"rggi?; its corpnztfgtnet? r130227015;n;0mnnfm0n Securtty
reputation with curent and potential customers provision

Loss of core IT and interruptions could affect Our data centres are reslient and secure Drsaster recovery plans

systermns availlability

the Group's ability to conduct day to day
operatons Thess could be caused by physical
damage to the man data centres or malicious
cyber actvties

are in place to assist in prompt recovery from any significant system
outagas or interruptons  Business continutty arangements, including
business impact assessments and regular testing, are kept under
regular review and are subject to ndependent external venfication
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Innovation at work

BnEl

Independent
Support and
Assurance

Institute of Accreditation Extemnal

Business Ethics Council Audttor/Monitor

BnEl governance structure
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Raising ethical standards industry wide
De La Rue was one of six leading
companes across the banknote industry
who establshed the Banknote Ethics
Intiatve (BnEl) in 2013 The am of the
intative 1S to promote ethical business
practice, with a focus on the prevention

of cormuption and on complance with
anti-trust law within the industry

At the first meeting of the BnEl
Accreditation Council, chaired by Phillppa
Foster Back CBE, Director of the Institute
of Business Ethics, De La Rue was
accredited as a BnEl member, along with
two other compames, followming an in depth
independent audit

“I have no doubt that the inhative will
become acknowledged as setting the
gthical standards to which all suppliers in
the banknote industry will be expected to
perform " Anttt Heinonien, BnEl Chairman
and former Director, Banknotes, European
Central Bank
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Corporate responsibility

We are committed to:
Embedding the highest

ethical standards throughout

our business

Keeping employees safe
and secure when they
are at work

Building positive
relationships within the
communities where
we operate

Minimising the impact
of our operations on the
environment

Engaging with our
employees
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Qur approach to corporate
responsibility

A commitment to doing business
responsibly IS not only about doing the
nght thing Building refatonships with
customers, suppliers, communities,
nvestors and employees based on ethical
values and behawours and responsible
business practice helps us eam trust and
attract and retain talent Posrive actions
with respect to corporate responsibiity not
only create wicer benefits for society but
also contnbute to our commercial success

Accountability

Responsibility for assessing the impact

of corporate responsibity 1ssues on the
Group and setting appropnate policies

fies with the Board The Chief Executve

15 the Board member with designated
responsibdity, supported by the Executve
Committee, the Risk Committee, and

the Health, Safety and Environmertt
Committes, whose responsibilites include
making recommendations on health, safety
and envionmental strategy and dentiying
areas for mprovement

Ethics

All employees and business partners are
reguired to follow our Code of Business
Pnnciples when they are representing

De La Rue Tranmg on the Code s an
ntegral part of cur employee induction
process and third party partners all receve
traming on the Code and the standards of
ethucal behaviour expected by De La Rue

Since the Code of Business Pnnciples
was launched in 2011, a steenng group

of semior employees meets regularly to look
at ways to ensure that the principles are
embedded in everything we do

Dunng the year a team of site based Ethics
Champions was appointed to help us
understand and respond to the needs of
each sita in a focused and effective way
and ensure that each site has local support
and representation for Code of Business
Pnnciples related matters In May 2014
Ethics Champions attended a training
conference in the UK to ensure they are
fully equipped for the role

Our whistieblowing pohcy and procedures
are reviewed annually by the Audrt
Committee They enable employeas who
have concerns about the application of the
Code of Business Principles or business
practices within the Group to raise them
etther intemally or anonymously through
the De La Rue Codelune, a telephone and
emai helpline operated by an independent
third party The Board and Audit
Committee recenve details about any 1ssue
raised ard how it has been followed up

The Ethies Committee, made up entirely
of Non-executive Directors, 1s responsible
for monttonng and adwsing the Board on
ethical matters For further information see
pages 36 to 37
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Corporate responsibility

continued

Third party partners

All applications for the appontment

or renewal of third party partners are
managed by a central team which reports
directly to the General Counsel and
Company Secrstary The process I1s subject
to audit and external verificabion All third
party partners are subject to appropnate
due diigence and receive training covenng
anb-bnbery and cormuption, competition
law and third party partner policy

Human nghts

De La Rue fully supports the pnnciples

set out in the UN Universal Declaration

of Human Rights, in particular with regard
1o equal opportunity and freedorn from
discnmination, farr working conditions,
freedom of association and collectve
bargaming and the prohibibon of forced
and child labour Our Code of Business
Pnnciples covers human nghts issues
including whistieblowing, employment
pnnciples, health and safety, and protecting
personal information These pnnciples

are underpinned by specific global Group
policies and other relevant local workplace
policias which the business 1s required

to follow

Heatth and safety

We have a rasponsibility to safequard
the health and safety of all stakeholders
affected by our operations and keeping
employees safe and secure when they
are at work and traveling on business is
a pnonty Clearly defined responsibilities,
good communication and trammg,
hazard spotting, nsk assessments and
implementing appropnate controls at all
of our facilites help us to achieve this

All of our supply chan manufactunng sites
have mantaned OHSAS18001 cartfication
for therr health and safety management
systems, which s externally audited by
accredited providers

Bunng the year no De La Rue operation
was prosecuted for nfanging any heatth
and safety laws or regulations However,
we had ocne improvement nobice issued
by the Health and Safety Executve to the
Gateshead site n respect of legonella
management controls relating to a small
cooling tower and all recommended
actons were quickly closed

The Executive Committee and the

Board receve confirmation that all sites
comply with Group heatth, safety and
envronmental policies and any applicable
legslation through external and internal
audits on ther management systems
Sites are measured aganst any conectve
actions identified and these reports are
used to develop effectve mprovement
programmes

De La Rug works with its mam suppliers
and contractors to ensure thew health and
safety processes are robust Our focus

on machinery safety continues, with many
improvements completed this year

De La Rus Annual Report 2014

We have contmued to invest m and improve
our fire nsk management with several sites
upgrading spnnkler systems or equipment
with speciic fire suppression systems

We have managed to reduce both our
rumber of lost time accidents and the
total days lost due to accidental mjunes

by 30 per cent and injunes by 18 per cent
With continuing organisational changes we
have successfully mamntaned our positive
safety culture and excellent internal
reporting processes and continue to
engage employees i our safety training
programmes This year we have achieved
our targeted reportable imury rate (see
graph on page 11) and we will continue

to set robust heafth and safety objectives
and targets We continue to rnun the annual
health, safety and environment corporate
standards audit programme identfying
opportunties to improve and track the
agreed actons

Cur health and safety objectives for
201415 are

* To ahgn our HSE internal audit programme
with the operabonal excellence programme

* To achieve a reportable njury rate per
100,000 employees of 310 or lower

* To ensure that all older machinery 1s
assessed with regard to the latest EU
machinery safety standards

* To mantain our OHSAS 18001
certification at all supply chain
manufactunng sites

People

Communication

Following feedback fromn employees wa
have contnued to improve communication
at our supply chain sites In addition to dady
site walkabouts by heads of operations

and site management, weekly and monthly
scheduled team brefings take place to
kesp employees fully iInformed of business
developments Monthly briefings by the
managing director, supply chan, are now
open to front Ine managers as well as
middle managers and heads of operations
Human resources representatives also
ensure that they are accessible to employees
by regularty tounng our factory floors

As well as regular newsletters, ‘all hands’
calls for the Currency and Solutions
businesses are held, suppiemented by
more informal lunch meetings Thess
forums gve employees the opportunity to
ask questions directly to the management
teams The exchangse of nformation
between business areas and functions

15 encouraged either via nvitation to speak
at bnefings or arlicles In newsletters

Dunng the year members of the Executive
Cormmuittee wisited our main stes around
the world to explain Group sirategy

A toolkit of matenals to support the “Living
Our Values' campaign ts now betng rolled
out across sites to help embed them into
our cutture

26

Regular conference calls, open to

all employees, were hosted by the
Chief Executive and questions invited
For those unable to attend the calls,
an audio recording 1s made available
Videos of strategy updates are also
made available to all sites

A user group has been established

to review how our company intranet

15 used by employees and how it should
be developed to better meet the needs
of the busmess

De La Rue engages regularly with the
unions reprasenting our employess and
with the UK and European Works Councis
In addition to an annual joint UK and
European Works Council meeting at which
senior managernent present business
updates, steenng group meetings for both
forums are held throughout the year

Equality and diversity

Cur policy 1s to treat all employees

famty and equally in recrutment, trairuing,
development, promotion and in terms

and conditrons of employment imrespective
of ther sex, transgender status, sexual
onentation, religion or belief, mantal

status, il partnership status, age,

colour, natonality, national ongin,

ethric ongin, disability or trade union
membership or affilation If an employes
becomes disabled when in the Group's
employment, full support I1s given through
the prowision of special training, equipment
or other resources to facilitate continued
employment wherever possible

Every manager and employee has a
responsibilty to ensure that our equal
opportunities policy s iImplemented

To the extent permitted by relevant local
laws, the Group collects certain data on
stafi diversity

Gender dwersity

Empiloyees by gender (a3 at 29 March 2014)

Male 2,909 {73%)
Female 1,066 {27%)
Total 3,975

Semor managers by gender {as at 26 March 20t4)

Male 50 {85%)
Female 9 (15%)
Total 59

Dinciors Dy gender (23 a1 20 March 2014)

Male 4 67%)
Female 2 {33%)
Tota) 8

For further information about Board

diversity, see page 37
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Traning and development

Dunng the year cur human resources
strategy was approved by the Board

Qur vision 15 ‘a highly engaged, high
performing workforce, aligned and focused
on the key goals, with the capabilty to
delver sustanable growth’” To delver

this wision, supported by newly ariculated
values, the foundatons of our strategy are
based on key improvements in five areas

e Leadership

= Talent management
* Engagement

» Capability

« Performance

Intatves launched so far nclude a
{eadership capability programmse, which
replaces the personal development review
process for the senwor leadership team
The programme defines a set of seven
competencies aganst which the semior
leadership team has been assessed, and
the Executive Committee conduct quarterty
reviews of the assessments Traning
modutes have been developed to support
thaese key competencies

Personal development reviews have

been updated and akgned so perfomnance
measures are entrely consistent across the
Group The talent management process
has also been reviewed and updated to
ensure that ‘performance’ and ‘potential’
criena are better reflected and thus future
capabifty and talent are better identfied
and assessed

Two dedicated traners have been roling
out an operational exceflence training
programme to leaders across our supply
chain sites, from first level supennsory nght
up to the senior leadership team  Traning
compnses three modules Leadership,
High Performing Teams and ‘Aign’

To date traming has been delivered

to ¢150 employees

An ‘Insprational Managers' training
inhative was launched in Apnl 2014,
which fully aligns with the operational
excellence training and the leadership

capability programmes

Environment

The Group continues to measure
greenhouse gas (GHG) emissions ansing
from all of the actrities for which itis
responsible worldwide In response to

new mandatory reporting requirements

the Group has undertaken a thorough
review of s data collecton and reporing
programime with support from independent
specialist consuttants Carbon Clear
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Using an operatonal control approach

the Group has collected actity data and
reported on all matenal GHG emissions
including scopes 1 and 2 and an expanded
range of scope 3 The validity and
completeness of the data were checked
both internally and by Carbon Clear, with
the intemally assured data bemng used to
calculate the GHG emissions for the Group
KPMG LLP also reviewed the process used
for collecting and analysing the data

Tha calculahons performed follow the
1SO-14064-1 2006 standard and the
results presented in the table on page

28 gve absolute and intensdy factors

for Group emussions The Group uses
renewable energy and exports electmeoity
to the gnd at some sttes These practices
have been quantified and accounted for
against the Group's gross GHG emissions
to show a net reducton

Improvements to data collection techniques
and caleulation methods mean compansen
with pnor performance in most areas 18 not
relevant The emissions intensity, which is
reported relatve to Group revenues is 210
net tCOze per £m turnovar which will be

a new benchmark for the future

Water used per gross tonne of banknote
paper produced 15 dependent on product
mix and volume and also reflects
complexity of specifications and securty
features Water usage in absolute terms
increased by 17 per cent compared

with the pnor year reflecting Increased
production volumes, smaller produchon
runs, more maching cleans/changeovers
and tighter paper specifications resulting
in less water recycling The water used per
gross tonng of banknote paper produced
was up 5 5 per cent Overton milli1s

one of De La Rue's major installations

fts sole water resource 1$ groundwater,
which is abstracted and in tum cleaned
and discharged into the nver Test, within
500 metres of the pont of abstraction
The river 1s classified as a Site of Special
Screntific Interest protected by UK
conservation regulations We share the
keen interest shown by vaned stakeholders
n ensurng that the water quality and
quantity 15 optirmised for good ecology,
and so follow best practice regarding cur
use, treatment and release of freshwater
Qur water treatment faciittes meet and
exceed expected quality standards

as stipulated within the installation’s
environmental permit

Overton mil cleans and retumns to the rnver
at least 95 per cent of water abstracted,
which provides an important and valuable
contnbution to the ecology of the region

Examples of environmental achievements
over the past year include

* Mantaned 1ISO14001 certfication that
15 Independently extemnally audited for
all supply chan manufactuning stes with
only a few minor non-conformances
whuch were promptly rectified

* Reduction in our sold waste going
to landfil sites by 24 per cent over the
three year penod agamnst our target of
>10 per cent

* A reduced carbon footpnnt and improved
utiisation of fixed energy loads following
the closure of two UK sites and the
absormpton of many of the actvbes into
other UK sites resutted in a saving of over
3,000 tCOze in scope 1 and 2 emissions

* Reduction in our scope 1 and 2 carbon
ermussions (tCOz2e) from our direct
consumption of energy by over 12 per
cent over three years beating our plan
of 10 per cent (approximate reductions
of 3 per cent each year for three years)

Environmental objectives for 2014/15 are to

* Maintan 1IS014001 certdication for af
supply chain manufactunng sites and
work towards certfication for two other
areas of the business

* Reduce solid waste sent to landfill by
3 per cent each year dunng the three
year penod ending in 2016/17

* Reduce our direct energy consumption
N tCOze relative to Group revenue by
3 per cent each year dunng the three
year penod ending in 2016/17

Recycled and recovered solid wasts

as a percentage of solid waste
Percentage

74
L 72 72 71
2mo 20m 22 213 2014
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Corporate responsibility

continued

Greenhouse gas emissions 2013/14!

Tyvpe of emwssons Aciaty S0 9% of totaf

Direct (scope 1) Natural gas 37,505 35
Other fuels 1,048 1
Process emissions 34 g
Fugitive emissions 234 o
Owned vehicles 75 0
Subtotal 38,896 36

Indirect (scope 2) Blectncity 40,177 a7
Subtotal 40,177 ar

Indirect other (scope 3) Rail travel 2 0
Arr travel 8,803 8
Non-owned vehicles 271 0
Water 1,956 2
WTT all scopes? 18,403 17
Subtotal 29,434 27

Total gross emissions ({CCze) 108,507
Renewable electncity (tCOz2e) {19)
Electncny exported to gnd (tCCz2e) {891)
107,597
Intensity metnc
Total gross emissions (tCOze) 108,507
Total net emissions (1COze) 107,597
Revenus (£m) 513
Tonnes of gross COze per £m 21
Tonnes of net COz2e per Em 210
Notes

' Prior year data 3 not evalabla due 10 a0ophon of new reporting standards

2 Standard *wefl to tank’ carbon caiculabion

Community and chartable donations
The '200 For Good’ intiative was an
ntegral part of our 200 year celebrations
dunng 2013 Employees at our stes
around the world were encouraged to
support local causes and they rose to the
challenge by orgarsing and taking part

In numerous fundraising and sponsored
events and donating ther tme to help
local projects In the UK, actvities included
hosting student wisits at gur head office
and attending events to promote STEM
(science, technology, engineenng and
maths) subjects amongst local school
children In Maita empioyees planted 200
trees 1n a local family park, refurbished a
hostel and orgamised vanous fundrasing
events Employees in Sn Lanka donated
biood and donated funds to a children’s
cancer ward Qur Inang site in the USA
collected food for a local chanty
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The Group operates a Give As You

Earn scheme in the UK which enables
employess to make regular donations to
chanty from thewr pre-tax monthly salary
Donations are matched by De La Rue up
to £500 per employee per annum

The De La Rue Chantable Trust continues
to match funds raised by employees for
chantable causes and also distnbutes
funds to appropnate causes worldwide

Customers
Customer focus s a key part of our strategy

We have reviewed our approach to
customer surveys, locking at ways of
reaching more customers and using
different methods We have nvested in
software to enable the creation of bespoke
queshonnaires and our aim is to collect
meaningful nformation about the
marketplace as well as about De La Rue's
products and services

We attend relevant industry cenferences

to maamise personal contact with our
customers Regional conferences and user
group meetings are held on a regufar basis
and we run an annual ‘Advanced Banknote
Manager' course which i1s available to

our central bank and state pnnt work
customers

Suppliers

De La Rue applies consistent procurement
policies and processes to ensurs
accountability and sustainable value for
money while mimmising nsk and enabling
the Group to fulfil its legal and financial
obligations De La Rue expects its
suppliers to share the Group's commitrment
to best practice standards in health

and safety and environmental matters
Suppliers are also required to meet defined
Qualty, product secunty and business
contnurty standards

Suppliers are obliged to abide by the
Group's Code of Business Principles and
the United Nabons Convenbtion on the
Rights of the Child and International Labour
Orgarisaton Conventions 138 and 182

As part of our ongoing procurement
programme we will continue to monitor our
key cotton comber and knter suppliers

De La Rue subscnbes to the policies in the
UK Government's Prompt Payment Code
We undertake to pay suppliers on tims,
gwve them dear gudance, and encourage
good practice amongst our lead suppliers
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Innovation at work

Energy savings
baneafit the
environment

Better control of
hurmidity improves
manufactunng
process

De La Rus Annual Report 2014

Improved
anvironment
for employees

Working smarter to benefit customers,
employees and the environment

Qur operational excellence programme

is a business wide iNmative developed for
our supply chan function Through the
engagement of our workforce in intiatives
that improve manufactunng efficencies

we are abls 1o deliver recognisable benefits
to our customers

As part of our commitment to operational
excellence we have mvested significantly
I many areas of our businesses, INcluding
a state of the art HVAC (heating, ventilation
and arr condiionng) system at Overton mull
This system 1s expected to lead to annual
energy savings of c£350,000 and better
control of humidty, improving the
manufactunng process Employees also
benefit from an improved environment

in which to work
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Directors and Secretary

Philip Rogerson (69) Colin Chuld (56)
Charrman? 3 4 Chief Qperating Officer and
Group Finance Director®
Warren East CBE (52) Victona Jarman (41) Gill Rider CB (59)
Non-executve ' 2 3.4 Non-executve ) 234 Non-executve® 2 3.4
Andrew Stevenas (57) Edward Peppiatt (47)

Non-executve' ? 34
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General Counsel and Company Secretary®
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Philip Rogerson

Phipe was appomted to the Board on

1 March 2012, becoming Charman on
286 July 2012 He assumed executive
responsibiities on an mtenm basis
following the departure of the Chief
Executve on 29 March 2014 untii a

new Chief Executive 1s appointed Phillp
1s Chairman of both the Nomination
Committee and the Ethics Committee He
15 currently chairman of Bunz plc He was
chaiman of Cantlion plc until 7 May 2014
and was, until 25 Apnl 2012, charman

of Aggreko plc He was an executive
director of BG pic {formerly Briish Gas
pic) from 1992 to 1998, latterly as deputy
charman He ts charman of the Adwisory
Board of the North and East London
Commissioning Support Unit of the NHS

Warren East CBE

Warren was appotnted to the Board on
9 January 2007 and on 25 July 2013
was appointed Senor independent
Director Warren has been Chaiman of
the Audit Committee stnce 1 Apnl 2000
Warren was chief executive officer of
ARM Holdings plc until 1 July 2013 Heis
a non-executve director of Rolls-Royce
Holdings plic, BT Group plc, Micron
Technology Inc and Dyscn Limited

De La Rue Annual Report 2014

Colin Child

Colin was appointed to the Board as
Group Finance Director on 1 June 2010
With effect from 29 March 2014 he was
appointed as Chief Operating Officer on
an intenm basis following the departure
of the Chief Executive and will retain this
position untl a new Chief Executve is
appownted Colin was previously group
finance drrector at DTZ Holdings ple, and
pror to that he held roles as group finance
drector at Stanley Leisure plc, Fitness
First Pic and National Express Group PLC
He was a non-executive director of The
Rank Group Pic until 18 March 2014

He 15 a chartered accountant

Victona Jarman

Victona was appainted to the Board on
22 Apnl 2010 Victona started her career
in 1995 with KPMG, before moving to
Lazard Corporate Finance in 1998 where
she was chief operating officer of Lazard's
London and Middie East operations and
a member of ts European management
committee She has worked closely with
the boards of major FTSE comparnies and
businesses advising them on & vanety

of strategic options She 1S a chartered
accountant and a non-executive director
and chairman of the audit commuttee of
Hays plc

Andrew Stevens

Andrew was appointed to the Board on

2 January 2013 Andrew has extensive
ntermational expenence n the technology
and engineenng sectors, having spent
over 30 years operating across the globe,
including in North Amenca, Europe,

the Middle East and Asia He was a
director of Cobham plc between 2003
and 2012, where he held a range of
positions, becoming chief executive in
2010 untll stepping down from that role
In June 2012 Before that he held senior
positions n Rotls Royce, Messier Dowty
iInternational and Spirent plc Andrew 1S

a non-executive director of CAE In¢ and
Héroux-Devtek Inc, and non-executive
chaaman of AIM-Aviaton Holdngs LUimited

N
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Gill Rider CB

Gill was appointed to the Board on

22 June 2006 and since 26 July 2007 has
been the Charman of the Remuneration
Committee Gill worked for Accenture

for 27 years, and was a global executive
committee member from 1998 to 2006
Gill spent five years, untd May 2011, as
Director General in the UK Government's
Cabwnet Office and as Head of the Cwil
Service Capabilty Group She 1s president
of the Chartered Institute of Personnel
and Development, chair of the University
of Southampton Council, a non-executive
director of Pennon Group plc and a
non-executive director and charman of
the remuneration committee of Charles
Taylor Consulting plc

SWnoooy

Edward Peppiatt

Edward was appointed as General

Counsel of De La Rue plc on 1 March

2009 and as Company Secretary with

effect from 1 Apnl 2009 He 1s Chairman

of the Risk Committee Edward was

previously general counsel and corporate

secretary of Chnstian Salvesen PLC and

before that practised as a corporate

lawyer in the City ‘

' Member of the Audit Committee
2Member of the Ethics Commuttee
IMember of the Nomination Committee

* Member of the Remuneration Committee
S Member of the Risk Committee

Ages siated are those on 29 March 2014
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Corporate governance report

Philip Rogerscn
Charman
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Chairman's introduction to the
corporate governance report

Dear Shareholder,

De La Rue’s corporate governance
framework ts designed to faciltate and
ensure that high standards of corporate
governance are maintaned to safeguard
shareholders’ interests and sustain the
success of the Group over the longer

term Under the Board's leadership,

De La Rue has put in place comprehensive
policies, management structures and
processes that are applied ngorously to
ensure that the Company complies with
the requirements of the 2010 and 2012
UK Comporate Governance Codes

{the Code) a copy of which 5 avalable at
www frc org uk The Code contams broad
prnnciples together with more specific
provisions which set out standards of good
practice in relaton to Board leadership and
effectiveness, accountability, remuneration
and relations with shareholders The
corporate governance report descnbes
how these pnnciples have been appled

by the Group dunng the year ended

29 March 2014

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

as defining the jobs of the Charman, Chisf
Executive, Group Finance Director and
Non-executive Directors The corporate
governance policies are reviewed and
amended to reflect changes to legislation
and good practice Revisions were last
made in March 2014

Dunng the year to 29 March 2014, as
detalled below and in the nsk and nsk
management report and directors’
remuneration report on pages 21 10 23
and 41 to 58 respectvely, the Company
comphed fully with the requirements of the
Code save in respect of the separation

of the roles of the Chaiman and Chief
Executive from 29 March 2014 when |
assumed execulve responsibilities pending
the appontment of a new Chief Executive

Strong comporate governance will continue
te be the dnving force by which the

Group s run This will enable tha Board to
achieve its objectives while complymg with
the required standards of accountabnlty
and probity, through a combinabon of
comprehensive internal policies, ngorous
processes and controls, strong leadership
and measures designed to create a culture
n which high standards of ethics and
integnty are nstinctive

Philip Rogerson
Chasrran
28 May 2014

Governance principle: leadership
The Board s collectively accountabile

to the Company’s shareholders for good
corporate governance and all Dwectors are
responsible for comphying wath therr legal
and fiduciary obhgations The Directors’
biographical detalls are on pages 30

and 31 and demonstrate the skills and
expenence of the Board The Chairman
and each of the Non-executive Directors
has a breadth of strategic, management
and financal experience, giving them the
ability to constructively chaflenge and
scrutimise performance

The core obyectives of the Board are

* Delvering value to shareholders and
other stakeholders

* Mantaning the Group's reputation
for mtegnty as the foundation of
its relahonship with stakeholders,
shareholders, customers, staff and
supplers

* Bulding leng term success through
Innovation, qualty and sound
management

Board compostion and responsibilities
Members of the Board as at 29 March
2014 and ther Commuttee memberships
are on pages 30 to 31

Following the departure of Sir Jeremy
Greenstock on 25 July 2013 and Tim
Cobbold on 29 March 2014 and as at the
date of this report the Boand compnses
four ndependent Non-executive Directors,
the Executve Chasrnan and one Executve
Director The Board has concluded that

its composition throughout the year was
appropnately balanced and will reman so on
the appommtment of a new Chief Executive

Dunng the year the Board held nine
meetngs Details of attendance at Board
and Committee mestings can be found
on page 34 Dunng the year there was a
clear dmvision between the management
of the Board and the Executve Directors’
responsibity for managing the Group's
business However, no indmidual or small
group can dominats decision making
Until 29 March 2014, the roles of the
Chairman and Chief Executive were
separated and clearly defined and will
continue o be once a new Chief Executve
1S appointed
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The Chaman 1s pnmanly responsible

for the working and ieadership of the
Board and ensunng its effectveness
The Charman prowvides continusty,
expenence and governance to the Beard
process In particular the Chairman will
act in such a way as to ensure that

* The Board takes balanced and objective
decsions in the performance of s
agreed role and functions

* The Board sets a strategy for the future
of the business and recruits and retains
the people In the Group it needs to
implement that strategy

* High standards of corporate governance
and probity throughout the Group are
established and mantaned

* Shareholders are kept properly informed
on all mportant matters

In addition to its routine business, matters
considered by the Board in 2013/14
inchuded

» Health and safety

= Presentations on the business units’
performance and strategy

* Group strategy

* Full and haff year financial statements
* Forecasts and budgets

» Regulatory announcements

» Annual report and accounts

* Dividends

* Monthly Executve Directors’ reports
« Secunty

* Review of governance policies and
procedures

* Delegation of authonties

* Succession planning

« Leadershuip and management capatilty
*» Board effectveness

¢ Investor feedback

* Review of conflicts of nterests

The Chief Executive 15 responsible for
running the business and implementing
Board strategy and policy In particutar
the Chief Executve has operatonal
responsibility to

* Maintain a senior management team with
the appropnate knowledge, expenence,
skills, atttude and motvation to manage
the Group's day to day actmties

« Exercise personal leadership and
develop, on an ongong basis, a
management style which encourages
excellent and open worlkang relationships
at all levels within the Group
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* Ensure, through the Group Finance
Dwrector, the mplementahon, control and
coordination of the Group’s financial and
funding policies approved by the Board

* in conunction with tha Executive
Committeg, compnsing business unit
managng directors and other senior
executives, present strategic options
for growth in shareholder value

* Ensure that the Group has n place
appropnate nsk management and
control mechanisms

* Set the operating plans and budgets
required to deliver the agreed strategy

The rcle and responsibilities of other
Drectors are also clearly defined Full
detals are set out on the Group's website
The Executve Directors and the Executive
Commitiee operate within clearly defined
hmrts of authonty delegated by the Board

Board changes
Srr Jeremy Greenstock refired from the
Board following the AGM in July 2013

Tim Cobbold resigned from the Board
on 29 March 2014

Piilip Rogerson assumed executive
responsibities on 26 March 2014 on an
intenm basis untd a new Chief Executive

15 appointed

Colin Child, Group Finance Director,
was appointed Chisf Operating Officer
on an intenm basis on 29 March 2014
untl a new Chief Executive is appointed

The Non-executve Directors hold letters
of appointment which will be displayed
at the AGM, together with the Executive
Directors’ service agreements and
Drrectors” indemnification agreements

Role and operation of the Board

The Beard has a programmae of meetings
dunng the year and 1t also meets on an
ad hoc bass as required The Board's
core procedures are set out in the terms
of reference for the Board, its Committees
and Directors and include the control

of nsk

To ensure Directors mantam overall control
over strategic, financial and compliance
issues, the Board has reserved certan
matters to itself, generally being those
tems which afiect the shape and nsk
profile of the Group These matters are
reviewed regularly by the Board Full details
are set out on the Group's website Kay
aspects of the Board's role include

¢ Determining the responsibilities of
Directors, in parbcular those of the
Charman and Chief Executive

= Approving internal control processes

* Approving the final and intenm financial
statements

* Approving, In conjunction with the
Audt Committee, the recommendation
of dmdends
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* Approving appomntrments to, and
removals from, the Board and the
termns of reference and membership
of Board Commuttees

* Approving the Group's strategy and
annual budget

* Authonsation of authonty levels, financial
and treasury policies and any matenal
acquisthon or disposal

Subject to the provisions of relevant
statutes, the Company’s articles and any
direchions given by special resclution, the
Drirectors may exercise all the powers of
the Company

Role of Non-executive Directors

The Non-executive Directors, all of

whom are consicdlered by the Board to ba
ndependent as at 29 March 2014, have
an appropnate range of business, financial
and international expenence which i1s
relovant to the Company’s actmties and
which allows them to constructively assist
in the development of strategy None

of the Non-executive Directors holds a
matenal shareholding in the Company
Under the Code, Phiip Rogerscn ceased
to be mdependent upon his appointment
as Chawrman on 26 July 2012 but the
Board considers that his contribution

and chjectvity in Board and Committee
discussions were fully consistent with those
of an independent director

Warren East 1s the Senior Independent
Director Shareholders may contact

the Senior Independent Director if they
consider that thesr concerns are not being
addressed through normal channels
Non-executive Directors confirm on
appomntment, and any re-appointment,
that they are able to allocate sufficient time
to enable them to discharge ther duties
properly Directors who have been unable
to attend Beard or Comimittee meetngs
have made known ther views on perttnent
matters before the meeting

Non-executive Directors are expectad to
participate actively n Board discussions
invohing the following key elements

* Strategy constructvely challenge and
contnbute to the development of strategy

« Performance review the performance
of managernent in meeting agreed goals
and objectives

* Risk ensure that the financial and other
information s accurate and appropnate
o enabls the Non-axecutive Directors to
fulfil ther roles and that financial controls
and systems of nsk management are
robust and defensible

* Pegple contrbute to the development of
appropnate levels of servor managernent
(including Executve Drectors) and
succession planning
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Corporate governance report

continued

Board committees

The Board has established a number

of Commuttees, the pnnapal ones being
Audit, Remuneraton, Nomination, Ethics
and Risk Terms of reference for each
Committee are avalabie on the Group's
website The Board Is satisfied that the
Committees have the appropnate balance
of skills, expenence and independence
and that they discharged thewr
responsibiities satisfactonly Membership
of these Commuttees is given on the
Directors' biographies on pages 30 and
31 Reports on the actnties of each of
the pnncipal Committees are on pages 36
to 42 Detals of key actvties undertaken
by the Health, Safety and Environment
Commuttes and Risk Committee are on
pages 25 and 37 respectively

Semior management and adwisers are
invited to attend Board and Committee
meetings where appropnate to contnbute
to discussions and advise members

of the Board or Committee on relevant
matters The involvement of senior
management addttonally helps strengthen
the relationship between the Board and
senior management and helps to provide
the Board with greater understanding of
operations and strategy

Board protocol

The Board timetable ensures that

the Board receves regular reports

and presentations from the Executve
Directors, operatonal managing directors
and key functional heads

Directors recenve agendas and Board
papers generally saven days before each
Board meetng, minutes are crreulated as
soon as passible after the meeting The
Board reviews progress on implementing
achons ansing from the Board and s
Committee meetings each month

There 15 also a defined procedure for
dealing with urgent matters between
Board meetings

Any Director can request addtional
information from management at any
time All Directors have direct access to
the advice and services of the General
Counsel and Company Secretary who
1S responsible for ensunng that Board
procedures are followed The Board
decides the appantment and removal of
the Company Secretary
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Governance principle. effectiveness
Board evaluation and effectiveness review
The Code requires that the Board
undertakes an annual evaluation of its own
performance and that of ts Committees
and ndnadual Directors and to do so
externally at least every three years

The performance evaluation for 2013/14
involved the use of an external Independent
faciitater, Linstock Limited

The review process invelved completion

of online questionnaires which focused

on Board composttion, expertise and
dynamics, Board support and process,
structure, behawviours and other key

1s5Ues such as strategy and succession
The review also addressed delvery of the
Board's cbjectives and any issues identified
dunng the previous review or which
became relevant dunng the year A report
on the performance of the Board and each
of the pnncipal Committees was compiled
by Linstock and presented to the Board
and each relevant Committee as a basis
for discussing and agreeng appropnate
actions for the forthcorming year The Risk
Committes was evaluated by the Board

The Chairman and sach Committee
Charman has discussions with each
Director or Committee member based

on the responses The Semor Independent
Director s responsible for appraising the
Chairman's performance in discussions
with the Non-executive Directors in the
absence of the Charman The Chairman
and the Non-executive Directors also mest
in the absence of the Executive Directors

The Board and indmdual Committees
considered the cutput from the review

In May 2014 and concluded that the
performance of the Board, its Committees
and indmdual Directors was effective

Any areas for mprovement are agreed

by the Board

Directors’ terms of appomntment

Executive Directors are employees

who have day to day responsibidiies as
executives of the Group in addrtion to therr
duties as Duectors Each Executve Director
entars a service contract on appointment
(ses page 49 for further nformation)

Non-executve Directors are generally
independent of the Company, are not
employees and do not participate in the
daty business management of the Group
Non-executive Directors receive a letter of
appomntment setting out the conditions of
ther appontment Non-executive Directors
are appounted for an inthal penod of three
years, which may be extended with the
agreement of the Board (see page 35

for further informationy)

Service contracts and letters of appontment
will be avaiabie for Inspection at the AGM

Cutside commitments

The Directors' biographies and other
appontrments appear on pages 30 and

31 The Board's policy is that the Chairnan
and Executive Directors should accept
appointments to the boards of other
companies only with the pnor approval of
the Board Non-executwe Directors must
seek the agreement of the Chaimman and
confimnation by the Board before accepting
addhional commitments that may affect the
time they devote to therr role The Board

Is satisfied that these cormmitments do

not conflict with thewr ablity to cany out
effectively ther duties as Directors of

the Comparny

Detais of attendance at Board and Committee meetings
The number of Board meetings and Committee meetings attended by each Director

dunng the year was as follows

DOwectors aftendance Audcht Etfes Nomnaton  Hemuneraton
2318 Board Committee Commuttes Commuttea Committes
Number of meetings held g 4 2 2 4
Colin Chid 9{9) - - - -
Tim Cobbeld (8 - - = -
frasgned 29 March 2014}

Warren East 99 4 (4) 1(2) 2(2) 4 (4)
Sir Jeremy Gresnstock 213 22 - () -
{resgned 25 July 2013)

Victona Jarman 99 4(4 2(2) 2(2) 44
Gil Rider 9({9) 4(4 2(2) 2(2) 4(4)
Phillp Rogerson 9(9) 4 (4) 2 2(2) 4(4)
Andrew Stevens 9(9) 4 (4) 2(2 2{2 4{4)
Note

Figures n brackeats denote the macamum nurmber of meetings that could have been attended
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Appomtments and annual election

All Directors are required to submit
themselves for annual re-election New
Dwrectors are subject to elechon by
shareholders at ths first opportunity after
ther appomntment Non-executive Directors
are appointed for an intial penod of three
years with the expectation of one further
three year term subject to satisfactory
performance and annual re-election by
shareholders Tenms beyond this penod
are considered on a case by case basis

The Board, having camed out the
effectiveness and evaluation process,
considers the performance of each of the
Dwrectors standing for re-election at this
year's AGM to be fully satisfactory and is
of the opinion that they have demonstrated
ongoing effectveness and continued
commitment to the role

The Board strongly supports ther
re-election and recommends that
shareholders vote in favour of the
resolutions at the AGM

Succession planning

The Board reviews its composttion at least
annually, assessing the skills profile, dversity
and type and number of Non-executive
Directors requwed to enable the Board to
perform effectively The Board also reviews
the Group's nternal talent review process
in planning Executve Director and senior
management succession
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Induction and training

All new Directors receve an induction

on joining the Company, for which the
Chanman s responsible This covers

such matters as the strategy, operation
and actavibies of the Group (including

key financial data and business, social

and environmental nsks to the Group's
actnvities), corporate governance matters
such as the role of the Board and mdmdual
Committees, and the Group's corparate
governance procedures as outined n this
report They are advised on the duties and
obligations of directors of a sted company
Site visits and meetings with senior
managerment are also ammanged Any newly
appointed Director, who has not previousty
been a director of a hsted company, IS
invited to attend external training covenng
such duties and responsibidiies

Directors are bnefed, where appropnate,
by the Group's external advisers and
functional management on changes to
legsslation, regulahon or market practice
Briefings from indmvidual busnesses

are also recenved throughout the year
The Directors have the opportunity of
attending appropnate fraining sessions

The Board wistts at least one operational
site each year (Gateshead and
Westhoughton in 2013/14) Drrectors are
also encouraged to wsit other sites and
meet with staff The General Counsel and
Company Secretary, In conjunction with
the Chairman, ensures that there is proper
communicahon betwesn the Board and
its Committees and senior management
and that Non-executive Directors receve
appropnate information The Chamrman
reviews and the General Counsel and
Company Secretary facitates nduchon
and other professional development

as required  All Directors have access

to the adwice and servces of the
Company Secretary

Directors may take independent

professional advice at the Group’s expense,

atthough no such adwvice was sought
dunng the year

Other Board matters

Conflicts of interests

Directors have a duty to avod a direct

or indirect interest which conflicts, or may
confiict, with the interests of the Group
unless that conflict has been authonsed
by the Board Such confiict may anse

by reascn of a situation or a specific
transacton The Board has established

a process to review at least annually and,
if thought appropnate, authonsse any
conflict of interest and has camed out such
areview dunng the year and authonsad

all Directers’ situational conflicts Any
transactional conflicts are reviewed as they
anse Dwectors are asked to review and
confirm reported conflicts of interests as
part of the year end process

Inclernnity

To the extent permitted by the Comparnies
Act 2006 and the FCA Listing Rules the
Group indernnifies certan officers so that
the Group may advance defence costs

n ¢vil or regulatory proceedings on such
termns as the Board may reasonably
determine but any advance must be
refunded # the Director or officer 15
subsequently convicted The mdemnity
will not provide cover whers the Director or
officer has acted fraudulently or dishonestly

Corporate responsibility

Information on the Group's iIntiatives and
commitment to corporate responsibility
can bs found in the corporate responsibilty
report on pages 25 to 28

Internal controls

The Company has comphed with the
provisions of the Code relating to internal
control, which require the Board to review
the effectveness of mternal controls and
to have n place an ongoing process for
dentdying, avaluating and managing

the key nsks ncluding financial and
non-financial, operational and compliance
controls and nsk management systems
Further details are contaned n the nsk and
nsk management report on pages 21 to 23

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 concluded s latest
review in Apnl 2014

This does not extend to associated
companies or joint ventures where the
Group does not have management control
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Corporate governance report

continued

Governance pninciple: accountability
Financial and business reporting

The Dwectors consider the annual report
and accounts, taken as a whole, 1 far,
balanced and understandable and provides
the information necessary for shareholders
to assess the Group’s performance,
business modsal and strategy

investor and shareholder relatons

The Company places great importance on
communications with and accountabilty to
shareholders An audited annual report and
accounts 1 made avalable to shareholders
ether i hard copy by post or via the
Group's webstte and the intenm staternent
15 posted on the Group's webstte Other
information about the Group 1s also
avatable on the website ncluding curent
business strategy, historical financial data
and recent presentation matenals

Announcements are also regularly made
by the Company through a Regulatory
Information Service to the London Stock
Exchange The shareholder register is
actively monitored The Group conducts

a dedicated investor relations programme
with institutional investors which includes
vanous formal events dunng the year,

as well as a regular senes of one to one
and group meetings [In February 2014,
the Group hosted a sell side and investor
presentation at its Basingstoke and
Overton facililes, which included tours of
the technology centre, Overton mill and
holographics areas The tours focused

on operational matters and the purpose

of such events is to highlight a particular
1ssue, theme or announcement that the
Group belisves warrants further exptanation
or clanfication The views of shareholders
and analysts' and brokers' reports are
reported to the Board and from time to time
a survey of instrtutional shareholders’ views
15 camed out by the Company's brokers

The Charman and the Senior
Independent Director are avadable to
meet key shareholders to discuss strategy,
governance and other matters To mark
the 200th anniversary of the foundation
of De La Rue, the Company hosted an
external event in 2013 with Board and
Executve Committee members present
Thus took the form of an exhibrion of
tems from the De La Rue archive and
demonstrations of some of the Group's
technolegies such as banknote design
and cash processing equipment
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All holders of ordinary shares are entitled
to attend the AGM and receve the

notice of meetng which 1s posted at

least 20 working days before the AGM
They are also entitled to speak at general
mestings of the Company, to appomt one
or more proxies or, if they are corporations,
corporate representatives, and to exercise
voting nghts  Shareholders may vote and
appoint proxes electronically Shareholders
are encouraged penodically to register
ther email addresses so that they may
benefit from immediate communication

of the publication of the Comparny's notice
of meetings and our onfine annual report

At this year's AGM, voting on resclutions
will be conducted on a poll, the resuits
of which will be made availabie to
shareholders on the Group's website At
the meeting, the Charman will provide a
trading update and the Chairmen of the
Board Committees will also be present to
answer questions on any matters relating
to the Group's business Shareholders
also have an opportunity to meet Drrectors
informally after the meeting

Committees of the Board

Ethics Committee report

The Ethics Commitiee was formed

N 2012 compnsing all Non-executive
Directors and chared by the Chaiman
with the Chief Executve in attendance
The General Counsel and Company
Secretary 1s Secretary to the Committee
and adwvises on governance The
Committee is responsible, on the Board's
behalf, for revieming comphance with

the Group’s Code of Business Pnnciples
({CBP} De La Rua 1s committed to the
preservation of its reputation and integrty
through compliance with applicable laws,
regulations and ethical standards across
all temtones in which it operates The
Cormmittee considers recommendations
on ethical matters made by external
regulatory authonties or other bodies and
makes recommendations to the Board on
how they shoutd be applied n De La Rue
and undlerines the Group's commitment
to ensunng that business ethics are a
fundamental and enduring part of the
Group's culture

The main responsthiiities of the Ethics
Committee are to

* Adwvise the Board on the development
of strategy and policy on ethical matters

* Advise the Board on steps to be taken to
embed a culture of integnty and honesty
in all of the Group's business dealings

* Oversee the Group's policies and
procedures for the denbification,
assessment, management and reporting
of ethical nsk

* Oversee the development and
adoption of, and compliance with,
the Group’s ethicat due dilgence
poicies and procedures covenng
business relationships, including third
party partners (TPPs) and mergers,
acquisitions and major new projects

» Oversee the investigation of any
matenal tregulanties of an ethical
nature and review subsequent findings
and recommendations

The Group delvers high profile secunty
pnt products to customers across the
world, offering them securnty, confidence
and efficiency It 15 essentiat that the
Group maintans the trust and confidence
of ts customers, and everyone it deals
with both inside and outside the Group,
by demonstrating complete ntegnty

n the way the Group and its business
partners behave

The Group has clear core values and
pnnciples which govern how the Group
does business and which everyons within
the Group must follow The way the Group
delvers these will be reflected in the way
that the Group competes for business

and delivers its services We believe that
by commutting to these values, supporting
the business objectives and adhenng to
the expected behaviours, De La Rue will
strengthen the culture of the business and
the mdlustry tself and work towards achieving
De La Rue’s vision to be the leading
provider of secure products and serices,
touching the lves of everyone, everyday

The Banknote Ethics Inative (BnER}
Accreditaton Council accredited De La Rue
as a BnEl member at tts first meeting

m February 2014, following a detaled
audt complsted by ndependent audrtors
GoodComoration {(GC) BnEl sets out a
ngorous framework for promoting and
mamtaining high ethical standards in the
industry and requires members to commit
1o a code of Ethical Business Practice that
was deveioped i partnership with the
Instrtute of Business Ethics Comphance
with the code s ngorously tested

through an audt framework developed

in coryunction with GC, recognised
worldwide as a leading company in the
field of assunng corporate responsibility
and business ethics The inhatve was
established to promote ethical business
practice, with a focus on the prevention

of corruption and on comphance with
ant-trust law within the banknote industry
The Group played a leading role in the
establishment of the intiatve
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De La Rue's ethics and business integnty
programme includes

* Anti-bribery and corruption and anti-trust
controls - regular audits are undertaken
of the Group's anti-bnbery and coruption
policies and processes An intemal audht
on the TPPs process was alse undertaken
dunng the year Targeted tramning took
place dunng the year and will continue
dunng the forthcorming year in relation
to all relevant employees and TPPs

* CBP - general refresher sessions took
place for all head office staff through
the use of ethical dilemma traiming
The appomntment of ethics champions
to all major sites was introduced dunng
the year to ensure that each site has
local support and representation for
CBP related matters

¢ Gifts and hospitalty = in support of the
CBP the Group ranvigorated ts grits and
hospitality policy dunng the year All gifts,
hospitalty and entertainment offered,
given or received above a certan value
are required to be recorded The Ethics
Committee penodically reviews the gifts
and hospitalty gven or receved by the
Executve Directors

= Whistleblowing - since 2004, employees
have been able to access a confidential
reporting ine to report concerns about
any alleged malpractice within the Group
The provision was enhanced recently with
employees now able to report concems,
anonymously where necessary, through
emall as well as by traditional telephone
and written reporting routes The Board
and Ettics Committee recenve regular
updates on whistleblowing reports
receved and key nvestigations bemng
undertaken The Audit Commitiee reviews
the arrangements in place annually

* [nsider trading - relevant employees
who have access to inside information
are advised of therr responsibilities under
the insider deaking rules and all new
employees are acvised of the share
dealing and market abuse policy which
the Company has in place

Nomination Committeg report

At the date of this report the Nomnation
Committee consists of four independent
Non-executive Directors and the Charman
{who chars the Committee) and {once
apponted) the Chief Exacutve
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The Committee meets at least once a year
and otherwase as necessary and makes
recommendations to the Board with
regard to any vacancies for Executive or
Non-executive Directors or other changes
te the composttion of the Board that are
considered necessary The Committes has
the power to employ the services of such
adwisers as it deems necessary m order to
carry out its responsibihes The Committee
dlso reviews the time commitment
required of Non-executive Directors at
least once a year The Board as a whole
approves the appontment and removal of
Drrectors and retans appropnate executive
search consultants, having prepared a

job specification for the particular role

to be filled

The Committee and the Board recognise
and understand the importance and
benefits of gander diversity and currently
have two female Non-executive Directors
(33 per cent of the Board) The Board
expects to mamtain the number of women
Directors to at least the current level,

while maintarming flesibility to ensure that
all appointments are made on ment,
regardless of gender

The Group's equalty and diversity policy
s discussed further in the corporate
responsibiity report on page 26

The Committee met twice dunng the
year and the pnncipal actvities of the
Committes dunng the penod included

* Review of the composition of the Board
and the range of skills and expenence
on the Board

» Consideration of Board and management
sucCession

= Review of Board dwversity

* Review of Non-executive Directors’
penads of appointment and confirmation
that all should stand for re-election at
the AGM following a formal performance
appraisal process

* Beview of the composition of Board
committees

¢ Recommendation to the Board on
the successor to Sir Jeremy Greenstock
as the Senor Independent Director

* Recommendations to the Board on the
intenm amangements to be put in place
following the resignation of the Chuef
Executive with effact from 29 March 2014,
including the assumption of executve
responsibilites by Phiip Rogerson and
appeintment of Colin Child as Chief
Operating Officer

* Arrangements for the search fora
successor to Tirm Cobbold, the former
Chief Executive, which s wall advanced
An external search consultancy which
does not have other connections with
the Comparny has been retained by
the Company to assess potential
candidates to be considered as the
prospective replacement

7

Remuneration Committee

Gill Ridler was apponted to the
Remuneraton Commuttee in July 2006 and
she has been the Committee Charman
since 26 July 2007 The Committee meat
on four eccasions dunng the year Details
of the Committee and of the remuneration
policy ¢an be found in the directors’
remunerabon report on pages 41 to 58

Risk Committee report
Core responsibilities of the Risk Committee
are to
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* Assist the Board by assessing
and reporting on the effectveness,
and promoting awareness, of the
Group’s internal controt and risk
management systems

* Assist the Board in fulfiling ts
responsibities by remewng the
framework for managing nsks throughout
the Group

* Provide an appropriate level of reporting
on the status of nsk management within
the Group
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* Provide an approprate level of reporting
to the Board, which retains overall
responsbility, on the status of internal
nsk management

The Committee, charred by the General
Counsel and Company Secretary, meets
and reparts to the Board at least twice
ayear Other members of the Committee
nclude the Chief Executive, Group Finance
Director, heads of pnncipal funchons, all
dmisiona managing drrectors, the Group
Director of Risk and Internal Audrt and the !
Group Director of Secunty and such other
members as determined by the Board

Any Director may attend meetings At the
year end, followmng review by the Audit
Cornrttee of internal financial controls and
of the processes covenng these cantrols,
the Board evaluates the results of the nsk
management procedures conducted by
senior management

The Comrnittee s assisted by Group wide
committees which deal with specific areas
of nsk, such as the Health, Safety and
Environment Cornmittee and the Secunty
Committee

The Committee met twice dunng the year
and details of nsk management and
particutar nsks within the Group are set out
on pages 21 to 23

By order of the Board

Edward Peppiatt
Company Secretary
28 May 2014
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Audit Committee report

| am pleased to present the report

of the Audit Commuttee for the financial
year ended 29 March 2014 This report
descnbes the Committes’s ongoing
responsibilities and key tasks as well
as its major actmties over the past year

Composition of the Audit Committee
Members of the Committee are Victona
Jarman, Gill Rider and Andrew Stevens
and myself, all of whom are independent
Non-executive Directors | have been
the chuef executive of a Iisted company
and therefore have strong financial
expenence In additon, Victona Jarman
15 a chartered accountant and is char of
the audrit committee at Hays plc ang has
g;m":;;negﬁhgiﬁ dit Comnmittes relevant financial experience The Board Is
satisfied that the membership of the Audit
Committee meets the requirement for
relevant and recent financial experience

At my nvitation, meetings are attended

‘ by the Chaiman, Chief Executive, Group

‘ Finance Director, General Counsel and

! Company Secretary, Group Director of
Risk and Internal Audit and the external
and internal auditors The internal and
external auditors each meet the Committee
without Executive Directors or employees
beng present

Role

The Audit Committee provides an
independent overview of the effectveness
of the internal financial control systems and
financial reporting processes Its pnncipal
responsibilhes are

. ¢ The appointment of the external audiors
ncluding the agreement of the terms of
engagement at the start of sach audt,
the audt scope and the external audit fee

! * Monttoring and reviewing the

| effectveness of internal financial controls
and internal control and nsk management
systems and the effectiveness of the

| nteral audit function

» Reviewing the integnty of the intenm and
full year financial statements

* Reviewing significant financial reporting
issues and judgements contained in the
financial statements

* Reviewing and monitonng the externai
auddor's effectiveness, independence
and objectnty including the nature and
appropnateness of any non-audt fees

= Reviewing reports on the effectveness
of the Group's whistleblowing procedures
and arrangements, details of which are
set out on page 25

* Adwising the Board on whether the
Committee believes the annual report
and accounts are far, balanced and
understandable

The terms of reference of the Audit
Committee are avalable on the
! Group's website
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Activities

Dunng the penod, the Audit Committee
met on four occasions and dealt with
the following matters

* Group's half year results

= Group's prelminary announcement
and annual results

* Principal judgemental accountng
matters affecting the Group based
on reports frorn management and
the external audrtors

= Bxternal audit plans and reports

* Risk and assurance plans and reports
neluding

- Group nsk profile
= Internal audt plan
- Intermal audit reports

- Follow up of nternal audt
recommendations

- Annuzt rewew of the system of nternal
controls

- Internal control improvement actvity
report

- Qualtty and secunty iIntemnal assurance
raview

- Internal control seff assessment review
- HSE legal comphance audtt

* Group's business continuity
arrangemsants

* Group disclosure and whistleblowing
policy

* Going concern

s Internal audit effectiveness and
independence

* External audit effectiveness,
independence, re-appomtment and fees
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Significant accounting matters

The Audit Commuttes is responsible for
reviewing whether sutable accounting
policies have been adopted and whether
management has made appropnate
estimates and judgements n the
prepearation of the financial statements In
respect of the financial statements for the
year ended 29 March 2014, the significant
1ssues reviewed and how these 1ssues
were addressed are summansed below

Revenue recognition

The Committee considered the Group's
ravenue recognition and contract
accountng policies and procedures to
ensure that they remamned appropnate
and that the Group's internal controls were
operating effectively in this area Feedback
was also sought from the external auditors
over the application of the revenue
recognition polcy including a specific
review of shipments pre and post year end
Following a review of the vaned sources
of nformation recenved, the Committea
concluded that the accounting treatments
were reasonable and appropnate

Pension benefit obhgations

The Committee recewved and considered
reports from management and the external
audttors in relation to the valuation of

the defined benefit pension scheme and
challenged the key actuanal assumptions
used in calculating the scheme habiltes,
especally in relation to discount rates,
nflation rates and mortality The Committee
discussed the reasons for the decrease in
the net pension deficit and was satisfied
that the assumphons used were appropnate
and were supported by independent
actuanal specialists Details of the key
assumptions used are set out in note 22

to the financial statements

Valuation of work m progress

The Committee reviewed the Group's
policies and procedures over the valuation
and recoverabilty of work in progress

The Committes recenved confrmation

that the valuation principles had been
consistently applied and noted that the
majonty of nventory tems were made

to order rather than held for genenc stock
and hence the recoverability nsk was low
Accordingly, the Committee concluded that
the accounting treatments were reasonable
and appropnate
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Intangible assets

The Commuttee considered a paper
prepared by management on their review
of the camying value of goodwil and
rtangble assets as at 29 March 2014
aganst updated forecasts for each of

the relevant businesses This ncluded

a consideration of the sensitmty analysis
undertaken by management and
reviewed by the external audrtors

In view of the difficuft market conditons
being expenenced by the CPS business
and as a consequence of this review,

the Committee concunad that it would

be appropnate to recognise an imparment
loss of £3 2m in relaton to goodwill on the
2001 CSl acquisition, £7 4m in refation to
intangible develcpment costs and £3 6m
was allocated to property, plant and
equipment across the CPS business

Warranties

The Group holds a number of prowisions
relating to warranties (including present
obhgations for defectve products and
known clams as well as antcipated
claims that had not been reported at

the balance sheet date) The Committee
reviewed and discussed reports from
management and the external auditors
concerning the significant provisions held
for such matters including any provisions
with notable movements The Committee
considered the background to such
provisions and challenged management
over the judgements applied In determimng
the value of provisions required The
Committee enguired of management and
the external auditors as to the exsstence
of other matters potentially requinng a
provision to be made The Committes
concluded that it was satisfied with the
value of warranty provisions camed

Exceptional items

Although not considerad to be a
significant issue, as part of the Committee’s
dehberations over whether the annual
report and accounts, taken as a whols,

15 fair, balanced and understandable, the
Committee also considered the amounts
disclosed as exceptional tems The
nature of the items classified as operating
exceptional tems during the penod are
descnbed in note 3 to the financial
statements The Committee considered
the accounting treatment and cisclosure
of these tems i the financial statements
including seeking the views of the extermat
audrtors On the basis of this review, the
Committee concluded that the accounting
treatment and disclosures in relation 1o
these items were appropnate

Independence and objectivity

of external auditors

The Comymittes ensures that the external
audrtors (KPMG) reman independent of the
Group The Audt Commities has a detaled
policy covenng

« Choosing the statutory audrors and
approving the audt fee

* Commissioning non-audit work

* Defining crcumstances in which it
IS appropnate or nappropnate for
ncumbent audrors to be allowed o
provide or be prohibited frorn prowiding
non-audit work

* Do La Rue's procedures for procunng
non-audt services from external sources,
which specifically prohibiis KPMG from
undertaking certan types of service
{inclucing but not hmited to services
where it would audtt its own work, where
t would act in an advocacy role for the
Group ¢r where it would participate
in actvities nomnally undertaken
by management}

it may be cost effective for KPMG to
performn certain non-audit services, N
particular whera the skills and expenence
required make KPMG the most suitable
suppher Certain categones of non-audit
services, Including comporation tax
comphance and due dligence services
must be subject to competitive tender
unless it s justifiable In the circurnstances
not to doso Areas which would not
normially be acceptable non-audit services
but in exceptional circumstances may

be considered appropnate, such as
itigation and compliance services, require
my pnor approval The selection cntena
nclude detaled proposals, hmescales,
local resource, cost and the safeguards
put in place by KPMG to avord conflicts
of interest or loss of ndependence In
addron, the Group's policy is for any
ndmdual assignment to be undertaken
by KPMG where the fee is fikely to be

n excess of £50,000 to be approved

by myseff pnor to any commencement

of work Dunng 2013/14 the amount of
non-audt fees pad to KPMG was £0 4m

The safeguards KPMG put in place

avad compromising ther objectvity

and independence They provide a writen
report to the Audit Committee on how they
comply with professional and regulatory
requirements and best prachce designed
to ensure ther independence Key
members of the KPMG audtt team rotate
and the firm ensures, where appropriate,
that coniidentialtty 1s mamntained batween
different parts of the firm providing services
to De La Rue

A copy of the corporate govemance report
15 avalable on the Group's websits

De La Rue pic Registered Number 3834125

uoday si0manq uoda xbeeng

SOy



Audit Committee report

continued

Appowntment of auditors

The Audit Cormmiitee assesses annually
the qualification, expertise, resources and
indspendence of the extermnal auditors
and the effectiveness of the audit process
The Audit Committee's assessment

1s performed by an audt sahsfaction
questionnare completed by the Chaiman,
relevant semor management and Audit
Committee members

KPMG have been the Company's auditors
since 11 Cctober 2006 The Audt
Committee considers that the relatonship
with the auditors 1s working well and
remains satisfied with ther effectiveness
Dunng the year, the Audit Committee
considered the tenure, performance and
audt fees of the external auditors, and
the leve! of non-audrt work undertaken,
and has not considered it necessary

to date to require KPMG to re-tender

for the audit work Accordingly, the
Committee recommended to the Board
that a resolution for the re-appointment of
KPMG for a further year as the Company’s
auditors be proposed to shareholders at
the AGM

The Committee acknowledges the new
recommendation in the Code that the
external audnt contract should be put out
to tender at least every 10 years Following
completion of the 2011/12 audit KPMG's
audit engagement partner was rotated
provicing fresh oversight of the audrt
process Given this change, the Committee
will keep under review the timing of ds
next tender process but does not cumently
ntend that the audit will be put cut to
tender duning 2014/15

The Audit Committee places great
emphasis ¢n the objectvity of the
Group’s auditors, KPMG, in reporting
to sharehclders

The KPMG audit partner i1s present at
Audit Committee mestings to ensure
communication of matters relating to
the audt The Audit Commitiee has
discussions with the auditors, without
management bemng present, on the
adequacy of controls and on judgemental
areas and receives and reviews

the auditors’ highlights reports and
management lstters which are one of
the main outputs from the extemnal audit

The scope and key focus of the
forthcoming year's audit 1s discussed with,
and approved by, the Audit Committee
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Internal control and risk management
As noted above, the Committes 1s
responsible for reviewing, on behalf

of the Board, the effectveness of the
Group's internal financial controls and

the assurance procedures relating to

the Group's nsk management systems
These controls and procedures are
designed to manage, but not eiminate,
the nsk of falure of the Group to meet its
business objectives and, as such, prowvide
reasonable but not absolute assurance
aganst matenal misstatement or loss

The key elements of the Group’s Internal
financial control framework and procedures
are set out on page 21 The Committee
reviews these topics at each meeting

and consiclers that none of the areas
dentfied for enhancement dunng the year
constituted a significant failing or weakness
for the Group

Internal audit

Assurance over the design and operation
of mternal controls across the Group

18 provided through a combination of
techniques The Board through the Audit
Committes monitors the effectveness of
internal control systems through reports
recerved from the internal audit function
dunng the penod The internal audit
function has been outsourced since
2009 PricewaterhouseCoopers LLP
have performed thes role since the start
of 2013/14 The Committee penodically
reviews whether the internal audrt function
1$ likely to be more effectve or efficient i
provded internally In view of the nature
and scope of the Group’s business and
its management structure, the Commitiee
consders that it continues to be more
effective and efficient for the core Internal
audrt funchons to be undertaken by a
specialist external servce provider

Internal audit continued to ensure that
therr efforts were better aligned to the
operational neks that the Group faces
while mantanng an emphasis on
reviewing the adequacy and effectiveness
of general finance and [T controls across
the Group on a ¢cyclical basts In addiion
to nternal audt work, there s a system
of self assessment mternal control
reviews by which management are
required to detail and certrfy that controls
are Iin operation to ensure the control
enironment N ther business areas Is
appropnate Actions agreed are followed
up by senwor management to ensure that
satisfactory control 1s mamntaned The
internal audit plan s set and reviewed by
the Audit Commattee Addtionally, the
Audit Commuttee reviews reports from the
external auditors on intermnal control matters
noted as part of ther audit work

Fair, balanced and understandable view
At s May 2014 meeting, the Comrmittee
reviewed the content of this annual report
and accounts and adwised the Board

that, in its view, taken as a whote, it s far,
balanced and understandable and provides
the information necessary for shareholders
to assess the Group's performance,
business model and strategy

Warren East CBE
Chairman of the Audit Committee
28 May 2014
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Directors’ remuneration report

Gill Rider CB
Chairman of the Remuneration Commiritee
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Annual statement from the Chairman
of the Remuneration Committee,

Dear Shareholder,

On behatf of the Board, | am pleased to
present our directors’ remuneration report
for 2014, which sets out the remuneration
pohcy for the Directors of De La Rue pic
and the amounts earned in respect of the
year ended 29 March 2014

The drectors' remuneration report
complies with the Large and Medium-
sized Compantes and Groups (Accounts
and Reports) (Amendment) Regulations
2013, the UK Corporate Governance Code
{the ‘Code") and the Finrancia) Conduct
Authonty Listing Rules

To reflect the requirements of the revised
remunsration reporting regulatons which
took effect from 1 October 2013 this report
15 presented in three sections an annual
statement from me as Chairman of the
Remuneration Commuittee {pages 41 to 42),
a polcy report which sets out the approach
to remuneration {pages 43 to 51), and the
annual report on remuneration for 2013/14
{pages 52 to 58} containg nformation
relating to the Directors’ remuneration for
2014/15 and addihonal information on
Directors’ share interests The remuneration
pelicy must be approved at least every
three years if t remans unchanged, or
sooner in the event the policy 15 revised
The policy will be subject to a binding

vote at the AGM

The Remuneration Committee's
overnding objectve 15 to ensure that the
Group's executive remuneration policy
encourages, reinforces and rewards the
delvery of sustainable shareholder value
In determining the Group's remuneration
policy the Remuneration Committee
takes into consideration reward across
the whole of the Group, not just the
Executive Directors

4

Qutcomes 2013/14

Annual Bonus Flan (ABP}

The annual bonus 1s pad as a combinaton
of cash and share based elements defemed
for three years calculated as a percentage
of satary The maximum bonus opportunty
15 135 per cent of salary for the Ctuef
Executive {being 100 per cent cash and

35 per cent shares) and 115 per cent for
the Group Finance Director {being 80 per
cent cash and 35 per cent shares) For
2013/14, undertying operating profit was
the single performance measure for the
ABP, wath an entry point at £90m and a
maxamum payment at £100m Based on
achievement of an underlying operating
profit of £90 5m, the cash bonus element
under the ABP resulted in a payout of

5 per cent of maxmum opportunity The
entry point for a defered share award was a
performance target of £100m and therefore
there was no deferred share entitiernent in
respect of the ABP for the penod

Perfarmance Share Plan (PSF)

Awards under the PSP to Executive
Orectors n 2010/11 had three year
performance critena based on earnings
per share (EPS} and total shareholder retumn
(TSR) Sty per cent of the award was
based on a performance measurement

of EPS growth over RPI and the remairing
40 per cent was based on relatve TSR
The EPS performance test was achieved in
full and the TSR elerment was not achieved
Consequently 60 per cent of the award
vested and the balance lapsed Executive
Directors did not exercise the vested
awards dunng the year

Proposed changes In executive
remuneration for 2014/15

Background

The Remuneration Committee has with
the help of independent remuneration
consultants conducted a thorough review
of the Group's remuneration policy and
15 proposing some changes to the ABP
and PSP The Committee has done so
conscious that, for good reasons, it

has made changes to the remuneration
structure n De La Rue in each of the last
three years One of the ams now 1s to
have a structure that s effectve for a
nurnber of years

De La Rue's strength lies in its relationships
with central banks, governments and
speciakst commercial organisations

Qur strategy is o be a professional and
rnovative leader in the markets in which
we operate In doing so we will ensure
that employees are empowered and

faly rewarded as part of generating

the performance culture our customers
demand The successful execution of

the strategy will prowide shareholders

with increasing value from each of our
businesses and from the Group as a whole
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Directors’ remuneration report

continued

Rationale

Earlier this year, | consuited with

De La Rue's largest UK shareholders,
the man investors outside of the UK and
the man UK institutional nvestor bodies
as part of an active consultation process
pnor to the Remuneration Committee
finalising the policy

The proposed changes to the remuneration
structure bulld on the current arrangements
and are designed to reflect the distingt
commercial needs of De La Rue's
business and better align with shareholder
interests They are also aimed at ensunng
a consistent and stable reward structure
throughout the entire management group
that wall remain fit for purpose, help attract
and retain top talent and conuinue to be
cost effective

The pnnciples used in the Remuneration
Committee’s review were as follows

s Apply a pay for performance
philosophy relevant to De La Rue’s
business envirgnment

= Continue to maximise the alignment
between executives and shareholders

s Increasa the overall tmetable of delvery
of pay to four years, while infroducing
less of an “all or nothing™ approach

« Ensure overall cost efficiency and that
potental overall cost 1s sustanable
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Changes for 2014/15

The structure of remuneration has not
matenally changed from 2013/14 and the
overall maximum opportunity for Executive
Drectors remains unchanged

The maxsmum opportunity for Executve
Directors under the PSP remains at

100 per cent of salary but in order to further
align the interests of Executive Directors
with that of shareholders the overall
timetable for deferred pay has ncreased
to four years Subject to performance
condions measured over three years,

60 per cent of an award will vest

and become exercisable on the third
anniversary of grant and 40 per cent will
vest and become exercisable on the fourth
annversary of grant

The mavumum opportunity under the ABP
continues to be 135 per cent of salary for
the Chef Executive and 115 per cent for
the Group Finance Director Changes under
the ABP include a realignment of the cash
and share elements so that, for awards at
or near the maximum, a greater proportion
will be made up of shares, payable cver

a deferred penod of two years Subject

to performance conditions, 60 per cent

of the annual bonus under the ABP will

be payable immediately in cash wath the
remairung 40 per cent deferred in shares
and released n two equal tranches over
the two years following This replaces the
previous arrangement whereby up to

35 per cent of salary was awarded in
shares over a deferral penod of three years

Further details of the proposed changes
and performance conditions are set out
n the policy section on pages 44 to 47
Awards under the ABP from 2014/15 are
subject to shareholder approval of the
revised pian rules at the next AGM

Intenm arrangements

In the absence of a Chief Executive intenm
arrangements have been put m place Philip
Rogerson, Chairman, assumed executive
responsibiliies untd a new Chief Executive
joins the Board He will be supported by
Colin Chuld, Group Finance Director, who
was appointed Chief Operating Officer ona
similar temporary basis The arrangements
are outhined more fully on page 48

Governance

The Remuneration Committee's remit IS

set out in 1ts terms of reference, which are
regularty revewed by the Board and were
updated in March 2014 They are avadable
on the Company’s website Membership of
the Remuneration Committes and the key
actvies dunng 2013/14 are summansed
on page 58

Wa believe that our remuneraton

policy, by aligning executive rewards

with shareholders’ interests, and with
our strategy, posttions us to deliver the
perforrmance that both the Remuneration
Commuttee and shareholders expect

Gill Rider CB
Charman of the Remuneration Committee
28 May 2014
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Directors’ remuneration policy

This part of the report sets out the
directors’ remuneration policy which,
subject to shareholder approval at the
2014 AGM, will take binding effect from
the date of that meeting

Remuneration policy framework

The Group’s remuneration policy ams

to aiign the interests of the Executive
Directors and other seruor executves

with those of shareholders The ovemding
chijective 1s to ensure that the Company's
executive remuneration policy encourages,
reinforces and rewards the delvery

of sustanable shareholder value The
Rernuneration Cornmittes believes that
performance related pay and incentves
should account for a significant proportion
of the overall remuneration package

of Executive Directors so that their
remuneration s aligned with shareholder
interests and the Group's performance,
without encouraging excessive nsk

taking Performance related elements of
remuneration therefore form

a significant proportion of the total
remuneration packages The Committee
believes that an effsctive remuneraton
strategy plays an essental part n the future
success of the Group
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Proposed changes to remuneration policy
The prnincipal changes to remuneraton
structure from 2013/14 are cutlined in
the statement from the Chairman of the
Remunerahon Committee on pages 41
and 42 The modifications are amed at
implementing a reward structure that will
remain fit for purpose for a number of
years, help attract and retain top talent
and be cost effective, while creating
greater alignment with the interests of
sharehelders and avoiding any overall
ncrease in the vanable remunerahion

of Executve Directors

In order to accommiodate the changes,
the Remuneration Committee is proposing
that the rules of the ABP be amended
and details of the changes are set out
moere fully in the explanatory notes to the
notice of AGM Details of the performance
measurements that will apply to the ABP
and PSP are outiined on page 54 The
Company 1s committed to continuing to
set stretching targets for all performance
measures, both under the ABP and PSP,
in order to ensure alignment between pay
and performance
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Directors’ remuneration report

continued

Rernuneraton policy table - Executve Directors
The palicy will take effect from 24 July 2014, subject to shareholder approval The Remuneration Comimittee may make minor
amendments to the policy set out below (for regulatory, exchange control or administrative purposes or {0 take account of a change

in legislation) without obtaining shareholder approval for that amendment

Hement Purpose and link to strategy Operation
Base salary Fxed competitive remuneration set at levels to Reviewed annually and fixed for 12 months (but may be
recrunt and retan talent Judgement mformed, revewedd rmore frequently)
but not led, by reference to the markat place for Infi od by
companies of simiar size and complexity uenc
Reflects indmidual skills, experience and * Role, expenence, responsbilites and performance
responsibility necessary to defiver business * Change In broader workforce salary
strategy = Group profitability and prevailing market conditions
Rewards indmdual performance * Salary lgvels across the Group generaly
Increases are not automatic
Benaefits To provide market compebive benefits sufficent  Prowision of car allowance, Iife assurance and private medical
to recrutt and retan the talent necessary to scheme Execuive Directors are also provided with permanent
develop and execute the business strategy heatth insurance
Other benefits may be provided based on indwidual
crcumstances such as, but not Emited to, relocation allowances,
including transactional and legal costs, disturbance and travel
and subsistence costs or other benefits
Pension To prowide market competitive pensions Executve Directors are offered membership of a defined
sufficient to recruit and retain executves contnbution pension plan  The contnbution rates offered are
reflective of market practice and based on base salary only
If contnbutions to the plan would cause an Executive Orrector
to exceed the HM Revenue and Customs (HMRC) annual
allowance or lifetime allowance imts they wall be offered a cash
allowance in eu of pension contnbution
Annual Bonus Annual cash award The Remuneration Commuttes sets Group financial targets
Plan {ABP) post and agrees personal objectves for each Executive Director at
2014/15 AGM * ;?1 cn;}grentmsa anc;er;\gard de[“;efy otfsﬁ?:;c:al the start of each year Referenceis made to the prior year and
personal NTENCS large to budgets and business plans while ensunng the levels set
address the distinct commercial needs of are appropnately challenging but do not eNcourage excessve
the business, and better algnment with b 9 9
shareholder interests ng
« Amed at ensunng a consistent and stable Payments are determined by the Remuneration Committee
after the year end The bonus plan 1s non-contractual and may
reward structure throughout the management be offered on a year by bass
group that will remarn fit for purpose b year
« To support a pay for performanca phuosophy 60% of annual bonus payable immediately in cash
* To help attract and retan top talent and 40% of the annual bonus defermed In shares
be cost effectiva Deferred share element 1s subject to clawback provisions
Compulsory deferral of shares supports 40% of annual Ibonus 1s payable In deferred shares and released
ahgnment with shareholder nterests and I tranches, subject to continued employment (with early release
also provides a retention element Executive in certan crecumstances) There are no further performance
Cirectors are encouraged to hold a level of condibons
sharghokiing a3 descnbed on page 55 50% of deferred shares released one year after cash payout
and remairung 50% two years after cash payout
The Rermuneration Committee may increase the number of
shares subject to a deferred share award to reflect dmidends
that would have been paid over the deferral penod on shares
that vest
The deferred share element will be disclosed in the annual
report On remuneration
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Maamum opportunity

podas abeeas

Performance metncs

To avoid expectations of Executive Directors and other employees
no maximum base satary has been set under the remuneration
policy although ncreases wall not normally exceed the average

of increases awarded within the rest of the Group in the UK

Larger increases may be awarded in certan circumstances
including, but not rmited to

s Increases in scope or responsibiity

« Where market conditions indicate a level of under
competitiveness and there 18 a nsk in refation to attracting
or retaining executves

+ Other exceptional crcumstances

Where the Remuneration Cormmittee exercises its discretion
to award increases above the average for other employess,
a full explanation will be provided in the next annual report
on remunaration

indwidual performance 1s the pnmary consideration in setting
salary alongside overall Group performance, affordability and
market competitveress

vodal sioloang

While the Remuneratton Committes has not set an absolute
maxamurn, bensfits will be market compelitive taking into account
the role and indmdual circumstances and the relevant market levels

SUNooy

Not applicable

The contribution rates for the Executive Directors are 30% of base
salary for the Chief Executive and 25% of base salary for the Group
Finance Director

The Executive Directors may ¢hoose to receive a cash allowance
n lieu of contnbutions The allowanca 1s equat to the pension
cortabution that would otherwise have been paid

Not applicable

The cumrent annual maximum bonus opporturity of 135% of salary
for the Chuef Executive and 115% of salary for the Group Finance
Cirector kinked to business performance will continue to apply

The Remuneration Committee has the discretion to ncrease the
overall maximum bonus level to 150% of salary, subject to this not
hemng above the competitve market range

The bonus payout level s determined by achievement of
Group financial performance measures with an element based
on perscnal objectives The metncs, while stretching, do not
encourage nappropriate business nsks to be taken

For 2014/15 the bonus opportunity will be based on an element
of personal objectives and the following financial measures

* Group revenue
» Group underying operating profit
* Group cash conversion

The Remuneration Committes will maintan discretion to
consider the financial underpin n respect of awards under the
ABP Financial targets and werghtings will be disciosed in the
annual report on remuneration

The Remuneration Committes has the nght to reduce any deferred
bonus awards which have not yet vested to the extent there has
been a matenal misrepresentation in relaton to the performance of
the Group {ie clawback provision)

Linked to cash award
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Directors’ remuneration report

continued
Element Purpose and Iink to strategy Cperation
Annual Bonusa The purpose of the ABP pre the 2014/15 The operation of the ABP pnor to the 2014/15 proposed
Plan (ABP) pre proposed changes 1s consistent with the changes s as descnbed for the ABP on page 44 except
2014/15 AGM purpose of the ABP descnbed on page 44 as follows
+ Potential maxamum cash award 100% of salary
» Potential share award up to 35% of salary deferred for three
years subject to continued employment
Performance Share based long term incentive aligned closely  Annual share award with a three year performance penod
Share Plan (PSP} with interests of shareholders and business and performance metncs which, while challenging, will nat
2014/15 onwards strategy through the performance measures encourage excessve nsk taking
chosen B0% of the award vests after three years provided Group
Increase the overall tmetabls of pay to four performance (two metncs) critena are met and the balance wall
years and supperls a pay for performance vest after a further one year subject to continued employment
phicsophy The Remuneration Committee may add dvmdend shares
Retain key executves over a longer tenm accrued only on vested shares dunng the performance and
measurement penod Executve Directors are extended vesting penod
de m'con“%eg;%ahg%m of sharehokding as The Remuneration Committee has the nght to clawback any
PSP awards within three years of an award vesting to the extent
Aimed at ensunng a consistent and stable there has been misconduct, or a matenal misrepresentation in
reward structure throughout the management relation to the performance of the Company
group that will remain fit for purpose Vesting of awards 1s sublect to continued employment until the
Help attract and retan top talent and continue vesting date but, as descnbed on page 50, PSP awards may
to be cost effective also vest early In ‘good kaver’ arcumstances
Ensure overall cost efficiency and that overall Awards under the PSP will vest early on a change of controi {or
cost 1s sustanable other similar event) subject to satisfachon of the performance
condions and, unless the Remuneration Committee
EPS growth ensures any payout 1s supported ! i
by sound profitabity determines otherwise, pro-rating for time
ROCE supports the strategic focus on growth
and margins through ensunng that cash Is
reinvested to generate appropnate returns
PSP awards Same pnnciple as above Awards vest after three years provided performance critena met
pre 2014/15 Clawback provisions apply 1o awards from 10 July 2012
All employee Encourage employeas including the Executive Exacutve Directors may participate n the Sharesave scheme
share plans Dwrectors to buld a sharehoiding through the on the same terms as other employees
operation of all employee share plans such as Under the UK St | . the option may be
the HMRC approved De La Rue Sharesave price
discounted by up to 20% Accumulated savings through payroll
scheme in tho UK and the Do La Rus US ba used to exerase an option to acquire shares
Employea Share Purchase Plan (‘ESPP) may acq
establshed in the US under the Intemal Under the ESPP, employees in the US may purchase the
Revenue Code Company’s shares at a 15% discount to the market prce
Purchases are funded through accumutated payroll deductions
Note

In additon to the specific provisions of this pobicy the Gompany may also honour any pre-existng amangements 1o make remuneration of loss of office payments 10 curent
and former Dwectors wiuch reman at the time that thes policy becomes effective (Including the satrsfacton of any outstanding awands of vanable remuneration made to
Executve Dwectors) Detafls of any such paymants wil be set out m the anrual report on remuneration as thay anse
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Maximum opportunity

Performance metncs

Same aggregate bonus opportunity as descnbed for the ABP post
the 2014/15 AGM on page 45

See page 53

The maximum number of shares which may be subject to an

award granted to ekgible employees n any financial year shall be an
amount equal to such percentage, not exceeding 100% of salary
as at the award date, as may be determined by the Remuneration
Committee The Committee retans discretion in exceptional
circumstances to grant awards with a face value of up to 150%

of salary

Awards will vest subject to the achievement of Group
performance over a penod of threg years against key metncs

set by the Remuneration Committes which are aligred to
commarcal business needs and strategy For proposed awards
in 2014/15, the vesting of PSP awards will be subject to EPS
{compound average growth rate) and return on capital employed
{ROCE) (absolute) performance conditions

At least 5% pa growth n EPS must be achieved for threshoid
vesting of 25% under the EPS performance measure with
maximurm vesting at 10% pa

A return of at least 40% must be achieved for threshold vesting
of 25% under the ROCE performance measure with a2 maxamurm
vesting of 100% at a retum of 45%

The Remuneration Committes must be satisfied that vesting
reflects the undertying performance of the Group and retans
the flexibilty to adjust the vesting amount to ensure 1t remains
appropriate to the business performance achieved

The Remuneration Committes regularty reviews the performance
conditions and targets o ensure they continue to be aligned
with the Group's business objectives and strategy and retams
the discretion to change the measures and ther respectve
weightings 1o ensure continuing akgnment with such objectves
and strategy

The Remuneration Committee mantans the ability to adjust

or set different performance measures If events occur or
crrcumstances anse which cause the Committee to determine
that the performance condhions have ceased to be appropnate
If vaned or replaced, the amended perforrnance conditions
must, N the option of the Committee, be farr, reasonable and
matenally no more cr less difficutt than the anginal condition
when set and these will be disclosed in the annual report on
remuneration

As above

As reported in the Group's 2011 annual report and accounts the
Committes exercised discretion, on an exceptional basis, and made
share based awards in June 2011 under the PSP with a maximum
face value on grant of 150% of salary

The performance measures and outturn for awards made
in January 2011 and June 2011 are descnbed on page 53

The award n 2012 under the PSP 1s dependent on achievernent
of the following

* Up to 75% of awards will vest subject to annual growth in EPS
= EPS>RPI + 12% pa will achieve 25% of maxamum vestmg
—EPS>RPI + 15% pawill result n 100% of maximum vesting

Up to 25% of award 1s based on average cash conversion over
three years

- Cash conversion of 80% — 25% of maximum vesting
- Cash conversion of 100% - 100% of maxarmum vesting

The maximum savings amount currently offered s £250 per month
over a three or five year penod under the Comparry’s Sharesave
scheme The rules of the scheme provide for savwngs up to the
legstatve imit of £500 per rmonth

Under the ESPP, participants are eligible to save up to a monthly
maximum of 10% of salary (US$25,000 per annum) to go towards
the purchase of shares at the end of the offenng penod (currently
one year)

No performance measures but employmentt condrtions apply
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Directors’ remuneration report

continued

Remuneration policy for the Chaiman and Non-executive Directors

Element Operation by the Company

Charman fees The remuneration of the Chaiman 1s set by the Remuneraton Committee Fees are
set at a level which reflects the skils, knowledge and expenence of the indwvidual,
while taking into account market data

Non-executive Director fees Non-executve Directors do not have service contracts but are appointed for fixed

terms of three years renewable for a further thres years Terms beyond this pencd

are considerad on a case by case basis

The Board (exciuding Non-executive Directors) s responsible for setting
Non-executive Directors’ fees Fees are structured as a basic fee for Board and
Committee membership Committee Charmen and the Senior Independent Director
recerve an additional fee Reasonable expenses for attending Board meetings are
rembursed by the Company and the Group may pay any tax due on such benefits

Fees pad to Non-executive Directors will remain within the kit set out in the
Company's Articles of Association of £750,000 per annum

Non-executive Directors are not eligible for pension scheme membership and do
not participate in any of the Group's annual Incentve arangements, or share ophon
schemes No compensation 1s payable to the Charman or to any Non-executive

Director if the appointment 1s tenminated

Remuneration policy for new appomntments
When considenng the appointment of
Executive Directors, the Committes
balances the need to attract candidates

of sufficient calibre while remaining rindful
of the need to pay no more than necessary
The Committee will typically align the
remuneration package with the above
remmuneration policy Base salary may be
set at a higher or lower level than previous
incumbents Where possible, salary may
be set at an inhally lower level with the
intention of mereasing it over the following
two years dependent on performance

in the role and expenence ganed In
certain crcumstances, to facilitate the
recrutment of indmduals of the required
calibre, incentive arangements and awards
may also be higher The Remuneration
Committes retains the discretion to make
payments or awards which are outside

the policy to faciitate the recrutment of
candidates of the appropnate calibre to
implement the Group’s strategy In addmion,
remunerabon forferted on resignation from
a previous employer may be compensated
The form of this compensation would

be consicered on a case by case basis
and may compnse erther cash or shares
Generally (though not necessanly in all
circumstances) the Committee will favour
share awards with appropnately stretching
performance targets attached and at a
minEmum expects that

s [f forferted remuneration was in the form
of shares, compensation will be in the
form of shares

« If forfeted remuneration was subect to
achieverment of performancs conditions,
compensation will be subject to no less
challenging performance condtions

+ Tha timing of any compensation waill,
where practicable, match the vesting
schedule of the remuneration forferted

De La Rus Annual Report 2014

A newly appainted Executive Director may
be provided with reasonable relocation

support

Internal appointments will receve a
remuneration package that s consistent
with the remuneration policy Legacy
terms and condtions would be honoured,
including pension entitlements and any
outstanding incentrve awards

Subject to the imit on addrtional maximum
vanable remuneration set out below,
incentive awards may be granted wathin the
first 12 months of appointment above the
maxarmurm award opportunities set out n
the policy table above Excluding payments
or awards to compensate for remuneration
forfeted on resignation from a previous
employer, the maximum level of vanable
remuneration which may be awarded

to a new Executwve Director, above the
maxamum levels set out in the policy table
abave, 15 one times base salary

The Remuneration Committee will ensure
that vanable remuneration 1s inked to

the achievement of appropnate and
challenging performance measures and
wil be forfeted ff performance or contnued
employment conditions are not met

Fees payable to a newly appointed
Chawrrnan or Non-executive Director wall
be in line with the fee policy in place at the
tme of appointment

In the absence of a Chief Executive

intenm arrangements are in place Philip
Rogerson, Chairrman, assumed executve
responsibiities until a new Chief Executive
joins the Board and he will be supported by
Colin Child, Group Finance Director, who
was appointed Chief Operating Officer on
a smilar temporary basis In order to reflect
the additional time commitment Philip
Rogerson will be paid an addional fee

of £297,500 per annum, to take effect from
1 Apnl 2014, to be pro-rated for so long as
he continues in this role
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Pay policy for other employees
When determining the remuneration arangements for Executive Directors, the Remuneration Committee takes into consideraton
the pay and conditions of employees throughout the Group In particular, the Committes s kept informed of

* Salary increases for the general employee population
* Overall spend on annual bonus
* Partiopation levels in the ABP

The remuneration policy applied to the Executive Committee and the most senior executives in the Group ts similar to the policy for the
Executive Directors i that a significant element of remuneration 1s dependent on Group and ndnadual performance The key principles
of the remuneration are apphed consistently across the Group below this level, taking account of sersonty and local market practice
The Group ams to offer competitive levels of remuneration, bensfits and incentives to attract and retain employees The Remuneration
Committee consults with the Chief Executive on the remuneration of executves directty reporhing to him and other senior executives
and seeks to ensure a consistent approach across the Group taking account of semionty and market prachce and the key remuneration
policies outined above On authonty of the Committee, the Chief Executive has ciscretion to make awards to a firited number of
employees not being Executve Dinectors or Executive Committee members

All UK employees may join the Company's HMRC approved Sharesave scheme Options are granted over De La Rue plc shares, at an
exercise pnce equal to 80 per cent of the prevaiing market share pnce at the time of grant Ekgible US employees may partcipate in the
ESPP The purchase pnce 1s 85 per cent of the lower of the market value of a De La Rus plc share erther at the beginning or end of the
offenng penod

The Remuneration Committee considered that it would be imprachcal to consult with employess when drawing up the remuneration policy

Shareholder views

The Remuneration Committee engages in regular dialogue with shareholders to discuss and take feedback on its remuneration

policy and governance matters In pariicular, the Committes discusses any significant changes to the policy The Committee consulted
De La Rue's largest UK sharehoiders, the man investors outside the UK and the mam UK insttutional mvestor bodies on the proposals
for the redesign of the ABP and the PSP The Committes welcomes an open dialogue with shareholders and intends to continue to
consult with major sharehotders before implementing any significant change to the Executve Director remuneration policy

Service contracts
The Board's policy for current and new Executive Directors 1s that service contracts are one year roling contracts wiath a notice penod
that should not exceed one year

Name Date of contract Date of appontment  Notice from Company Notice from Director
Tim Cobbold 12 December 2010 1 January 2011 12 months 6 months
{resagred with effect from 29 March 2014)

Coln Child 20 May 2010 1 June 2010 12 months 6 months

The Remuneration Committee recognises that in the case of appontments to the Board from outside the Group, it may be necessary
to coffer a longer intial notice penod, which would subsequently reduce to 12 months after that inrhal penod

Non-executve Directors
The Non-executive Directors’ curent terms of appointment are detalled below

Currant letter of
Nor-axacutive Dracion Date of appostment appowtiment end date
Warren East 9 January 2007 8 January 2016
Victona Jarman 22 Apnl 2010 21 Apnl 2016
Gil Rder 22 June 2006 21 June 2015
Philip Rogerson 1 March 2012 28 February 2015
Andrew Stevens 2 January 2013 1 January 2016

Philip Rogerson, Chairman, was inially appointed as a Non-executive Director and Chairman designate on 1 March 2012

All Directors offer themselves for annual re-election at each AGM in accordance with the UK Corporate Governance Code Service
contracts for Executive Directors and letters of appointment for Non-executive Directors are avalable for Inspection at the registered
office address of the Company
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Directors’ remuneration report

continued

Payment for loss of office

In deterrmining compensation for early termination of a service contract, the Remuneration Committee carefully considers the specific
creurnstances, the Cornpany’s comrmitments under the ndmiclual’s contract and the indmvidual’s obhgation to mimgate loss The table

below outines the framework for contracts for Executive Directors Should additional compensation matters anse, such as a settiement

ar compromise agreement, the Remuneration Committee will exercise jJudgement and will take into account the specific commercial

circumstances

Palicy

Notice penod on termination 12 calendar months  The Remuneration Committee recognises that in the case of appontment to

by the Company the Board from outside the Group, it may be necessary to offer a longer inthal notice penod, which
would subsequently reduce to 12 months after that initial penod

Termmabon payment at the On termination on notice by etther the Company or the relevant Executve, the Company retains

Company's sole discretron the discretion to make a payment in lieu of notice not exceeding 12 months’ basic salary, excluding
bonus but ncluding benefits in kind (ncluding company car or car allowance and private health
nsurance) and pension contnbubions (which may nclude salary supplement}
Benefits provided in connection with termination payments may also include, but are not mited to,
outplacement and legal fees

Change of control Under the ABP, share awards will vest in full on change of control Awards under the PSP will

vest early on a change of control (or other similar event) subject to satisfaction of the performance
conditions and, unless the Remuneration Committee deternmines otherwise, pro-rating for time

Vesting of incentives
for leavers

The Remuneration Committee has the discretion to determine appropnate bonus amounts taking
into consideration the circumstances in which an Executive Director leaves Typically for ‘good
leavers’, bonus amounts (as estimated by the Remuneration Committee) will be pro-rated for tme n
service to termination and will be subject to performance, pad at the usual time

The vesting of share awards 15 governed by the rules of the appropnate incentive plan approved by
shareholders Typically for ‘good leavers’

» Under the ABP the provisions allow awards to vest in full at the normal vesting date or earier at the
discretion of the Remuneration Committee

= Under the PSP, awards, pro-rated (unless the Remuneration Committee determines otherwise) to
the date of departure, will vest at the nommal vesting date if the relevant performance targets have
heen met unless the Remuneration Committee decides to test the pedformance targets early anc
accelerate vestng

* Good leavers under the Sharesave scheme, which 1is HMRG approved, are entitled to exercise
options, pro-rata to the savings made

* If awards are made on recrutment the treatment on leaving would be determined at the time at the
Remuneration Committee’s discretion in accordance with the relevant plan rules

Pension banefits

Wil be paid n accordance with the rules of the pension scheme Where an earty retirernent pension
15 pad from a legacy UK defined bensfit arrangement, a reduction will be made to the pension to
reflect early receipt using factors determined and set by the Trustees from time to tme
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Hilustration of remuneration policy application

The followang chart illustrates the potential value of the Executive Directors' remuneration package in vanous scenanos in a typical year

Salary levels are as at 1 Apnl 2014
Performance scenanos for the ABP and PSP assuma the foliowing

Mimimum Target Maxirmum
There 1s no cash bonus or deferred share Target cash bonus and deferred shares Maxarmum cash bonus, maxmum deferred
award under the ABP or vesting under under the ABP, target vesting under PSP shares under the ABP, maxamum vesting
the PSP under the PSP
CEO CFO
£ £
Long term vanable remuneration Long term vanable remuneration
Annual vanable remuneration Annual vanable remuneration
Fixed remuneration Fixed remuneration
2000000 2000 000
L17225Nn
1.500 COG 1 500 000
269%
£1160,277
£1.062 064
1000 000 1000 000
109% a0 286%
205% £717.065
0633346 UT%  gqog

500 000 441102 268%

1000% 596% 36 8%
1000% 615%  380%

Mromot Target  Maxmum: Movnum  Target  Maamum

500 000

The role of Chief Executive 15 currently vacant and the above information is therefore an flustration only, based on the remuneration

package which the outgoing Chief Executve would have had, had he remamed in employment
Assumptions for the scenano charts

Minimum performance * Fixed pay (base salary, benefits and pension)
* No bonus payout
* No vesting under ABP or PSP

Target performance » Fixed pay (base salary, benefits and pension)

* 50% of maximum bonus opportunity {67 5% of salary for CEQ, 57 5% of salary for CFQ)
30% will be payable mmediately i cash and 20% will be deforred n shares

* 25% of PSP shares vesting (25% of salary for CEQ and CFO)

Maximum performance » Fixed pay (base salary, benefits and pension)

= 100% of maxmurn bonus opportunity {135% of satary for CEQ, 115% of salary for CFQ)
B60% will be payable mmedchately in cash and 40% wall be deferred in shares

* 100% of PSP shares vesting (100% of salary for CEQ and CFO)

Executive Director remuneration mix 2014/15

Based on the above performance scenanos the table betow ilustrates the proportion of Executive Directors’ remuneration that 1s fixed

and vanabie
W-mq,: Ta% Mamw.(’vg
CEOQ Fixed 100 60 37
Vanable o 40 63
CFO Fixed 100 62 38
Vanable 0 38 62

The remuneration mx above 1s based on the rmuneration policy as it 1s intended to be operated for 2014/15 As indicated above the
Company s In the process of recruing a new Chigf Executive In the absence of a Chief Executive mtenm arrangements are in place
Phiip Rogerson assumed executive responsibilities and the arrangements are disclosed more fully on page 48 and do not include any

vanable elements
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Directors’ remuneration report
continued

Annual report on remuneration
Single figure of remuneration for each director (subject to audit)
The remuneration of the Directors of the Cornpany for the year ended 29 March 2014 and the previous year 1s set out in the table below

Benefits (exchuding qu'm ncentne Peneons
Salary and fees (2) pensons) (b) Borws {c) {vested) (d) alowancs {8 Other payments () Total

204 203 2014 2013 204 203 2014 2013 2n4 2013 2014 2013 20t4 2m3

€000 ©000 OO0 ©00C £000 D000 £000 {000 £000 £000 £000 £000 €000 (D00
Executive Directors
Tim Cobbold 484 464 )| 28 - - 35 - 139 139 88 - 1,071 631
{resigned with effect frm 29 March 20t4)
Cohn Child 325 325 23 21 13 - 387 - 81 & 51 - 880 427

789 789 54 49 13 - 738 - 20 220 137 - 1951 1058
Non-executive Chairman
Nicholas Brockes - 53 - - - - - - - - - - - 53
{ressgnac with effect from 26 July 2012)
Phiip Rogerson 175 132 - - - - - - - - - - 1758 132
{appointed Charman with effect
from 26 July 2012)

175 185 - - - - - - - - - - 175 185
Non-executive Directors
Warren East 57 50 - - - - - - - - - - 57 50
Sir Jeremy Greenstock 17 47 - - - - - - - - - - 17 47
(ressgnad with sflect from 25 July 2013)
Sir Julian Horn-Srmith - 32 - - - - - - - - - - - 32
(resigned with effect from 31 Becember 2012)
Victona Jarman 45 43 - - - - - - - - - - 45 43
Gill Ricier 52 50 - - - - - - - - - - 52 50
Andrew Stevens 45 11 - - - - - - - ~ - - 45 11
Aggregate emoluments 1,180 1,207 54 49 13 - 738 - 20 220 137 - 2,342 1476
Notes

Tha figures n the single figure table above ara denved from the following
(e) Base salary and fees. the actuat salary and fees receved dunng the year
(b) Berefits the gruss value of all taxabla benefits recenved i the year including for example car or car allowance and prvate mehcal and permanent health insurance

{c) Bonus bonus 1s the cash value of the bonus eamed m respect of the year mauding the value of deferred shares which must be held for a mnemum three year penod
A descrpton of the performznce measurements that applied to the year 201314 15 prowided on page 53

(d} PSP the value of shares vesting that was subyect to performance over the three year performance penod endng 31 January 2014 based on a De La Rue plc share pnce
of £7 81 on tha date of vestng (but unexemisad as at 20 March 2014) In the case of Cotin Child the total figure ncludes an estmated value (€140,849) of tha PSP shares
[including dadend shares) that are due to vest i June 2014 {2013/14 beng the final year of the performance penod) It s basad an tha number of sharesg that wil vest
mutipled by the average share pnce of 810 5p over the guarter endng 31 March 2014 {as the vesting pnce s not known at the date of tha drectors remunerabien report)
The performance condibons for the PSP awards vesting ane descnbed on page 53

(6) Pension allowance relates to cash m keu of pension contnbubons
[ Other payments relate to
() Contractual benefits and holiday pay to Tim Cobbold

(W} Dradend shares equivalent to a value of £73,508 i respect of the Recnutment Share Award reportad in the Chsf Execuive pay table on page 57 (9,412 shares based
on tha De La Rus plc share pnce of £7 81 on 31 January 2014 vesting date}

{&) Dmidand shares equivalent to a value of £51 444 n respect of the Ratention Share Award, further detais of which are grven on pxage 568 (8 587 shares basad on the
De La Rua pic share pnce of £7.81 on 31 Jamuary 2014 vesting date)

In 2610711 Coln Chid was awarded 45 B84 shanes {to the vahue of £315,0008 under the Retenton Share Award, wineh vested on 31 January 2014 Acconding to the requiation
it would be reported i ths 2010711 sngle figure
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Implementation of remuneration policy
Information on the elements of remuneration and how the Company ntends to implement the remuneration policy n 2014/15 are set out
below and on pages 54 to 55

Base salary and fees

Executive Directors decided not to accept a salary ncrease n 2013/14 The base salanes are shown n the table below The
Remuneration Committee reviewed the salary levels of Executive Directors and agreed an increase m salary of 3 per cent for 2014/15
which is consistent with increasas across the UK businass  The following s payable from 1 Apnl 2014

vodau sibelens

Base aalar!) Base sadary
201211 201314

£000 £000
Tim Cobbold yesgned 28 March 2014) - 464

Colin Child 335 325

The remuneration policy for Non-executive Directors, other than the Chaiman, 15 determined by the Board Fees reflect the responsibilties
and duties placed upon Non-executive Directors while also having regard to the market place The Non-executive Cirectors do not
particpate in any of the Group's share incentve plans nor do they receive any benefits or pension contnbutions Fees to Non-executive
Directors were kast increased in October 2012 to £45,000 The Chaimen of the Remuneration Committee and Audit Committee and

the Senior Independent Director receive an additional fee of £7,200 to reflect thewr addtional duties  The Charrman recewed a fee of
£175,0001n 2013/14 Fees payable to Non-executive Directors were increased by 4 per cent for 2014/15 and are as follows

poday SI0paIg

Z014/15 201314
Non-execuinve Drecior fees £ 000 £'000
Basic fee a7 45 g
Additional fee for chairmanship of Audt and Remuneraton Committees and Semor Independent Director 8 7

In 2014/15 Phiip Rogerson will recenve a fee of £182,500 as Charman In order to reflect the additional trne commitment for the penod
he continues to assume executive responsibiities pending appointment of a new Chief Executive, he will be paid an addrtonal fee of
£297,500 per annurn This will take effact from 1 Apnl 2014 and will be pro-rated for 50 long as he continues in this role

Performance against targets (subject to audtt)

Annual Bonus

Under the existing ABP, the annual bonus 1s paid as a combination of cash and share based elements deferred for three years,
calculated as a percentage of salary, and 1s based on achieving business targets for the year set by the Remuneration Committee
The maxmum bonus opportunity 1s 135 per cent of salary for the Chief Executive (being 100 per cent cash and 35 per cent shares)
and 115 per cent of salary for the Group Finance Director (being 80 per cent cash and 35 per cent shares)

ABP 2013/14 perforrnance measures

A cash bonus became payable in respect of the year 2013/14 for Group underlying operating profit in excess of £90m with payments
Increasing on a straight ine basis from £90m to a maximum of £100m Deferred shares would be awarded on a similar basts for
achievement of underlying cperating profit between £100m and £105m Based on achievement of an undertying operating profit of
£90 5m for 2013/14, the cash bonus element under the ABP was a payout of 5 per cent of maximum opportunty There was no
deferved share entitiement in respect of the ABP for the penod

Performance Share Plan (PSP)
Executve Directors did not receive awards under the PSP in 2013/14

Awards under the PSP in January 2011 and June 2011 respectvely had the following performance measures over a three year penod
ending dunng or at the end of the financial year 2013/14

Date of award Performancs measures Performanca thresholds. Proporbon of award vesting Vastad % % of satary
January 2011 60% of award based |
on annual growth n EPS! EPS >RPI +3% 50% of maximum - 30 |
EPS >RPI +5% 100% of maximurm 100 60 '
40% of award based on relatve TSR?2 TSR at median 50% of maximum Nil 20 |

TSR in upper quartle 100% of maxmum Nl 40
June 2011 2013/14 underlying operating profit* ‘
target in excess of £100m Operating profit? £85m Nil Nil Nil '
Operating profit? £100m 66 67% of award 24 44 36 66 |

Operating profit* £115m 100% of award Nil 150

Notes

1 EPS 15 defined as the tully diluted post tax eamrings per share adjusted for exceptonal tems (although exceptional ¢ems which am attnbutable to management may be taken
nto account) EPS was chosen because it 13 a kay performance ndicator for sharehoiders Based on half year results, EPS growth of 14 1 per cent per annum over the threa
year performance penod exceeded the hundie which was 8 8 per cent per annum (beng equivalent to RPY +5 per cent per annum)

2 Total Shareholder Retum (TSH) 1s measured relative to the TSR of the companies i the FTSE 250 ndex exchuding swvestrment trusts TSA was chosen because il s a widely
accepted measure that 1s recogrised by our mstitubonal shareholders. TSR performance was 34 7 per cent below the median of the comparator group and this porbon of the
award lapsed

3 Threshold target was inked 1o the three year Improvernent Plan underiying opesating profit for 2013/14 of £100m Entry was at £685m and vesting started at zero for thrashold
parformance at the end of tha threa year perfarmance penod Undarying operating profit for 20114 was £90 5m and therefora 24 44 per cent of the award will vest and the
balance of the award wll lagse
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Directors’ remuneration report
continued

Operation of awards from 2014/15

It s intended that awards under the ABP will be made under the amended ABP to be put to shareholders for approval at the AGM

The Plan rules have been updated as descnbed more fully in the explanatory notes io the notice of the AGM The overall imetable of pay
under the PSP has increased to four years The performance measuras that will apply to awards under the ABP and PSP are descnbed
more fully below

ABP performance measures from 2014/15
The ABP has been refined to nclude a re-weighting of the elements attnbutable to cash and deferred shares and to include a larger
number of performance metncs apportioned as follows

* Group revenue {20%}

= Group underlying operating profit (40%)
« Group cash conversion {20%,)

* Indwidual objectves (20%)

Sixty per cent of the bonus opportunity 1s payable in cash with the remaining 40 per cent defemred in shares Half of the deferred
shares will vest one year after the cash payout and the remamng half of the deferred shares will vest two years after the cash payout
There will be no change to the maximum bonus opportunities for Executive Directors as descnbed on page 45 The Board considers
that the specific profit and revenue targets are commercially sensitive and they are therefore not disclosed here This will remain under
review but the Remuneration Committee will continue to disclose how the bonus payout delvered relates to perforrmance aganst the
targets on a retrospective basis

PSP performance meastres from 2014715

The PSP 1s designed to provide Executive Directors and selected senior managers with a long term incentive that promotes annual and
long term performance and renforces alignment between participants and shareholders No changes are proposed to the maxirmum
opportunity which will remain (in the absence of exceptional circumstances) 100 per cent of salary Subject to the performance
measurements outhined below, 60 per cent of an award will vest and bacome exercisable on the third annversary of grant and

40 per cent will vest and become exercisable on the fourth annversary of grant

The Remuneration Committee believes that the most appropnate performance measures for the PSP at the cument tme are EPS
and ROCE, with a weighting of 75 per cent measured against average growth in EPS and 25 per cent subject to ROCE

For proposed awards in 2014/15, the vesting of PSP awards will be subject to EPS (compound averags growth rate) and ROCE
(absolute) performance condions EPS was chosen because it 1s a key performance indicator for shareholders Award vesting levels
under the EPS target wall apply as follows

% of EPS alernent of

award for Executse Dyactors EPS growth
Threshold 25% 5%
Maximum 100% 10%

ROCE supports the strategic focus on growth and margins through ensuring that cash is reinvested to generate appropnate returns
ROCE targets are based on average ROCE and vesting levels will be as follows

Vesting % of ROGE element of
award for Executve Drectors ROCE
Threshold 25% 40%
Maximum 100% 45%

The Remuneration Committee believes that the performance necessary to achieve awards s sufficiently stretching

All awards are made as performance shares based on a percentage of salary and the value s dmded by the average share pnce over a
pernod before the date of grant n accordance with the rules of the PSP In addion, the Remuneration Committee rmust be satisfied that
the vesting reflects the undertying performance of the Group and retans the flexibility to adjust the vesting amount to ensure it remains
appropnate Any adjustments will depend on the nature, tming and matenality of any contnbutory factors

De La Rue Annual Report 2014 54 De ba Rue plc Registerad Number 3834125




Total pension entitiements {subject to audit)
The Group’s UK pension schemes are funded, HMRG registered and approved schemes They include both defined contnbution and
defined benefit pension schemes

Tim Cobbold opted out of membership of the defined contnbution plan on 31 March 2012 and recenved a cash allowance of 30 per cent
of his basic salary up until his resignation on 29 March 2014

The Company made a contnbution to Colin Child’s self invested personal pension of 25 per cent of his basic salary up until 31 March
2012 Since that date he has receved a cash allowance in lieu of a pension contnbution of 25 per cent of his basic salary

Neither of the Executive Directors ware members of the legacy defined benefit schemes
Details of the payments made to the Executive Directors are included on page 52

Payments to past Directors (subject to audt)
There were no payments to past Directors dunng the penod n respect of services provided to the Company as a Director

Payments for loss of office (subject to audit)
There were no payments for loss of office dunng the penod

External directorships of Executive Directors

‘The Board considers whether it 1s appropnate for an Executive Director to serve as a non-executive director of another company and
has agreed the appomtments below in respect of the year Tim Cobbold 15 a non-executive director of Drax Group pic Colin Child was
a non-executive director of Rank Group pic until his resignation on 18 March 2014 In each case the relevant Director was permitted to
retan the fees as shown in the table below

External directorship fees

recened

2013/14

£000

Tim Cobbokd (rsgred from De La Rue pic with effect om 20 March 2014) 54
Colin Child 44

Share retention policy

The Remunerahion Committee beleves it s important that the interests of Executive Directors shoutd be closely aligned with those of
sharehclders The Committee has adopted a policy that Executive Directors should be encouraged to buld up a shareholding over five
years, equivalent to one times salary This may be achieved eithsr through market share purchases or retention of vested share awards

Directors’ interests in shares {subject to audt)
The Directors and thesr connected persons had the following interests in the ordinary shares of the Company at 29 March 2014

oiding Current Rt Total as at
fheld oudright)  as % of satary Performance Share Ptan Bonus Pan Share Award Snaam SAYE 29“2"63
Vested Vested Vested
{unexercised) Unwvested Unvested (unexercisad)  {unexenctsed) Urwvested

Executive Directors
Tim Cobbold 14,813 26% 44 9769 - - 74 9610 - - 134,750
{resgned 29 March 2014}
Colin Child 14,813 36% 31,4829 94,928 8,858 52,4719 1,245 203,897
Non-executive Chairman
Philip Rogerson 5,000 n/a - - - - - - 5,000
Non-executive Directors
Warren East 4,314 na - - - - - - 4,314
Victona Jarman 1,481 n‘a - - - - - - 1,481
Gill Rider 454 n/a - - - - - - 454
Andrew Stevens 2,327 na - - - - - - 2327

There have been no changes in Directors’ outnght interests in ordinary shares in the penod 29 March 2014 to 28 May 2014 All interests
of the Directors and their families are beneficial Dstais of awards to Tim Cobbold that tapsed following his resignation on 29 March 2014
are on page 56

The current shareholdings as a percentage of salary are calculated using the closing De La Rue plc share pnce of 799 50p on 28 March
2014 (29 March 2014 being a Saturday)

Notes

{a} Includes a total of 5,647 vested dwdend shares
{b) Inchudes a tolal of 9 412 vasted dndend shanes
{c) Includes a total of 3,952 vested dividend shares
{d) Includes a total of 6,587 vested dwdend shares
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Directors’ remuneration report
continued

Qutstanding Directors' vested and unvested share awards
The awards over De La Rue plc shares held by Exscutve Directors under the ABP, PSP, Recruitment Shars Award, Retention Share
Award and Sharesave scherme dunng the penod are detalled below

Mad-markel
shar pnce
Total Awords  mmedotaly Market
award Awards wvasted nmacig prca at
asat Awarded Exercrsad Lapsad heid at  {unexancisad) date EXEIOSH Dats from
Date of 30 March dumng dumng dunryg 29 March dunng award dite Performance whch Egy
2013 year yeor year 2014 year {pence) {pence) larget  exarcspble ]
Tim Cobbold
Recrurtment
Sharg Award Jan 11 65,549 - - - 65549 65549 68650 - (8 Jan14 Sept14
Performance
Share Flan Jan 11 65,549 - - (26,220) 39,329 39,329 68650 - o Jan14 Sept14
Jun11 88,839 - - {88,839) - - 759800 - L) - )
Jul12 45,766 - - [46,766) - - 9891100 - &) - {c)
Annual Bonus Plan  May 12 12,798 - - (12,798) - - 98450 - @ - ©
279,501 - - [174,623) 104,878 104,878
Sharesave options  Dec 11 1,245 - - (1,245) - - 72266@ - (a) (c)
Colin Child
Rstention
Share Award Jan 11 45,884 - - - 45,884 45,884 68650 - (@ Jan14 Jan21
Performance
Share Plan Jan 11 45884 - - (18,354) 27,530 27,530 68650 - b)) Jani14 Jan21
Jun11 62,187 - - - 62,187 - 759800 - b} Junid Jun21
Jul12 32,741 - - - 32,741 - 991100 - by Ju1s  Jut 22
Annual Bonus Plan  May 12 8,958 - - - 8,858 - 98450 - {8} May15 May?22
195,654 - - (18.354) 111,300 73,414
Sharesave options Dec 11 1,245 - - - 1,245 - 722662 - fay Mar15 Augi15

(1) Mid-market value of an ordinary share averaged over the five deabng days immediately precading awand date

(2} Mid-markeat value of an ordnary share averaged over the three dealing days immediately prececing award date

Notes

{8) No performanca concibons am attached to the awards under the Recruttment Share Award  Retenbon Share Award, ABP [share glement) and the Sharesave scheme

{b) Detads of the parfarmance conditions aitached to the PSP are set out on page 53

fc) Awards to Tim Cobbold i Juna 2011 and July 2012 under the PSP, under the ABP » May 2012 (including dividend shares in respect of those awards) and the Sharesave
scheme in December 201 1 lapsed iolowng his resignation from the Company on 29 March 2014

Racruitment Shara AwardRetention Share Award

= Partcrpants will acouire shares at nomnal value on exercse

« The awards are not pensionable Awards may bbe satisfied with athar new or existing shares  Na firm cammitment has been entered nito to ssue shares, nor has any decision
to do so yet been made The choce need not ba made until the tme at wivch an award s exercised, but the authonty to allot any such new shares otherwise than
on a pre-emphive basts would ba that confermed by shamholders on 25 July 2013

Dividend sharos

An addibonal award of shares may be released on the vesting date m respect of awards under the ABP, PSP, Recrutment Share Award and Retenbon Share Award equvalent
w1 value to the amount of divdands that would have been recesed since the award date n respect of the number of shares that the executives acquine As at 29 March 2014

and based on the prevaing markat share pnce on the respective dvdend racord date, the dvidend shares accrued and assurrung full vestng as appropriate pursuant to the

redevant plan rules wera as follows

Tim Cobbold (resgned 29 March 2014) 15,059 omdinary shares i respect of awards vesting on 31 Jamuary 2014

Colin Chid 22 527 ordinary shares (10,539 n respact of awands vesting o the yean)
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Chief Executive pay, total shareholder return (TSR) and all employee pay
This section of the report enables ocur remuneration arrangements to be seen In context by prowding

+ De La Rue's TSR performance for the five years to 29 March 2014
* A history of De La Rue's Chief Executve’s remuneration over the same penod

* A comparnison of the year on year change in De La Rue's Chief Executive’s ramuneration with the change in the average remuneration
across the Group

* A year on year companson of the total amount spent on pay across the Group with profit before tax and dvidends paid

Fiva year TSR performance

The graph below shows the value, at 28 March 2014, of £100 nvested in De La Rue plc on 28 March 2008 compared with the value of
£100 invested 1n the FTSE 250 index excluding investment trusts, assuming in each case the reinvestment of dvdends The other points
plotted are the values at intervering financial year ends The FTSE 250 has been chosen as the ndex as De La Rue 1s a constituent
{Source Thomson Reuters)

Total sharsholkder return
£
De La Rue plc
FTSE 250 index excluding investment trusts

3103
2656
1973 028
168 5
1060 1239
1000
1006 1030 013 1058
2009 200 201 202 2013 2014
Chref Executive pay
Year endled March 2009/10 20101 2010/11 201112 201213 2013/14
Chief Executive James Hussey' James Hussey' TimCobbold??  TimCobbold?  Tim Gobbold?  Tim Cobbolg?
Single figure of total 843 433 604 1,053 834 1,071
remuneration £000
Annual bonus payout 46 44 Nil 80 Nil Nil
as a % of maximum
opportunity
LTIP vesting aganst 100 100 Nil Nl Nil 60
maxmum opportunity
(%)
Notes

1 Resigned as Chief Executva on 12 August 2010
2 Appointed Cheef Executive on 1 January 2011 and resigned on 29 March 2014
3 Includes award to the value of £450 000 at the date of award under the Recrutment Share Award (wiich vested on 31 January 2014)
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Directors’ remuneration report
continued

Percentage change in Chief Executive remuneration

The table below sets out, In relation to salary, taxable benefits and annual bonus, the
Increase in pay for Tim Cobbold compared to all UK employees between 201213 and
2013/14 UK employees were chosen as a comparator group to avoid the impact of
exchange rate movements over the year UK employees make up approximately 55 per
cent of the total employee population

Salary Benefits Annual bonus

% % %

Chief Executive 00 87 00
UK employees average 10 go 551

Relative spend on pay
The following table sets out the percentage change in payments to shareholders and the
overall expenditure on pay across the Group

2014 2013 Change
£m £m %
Dwidends 42 2 421 00
(note 7 to the financial statements)
Overall expenditure on pay 1510 1587 (4 8)
(note 23 to the financial statemeants)
Statement of shareholder voting 2013
Approval of 2013 remuneration report For Agamnst Votes withheld
Percentage of votes (%) 08 15 185 005
Number of votes cast 78,610,979 1,481,452 43,644

De La Rue carefully monrtors shareholder voting on the remuneration policy and
mplemertaton and the Company recognises the importance of ensunng that shareholders
continue to support the remuneration arangements Al voting at the AGM s undertaken
by poll

Remuneration Committee members

The Remuneration Committee compnses Philip Rogerson, Warren East, Victona Jarman
and Andrew Stevens and | char the Committee The Remuneration Committee consists
exclusively of Non-executive Directors, all of whom are regarded as independent, and the
Chawman of the Board, who was regarded as independent on his appointment as Chairman

The Remuneration Committee 1s responsible for making recommendations to the Board
on the Group's policy regarding executive remuneration and determines, on the Board's
behalf, the specific remuneration packages of the Chairman, the Executive Directors
and senior executives who report to the Chief Executive A copy of the Remuneration
Committee’s terms of reference 1s avaitable on the Group's websie

The Remuneration Committee met four tmes dunng the pencd and details of attendance
can be found on page 34 The Chief Executive and the Group HR Director also attended
meetings The General Counsel and Company Secretary, who 1s also secretary to the
Committee, adwised on govermance 1Ssues

No Executve Director or employee 1s present or takes part in discussions in respect
of matters relatng directly to therr own remuneration

The work of the Remuneration Commuttee during 2013/14
The Remuneration Committee follows a clear cycle of actvities dunng the year and
in 2013/14 this covered among other things the following matters

* Approved PSP awards vesting in respect of the three year performance pericd to
January 2014

= Reviewed pay awards for Executve Directors and the Executve Committee for 2013/14
(Executve Directors and other Executive Committee members decided not to accept an
increase in salary in 2013/14)

» Agreed pay awards for Executive Directors and the Executve Committee for 2014/15

s Consulted with major shareholders on the proposed changes to executive remuneration
under the ABP and PSP

» Agreed the redesign and operation of the ABP and PSP

+ Carned out an effectvensss review of the Committee

* Reviewed and agresd the remuneration policy staterment and directors' remuneration report
+ Agreed awards under the Sharesave and US employee share schemes
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Remuneration adwvice

The Remuneration Committee consults
with the Chief Executive on the
remuneration of executives directly
reportiing to hm and other senior
executives and seeks 10 ensure a
consistent approach across the Group
taking account of semonty and market
practice and the key remuneration pohcies
outined above Dunng 2013/14, the
Commuttes also receved achice from
Towers Watson UK Limited {Towers
Watson) Towers Watson has been formally
apponted by the Remuneration Committee
and achvised on executive remuneration
and assisted in the review of the Executive
Directors’ remuneration policy dunng

the year The Remuneration Commities
requests Towers Watson to attend
meetings penodically dunng the year

Towers Watson i1s a member of the
Remuneration Consultants’ Group and

has signed up to the code of conduct
relating to the provision of executive
remuneraton advice in the UK In light

of thes, and the level and nature of the
service recenved, the Committee remains
sahsfied that the advice has been obectve
and independent

Total fees for advice prowided to the
Remuneration Committee dunng the year
by Towers Watson were £92,000

New Bndge Street also assisted the
Remuneration Committee and calculated
the results of the EPS and TSR
perforrmance condition attached to the
long term incentive awards but they do
not provide adwvice to the Commitiee

Diuton hmirts

The share incentives operated by the
Company comply with the Association of
Bntish Insurers share dilution gurdelines

Statutory requrements

The directors’ remuneration report has
been prepared on behalf of the Board by
the Remuneraton Committee

The Remuneration Committee adopts

the pnnciples of good governance as

set out in the UK Corporate Governance
Code and comples with the Listing Rules
of the Financial Conduct Authonty and
Schedule 8 of the Large and Medium-sized
Companies and Groups (Accounts and
Reports) Regulations 2008 (as Amended)
and the relevant schedules of the
Companies Act 2008

Gili Rider CB
Chairman of the R
28 May 2014

atton Committee
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Shareholders and share capital

Share capital

As at 29 March 2014, there were
100,718,004 orcknary shares and
111,673,300 deferred shares in 1ssue

Deferred shares carry kmited economic
nghts and no voting nghts They are not
transferable except in accordance with
the articles

The ordinary shares are fisted on the
London Stock Exchange

Details of shares issued durng the year
are provided n note 18 to the financial
statements on page 93

Pre-emption rights and authorty

to allot

The Companies Act 20086 requires that

any shares 1ssued wholly for cash must

be offered to existing shareholders in
proportion to ther existing holdings unless
authonsed to the contrary by a resolubon of
the shareholders Resclutions gving imited
authonty were passed in 2013 Authonties
to renew for one year the power of
Directors to allot shares pursuant to section
551 of the Companies Act 2006 wil be
sought from shareholders at the AGM

Authority to purchase own shares
The Company was granted authonty

by ts shareholders at the 2013 AGM to
purchase a maximum of 10 per cent of ts
own ordinary shares either for cancellation
or to be heid in treasury (or a combination
of these) No purchases have been made
pursuant to this authonty and a resclution
will be put to shareholders to renew the
authonty for a further penod of one year
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Rights and restrictions on shares

and transfers of shares

Certain restnctions, which are customary
for a isted company, apply to the nghts
and transfers of shares in the Company
The nghts and obligations attaching to

the Company’s ordinary and deferred
shares, in addition to those conferred

on thexr holders by law, are set out in the
Company's articles, copies of which can
be obtaned from Companies House in the
UK or by wniting to the Company Secretary
The key points are summansed below

Ordinary shares

Notices of meetings must be given to every
shareholder and to any person entitted

to a share unless the articles or the nghts
of the shares say they are not entitied

to receve them from the Company

The Board can decide that only people
who are entered on the register of
members at the ciose of business on a
particular day are entitled to receive the
notice On a show of hands, each holder
of shares present in person and entitied

to vote has one vote and, upen a poll,
each such holder who is present in person
or by proxy and entitled to vote has one
vote for every share held Electronic and
paper proxy appointments, and voting
instructions, must be received by the
Company's Registrar no later than

48 hours before a general mesting

Dmdends and distnbutions to shareholders
on winding up

Holders of ordmary shares may recenve
intenm dmdends approved by Directors
and dwdends declared in general
meehngs On a bquidation and subject

to a special resolution of the Company
the hquidator may dvide among members
n specie the whole or any part of the
assets of the Company and may, for

such purpose, value any assets and may
determine how such dmsion shall be
camed out

Transfers of shares

The Company's articles place no
restnctions on the transfer of ordinary
shares or on the exercise of voting nghts
attached to them except (i) n very imited
crcumstances (such as a transfer to more
than four personsy), (i) where the Company
has exercised its nghts to suspend ther
voting nghts or to prohitit ther transfer
following the omission by thesr holder or
any person interested in them to provide
the Company with nformation requested
by it in accorgdance with part 22 of the
Companies Act 2006, or (i) where the
holder 1s precluded from exercising nghts
by the Financial Conduct Authonty's Listing
Rules, the City Code on Takeovers and
Mergers or any cther regulations

Dealings subject to the Model Code

of the Listing Rules

Pursuant to the Listing Rules of the
Financial Conduct Authonty, Directors

and other persons discharging managenal
responstbiites and certan 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

Awards held by refevant participants under
the Company's vanous share plans cary
no voting nghts until the shares are issued
The Trustea of the De La Rue Employee
Share Ownership Trust does not seek to
exercise voting nghts on existing shares
held in the employee trust No shares are
currently held in trust

Shareholder agreements and consent
requIrements

There are no known arrangements under
which financial nghts carmed by any of
the shares n the Company are held by

a person other than holders of the shares
and no known agreements between

the holders of shares with restnctions

on the transfer of shares or exercise

of voting nghts
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Shareholders and share capital

continued

Substantial shareholdings

As at 20 March 2014, the Company had been notified i accordance with the Financial
Conduct Authonty's Disclosure and Transparency Rules of the following interests in the

voting nghts of the Cornparty
Date fast TR1 % of ssued odnary

Parsons notfyng nolficaton made  Nature of nterest share capdal heid

Prudental pic group 20/01/2014  Dwect 17 52

of Companies

Franklin Templeton 11/02/2014  Indirect 574

Investment Management

bimited

Jupiter Asset Management 04/01/2013  Indirect 509

Limited

Mondnan Investment 26/01/2011  Indwect 580

Partners Limited

Amenpnse Finangal, In¢ 05/08/2011 Direct 005
Inchrect 501
Total 506

BlackRock, Inc 03/07/2013  Indirect 413
Contracts for difference 084
Total 497

Karmes Capital 18/11/2013  Direct 433
Indirect 064
Total 497

Nordia 1 SICAV 20/04/2013 Dwect 307

Note
On 1 May 2014 Kames Capital notrfied tha Campany that their hokding had fallen to 3 99 per cent

{3 22 per cont dwact, G 77 per cent mdwect)

Additional information to sharehotders
Processes for the appomtment and
replacerment of Directors are governed

by the Company's articles of assocation,
the UK Corporate Governance Code,

the Companies Act 2006 and related
legislation The articles of association

may be amended by special resclubion

of shareholders The powers of the Board
are descnbed in the corporate governance
report on pages 32 to 37

Annual general meeting

The AGM will be held at 10 30am on
Thursday 24 July 2014 at De La Rue
House, Jays Close, Viables, Basingstoke,
Hampshire, RG22 4BS
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Other statutory information

Introduction

Ce La Rue plc1s mcorporated as a public
hmited company, 1s registered in England
and Wales under the Companies Act 1985
with registered number 3834125 and has
its registered office at De La Rue House,
Jays Close, Viables, Basingstoke,
Hampshwe, RG22 4BS

Dividends

An intenm dmdend of 14 1p was pad

on 8 January 2014 n respect of the half
year ended 28 September 2013 and

the Directors are recommending a final
dwidend of 28 2p, making a total for the
year of 42 3p per share (2013/14 42 3p
per share} Dradend detads are gven in
note 7 to the financial statements Subject
to approval of shareholders at the AGM on
24 July 2014, the final dvidend will be paid
on 1 August 2014 to those shareholders
on the register on 4 July 2014

Change of control

Contracts

There are a number of contracts which
allow the counterparties to alter or
terrminate those arangements in the event
of a change of control of the Company
These arrangements are commercially
sensitive and confidential and ther
disclosure could be senously prejudicial

tc the Group

Banking facilties

The £200m credit facility between the
Company and ts key relationship banks
contamns a provision such that, in the event
of a change of contral, any lender may, ff it
50 requires, notfy the agent that t wishes
to cancel its commutment whereupon the
commitment of that lender will be cancelled
and all its outstanding loans, together with
accrued interest, will become immediataly
due and payable

Employee share plans

In the event of a change of control,
automatic vesting would occur in
accordance with the relevant scheme
or plan rules
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Political donations

The Group's policy 1s not to make any
political donations and none were made
dunng the year The Company will propose
to shareholders at this year's AGM that the
precautonary authonty granted at the 2013
AGM, pursuant to the Companies Act
20086, be renewed and detals are included
in the notice of meeting

Essental contracts or other
arrangements

The Group has a number of suppliers of
key components, the loss of which could
disrupt the Group's abilty to deliver on
tme and in full However, none of thesa
arrangements are so wital that therr loss
would affect the wabilty of the Group

as a whole

Branches

The Group has established branches Ina
small number of different countnes in which
i operates These branches are, however,
not matenal to the Group's financial results

Disclosures in the strategic report
The Board has taken advantage of section
414C(11) of the Companies Act 2006

to nclude disclosures in the strategic
report on

¢ Greenhouse gas emissions on page 28

* Disabled people and employee
involvernent on page 26

* The future developrments, performance
and posttion of the Group throughout
pages 11028

*» The financial position of the Group
on pages 13 to 18

* The R&D actwvities of the Group
on page 4

* The surnmary of pnncipal nsks
on pages 21 to 23

In addition, notes 12, 13 and 16 to the
consolidated financial statements include
the Group's obiectves, policies and
processes for financial nsk management,
details of its cash and cash equivalents,
mdebtedness and borrowing faciities and
the financial Instruments used for hedging
ftiquidity, currency and Interest rate nsk

61

Statement of Directors’ responsibilities
in respect of the annual report and the
financial statements

The Dwectors are responsible for prepanng
the annual report and the Group and
Parent Company financial statements

In accordance with applicable law

and regulations

Company law requires the Directors

to prepare Group and Parent Company
financial statements for each financiat
year Under that law they are required

to prepare the Group financial statements
n accordance with IFRS as adopted by
the EU and applicable law and have
elected to prepare the Parent Company
financial statements in accordance with
UK Accounting Standards

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 their profit or
loss for that penod In prepanng each of
the Group and Parent Company financial
statements, the Directors are required to

+ Select sutable accounting policies and
then apply them consistently

* Make judgements and estimates that
are reasonable and prudent

= For the Group financial statements,
state whether they have been prepared
n accordance with IFRS as adopted
by the EU

= For the Parent Company financial
statements, state whether applicable
UK Accounting Standards have been
followed, subject to any matenal
departures disclosed and explaned in
the Parent Company financial statements

The Drrectors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the Parent
Company's transachons and disclose

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 Companies
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 rregulanties

Under applicable law and regulations,

the Directors are also responsible for
prepanng a strategic report, directors’
report, directors’ remuneration report and
corporate governance report that comply
with that law and those regulations

The Directors are responsible for the
mantenance and integnty of the corporate
and financial nformation included on

the Group's webstte L egislation in

the UK governing the preparation and
disserminabion of financial statements may
differ from legslation in other junsdictions
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Other statutory information

continued

Directors’ responsibility statement
The Drrectors who held office at the date
of approval of this report confimn to the
best of their knowledge

* The Group financal statements,
prepared in accordance with IFRS as
adopted by the EU, give a true and far
view of the assets, labdiies, financial
position and profit of the Comipany
and the undertakings included in the
consclidation taken as a whole

The strategic report on pages 1to 28
and pages 30 to 62 of the directors’
report include a far review of the
development and performanca of the
business and the postion of the Group
and the undertakings included in the
consolidation taken as a whole, together
with a descnption ¢f the pnncipal nsks
and uncertanties that they face

The annual report, taken as a whole,
15 farr, balanced and understandable
and provides the information
necessary for shareholders to assess
the Group’s performance, business
model and strategy

De La Rue Annual Report 2014

Provision of information to auditors
The Directors who held office at the date
of approval of this directors’ repart confirm
that, so far as they are each aware, there
15 NO relevant audit information of which
the Company's audrtors are unaware, and
each Dwector has taken ali the steps that
he or she ought to have taken as a Director
to make himself or herself aware of any
relevant audit information and to establish
that the Company’s auditors are aware

of that mformation

Thig confimmation s given, and should
be interpreted, in accordance with
the provisions of section 418 of the
Companies Act 2006

Auditors

In accordance with section 489 of the
Companies Act 2008, a resolution for the
re-appointment of KPMG LLP as auditor
of the Company 1s to be proposed at the
forthcorming AGM on 24 July 2014

Strategic report and directors’ report
Pages 1 to 28 incluswve consist of the
strategic report and pages 30 to 62
inclusive consist of the directors’ report
These reports have been drawn up and
presented in accordance with, and in
reliance upon, applicable English company
law and any liability of the Directors in
connection with these reports shall be
subject to the Imitations and restnctions
provided by such law

The strategic report and the directors’
report wers approved by the Board
on 28 May 2014

By order of the Board
-

Edward Peppiatt
Company Secretary
28 May 2014
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Independent auditor’s report to the members of De La Rue plc

Opinion and conclusions ansing from our audit
Our opinion on the financial staterments 1s unmodified
We have audited the financial statements of De La Rue plc for the year ended 28 March 2014 set on pages 66 to 106 In our opirion

* The financial statements give a true and fair view of the state of the Group's and of the Parent Company's affars as at 29 March 2014

and of the Group's profit for the year then ended

* The Group financial statements have been property prepared in accordance with International Financial Reporting Standards as
adopted by the Européan Union

» Tha Parent Company financial statements have been property prepared in accordance with UK Accounting Standards

* The financial statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as regards
the Group financial statements, Article 4 of the |AS Regulation

Our assessment of nsks of matenal misstatement
In armving at our audit opinion on the financial statements the nsks of matenal misstaternent that had the greatest effect on our audtt

were as follows

The nsk

QOur response

Revenue recognition
in the Currency division
- £342 7Tm

Refer to pages 39 {Audit
Commuttee report}, 71 to
73 {accounting policy} and
74 (financial disclosures}

Reflecting the specialist nature of the
Currency dmvision's products, many
customer contracts include specific
terms that impact the tming of revenue
recognition on those contracts For
example, a number of customer contracts
have complex acceptance conditons
and some allow for ‘bill and hold’
arangements where the customer asks
the division to store finished products

on its behalf Reflecting these contractual
complexities, there 1s a nsk that revenue
may be misstated

In this area our audit procedures included, amonrg
others, reading significant new contracts to obtan an
understanding of contract terms, testing the design and
operating effectiveness of controls designed to ensure
that revenue is accurately recognised In the correct
accounting penod and specific testing of revenue
transactions recorded around the year end

To test revenue recognition we obtained appropnate
evidence of customer acceptance on a sample basis
and, n relation to revenue recorded under ‘bill and hokd'
transactions we evaluated the undertying contractual
arrangements and obtaned third party documentation
that demonstrates when the nsks and rewards of
ownership have been transferred to the customer

to support the tming of revenue recognition

We also assessed the adequacy of the Group's
disclosure about sigruficant judgements in relation
to revenue recognition

Recoverability of work
In progress — £22 2m

Refer to pages 39 (Audit
Committee report}, 71 to
73 {accounting policy} and
83 {financial disclosures)

At the balance sheet date the Group has
significant inventory, most notably work
1IN progress on customer banknote orders
Production of banknote paper, pnnted
banknotes and other secunty products

15 a complex process reflecting the tight
specifications set by customers and the
many embedded secunty features which
are often bespoke to each product

Accordingly, there 1s a nsk that work in
progress will fal qualty control checks
at a later stage in production and need
to be scrapped or reworked The Group
provides for this nsk through allowances
based on past expenence and known

1ssues

I this area our audit procedures included, among
others, testing the Group's controls over the
determination of these allowances, recalculating the
hustorical expenence faclors used and assessing their
appropnateness in ight of current manufacturing qualty,
considenng the adequacy of the Group’s allowances
for specific 1ssues by reference to current and recent
customer complaints and assessing the nsk of ias
within these calculations

In performing these procedures we assessed
information obtained from the quality control and sales
functions in relalion to quality performance levels and
overall customer satisfachon respectively to identfy
possible emerging trends

We also assessed the adequacy of the Group’s
disclosures in relation to the significant judgements
in relation to the carrying value of work In progress

De La Rue Annual Report 2014
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Independent auditor’s report to the members of De La Rue plc

continued

The nsk

QOur response

Warranty provisions -
£117m

Refer to pages 39 (Audit
Committee report), 71 to
73 {accounting policy) and
93 (financial disclosures)

As noted above, the Group's products
are complex and produced to exacting
standards Product quality issues can
be identified subsequent to delivery to
customers Accordingly, at any pont in
time the Group may be in dialogue with
customers over potential product quality
ISSUeS

The Group holds provisions for the
potential costs associated with these nsks
based on a mixture of specific events and
expected but not identified 1ssues based
on past expenence The assumptions
underpinning these provisions are
inherently uncertain

In relation to provisions for specific known 1ssues, our
audit procedures included, among others, assessing
the basis of the Group's calculations by reference to
the status of discussions with the relevant customer
{determined by inspecting relevant comespondence)
and challenging cost estimates for rectification work

In performing these procedures we have regard to past
expenence In addressing such matters

In redation to unidentified 1ssues, we assess and
challenge the Group's methodology for deterrmining the
level of provision required taking into account the key
assumptions such as histoncal accuracy of provisioning,
the levels of expense incumed over time together with
current informaticn on product quality expenence

and an assessment of the nsk of bias within these
calculations

We also assessed the adequacy of the Group's
disclosures in relation to the significant judgements in
relation to warranty provisioning and related contingent
labilhes

Post-retirement benefit
obligation — £168 Om

Refer to pages 39 (Audtt
Committee report), 71
to 73 {accounting pohicy)
and 97 to 99 (financial
disclosures)

The Group has matenal defined benefit
pension schemes Significant estimates
are made in valuing these and small
changes In the assumptions and estmates
used to value the Group's net pension
deficit would have a significant effect on
the financial position of the Group

In this area our audit procedures included, among
others, testing of the membership data and asset
valuations used to determine the net deficit In addition,
with the support of our own actuanal specialists,

wa challenged the key assumptions, which were

the discount rate, inflation rate and mortaity/fe
expectancy, used to determine the Group's net deficit
This included a companson of these key assumptions
against externally dernved data We alsc considered the
adequacy of the Group's disclosures in respect of the
sensitvity of the deficit to these assumptions

Recoverability of
assets within the CPS
division and related
impaiment charge

of £14.2m

Refer to pages 39 (Audit
Committee report), 71

to 73 (accounting policy)
and 81 to 82 (financial
disclosures)

Due to competition and weaker demand
for the Group's products within the cash
sorters market, there 1s uncertainty over
the value of the Group’s loss making CPS
dmsion

Reflecting this, the Group has recorded
an impairment charge of £3 2m against
goodwill and £7 4m against product
development costs and £3 6m aganst
property, plant and equipment

Due to the inherent uncertainty nvolved

In forecasting and discounting future cash
flows, which determines the scale of the
mparment charge recorded, this 1s one of
the key judgemental areas that our audit
has concentrated on

In this area our audit procedures included, among
others, assessing the Group's budgeting procedures
used to denve the forecasts considered within the
Imparrment assessment and testing the mntegrity of the
Group's discounted cash flow model used to detenmine
the recoverable amount of the dwision as a whole

We challenged the assumptions and methodologes
used by the Group, In particular those relating to the
forecast revenue and profit margins We compared the
Group's assumptions 1o externally avalable information
about potential market opportunities as well as cur own
assessments m relation to key inputs such as tender
timetables, competition, cost inflation and discount
rates Our own specialists contnbuted to this work

We assessed whether the Group's disclosures about
the sensitivity of the outcome of the impairment
assessment to changes In key assumptions reflected
the nsks inherent in the valuation of this dwvision We
also assessed whether the Group's disclosures reflected
approprately the cutcome of its imparment testing
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Cur application of matenality and an overview of the scope of our audit

The matenality for the Group financial statements as a whole was set at £3 5 milion This has been determined wath reference to a
benchmark of Group profit before taxation, which we consider to be one of the pnncipal considerations for members of the company
in assessing the financial performance of the Group Matenality represents 5 9 per cent of Group profit before tax and 4 7 per cent of
Group profit before tax adjusted for the impairment charge of £14 2m as disclosed in note 9 of the financial statements

We agreed with the Audit Committee to report to it all comected and uncorrected misstatements we identified through our audit with
a value In excess of £175,000 for ncome statement items, 1N addition to other audit misstatements we believed warranted reporting
on quahtative grounds

Audits for Group reporting purposes were performed by component audt tearmns at the reporting components in the following countnes
UK {eight components, seven performed by the Group audit team), Kenya and Malta In addition, specified audit procedures were
performed by component auditors covenng three components in the UK {two locations) and by the Group audit team over a further
five components Including two in the UK, two in the US and one in Brazil These Group procedures covered 91 per cent of total Group
revenue, 92 per cent of Group profit before taxation, and 88 per cent of total Group assets

The audits undertaken for Group reporting purposes at ali the key reporting components of the Group were all performed to local
matenality levels These local matenality levels were set indvidually for sach component and agreed wih the Group audt team and
ranged from £0 1 milion to £2 7 milkon

Detaled instructions were sent to all the auditors In these locations These instructions covered the significant areas that should be
addressed by the component auditors (which included the relevant nsks of matenal misstatement detaled above) and set out the
information required to be reported back to the Group audit team In addition to those components audited directly by the Group audit
{eam, members of the Group audit team wisited three components, two in the United Kingdom and Malta. Telephone meetings were also
held with the auditors at these and other locations that were not physically visited

Our opinion on other matters prescnbed by the Companies Act 2006 s unmaodified
In our opinion

¢ The part of the directors’ remuneration report to be audited has been properly prepared 10 accordance with the Comparies Act 2006

» The information given In the strategic report and the directors’ report for the financial year for which the financial statements are
prepared 1s congistent with the financial statements

We have nothing to report in respect of matters on which we are required to report by exception

Under 1SAs (UK and Ireland) we are required to report to you if, based on the knowledge we acquired dunng our audit, we have identified
other information In the annual report that contains a matenal iInconsistency with ether that knowledge or the financial statements,

a matenal misstatement of fact, or that 1s otherwise misleading

In particular, we are required to report to you if

* We have identified matenal inconsistencies between the knowledge we acquired dunng our audit and the Directors' statement that
they consider that the annual report and financial statements taken as a whole 1s far, balanced and understandable and provides
the information necessary for shareholders to assess the Group’s performance, business mede! and strategy, or

* The Audit Committes report on pages 38 to 40 does not appropriately address matters communicated by us to the Audit Committee
Under the Companies Act 2006 we are required to report to you if, in our opinion

* Adequate accounting records have not been kept by the Parent Company or returns adequate for our audit have not been recerved
from branches not wisited by us

* The Parent Company financial statements and the part of the directors’ remuneration report to be audited are not in agreement with
the accounting records and returns, or

* Certan 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
Under the Listing Rules we are required to review

* The Directors’ statement, sel out on page 71, in relation to going concern, and

« The part of the corporate governance report on pages 32 to 37 relating to the Company's compliance wath the nine provisions of the
2010 UK Corporate Governance Code specified for our review

We have nothing to report In respect of the above responsibilities

Scope of report and responsibilities

As explained mare fully in the statement of Directors' responsibilities set out on page 61, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair vew A descnphion of the scope of an audit of financial
statements 1s provided on the Finarcial Reporting Council's website at www fre ong uk/auditscopeukprivate  This report 15 made solely

to the Company's members as a body and 1s subject to important explanations and disclamers regarding our responsibilities, pubhshed
on our website at www kpmg com/uk/auditscopeukco2013a, which are incorporated into this report as if set out in full and should be
read to provide an understanding of the purpose of this report, the work we have undertaken and the basis of our opimons

Py T
lan Bone
Senior Statutory Auditor
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants, 15 Canada Square, London

28 May 2014
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Group income statement
for the period ended 29 March 2014

2014 2013
Notes. fm £m
Revenue 1 5133 4837
Operating expenses - ordinary 2 {424.0} (422 2)
Operating expenses - exceptonal 23 {17.5) {7 6)
Total operating expenses {441.5)} 429 8)
Operating profit 718 539
Comprising
Underlying operating profit before IAS 19R 90.5 632
Defined benefit pension administration costs (1S 19R)** 1.2) (17
Exceptional tems 3 {17.5) 7 6
Profit before interest and taxation 718 539
Intsrest income 4 02 02
Interest expense 4 {4.9) @8
Retirement benefit obligation net finance expense 22 7.3) (66)
Net finance expense (12.0) (102)
Profit before taxation 59.8 437
Compnsing
Underting profit before tax 7.3 513
Exceptional items 2 (17.5) {7 6)
Taxation 5 {11.9) 559
Profit for the year 479 382
Compnsing
Underlying profit for the year 612 383
Loss for the year on exceptional tems 3 (13.3) (1 1)
Profit attnbutable to equity shareholders of the Company 413 3rz
Profit attnbutable to non-controling interests 0.6 10
47.9 382
Profit for the year attnbutable to the Company's equity holders
Earnings per ordinary share
Basic 6 47.3p 37 4p
Diluted ) 47.0p 36 9p
Impact of IAS 19R restatement 58p
Basic earnings per ordinary share as previously reported 43 3p
Diluted earnings per ordinary share as previously reported 42 8p

*Rastated 10 reflect the amandments to IAS 18R Employee benefits {IAS 19R) - see accounting policies

*The impact of IAS 19R on operating profit has been separately disclosed above as wea consider this to be usaful to the users of the accounts given the mponance

of the Group's Improvement Plan operating profit target, which was stated before exceptional stems and 1AS 18R
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Group statement of comprehensive income
for the period ended 29 March 2014

2014 203
Notes £m £m
Profit for the year 47.9 382
Other comprehensive income
Rems that are not rectassifiad subsequently to profit or loss:
Remeasurament losses on retirement benefit cbligations 22 2.1) (28 5
Tax related to remeasurement of net defined benefit liability 5 4.7 56
Rems that may be rectassified subsequently to profit or loss:
Foreign currency translation differences for foreign operations (2.5) 10
Change in far value of cash flow hedges 4.2) (09)
Change in far value of cash flow hedges transferred to profit or loss 06 21
Income tax relating to components of other comprehensive income 5 0.2 oM
Other comprehensive income for the year, net of tax (127 (218
Total comprehensive income for the year 35.2 164
Comprehensive income for the year attnbutable to
Equity shareholders of the Company .6 154
Non-controling interests 0.8 10
35.2 164

Rastatad to refliect the amendments to [AS 19R Errployee benefits — see accounting polcies
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Group balance sheet
at 29 March 2014

2014 2013
Mates £m £m
ASSETS
Non-current assets
Property, plant and equipment ) 184.3 1797
Intangible assets 9 18.1 280
Investments in associates and jont ventures 0.1 01
Deferred tax assets 1 37.5 455
Denvative financial assets 12 0.4 -
2404 2513
Current assets
Inventones 1 771 734
Trade and other recevables 1 105.0 892
Current tax assets 0.2 03
Denvative financial assets 12 23 49
Cash and cash equivalents 13 57.9 248
2425 1926
Total assets 482.9 4439
LIABILITIES
Current habilities
Borrowings 1B {147.8) (101 5)
Trade and cther payables 15 {170 9) (167 4)
Current tax labiities (27 8) (29 1)
Denvative financial labilites 12 (5.8) {39
Provisions for llabdites and charges 17 (21 1) {26 0}
{373.2) (327 9)
Non-current habilibies
Retirement benefit obligations 2 {168 0) (169 1)
Deferred tax labilties 14 13 {28)
Dernvative financial habilties 12 {1.5) {12
Provisions for habilities and charges 1”7 {2.1) {4 5)
Other non-current habiliies 15 (7.2) {50}
{180.1) (182 6)
Total habilities {653.3) 5108)
Net liabilries (70.4) (66 6)
EQUITY
Share capital 18 48.3 458
Share premium account 353 319
Capital redemption reserve 5.9 59
Hedge reserve {3-2) ©3)
Cumulative translation adjustment {3.4) {04}
Cther reserve {83.8) (83 8)
Retained earnings (72.6) (704
Total equity attnbutable to shareholders of the Company {75.5) {71 3}
Non-controlling interests 51 47
Totalequty  , (70.4) {66 6)

Approveg/by g/ Board on 28 May 2014
Philip Rpgers:

Charm
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Group statement of changes in equity

for the period ended 29 March 2014

Non-controling Total
Altiibutable 10 equty shareholders nierests sty
Share Capual Cumiive
SEon oTER oS oSmm On oy

frm £m £m tm £m £m iy tm &m
Balance at 31 March 2012 457 307 59 {123 (14) (838 (45 4) 39 (45 6)
Profit for the year - - - - - - 372 10 382
Other comprehensive ncome
for the year, net of tax - - - 09 10 - (237) - {21 8)
Total comprehensve mcome
for the year - - - 09 10 - 135 10 164
Transactons with owners
of the Company recognised
directly in equity
Share capital 1ssued 01 12 - - - - - - 13
Employee share schems
- value of services provided - - - - - - 30 - 30
Income tax on income
and expenses recogrised
directly in equity - - - - - - 06 - a6
Dwvidends paid - - - - - - (42 1) ©2 (42 3)
Balance at 30 March 2013 458 319 59 03 {0 49) 83 8 (70 4) a7 {66 6)
Profit for the year - - - - - - 47 3 06 479
Other comprehensve mcome
for the year, net of tax - - - 29 830 - (6 8) - (127)
Total comprehensive income
for the year - - - (29 30 - 405 Q6 352
Transactions with owners
of the Company recognised
directly in equity:
Share capital 1ssued 05 34 - - - - - - 39
Employee share scheme
- value of services provided - - - - - - 02 - 02
Income tax on ncome
and expenses recognised
directly in eguity - - - - - - 03 - (03)
Dwvidends pawd - - - - - 422 023 (42 4
Balance at 29 March 2014 463 35.3 5.9 3.2 (3.4) {83.8) (72.6) 5.1 (70.4)

Share premium account

This reserve anses from the issuance of shares for consideration in excess of their nominal value

Capital redemption reserve

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

Hedgs reserve

This reserve records the portion of any gain or loss on hedging instruments that are determined to be effective cash flow hedges

When the hedged transaction occurs, the gain or loss on the hedging nstrument is transferred out of squity to the ncome statement

If a forecast transaction 1s no longer expacted to occur, the gan or loss on the related hedging nstrument previously recognised in

equrty 1s transferred to the Incoma statement An analysis of the movements in the hedge reserve 15 shown in note 12

Cumulative translation adjustment
This reserve records cumulative exchange differences ansing from the translation of the financial statements of foreign entrties since
transition to IFRS Upon disposal of foreign operations, the refated accumulated exchange differences are recycled to the income

statement This reserve also records the effect of hedging net iInvestments in forexgn operations

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 plc (now De La Rue Holdings plc), following the approval of a High Court
Scheme of Amangement In exchange for every 20 ordinary shares in De La Rue ple, shareholders receved 17 ordinary shares plus
920p in cash The other reserve of £83 8m arose as a result of this transaction and 1s a permanent adustment to the consohdated

financial statements
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Group cash flow statement
for the period ended 29 March 2014

2014 2013
Notes £m
Cash flows from operating activities
Profit before tax 59.8 437
Adpstments for
Finance Income and expense 120 102
Depreciation and amortisation 283 263
Increase in INventory (6.1) G
Increase in trade and other recavables {11.5) B9
Decrease in trade and other payables {0.9) (38
Decrease In reorganisation provisions B89) (10 4)
Special pension fund contrbutions (11.5) {162
(Profit/loss on disposal of property, plant and equipment and software intangibles {4.0) 03
Asset mparment 14.2 -
Other non-cash movernents {0.4) 13
Cash generated from operating activities 73.9 404
Tax pad (11.2) (75
Net cash flows from operating activities 62.7 329
Cash flows frorn investing activities
Purchases of property, plant, equpment and software intangibles (34.9) @371
Development assets caprtalised @7 37
Proceeds from sale of property, plant and equipment 8.1 02
Net cash flows from investing activities (31.5) (40 6)
Net cash flows before financing activities 31.2 77
Cash flows from financing activities
Proceeds from issue of share capital 38 13
Proceeds from borrowings 47.2 5049
Interest receved 02 02
Interest pad (4 6) (35)
Dmdends paid to shareholders {42.2) (42 1)
Dwvidends paid to non-controling nterests (0.2) 02
Net cash flows from financing activities 4.2 66
Net increase/{decrease} in cash and cash equivalents in the year 354 {11)
Cash and cash equivalents at the beginning of the year 217 225
Exchange rate effects (0.9) c3
Cash and cash equivalents at the end of the year 56.2 217
Cash and cash equivalents consist of
Cash at bank and in hand 13 55.7 248
Short term deposits 2.2 -
Bank overdrafts (t.7) 31
20 56.2 217

“Rastated to reflect the amendmants to IAS 15R Employee bengfits - see accountng pofices
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Accounting policies

The Company

De La Rue plc (the Company) s a

pubkc imted company incorporated
and dormiciled In the United Kingdom
The address of its registered office 18
disciosed on page 108 of this annual report
The consolidated financial statements

of the Company for the period ended

29 March 2014 compnse the Company
and its subsidianes (together referred to
as the Group) and the Group's interest

in associates The Company financial
statements present mformation about the
Company as a separate entity and not
about its Group The principal actvities
of the Group are descnbed in note 1

Statement of compliance

European Union {EU)) law (IAS Regulation
EC 1606/2002) requires that the
consolidated financial statements, for the
penod ended 29 March 2014, be prepared
in accordance with international financsal
reporting standards (FRS) as adopted

by the EU These consohdated financial
statements have been approved by the
Diractors and prepared in accordance with
IFRS including nterpretations issued by the
International Accountng Standards Board

Basis of preparation

The consolidated financial statements have
baen prepared under the histoncal cost
convention with the exception of certain
items which are measured at far value as
disclosed in the accounting policies below
The accounts have been prepared as at
29 March 2014, baing the last Saturday In
March The comparatves for the 2012/13
financial year are for the penod ended

30 March 2013

The Company has elected to prepare its
financial statements in accordance with
UK generally accepted accounting practice
{UK GAAP)

The principal accounting policies adopted
in the preparation of these consohkdated
financial statements are set out below or
have been incorporated with the relevant
notes to the accounts where appropnate
These policies have been consistently
applied to all the years presented, unless
ctherwise stated

Bunng the period a number of
amendments to [FRS became sffectve
and were adopted by the Group, nong

of which had a matenal mpact on the
Group's net cash flows, financial position,
total comprehensive INCOME Or eamings
per share, other than IAS 19 - Employee
benefits, which requires retrospectve
adopton and therefore pnor penods have
been restated

De La Rue Annual Report 2014

As a result of IAS 19 {2011), the Group
has changed its accounting pohicy with
respect to the basis for determining the
ncome or expense related to its defined
benefit scheme Under IAS 19 (2011),
the Group determines the net interest
expense for the period on the net defined
lliability by apptying the discount rate used
to measure the defined benefit cbligation
at the beginning of the annual penod to
the defined benefit asset at the beginning
of the annual penod, taking into account
any changes in the net defined benefit
asset dunng the penod as a result of
contnbutions and benefit payments In
addition, pension admistration charges
are now charged against operating profit

The impact of the change has been

to increase operating costs by £1 2m
(201213 £1 7m), increase tha net interest
expense by £6 7m (2012/13 £6 1m),
reduce taxation by £1 8m (2012/13 £1 8m),
with compensating adjustments in other
comprehensive Income leaving equity
unchanged This has reduced profit after
tax by £6 1m (2012/13 £59m), and
reduced underlying and basic EPS by 6 1p
(201213 5 9p)

A number of other new and amended IFRS
were ssued dunng the year which do not
become effective untl after 29 March 2014
None of these are hkely to have a matenal
mpact on the Group for the 2014715 year

The Group's business actwvities, together
with the factors likely to affect its future
development, performance and postion
are set cut on pages 6 to 23 of the
strategic report In addition, pages 84 to 80
include the Group's objectves, poticies and
processes for financial nsk management,
details of its financial nstruments and
hedging actvities and its exposure to credrt
nsk, iquidity nsk and cormmodity pricing
nsk The financial position of the Group, ts
cash flows, lquidity positton and borrowing
facilities are described on page 17 of the
strategic report

The Group meets its funding regquirements
through cash generated from operatons
and a revoling credit facility which expires
in December 2016 The Group's forecasts
and projections, which cover a penod of
more than 12 months, taking nto account
reasonably possible changes in normal
trading performance, show that the
Group should be able to operate within its
currently available facilites The Group has
sufficient financial resources together with
assets that are expected to generate cash
flow i1 the nermial course of business

™

As a cansequence and notwithstanding
the net labiity position being reported In
the consoldated balance sheet, which
has pnmanly ansen due to the value

of the defictt in the retirement bensfit
obligations, or the uncertanty as to the i
outcome of the paper production issues
noted on page 5, the Drrectors have a
reasonable expectation that the Company
and the Group are well placed to manage
their busingss nsks and to continue N
operational existence for the foreseeable
future Accordingly, the Directors continue
to adopt the going concern basis In
prepanng the annual report and accounts

Basis of consoldation

The consclidated financial statements

incorporate the financial statements of

the Company and entities controlled

by the Company (its subsidianes) up to

29 March 2014 Control exists when the

Company has the power to govern the g
&

wodai obepeig

podan sioeiq

financal and operating policies of an entity
s0 as to obtain benefits from ifs actvities
In assessing control, potential voting rights
that ara currently exercisable are taken
into account The results of subsidianes
acquired or disposed of dunng the year
are ncluded in the consolidated financtal
staternents from the date that control
commences or untll the date that control
ceases The mapornty of the subsidianes
prepare ther financial statements up to

29 March except for certan subsidiaries
whose year end 1s 31 December In

the case of the subsidiaries whose
financial statements are made up to

31 December 2013, resutts for the penod
to 29 March 2014 and the balance sheet as
at 29 March 2014 have been consolidated

On acquisiion, the assets, liabilities

and contingent habilites of a subsiciary
are measured at ther far values at the
date of acquisition Any excess of the
cost of acquisitton over the far values

of the dentifiable net assets acquired i1s
recognised as goodwill Any deficiency of
the cost of acquisition below the far values
of the identifiable net assets acquired

(ie discount on acquisition) is credited

to the ncome statement in the penod of
acquisition Where necessary, adjustments
are made to the financial statements

of subsidianes to bring the accounting
policies used into line with those used

by the Group

All intra-Group transactions, balances,
mcome and expenses are efiminated
on consofidation
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Accounting policies
continued

Significant accounting policies

The significant accounting policies adopted
in the preparation of these consolidated
financial statements have been
incorporated into the relevant notes where
possible General accounting policies
which are not specific to an accounting
note, for example foreign exchange,

are sel out below

Foreign currency

Foreign currency transactions

These financial statements are presented
n sterling, which 1s the functional and
presentational currency of the Company
The functional currency of Group entities
18 prncipally determined by the primary
economic environment in which the
respective entity operates

Transactions n foreign currencies entered
intc by Group entities are translated into
the functional currencies of those entrhes
at the rates of exchange at the date of the
transaction Monetary assets and labilites
denominated i foreign curencies at the
balance sheet date are translated at the
rate of exchange nuling at that date Foreign
exchange differences ansing on transiation
are recogrised in the income statement

Foreign currency non-monetary items
measured n terms of histoncal cost are
translated at the rate of exchange at
the date of the fransaction Exchange
differences on non-monetary tems are
recognised In line with whether the gain
or loss on the non-monetary item itself
15 recognised m the ncome statement

or in equity

In order to hedge its exposure to certain
foreign exchange nsks, the Group enters
into forward contracts (refer to note 12
for detalls of the Group's accounting
pohcies in respect of such denvative
financial nstrurments)

Financial staternents of foreign operations
Assets and labiities of foreign operations,
including goodwill and intangble assets,
are translated at the exchange rate
prevaling at the balance sheest date
Income and expenses are translated

at average exchange rates (which
approximate to actual rates) Exchange
dffferences ansing on retranslation arg
recognised in the Group's translation
reserve, which i1s a component of equity
When a foreign operation is sokl, exchange
differences that were recorded in equity are
recognised in the income statement as part
of the gain or loss on sale

Exchange differences in respect of foreign
operations that arose before 27 March
2004, the date of transition to Adopted
IFRS, are presented as part of retained
earnngs, as permitted by IFRS 1
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Net investment in foreign operations
Foreign cumrency differences arising

on the re-translation of a financial kability
desgnated as a hedge of a net nvestment
i foresgn operations are recogrused In
the translation reserve to the extent the
hedge s effective To the extent that the
hedge 15 ineftectve, such differences are
recognised as finance income or Costs N
the ncome statement Cumulative gams
or losses In equity ansing since the date
of transition to Adopted IFRS are taken
to the ncome statement on disposal

of the foreign operation

Revenue recogniion

Group revenue predominantly represents
sales to external customers of
manufactured products which fall wathin
the Group's ordinary trading actvities
This excludes VAT and other sales taxes

Revenue is recognised in the income
statement to the extent that it 15 probable
that the economite benefits associated
with the transaction will flow into the Group
and the amount can be reliably measured
In practice, the timing of the transfer of
nsks and rewards vanes depending on

the indmwdual terms of the sales agreement
For sales of products and associated
components, when sold separately,

the transfer usually occurs on loading

the goods onto the relevant carrer or,

at an earlier point in time when conditicns
are met for recognition of revenue on a

bill and hold basis

Revenue on service based contracts

1s recognised as senices are provided

If the sersices under a single arrangement
are rendered n different reparting
periods, or under an arrangement that
also includes the sale of goods, then the
consideration 1s allocated on a relative far
value basts between the sale of goods and
rendenng of services and then allocated
to the appropnate reporting penods n
accordance with the transfer of nsks and
rewards and the contractual Iife of the
service contract

Revenues and ¢osts on project based
confracts are recognised by reference

to the stage of completion, based on the
work performed to date and the overall
contract profitability The assessment of
the stage of completion s dependent on
the nature of the contract and is assessed
by reference to reviews of work performed,
achievement of contractual milestones
and costs incurred

Cntical accounting judgements and
key sources of estimation uncertainty
Management has discussed with the Auchit
Commiuttee the development, selection
and disclosure of the Group's critical
accounting policies and estimates and the
application of these pokcies and estimates
Management 1s required to exercise
significant jJudgement i the application

of these polices Estirmates are made in
many areas and the cutcome may differ
from that calculated The key assumptions
concerning the future and other key
sources of estmation uncertanty at the
balance sheet date that have a significant
risk of causing a material adjustment to the
carrying amounts of assets and labilities
within the next financial year are set

out below

Revenue recogniion

Customer contracts within the Currency
business will often include specific

terms that impact the tming of revenue
recognition The timing of the transter

of nsks and rewards vares depending on
the mdnadual terms of the sales agreement
For sales of products and associated
components, when sold separately,

the transfer usually occurs on kading

the goods onto the relevant camer or,

at an earher point In time when conditions
are met for recognition of ravenue on a
bill and hold basis Judgement 15 used
ninterpreting these terms and conditions
in assessing when the nsks and rewards
have been transferred to the customer
especially where they include complex
acceptance cntena

Valuation of work in progress

At any point in time, the Group has
significant levels of Inventory work in
progress Currency manufacturing is a
complex process and the final product

i1s required to be made to exacting
specifications and tolerance levels

In valuing the work in progress at the
balance sheet date, assessments are
made over the leve! of waste contaned
within the product based on the production
performance to date and past expenence
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intangtble assets

The Group tests annually whether goodwill
and other assets that have indefinte
usseful ives are impared Other assets are
reviewed for Imparment whenever events
or changes in crcumstances incicate

that the carryng amount of the asset
exceeds Its recoverable amount The
recoverable amount of an asset or a cash
generating unit 1s determined based on
valus in use calculations prepared on the
basis of management’s assumptions and
estimates of future cash flows, discounted
at suitable rates

Pension obligations

Pension costs within the ncome staterment
and the pansion obligations as stated n
the balance shest are both dependent
upon a number of assumptions chosen by
management These include the rate used
to discount future habilties, the expected
longemity for cument and future pensioners
and estmates of future rates of nflation

The discount rate 1s the interest rate that
should be used to determine the present
value of estimated future cash outflows
expected to be required to settle the
penston obligations In determining the
appropnate discount rate, the Group
considers the interest rates of high quality
corporate bonds that are denominated
in the currency m which the benefits will
be paid, and that have terms to maturty
approximatng to the terms of the related
pension liability See page 98 for detait
of the relative sensitvty of the value of
the schema liabilities to changes in the
discount and inflation rates

Warranties

The Group measures warranty provisions
at the Directors' best estimate of the
amount required to settle the obligation at
the balance sheet date, discounted where
the tme valie of money 1S considered
matenal These estimates take account of
avalable information, historical experence
and the likelhcod of different possible
outcomes Both the amount and the
matunty of these liabilities could be different
from those estimated
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Other accounting judgements,
estimates and assumptions

Tax

The Group is subject to incorne taxes

In numerous junsdictions and significant
judgament Is required in determining the
worldwide provision for those taxes The
level of current and deferred tax recogmised
1s dependent on subjective judgements as
to the outcome of decisions to be made

by the tax authonties In the vanous tax
junsdictions around the world in which

the Group operates It 1s necessary 10
consider which deferred tax asssts should
be recognised based on an assessmant

of the extent to which they are regarded

as recoverable, which involves assessment
of the future trading prospects of ndividual
statutory entties  The actual outcome

may vary from that anticipated Whera the
final tax outcomes differ from the amounts
ntially recorded, there will be impacts upon
income tax and deferred tax provisions and
on the ncome statement in the penod In
which such determination 1s made

Exceptional tems

The Dwrectors consider items of income
and expenditure which are both matenal
by size and/or by nature and noen-recumng
should be disclosed separately In the
financial statements so as to help provide
an indication of the Group's underlying
busmness performance The Drectors bbel
these iterns collectvely as ‘exceptional
tems’ Detenmining which transachions
are to be considered excseptional in nature
15 often a subjective matter However,
crcumstances that the Directors believe
would gve nse to exceptional items for
separate disclosure would Include gains
or losses on the disposal of businesses
{other than those within the scope of
IFRS 5), curtaiments on defined bensfit
pension arrangements, restructunng

of businesses and asset mparments

All exceptional tems are included on the
appropnate income statement category

to which they relate
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Notes to the accounts

1 Segmental analysis

The Group has two busness units, Currency and Solutions Currency is a single operating unit Solutions consists of three operating
units Cash Processing Solutions, Securnity Products and Identity Systems  The Board, which 1s the Group's chief operating decision
maker, monttars the performance of the Group at an operating unit leve! and there are therefore four reportable segments The pnncipal
financial mformation reviewed by the Board, 1s revenue and operating profit before exceptional tems, measured on an IFRS basts

The Group's segments are

Currency
* Pravides printed banknotes, banknaote paper and banknote security components

Solutions
» Cash Processing Solutions — primarly focused on the production of large banknote sorters and authentication machines for central
banks, complementing the Currency business

« Secunty Products — produces security documents, ncluding authentication labels, brand licensing products, government documents,
cheques and postage stamps

* |dentity Systems — involved in the prowision of passport, ePassport, national ID and elD, driving licence and voter registration schernes
Inter-segmental transactions are camed out on an arms length basis and elminated upon consoldation

Sotutions
Cash

Currency ‘Sotutions Products m Unaliocated Tota!
2014 £m £m tm £m tm [
Total revenue 342.7 57.4 46.2 77.6 - 5239
Less inter-segment revenue {1.9) 4.2) (4.5) - - (10 8}
Ravenue 3408 53.2 1.7 77.8 - 513.3
Underying operating profit/{loss) 62.0 4.1) 10.6 20 - 90.5
Defined benefit pension administration cost 1.3 {1.2)
Exceptional tems — operating (note 3) 0.5 (16.9) 1.3 - 2.9) (17 5)
Operating profit/{loss) 62.5 {21.0) 11.9 220 (3.6) 718
Net interest expense 4.7 {4.7)
Retrement benefit cbligations nat finance expense (7.3) 3
Profit before taxation 59.8
Segment assets 2477 356 26.4 39.8 1334 482.9
Segment labilities (133.0) (11.4) .7 {21.9) (379.3) (553.3)
Capital expenditure on property, plant and equipment 35.2 0.6 1.4 1.7 - 38,9
Capital expenditure on intangible assets 1.9 25 22 0.1 - 6.7
Depreciation of property, ptant and equipment 171 13 20 34 - 23.8
Impairment of property, plant and equipment - 3.8 - - - 3.6
Amortisation of ntangible assets 13 27 - 0.5 - 4.5
Imparment of ntangible assets - 10.6 - - - 106

Unallocated assets principally comprise deferred tax assets of £37 5m (2012/13 £45 5m), cash and cash equivalents of £57 9m
(2012/13 £24 8m) which are used as part of the Group's financing offset arrangements and dervative financial Instrument assets
of £2 7m (2012/13 £4 9m) as well as current tax assets, associates and centrally managed property, plant and equipment

Unallocated llabiliies pnncipally compnse retirernent benefit obligations of £168 Om (2012/13 £169 1m), borrowings of £147 8m
(2012/13 £101 5m), current tax labilties of £27 6m (2012/13 £29 1m) and denvatve financial nstrument labiliyies of £7 3m
{(2012/13 £5 1m) as well as deferred tax labilities and centrally held accruals and provisions
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1 Segmental analysis continued

Sokimors
Cash
Cumrency P'm P:m m Unalocated Toal
2013" £m tm £m am £m m
Total revenue 2981 612 451 844 - 4888
Less inter-segment revenue (19 - 32 - - 51)
Revenue 296 2 612 419 844 - 4837
Underlying operating profit 380 - 89 163 - 632
Defined benefit pension adminstration cost nNn N
Exceptional tems — operating [note 3) 18 - (2 1) - 87 (7 6)
QOperating profit/(loss) 362 - 68 163 54 539
Net nterest expense (36) (3 6)
Retirement benefit obligations net finance expense 66 (6 8)
Profit before taxation 437
Segment assets 2208 493 218 455 1065 4439
Segment labiries (1122 {21 ) (89 (23 8) (343 7) {510 5)
Capital expenditure on property, plant and equipment 333 17 68 04 - 422
Capital expenditure on intangible assets 31 10 - 01 - 42
Depreciation of property, plant and equipment 176 18 08 31 - 234
Amgrtisation of ntangble assets 13 10 - 06 - 29
*Restated to mflect the amendiments to AS 19R Employee benefits — see accounting polcies
Analysis of revenue by actraty
2014 2013
fm tn
Goods 476.2 4461
Services 371 are
5133 4837
Geographic analysis of revenue by ongin
2014 2013
m on
UK 428.1 3863
Other countnes 85.2 97 4
5133 4837
Geographic analysis of non-current assets
2014 2013
tm tm
UK 142.0 1325
Malta 28.7 310
SriLanka 18.5 202
Other countnes 15.2 221
2024 2058

Deferred tax assets and denvative financial nstnuments are excluded from the analysis shown above

Major customers

The Group has no major customer from which i derived revenues of greater than 10 per centin 2013/14 (2012/13 £52 im n the

Identity Systems operating unit)
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Notes to the accounts
continued

2 Expenses by nature

2014 2013

£m tm

Caost of nventones recogrised as an expense 155.5 1120
Net decrease In imparrment of inventones (1.4) 11
Depreciation of property, plant and equipment 23.8 234
Asset ymparment charge 142 -
Amortisation of intangibles 4.5 29
Operating leases
- Hire of plant and eguipment 10 10
- Hire of property 34 38
Amounts payable to KPMG and #ts associates
- Audlit of these conscldated financial statements 0.2 01
— Audit of the financial statements of subsidianes pursuant to legiskation 0.3 04
- Taxation services 0.3 1
- Other 0.1 -
Research and non-caprialised development expense 1141 104
(Profitifloss on disposal of property, plant and equipment (4.0} 03
Employee costs (including Directors’ emoluments} (note 23) 151.0 1587
Foreign exchange losses 0.6 19

3 Exceptional items

Exceptional terms are disclosed separately in the financial statements where the Directors consider it necessary to do so to provide
further understanding of the financial performance of the Group They are matenal tems of Income or expense that have been shown
separately due io the significance of their nature or amount

2014 2013

£m £
Stte relocation and restructuring 3.5 (7 6}
Legacy indirect tax issues {2.2) —
Muth year contract bid costs {14) -
Professional fees on aborted acquisition {1.0) -
Gain on sale of fixed assets 45 -
Asset imparment (t4.2) -
Exceptional items In operating profit {17.5) (76)
Tax credit an exceptional items 4.2 65

Exceptional costs of £3 5m have been ncurred n 2013714 in connection with the ongoing costs of iImplementing the Improvernent Plan
(2012/13 £7 6m) This brings the cumulative exceptional charges taken in respect of the Improvement Plan to a total of £35 2m

In addttion, £1 1m of charges were ncurred in connection with the preparation of bids for the supply of products or services under
multr year arangements, £2 2m of charges with regard to the resolution of an overseas historc indirect tax kability, £1 Om of legal

and professional fees incurred in relation to an aborted acquisition and £14 2m in relation to tangible and ntanglble asset mpairments
These costs were partly offset by a gan on sale of fixed assets in the year of £4 5m The net cash cost of exceptional items in the
year was £4 Om

Following a detaled review of the Indvidual cash generating units within the CPS business and the performance of the business as

a whols, Imparment charges of £14 2m (£7 4m, development intangibles, £3 2m, goodwill Intangibles and £3 6m, tangible assets)

have been recognised This I1s a consequence of lower expectations of future trading performance, iNformed by the poor trading result
reported In the current financial year These lower expectations, and hence lower forecast cash inflows, refiect the benefit of the targeted
breakeven plan for 2014/15 but also recogmise the continuing challenging srvironment for CPS

The £3 5Sm exceptional operating charge with respect to the Improverment Plan reported in 2013/14 (2012/13 €7 6m) comprsed
£1 5m (2012/13 £0 8m) in staff compensation, £nil (2012/13 £0 2m) of accelerated depreciation on property, plant and equipment,
£0 7m credit (2012/13 £4 3m charge) for site exit costs and £2 7m (2012/13 £2 3m)} in other assocciated reorganisation costs

Tax credits relating to exceptional tems ansing in the penod were £0 9m (2012/13 €2 1m) In addition thers was an exceptional credit
of £3 3m (2012/13 £4 4m) in respect of the determination of the tax treatment of prior year exceptional items, of whiuch £1 7m credit
related to discontinued operations
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4 Interest income and expense

Interest ncome 1s accrued on a time basis, by reference to the prncipal outstanding and at the effective interest rate applicable,
whuch 15 the rate that exactly discounts estimated future cash receipts through the expected Iife of the financial asset to that asset's
net camymng amount

24 2013

£m £m
Recognised in the Income statement
Interest ncome
- Cash and cash equvalents 02 02
Interest expense
- Bank overdrafts (0.6) {04
- Bank loans (3.4) (26)
- Other, including amortisation of finance arrangament fees (0.9) 08
Total interest expense calcutated using the effective nterest method (4.9) (38)
Ratrrement benefit obligation net finance expense (note 22) .3) (6 6)

“Restated to reflect the amendments to IAS 19R Employee benefits — see accounting poices
All finance income and expense anses In respect of assets and habilities not restated to far value through the income statement
The gain to the income statement in respect of the neffective portion of dervatve financial Instruments was £nd (2012/13 Eni)

S Taxation

The tax expense included in the iIncome statement compnses current and deferred tax Current tax is the expected tax payable on the
taxable Incoma for the year, including adjustments in respect of pror penads, using tax rates enacted or substantvely enacted by the
balance sheet date Tax 1s recognised in the iIncome staternent except to the extent that 1t relates to tems recognised drectly in equity,
in which case it 1s recognised In equity

Deferred tax is provided using the balance shest habilty method, providing for temporary differences between the carrying amounts

of assets and kabirties for financial reporting 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 shest date and that are expected to apply when the asset
Is realised or the llability I1s settled

Deferred tax labilities are generally recognised for all taxable tamporary ddferences and deferred tax assets are recognised o the extent
that it 1s probable that future taxable profits will be avalable aganst which the temporary difference can be utdised Such assets and
labilties are not recognised if the temporary difference anses from goodwill, not deductible for tax purposes, or from the intial recogrition
{other than in a business combination) of other assets and labilites n a transaction that affects nether the taxable profit nor the
accounting profit

Deferred tax 1s provided on temporary differences ansing on invastments in subsidiaries, associates and joint ventures, except where
the Group is able to control the timing of the reversal of the termporary difference and it 1S probable that the temporary differance will
not reverse in the foresesable future

The camying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it 1s no longer
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax assets and defarred tax liabilties are only offset to the extent that there is a legally enforceable nght to offset current tax
assets and current tax labilties, they relate to taxes levied by the same taxation authorty and the Group intends to settle its current tax
assets and kabiites on a net basis or to realise an asset and settle a liabilty smultaneously
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Notes to the accounts

continued
5 Taxation continued
2014 20M3
£m
Consolidated ncome statement
Current tax
UK corporation tax
= Current tax 124 82
— Adstment in respect of pnor years 0.7 (38
11.7 44
Overseas tax charges
— Current year 3.6 39
- Adjustment in respect of prior years {2.9) (L8
0.7 29
Total current ncome tax expense 124 73
Deferred tax
- Ongination and reversal of temporary differences, UK 0.9 31
- Ongination and reversal of temporary differences, overseas {1.4) 13
Total deferred tax credit {0.5) {18
Total ncome tax expense in the consolidated income staterment 11.8 55
Attnbutable to
— QOrdinary actvities 16.4 120
- Exceptional tems 4.2) (65
Consolidated statement of comprehensive income;
- On remeasurement of net defined benefit hability 4.7 (56)
- On cash flow hedges 0.0 03
= On foregn exchange on quask-equity balances 05 02
Income tax expense/{credit) reported within other cormprehensive income 4.5 (55)
Consolidated statement of changes n equity:
- On share options 0.3 06
Income tax expense/{credit) reported within equity 0.3 08
The tax on the Group's consolidated profit before tax differs from the UK tax rate of 23 per cent as follows
2014 203
Bafore Exce Batora
items itams Total mm eranm Totad
£m m £m tm £m £m
Profit before tax 7.3 (17 5) 59.8 513 (7 6) 437
Tax calculated at UK tax rate of 23 per cent (2012/13 24 per cent) 17.8 (4.0) 13.8 123 (18 105
Effects of overseas taxation (1.8} - (18) on - 07
Expenses/(credits) not allowable for tax purposes 0.6 13 1.9 13 03 10
Increase in unutiised tax losses 0.5 17 22 ¢3 - 03
Adjustments in respect of prior years {0.1) (3.3) (3.4) (11 44 &5
Change in UK tax rate {0.9) 0.1 {0.8) on - {(eR)}
Tax expense/{credit) 16.1 (4.2 19 120 65 55

“Restatad 1o reflact tha amendments to IAS 19R Employes benelits — sas accountng polices

The underlying effective tax rate excluding exceptional terns was 20 8 per cent (2012/13 23 4 per cent)
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8 Earings per share
Basic earnings per share 1s calculated by dmviding the profit attributable to equity shareholders by the weighted average number
of ordinary shares outstanding during the year, excluding those held in the employee share trust which are treated as cancelied

For diuted earnings per share, the weighted average number of ordinary shares in issue Is adusted for the impact of the dilutve effect
of share options

The Directors are of the opinion that the publication of the undertying earnings per share, before exceptional items, i1s useful to readers
of the accounts as it gives an indication of underlying business performance

a4 2013
pence por pency per
share
Earnings per share
Basic earnings per share 47.3 374
Diluted earmings per share 47.0 369
Underlying earnings per share
Basic earnings per share 60.7 385
Diluted eamings per share 60.2 380
Reconcikatons of the earnings and weighted average number of shares used n the calculations are set out below
Earnings
2014 2013
£m tm
Earnings for basic and diluted earmings per share 473 372
Exceptional tems 17.5 76
Less Tax on exceptional tems 4.2 65)
Earnings for underlying earnings per sharg 60.6 383
Weaighted average number of ordinary shares
x4 2M3
m m
For basic earnings per share 99.9 996
Dilutrve effect of share options 0.7 11
For diluted eamings per share 100.8 1007

*Aastated to reflect the amendmenis to IAS 19R Employes berefits - see accouniing policies

7 Equrty dividends
Final dwidends proposed by the Board of Directors and unpad at the year end are not recognised in the financial statements until they
have been approved by the shareholders at the annual general meeting Intenm dividends are recognised in the penod that they are pad

=
Final dmvidend for the penod ended 30 March 2013 of 28 2p pad on 1 August 2013 28.1 -
Intenm dmdend for the period ended 28 September 2013 of 14 1p paid on 8 January 2014 14.1 -
Final dvidend for the period ended 31 March 2012 of 28 2p paid on 2 August 2012 - 281
Interm dmidend for the penod ended 29 September 2012 of 14 1p pad on 9 January 2013 - 140

422 421

A final dvidend per equity share of 28 2p has been proposed for the perniod ended 29 March 2014 |f approved by shareholders the
dwvidend will be paxd on 1 August 2014 to ordinary sharehalders on the register at 4 July 2014
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Notes to the accounts
continued

8 Property, plant and equipment

Property, plant and equipment are stated at cost or valuation, less accumulated depreciation and any accumulated provision for
impairment in value Assets in the course of construction are Included n property, plant and equipment on the basis of expenditure
incured at the balance sheet date

No dspreciation 1s provided on freehold land Freehald and long leasehold buldings are depreciated over ther estimated useful
economic Ives of 50 years Other leasehold interests are depreciated over the lessar of the unexpired penod of the lease and 50 years

The Group's policy is to wnte off the cost or valuation of all other plant and equipment eventy over ther estimated remamung useful ife at
rates which vary betwsen 4 per cent and 50 per cent per annum The prnncipal annual rate of depreciation used 1s 10 par cent on plant
and machinery and on fixtures and fittings No depreciation is provided for assets in the course of construction

Depreciation methods, residual values and useful ives are reviewed at least at each financial year end, taking nto account
commercial and technical obsolescence as well as normal wear and tear, provision beng made where the camying value exceeds
the recoverable amount

Where borowing costs are attributable to the acquisition, construction or production of a qualifying asset, such costs are capitalised
as part of the specific asset

Land acd Plant and F'mnﬁs and In cowrse of -

Notes on T M e
Cost
At 31 March 2012 602 3202 239 158 4201
Exchange differences 02 12 01 - 15
Additions 04 65 14 339 422
Transfers from assets in the course of construction 04 257 38 (29 9 -
Disposals {13 (158) 29 03 (20 3)
At 30 March 2013 599 3378 263 195 443 5
Exchange differences {04 4 6) 05 {0 1) 56)
Additions - 30 06 353 389
Transfers from assets n the course of construction 61 243 38 (35 8) (16)
Disposals - {83} (10 {02 @5
At 29 March 2014 65.6 352.2 292 18.7 485.7
Accumulated depreciation
At 31 March 2012 239 2172 181 - 25G 2
Exchange differences 01 08 01 - 10
Depreciation charge for the year 16 1899 19 - 234
Disposals 13 (157) 28 - (198
At 30 March 2013 243 2222 173 - 2638
Exchange diferences 02 38 (04 - (44)
Depreciation charge for the year 15 197 26 - 238
impanment 9 22 05 09 - 36
Disposals - @7 ©n - 54
At 29 March 2014 218 2339 19.7 - 281.4
Net book value at 29 March 2014 7.8 118.3 9.5 18.7 184.3
Net book value at 30 March 2013 356 1156 90 195 1797
Net book value at 31 March 2012 363 1030 58 158 1609
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8 Intangible assets
Allintangible assets, except goodwill, are stated at cost less accumulated amortisation and any imparment losses

Goodwill ansing on consolidation represents the excess of the far value of consideration transferred n a business combmation over the
Group's share of the far valuse of dentifiable assets, liabilbes and contingent kabiliies of the business acquired at the date of acquisition

After mitial recognition, goodwill 1s not amorhised and 1s stated at cost less any accumulated impaiment losses At the dats of
acguisition, the goodwill 1s allocated to cash generating units for the purpose of imparment testing and s tested annually for impairment
ar when there are indications of impairment  Any imparment loss 18 recognised immediately in the iIncome statement and 1s not
subsequently reversed

Gans and losses on the disposal of a business include the carrying amount of goodwill relating to the business Goodwill ansing on
the acquisition of subsidianes 1s presented n goodwill, and goodwill ansing on the acquisition of associates 1s presented In investments
in associates Internally generated goodwill is not recognised as an asset Goodwill ansing on acquisitions before 27 March 2004

{the date of transttion to IFRS) has been retaned at the previous UK GAAP amounts subject to being tested for imparment at that date

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 mpaimment losses  Software intangibles are amortised on a straight line basis over the
shorter of their useful economic life or their lcence penod at rates which vary between three and five years Expenditure incurred in
the development of products or enhancements to existing product ranges is caprialised as an ntangble asset only when the future
economic benefits expected to anse are deemed probabls and the costs can be rebably measured Development costs not mesting
these critena are expensed i the Income statement as incurred Caprtalised development costs are amortised on a straight ine basis
over ther estimated useful economic lives, which vary between 5 and 10 years, once the product or enhancement 1s avallable for use
Product research costs are wntten off as incurred

Distribution nghts are capitalised at cost less accumulated amortisation and imparment losses and are amortised over therr useful
economic lives as determined by the ife of the products to which they relate

Googwi costs Sdasms:g Dt nghis Totat
tm £ tm om tm

Cost
At 31 March 2012 82 192 87 04 365
Exchange differences 02 0s - ~ 07
Additions - 34 032 - 42
Disposals - - - - -
At 30 March 2013 84 231 95 04 414
Exchange differences ©4 (10 - - (14
Additions - 63 04 - 67
Transfars from assets in the course of construction - 16 - - 16
Disposals - (02 086 - 08
At 29 March 2014 8.0 20.8 9.3 0.4 47.5
Accumulated amortisation
AL 31 March 2012 05 43 71 04 123
Exchange differences o1 01 - - 02
Amortisation for the year - 19 10 - 29
Disposals - - - -
At 30 March 2013 06 63 a1 04 154
Exchange differences o1 ©3 0H - {0 5)
Amortisation for the year - 39 06 - 45
Impairment 3z 74 - - 1086
Disposals - - {06} - @ 6)
At 29 March 2014 3.7 173 8.0 0.4 294
Carrying value at 29 March 2014 4.3 125 13 - 18.1
Carrying value at 30 March 2013 78 168 14 - 260
Carrying value at 31 March 2012 77 149 16 - 242
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Notes to the accounts
continued

9 Intangible assets continued
Imparment testing

The carrying amounts of the Group's non-financial assets, other than nventones and deferred tax assets are reviewed at each balance
sheet date to determine whether there 1s any indication of mparment If any such indication exists then the asset’s recoverable amount
1s estmated For goodwill and intangible assets that have indefinite useful ves or that are not yet ready for use, the recoverable amount

1S estmated at each reporting date

Asssts that are subject to amortisation are reviewed for mparment whengver events or crcumstances indicate that the carrying value
may not be recoverable In addition, goodwill is tested at least annually for imparment Imparment tests are performed for all Cash
Generating Units (CGUSs) to which goodwill has been allocated at the balance sheet data or whenever there is ndication of mparment
For all other mtangible assets, an impawment test is performed whenever an indicator of mpairment exists

An impairment 10ss 15 recognised immediately in the Income statement for the amount by which the asset’s carying value exceeds
Its recoverable amount, the latter being the higher of the asset's far value less costs to sell and value in use and, n the case of goodwil,
15 not subsequently reversed In assessing value in use, the estimated future cash flows are discounted to therr present value using a

pre-tax discount rate that reflects current market assessments of the ime value of money and the nsks specffic to the asset for which

the estmates of future cash flows have not been adjusted

For other intangible assets, at each balance sheet date an assessment 1s made to determine whether there 1s any mdication that

an imparment loss recogrised in pnor penods may no longer exist or has decreased Where such an indication exists, an impairment

loss 15 reversed to the extent that the asset's camying value does not exceed the carmying amount that would have been determined,

net of depreciation or amortisation, if no Imparment loss had been recognised

Goodwill is allocated to the Group’s CQUSs dentfied accerding to business segment and country of opseration

A segment level surnmary of the goodwill allocation 1s presented below

214 2013

£m £m

Currency 4.3 43
Cash Processing Solutions (GPS) - 35
4.3 78

The maority of the goodwill relates to the acquisition of CS| Ing in 2001 which was allocated to Currency and GPS on the basis that the

acquired business generated synerges for both CGUs

As a result of the worsening trading performance of the CPS operation reported in 2013/14, in additton to the annual review of the
intangible goodwill, the value of the CPS CGU as a whole has been tested for mparment Following this review, impairment charges
of £14 2m were recorded with respect to the CPS operation Of the total charge, £3 2m related to goodwil, £7 4m to development
intangible assets and £3 6m was allocated to property, plant and equipment across the CPS business

The estimates of recaverable amounts are based on value In use calculations which utihse cash flow prajections coverng a five year
penod using the latest projections approved by management plus a terminal value Cash flows beyond the penod covered by the
projections have been held constant The key assumptions underlying these projections are summansed below

(8) Currency The volume and prce of orders secured, particularly in respect of banknotes and banknote papers, are based on a

combination of the current order book and past expenence, taking into account

() Expectations in respect of economic growth and the banknote circulation policies of central banks
(i} The Group's knowledge of its customer base, ganed through its long standing relationships with them
(6) CPS Uni sales of medum and large sorters and the extent of maintenance service income generated from these sales are based

on a combination of orders on hand, past expenence and expectations of future damand

The pre-tax discount rate used for Currency was 13 per cent (2012/13 13 per cent) and for Cash Processing Solutions was
10 per cent (2012/13 13 per cent) The discount rates applied take into account the Group's weighted average cost of capital,
the relatwe risks associated with the CGUs’ aperations and the level of nsk mherent in the forward projections

The Drrectors do not consider there to be any reasonably possible change in assumptions that would resutt In a different conclusion
being reached with regards to the impawment of the CPS CGU, or the recoverable amount being below the carrying amount of the

Currency CGU
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10 Inventones

Inventones and work In progress are valued at the lower of cost and net realisable value Cost s determined on a weighted average
cost basis and compnses directly attnhutable purchase and corversion costs, including direct labour and an allocaton of production
overheads based on normal operating capaciy that have been incurred In brnging those inventores to thewr present location and
condition Net realisable value 1s the estimated selling price less estimated ¢osts of completion and sellng costs

2014 2013

£m £m

Raw matenals 25.7 273
Work in progress 22 257
Finished goods 202 204

771 734

The replacement cost of Inventones 1s not matenally differant from onginal cost

Provisions of £0 6m recognised in pre-exceptional operating expenses were mads against mventories n 2013/14 (2012713 £1 4m)
The Group also reversed provisions of £2 Om (2012/13 £2 5m), being provisions against inventory that was subsequently utilised or sold

11 Trade and other recewvables
Trade and other recevables are measured at carrying value less any impairment, which approxmates to far value

2014 203

£m on

Trade recewvables 97.3 826

Provision for impaiment (3.4) (4 5)
Net trade recevables 93.9 781
Other recevables 7.1 65
Prepayments 4.0 46
105.0 892

There is no concentration of credit nsk with respect to trade recevables as the Group has a large number of custormers, internationally
dispersed

The ageing of trade and other recevables (excluding prepayments) at the reporting date was

Qroas  tmpairment Gross Imparment

2014 204 2013 2013

tm tm tm £m

Not past due 66.9 - 62 2 -
Past due 0-30 days 15.5 {0.2) 139 -
Past due 31-120 days 13.6 {0.6) 82 (0 9)
Past due more than 120 days 84 {2.6) 48 (3 6)
104.4 3.4) 891 (4 5)

The provision for impaimment In respect of trade recevables 1s used to record losses unless the Group 1s satisfied that no recovery of the
amount owing Is possible, at that pont the amounts considered irecoverable are written off against the financial asset directly

The movement in the allowance for mparment in respect of trade recevables dunng the year was as follows

2014 2013

m m

Balance at begnning of year (4.5) 47

Impairment iosses recognised (0.8) 19
Impament lossas reversed 2.0 21

Balance at end of year (3.4) (45)

Amounts can go past due before collection in situations where the customer may have raised guenes over contractual complance
Such ssues anse it the nommal course of business and are routinely addressed to the satisfacton of the customer The Group believes
that the unimparred amounts that are past due by more than 30 days are stii coflectible in full, based on histonc payment behaviour and
analysis of customer cradit nsk, Including undertying customers’ credit ratings If they are avatlable
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Notes to the accounts
continued

12 Financial nsk

Financial sk management

Overview

The Group’s actmiies expose It to a vanety of financial nsks, the most significant of which are liquidity nsk, market nsk and credit nsk

The Group’s financal nsk management policies are estabkshed and reviewed regularly to identrfy and analyse the rsks faced by the
Group, to set appropnate risk hmits and controls, and to monitor nsks and adherence to imits  The use of financial denvatives is
governed by the Group’s nsk management policies approved by the Board of Directors, which provicle written pnnciples on the use
of financial dervatives consistent with the Group’s sk management strategy The Group's treasury department is responsible for the
managemeant of these financial nsks faced by the Group

Group treasury dentfies, evaluates and in certain cases hedges financial nsks in close cooperation with the Group's operating units
Group treasury provides written principles for overall financial nsk management as well as policies covenng specific areas, such as
foreign exchange rigk, interest rate nsk, use of dervatwe financial instruments and the nvestment of excess liguidity

Liquicty nisk

Liguichty risk 1 the rigk that the Group will not be able to meet ts financial obligations as they fall due The Group’s approach to
managing hquidity 1s to ensure, as far as possible, that it wil always have sufficient iquidity to meet its labilites where due, under both
normal and stressed conditions, without Incumng unacceptable losses or nsking damage to the Group’s reputation

The Group manages this nsk by ensuring that it mantains sufficient levels of committed borrowing faciities and cash and cash
equivalents The level of headroom needed 1s reviewed annually as part of the Group's planning process

A maturty analysis of the carrying amount of the Group's borrowings 18 shown below In the reporting of financial nsk section togsther
with associated far values

Market nsk

Market sk 1 the nsk that changes in market prices, such as foreign exchange rates and interest rates, will affect the Group’s Income
or the value of ts holdings of financial nstruments The Group uses a range of derivative instruments, ncluding forward contracts and
swaps to hedge s nisk to changes n foreign exchange rates and interest rates with the objectve of controling market nsk expasures
within acceptabla parameters, while optirising the retum Dervative financial Instruments are only used for hedging purposes

{a) Currency nsk

The Group operates internationally and 1s exposed to foreign exchange risk arising from various currency exposures, pnmanty with
respect to the US dollar and the euro Foreign exchange nsk anses from future cornmercial transactions, recognised assets and labidities
unrecognised firn commitments and investments in foreign operations

To manage therr foreign exchange risk ansing from future commercial transactions and recogrised assets and labilities, entities in the
Group use forward contracts, transacted with Group treasury Foreign exchange nsk anses when future commercial transactions or
recognised assets or habilities are denominated in a currency that 1s not the entty's functional cumency Group treasury s responsible
for managng the net postion in each curency via foreign exchange contracts transacted with financial nstitutions

The Group's nsk management polcy aims to hedge firm commitments and between 60 per cent and 100 per cent of forecast exposures
in each major currency for the subsequent 12 months to the extent that forecast transactions are highly probable

The Group has certain nvestments in foreign operations, whosa net assets are exposed to foreign currency translation sk The Group’s
policy 13 to manage the currency exposure ansing from the net assets of the Group's foreign operations prmarily through borrowings
denominated in the relevant foreign cumencies and through foreign currency swaps

The Group's policy 1s not to hedge net investments in subsidiaries or the translation of profits or losses generated in overseas
subsidiaries

(b} interest rata nsk

All matenal financial assets and habilties are mantained at floating rates of interest Where the Group has forecast average levels of
nst debt above £50m on a continuing basis, floating to fixed interest rate swaps have besn used to fix the interest rate on a mrumum
of 50 per cent of the Group's forecast average levels of net debt for a penod of at least 12 months

Crecit nisk
Credtt nsk 15 the nsk of financial loss to the Group f a customer or counterparty to a financial instrument fails to meet its contractual
obligations, and anses pnncipally from the Group's recenvables from customers and investment securities

The Group's exposure to credt nsk 1s influenced mainly by the ndividual charactanstics of each customer The demographics of the
Group's customer base, including the default nsk of the industry and country in which custormers operate has less of an influence on
credit nsk Geographically, there 18 no concentration of credit nsk Where approprate, letters of credit are used to mitigate the credr nisk
from customers

The Group has established a credit policy that ensures that sales of products are made to customers with an appropnate credit
history The Group has a pokicy to procure advance payments dunng order negotiation which further reduces credit isk Denvative
counterparties and cash transactions are mited to hugh credit quality financial institutions and the Group has policies that imit the
amount of credit exposure to any one financial institution
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12 Financial risk continued

Financial Instruments

Derwvatve financial instruments ara recognised at far value at the date a dervatve contract 1s entered nto and are subsequently
remeasured to their far value at each balance sheset date The gain or loss on subsequent far value measurement i1s recognised in the
income statement unless the dervatve qualfies for hedge accounting when recognition of any resuitant gan or foss depends on the
nature of the tem being hedged

Cash flow hedges

Changes in the far value of dervative financial nstruments that are designated and are effective as hedges of future cash flows are
recognised directly In equity and the neffective porhion 15 recogrised immediatety in the income statement Amounts accumulated i
equity are recycled to the income statement in the pencd in which the hedged tern also affects the income statement However, d the
hedged tem results in the recognition of a non-financial asset or fiability, the amounts accumulated in equity on the hedging instrument
are transferred from equity and included in the intia! measurement of the cost of the asset or lability Hedge accounting 1s discontinued
when the hedging nstrument expires or 1s sold, terminated, exercised, or no longer qualfies for hedge accounting At that time, for
forecast transactions, any cumulative gan or loss on the hedging nstrument recognised in equity 1S retained in equity until the forecasted
transaction occurs If a hedged transaction s no longer expected to oceur, the net cumulatve gan or loss recogrised in equity Is
transferred to the income statement Changes in the farr value of denvative financial nstruments that do not qualiy for hedge accounting
am recognised in the incoms statement as they anse

Far valua hedges

Far an effectrve hedge of an exposure to changes in far value of a recognised asset or hability or an unrecogrused firm commitment,
the hedged tem 15 adjusted for changes in far value attnbutable to the nsk being hedged with the corresponding entry n net income
Gans or losses from remeasunng the dernvatwve or, for non-dervatves, the foreign currency component of its camrying value, are
recognised in net Income

Embedded denvatives

Denvatives embedded in other financial nstruments or other non-financial host contracts are treated as separate dervatives when
their nsks and charactenstics are not closely related to those of the host contracts and the host contracts are not camed at farr value
Any unrealised gans or losses on such separated dervatives are reported in the ncome statement

Far values
The far value of financial assets and labiities, together with the carmying amounts shown in the balance sheet, are as follows

Total tar Carrying Total fax Carrpg
Far vakie vaiue amount valug amourt
2014 2014 2013 013
basis £m £m m £m
Financial assets
Trade and other recevables* 1010 101.0 846 846
Cash and cash equwvalents 57.9 57.8 248 248
Denvatwve financial instruments
- Forward exchange contracts designated as cash flow hedges Lavel 2 0.7 0.7 33 33
— Short duration swap contracts designated as far valus hedges Level 2 0.1 0.1 01 01
— Foreign exchange farr value hedges - other econormic hedges Lavel 2 1.2 1.2 06 08
— Embedded dervatves Level 2 05 0.5 09 09
- Interest rate swaps Level 2 0.2 0.2 - -
Total financial assets 161.6 161.8 1143 1143
Financial habilities
Unsecured bank loans and overdrafts (1478 (147.8) (1015 (1015
Trade and other payables** 729) (72.8) (59 6) (59 8)
Derwvative financial Instruments
- Forward exchange contracts designated as cash flow hedges Level 2 (5.0) (5.0) (395 (35
— Short duratron swap contracts designated as far value hedges tevel 2 (0.3 (0.2 [{(O))] {01)
- Foreign exchange far value hedgss — other economic hedges Level 2 (0.1) (0.1) 13 (13
— Embedded dernvatives Level 2 (2.0) (2.0} 02 02
- Interest rate swaps Level 2 - - - -
Total financal labilities (228.0) (228.0) (166 2) (166 2)
*Excluding prepayments

"Excluding accrued expanses deferred income and payments receved on account

Far value measurement basis for dervative financial nstruments

Farr value 1s calculated based on the present value of future pnncipal and interest cash flows, discounted at the market rate of interest
at the reporting date The valuation bases are classified according to the degree of estmation required n armving at the farr values
Level 1 valuations are dermved from unadjusted quoted prices for identical assets or labilies n active markets, level 2 valuations use
observable inputs for the assets or habilities other than guoted pnces, while level 3 valuations are not based on observable market data
and are subject to management estimates

Forward exchange contracts used for hedgng
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 to thrrd party bank confirnations and discounted cash flows using the yield curves
in effect at the balance shest date
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Notes to the accounts
continued

12 Financial nsk continued

Embedded denvatives

The far value of embedded dervatives is calculated based on the present value of forecast future exposures on relevant sales and
purchase contracts and using guoted forward foreign exchange rates at the balance sheet date

Determination of farr values of non-denvative financial assets and labiities

Non-denvative financial assets and habilities

Naon-derivative financial assets at far value through profit or loss are measured at fair value and changes therein, including any interest,
are recognised in profit or loss Directly attributable transaction costs are recognised in profit or loss as incurred Non-derivative financial
assets not classified as at far value through profit or loss are assessed at each raporting date to determing whether there 1s objective
evidence of mpamment

Non-dervative financial habilities are inbially recognised at far value less any directly attnbutable transaction costs  Subsequent to intial
recognition, these liabilities are measured at amortised cost using the effective interest method

Hedge reserves
The hedge reserve balance on 28 March 2014 was (E3 2m), 30 March 2013 (£0 3m} Net movements n the hedge reserve are shown
in the Group statement of changes N equity

Comprehenswe income after tax was £2 9m compnsing a gain of £4 2m of far value movements on new and continuing cash flow
hedges, and a £0 6m charge to the Income statement to match the recognition of the related cash flows n effective cash flow hedge
relationships Deferred tax on the net gain of £3 6m amounted to £0 7m

Hedge reserve movements in the ncome statement were as follows

Cperating interest

- e - e i

29 March 2014
- Maturing cash flow hedges (0.3) {0.3) - {0.6)
- Ineffectiveness on de-recognition of cash flow hedges - - - -
(0.3) (0-3) - (0-6)

30 March 2013
— Matunng cash flow hedges 05 {28 - (21}
—ineffectiveness on de-recognition of cash flow hedges - - - -
05 26 - 21

The ineffective portion of far value hedges that was recognised in the income statement amounted to £nil (2012713 £ni) The ineffectve
portion of cash flow hedges that was recognised in the income statement was nid (2012/13 £ni)

Liguidity nsk
The following are the contractual undiscounted cash flow maturties of financial kabilities, including contractual interest payments and
excluding the impact of nettng agreements

29 March 2014 bt Sy - - < S
Non-denvative financial liabilities
Unsecured bank loans and overdrafts 147.8 - - 147.8 - 147.8
Denvative financial habilities
Gross amount payable from currency dervatves
- Forward exchange contracts designated as cash flow hedges 119.6 1.6 0.9 128.1 (123.1) 5.0
- Short duration swap contracts designated as far value hedges 34.4 - - 344 (34.2) 0.2
- Farr value hedges - other economic hedges 9.6 1.3 - 10.9 (10.8) 0.1
Interest rate swaps - - - - - -
14 8.9 0.9 212 {168.1) 153.1
Total Impact of
ey Tadoyars 2adoyms o denioe  andnanng G
30 March 2013 = Y T o om
Non-denvative financial habilties
Unsecured bank loans and cverdrafts 1016 - - 1016 - 1015
Denvative financial habilities
Gross amount payable from currency dervatves
— Forward exchange contracts designated as cash flow hedges @en 43} (2 5) (159 194 35
- Short duration swap contracts designated as far value hedges g2 - - 82 @1 01
- Faur value hedges - cther economic hedges 593 - - 583 (58 Q) 13
Interest rate swaps - - - - - -
1599 43) 25 1531 (46 7) 106 4
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12 Financial risk continued
The foliowing are the contractual undiscounted cash flow matunties of financal assets, including contractual interast receipts and
excluding the impact of netting agreements
Dy Db Qe e % commg
29 March 2014 e e o e TR ™
Non-derivative financial assets
Cash and cash equivalents 57.9 - - 57.9 - 51.9
Denvative financial assets
Gross amount recevable from currancy darivatives
- Forward exchange contracts designated as cash flow hedges 34.9 28 - 3r.7 {37.0) 0.7
- Short duration swap contracts designated as far value hedges 14.9 - - 149 {14.8) 0.1
- Farr value hedges — other economic hedges 84.7 3.4 0.4 88.5 (87.3) 1.2
Interest rate swaps - 0.2 - 0.2 - 0.2
1924 6.4 0.4 1992 (139.1) 60.1
Total Impact of
Doy Thwioyoms 2anioyews | oanfwa  awneing !
30 March 2013 Yom Ve " m o o
Non-derivative financial assets
Cash and cash equivalents 248 - - 248 - 248
Dervative financial assets
Gross amount recenvable from cumency dervatves
~ Forward exchange contracts designated as cash flow hedges 899 03 - 902 869 33
— Short duration swap contracts designated as far value hedges 340 - - 340 839 01
- Far value hedges - other economic hedges 309 - - 308 (30 3) 06
Interest rate swaps - - - - - -
1796 03 - 1799 (151 1) 288

The farr value of a hedging dervative 1s classified as a non-current asset or hability f the remaning maturity of the hedged tem 18 more
than 12 months and as a cument asset or labidity «f the matunty of the hedged tem 15 less than 12 months

As at 29 March 2014, the Group has a total of undrawn committed borrowing facilities, all matunng in more than ane year, of £53 9m
{30 March 2013 £93 0m n mcre than one year) The amount of loans drawn on the £200m faciity 1s £146 1m (30 March 2013 £98 4m)
Guarantees of £nil (30 March 2013 £8 9m) have been drawn using the facilty

Forward foreign exchange contracts
The net principal amounts of the outstanding forward forergn exchange contracts at 29 March 2014 are US dollar 20 2m, euro 5 7m,
Swiss franc (20 Om), Japanese yen (1 2bn), and Canadian dollar (1 Om}

The net principal amounts outstanding under forward contracts with maturities greater than 12 months are euro 1 4m, US dollar 5 Om
and Japanese yen (0 6bn) These forward contracts are designated as cash flow hedges or far value hedges as appropriate

Gamns and losses recognised in the hedging reserve in equity on forward foraign exchange contracts at 29 March 2014 will be released
to the ncome staternent at vanous dates between one month and 30 months from the balance sheet date

Short duration swap contracts

(# Cash management swaps

The Group uses short duration curency swaps to manage the level of borrowngs in foreign curencies The far value of cash
management currency swaps at 29 March 2014 was Cnil (201213 £nil} Gains and losses on cash management swaps are included
in the consolidated income statement

The prncipal amounts outstanding under cash managerment currency swaps at 29 March 2014 are US dollar 8 1m, euro 5 4m,
Canadsan dollar 1 3m, Swiss franc (10 9m), South Afncan rand 9 8m, Australian dollar {1 6m), Singapore doflar 1 Om, and Japanese
yen (0 3bn)

(i) Balance shest swaps

The Group uses short duration curency swaps to manage the transiational exposure of monetary assets and habilities denominated in
foreign currencies The far value of balance sheet swaps as at 29 March 2014 was {£0 1m) (2012/13 £ni) Gans and losses on balance
sheet swaps are included in the consoldated mcome statement

The principal amounts outstanding under balance shest swaps at 29 March 2014 are US dollar 23 2m, euro (10 4m}, Swiss franc (3 8m),
South African rand 11 4m, and Mexican peso (50 2m)

Embedded denvatives

Embedded denvatves relate to sales and purchase contracts denominated in currencias other than the functional currency of the
customer/suppler, or a cutrency that is not deemed to be a commonly used currency of the country In which the customer/suppler
15 based The net far value of embedded dernvatives at 29 March 2014 was (€1 5m) (2012/13 £0 7m)

Gains and losses on fair value hedges
The gains and losses recognised in the year on the Group's far value hedges were (£0 1m) relating to balance shest hedges
(2012/13 £nil), £1 4m relatng to other far value hedges (2012/13 (£0 3m)), and £nil relating to cash management hedges (2012/13 £ni)

De La Rue Annual Report 2014 87 De La Rue pic Registered Number 3834125

voda aibejens

vodal s1010a10

SIUNCIDY



Notes to the accounts
continued

12 Financial nsk continued

Market risk Currency risk

Exposure to currency nsk

The fallowing significant exchange rates applied dunng the year

Average rte Reportng date spot rate

2014 2013 014 2013

US dollar 1.59 158 1.66 152
Euro 1.19 122 121 118

Sensitivity analysis
A 10 per cent strengthening of sterling aganst the following currencies at 29 March 2014 and 30 March 2013 would have increased/
(decreased) profit or loss by the amounts shown below, based on the Group’s external monetary assets and liabilities

2014 2013

m £m

US doflar 1.0 04
Euro (0.8) (14)

A 10 per cent weakening of stering aganst the above cumencies at 29 March 2014 and 30 March 2013 would have had the following
effect

2004 2013

om
US dallar (1.3) 04
Euro 1.0 17

The analysis assumes that all other vanables, in particular interest rates, remain constant The analysis I1s performed on the same basis
for 2012/13

Interest rate nsk
At the reporting date the interest rate profile of the Group's interest bearng financial nstruments was

Garmang amount
24 2013
£m £m

Variable rate instruments
Financial assets 57.9 248
Financial labiibas {147.8) (101 5
{89.9) {76 1)

Durng the year ending 29 March 2014 the Group has entered into sterling 39m and US dollar 15m of floating to fixed interest rate swaps
with financial Institutions and with maturtties of January and February 2016

Sensitivity analysis

A change of 100 basis points i interest rates at the reporting date would have ncreased/(decreased) equity and profit and loss by the
amounts shown below The analysis assumes that all other vanables, n particular foreign currency rates, remain constant

Profit and loss Eauty
100bp o 100bp 100bp 100bp
£m £m £m tm

Vanahle rate instruments cash flow sensitivity (net)
29 March 2014 0.7 0.8 - -
30 March 2013 05 06 - -
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12 Financial risk continued

Credit nsk

Exposure to credit nsk

The carmying amount of financiat assets represents the credit exposure at the reporting date The exposure to credtt nsk at the reporting
date was

Carrying amount

14 2013

Notes fm om

Trade and other recevables (excluding prepayments) " 101.0 846
Cash and cash equvalents 13 57.9 248
Forward exchange contracts used for hedaing 2.0 40
Embedded denvatives 0.5 09
Interest rate swaps 0.2 -

161.8 1143

The maarmum exposure to crednt nsk for trade and ather recevables (excluding prepayments) by geographic region was

Carying amount
2014 2013
£m tm
UK and lreland 13.3 195
Rest of Europe 13.4 98
The Amencas 1.7 65
Rest of world 62.6 490
101.0 846

The maximum exposure 1o credrt nsk for trade and other recevables (excluding prepayments} by type of customer was
Camyang amoint
2014 2013
£ £m
Banks and financial institutions 40.5 440
Government institutons 342 234
Distributars 43 26
Retall customers 0.1 02
End user customers 13.9 60
Cther 8.0 84
101.0 846

Fair value adjustrment to credit nsk on denvative contracts

The impact of credit related adjustments being made to the carrying amount of denvatves measured at farr value and used for hedging
currency and nterest rate nsk have been assessed and constdered 1o be mmatenal These denvatves are transacted with iInvestment
grade financial msttutions Simitarly, the iImpact of the credit risk of the Group on the vatuation of its financial labilties has been assessed
and considered to be mmatenal
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Notes to the accounts
continued

12 Financial risk continued

Caprtal management

The Board's policy 1s to mantan 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 mixture of equity funding and debt financing, which represent the Group’s defintion of
caprtal for this purpose

2014 2003

Note £m m

Total equrty attnbutable to shareholders of the Company (75.5) (71 3)
Net debt 20 (89.9) (76 7)
Group capital (165.4) (148 Q)

The Group's debt financing is also analysed n nctes 16 and 20

Included within the Group’s net debt are cash and cash equivalent balances that are not readily available for use by the Group
These balances are not significant, and are not readily available due to restnctions within sorme of the countnes in which we operate

Earnings per share and dvidend payments are the two measures which, in the Board's view, summarise best whether the Group's
objectives regarding equity management are being met The Group’s earnings and dvidends per share and relative rates of growth
Nustrate the extent to which equity attributable to shareholders has changed Both measures are disclosed and discussed within
the strategic report and notes 6 and 7

The Group’s objective 1s to maximise sustanable long term growth of the earnings per share

De La Rue'’s dvidend policy 1s to provide shargholders with a competitve return on ther nvestment, while assunng sufficient
reinvestment of profits to enable the Group to achieve its strategy The dvidend per share objective is montored aganst the target
of a full year dmvidend cover of 1 75 times underlying earnings The proposed total dvidend for the year 1s coverad 1 45 times

The decision to pay dvidends, and the amount of the dmdends, will depend on, among other things the earrings, financial position,
capital requirements, general business conditions, cash flows, net debt levels and share buyback plans

There were no changes to the Group's approach to caprtal management dunng the year

13 Cash and cash equivalents

Cash and cash equivalents compnse bank balances and cash held by the Group and short 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 equivalents for the purpose of the cash flow statement

214 2013

£m £m

Cash at bank and m hand 55.7 248
Short term bank deposits 22 -
57.9 248

An analysis of cash, cash equivalents and bank overdrafts s shown n the Group cash flow statement
All cash and deposits are of a floating rate nature and are recoveratle within three months
The Group's exposure to interest rate nsk and a sensitivity analysis for financial assets and liabilities are disclosed n note 12
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14 Deferred taxation
Deferred Income tax assets and kabiities are offset whan there s a legally enforceable nght to offset current tax assets aganst current
tax kabilities and when the defermad income taxes relate to the same fiscal authorty The offset amounis are as follows

2014 2Mm3

£m £m

Deferred tax assets 37.5 455
Deferred tax habilties {1.3) 28
36.2 427

The gross moverment on the deferred income tax account 15 as follows

04 2013

£m tm

Beginning cf the year 42.7 391
Exchange differences 0.1 01
Income statement {charge)/credit 0.5 01
Tax [charged)/credrted to equity {7-1) 38
End of the year 36.2 427

The movement in deferred tax asssts and liabilites dunng the year, without taking into consideration the offsetting of balances within the
same tax junsdiction, 15 as follows

Property
plant and Fam value  Development
equpment gans osis Other Total
tm £m £m £m om
Liabilities
At 31 March 2012 90 04 17 02 113
Recognised in the income statement 01 - 09 - 08
Recogrised in equity - - - - -
At 30 March 2013 89 04 26 02 121
Recognised in the income statement - G 01 02) (0 4)
Recognised In equity - - - - -
At 29 March 2014 8.9 0.3 25 - 1.7
Sharey Raml
i o i o
Assets
At 31 March 2012 (25 {350 (14) (11 5 (50 4)
Recognised In the Income statement 07 23 06 02 (26)
Recogrised n aquity {0 5) (17N - 03 {19
Exchange differences - - - 01 c1
At 30 March 2013 37 (39 0) 08 (113} (54 8)
Recognised in the Income statement 08 {19 04 06 o1
Recognised n equity 09 70 - 08 71
Exchange differences - - - on o1
At 29 March 2014 (2.0) {33.9) (0.4} {11.6) (47.9)

Other deferred assets and labikties predominantly relate to tax associated wath provisions of £3 7m (2012/13 £4 7m) and overseas
tax credits of £4 7m (2012/13 £3 9m)

Deferred tax assets are recognised for tax losses available to camy forward to the exdent that the realisation of the related tax benefit
through future taxable profits 1s probable

The Group has not recognised deferred tax assets of £1 9m (2012/13 £1 7m) in respect of losses amounting to £7 1m
(2012/13 £6 6m) that can be camed forward against future taxable mcome Similarly, the Group has not recognised deferred tax assets
of £13 6m (2012/13 £15 7m}) in respect of overseas tax credis that are carned forward for utiisation in future penods

Unremitted earnings totalled £492m at 28 March 2014 (2012/13 £483m) Deferred tax habilties have not been recognised for the
withholding tax and other taxes that would be payable on the unremitted earnings of certaun subsidiares where the timing of the reversal
can be controfled and it was considered untkely that dividends would be pad from those subsidiaries

UK capital losses of £330 1m are camed forward at 29 March 2014 (2012/13 £330 2m) No deferred tax asset has been recognised
n respect of these losses

UK tax rate
The main rate of UK corporation tax will be reduced to 21 per cent from April 2014 and 20 per cent from Apnil 2015 These amendments
were substantively enacted on 2 July 2013

This will reduce the UK Group's future current tax charge accordingly The UK deferred tax assets and labilities at 29 March 2014 have
been calculated based on the rate of 20 per cent substantively enacted at the batance sheet date
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Notes to the accounts

continued
15 Trade and other payables
Trade and other payables are measured at carrying value which approximates to far value
204 2013
tm £m
Current liabilities
Payments receved on account 334 427
Trade payables 43.6 335
Amounts owed to associated companes 0.1 04
Social secunty and other taxation 3.2 21
Deferred income 4.7 48
Accrued expenses 59.9 653
Other payables 26.0 186
170.9 167 4
Non-current kakilities
Other payables 7.2 50
7.2 50

Payments receved on account relate to monies receved from customers under contract prior to commencement of production of goods

or delivery of services
The Group's exposure to currency and liquidity nsk related to trade and other payables 1s disclosed in note 12

16 Borrowings
Interest bearing borrowings are recognised inihially at far value less attnbutable transaction costs Subsequent to inmitial recogn

ition,

nterest beanng borrowings are stated at amortised cost with any difference between cost and redemption value being recogrised

In the Income statement over the penod of the barrowings on an effective interest basis
For more nformation about the Group's exposure to interest rate, foreign currency and hquidity nsk, see note 12

Face Canying Face Camyng
value amount vae amounl
Nomanal Yoar of 2014 a4 2013 2013
Curoncy nicrost rate matumty om £m £m cm

Current liabilities
Unsecured bank loans and overdrafls EUR 3 85% 2014 0.9 0.9 06 06
Unsecured bank loans and overdrafts GBP 2 28% 2014 119.1 119.1 802 802
Unsecured bank loans and overdrafts Usb 2 05% 2014 271 271 184 184
Unsecured bank loans and overdrafts Other - 2014 0.7 0.7 23 23
Total interest bearing liabilites 147.8 1478 1015 1015

In 2013/14, bank overdrafts of £83 5m (2012/13 £97 3m) were pooled for interest purposes against credt balances

As at 29 March 2014, the Group has committed borrowing facilities, all maturing in more than one year, of £200m Up to £80m of the

£200m facity can be utilised for edher loans or guarantees

As the draw downs on these loans are typically rolled over on temrns of between one and three months, the borrowings are disclosed

as a current lability This 1s notwithstanding the long term nature of this facility which expires in December 2016
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17 Provisions for liabilibes and charges

Provisions are recognised when the Group has a present cbligation » respect of a past event, it 1s probable that an outflow of resources
will be required to settle the obigation, and where the amount can be reliably estimated Prowvisions are measured at the Directors’ best
estmate of the amount required 1o settle the obligation at the balance sheet date and are discounted where the tme value of money

1s considered matenal

Res| Wt

At 30 March 2013 14 08 148 a7z 305
Exchange differences - - - 1 01
Charge for the year 21 - 47 18 86
Uthsed in ysar (35 - 22 03 60
Released in year 41 (0 6) {48 (03} @8
Reclassification - - 08 08 -
At 29 March 2014 59 - 11.7 58 23.2
Expected to be utdised within 1 year 45 - "7z 49 211

Expected to be utiised after 1 year 14 - - 07 21

Restructunng provisions represent amounts principally provided in 2011/12 for vanous reorganisations, n Currency and Securnty
Products, nvolving the closure of three sites and the relocation of manufactunng actvity to our facilities m Gateshead and Westhoughton
These provisions include amounts for staff compensation and site exit costs, which are expected to be uthised over three years reflacting
the contractual commitments to which they relate

Warranty provisions relate to present cbligations for defective products and include known clams as well as anticipated claims 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, it 15 inherent in the nature of the business that the actual abilties may differ
from the provisions The precise timing of the utilsation of these provisions 1s uncertain but s generally sxpected to fall within one year
Warranty provisions include £4 7m in respect of the 2010 paper producton qualty issues descnbed in note 25, which are expected

to be utilsed within one year

Other provisions comprise a number of labilities with varying expected utiksation rales There are no ndvdually matenal provisions within
this total

18 Share capital
2014 203
tm tm
lssued and fully paid
100,718,004 ordinary shares of 44"4zsp each (2012/13 99,743,705 ordinary shares of 44'524rsp each) 452 447
111,673,300 deferred shares of 1p each (2012/13 111,673,300 deferred shares of 1p each) 11 11
48.3 458
2014 2013
e Ceem Chm m
000 ‘000 [0.4.9] 000
Allotments during the year
Shares in iIssue at 30 March 2013/ 31 March 2012 99,744 111,673 99,498 111,673
Issued under Executve Share Option plans - - 2 -
Issued under Savings Related Share Option Scheme 815 - 159 -
Issued under US Employee Share Purchase Plan 1 - 14 -
Issued under Deferred Bonus and Matching Share Plan - - 53 -
Issued under Annual Bonus Plan 75 - 3 -
Issued under Performance Share Plan 73 - 15 -
Shares in 1ssue at 29 March 2014 / 30 March 2013 100,718 111,673 99,744 111,673

The deferred shares carry imited economic nghts and no voting nghts They are unbsted and are not fransferable except n accordance
with the articles
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Notes to the accounis
continued

19 Share based payments

The Group operates vanous equity settled and cash settled option schemes For equity seftled share options, the services recened from
employees are maasured by reference to the far value of the share options The farr value s calculated at grant date and recognised

in the consolidated Income statement, together with a coresponding increase in shareholders' equity, on a straight fine basis over the
vesting penod, based an the numbers of shares that are actually expected to vest, taking into account non-market vesting condtions
{including service conditions) Vesting conditions, other than non-market based conditions, are not taken nto account when estmating
the far value

For cash settled share options, the services recened from employees are measured at the faw value of the liability for options
outstanding and recognised in the consoldated ncome statement on a straight Iine basis over the vesting penod The far value of

the liability Is remeasured at each reporting date and at the date of settlement with changes in far value recognised in the consalidated
ncome statement

Al 28 March 2014, the Group has a number of share based payment plans, which are descnbed below These plans have been
accounted for in accordance with the farr value recognition prowisions of IFRS 2, Share Based Payments, which means that IFRS 2 has
besn applied to all grants of employee share based payments granted after 7 November 2002 that had not vested at 1 January 2005
and cash settled awards outstanding at 1 January 2005

The compensation cost and related llabilty that have been recognised for the Group's share based plans are set out In the table below

Expenss recognised for the year Liability at end of year

2014 2013 204 2013

£m fm £€m

Annual Bonus Plan 0.5 07 - -
Deferred Bonus and Matching Share Plan - (10 - -
Performance Share Plan (1.4) 36 - -
Recrutment Share Award (0.1) 01 - -
Retention Share Award (0.1) 01 - -
Savings Related Share Option Scheme 0.6 03 - -
US Employee Share Purchase Plan - - - -
(0.5) 38 - -

The far value of share ophons 15 estimated at the date of grant using a lattice based option valuation mode! The significant assumptions
used n the valuation model are disclosed below

g s
Dates of current year grants 04 Dec 2013 23 Dec 2013 01 Jan 2014
Number of options granted 150,059 530,412 12,000
(estmated)
Exercise price n‘a 705 70 See below
Contractual lfe (years) 3 Jorb 1
Settlement Shares Shares Shares
Vesting penod (years) 3 Jor§ 1
Dwidend yield na 50% n/a
Far value per option at grant date £8 83 E135 for n/a
3 year plan
£1 37 for
5 year plan

An expected volatiity rate of 20 per cent (2012/13 30 per cent} has been used for grants in the penod This rate 13 based on histoncal
volatiity over the last three years The expected hie 1s the average expected pencd to exercise The nsk free rate of return is the yield
on zero coupon UK government bonds of a term congistent with the assumed option Ife The rate applied during the year was

11 or 19 per cent depending on the vesting penod

Reconciliations of option maovements over the penod to 29 March 2014 for each class of options are shown below

Annual Bonus Plan
For detals of the Annual Bonus Plan, refer to the directors’ remuneration report on pages 41 to 58

2m4 2013

Number of Number of

P P50

Options cutstanding at start of year 240 81
Granted - 170
Forfeited (30) t5)]
Exercised (685) (3)
Expired - ~
Qutstanding at end of year 145 240
Exercisable at year end - -
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19 Share based payments continued

Deferred Bonus and Matching Share Plan

The plan was open to eligible senior executives throughout the Group unti it was superseded At 29 March 2014 there were no remamning
options outstanding

Performance Share Plan
For details of the Performance Share Plan, refer to the directors’ remuneration report on pages 41 to 58

2014 203
VSR 2014 mzég 2003
price Number of pnca Number of
e Tom o 50
Cptions outstanding at start of year 738.80 1,453 729 61 1,096
Granted 892.90 150 759 80 452
Forfeted 785.82 (259) 74048 82)
Exercised §59.50 (61) 68345 (13)
Exprred - - - -
Qutstanding at end of year 836.85 1,283 738 80 1,453
Exercisable at year end - _

Tha awards have been allocated based on a share pnce of 559 5p for the 26 November 2010 grants, 636 5p for the 31 January 2011
grants, 759 8p for the 23 June 2011 grants, 991 1p for the 10 July 2012 grants, and 832 9p for the 04 December 2013 grants

Retention and Recrutment Share Award
For details of the Recrutment Share Award and Retention Share Award, refer to the drectors’ remuneration report on pages 41 to 58

Ralenton Sham Awart Recratment Sharm Award
2014 2013 2014 2013

Number of Number of MNumber of Number of

options options options opdiong

000 000 000

Options outstanding at start of year 46 46 66 66
Granted - - - -
Forfeited - - - -
Exercised - - - -
Expired - - - -
Qutstanding at end of year 48 46 66 66
Exercisable at year end - - - _

The shares have besn granted based on a share price of 686 5p

Savings Related Share Option Schermne
The scheme 1s open to all UK employees Options are granted at the prevailing market price 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 thres or five years

There are no performance conditions attaching to the options  After the three or five year term has expirad, employees normally have
s months in which to decide whether or not to exercise ther options A pre-vesting forferture rate of 5 per cent has been assumed

2014 2013

Weighted Weeghted

Number of wxercise price Number of  exarcsa prce

options pence per oplons penca per

000 share ‘000 share

Options outstanding at start of year 1,736 52230 1,765 51022
Granted 530 705.70 229 77534
Forfeted (109) 624.13 (80} 523865
Exercised (815} 447175 (1590 71379
Expired (10} 56820 9 62302
Quistanding at end of year 1,332 638.08 1,736 52522
Exercisable at year end 47  454.13 80 522 30

The range of exercise prices {or the share options outstanding at the end of the year 1s 444 14p — 818 55p (2013 444 14 - 819 55p)
The weighted average remaning contractual bfe of the outstanding share options is 1 September 2016 (2012/13 1 September 2015)
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Notes to the accounts
continued

19 Share based payments continued

US Employee Share Purchase Plan

De La Rue operates a US Employee Share Purchase Plan for US employees Under the plan, employees have an option to

purchase De La Rus 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 either at the beginning or the end of the offenng penod, less a 15 per cent discount In 2013/14, 11,079 shares
(2012113 14,198 shares) were allotted pursuant to the plan It 1s estimated that 12,000 shares will be required to satisfy the Company's
2014/15 obligations 10 respect of employees’ savings under the plan as at 29 March 2014

Market share purchase of shares by Trustee De La Rue Employee Share Ownership Trust

The De La Rue Employee Share Ownership Trust {Trust) 1s a separately administered trust establshed to administer shares granted
under the vanous De La Rue Executive Share Option Schemes (ESOS) and the De La Rue Executve Share Option Plan (ESOP) {or any
other share option plan established by the Company) to Executive Directors and senior employees Liabilities of the Trust are guaranteed
by the Company and the assets of the Trust mamly compnsa shares in the Company Ardel Trust Company (Guernsey) Limted 1s the
Trustee The own shares held by the Trust are shown as a reduction in shareholders' funds The shares will be held at histoncal rates
untd such time 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 an income statement tem

The Trustee held no shares at 29 March 2014

20 Analysis of net debt
20t4 2013
£m £m
Cash at bank and in hand 55.7 248
Short tarm bank deposits 22 -
Bank overdrafts a.n 31
Total cash and cash equivalents 56.2 217
Borrowings due within one year (148.1) (98 4)
Net debt (89.9) (76 7)

21 Operating leases
A lease 1s defined as an agreement whereby the lessor conveys to the lessee the nght to use a specific asset for an agreed period
of tme in return for a payment or a senes of payments

Leases are classified as finance leases whanever the terms of the lease transfer substantially all the nsks and rewards of ownership
to the lessee All other leases are classified as operating leases

Rentals payable under operating leases are charged 1o the income statement on a straight hne basis over the lease term Banefits
receved and recervable as an incentive to enter Inta an operating lease are also spread on a straght ine basis over the lease term

a4 2013
214 Plant ancd 203 Plant and
Property squipment Preperty equpmen!
£m tm £m tm

Total commitments due
~ Within one year 23 0.2 29 02
- Between one and five years 1.5 0.1 24 02
- Qver five years 25.0 - 263 -
28.8 0.3 306 04
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22 Retirement benefit cbligations

The Group operates retrement benefit schemes, devised in accordance with local conditions and practices in the country concerned,
covenng the majonty of employees The assets of the Group's plans are generally held n separately admmistered trusts or are insured
The major schemes are defined benefit pension funds with assets held separately from the Group The major defined benefit pension
funds are based in the UK and are now closed to future accrual, with all members beng deferred members or pensioners The cost
of providing benefits under each scheme 1s determined using the projected unit credit actuanal valuation method

The current service cost and gains and losses on settlements and curtalments are included in operating costs In the Group ncome
statement The interest ncome on the plan assets of funded defined benefit pension schemes and the imputed interest on pension
scheme hiabidities are disclosed as retirement benefit obligaton net finance expense respectvely In the ncome statement

Return on plan assets excluding interest income on the assets, changes in the retirement benefit obligation due to experience and
changes in actuarial assumphions are included in the statement of comprehensive iIncome in full In the period N which they anse

The babity recogrised 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 camed out at the balance shest date

The Group’s contributions to defined contribution plans are charged to the income statement in the penod to which the contnbutions relate

(a) Defined benefit pension plans
Amounts recognised in tha consolidated balance sheet

2014 2ma 2014 2013 2013 2013
UX Oversess Total UK Oversaas Total
tm tm [ tm £m £m
Equites 2811 - 2811 3090 - 3090
Bonds 894 - 89.4 1690 - 1690
Gits 154.1 - 154.1 1697 - 1697
Dwersified Growth Fund 155.6 - 155.6 - - -
Liabilty Drven Investment Fund 65.8 - 65.8 - - -
Other 279 - 2r9 1134 - 1134
Far value of plan assets 7739 - 7739 7611 - 7611
Present value of funded cobligations (931.8) - {931.8} 920 2) - (920 2)
Funded defined benefit pension plans (157.9) - {157.9) (159 1) - (169 1)
Present value of unfunded oblgations .7 (2.4) (10.1) (7 6) (24 (100)
Net lability (165.6) (2.4) (168.0) (166 7 24 (169 1)
Amounts recognised in the consolidated income statement
2014 2094 2014 2013 2013 2013
UK Oversess UK Oversaas Total
o £m £m £m £m £m

Included in employee benefits expense

- Current service cost - (0.2) 0.9 (79 03 81)
-~ Administratve expenses and taxes (L 4] - (1.2 7N - (17
Included in interest on retrement benefit obligation net

finance expense

- Interest iIncome on plan assets 337 - 33.7 332 - 332
- Interest cost on labilities {41.0) - {41.0) (39 8) - (39 8)
Retrement benefit cbligation net finance expense {7.3) - 7.3 6 6) - (66)
Total recognised in the consolidated ncome statement {8.9) 0.2) (8.7) {16 1) 03 (64
Raturn on plan assets excluding interest ncome 3.5 - 35 423 - 423
Actuanal (fosses)gans on defined benefit pension obligations {5.8) 0.2 (5.6 (72 0) 02 (718
Amounts recognised in other comprehenswe income (2.3) 0.2 (2.1) (297 02 (29 5)

‘Restated to reflect the amendmants to 1AS 18R Employee benefits — sae accounting policies
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Notes to the accounts
continued

22 Retirement benefit obligations continued
Major categories of plan assets as a percentage of total plan assets

2an4 2014 2014 2013 2003 2013

ux Ovarsess Total 13 Ovorseas Total

% % % % % %

Equthies 36.3 - 363 406 - 4086
Bonds 11.8 - 1.6 222 - 222
Gilts 19.9 - 19.9 223 - 223
Dwersified Growth Fund 201 - 20.1 - - -
Uabdity Driven Investment Fund a5 - 8.5 - - -
Other 3.6 - 36 149 - 149

All assets have quoted prces in active marksts

The Diversified Growth Fund 1s a diversified asset portfolio which includes investments in equities, emerging market bonds, property,
high yweld credrt and structured finance and smaller holdings in other asset classes The Liability Driven Investment (LDI) fund consists of
fixed nterest bond holdings (approximately 62 per cent), ndex Iinked bond holdings (approxirmately 37 per cent) and cash (approximately
1 per cent) Interest rate swaps and floating rate notes are employed to complement the role of the LDI fund for lability nsk management

Other UK assets compnse cash, mnterest rate swaps and floating rate notes

Principal actuanal assumptions
2014 2m4 a3 2013
UK Ovorsens UK
% % %
Future pension increases — past service 3.70 - 370 -
Discount rate 450 - 450 -
Inflation rate 340 - 340 —

The financial assumptions adopted as at 29 March 2014 reflect the duration of the plan labilities which has been estmated to be
19 years

The mortality assumnptions used to assess the defined benefit obligation for the UK plan are based on tables 1ssusd by the Continuous
Mortality Investigation Bureau At 29 March 2014 mortality assumptions werea based on the SAPS All lives tables, with future
improvements i ine with the CMIL model, CMI_2011 and a long term rate of 1 0 per cent per annum This assumption 1s unchanged
from that used as at 30 March 2013 The resulting Ife expectancies are as follows

014 2013
Aged 65 retinng immediately (current pensioner) Male 22 222
Female 248 245
Aged 50 retinng in 17 years (future pensioner) Male 21.5 232
Female 2.9 257

The defined benefit pension schemes expose the Group to the following main nsks

Mortalty nsk — an increase in the Ife expectancy of members wilt Increase the habilities of the schemes The mortality assumptions
are reviewed regularly, and are considered appropriate

Interest rate nsk — A decrease in bond yields will increase the liabilities of the scheme Lrabihty driven investment strategies are used
to hedqe part of this nsk

Investment nsk — The pension schemes invest in a range of assets to mitigate the nsk of any single asset class, and ahgn growth
and returns to the long term funding cbjectves The investment strategy 1s reviewed regularly to ensure it continues to be appropriate

Inflation risk — The liabiitbes of the scheme are lnked to inflaton  An iIncrease in inflation will result in an increase in habilibies There are
caps in place for UK scheme benefits to mitigate the nisk of extreme increases in nflation Liability driven mvestment strategies are used
to hedge part of this nsk

Any increase in the retirement benefit obbgation could lead to additional funding obhigations n future years The Group has agreed deficit
funding to the scheme of £17 5m for 20i4/15, nsing by 4 per cent per annum untif 2022

The table below provides the sensitvty of the lability in the scheme to ¢hanges in vanous assumptions

Assumpbon change Approamate mpact on kabiity
0 25% decrease in ciscount rate Increase In hability of c£38m
0 25% ncrease in RPI inflation rate Increase in labilty of c£28m
Increasing the underpin from 1% 1o 1 5% pa Increase n habilty of cE256m
Increasing Iife expectancy by one year Increase in lability of c£13m
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22 Retirement benefit obligations continued

The largest defined benefit pension plan operated by the Group 1s in the UK A full actuanal valuabion of the plan was camed out by
a qualfied actuary as at 5 April 2012 and updated to 2@ March 2014 The plan 1s valued formally every three years, the next valuation

being as at April 2015
Changes in the far value of UK plan assets

2014 213
£m tm
At 30 March 2013/ 31 March 2012 761.1 697 6
Interest ncome on plan assets 3.7 332
Plan administration expenses (1.2 N
Return on plan assets less interest Income 3.5 423
Employer contnbutions and other ;ncome 1.9 224
Plan participant contnbutions - 25
Benefits pad (including transfers) {35.1) (352
At 29 March 2014 / 30 March 2013 773.9 76811
“Restated to reflect the amendments to IAS 197 Employes benefits — ses accountrg pohces
Changes n the far value of UK defined benefit pension cbligations
M4 2013
tm tm
Al 30 March 2013 / 31 March 2012 (927.8) {840 9)
Current service cost - (7 8
Curtaiments - -
Interast cost on liabilities (41.0) (398)
Effect of changes n financial assumptions 0.2 (72 6)
Effect of changes in demographic assumptions - -
Effect of experience items on labilties (6.0) 06
Plan participant contnbutions - (295
Benefits paid {including transfers) 35.1 352
At 29 March 2014 / 30 March 2013 {939.5) {927 B)

*Restated to reflact the amendments to IAS 19R Employee benefits — sea accounting poiicies

The Group expects to contribute £19 1m to its UK pension fund, in 2014/15, in respect of the special funding payments dasigned

to elminate the scheme deficit
() Defined contribution pension plans

The Group operates a number of defined contribution plans for which the charge in the consolidated income statement for the year

was £9 6rm (2012/13 £4 1m)

De La Rue Annual Report 2014 99

De La Rug plc Regrstered Number 3834125

yocal abejeng

podar si0alg



Notes to the accounts
continued

23 Employee information

2014 2013
Average number of employees
United Kingdom and Ilreland 2,198 2,117
Rest of Europa ™ 735
The Amencas 21 246
Rest of wortd 885 855
4,033 3,953
Average number of employees
Currency 2,648 2,563
Cash Processing Sofutions 681 697
Security Products 31 343
Identity Systems 393 350
4,033 3,953
2014 2013
tm £m
Employee costs (including Directors’ emoluments)
Wages and salanes 129.9 1312
Social secunty costs 118 115
Share incentve schemes {1.1) 35
Sharesave schemes 0.6 03
Pension costs 9.8 122
151.0 1587
24 Capital commitments
N4 2013
£m £m
The fallowing commitments existed at the balance sheet date
— Contracted but not provided for in the accounts 9.3 199

25 Contingent liabilities

De La Rue has extensive international operations and 15 subject ta vanous legal and regulatory regmes, ncluding those covenng taxation
matters While the outcome of Iitigation and other disputes can never be predicted with certanty, having regard to legal advice recenved
and the insurance arrangements of the Compary and its subsidiares, the Directors believe that adequate provision has been mads

to cover these matters The Group provides guarantees and performance bonds which are 1ssued in the ordinary course of business

In the event that a guarantee or bond 15 called, provision may be required subject to the particular circumstances, including an
assessment of ts recoverability

In July 2010 the Board commssioned an investigation by external lawyers into issues that had been brought to its attention internally
The investigation, which was completed in October 2010, found nothing of substance to support the matters raised other than in
respect of some paper production issues where 1t was found that a small number of the many detailed specification parameters of
some paper had fallen marginally short of specfication It was alsc established that certan paper specification test certificates had been
deliberately falsfied The Board reported the findings of the investigation to the approprate authortiss, who are considdenng the matter,
and has implemented a number of measuras ansing from the findings of the mvestigation

Provision has been made in prior years for the costs associated with the paper production 1ssues identified at this stage including
the write off of trade recewnvables and cther costs refating to the investigation, production and rectification of these matters

Prawvision has not been made for the potential cost of resolutions or for potential fines from regulatory authorities  The nature and extent
of these rasolutions will be the subject of ongoing discussions, the outcome of which cannot be estimated refiably at present The timing,
response and outcome of the consideration by the authonties of the reported findings of the investigation 1s also uncertan and the
financial consequences, If any, cannot be estimated reliably at present
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26 Related party transactions

Dunng the year the Group traded on an armms length basis with the associated company Fidink (33 3 per cent owned) The Group's
trading actmvties with this company ncluded £24 5m (2012/13 £17 4r) for the purchase of security ink and other consumahles At the
balance sheet date there were creditor balances of £7 1m (2012/13 £1 7m) with Fidink ntra-Group transactions between the parent
and the fully consohidated subsidianes or between fully consolidated subsidianes ars eliminated on consolidation Such transactions wers

contracted on an arms length basis
Key management compensation

2n4& 2013

£000 £000

Salanes and other short term employse benefits 509688 29682

Termination benefits 200.0 5492
Ratirement benefits

- Defined contnbution 171.7 1496

- Defined benefit - 332

Share based payments {617.1) 11,0598

48514 56600

Key management comprises members of the Board (including the fees of Non-executive Directors) and the Executve Commitiee

Termination benefits inclide compensation for foss of office, ex gratia payments, redundancy payments, enhanced retirement benefits

and any related benefits in kind connected with a perscn leaving office or employment
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Notes to the accounts

continued

27 Principal subsidianes and associated companies as at 29 March 2014
The Directors consider that to give full particulars of all subsidiary undertakings would have ied to a statement of excessive length
A full kst of subsidiary undertakings will be filed with the Company’s annual return

The trading companiss isted below include those which pnncipally affect the profits and assets of the Group

e La Fue nterest
n shares
Country ol mconporabion and operabon Actrtes %
Europe
United Kingdom DLR (No 1) Urnited Holding company 100
DLR (No 2) Limited” Holding company 100
De La Rue Holdings pic Holding and general commercial actvbies 100
De La Rue International Limited Security paper and printing, sale and
mantenance of CPS products and services,
identity systems, brand protection
and holograms 100
De La Rue Overseas Limited Holding company 100
De La Rue Finance Limited Internal financing 100
De La Rue tnvestrments Lirited Holdiing comparry 100
Portals Group Limited Heolding company 100
Channel Istands The Burnhill Insurance Company Limited Insurance 100
Matta De La Rue Cumency and Security Print Limited Secunty prnting 100
The Netherlands De La Rue BV Holding company and distribution
and marketing of CPS products 100
Russia De La Rue CIS Manufactunng, dstnbution,
service and marketing 100
Switzerland Thomas De La Rue A G Holding company 100
North America
USA De La Rue North Amenca Heldings in¢ Heolding company 100
De La Rue North Amenca Inc Secunty printing 100
South America
Brazil De La Rue Cash Systems Limitada Distnibution, service and marketing 100
Mexico De La Rue Mexico, S.A deCV Distnibution, marketing and entity systems 100
Africa
Kenya De La Rue Currency and Secunty Print Limited Secunty prnting 100
Far East
China De La Rue Trading (Shenzhen) Co Limited Distnbution, service and marketing 100
Hong Kong De La Rue Systems Limtted Distnbution, service and marketing 100
Sn Lanka De La Rue Lanka Cumency and Secunty pnnting
Secunty Print (Private) Lirmited 60
*Held duectly by De La Rue plc
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Company balance sheet

at 29 March 2014

24 2013
Notas £m
Fixed assets
Investments In subsidianes aa 1524 152 4
152.4 152 4
Current assets
Debtors receivable within one year 5a 120.0 1613
Cash at bank and in hand 3.6 09
123.6 1622
Creditors: amounts falling due within one year
Bommowings Ba {27.1) (32 3)
Other creditors 7a {13.4) 93
{40.5) {41 6
Net current assets 83.1 1206
Total assets less current habihtes 235.5 2730
Neot assets 235.5 2730
Capital and reserves
Share caprtal Ba 46.3 458
Share premium account % 35.3 319
Caprtal redemption reserve %a 59 59
Retained earmings a 1480 1894
Total shargfiolders’ funds 235.5 2730

Appro! y the Board on 28 May 2014 ﬂ
')

Child

Phil ogerson Colin Child
Chamgman Group Finance Director
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Accounting policies — Company

Basis of preparation

The financial statements of De La Rue plc
(the Company) 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
20086, the Company 13 exempt from the
requiremsant to present its own profit and
loss account The Company has taken
advantage of the exermption in Financial
Reporting Standard (FRS) 29 (IFRS 7),
Fnancial instruments Disclosures, not to
prepare a financial instrument note as the
nformation 15 Inciuded in the published
consolidated financial statements of

the Group

The Company has taken advantage

of the exemption from prepanng a cash
flow staternent under the terms of FRS 1,
cash flow statements

The accounts have been prepared as at
29 March 2014, being the last Saturday in
March The comparatves for the 2012/13
financial year are for the penod ended

30 March 2013

The following accounting policies have been
applied consistently In dealng with items
which are considered matenal In relation

to the Company financial statements

Foreign currencies

Amounts recevable from overseas
subsidiares which are denominated

n foreign currencies are franslated into
sterling at the appropnate year end rates
of exchange Exchange gans and losses
on tranglating foreign currency amounts
are ncluded within the nterest section
of the profit and loss account except for
exchange gains and ksses associated with
hedging loans that are taken to reserves

Transactions in foreign currencies are
transtated into the functional curency at the
rates of exchangse prevaling at the dates

of the ndmdual transactions  Monetary
assets and liabihes denominated in foreign
currencies are subsequently retranslated at
the rate of exchange ruling at the balance
sheet date Such exchanga differences

are taken to the profit and loss account
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Dividends

Under FRS 21, final ordinary dvidends
payable to the sharehclders of the
Company are recognised in the period
that they are approved by the shareholders
Intenm ordinary dndends are recognised
In the penad that they are paid

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 s & defined
benefit scheme that is funded partly by
contnbutions from members and partly

by contnbutions from the Company

and its subsichanes at rates advised by
independent professionally qualified
actuaries In accordance with FRS 17,

the Company accounts for its contributions
as though t were a defined contnbution
scheme This is because the underlying
assets and labilities of the scherne

cover the Company and a number of its
subsidianes and those assets and liabiliies
cannot be splt between each subsidiary
on a consistent and reascnable basis

Full details of the scheme and its deficit
(measured on an IAS 19R basis) can

be found in note 22 to the consolidated
financial statements

Financial guarantee contracts

Where the Company enters into financial
guarantee contracts to guarantee the
indebtedness of other companies within
the Group, the Company considers

these to be insurance arrangemants and
accounts for them as such In this respect,
the Company treats the guarantee contract
as a contingent habdity until such time as

it becomes probable that the Company
will be required to make a payment under
the guarantes
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Notes to the accounts - Company

1a Employee costs and numbers

Employee costs are bome by De La Rue Holdings ple For detaids of Directors’ remuneration, refer to disclosures in the directors’

remuneration report on pages 41 to 58

e 2013
Number MNusnber
Avarage employse numbers 4 4

2a Audrtor's remuneration

Audttor’s remuneration 1s borne by De La Rue Holdings plc For details of auditor’s remuneration, see note 2 to the consohdated

financial statements

3a Equity dividends

For details of equity dividends, see note 7 to the consolidated financial statements

4a Investments

Investments are stated at cost or valuation in tha balance shest, less provision for any permanent diminution in the value of the Investment

214 2012

om om

Investments compnse

Investrments in subsidanes 152.4 1524
tm &m

Cost

At 29 March 2014 and 30 March 2013 152.4 152 4

For detalls of Investments in Group companies, refer to pnncipal subsidianes and asscciated companies on page 102

S5a Debtors

Other recenvables are measured at amortised cost less any provision far mparrment Trade and other recevables are discounted when

the time value of money 1s considered matenal

2014 2013
£m &m
Amounts due within one year
Armounts awed by Group undertakings 120.0 1613
6a Borrowings
2014 205
[ tm
Short term borrowings
Bank loans and overdrafts 2741 323
The canrying amounts of the Company’s borrowings are denominated in the following currencies
Z014 2015
o
US dollar 271 185
Euro - -
Sterling - 138
Other currencies - -
2741 323
Ta Other creditors
ana 2013
£m
Ameounts faliing due within one year
Amounts due to Group undertakings 13.1 82
Accruals and deferred income 0.3 11
Other creditors 134 93
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Notes to the accounts - Company

continued
8a Share capital
For detalls of share capital, see note 18 to the consolidated financial staterments
9a Other reserves
Share Captal

Share premmrn redemnphich Retanad Total

= s e o 4
At 31 March 2012 a57 307 59 1225 2048
Share capital ssued a1 12 - - 13
Profit for the financial year - - - 1060 1060
Dwvidends paid - - - (421) 421)
Ermployee share scherne
- value of services prowvded - - - 30 30
At 30 March 2013 458 31a 59 189 4 2730
Share captal 1issued 05 34 - - 39
Profit for the financial year - - - 10 10
Dvidends paid - - - 422 422
Employee share scheme
- value of services provided - - - 02 02
At 29 March 2014 48,3 353 5.9 1430 235.5
10a Share based payments

The Company operates vanous equity and cash settled option schemes although the majority of plans ara settled by the 1ssue of shares
The services received from employees are measured by refarence to the far value of the share options The far value is calculated at
grant date and recognised In the profit and loss account, together with a corresponding increase in shareholders' funds, on a straight
Iine basis over the vesting penod, based on an estmate of the number of shares that will eventually vest Vesting conditions, other than
market conditions, are not taken into account when estmating the fair value FRS 20 has been applied to share settled share options
granted after 7 November 2002

Where the Company grants options over its own shares io the employees of its subsidiary undertakings these awards are accounted
for by the Company, as an additional nvestment in its subsidiary The costs are determined in accordance with FRS 20 share based
payments Any payments made by the subsidiary undertalang in respect of these arrangements are treated as a return of this investment

Share based payments recharged to subsidianes are recorded via the inter-company loan account

For details of share based payments, see note 19 to the consclidated financial statements and the directors’ remuneration report on pages
41058

11a Related party transactions
The Company has no transactions with or amounts due te or from subsidiary undertakings that are not 100 per cent owned either
drrectly by the Company or by its subsidianes

For detals of key management compensation, see note 26 to the consoltdated financial statements
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Five year record

Income statement

2010 201 M2 2013 2014
holes £m tm £m &m £m
Revenue 5611 463 9 5283 4837 5133
Operating profit
- Undertying operating profit 1092 404 63 1 615 89.3
- Exceptional tems - operating {75 {15 6} (24 8) (7 6) (17.5)
Total 1017 248 383 539 7.8
Share of profits of associated companies 63 - - - -
Exceptional tems —~ non-operating - 551 - - -
Profit before interest 1080 799 383 539 Falk:
Net interest expense 51) (38 (41 (36 4.7
Retrement benefit obligation net finance expense 63 33 {13 66) 73
Profit before taxation 96 6 728 329 437 598
Taxation (26 2) 54 07 55) (11.9)
Profit after taxation 704 67 4 322 382 479
Equity non-controling interests (05 {05 {08) {10 {0.6)
Profit for the year 69 9 669 316 372 4713
Dwvidends (40 9) {41 9) {420) 421) {42.2)
Retained profit/{loss) for the penod 290 250 (10 4} 49 5.1
Earnings per ordinary sharg 710p 67 6p 31 8p 37 4p 47.3p
Diluted earnings per share 705p 67 2p 31 5p 36 9p 41.0p
Underlying eamings per ordinary share 76 2p 24 0p 43 5p 38 5p 60.7p
Dvidends per orcinary share (8 42 3p 42 3p 42 3p 42 3p 42.3p
Undertying profrt before taxation 104 1 333 577 513 7.3
Balance sheet
tm tm £m Tm tm
Non-current assets 2223 2135 2256 2513 2404
Net current kabilities 67 2) {58 6) (90 9) {56 B6) (40.8)
Net debt (11 (312 (24 8) (76 7) (89.9)
Other labikties (134 6) {106 9) (155 5) (182 6) {180.1)
Equity non-controling interests 32 35 (39 a7 (5.1)
Total equity attnbutable to shareholders of the Company 63 133 {48 &) 713} (75.5)

Notes

Restated to raflact the amendments ta IAS 18R Employee benefits - sea accounting pehces
{a) Inciudes proposed final damdsend which, In accordance with IFRS accounting requirermeants, has not been accrled
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Shareholders’ information

Registered office
De La Rue House
Jays Close

Viables
Basingstoke
Hampshire

RG22 4BS

Telephore +44 (0)1256 605000
Fax +44 (0)1256 605336

Registered number 3834125
Company Secretary Mr E H D Peppiatt

Registrar

Comgputershare Investor Services PLC
The Pavilions

Bridgwater Road

Brstol BS99 677

Telephone +44 (0)870 703 6375
Fax +44 (0)870 703 6101

Annual general meeting

The AGM will be held at 10 30am on
Thursday 24 July 2014 at De La Rue
House, Jays Close, Viables, Basingstoke,
Harmpshire, RG22 4BS Each shareholder
15 entitled to attend and vote at the AGM,
the arrangemenits for which ars descnbed
In a separate notice to shareholders The
notice of AGM can also be found in the
Investors section on the Group's website

Electronic shareholder
communications

Shareholders can register online at

www Investorcentre co uk/ecomms

to receve statutory communications
electronically rather than through the post
Sharehclders who choose this option wil
receve an email notification each tme

the Group pubkshes new shareholder
documents on ts website Shareholders
will need to have ther shareholder
reference number ('SRN") avallable when
they first log n This 11 character number
(which starts with the letter C or G) can be
found on shara certificates and dividend
tax vouchers Shareholders who subscnbe
for electroric communications can revert to
postal communications or request a paper
copy of any shareholder document at any
time in the future

Electronic voting

All shargholders can submit proxies
for the AGM electronically by logging
onto Computershare's webstte at
WWW eproxyappointment com

Shareholder enquiries

Enquines regarding shareholdings or
dmdends should, in the first instance,

be addressed to Computershare Investor
Services PLC Details of sharsholdings

and how to make amendments to personal
details can be viewed onlne at

www investorcentre co uk

Shareholder helpline telephone
+44 (01870 703 8375

Dividends

Shareholders are encouraged to

have dvidends pad drectly into their
bank accounts to ensure an afficient
payment method on the payment date
Shareholders selecting this payment
method will receve a tax vaucher in
respect of each dvdend payment

Consolidation of shares

Where registered shareholdings are
represented by several Indnaduat share
certificates, shareholders may wish to

have these replaced by one consolidated
certficate The Gompany will meet the cost
for this service Share certificates should be
sent to the Company's registrar together
with a letter of nstruction

Internet

The Group has a wide range of
information that 1s avalable on its website
www delarue com ncluding

= Finance mformation — annual and intenm
reports, financial news and events

¢ Share price information
* Shareholder services information
» Press releases both current and histoncal

Capital gains tax

March 1982 valuation

The price per share on 31 March 1882
was 617 5p

Shareholdiers are advised to refer to ther
brokers/financial advisers for detaled advice
on indmdual capital gains tax calculations

Analysis of shareholdera at 20 March 2014

Shareholders Shares
By ranga of hokdings. MNurnber % MNumber %
0-1,000 5,074 7560 1,718,294 171
1,001 - 5,000 1,251 18 64 2,422,331 241
5,001 - 10,000 111 165 775100 077
10,001 - 100,000 182 271 6,166,950 612
100,001 - 500,000 65 097 14,337,338 14 24
500,001 and above 29 043 75,297,991 7475
Total 6,712 100.00 100,718,004 100.00
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Share dealing facilihes
Computershare Investor Services PLC
Computershare, the Company's registrar,
provides a smple way to sell or purchase
De La Rue plc shares

Intemet share dealing

Avatlable 24 hours a day/seven days a
week with real time pncing in market hours
Commission is charged at 1 per cent,
subject to a mmmum charge of £30, with
no set up or annual management fees
Further mformation can be obtaned by
logging on to www computershare cony/
dealing/uk

Telephone share dealing

Commission i charged at 1 per cent plus
£35, with no set up or annual management
fees The telephone share dealing service
is avalable from 08 00 to 16 30 Monday
to Fnday, excluding bank holidays, on
telephone number +44 (0)870 703 0084

Stocktrade

An execution only telephone dealing
service has been arranged with Stockirade
which provides a simple way for buying

or sefing De La Bue plc shares Basic
commussion is 0 5 per cent, with a
minmum ¢harge of £17 50 up to £10,000
and then 0 2 per cent thereafter with no
maarmurn For further information, please
call +44 (0)131 240 0414 and quote
reference ‘Oe La Rue dial and deal service’
Please note that these services are not
avalable n the US

Financial calendar
Ex-dmidend date for

2013/14 final dwdend 2 July 2014
Record date for

final dnvidend 4 July 2014
Payment of 2013/14

final dnadend 1 August 2014

Warning to shareholders - boiler room
fraud

We are aware that some shareholders
might have recewed unsolicited telephone
calls or cormespondence concerming
investment matters These are typically
from overseas based 'brokers' who target
UK shareholders, offering to sell them what
often turm out to be worthless or high nsk
shares or mvestments These operations
are commonly known as ‘boller rooms’
These "rokers’ can be very persistent

and extremety persuasve You should
always check any fim caling you about
investment opportunties s properly
authonsed by the FGA You will find useful
advice and information about protecting
yoursetf from nvestment scams on the
FCA website www fca org uk/consumers
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