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To remain an

independent

company and

operate as one

global team we will

continually
improve

The

Croda
Vision

We will continue
to be an ethical

and responsible
company




There will be a place
for many styles of
leadership, but all
leaders will have as
their primary objective
to build other leaders

We will remain a

‘Fun’, lively, stimulating
and exciting place

to work, where all
employees have the
courage to question,
and all functions and
individuals are valued

We can only achieve
our goals through
excellent and constant
communication,
creativity and setting
clear objectives at
every level
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Financial highlights

2010 2009
Revenue - continuing operations £1,001 9m £827 5m
Profit before tax - continuing operations before
exceptional items £192 3m £108 Om
Profit before tax £192 3m £90 8m
Earmngs per share - continuing operations before
exceptional items 95 4p 53 8p
Earnings per share - basic 96 1p 17 6p
Dividends per share 350p 21 5p
Gearnng 80 3% 182 4%
Sales by market 1998 Sales by market 2010 °
B Consumer Care 35% @ Consumer Care 52%
m Industrial Specialities 65% B Industnal Specialities  48%
Sales by Sales by
destination 1998 destination 2010
B Europe 57% | Europe 43%
B Americas 26% B AMercas 35%
W Asia 7% W Asia 17%
W Rest of World 10% W Rest of World 5%

* Continuing operations

in ocder to show underlying husiness performance, throughout the Chairman’s statement, Chief Caecutive’s review and
the Financial review, sales and profits are stated for continuing operations In 2010, there were no exceptienal costs for
continuing aperations In 2009, operating profit and pre-tax profit are stated for continuing operations before exceptional
costs of £17 2m Further details of discontinued operations and exceptional items are included in note 7 to the financial
information
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Products and markets

Crada 1s a world leader i1n the sale and manufacture of natural based speciality chemicals Qur extensive
range of products 15 sold to thousands of customers in a wide vanety of markets Qur activities can be
broadly classified into two sectors, Consumer Care and Industrial Speaialities The markets served by each

of these sectors, along with the key product groups, are outiined below

Consumer Care

Personal Care

We create products for the skin care,
sun care, hair care, baby care, colour
cosmetics, male grooming, bath and
shower and antiperspirant markets

These clude norganic UY absorbers,
lanolins, emollients, polymers, proteins,
surfactanis and skin care aclives

Industnal Specalities

Coatings and Polymers

We provide envirenmentally friendly,
high perfarmance solutions to paint
formulators, resin manufacturers and
additive producers

This includes a wide range of naturally
derved oleochemicals and speciality
surfactants

Lubricant Additives

We supply ingredients based on
renewable raw matenals to aulomotive
and industrial lubnicant markets

These multi-functional esters,
palyalkylene glycols and speciality
lubrrcant additive products deliver high
performance, energy efficient solutions
to meet the challenging demands of the
lubricant industry

Health Care

Qur hugh punty ingredients are used
in the pharmaceutical, dermatolagical,
nutraceutical, functional food and
animal health markels

These inciude concentrated omega
fatty acids, ultra pure medical grade
lanolins, Super Refined™ excipients
and a wide range of surfactants,
sclubilisers, emuisifiers and fatty aad
esters

Home Care

We supply ingredients for laundry,
household, industnal and institutional
cleaning applications as well as for
wipes, tssues, nappies and hygiene
articles

These include proteins and therr
denvatives, softeners, surfactants,
solvents, emulsifiers, solubilisers,
hydrotropes tissue lotions, botanical
extracts, fatty auds and glycerine

Geo Technologies

We pravide innovative, efficent
solutions for the il fieid, mimning and
water lrealment markets

These include demulsifiers for the

oll field industry, emulsifiers for
explosives and waler soluble polymer
components fer the formulation of
water treatments

Crop Care

we provide nert ingredients and
adjuvants for the full spectrum of
agrochemical applications

These include polymenc surfactants,
dispersants, wetting agents, emulsifiers
stabihisers, adjuvants and seed ccating
binders

Polymer Additives

We provide speciality effects for a
wide range of industnal and consumer
plastics, packaging and rubber
applications

These include slip, anti-block, anu-
static, anti-fag, mould and torque
release agents as well as UV absorbers,
dispersants and concentrates

Process Additives

We supply ingredients and additives for
use In a range of market applications
Including rubber, candles, textles,
leather and surfactants

These include the full range of our
products, from base oleochemical fatty
acads and glycenne to esters, polymeric
surfactants and amides




Martin Flower
Non-executive Chairman

Turnover was
over £1 billion
for the First
time
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Chairman’s statement

Croda has delivered an unbroken run of continuing
sales and profit growth for over ten years. This is a
testament to the focus on a clear strategy which 1s
communicated and executed throughout the business.
This year has seen record results, with strong
demand, tight cost control and the benefits of past
restructuring producing the uplift.

Full Year Results

Record turnover and profits were achieved

in 2010

Turnover was over £1 billion for the first
ttme at £1,001 9m, up 21 1% on 2009
£827 5m Pre-tax profits increased 78 1%
to £192 3m (2009 £108 Om) Continuing
earnings per share were up 77 3% at

95 4p (2009 53 8p)

Demand was strong In all business
areas within both sectors and across

all major geographies Latin America,
Asia and Afnca accounted far 32 4% of
Group turnover and that does not include

ingredients we sell in Europe and Amenica

where our customers export finished
praducts to consumers In thase markets

Consumer Care turnover was up 14 0% fo
£516 4m (2009 £453 Tm) All business
areas recorded at least double digit
growth, with Personal Care and Crop
Care leading the way Qperating profit
Increased 31 8% to £136 5m (2609

£103 6m)

Industnal Specialities turnover was up

29 7% to £485 5m (2009 £374 4m} Our
strategy to focus on lower volume, high
specification, high quality ingredients

to our five markets was central to our
progress This further benehtted the
operating profit where profits rose

246 9% to £62 1m (2009 £17 9m)

The first half of 2009 had been adversely
affected by customer destocking as a
result of the recession but nevertheless
this was a very pleasing result

Return on sales increased to 12 8%
(2009 4 8%), beating our previous 10%
target and making good progress towards
ihe new, more challenging 15% goal

Cash flow was again very impressive with
a £68 2m reduction in net debt EBITDA
drove the result, which was achieved
despite 3 working capital Increase as
actvity levels rose dramatically

Disposals and Acquisitions

We continue to streamline the business
and focus on high value speciality
products

On 10 May 2010 we announced that we
had agreed to seli the Emmerich sile
and assoclated business in Germany to
KLK Emmerich GmbH, a subsidiary of the
KLK Group, for €35 0m As part of the
transaction, the purchaser assumed the
[AS 19 retirernent benefit abligations
relating to the business of €38 4 million
s0 that cash payable at completion was
€16 6m There was an exceptioral prafit
before tax on the sale of £0 9m

In November 2010 we baught out our
joint venture partners” 404 share 1n our
Indonesian company for $16m Since
the year end we have sold our 50%
shareholding 1n the Korean joint venlure
to the non-controlling shareholders for
£2 2m Korea remalns an important
market for Croda and our sales,
distnbution and technical operations

In the country are unaffected by the
disposal

All these businesses were acquired with
Unigema in 2006



As a business, we
seek to provide

our customers with
products that meet
market demands and,
wherever possible,
with environmentally
friendly solutions

Retirement Benefits

Our gioss 1AS 19 pension deficit reduced
from £203 5m to £147 8m The sale of
Emmench in May 2010 was the biggest
element of the reduction as it removed
almast all of our pension hiabilities in
Germany The deficit was then further
reduced 1n 2010 by additional Company
contributions and ncreased asset values
from stronger global equity markets
outwelghing increased habiities as a
consequence of shghtly lower corporate
bond rates

Dividend

Given the strong perfermance across all
our businesses, the Board will propose an
increase in the finat dividend of 68 3%

to 25 25p (2009 150p) This will qive a
total dividend for the year of 35 Op, up
62 8% an 20095 21 5p

Share Buyback

with Croda’s performance and prospects
being so strong it makes sense to
maximise our investment n the
business through capital expenditure and
acquisitions where approprnate

We expect toincrease capital expenditure
2011 to a higher level than that seen in
recent years In order to increase capacity,
but there 15 a limit to what can be spent
In any one year without disrupting
operations

Despite this increase, we expect to
generate a significant amount of cash in
2017 and with our net debt to EBITDA
ratio already below one times, we believe
that returning excess cash to shareholders
by resuming our share buyback
programme 15 a loqical move We see the
programme as tactical and continue (o
monitar suitable acquisition opportunities
In the absence of such acquisitions, we
would expect to buy shares warth around
£50m 1n the market over the next year

Outlook

The strong trading performance durning the
fourth quarter has continued into 2011

We are continuing to see significant raw
maternial inflation and have increased our
prices as we entered the year to protect
our profitability Across both Consumer
{are and Industrial Specialities, our global
markets continue to grow and we are
confident of making further progress in
the current year

//_L/‘_’\_’(Z._,‘r““‘-" —_
.

Martin Flower
Chairman

Croda’s Polymer

Additives business

launched Atmer™ 7510 in
2010 This additive provides
several benefits to customers
using recycled PET plastics,
including increased product
quality and energy savings
due to more efficient
processing
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Sales were very strong in 2010 I1n both reporting
sectors. Industrial Specialities had the highest growth,
particularly in the first half, with weak comparatives
in 2009 due to the recession.

Performance and Prospects
Consumer Care

There are three main business areas
within the Consumer Care segment
Personal Care, Health Care and Crop Care
In 2010, sales increased by 14 0% to
£516 4m (2009 £453 1m) and operating
profits increased 31 8% to £136 5m
(2009 £103 6m) with the underlying
margin from the extra sales boosted by
the benefits of last year’s restructuring
and tight cost control Return on sales
Increased to 26 4% (2009 22 9%)

Personal Care 15 the largest of the
business areas and sales grew faster than
the Consumer Care average, with the
strengest growth in prestige and high end
salon products to our largest customers
Sales were particularly strang in North
America and Europe Our innovation and
new praduct pipeline remains very strong
and this 1s fuelling demand

Mike Humphrey
Group Chief Executive

Health Care saw double digit growth
despite capacity constraints in the first
half of the year New high purity Omega
3 capacity wiil be operational in the first
half of 2011

After a quiet first quarter, Crop Care
achieved very strong sales with North
American and European markets 3gain
seeing the highest growth

Strong sales

and profit
growth in both
sectors

Industnal Specialities

There are five main business areas in
our Industrial Specialities segment
Pofymer Additives, Lubricant Additives,
Home Care, Coatings & Palymers and
Geo Technologles 2010 sales were up
29 7% to £485 5m (2009 £374 4m) and
continuing operating profit increased by
246 9% to £62 1m (2009 £17 9m) for
the same reasons as those behind the
Consumer Care profit uphft In addition,
the comparatives in the first half of 2009
were very weak as a result of the global
recession Return on sales increased to
12 8% (2009 4 8%}, beating our previous
target of 10% and the 2010 result
showed qood progress towards our new
15% target

In Polymer Additives, good sales growth
was achueved throughout the year despite
some capacity 1ssues, with sales doubling
in China versus 2009

Lubricant Addittves were also capacity
constrained In the early part of the year,
foltowing the Wilton closure, with strong
demand for “green” high performance
products

In Home Care, sales were again strong
The quality of the portfolio that remains
after the sale of Emmerich 1s high and we
have been particularly successful in scliing
new biodegradable products in North
Amesica

Coatings & Polymers saw strong growth
with sales to the electronics industry In
Asia performing well

Geo Technologies saw a windfall in

North America as a result of the Gulf of
Mexico cleanup This was, however, again
countered by capacity tssues early in the
year following the closure of Wilton



We can only achieve
our goals through
excellent and constant
communication,
creativity and setting
clear objectives at
every level

MIxXIN ME™, Versflex™

and NatraGems™ are Croda’s
Blue Technology range of
ingredients for facial skin, body
and hair care formulations These
ingredients allow our customers
to process their fermulations

at ambient temperatures and
reduce the energy consumption
of the process by up to 80%




We will remain a

‘fun’, lively,

stimulating and exciting
place to work, where
all employees have the
courage to question,
and all functions and
individuals are valued

A new office building for

Croda’s European commercial
functions at Cowick Hall,

UK, was completed n 2010
Considerations were made to
reduce the environmental impact
of the building at all stages The
offices are warmed by geothermal
heat from water around 100
metres below the ground



We will
continually
improve
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Chief Executive’s review

Strategy

This section of the Chief Execulive’s
review 15 largely unchanged from last
year This 15 indicative of the robustness of
Croda’s core principles and of the Group’s
success it implementing its strategy

The core prninciples of Croda’s strategy
have remained valid since 1999 We test
them every year and every year we have
found them to be a solid framewark for
successful growth Qur aim 15 to be a
leading, independent, global speciality
chermical company We will only invest in
businesses, current and {uture, that can

n be truly global
m create profitable innovation

m operate In end markets that have long
term growth well above global GDP

w realistically sustain high operating
margins

Our focus on markets and rarket drivers
means we are well aligned with the
meqga trends which will shape the future
consumer and industrnal markets Trends
like an ageing poputation, health and
well-being, sustainability and the correct
use of renewable resources present
great challenges and even greater
opportunities

In 2010, four of our

manufactuning sites have

been accredited to the

European Federation for Cosmetic
Ingredients {EFICI) quality standard
The standard is designed to ensure
the consistency, quality and purity
of cosmetic ingredients above the
standards of IS0 9001 A further
five of our sites are working
towards accreditatton in 2011

Croda’s culture of pragmatic innovation
in every aspect of the business, not just
in product development, means we are

well-placed to be a truly leading speciality

chemicals company We have offices and
technical facihties in 36 countries and
operate 17 state of the art factories across
Europe, Asia and the Americas Through
ihis network we are able to match and,

IN many nstances, exceed our customers’
rapid globalisation

Our operating companies are set sales,
profit growth and operating margin
targets that form the basis of our budgets
and strategic plans We report annually
on our progress against five key financial
key performance indicators and these are
assessed on page 10

m Return on sales

EPS growth

Post tax ROIC

» Net debt to EBITDA
EBITDA mterest cover

Summary

Croda 1s a truly global company with only
5% of its sales in the UK Qur customer
focused business model has been the
basis of our success for many years We
will continue to increase this focus to
create our future success

In a number of areas we were short of
capacity n 2010 following the Wilton
closure We have addressed this 1ssue
during 2010 and will install further
capacity In the current year

Our new praduct pipeline 1s strong and
global demand in our chosen markets
remains robust

20171 has started well and we expect 1o
report further progress in the current year

Mike Humphrey
Group Chief Executive




Sean Christie
Group Finance Director

We propose to
increase the
final dividend
by 68.3%
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Pre-tax Profit

Pre-tax profit iIncreased 78.1% to £192.3m
(2009: £108.0m) with financing costs falling due to
lower borrowings, lower interest rates and a higher

pension funding credit.

Exceptional Items

There was a pre-tax exceptional credi

on the sale of Emmerich of £0 9m n
2010 We sold the Bromborough site post
closure and realised an exceptional
pre-tax credit amounting to £3 0m,
including unused provision releases

Earnings per Share

Continuing earnings per share before
exceptional 1tems increased 77 3% to

95 4p (2009 53 8p) dnven by the pre-tax
profit growth

Dividend

We propose to Increase the final dividend
by 68 3% to 25 25p (2009 150p) This
will give a total dividend for the year

of 35 0p, up 62 8% on 2009 21 5p
Dividend cover increases to 2 7x

(2009 25x)

EPS and dividend
100

8¢

60

40
20 . I

2006 2007 2008 2009 2010

s Il oes

Debt and Liquidity

We negotiated a ten year $100m

fixed rate private placement In January
2014, then in November replaced our
committed bank arrangements with new
facilities totalling £410m that run to May
2015

As a result of the strong cash flow, net
debt stood at £220 3m (2009 £288 5m)
We, therefore, have £253m of headroom
on our committed faaliies Our main
banking ratio, net debt to EBITDA, fell to
below one times for the first ime since
the acquisition of Unigema




To remain an
independent
company and
operate as one
global team

Retirement Benefits

The gross 1AS 19 defial reduced from
£203 5m to £147 8m and, post tax, the
deficit at the end of 201C was £45 1m
lower than last year ai £104 9m The sale
of Emmerich was the biggest element
of the reduction as it removed almost all
of our pension habiities in Germany 1n
2010, the Company paid £16 7m

(2009 £16 6m) to reduce the defiat

as agreed with cur trustees around the
world In addition to these moves, globai
equity markets were stronger, increasing
the funds’ assets

We have made some changes te our
pension schemes in the UK during 2010
with new employees accruing penston
benefits at 1/80th of salary per annum
Existing employees were able to retain
therr 1/60th accrual rate but their
contnbution increased to 8% of salary

Financiat KPls

Performance against our five main KPIs
(before exceptional items} 15 shown In
the following table

AltKPIs were ahead of larget in 2010
Consumer Care significantly exceeded the
return on sales target with a return of

26 4% and Industnal Specialities return on
sales i 2010 was 12 8% We have made
great pragress over the last few years in
increasing the proftability of Industnal
Specizhties and are confident that our
new goal of 15% is achievable

2009

Target 2010 As reported

Relurn on Sales >15% 19 8% 13 1%
EPS Growth +5-10% +77 3% +10 4%
Post tax ROIC >WACC 19 3% 10 5%
Debt/EBITDA <3x 10x 18x
EBITDA Interest cover >4x 36 7x 113x

Croda’s continuing success 15
shared with our employees

via employee share ownership
schemes in 2010 over 65% of our
global workforce held investments
in the Company through the
schemes, taking advantage of
discounted share prices and a
record high share price

WACL Weighted averaye cost of wapatal 2010

werage oshmated 7 5% (2009 o §oa)




Financial KPIs
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Risk Management

Croda’s approach to risk management

Is unchanged from last year The

Group co-ordinates iIts approach to nisk
management globally through its Risk
Management Commiitee This cammittee
15 chaired by the Group Finance Direclor
and comprises the heads of each business
unit, the Group Financial Controller and
the Company Secretary It meets quarterly
and reports directly to the Board

Risks facing the Group are regularly
reviewed and the Committee evaluates
the controls and procedures we have In
place to miigate these nsks

The key nsks facing Croda are ranked

in order of a combination of economic
consequence and likelihood of occurrence
as follows

People and Process

Major site event involving the loss of &
site

Signuficant aperational problems could
have an adverse efiect on Croda’s
financial position We are reliant on
the continued operation of varous
manufacturing sites

Loss of key personnel

We rely an emplayees such as divisional
board members and technical experls
whase vision and knowledge 1s cntical to
maintaining the Group’s success We have
procedures 1n place to identify and retain
key employees and to develop succession
plans for key positions

Interruption of raw material supply

Interruption 1n the supply of key raw
matenals would significantly impact
operations and our financial position
tnterruption of supply could arise from
implementation of new, more rigorous
leguslation, or from market shortage
We purchase key raw maternials under
medium to fong term contracts and
manage cur raw matenal stock levels
taking these considerations into account

Mayor environmental incident

violations of safety, health and
environmental regulations cauld hit
operations and expose the Group to
llability, cost and reputational impact In
addition to maintaining compliance with
national and international standards, we
maintain strictly audited internal safety
and health programmes

External Environment
Product hability

Croda sells into a number of highly
requlated markets Non-compliance with
quality requlations could expose the
Group to ability Quality management
procedures are in place for each site and
all manufacturing sites hold (SO 9001
standards Major sites have also been
audited against Good Manufacturing
Praclice (GMP) standards

Regulatory complance

As a chemical producer, Croda is subject
to a number of national chemical
fegislations and wiolation of these could
himit markets into which we can sell

The most signtficant legislation currently
facing the Group is the implementation

of REACh (Regestration, Evaluation and
Authonsation and restriction of Chemicals)
In Europe We have introduced a range

of procedures which wilt ensure that we
mainiain compliance with this requlation
and successfully completed our first phase
of registrations in 2010



Business Systems

1T systems falure

Croda relies on IT systems to operate
effectively and efficiently, and to faclitate
communication globally Failure of these
systems for a prolonged period of time
will have an impact on operations and
uliimately our financial position

Following the acquisition of Uniqema,
Croda inhented a number of diverse

IT systems Failure to integrate these
systems quickly (or failure of the systems
themselves) will under effective
communication throughout the Group and
distract focus We have a global IT group
wha are expenienced In IT implementation
and back up processes and we have hot
standby systems in place

Financial

Management of pension fund assets

Croda has legal commitrents relating
to the provision of pensions and the
operation of aur pension schemes
Pension fund assets are managed by
independent investment managers bul,
in current markel conditions, increased
future funding requirements may have
an adverse effect on Croda’s financial
position

Working capital management

Cash flow generation from the effective
management of working capital 1s
required to support the cash outflows
ansing from servicing of debt, capital
programmes and pension fund
requirements

A nominated member of the Risk
Management Commitiee 15 responsible
for ensuring best practice 1s followed

In tackhing each nsk area and that
continuous progress 15 made 1n reducing
the risks faced by the Group

All divisions, sites and certain functions
have risk registers relevant to ther area
which are reviewed by internal audit

to assure they are approprate and the

necessary controls are in place

Sean Christie
Group Finance Director
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Corporate Social

Responsibility

Introduction

2010 has been another successful year
for Croda and we have sustained year on
year growth in both market capitalisation
and profit Our long term strategy has
been both formed by, and enabled
further investment in, all aspects of our
Corporate Social Responsibility (CSR)
programme which 1s central to our
business

In previous years we have used this
section of our Annual Report o describe
our approach to Safety, Health and the
Environment (SHE) and the targets we
set ourselves to measure our pragress
in these areas However, we recognise
that being an ethical and responsible
business encompasses a wider range

of issues Accordingly, we are including
this expanded (SR section in our Annual
Report for the first time 10 addition to
pubhistung our fourth full CSR Reporl By
including CSR m our Annual Report we
hope to meet the growing demand for
transparency and social reporting from
a wider range of stakeholders than ever
before

CSR In Croda 1s organised around the four
Pillars of Corporate Social Responsibility
-Qur Partners, Qur People, Our Neighbours
and Our Warld Qur approach to the four
Pillars 18 managed by a cross-functronal
Steering Commuttee, comprising of senior
managers from a range of functions
across all of the regions in which we
operate

Qur corporate misston statement, the
Croda Vision, describes our culture and
underpins our approach to CSR In 2010,
we have continued our commitment to
excellent and constant communication
with Qur Partners in supplier, NGO and
customer collaborations that secure the
sustatnability and safety of our products
We have continued to be an ethical and
responsible company by reducing the
impact of our operations on Qur World
with a focus on energy efficiency and a
new emphasis on the use of non-fossii
energy We have continued t¢ improve
our commitment to Qur Neighbours by
rolling out our community investment
programme, the “1% Club”, to cover each
of our 17 manufactunng sites worldwide
We have also shown that all functions
and individuals are valued, investing In
Our People by developing a university
accredited new manager training
programme and a global HR system that
will ensure all of our global team have
access to an annual appraisal

Throughout this section you will read
mare about our progress against the CSR
targets we sel ourselves for 2010 and
details of the targets we have set for
2011, along with case studies bughlighting
how CSR and our Vision are embedded n
our business For more information on the
Issues discussed, please read our 2010
(SR Report or visit www croda com/cst



Group Chief Executive Statement

Croda was founded 86 years ago and
a responsible and ethical approach to
business has always been part of its
ethos

We develop, manufacture and sell
speciality chemicals and 1t 1s essential that
our customers, investors, employees and
neighbours are confident that we operate
responsibly

Croda’s business strategy 1s to develop
speciality chemical products to supply
market sectors which need innovation,
show strong long term growth and
are global in nature This strategy has
consistently delivered strong financial
results

The challenge for Croda Is to achieve
this growth while operating responsibly
with regard to the envirenment and our
many stakeholders Gne element of our
(SR policy slates that ‘we will minimise
any negative impact on the environment
that might be associated with our
operations or our products, searching out
new ways (o conserve nalural resources
and innovating to tmprove our products
and processes’” A number of specific
challenges have emerged over recent
years

Safety - personal, product and process -
has always been Croda's highest prionty
We are an established leader tn process
safety and are fully compliant with the
European Union's Registration, £valuation,
Authonsation & restnicion of Chemicals
{REACh) tequslation, which ensures produict
safety However, | am disappointed 1n

our personal safety performance 1n 2010,
which will be an area for focus in 2011

We seek to develop products that are as
natural as possible but need to balance
this with product efficacy In 2010, 68%
of Croda’s raw materials came from
renewable resources

However, today a breader assessment
needs to be made of the overall
sustatnabiity of our products This
includes the incorporatton of intelligent
design, water usage and carbon footprint

Energy usage 1s another challenging
area as the Company continues to grow
2010 saw the continuing trend for Croda
to move away from large volume, high
energy consumption businesses This has
reduced our overall energy consumption
However, our Yision states that ‘'we will
continually improve” and in response

lo this challenge Croda 1s developing
new chemistries to achieve the effects
our customers seek with reduced
environmental Impact

These improvements have been achieved
by Gioda's skilled and dedicated global
teamn working in collaboration with our
customers and suppliers [n 2010 we
have also continued to develop close
refationships with "Our Neighbours’
and | am particularly pleased with the
science outreach programme, involving
educational institutions close to our
manufactunng sites around the world,
that will hopefully create the next
generation of Croda employees

Meeting the challenges of Corporate
Social Responsibility 15 fundamental to
Croda achieving its business objectives |1
am confident Croda is heading in the nght
direction

Mike Humphrey
Group Chief Executive




in 2010, 68% of

the raw materials
we purchased came
from renewable
sources
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Qur Partners

Every day, consumers benefit from the
thousands of day-to-day products in
which Croda Ingredients are used We
achieve thus through interaction with
many partners Our supphers help to
ensure that we source renewable raw
matenals i a responsible way Our
customers work with us to develop
products that consumers want Official
bodies provide guidance on the
regulations that allow our business to
operate NGOs help us to understand and
continuaily improve the environmental
performance and inherent safety of our
products

In 2010, we set two objectives that
encapsulated the key 1ssues addressed 1n
working with Our Partners These were
Responsible Sourcing and Chimate Change

Responsible Sourcing

Betng able to responsibly and securely
source the raw matenals we require to
make our products 15 key to the long
term sustainability of our business In
2010, we have continued to work with
the Roundtable on Sustainable Palm

Oil {RSPO} 1In developing guidelines for
quantifying palm ol denvative usage in
order to support sustainable patm cil We

have also worked towards the certification

of our Incromega™ and Omelife™ fish

oll denvatives to the International
Fishmeal and Fish Ol Organisation’s (IFFO)
Responsible Sourcing audit standard,
whach 1s the first to cover the entire
supply chain We expect to receive full
accreditation in 2011

As consumers become ever more
environmentally aware, the demand for
responsibly sourced products increases
We help our customers satisfy this
demand by constantly innovating new
praducts with proven efficacy and with a
strong basis 1n renewable raw matenals

Chmate Change

Concern for climate change is part of
Crada being an ethical and responsible
company in the modern world We are
constantly seeking ways to mimmise
the negative impact of our operations
by investing in impravements to our
manufacturing facilities We are also

a continuing member of the Carbon
Disclosure Project

In 2010, we have worked with partners
from the School of Analytical Chemistry
at the University of Manchester, UK, In
developing a Product Carbon Footprinting
(PCF) tool, (-CatC The tool 1s free to UK
industry and will enable cradle-to-gate
PCF assessment at more than half of our
global manufactunng siies by 2012 Fully
understanding the carbon footpant of
our processes and cur contnbution to the
life cycle of individeal products will help
us to address the analysis needs of our
custorners and support our own process
optimisation and energy reduction plans

In 2011, we will
implement Product
Carbon Footprinting
of key technologies
in the majority of
our manufacturing
sites



...all leaders will
have as their
primary objective
to build other
leaders

In 2010, Croda
provided over
93,000 hours of
training to our
global
workforce

...all functions
and individuals
are valued

Qur People

Our business success depends on our
ability to attract and retain individuals
who are passionate about personal and
business growth and want to make a
significant contribution to the future of
Croda We recognise our employees
want tc make a difference and through
open and honest dialogue we are

able to design reward strategies and
development opportunities that meet the
indvidual needs of our glebal workforce

We have continued to monutor cur
commitment to Our People with a
number of objectives, two of which are
discussed below You can read more
about these and our cther Our People
abjectives in our full 2070 CSR Report

Employee Development

We value all the individuals that make up
our global team and in 2010 extensive
work was undertaken in the area of
performance appraisals “Croda Aspire’,

a Company wide performance apgraisal
system which has perscnal and career
development at its core, was launched
this year and 1t 1s envisaged that by 2013
all employees will be appraised through
the new process

In 2010, we also had a target of
delivering an average of 21 hours training
per employee Through a combination

af internal and external training courses,
webinars, one-to-one coaching,
spensored further education and distance
learning we have exceeded this target
We have ncreased this target to 22 hours
per employee for 2011

Cpenness of Communication

The objectives we set with Our People
could not be achieved without excellent
and constant communication with aur
employees We utilise many forms

of commurication in engaging with

our employees and n 2010, all of cur
manufactunng sites and large commercial
offices have held communication sessicns
with more than six sessions on average
These sessions have enabled senior
leaders tc keep employees informed,
engaged and focused on business

goals, whilst also providing a forum for
employee feedback

in 2011, we will continue to monitor
engagement, targeting to hold at least
two employee communications sessions
at each of our manufacturing sites and
sales offices Our intention 1s te focus on
sharing best praciice around the Group
before extending our targets further

Croda’s operation in Thane,
India, 1s an example of Group
best practice in occupational
health checks, having provided
checks for over 95% of
employees and 154 contractors
In 2010 The company also
provided first aid traiming to 100
employees, members of their
famiies and teachers at a local
school




We will
continue to be
an ethical and
responsible
company

After refurbishment of Croda’s
sales office in South Afnica

and the closure of the offices at
the Wilton Centre, UK, some of

the sites” furniture was ne longer
required Employees at each of the
sites 1dentified chanties - Waste to
Wonder, Little Eden and Abraham
Knel - and donated the furniture to
them

Employees at Croda’s offices

in Argentina have worked with
customers and a local recycling
company I1n 2010 to start a
programme of packaging recycling
Through the initiative, over

US 56,000 has been raised and used
to fund a number of projects with

a neighbouring charity, Fundacién
Nordelta
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Our Neighbours

Commumty engagement 15 recognised

as an impartant activity and one that 1s
valued at all levels of our Company Not
only does the business see the value that
formal community engagement plans can
delver, but our global team also takes
pride 1n the communities in which Croda
operates and looks for the business to
support them 1n community activities It
15 this balance between the satisfaction
of community and business needs that
ensures our approach 1s both relevant for
our local communities and a sustainable
part of our business now and in the
future

Qur commitment to the community s
focused around three objectives

Openness of Communication

Formal and informat communication
with Qur Neighbours has always been
an important actrvity for Croda it 1s not
always easy to undertake but it does
allow for the dentfication of 1ssues and
opportunities on which both the business
and the local community can act

In 2010, we carriec out a survey at our
manufacturing sites and sales offices to
identify the stakehclders that matter to
our bustness 1n the communities with
whom we interact In 2011, using the
results of the survey, we will continue to
engage with Our Netghbours, focusing
cur efforts on the stakeholder groups
commen to our sites and offices around
the world

In 2010, Croda
employees gave
more than 4,150
hours of their
working time to help
good causes in their
local area

Community Involvement

Community nvolvement provides value
to our employees, our business and to the
local communitias in which we operate

Our invelvement in the commumnity not
only highhghts the commitment we
make to Our Neighbours but also acts

to generate sigmificant goodwill that can
be advantageaus to our business This
commitment 1s most clearly iltustrated
through the employee volunteering
Initiative that we started in 2003, the 1%
Club

Curing 2010 we completed the
implementatton of the 1% Club at all of
our global manufacturing sites, enabling
every one of our 3,200 employees around
the world to spend time actively invalved
in their communities We completed
4,157 hours of community actvity, a
nine-fold increase an 2009 This
impressive first year saw 295 individuals,
aor over 9% of our global workfarce,
accessing the scheme

Community Education

As a business with established expertise
In the areas of science, engineering

and technology, our activities with local
schools, colleges and universities have
always been an important element of our
engagement with local communities

In 2011, we will further our commitment
to community education by developing
reqional science-led programmes where
we have significant R&D activity, namely
the UK, Hollang, USA, France, Brazil,
Singapore, India and Japan The aim of
this project will be to deliver enhanced
and coordinated training to junior
managers and graduale trainees who will
implement regional STEM projects with
local educational facilities




By 2015 we aim

to source at least
25% of the Group’s
energy requirements
from non-Fossil Fuel
sources

Profit (£ milhon)
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Our World

The challenge that any business faces

In addressing environmental 1ssuas 1s
balancing the changing needs of the
business as 1t grows with the efficient use
of resources and minimising Its impact on
the envircnment

Followtng the acquisttion of Umigema

(n 2006, we set a number of targets

to measure our Safety, Health and
Environmental (SHE) perfarmance 2010
marks the end of the post acquisition
target period As such, this year1s

a pertinent ime te reflect on our
performance in SHE areas and contrast
them against our financial results

Consumption of energy, water and
disposal of waste to landfill are 1ssues
that are of material significance o our
business and the wider environment

By contrasting the yearly progress in
these metrics (from operations at the
end of each respective year} against our
annual profits over the target penad, it
can clearly be seen that as our business
has become significantly more profitable,
we have also successfully reduced our
environmental impact

{ontrasting Annual Group Profit against Enviranmental Performance

2006

& Profit
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2007 2008
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—&— Total Energy  —#— Tolal Waler

2009 2010

-—e—Tgtal Waste

Our numerous Qur World objectives are
discussed 1n detarl in our 2010 CSR report

The fallowing examples illustrate the

efforts Croda 1s making to minimise 1ts
envircnmental impact

Energy Consumption

Energy consumption 1s a crucial 1ssue

for businesses as the cost of energy
continues to rise and concerns for cimate
change remain In the public eye We
cannct power our business without
energy and so it Is important that we
remain committed to reducing the enerqy
consumption of our operations, a goal
that wili be achieved by setting clear
objectives for energy efficiency

Our manufacturing sites have made
considerable reductions in thew total
energy usage, with a 7 5% decrease
against 2006 levels However, the total
nroduct autput volumes at the end

of 2010 were 16 6% lower than the
2006 baseline As a result, we did not
meet the four year target we set for
energy reduction per tonne of product
manufactured, largely due to the
changing nature of our product mix as we
integrated the Unigema business

In the future we intend to maintam our
focus on energy consumption and in

2011 we will begin to measure total
energy consumption as well as energy
consumption: per tonne output We
believe that these metrics, taken together,
will better reflect our energy usage and
will target a further 5% reduction of total
energy consumption by 2015

We aim to reduce
our total CO,
emissions by over
20,000 tonnes
and our water
consumption by
over 800,000 m?
by 2015



Since 2006 we have
reduced our waste
to landfill by 22.7%.
fn 2010, Five of our
manufacturing sites
generated zero
waste to landfill

Water

Water scarcity 1s an important 1ssue

to address when considenng the
environmental iImpact of our operations
By continually developing our processes
and investing 10 new technologies that
minimise the ameunt of water we use,
we play our part in ensuring that water
15 avatlable for agricultural and domestic
purposes

Despite reducing our consumption of
potable water by 12 6% based on 2006
levels, we have not achieved our four
year target for consumption of potable
water per manufactured tonne Again,
the changing nature of our product mix
and the reduction in tonnage cutput has
had a significant impact on our ability to
da so Although we are disappointed to
have missed our target, we are pleased
to have decreased the total volume of
water we use Overall, our consumption
cf waler has reduced by 2 9% since 2006
and we ntend to continue this trend
through further recycling and process
madifications at our manufacturing sites,
with a target of a further 10% reduction
by 2015

Personal Safety

Our commutment i 2070 was to achieve
a reduction in the frequency of Injures at
our manufactunng sites and commercial
offices

At the end of 2010 we did not manage
to achieve the reduction (r accident rates
that we targeted and actuaily saw a slight
mcrease to 032 (2009 025) accidents
per 100,000 hours Although we have
missed our target, 1t 1s worth noting that
very few of the accdents sustained in
2010 were of a senous nature or related
to chemical handling Most injuries
recorded In the last year were due to
manual handling, slips, trps, falls or
collistons with objects However, we
believe that all accidents are preventable
and are encouraged that accidents
continug {0 be properly reported so

that their causes may be identihed and
appropnialely addressed

Our perscnal safety performance in 2010
was disappointing and as a starting point
we would like to reduce the injury rate
to be at least better than the average
for the countries and industry in which
we operale We believe that a target
injury rate of 0 2 acadents per 100,000
hours worked can be achieved by our
employees and 15 a level we have
performed at in the past We recognise
that this target wili not be easy to achieve
and considerable effort will be required
on the part of management and the
workforce to improve safely awareness
and culture

Waste Oisposal

In 2006, we committed to reduce the
quantities of waste we disposed to
landtill We recognised that landfill

15 an unsustainable form of waste
management and so set a target to
reduce waste to landfill (kg/tonne
manufactured) by 5% per year {20%
averall by the end of 2010)

At the end of the 2006 to 2010
improvement penod, our manufacturing
sites had surpassed the target we set,
having reduced waste to landfill per tonne
by 22 7% We were also particularly
pleased that over this period five of cur
manufactuning sites sent absolutely no
waste to landfill

From 2011, we have set a Group target of
g further 20% reduction over the next five
years, based on the performance in 2010
We wiil also begin to measure absolute
waste In addition to ‘waste per tonne’

In order to give a more comprehenstye
picture of our performance
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Board of directors

Martin Flower
Non-executive Chalrman

Martin Flower was appainted to the Croda Board in May 2005 and became Chairman at the
end of September 2005 He 15 chairman of the Normination Committee and a member of the
Remuneration Committee He formerly held vanous senior executive positions over 36 years
with Coats ple, culminating in a penod as Chairman before his retirement in 2004, and he was
Deputy Charrman and Senior Independent Director of Severn Trent Plc until June 2006 In 2010
he retired as Chairman of Autogrill Hotdings UK Plc {formerly Alpha Group Plc) He is currently a
non-executive director of The Margan Craable Company ple and 15 Chairman of Low &

Bonar PLC

Sean Christie BSc, FCMA, FCT
Group Finance Director

Sean Chiistie was appointed to the Croda Board as Greup Finance Director in Apnl 2006 He
previously held a number of senior finance positions in Northern Foods Plc and was Group
Finance Director from 1996 to 2004 He was a non-executive director of KCOM Group plc for
eight years untl 2007 and a non-executive director of Cherry valley Farms Lid from 2006 until
the company was scld in 2010

Michael Buzzacott™ BA, FCCA
Seniar independent non-executive director

Michael Buzzacott joined the Croda Board In August 2004 and was appointed Chairman of the
Audit Commuittee 1n April 2007 Prior to his retirement in 2004 he spent over 34 years with BP
where he held a number of senior international roles including Regional Finance and Control
Director of Asia, Chief Executive Polymers and Olefins Division and finally Group Vice President
Petrochemicals He retired as a non-executive director of Rexam PLC 1n 2009 and 1s currently a
non-executive director of Scapa Group plc and Genus plc

Stanley Musesengwa”
Independent non-executive director

Stanley Musesengwa joined the Tate & Lyle Group in 1979 as a refinery manager and
subsequently performed a number of different rales in Africa, before becoming Regional
Director, Tate & Lyle Africa in 1995 In Cecernber 1999 he was appainted Chief Executive OHicer
of Tate & Lyle Furope He was appointed to the Tate & Lyle Board in Aprl 2003 and took up the
position of Chief Operating Officer 1in May 2003 until his retitement in 2008 He jained the Croda
Board in May 2007 and was appointed Chairman of the Remuneration Committee in 2009




Mike Humphrey
Group Chief Executive

Mike Humphrey was appointed to the Croda Board in 1995 and became Group Chief Executive
at the beginning of 1999 He joined Croda In 1969 as a management trainee and was
appointed Managing Director of Croda Singapore 1n 1988, Croda Application Chemicals in 1990
and Croda Chemicals n 1991 He 1s a member of the Nomination Committee

Steve Fools
President, Eurape

Steve Foots was appointed to the Croda Board in July 2010 as an Executive Director Steve joined
Croda as a graduaie trainee 1n 1990 and was appointed Manaqing Director of Croda Europe
Industrial Specialities in 2000 and Croda Europe Consumer Care In 2004 Steve Is President of
Croda Europe and has been @ member of the Group Executive Commuttee since January 2007

Nigel Turner*
Independent ron-executive director

Nigel Turner joined the Croda Board in June 2009 He has over 35 years expenence In cofporate
finance and was the Chairman of Numis Securities Ltd and Deputy Chairman of Numis
Corporation plc from December 2005 untll his retirement 1In November 2007 From 2000 until
2005 he was with ABN AMRO fellowing fifteen years with Lazard Brothers in Lendon where

he was Managing Director and a member of the Supervisary Board Nigel has been the Senior
Independent Director of Genus plc since 2008

Steve Williams*
Independent non-executive director

Steve Williams joined the Croda Board in July 2010 as a non executive director Steve relired as
General Counsel and Chief Legal Officer of Unilever plc and Unilever NV during 2010 Prior to
Jjoining Unilever in 1986, Steve spent 11 years at Impenal Chemical Industres PLC 1n the legal
and company secretar:al depariments From 1995 until 2004 he was a non-executive director
of Bunzl plc From 2004 until 2010 he was Senior [ndependent Director of Attiva plc Since 2008
he has been a non-executive director of Whitbread PLC and he 15 also the Senior Independent
Director Steve 1s Chairman of the De La Warr Pavilion Chantable Trust and Chairman of Arts &
Business Limited

" Member of Audit Remuneiation and Nominguon commitiees
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Al the dale of this report, the Company 1s subject 1o the Combined Code on Corporate Governance pubbished in june 2008 by the
Financial Reporting Council (“FRC”Y winck 1s publicly available at www frc org uk (the “Code”) The Board 1s commulted to high
standards of corporate governance and to complying with the provisions of the Code where practicable This report, 1ogether
with the directors’ remuneration report, set out on pages 28 to 39, describes how the relevant principles of governance set oul
in the Code are applied to the Company i May 2010, the FRC published a new code, the UK Corperate Governance Code (the
“Governance Code”y which wili replace the Cade for financial years beginming on or after 29 June 2610 The Company has alieady
adopted principles from the Governance Code and will modify its practices where appropriate

Compliance
The information contained in this report demonstrates that the Company has complied fully with the provisions set out n Seclion 1
of the Code throughout 2010

The Board

The Board has ultimate responsibility for the overall leadershup of the Company and 1n: this role 1t assists in the development of a
clear strategy {or the Group, monitors operatignal and financial performance aganst agreed goals and objectives and ensures that
appropriate controls and syslems are in place to manage nsk 1 has a formal schedule of matters specifically reserved Lo 1t and

this 15 posted on the Company’s website (www croda com) The Board comprises the Chairman, the Group Chief Execulive, the
Group Finance Direcior, the President of Croda Europe and four independent non executive dicectors, who have a range of business,
financial and international skills and expenience This provides an appropriate balance within the Board Biographical notes appear
on pages 21 and 22 The Charman and the Group Chief Executive have wriiten accountabilities that have been approved by the
Board

The Chairman and non-executive directors meet together without the executive directors present on an ad hoc basis and the
non-execulive directors meet at least annually in the absence of the Chairman n order to appraise his performance In addition to
formal Board meetings, the Chairman and Lhe Greup Chief Executive meet on a reqular basis

All members of the Board have {ull access Lo the advice and services of the Company Secrelary Where necessary the directors may
take independent prafessional advice at the Company's expense Directors are granted an indemnity from the Company 1n respect
of liabihtses incurred as a resuli of their positions to the extent permitted by law In addition the Company maintained directors” and
officers” iability insurance cover throughoul the year

Training and briefings are available (o all directars on appointment and subsequently, as appropriale, laking inlo account thei
existing experience, qualiiications and skills In erder to build and increase the non executive directors” familianty with, and
understanding of, the Group’s people and businesses and the markets in which It operates, presentalions from senior managers are
made at Board meetings on a reqular basis The Board also usually holds at least one Board meeting a year at a (roda operating
site This year the Board held one meeting at Leek in the UK and also one in France durning a visit to our manufactunng site at
Chocques and the headquarters of Sederma These wisits allow the nan-executives to tour the sites and observe the operations

at first hand, as well as providing the opportunity to meet the local management and employees and gain their insight into the
business Mon-executive directors also undertake site visits on an individual basis

Attendance at meetings

Detalls of the attendance by directors al meetings of the Board and the Board cemmuttees on which they are eligible to sit are set
oui below

Board Nermination Commttee  Remuneration Committee Auvdit Commltee
Ehigible Eligible Elgible Ehqible

to attend Attended to attend  Attended 1o atiend Attended  to attend  Attended
M C Flower 8 8 4 4 3 3 - 3t
M C Buzzacoll 8 8 4 4 3 3 3 3
S Musesengwa 8 7 4 3 3 3 3 3
P NN Turner 8 ] 4 4 3 3 3 3
S G Wilhams
{appoinied 1 July 2010) 4 4 1 1 1 1 2 2
M Humphrey 8 8 4 4 . 3t - 3t
m s Chrstie 8 8 - - - - - 3t
S E Foots
{appointed 1 July 2010) 4 4 - - - - - 21

1 Attended by invitation

In addition to the formal Board meetings, all the direclors attended a half day meeting o review the Group's stralegy They also
met with the Company’s iinancal and public relations advisers to discuss the feedback from investers and analysts on the Groups
2009 annual results




Re-electron of directors

The Company’s Articles of Association require the directors to offer themselves for re-election at least once every three years and
for newly appointed directars to offer themselves for election at the first Annual General Meeting {"AGM”} alter the date of their
appomntment Ordinanly this means that, at this year's AGM, Mike Buzzacott and Stanley Musesengwa would be standing for
re-electicn and Steve Williams and Steve Foots would be standing for election for the first ume following their appointments

on 1 July 2010 However, the 8oard has taken note of the new provision in the Governance Code requinng directors of FTSE 350
companies o be subject to annual election and so all the directors will be standing for election Following individual performance
assessments, the Board 15 satished that each director continues to perform effectively and demonstrates cormmitment to the role
Further details about the directors are given in the notice of the AGM which 1s 10 a separate document issued to shareholders with
the annual report

ueuwsonch ajerodiod

Conflicts of interest

he Board has an established process for declanng and monmitonng actual and potential conflicts The Articles of Assocation of the
Company allow the non-conflicted members of the Board to autherise a conflict or petential conflict situation No conflicts were
identified or authorsed dunng the year

Non-executive directors

Croda complies with the Code in having experienced non-executive directors who represent a source of strong independent
advice and Judgement At present there are five such directors, mcluding the Charrman and the senior independent director, Mike
Buzzacott, each of wharm has significant commercial expernience Therr understanding of the Group’s aperations is enhanced by
reqular business presentations and by site visits

The iIndependence of the non executive directors 1s kept under review The non executive Chasrman was independent on his
appointment in 2005 but, as Chairman, 1s not classified as independent In relation 1o the other non-executive directors, Nigel
Turner and Mike Buzzacott both serve as non-executive direclors of Genus Plc, a company which has no other connection with
Croda’s business, and Steve Willlams retains a consultancy role with Unilever pic, a customer of the Company The Board does

not consider that these roles would affect their judgement in retation to Croda and 1ts business and therefare, 1L 15 the Board's
opinion that all the non-executive directors who have served duning the year are independent in character and judgement with no
relationships or circumstances which are Iikely to affect, or could appear to affect, their judgernent

During 2010 no non-executive director or the Chairman had served on the Board for more than nine years from the date of therr
first election

Cetalls of the professional commitments of the Chairman and the non-executive directors are Included in therr biographies on pages
21 and 22 The Board 15 satishied that these do not interfere with the performance of therr respective duties to the Company

The terms and conditions of appontment of non-executive directors can be inspected during normal business hours at the
Company’s reqistered office by contacting the Company Secretary and are avallable at the AGM

Board committees
The Board has three main committees which are established by Board resolution and each has written lerms of reference which
can be found an the Company’s website (www croda com)

Report of the Audit Commuttee |
ke Buzzacott (Chairman)

Stanley Musesengwa |
Nigel Turner

Steve Williams

The Audit Committee, which consists of all the non-executive directors other than the Chairman, meets at least three times a year
te coinade with key dates in the Company’s financial reporting cycle The Board 1s satishied that each of the Commuittee members
has the recent and relevant finanaal and accounting expenience te enable them to tontnbute to the Commitiee’s work The Group
Chief Executive, the Group Finance Director, the President of Croda Europe, the Group Financial Controlier and the Group Risk and
Control Manager and representatives from the external and internal auditors attend meetings by invitation The Chairman of the
Audit Committee holds independent meelings with the Group Risk and Control Manager and also with the external auditors,
without the executives being present

The Commuttee’s remit 1s ta assist the Board 1o fulfi its responsibility for ensuring that the Group’s financial systems provide accurate
and up to date information on s financial position and that the Group’s published financial statements represent a true and fair
reflection of this pasitien As parl of 1ts normal responsibilities the Commuttee monitors the integnty of the financial statements

of the Company This includes reviewing significant financial reporting 1ssues and judgements contained in the statements and

the consistency of, and any changes to, accounting policies In addition 1t 1s responsible tor ronitoring the effectiveness of the
Company’s internal cenlrols and nsk management systems, including that of the Company’s internal audit function i the context

of the Company’s averall nsk management system It reviews and assesses the annual internal audit plan and all reports on the
Company from the internal audilars 1t also agrees the annual audit plan with the external auditors and reviews the findings of the
audit and the intermi review with the external auditors

@
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During the year the Committee members also

e receved reports and presentations concerning key specific nisks identified by the Risk Management Committee,

* monitored compliance with the Group nsk management programme,

» reviewed the Group's disaster recovery procedure 0 refation to 1T and a report on the audil of certain IT oulsouraing arrangements
by the internal auditors, and

e commissioned and oversaw a tender process for the role of internal auditors leading to the appoiniment of new internal audrtors

Audit independence

The Committee and the Board place great emphasis on the objectivity of the Group’s external auditors, PricewaterhouseCoopers
LLP ("PwC"), 1n their reporting to shareholders The Pw(C audil partner 1s present al all Audit Cornrittee meetings to ensure full
communication of matters refating to the audit

The overall parformance of the auditors 1s reviewed annually by the Audit Committee, taking into account the views of
management, and feedback 15 provided to senior members of PwC unrelated to the audit This actvity also forms part of PwC’s own
system of quality control

The scope of the forthcoming year's audit s discussed 1n advance by the Audit Committee Audit fees are reviewed by the
Commitlee and then referred to the Board for appraval The rotation of audit parlners’ responsibilities within PwC (s required by
therr profession’s elhical standards, 1s actively encouraged and has taken place

Assignments awarded to PwC have been, and are, subject to contrals by management that have been agreed by the Commitice
so that audit Independence ts not compromised The chairman of the Audit Commiltee 15 required to give prior approval of work
carned oul by PwC and its associales in excess of predetermined thresholds Part of this review 1s te determine that other potential
praviders of the services have been adequately considered

These controls provide the Committee with adequale confidence in the independence of PwC in therr reporting on the audit of the
Group

Report of the Nomination Committee
Martin Flower (Chairman)

Mike Bussacott

Mike Humphrey

Stanley Musesengwa

Nigel Turner

Steve Wilhiams

The Nomination Committee consists of the non-executive directors and the Group Chief Executive It meets on an ad hoc basis and
15 responsible for nominaling, for approval by the Board, candidales for appointment to the Beard and succession planning

As part of its remit to keep the structure and composition of the Board under review, the Commiliee nominated Steve Williams
and Steve Foots for appaintment by the Board in 2010 Steve Willlams was recommended as a potential Board member by
Spencer Stuart, an external search consultant, which mantains contact with the Company on an ad hoc basis Each member of the
Committee and the Group Finance Director met with Mr Williams prior to making the nomination and the Committee as a whole
considered that his expenence and skills would be a valuable complement Lo those present on the Board In the case of Sleve
Foots, he was put In charge of Croda Furope, which represents the major part of the Group’s business, following a reorganisation of
the Group's business in 2010 His nomination (o the Board recognised the high level of responsibility he carmes within the business
and his ability to contnibute o the wider understanding and leadership of the Group's operations Steve Faots has been with Crada
since 1990 and so 15 well known to the Committee members

The Committee continued (ts emphasis on the creation of a robust succession planning and development aragramme for senier
employees below Board and Group Executive/Finance Committee level As part of this it reviewed and endorsed new Group wide
leadership development programmes aimed at providing a censistent and {ong term approach to leadership development from
graduate to senior executive level

The Committee carried out its customary corporate governance review and was satisfied that the size, structure and composttion of
the Board and the required time comritment from non-executive directors remaned appropnate and that all the non-executive
directors continued to fulfil the critena of independence and were able to commit the required time for the proper performance of
therr duties

Remuneration Committee
Stanley Musesengwa (Chairman)
fike Buzzacelt

Martin Flower

Nigel Turner

Steve Williams

The Remuneration Committee, which consists of the non-executive directors, 1s responsible for advising on remuneration pelicy for
senior executives and for determining the remuneration packages of the executive directers and the Charman The Group Chief
Executive 1s normally invited to attend all its meetings

Further detalls of the Commuttee’s activities during the year can be found in the directors remuneration report set out on pages 28
1o 39 Aresolution wili be propused at the AGM o approve Lthe repart




Board and Committee evaluation

The annual self evaluation exercise was carmed out under the supervision of the Chairman {o arnve at an assessment of the
effectiveness of lhe Board, the Chairman and each of the commitiees The exerase employed a questionnaiie completed by
each Board member A summary of the results was then presented to the Board for discussion The Charman alse discussed the
comments separately with individual directors as part of therr own appraisals The senior independent direclor discussed the
Chairrman’s performance with the other non-executive direclors before feeding back comments to the Chairman Bearing in mind
the Governance Cade provision requinng extemal facilitation of the Board evaluations of FTSE 350 companies al least every three
years, the Commitiee intends to take some preliminary external advice during Lhe course of 2011 on matters such as desired
altrsbutes and skilis of directors, planning for Board siccession and evaluation lechniques

2ueuiaof ajelaodioy

Other Commuttees
The management of the business 1s delegated by the Board to the Group Chief Executive He utilises a senes of committees to assist
him in this task

Group Executive Commitlee

Mike Humphrey (Chairman} - Group Chief Executive

Sean Christie - Group Finan<e Director

David Barraclough  President - Asia Pacific

Miguel De Bellis - President - Latin America

Sleve Fools - President - Europe

Kevin Gallagher President - North Amenica

Keith Layden President - Actives & Enterprise Technology
Kevin Nulbrown  President - Glabal Operalions

Louise Scotl - Company Secretary & Legal Counsel

The Group Execulive Commuitee comprises the Group Cluef Executive, the Group Finance Director and the heads of regional business
and operational functions It meets quarterly and i1s responsible for the development and implementation of strategy, operational
plans, policies, procedures and budgets, the monitoring of operating and financial performance, the assessment and control of risk
and the priontisalion and allocation of resources

Finance Committee

Mike Humphrey (Chairman) - Group Chief Executive
Sean Christee - Group Finance Director

Graham Myers  Group Financial Controller/Treasurer
Kevin Nutbrown  President - Global Operations

The Finance Commuitlee meets monthly to review operating results, identify operational and risk 1ssues and exarmine capital
expenditure proposals

Risk Management Committee

Sean Christie {Chairman) - Group Finance Direclor

David Barraclough  President - Asta Pacific

Miguel De Bellis - President - Latin America

Steve Fools - President - Europe

Kevin Gallagher  President - North America

Keith Layden - President - Actives & Enterprise Technalogy
Graham Myers - Group Financial Controller /Treasurer
Kevin Nutbrown - President - Global Operations

Louise Scotl - Company Secrelary & Legal Counsel

The Risk Management Commuttee includes all members of the Group Executive Committee and the Finance Commutiee cther than
the Group Chief Executive its role 1s Lo evaluale, propose palicies and mon:tor processes to control the business, operational and
comphance nsks faced by the Group H normally meets four times a year

Group SHE Steening Commuttee

The Group also operates a Safely, Heallh and Environment ("SHE™} Steening Cornmuttee which 1s chaired by Kevin Nutbrown,
President - Global Operations, and comprises the heads of regional businesses, operaticnal functions and the VP Group SHE It
meets quarterly and monitars progress against the Group SHE objectives and targets, reviews safety performance and determines
the requirement for new or revised SHE policies, procedures and chjectives

Routine Business Commuttee

The Routine Business Comrmitiee comprises the Group Chief Executive and the Group Finance Director with the Company Secretary
and Group Financial Controller acung as alternates The Commiltee may make decisions with one executive director and the
alternate for the other executive ditector being presem 1t allemds 1o business of a routine nature and to the adrmnistration of
maltars, the principles of which have been agreed previgusty by the Board or the Group Exacutive Committee
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Investor relations

The Company recognises the importance of communicating with 1ts shareholders The Group Chief Executive and the Group Finance
Director maintain regular contact with major shareholders and ensure that their views are communicated to the Board as a whole
through the reporting of feedback from sharehclder meetings and the provision of brokers’ reports The Board invites the Company’s
brokers and financal public relations advisers to attend at least one meeting each year at which the economic and 1nvestment
environment, Croda’s performance, both generally and 1n companson with its sector peers, and Investar reaction are discussed

The senior iIndependent director and other non-execulive directors are available 1o attend meetings with major shareholders if
requested, however, no such meelings were requested durning the year

The AGM provides an opportunity for private shareholders to raise questions with the members of the Board The direclors are also
avallable o answer questions afler the meeling In a more informal setting The annual report, Including nolice of AGM, 1s sent to
shareholders at least twenty working days before the meeting There s a separate investor relations section on the Company’s
website (www croda com) which includes, amongst other items, presentations made to analysts

Internal controf

The Code prinaiple € 2 1 on internal control reguires the directors to conduct, at least annually, a review of the effectiveness cf the
Group’s system of internal control, including financial, operaticnal, compliance and risk management controls, and repart to the
sharehoiders that they have done so in accordance with the Turnbull guidance {2005) and in order to discharge this responsitility,
the directors have utihsed an orgamisationai structure with clear eperating procedures, fines of responsibility, and delegated
authority

In particular there are clear procedures and defined authorities to act for

o capital investment, with detalled appraisal, authorisation and post-investment review processes,

« financial reperting and the preparation of consalidated accounts, within a comprehensive financial planning and accounting
framework This framework 1s enshrined in the Group's “Cowick Ordinance” policy document which sets out the core business
processes and accounting principles to be employed at all Group companies Compliance with the Ordinance 1s ensured by regular
internal reviews supplemented by focused auditor effort, and

» comprehensive monitoring and quantification of business risks, under the direction of the Risk Management Commuttee The
Group ce-ordinates 1ts approach to nsk management glebally through 1ts Risk Management Committee This Committee 1s chaired
by the Group Finance Director and comprises the heads of each business unit, the Group Financial Controller and the Company
Secretary Each operating site and function within the Group cormpiles its owin nsk register, lughlighting the key nisks it faces
along with the mitigating contrals 1n place to offset the nsk These reqisters are reviewed and consolidated te ensure there 1s a
comprehensive view of the matenial nsks facing the Group along with the controls 1n place to mitigate these risks

The Board acknowledges its responsibility for the Group's systern of internal control and for reviewing its effectiveness, and has
reviewed Its operational effectiveness throughout the financial year and up ta the date of approval of the annual repost using a
process which involved

= wiitten confirmatiens froem relevant sentor executives and divisional directors concerning the operation of those elements of the
system for which they are responsible,

o internal audit work carried oul by Deloitte & Touche LLP who report to the Audit Committee, and
» reports from the external auditors

Such a system 1s designed to mitigate rather than eliminate the nisk of failure to achieve business objectives and provides
reasonable but not absolute assurance against matenal misstatement or loss The Board also, where appropriate, ensured that
necessary actions have been or are being taken to remady significant failings or weaknesses identified from the review of
effectiveness of internal controls

Going concern

The Group's aclivities, together with the factars likely to affect its future development, performance and posilion are set outin the
Chiel Execulive’s review and the financial pesition of the Company, 1ts cashflows and Lquidity are described in the Financial review

The financiaf statements, which appear on pages 45 to 94, have been prepared on a going concern basis as, after making
apprapnate enquinies, tncluding a review of forecasts, strategic plans and banking facilities, the directors have a reasonable
expectation that the Company and the Group have adequate resources 1o continue in operational existence for the foreseeable
future



Remuneration report

Dear Shareholder,

As described in the Business review, 2010 was an outslanding year for Croda, particulacly in hght of the continuing tough global
economic condiions

The results demonstrate the ability of our business to deliver growth in difficult market conditions and, in particular, the effective
leadership of our highly regarded management team

The Remuneralion Carnrmitlee (the “Cormittee”) consider the rermuneration paid to our managerment team 1o fairly reflect thew
performance duning the year The annual bonus paid oul wn full {arising frormn the 2010 income, as calculated for the purpose of the
bonus scheme, significantly exceeding the maximum largeted income} and the 2008 LTIP and BCIP awards’ performance targets
were also met in full which reflected a growth in earnings per share of 155% over the three year periad ended 31 December 2010
and a lotal shareholder return created of ever 170% (wlich resulled in Croda being amongst the top five performing FTSE 250
companies over the three year performance period)

As we look 1o the fulure, we are making a number of amendments 10 our remuneration policy for 2011 with a view Lo ensuring
that the Commuttee 15 satished that it has a rernuneration policy in place that enables recruitment, retention and motivation of the
quality of execulive Lalent required te continue to successfully deliver sustainable growth in our bustness and further create returns
for our shareholders

In summary, ter 2011, changes to our remuneration policy afe to include

& adjustments to base salary levels o reflect appropriate comparative benchmarks, the strong performance of our management
team and the prometion of the Prestdent of Croda Eusope lo the Board,

Bonus Co-Investment Plan (“BCIP”) matching awards are 1o lake place based on the gross equivalent investment in Creda shares
as opposed to the net investment which 1s reflective of wider markel practice (this change does net require an increase n the
BCIP plan himit), and

seeking shareholder approval at the AGM to Increase the normal Long Term Incentive Plan (“LTIF™) limit to 200% cf salary (from
100% of salary} to provide flextbely from 2012 to grant awards at above 100% of salary if this 1s constdered appropriate
Awards n 2011 will continue to ba restricted 1o 100% of salary The Committee has agreed to inforr major shareholders in
advance of the quantum and targets that will apply o future years’ LTIP awards should it be considered approprate (o grant at
above 100% of salary

In ine with mvesters’ best praciice cxpectations, the above proposals were the subject of a pre-consultation with our major
shareholders and shareholder representaiive bodies, of whom the overwhelming majority were suppoitive

The Committee believes that the revised palicy will provide 1t with sufficient flexibility to meet its objective of retaiming and
motivating the Comipany’s management team {n addition, given thal a substantial proparticn of the total package 1s weighted
towards fong-term performance and the deferral requirement that forms part of the annual bonus arrangements, the Committee 15
comfortable that the current arrangements do not inadvertently encaurage undue nsk taking

As a result, the Commuttee looks forward to your support of our remuneration policy al the 2011 AGM

5 Musesengwa
Chairman of the Remuneration Cammittee

Jodal yonelaunway

(9)
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The direciors present therr remuneration report which cavers the remuneratian of both executive and non-executive directors and
certain semior executives This report sets out the palicy {or the financial year just ended, for the forthcoming year and, subjeci to
ongoing review, for subsequent years The repart has been approved by the Board and signed on its behall by the Chairman of the
Remuneration Committee The first section of the report contains unaudited information and the second section audited information
The report will be subject to approval by sharehalders al the Annual General Meeting in Apal 2011

Section 1 Unaudited information

The role of the Remuneration Commitiee

The Commultee reviews and approves Lhe annual salaries, bonus arrangements, service agreements and other employment
conditions of the executive directors and certain members of the semor execulive management team designated by the 8oard In
so doing 1t takes due account of pay and conditions in the Group as a whele and receives information on pay propesals for other
employees throughout the Group 1t also approves the design of, and determines targets for, any performance related/bonus pay
schemes operated by the Group, approves the total annual payments made under such schemes, reviews the design of ali share
incentive plans for approval by the Beard and shareholders and approves the award of long-term incentives The Committee has
delegaied respansibility for setting the remuneration of the Chairman The full terms of reference of the Commuttee are published
on the Company’s websile (www croda com)

Membership and operation

The Commutiee comprises all non-executive directors including the Chairman and 1s chaired by Stanley Musesengwa The Group
Chief Executive 15 usually 1nvited to attend all meetings bui nerther he noe the Chairman attends when thewr individual remuneration
15 being discussed The Commitlee met three imes during the year Other directors and employees of the Company who attended
some, or all, of the meelings dunng the year and provided advice and services o the Commiltee were Samantha Brook (VP Human
Resources), Graham Myers (Group Financial Coniraller/Treasuser) and Lowse Scoll (Company Secretary & Legal Counsel) All have
the appropnate qualifications and expernence to advise the Committee on aspects of the Group’s policies and practices

Hewilt New Bridge Slreet {HNBS) have been appointed by the Committee to provide independent advice on remuneration policy
and practice Duning the year, HNBS attended one meating of the Commuttee in connection with the remuneralion review, details of
which appear later in this report

Policy on directors’ and senior executives’ remuneration
The key objectives of Croda’s execulive remuneration policy are

e (o ensure that individual rewards and (ncentives are comparable with those prowidad by similar companies having regard to the
Group’s turnoves, business sector and market worth and the need for skills lo manage internationat businesses,

& {0 enable the Group lo allract and retain tugh calbre people,

e 1o give full consideratian to the relevant principles en direclors’ remuneration set out 1n the 2010 UK Corporate Governance Code,
and

e (o ensure a balance belween fixed and performance related remuneration, the latter being related Lo abjective measurement of
the financial performance of the Company

The Commitlee beheves that the interests of shareholders and directors are mere closely aligned by the operation of short-lerm
incentives which encourage the acluevement of stretching prolit targets and under which rewards may be delivered in the form of
cash and shares, combined wilh share-based long-term incentives that reward performance against three year earnings per share
and relative total shareholder return targets tn designing an approprale incentive structure for the executive directors and semor
executive managemeni leam, the Committee endeaveurs o set challenging performance critena that are aligned with the Group’s
stralegy for the business and the enhancement of shareholder value In line with the Associatian of Batish Insurers’ Guidelines on
Respansible Investment Disclosure, the Committee ensures that the incentive structure for executive directors and semior executive
management will not raise environmental, sacial or governance (ESG) risks by inadvertently motivating iresponsible behaviour
Mare generally, with regard to the everall remuneration siructure, there 1s no resinction on the Comeutiee which prevents i irom
taking into account corporate governance on ESG matters and 1t 1akes due account of issues of general operational nsk when
structuring (ncentives

The Commuttee takes due account of remuneration structures elsewhere i the Group when setting pay far the execulive directors
{for example, consideration 15 grven Lo the overall salary increase budget and the incentive stuctures that operate across the
Group}




Balance between fixed and vanable pay

As described previously, a substantial proporlion of the cxecutive directors’ pay (s performance relaled The charts below illustrate
the balance between fixed and performance related pay al target and maximum periormance levels based on the remuneration
policy that 1s to operate n the current financial vear {the {full policy 1s described in delail below}

Fixed and Vaniable Pay Average Executive Director at Target and Maximum Performance Levels

Assumptions

Target annual bonus award of 50% of salary
plus threshold vesting under the LTIP and
BCIP (the BCIP assumes 50% of targel bonus
invested in the plan}

Maximum

Maximum maximum bonus award plus
full vesting under LTIP and BCIP {the BCIP
assumes a maximum bonus award which s
invested in the BCIP in full)

Target

' ' ' ' : ! § lud have b
0% 20% 40% 0% 200 0%  Benefits (including pension) have been

excluded from the analysis for simplicily

B sasesalary W Annwal bonus  [J LTIP & BCIP

As can be seen frem the charts, a substantial proportion of the tolal package 15 weighted 1owards long-term periormance through
the Long Ferm Incentive Plan (“LTIP") and Bonus Co-tnvestment Plan (“BCP™Y long term incentive arrangements (n addition, there
15 a deferral requirement that farms part of the annual bonus arrangements (which requires bonus awards In excess of 50% of
salary 1o be deferred inle Crada shares for a period of three years) Afler taking due account of these factors, allied to the ngerous
pracess thal 1s undertaken in selking incentive plan targets and deiermining payouis (including regular haison between the Audit
and Remuneration Commitlees as approprate) the Comrmittee 1s comfortable that the current arrangementis do not inadvertently
encourage undue nisk taking In testing the LTI® and BCIP performance targets, independent third parly adwisors provide information
in respect of the extent to which targets are met, with audiled results used Lo delermine vesting in respect of EPS targels

The Commitlee reviews the remuneratton of the executive diectors on an annual basis and, as has been the practice n each

of the last two years, in 2010 1t commissioned HNBS Lo provide up 1o date benchmark data to assist 1n this process The 2009
remuneration review had identified that the remuneration of the executive directors was beginning to fall behind comparable
markel practice and so this needed to be re-exarmuned In the light of the Company’s strong financial performance Accordingly, the
fremuneralion packages were benchmarked, as had been done previously, against a group of mternational general manufacturing
companies, similar in terms of size (including six month average market capitalisaton and turnaver) and scope of international
operalions, and a separate group of pan sector companies with comparable markel capitalisations and international scope to those
of Groda In general, total remuneration was found to be below market median levels and so Increases in base salary have been
mtroduced from 1 January 2011 to redress this pasition In arfving at its decisions on these increases the Commultee took account
of the salary increases for 2011 proposed for emplayees throughout the Group and the outstanding performance of the indvidual
executive directors delivered during 201C In addition, the revised salary of the President of Croda Europe took into account his
promotion to the main Board in July 2010 1t 15 also proposed o increase the level of awards made under the iTIP to the Group
Finance Director and the President of Croda Europe subject io the present maximum of 100% of salary

No amendments will be made n 2011 to the performance measures, or the range of targets, for the long-term incentive schemes
as the Commultee considered them to remain suitably challenging The Commitlee recogmised Lhat the base year from which
future performance will be measured 15 at a higher paint than in previous years and so the targets will be very demanding in

the opinion of the Commuttee However, the award structure under the BCIP 1s Lo be aligned with markel practice so that awards
made (¢ executive directors and members of the Group Executive and Finance Commitlees will In {uture be made on & gross of
tax rather than a net of tax basis (this change does not result in an increase in quanium beyond the hmits previously approved by
sharehalders at the time of the BC®'s introduction i 2005) In addition, the opportunity 15 being taken to put forward a resolution
at this year’s AGM 1o Increase the maximum award levels under the LTIP from 100% of salary to 200% of salary There s no current
intention 1o increase actual award levels in 2011 beyond 100% of salary, out flexibiiity 1s required from 2012 to grant at higher
levels, particudarly given the fact that the Company competes for talent in the international maiket, where long-term incentive
awards are often higher than in the UK

Major investors and the main shareholder proteciion bodies were informed of these changes and proposals early in 2011 with the
overwhelming magonty supportive of the revised policy In response to lhe feedback received, ihe Committee resolved lo notlfy
major investors and +he main shareholder pratection badies in advance, in relatior to both quantum and targets {or LTIP awards, if
awards aie o be gianted above 100% of salary 0 2C172

podal uonelaunNway
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Components of executive directers’ remuneration

Basic salary

The salaries are paid monthly 1n cash and are reviewed annually with effect from 1 January Following the remuneration review
described previously, and having taken account of another year of outslanding performance by the Company and Lhe execulives and
the results of the HNES benchmarking exercise, the Committee has increased the annual base salanes of executive directors with
effect from 1 January 2011 In setung the revised salary of the President of Croda Europe, the Commuttee recogmised fis promotion
t0 the main Board m July 2010 Current salary levels are set out below

Executive director Basic salary at Basic salary at % increase
31 December 2010 1 January 2011

M Humphrey £560,000 £577,000 30

M S Chnstie £309,500 £340,000 99

S E Foots £260,000 £300,000 154

Performance-related annual bonus

The Company operates bonus schemes for 1ts directors and senior executives Bonus payments are not pensionable The 2010
bonuses {or executive directors were calculated by reference to the amount by which the income for the year, which 1s defined as
the Group EBITDA for conlinuing operatiens before exceptional items and any charges or credits under IFRS2 “Share based payments’
less @ nolional interest charge on working capilal employed duning the year (the "2010 Income™), exceeded the income for 2009
calculated on the same basis (the "base income”) Bonuses for 2010 are payable on a graduated scale once the 2010 Income
exceeds the base income by inflation (defined as the consumer prices index (CPI)), with maximum bonuses due at CPLplus 171 35%
Income 1s measured after providing for the cost of any bonuses The target range set for 2071 1s considered at least as challenging
to that set in prior years qgiven the high base income thal was delivered in 2010 and continuing uncertain econcmic conditions

The maximum bonuses in 2011 have been set as due at CPI plus 10% The Commutlee has the discretion to lake safety, health and
environmental performance into consideration in determining the averall level of ndividual bonus payments and can reduce the
bonus award If 1t considers it appropnate to do so

The maximum armount of bonus payable to the executive directors s 160% of salary with the nel element of any bonus in excess
of 50% of salary being compulsonly invested in the BCIP Bonuses earncd by each director in respect of 2010 are included in the
table of directors’ rernuneration on page 35 and represent 100% of basic salary, based on achievement in excess of ihe maximum
bonus targets set al the start of the year The Committee was satisfied that a maxmum bonus award should be payable i respect
of the 2010 financial year in view of actual perfermance significantly exceeding the maximum target and following a review of the
safety, health and environmental performance of the Group The maximum bonus opportunities have been set at these same levels
for 2011 The performance targets will require out-performance of the 2010 Income beiore bonuses become eligible for payment
The Committee remains comfortable that the structiure of the annual bonus does not encourage the pursuil of strategies that may
invelve inappropriate nsk-taking and that the mandatory reinvestment of net bonuses i excess of 50% of salary into shares in any
year 15 considered 1o strengthen further alignment with shareholders and foster a longer-term link between annual performance
and reward

Long-lerm incentives

Long-term incentives are provided to executive directors through two long-term mcentive plans, the BOP and the LTIR which
were both adopted in 2005 These replaced the Senior Executive Share Option Schemnes 1t 15 the Commuttee's policy, subject to
unforeseen arcumstances, that these will compnise the scle long-term elements of the total remuneration package of executive
directors for the foreseeable fulure 1015 also the Committee’s policy 1o continue exercising its nght to deade the number of LTIP
awards to be granted 1o each executive director subject to plan imits

Bar

The BCIP operates in conjunction with the annual bonus schemes and allows participants o invest a proportion of their net annual
cash bonus 1n Company shares Participants have o agree to hold the invested shares for three years in return far which they
receive a condilional award entithng them 1o additional shares subject Lo the achievement of the BCIPs performance condition

The maximum number of shares over which an award can be granted to an employee 1n a single year 1s hmited to shares having

a market value not exceeding 100% of the employee’s salary The levels of awards differ between parucipants Prior to 2011
executive directors and members of the Group Executive and Finance Committees received ane matching share for each share
invested whilst other participants received two matching shares As described in the paragraph headed “Balance between fixed
and vanable pay” on the previous page, executive directors and members of the Group Execulive and Finance Committecs will now
receive matching shares based on the pre tax equivalent number of shares nvesled in the 8CIP by participants from their net of tax
annual bonus proceeds 1t s compulsory for members of this group, whose gross bonus could exceed 50% of their annual salary, Lo
mvest the excess over 50%, net of tax, in shares unless they are within three years of anticipated retirement date




The awards are subject to a performance condition adopted in 2007 which 15 structured 1o require the achievernent of a challenging
shding scale of adjusted earnings per share growth (“EPS’) targets n excess of retall price inflation ¢ RPI")

Ad)justed EPS growth over the three year period Proportion of award vesting
Less than RPI + 12% No vesting

RPI+ 12% 30%

RPI+ 24% 100%

Straight-line vesting occurs between these ponts

If the performance target 15 mel the shares will be translerred {0 the employee If the employee does not retain their mvested
shares unlif the release date their award lapses 1t1s intended that the same performance targel will be applied to any BCP awards
made 1n 2011

tnp

Participation 0 the LTIP s Imited to executive directors and senior executives Annual awards of shares are made based on varying
percentages of salary with the maximum entitterent being shares having a market value of 100% of the employee’s salary

As described 1n the paragraph headed "Balance between fixed and variable pay” earlier 1n this report, the Company 1s seeking
shareholder approval at 1ts AGM to increase the maximumn entitlement to 206% of salary (although, as noted earlier, it 1s not
intended that awards will be granied above 100% of salary In 2011) Awards are subject to performance conditions measured over
a pericd of not less than three years

The awards are subject te a perfoermance condition which 1s split into two separate parts, each wath a separate performance
condition Half of any LTIP award will vest based on a condition measuring the Company’s relative total shareholder return (TSR)
against the constituents of the FTSE 250 Index (excluding investment trusts) There are a imiled number of direct competitors to
Croda and the Committee was mindful of the dangers inherent in operating a relative TSR-based performance condition with a
comparator group comprised of only a small number of cornpamies The FTSE 250 (excluding investment trusts) was, therefore,
considered an appropnale comparalor group by the Committee Vesting will take place on the following sliding scale

Rank of the Company’s TSR against the FTSE 250 {excluding Investrnent Trusts) Vesting % (TSR part)
Below median 0%

Median 30%

Upper quartile 100%

Between median and upper quartle 30% - 100% pro rata

The remaining half of the awards vest based on the same EPS growth condition that 15 set for the BLIP with vesting thus taking
place on the following shiding scale

Adjusted EPS growth over the three year period Vesting % (EPS part)
Less than RPI + 12% No vesting

RPI + 12% 30%

RPI + 24% 100%

Straight-line vesting occurs between these paints

If the perfarmance target 1s met, the shares will be transferred to the employee Awards made in 2011 will remain in fine with
awards made 1n 2010 for executive directors in terms of the performance targets As described previcusly, the quantum of awards
(expressed as a multiple of salary) for the Group Finance Director and the President of Croda Europe are being increased to 1000%
and 87 5% of salary respectively for the awards to be granted in 2011 The Commutlee believes that this is necessary in order o
create competitive remuneration packages which will incentivise these two executives and bring their remunaration more into
line with comparable market practice The Chief Executive will continue o receve an award at 100% of salary in 2011 which 1s
censistent with the pelicy operated in prior years

The gains ansing from LTIP and BCIP awards vesting n 2010 are set out on page 39 with the awards vesting in fuli due to the
performance targets applying to the awards granted in 2007 being achieved in [ull

Senior Executive Share Option Schemes

Following the adoption of the BCIP and the LTIP. the operation of the Semor Executive Share Option Schernes has been discontinued
except in relation o oplions already granted The only oplions now outstanding were granted 1n 2002 and 2003 The optians were
granted subject to performance conditions which requited basic £PS betore exceplional items to grow at RP plus 7% per annum
over the perlarmance perod for 100% of the options granted to be exerusable The perlormance condiions have been sabisfied in
fult Mike Hurmphiey s the only director who holds Whese options and details of Tis opfions are shownin the able on page 37

Itis the (rmpany s conent intenuon 1o sbsfy 3 vards under the BCIP and the LTIP ard the exerqise of sharc oplions prinanity hom
shares beld in the Emplovee Share Ov icrsntp Tiust treasury chaies and shares puichased i the markel and not by (he 1ssuc of
new sharzs Delans of shares Leld Tor the purpose ale given 1 nole 25 an page 81

Hodas uanelaunway
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Pension and other benefits

Croda has a number of different pension plans in the countries in which 1t operaies Pension entitlements for Croda's executives are
talored to local market practice, the length of service and age of the participants The principal penston plans in the UK are defined
benefit schemes which provide a pension based on a proporiion of hinal salary The Company 1s flexible in the manner i which
pension provision 1s made for executive directors with the aim of balancing the needs of the direclor against the liability of the
Company Hence, it makes contributions either by direct contnbuion to the Croda defined benefit pension scheme or by way of a
cash supplement in heu of pension benefits to enable the funding of personal pension arrangements

Other customary benefits such as company cars or car allowances, health benefils, the UK SAYE Scheme and the Croda Share
Incentive Plan {which are available to all eligible UK employees), are made available (o execuiive directors Benehts in kind are not
pensionable The Commitiee reviews the individual companents and the balance of these components from time to time

Components of senior executives’ remuneration

The Group Executive Committee and the Group Finance Committee are made up from seven senior executives in addition to the
three executive directors The reward structure for these senior executives 1s broadly similar to that of the execulive direclors
although there are some differences in LTIP participalion

Service contracts and external appomtiments

Policy

The Committee’s paolicy on executive directors’ service contracts 1s for them to contain a maximum notice period of one year In
respect of termination, the Commuttee’s policy 15 Lo deal with each case on its merts, 1 accordance with the law and any further
policy adepted by the Committee at the time In the gvent of early termination, other than for cause, the relevant direclor’s then
current salary and contractual benefits would be laken into acccunt in calculating any hability of the Company For clanfication,
the Company’s pelicy 15 that no entitlement 1o unearned benus will be taken into account when determining payments on early
termination

The pnncipal contractual benelits provided in addition to salary are the provision of a car or car allowance, pension, medical
insurance and life assurance Annual bonuses and long-term incentives are non-contractual and are dealt wath 1n accordance with
the rules of the relevant schemes

Speaific contracts

Mike Humphrey entered into @ new service contracl on 21 Decernber 2005 which s terminable by the Company on one year's
notice and by Mike Humphrey on six months’ notice The Company may also lerminate the contract at any time with immediate
effect and Mike Humphrey would be entitled to recelve compensation equivalent to twelve months” salary plus the value of his
pension benefits (valued at 20% of basic salary), bonus entitlement (50% based on the assumption that performance targels are
deemed to have been aclieved) and the value of olher benelits, payable in equal monthly instalments for lwelve months or, 1If
less, the remaining period of any notice pericd not yet completed Such payments would discontinue of reduce 1o the extent that
he obtained alternative employment {1e any such payments would be phased and subject to mitigatton to the extent that any
aliernative emplayment was commenced)

As explained in last year's report, the Committee has engaged with 1ts major institutional nvestors {and shareholder protection
bodies) on the 1ssue of the Chief Executive’s legacy contract but has not fell 1L appropnate o seek to renegotiate the terms of this
contract at a ime when the Chief Executive has presided over a sustained period of very strong performance, over a malter which
15 a legacy 1ssue

Sean Chnistie and Steve Fools have service contracls daled 15 Decernber 2006 and 16 Seplember 2010 respectively with
substantially the same terms as those of Mike Humphrey's conlract except that there is no entitlernent e bonus on termination by
the Company wiih tmmediaie effect

External appointments

Executive directors are permitted to accept external non-executive appaintments with the prior approval of the Board [t 1s normal
practice for executive directors to retain fees provided for non-executive appoiniments Sean Chnstie was a non executive director
of Cherry valley Farms Limited until its sale in Apnil 2010 Duning the year he received total payments of £1,566,250 consisting of
fees and a bonus connected with completion of the sale

Apart from service agreements and share schemes, no directar has had any matenal mterest i any contract with the Company or
its subsidianies requiring disclosure under the Companies Act 2006

Policy on non-executive directors’ remuneration

The Board 15 respensible for determining the palicy on, and level of, the rermuneration of non-executive directars The aim Is to
attract non-executive directors who through their expenience can further the interests of the Company through their stewardship
and contnbution o strategic development The Board's policy s io provide cash fees at a level commensurate with companies of
Croda’s size, set fees to reflect the anucipated ume commitment of fulfiling the relevant non-executive’s duties, not 1o grant share
oplions lo non-executive directors, and te encourage non-executive directors to establish a holding of Croda shares




Components of non-executive directors’ remuneration

Non-execulives’ pay comprises cash fees, paid monthly All non-executive direclors are retmbursed for travel and related business
expenses reasonably incurred i perforrming therr duties Non-executive directors” fees are determined on the basis of current fee
levels in similar businesses and are reviewed by the Board ai least every two years

The Chairman’s fees are determined by the Remuneration Commillee and since 1 January 2009 these have been £153,000 The

{ees of the remaining non-executive directors are determined by the Chairman and the executive directors Since 1 January 2009
the basic annuat fee for a non-executive director has been £41,000, with an additiontal £6,000 for channg a committee and the

Senior Independent Director receiving an additicnal £3,000

Terms of appomtment
The Chairman and non-executive directors have leiters of appontment for an initial fixed term of three years subject io earlier
termination by either party on writlen notice In each case this term can be extended by mutual agreement They have no

entitlement t& contractual termination payments The dales of theu imilial appaintments and current term expiry dales are set out
below

onginal appointment date Expiry date of current term
M C Flower 16 May 2005 28 September 2011
M C Buzzacotl 2 August 2004 1 August 2011
5 Musesengwa 7 May 2007 6 May 2013
P N N Turner 1 June 2609 31 May 2012
S G Williams 1 July 2010 30 June 2013

Directors’ interests

The beneficial interesis at 31 December 2010 of the directors of the Company and their connecled persons in the shares of the
Company are shown below Furiher information regarding employee share oplion schemes 15 given in note 23 to the financial
staternents on pages 77 to 80 of the annual report

At 31 December 2010 At 1 January 2010
BCIPt sirH 8CIPT SIPH
Ordinary  Ordinary  Executive SAYE ordinary Ordinary  Ordinary  Executive SAYE ordinary
shares  shares  optrons oplions  shares Lmip shares  shares  options options  shares LTt
M Humphrey 298162 141046 150000 14N 5050 281,846 262075 110,620 150,000 2,681 4,776 290,487
M S Christie 39,140 140,510 - 1702 1,614 115,909 - 120,014 - 1702 1340 115703
S E Fools 37,332 50918 - 340 5050 50,880 29810 39026 - 1,710 4,776 51,288
{appointed
1 July 2010)
M C Flower 22925 - - - - - 22,925 - - - - -
M C Buzzacoll 10,000 - - - - - 10,000 - - - - -
S Musesengwa 15,000 - - - - - 15000 - - - - -
PN N Turner 15 000 - - - - - 15000 - - - - -
S G willams 10,000 - - - - - - - - - - -
{appointed
1 July 2010)

Mike Humphrey has an interest in 100 7 5% preference shares but no other director had any interest In the 5 $%, 6 6% of 7 5%
preference shares of the Company

T The BOP shares comprise 166,237 shares invested by the direciors {2009 134 830) and 166 237 shares which are the subject of conditional awards
(2009 134,830)

i1 The SIP shares comprise S 857 Partnerstup shares (2009 5,446) and 5 857 Matching shares {2009 5 446)
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Share ownership policy

The Company has adopted share awnership quidelines which apply to all executive directors and members of the Group Execulive
Commutlee and the Finance Committee Execulives are required to build up a target shareholding of shares with a market value
equivalent to 100% of salary from time to ume through a combinaticn of share purchases and the retention of incentive shares On
the exercise of SAYE and execulive share options or the vesting of LTIP and/or BUP awards, executives are required Lo relain shares
from the shares awarded representing 50% of the net of tax gain until the targel 15 met or exceeded The target 1s expected to be
reached within five years All the executive directors have holdings well in excess of the (arget shareholdings

Total shareholder return Croda International vs FISE 250
The graph below looks at the value by the end of 2010 of £100 invested in Croda on 31 December 2005 compared with £100

invested in the FTSE 250 Index
400
350
300
250
200
150 —

100 -

Total Shareholder Return (Rebased)

50

0 T T T T 1
3141272005 3111212006 3141212007 3141212008 31711272009 31272010

= Croda International —— FTSE250

In the opinien of the directors the FTSE 250 s the most appropriate index against which the total sharehalder return of the Company
should be measured, as 1t I1s an Index of similar sized companies 1o Crada International Plc

Section 2 Audited information
Directors’ remuneration

Pension
Basic salary  supplement Bonus Benefits Fees 2010 Total 2009 Total
£ £ £ £ £ £ £
M Humphreyt 560,000 112,000 560,000 30,400 - 1,262,400 1,231,203
M S Christie 309,500 - 309,500 16,341 - 635,341 624,033
S E Footstt
(appointed 1 July 2010) 235,000 - 235,000 15,640 - 485,640 413,561
M C Flower - - - - 153,504 153,504 153,504
M C Buzzacott - - - - 50,000 50,000 49,000
5 Musesengwa - - - - 47,000 47,000 45,000
P N N Turner - - - - 41,000 41,000 23,919
5 G wWilliams
(appointed 1 July 2010) - - - - 20,500 20,500
1,104,500 112,000 1,104,500 62,381 312,004 2,695,385 2,540,220
Notes

1 T Highest paid director

2 7T Although only appointed to the Board on 1 July 2010 Mr Foots was an existing employee and so tis remuneradon for the whale of 2003 and 201015
shown

3 Benelils incorporsle dll asscssable tax benefits ansing fror emplayment by the Company and relate i the main to the provision of 4 Company car or car
allowance, fuel allowances and private medical insurance

4 The bonuses shown relate to the year ended 31 December 2010




Pension rights

Prior to 6 April 2006, Mike Humphrey accrued pension benefits under the Croda International Supplementat Scheme (“CISS" ) The
(155 was merged with the Croda Group Pension Scheme on 30 September 2010 1o form the Crada Pension Scheme ("CPS") Mike
Humphrey will be entitled at age 60 to 3 pension equal to bis accrued pension at 5 April 2006 (accrued at a rate of two-thirds of his
annual pensionable remuneration as ai 5 Apnil 2006, pro-rated by the ratio of his actual service accrued pror to 5 April 2006 and
prospeclive service o age 60), Increased to age 60 at the rate which applies to all preserved pensions in the CISS section of the
CPs If Mike Humphrey retires before age 60 a recuced penston 1s payable unless retinng at the Company s request In the event

of death, a pension equal to twe-thirds of his pension would become payable to his surviving spouse Mike Humphrey's pension

In payment 1s guaranteed Lo increase in ine with the rate of inflation up 1o a maximum of 10% per annum During 2010, Mike
Humphrey was paid £112,000 (2009 £109,200) in addition to his basic salary to enable him to make independent provision for his
retirement This Is the same level of contribution {expressed as a percentage of salary) in respect of salary in lieu of pension that
has been provided since 2006

Sean Chnistie accrues pension benefits under the CPS with an accrual rate of 1/80th and a normal retirernent age of 65 1f Sean
Chnistie retires before age 65 a reduced pension 1s payable unless retinng at the Company’s request In the event of death a pension
equal to 50% of s pensian would become payable to his surviving spouse His pensian in payment 1S guaranteed to increase in
hine with the rate of inflation up to a maximum of 2 5% per annum

Steve Foots accrues pension benefits under the CPS with an accrual rate of 1/60th and an entitlernent 1o retire at age 60 If Steve
Fools retires before age 61, a reduction will be applied to the element of fis pension accrued after 5 Apnl 2006, and if he retires
before age 60 a reduction will also be applied to the element of his pension accrued before 6 Apnil 2006, unless 1n either instance
he 1s retinng at the Company’s request Steve Foots’ pension In payment 15 guaranteed 1o Increase 1n {ine with the rate of inflation
up lo a maximum of 10% per annum for benefits accrued prior to 6 Apnl 2006, and in Iine with inftation up to a maximum of 2 5%
per annum for benehts accrued from 6 Apnl 2006 onwards

All three executive directars are entitled to death in service benefits from the CPS

Defined benefit schemes

Increase
In accrued
Increase pension Transfer Transfer Transter
in accrued during value of value of Increase  value of the
Accrued pension the year accrued accrued i transfer Increase tn
pension at during the (excluding pension at pension at  value over  the accrued
311210 year’ inflation)? 3112 09¢ 3112100 the year® pensson®
£000 £000 £000 £000 £0600 £000 £000
M Humphrey’ 311 30 16 7,443 8,440 997 447
t S Chnstie 21 5 5 180 253 52 39
S E Fools® 79 15 12 862 1,082 204 135

Noles

The hgures shown represent the amount of annual pension benefits based on service to and pensionable earnings at, 5 Apnl 2006 for Mike Humphrey (with
standard preserved increases o 31 December 2010) and the amaunt of annual pension benefits which would have been preserved for Sean Christie and
Steve Foets had they left service on 31 December 2010, based on service to, and pensionable earnings at that date

)

The figure represents the difference between the total accrued pension at 31 December 2010 and the corresponding pension at the beginning of the year

[

The figure represents the difference between the total accrued pension at 31 Decemnber 2010 and the correspanding pension at the beginning ol the year
after an adjustment to exclude nflation 15 provided as required under paragraph 9 8 8 (12) (a) of the Listing Rules

4 Transler values are quoled on the basis recommended by the scheme actuary for valuation of accrued benefits if the member had transterred penetits to
another approved scheme on the relevant date The increase in transfer value between 31 December 2009 ard 31 December 2010 takes account of changes
N market cenditions over the pernnd

5 The figure represents the difference between transfer values of the accrued benefits at 31 December 2010 and 31 December 2009 less contnibutions paid by
the director or on his behalf under the Company s salary sacrifice scheme

& The figure represents the transfer value of the increase i accrued benehts over the penod adjusted for inflation less contnbutions paid by the director or on
his behalf under the Company s salary sacrifice scheme

7 Following a recent review of the admimisiration procedures of the CPS, Mike Humphrey s pension as at 6 Apnl 2006 has been recalculated to be £252 725 por
annum {1t had previously been stated as £237 597 per annum) The figures in the table above relating to the position as at 31 December 2009 are based
on an accrued pension of £237,597 per annum as at 6 Apni 2006 as was disclosed last year The higures relating to the posiion as at 31 December 2010
are based on the revised pension ngure of £252 725 per annum as at & Apil 2008 Consequently, part of the increase i bis accrued pension and transfes
value during the year 15 m retation to tis emendment to his accrved pension entilement at o 4pnl 2006

[+

Swve foals became 1 airector o ' uly 2070 Tne acoved 2ensicn discosed above has bern calculsted abirg into account his entire per sionatle service
{Inuding the penod pro to s bewoming a director)

hiermbers of the CPS hove the option o pav voluntary contnbulions Nesitier the wonlibuhons nor the esultng benehts ae induded
in tus tanle
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Share options

Options are granted over ordinary shares of 10p each under the Senior Executive Share Option Schemes and the Savings-Related

Share Option Scheme

Senior executive share options
Mike Humphrey 15 the only direcior who holds options under the Semar Executive Share Option Schemes and details of his options

are set out below

Number at

1 Janvary 2010

Number at

31 December 2010

Date of grant Earhiest exercise date  Exeraise price (10p shares)  Exercised in year (10p shares)

M Humphrey

5 March 2003 5 March 2006 230p 150,000 - 150,000
150,000 - 150,000

No pnce was paid for the award of the options and none of the terms and cenditions of the share oplions was vared duning the
year All performance conditions attaching to the share options have been satisfied

SAYE share options

Number at Number at
Exercise 1)anuary 2010 Exerased  Granted 31 Cecember 2010
Date of grant Earliest exercise date Expiry date price (10p shares) Inyear 0 year {10p shares)
M Humphrey
22 September 2005 1 November 2010 30 Apnl 2011 328p 1,410 1,410 - -
16 September 2008 1 November 2011 30 Aonil 2012 509p 596 - - 590
15 Seplember 2009 1 November 2012 30 Apnif 2013 533p 631 - - 681
15 September 2010 1 November 2013 30 Apnl 2014 1144p - - 220 220
2,681 1,410 220 1,491
M s Chnistie
15 September 2009 1 Novernber 2012 30 Apnl 2013 533p 1,702 - - 1,702
1,702 - - 1,702
5 E Foots
22 September 2005 1 November 2010 30 Apni 2011 328p 1,007 1,007 - -
17 September 2007 1 Novemnber 2010 30 Apnil 2011 5200 363 363 - -
15 Septernber 2009 1 November 2012 30 Apni 2013 533p 340 - - 340
1,710 1,370 - 340

Employees are cuslomantly invited to parlicipate in a Save As You Earn Share Oplion Scheme once a year Prior to 2006, the savings
contract was traditionally for five years but since that time a three year savings contract has been offered The option price 15 the
value of crdinary shares at date of grant discounted by 20% Options are normally exercisable for a six month period following
completion of the savings contract




LTIP
Details of awards made under the Croda LTIP are set out below
Market price Number at Number at
Award price* at date of 1}January 2010  Exerased Granted 31 December 2010
Date of award {£) Earliest vesting date award (10p shares} Inyear Inyear {10p shares)
M Humphrey
22 February 2007 59273 22 February 2010 663p 78,451 78,451 - -
20 February 2008 50285 20 February 2011 604p 103,410 - - 103,410
18 February 2009 50264 18 February 2012 509p 108,626 - - 108,626
24 February 2010 80217 24 February 2013 200p - - 69,810 69,810
290,487 78,451 69,810 281,846
M § Chnstie
22 February 2007 59273 22 February 2610 663p 28,731 28,731 - -
20 February 2008 50285 20 February 2011 604p 41,761 - - 41,761
18 February 2009 50264 18 February 2012 509p 45,211 - - 45,211
24 February 2010 80217 24 February 2013 900p - - 28937 28,937
115,703 28,731 28,937 115,909
5 E Foots
22 February 2007 59273 22 February 2010 663p 13,497 13,497 - -
20 February 2008 50285 20 February 2011 604p 17,897 - - 17,897
18 February 2009 50264 18 February 2012 509p 19,894 - - 19,894
24 February 2010 80217 24 February 2013 900p - - 13,089 13,089
51,288 13,497 13,089 50,880

* Award price 15 based on the average mid market price of a Croda ordinary share for the first 30 dealing days of the financial year in which the award 1s made

BCIP
Details of the awards made under the Croda BCIP are sel out below
Number at Granted Released Number at
Market price at 1 January 2010 dunngthe  dunng the 31 December 2010
Date of award tarliest vesting date  date of award (10p shares) year year (10p shares}
M Humphrey
26 Aprid 2007 26 Aprl 2010 633p 4,857 - 4,857 -
1 May 2008 1 May 2011 696 5p 21,886 - - 21,886
30 Aprd 2009 30 April 2012 544p 28,567 - - 28,567
29 April 2010 29 Apnl 2013 990p - 20,070 - 20,070
55,310 20,070 4,857 70,523
M S Chnstie
26 April 2607 26 April 2010 633p 7,692 - 7,692 -
1 May 2008 1 May 2011 696 Sp 21,550 - - 21,550
30 April 2009 30 Apnil 2012 544p 30,765 - - 30,765
29 April 2010 29 Apnl 2013 990p - 17,940 - 17,940
60,007 17,940 7,692 70,255
S E foots
26 April 2007 26 April 2010 633p 3,076 - 3,076 -
1 May 2008 1 May 2011 696 5p; 6559 - - 6,559
30 Apnl 2009 30 Apnl 2012 544p 9,878 - - 9,878
29 Apal 2010 29 Apnl 2013 990p - 9,022 - G022
- 19,513 9,022 3,076 25,459

Jodal uoneiaunuwiay
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Share Incentive Plan

mike Humphrey, Sean Christie and Steve Foois participate in the plan which, as a HMRC approved arrangement, 1s ofiered to all
employees on the same terms They each save the maximum of £125 per month permitted under the regulaticns Matching shares
are allocated on a one for ene basis for each Partnership share purchased by the employee Shares are purchased on a monthly
basis Duning the year they each purchased 137 Partnership shares and were allocaled 137 Maiching shares The average puichase
price was 1155 5p

Since 31 December 2010, Mike Hurnphrey and Steve Foots have each purchased 16 Partnership shares and Sean Christie has
purchased 17 Parlnership shares and they have been awarded a corresponding number of Malching shares under the SIP at an
average price of 1495p per share Otherwise there has been no change in the direclors’ interests in shares or aptiens granted by
the Company between the end of the financial year and & March 2011

Gains made on exercise of share options and LTIPs

Exercise date Shares exercised scheme Exerase price Market pice {before tanE)ng

M Humphrey 16 March 2010 78,451 LTiP NIl 911p 714,689
16 March 2010 4,857 BCIP Nil Siip 44247

1 November 2010 1,410 SAYE 328p 1439p 15,665

774,601

M S Christie 9 March 2010 28,731 LTIP Nil 908 5p 261,021
16 march 2010 7,692 BCIP Nil o11p 70,074

331,095

S E Foots 24 February 2010 13,497 LTIP NIl 900p 121,473
16 March 2010 3,076 BCIP Nil 211p 28,022

7 December 2010 1,007 SAYE 328p 1610p 12,910

20 December 2010 363 SAYE 520p 1577p 3,837

166,242

The gains are calculated according to the market price of Croda Inlernational Plc ordinary shares of 10p each on the date of exercise,
although the shares may have been retained

The rarket price of the Company’s shares at 31 December 2010 was 1616p and the range of market prices dunng the year was
between 751p and 1616p

On [ghalf of the Baard

SRMusesen

Chairmgef-ol the Remuneration Commiilee
8 March 2011
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Principal activities and Business review

Croda International Plc 1s a holding company operating from headguarters at Cowick Hall, Snaith, Goole, East Yorkshire, and
providing ceniral direction for a speaiality chemicals group with operations across the globe The Group cammes out research and
development activities in the main markets It serves, further details of which can be found in the Chief Executive’s review on pages
5138

The Companies Act 2006 requires the Company to set aut in this report a fair review of the business of the Group dunng the
financial year ended 31 Decernber 2010 including an analysis of the development and performance of the Group duning the year
and the position of the Group at the end of the financial year, and a desciplion of the principal nsks and uncertainties facing the
Group (known as a “Business review”)

S2NSOPSIP 13410

The infermation which makes up the Business review can be found in the following sections of the annual report

= Chairman’s statement on pages 3 and 4

Chief Executive’s review on pages 5 (o 8

Financial review on pages 9 to 12

Corporate Social Responsibility report on pages 13 to 20

Prinaipal risks and uncertainties as discussed in the Financial review section on pages 11 and 12

+ & & @

Further information on Corporate Social Responsibility (€SRY can be found in aur full (SR report an our website at www croda com

Pages 1 to 43 inclusive (together with the sections of the Annual Report incorporated by reference} constitute a Directors” report
that has been drawn up and presented «n accordance with applicable English company law and the liabilities of the directors 1n
connection with that report are subject to the limitations and restrictions provided by that law

Research and development
Research and development activities are undertaken with the prospect of gaining new scientific or techmical knowledge and
undarstanding

Profit and dividends

The results for the year are set out on page 45 The directors are recommending a final dividend of 25 25p per share (2009

15 0p) If approved by shareholders, total dividends for the year will amount to 35 Op per share (2009 21 5p per share) Details of
dividends are shown 10 nole 9 on page 63 and detalls of the Company’s Dividend Reinvestment Plan can be found on page 97

Disposals

Bunng the year the Group seld its former olecchernical site at Brombaerough on the Wirral which had been closed at the end of
2009 It also ceased production at 1ts manufactuning site at Willon on Teesside and subsequently sold the site At the end of June
the sale of 1Ls Emmernich oleachemical site and associated business 1n Germany was compleled Since the year end, Croda’s 604
shareholding n its Korean joint venture has been sold to the non-controling shareholders Further details appear in note 7 on
page 61

Drrectors

The Company’s Articles of Assocration (“the Articles”) give the directors power to appoint and replace directors Under the terms
of reference of the Nomination Committee, any appaintment must be recommended by the Nomination Commutiee for approval
by the board of direciors The Articles also require direciors Lo retire and submul themselves for election at the first annual general
meeting (AGM) following appaintment and aif directors who held office at the time of the two preceding AGMs and who did not
relire at either of them, to submit themselves for re efection Ordinanily this would mean that, al thrs year's AGM, Mike Buzzacott
and Stanley Musesengwa wouid be standing for re-election and Steve Williams and Steve Fools would be standing for election
for the first ume following their appointments an 1 July 2010 However, the Board has taken note of the new provisien 1 the UK
Corporate Governance Code requinng directors of FTSE 350 cornpanies (0 be subject to annual election and each director will be
standing for election at the AGM The present directors of the Company are shown on pages 21 and 22 Details of the directors’
service contracts are given in the directors’ remuneration report on pages 28 to 39

Apart from the share option schemes, long term incentive schemnes and service contracts, no director had any benefiaal interest in
any contract to which the Company or a subsidiary was a party dunng the year

A staterment indicating the beneficial and non-beneficial interests of the directers in the share capital of the Company, including
share opticns, 1s shown in the directors’ remuneration report on page 34

The directors are respansible for managing the business of the Company and may exerase all the powers of the Company subject
to the provisions of relevant statutes, the Cempany’s Memoarandum and Articles and any directions given by special resclution

Corporate Governance
The direclors” corporate governance statement is set out on pages 23 to 27
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Directors’ iIndemnities

The Company maintans directors” and officers’ hability insurance which gives appropriate cover far any legal action brought against
its directors The Company has also granted indemnities to each of its directors and the secretary which represent “qualifying third
party indemnity provisions” (as defined by section 234 of the Cornpanies Act 2006), 1n relation Lo certain fosses and ltabrlities
which the directors (or secretary) may incur {o third parties in the course of acting as directars (or secretary} or employees of the
Company or of any associated company In addition such indemmnities have been granted te other officers of the Company who are
directors of subsidiary campanies within the Group The Company has alse granted an sdemnily representing “qualifying pension
schemne Indemnily previsions” (as defined by section 235 of the Companies Act 2005) to a paid director of the corporate trustee of
the Group’s UK pension scheme

Share capital

At the date of this repert, 139,549,969 ordinary shares of 10 pence each have been issued and are fully paid up and quoted on the
London Stock Exchange The rights and abligations attaching to the Company’s erdinary shares are set out in the Articles, copies of
which can be obtained from Companies House in the UK or by wriling to the Company Secretary There are no restnctions on the
voting nghts atlaching to the Cormpany’s ordinary shares or on the transfer of secunities in the Company No person holds securities
In the Company carrying speaal nghts with regard to control of the Company The Company (s nol aware of any agreements
between holders of secunities that may resull in restnctions on the transfer of secunties or on voting nghts

Further information which fulfls the requirements of Section 992 of the Companies Act 2006 and which should be treated as
forming part of this repart by reference is included in the following sections of the annual report

« detalls of the structure of the Company’s share capital and the nghts attached to the Company’s shares are set out on pages 76
and &1, and
s detalls of the employee share schemes are set out on pages 77 lo 80

Power to issue or buy back shares

At the 2010 AGM, authority was given to the directors Le allot unissued shares in the Company up to @ maximum amount
equivalent to approximately one third of the 1ssued share capital {excluding shares held i treasury) for general purposes, plus

up to a further one third of the Company’s 1ssued share capital {excluding shares held in treasury), but only in the ¢ase of a rights
issue No such shares have been issued A further special resolution passed at that meeting granted autharity to the directors Lo
allot equity securities 1n the Company for cash, without regard 1o the pre-emption provisions of the then Companies Act 1985 Both
these authorities expire on the date of the 2011 AGM to be held on 28 Apni 2011 and so the directors propose to renew them for a
further year

Last year the members also renewed the Company’s authonity to purchase up to 10% of +ts ordinary shares Mo purchases were
made durng the year On 22 February 2011, the Company announced that it intends to purchase shares worth around £50m In the
market 1n the lollowing year and so the Company will be seeking to renew Its authonily to purchase its own shares at the 2011
AGM Shares will only be purchased If the Board believes that such purchases will iImprove earnings per share and be in the best
interests of the shareholders generally It is the Campany’s intention that any shares purchased will be held as treasury shares

Substantial shareholders

As at 18 February 2011, the Company had been notified under DTRS of the Financial Services Authonty’s Disclosure and
Transparency Rules of the fallowing significant holdings of voting nights 1n 1ts shares

Ordinary shares % of share capital Nature of holding
Legal & General Group Pl¢ 6,889,195 501% Direct
Massachusetts Financial Services Company 6,722,481 4 §9% Direct
AEGON UK Group of Companies 4,322,054 375% Direct 3 14%, Indirect 0 0%

Deadlines for exercising voting rnghts

votes are exercisable at a general meeting of the Company in respect of which the business being voted upan 1s being heard Votes
may be exercised in person, by proxy or, in relation to corporate members, by corporate representatives The Articles provide a
deadline for subrmission of proxy forms of not than less than 48 hours before the time appointed for the holding of the meeting or
adjourned meeting

Articles of Association
Unless expressly specified to the contrary in the Articles, the Company’s Arlicles may be amended by a special resolution of the
Company's shareholders

Signuficant contracts and change of control

The Group has borrowing faciliies which may require the immediate repayment of all oulstanding loans tegether with accrued
Interest In the event of a change of control The rules of the Company’s employee share plans set out the consequences ol a
change (n control of the Company on participants’ nights under the plans Generally such nghts will vest and become exercisable on
a change of control subject to the satisfaction of performance conditions None of the executive directors’ service contracls contain
provisions which are affected by a change of control and there are no other agreements to which the Company 1s & party which
take effect, alter or lerminate n the event of a change of contral of the Cormpany which are considered ta be significant in terms of
therr patential iImpact on the Group

The Company does not have any contractual or other arrangements which are essential lo the business of the Group




Employees

Diversity

Croda s commutted to the prinaple of equal oppertunity In employment and to ensunng that no applicant or employee receives
less favourable treatment on the grounds of gender, marital status, race, ethnic ongin, religion, disability, sexuality, or age, or 15
disadvantaged by conditions or requirements which cannot be shown to be justified Group HR Policies are clearly communicated to
all 3,200 employees and are avallable through the Company Intranet

Recruitment & progresston
IL1s estabhshed policy throughout Croda that decisions on recruitment, career development, promotion and other employment
related 1ssues are made solely on the grounds of individual abibity, achievement, expertise and conduci

Croda gives full and fair consideration to applications for employment from disabled persons Should an employee become disabled
dunng their employment with Croda, they are {ully supported by its occupational health prewision Efforts are made to continue
their employment with reasonable adjustments being made 1o the workplace and role where feasible Retraming is provided if
necessary

Development & learning

Croda recogruses that the key 1o future success lies in the skills and abilities of its dedicated globat workforce 1t 1s enly through
the continuous development of our employees that we will be able Lo meet the future demands of our customers In relation to
enhanced creativily, innovation and customer service Dunng 2610 our employees had an average of 30 hours of traming

Involvement

Croda 1s committed o ensuning that employees share i the success of the Group Owning shares in the Company 1s an impotiant
way of strengthening involvernent in the development of the business and bringing together employee and shareholder interests
In 201C, 40% of our employees joined one of our SAYE schemes

Employees are kept informed of matters of concern ta them in a variety of ways, including Crodaway {the Company magazine},
quarlerly updates, Croda Connect (the Company Intranet), team biielings and E-Lists (emall messages) These communications help
achieve a common awareness among employees of the financial and economic faclors affecting the perfarmance of Croda and of
changes happening wilhin the business Croda is alse commulted to providing emoloyees with oppertunities to share their views
and provide feedback on issues that are tmportant to them Employee surveys have been conducted in two of our three regians
during 2010

Corporate Social Responsibility

Croda contrnue to believe thal good corporate respensibihity 18 essenuial to the long term success of the business Details of our
corporate responsibility initiatives and activities are set out in the CSR section of this report and our full CSR report which 15 available
online at www croda com/csr Under the supervision of the (SR Steering Committee, respansibihity 1s now completely embedded
within the regional business units, which are fully accountable for delivening business objectives

Croda’s (SR Steering Commulice is comprsed of representatives from all regional business units and s responsible for collating and
reporting CSR dala globally It 1s also responsible for identifying malenal issues relevant to the whele Group

Community invelvement

Communiy nvolvement 1s an important undertaking that provides value 1o our employees, our business and to the local
communities 1n which we five and operate Our involvernent in the community highlights our commiimant to our nelghbours and
alse generates significant goodwall This commuitment 15 most clearly illusirated through the ‘1% Club’, an employee volunteering
initiative that we started 1n 2003 Duning 2010, we completed the implementation of the 1% Club at all of our glebal manufactunng
sites, enabling every one of our 3,200 employees around the world 1o spend time actively tnvolved in their communities

Supplier payment policy

Group pelicy concerning the payment of suppliers 1s that each operating unit agrees terms of payment at the beginning of business
ar makes the supplier aware of the standard payment terms, and pays in accordance with those lerms or other legal obligations

Al 31 Decemnber 2010, the Group had an average of 35 8 days (2009 38 8 days) purchases outstanding in trade creditors The
Company’s trade crediters are nol matenal

Market value of properties

The Group’s property, plant and equipment are included in the financial statements al depreciated histenc cosi where the

assets were acquired in the normal course of business of depreciated fair value if the assets were acquired as part of a business
combination The properties are in continuing use and many of them were acquired when maiket values were substanually lower
than at present The directors consider that a surplus over book value exists, but have not quantified the excess

Chantabte and political donations
Charitable donations made by the Group in the year amounted to £13,000 (2009 £38,000) No donalions were made for poltical
purposes (2009 £NIl)

Annual General Meeting

The AGM will be held ol Carlton Towers Cariton Goole, Fast Yorkshire DN14 917 an Thursday 28 April 2011 at 12 noon The
notice of mecting and Faplanation of the business o be considered at the AGM are conlamed n a separale document issued 1o
snarcholders with this annual report
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Other disclosures

Direclors’ report | Governance

Other disclosures . .

Independent auditors
Our auditors, PricewaterhouseCoopers LLE have indicated therr willingness to continue 1n office and, en the recornmendation of the
Audit Committee, a resolution regarding their reappointment and remuneration will be submitted to the AGM

Directors’ responstbilities
The directors are cesponsible for preparng the annual report, the directors’ remuneration report and the financial statements in
accordance wiih applicable law and requlations

Company law requires the direciors io prepare financial statements for each financial year Under that law the directors have
prepared the Group financial statements in accordance with International Financial Reporting Standards (IFRSS) as adapted by
the Furgpean Umion, and the Company financial statements in accordance with applicable law and United Kingdam Accounting
Standards (United Kingdom Generally Accepted Accounting Practice) Under company law the directors must not approve the
financial statements unless they are satished that they give a true and fair view of the state of affars of the Group and the
Company and of the profit or loss of the Group for that period

In prepanng those financial statements, the directors are required to
o select sutable accounting policies and apply them consistently,
* make judgements and estimates that are reasonable and prudent,

e state whether IFRSs, as adopted by the European Union, and applicable UK Accounting Standards have been followed, subject to
any malenal departures disclosed and explained  the Group and parent company financial statements respectively, and

o prepare the finanaial statements on a going concern basis unless 1L is Inapprapriate 1o assume that the Company will continue
In business

The direclors are responsible for keeping proper accounling records that are sufficient to show and explain the Company’s
transactions and disclose wilh reasonable accuracy at any ume the financial posttion of the Company and the Group and to enable
them to ensure thal the Group inancial statements and the directors” remuneralion report comply with the Companies Act 2006
and, as regards the Group financial statements, Article 4 of Lhe 1AS Regulalion They are also responsible for safequarding the
assets of the Group and the Company and hence for taking reasonable steps for the prevention and detection of fraud and other
Irregularilies

The dwectors are responsible for the maintenance and integniy of the Company’s website Leqisiation in the United Kingdom
governing the preparation and dissemination of inancial statements may differ from legislation in other jurisdictions

Each of the directors, whose delails are set cut on pages 21 to 22 confirms that, to the best of their knowledge

» the Group financial statements, which have been prepared in accordance with IFRSs as adopled by the EU, give a true and fair
view of the assets, iabilities, financial position and profit of the Group, and

* the Business review contained n this report includes a fair review of the development and perfarmance of the business and the
position of the Group, tageiher with a description of the principal nisks and uncertainuies that it faces

Audit information

The directors each confirm that, so far as they are aware, there 1s no relevant avdit information of which the auditors are unaware
and that each director has laken all the steps he cughi to have taken as a director 1n order to make himself aware of any relevant
audit information and to establish that the Company’s auditors are aware of that information

Approved by the Board
Louise Scott

Secrelary

8 March 2011



Group independent auditors’ report

Group independent audttors’ report to the members of Croda International Ple

We have audited the Group finanaal statements of Croda International PIc for the vear ended 31 December 2010 winch comprise
the Group income statement, Group stalement of comprehensive income and expense, Group balance sheet, Group stalement

of changes in equity, Group statement of cash flows, Group cash flow notes, the accaunting policies and the related notes The
financial reporting framewaork that has been applied n their preparation 1s applicable law and International Financial Reporting
Standards (IFRSs) as adoplad by the European Union

Respective responsibilities of directors and auditors

As explained more fully i the directors’ responsibilities statement, the directors are respansible for the preparation of the Group
financial staterments and for being satisfied that they give a true and fair view Our responsibility 1s lo audit and express an opmian
on the Group finanaial siatements in accordance with applicable law and International Standards on Auditing (UK and Irefand) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This repert, including the opinions, has been prepared for and only for the Company’s members as a body i accordance with
Chapler 3 of Parl 16 of the Companies Act 2006 and for no other purpose We do not, m giving these apmions, accepl or assume
responsibility for any other purpose or ta any other person to wham this report 1s shown or into whese hands 1t may come save
where expressly agreed by our prior consent in writing

Scope of the audit of the finanaal statements

An audit involves obtaining evidence about the amounis and disclosures in the financial statements sufficient to qive reasonable
assurance that the financial statemenis are {ree from material misstalement, whether caused by fraud of error This includes an
assessment of whether the accounting policies are appropriate Lo the Group's crcumstances and have been consisiently applied and
adequately disclosed, the reasonableness of significant accounting estimales made by the directors, and the overall presentation of
the financial statements

Opinion on financial statements
I our opimion the Group iinanaal statements

* qive a true and fair view of the state of the Group’s affairs as al 31 December 2010 and of its profit and cash flows for the year
then ended,

s have been properly prepared 1n accordance with IFRSs as adepled by the Eurepean Uruen, and

» have been prepared in accordance with the requirements of the Companies Act 2006 and Article 4 of the 1AS Regulation

Opinion on other matters presciibed by the Companies Act 2006
In our opinion

# the information given in the directors’ report for the finanaal year for which the Group financial statements are prepared 15
consislent with the Group financial stalements, and

e the infermation given In the corporate governance stalement sel out on page 27 with respect (o internal controf and risk
management systems s consistent with the financial statements

Matters on which we are required to report by exception
We have natiung Lo report in respect of the foltowing

Under the Companies Act 2006 we are required to report to you If, 10 our opinion

o certain disclesures of directors’ remuneration specified by law are not made, or
* we have not receved all the information and explanations we require for our audil, or
« a corporate gevernance staterment has not been prepared by the parent company

Under the Listing Rules we are required Lo review

 the directors’ statement, set out on page 43, 0 relalion to going concern,

o the part of the corporate goveinance statement relating to the Company’s compliance with the aine peovisions of the June 2008
Combined Code specified for our review, and

o certain elements of the repart to sharehetders by the Board on directors’ remuneration

Other matter

We have reported separately on the parenl company financial statements of Croda International Plc for the year ended
31 December 2010 and on the information in the direclors’ remuneration report ihat 1s descnbed as having been audited

Richard Bunter {Semor Statutory Auditor)

for and on behall of PicervaterhouseCoopers LLP
Chartered Accuuntanls and Statutory Audiors
Leeds

8 March 2ui1
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Group income statement

Financial statements

Group income statement
for the year ended 31 December 2010

L]

Note 2010 2010 2010 2009 2009 2009
£m £m fm fm £m £m
Before gefore
exceptiona!  Excephional exceptional  Exceptional
tems itemns Total 1tems items Total
Revenue 1 1,001 9 - 1,0019 8275 8275
Cosl of sales (684 4) - (684 4) (594 3) {17 2) (6115)
Gross profit 3175 - 3175 2332 (172} 2160
Nel operating expenses 2 (118 9) - (118 9) nn (1117)
Operating profit 1 198 6 - 1986 1215 (172) 104 3
Financial expenses q (107) - (1e7) (157) (157)
Financial mcome 4 44 - 44 22 - 22
Profit before tax 1923 - 1923 1080 (17 2) 903
Tax 5 {62 5) - (625) (353) 21 (332)
Profit after tax from continuing
operations 1298 - 1298 727 (15 1) 576
Profit after tax from discontinued
operations 7 (09) 21 12 (46) (29 0) (33 6)
Profit for the year 3 1289 21 1310 681 (44 1) 240
Attnibutable to
Non-controlling interests 02 02
Equity shareholders 1308 238
1310 240
Earnings per 10p share Pence per Pence per
share share
Basic
Total 8 %61 176
Continuing operalions 8 954 426
Oiluted
Total 2 241 173
Continuing eperations 8 934 19
Group statement of comprehensive income and expense
for the year ended 31 December 2010
2010 2009
£m £m
Profit for the year 1310 2490
Other comprehensive income/(expense)
Currency translation differences 91 (7 1)
Movement in fair value of cash flow hedges 03 21
Actuanal movement on retirement benefit habilities {note 12) 37 (141 8)
Deferred tax on actuanal movement on retirement benehi habiliies {note 5) (12) 385
119 (108 3)
Total comprehensive income /{expense) for the year 1429 (84 3}
Attributable to ‘
Non-controlling interests 03
Equity shareholders 1426 (84 3}
1429 (84 3)




Group balance sheet

at 31 December 2010

Note 2010 2009
£fm fm
Assets
Non-cufrent assets
Intangible assets 13 2035 2020
Property, plant and equipment 14 3194 3418
Investments 16 140 125
Deferred tax assels 6 681 739
605 0 6302
Current assels
Inveniones 17 164 6 148 9
Trade and other recevables 18 146 2 1590
Cash and cash equivalents 648 450
Assets dlassified as held fof sale 7 06 -
376 2 3529
Liabihties
Current habilities
Trade and other payables 19 (178 5) (179 0)
Borrowings and other financial iabilities 20 {33} (48 8}
Provisions 21 (17 9) (30 6}
Current tax habilities (16 &) (147
{216 3) (273 1)
Net current assets 1599 798
Non-current labifities
Borrowings and other financial habiliies 20 {2818) (2850}
Other payables (48) (36)
Retirernent benefit liabilities 12 (147 8) (203 5)
Provisions 21 (13 3) (24 5)
Deterred tax habihties 6 (43 0) (352}
(4907)  (5518)
Net assels 2742 158 2
Shareholders' equity
Preference share capital 24 11 11
Ordinary share capiial 22 140 140
Calted up share capital 151 151
Share premium account 933 933
Reserves 1647 481
Total shareholders' equity 2731 1565
Nen controlling interests in equity 26 11 17
Total equity 2742 158 2

Signed on behalf of the Board who approved Lthe accounts op 8 March 2011

%

Martin Flower
Chairman

<0

Sean Chnistie
Group Fmangce Director
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Group siatement of changes
In equity

@

Financial slatements

Group statement of changes In equity

for the year ended 31 December 2010

nh

Note Share Non-
Share  premium Other Retained controlling
capital account  reserves  earnings  Interests Total
£m £m £m £m £m £m
Al 1 January 2009 151 933 340 1209 20 2653
Profit for the year atinbutable to equity
shareholders - - - 238 - 238
Other comprehensive expense - - &N (101 2) - (108 1)
Transactions with owners
Dividends on equity shares 9 - - - (27 1} - (27 1}
Share based payments - - - 30 - 30
Consideration recerved for sale of own shares
held in trust - - - 16 - i6
Total transactions with owners - - - (22 5) - (22 5)
Transactions with non-controlling interests
Share of profit after tax - - - - 02 02
Currency translation differences - - - - (02} {02)
Dividends paid to non-contrelling interests 9 - - - - {03) (03)
TJotal transactions with non-controlling interests - - - - (03) (03)
Total equity at 31 December 2009 151 933 271 210 17 158 2
Al T January 2010 151 933 271 210 17 158 2
profil {or the year attributable to equity
sharehclders - - - 1308 - 1308
Other comprehensive Income - - 90 28 - 118
Transactions with owners
Dividends on equity shares 9 - - - (338} - (338)
Share based payments - - - 60 - 60
Consideration receved for sale of own shares
held in trust - - - 21 - 21
Total transactions with owners - - - {257) - (257}
Transactions with non-controlling interests
Share of profit after tax - - - - 02 02
Currency translation differences - - - - Oi 01
Dividends paid to non-controlling interesis 9 - - - - 02) {(02)
Purchase of shares from nen-controlling
Interests - - = (03) (07 (10)
Total transactions with non-controlling interests - - - {03) (06) (09)
Total equity at 31 December 2010 151 933 361 128 6 11 2742

Other reserves compnse the Capital Redemption Reserve of £0 9m (2009 £0 9m) and the Translation Reserve of £352m

(2009 £26 2m)




Group statement of cash flows
for the year ended 31 December 2010

Mote 2010 2009
£m £m
Cash flows from operating activities
Cash generated by operations il 188 4 1969
Interest paid (0 7) (20°5)
Tax paid (45 9) (215)
Net cash generated by operating activities 1318 1549
Cash flows from investing activities
Acquisition of non-controling terest 26 (10} -
Purchase of property, plant and equipment 14 (40 8) (39 8)
Purchase of compuler software 13 (05) -
Praceeds from sale of property, plant and equipment 05 07
Praceeds from sale of businesses {net of costs) 7 141 27
Cash paid against nen-operating provisions P (8 5) {51}
Interest receved 08 06
Net cash absorbed by investing activities (35 4) (40 9)
Cash flows from financing activities
New barrowings 2840 -
Repayment of borrewings (324 7) {66 9)
Capital element of finance lease repayments 1 (0 5) (04)
Net transactions in own shares 22,25 21 16
Bividends paid o equity shareholders 9 (338) 271
Dividends paid to nen-controlling interests 9 (02) (03)
Net cash absorbed by financing activities (73 1) {93 1)
Net movement in cash and cash equivalents 1 233 209
Cash and cash equivalents brought forward 372 173
Exchange differences 20 (10)
Cash and cash equivalents carned forward 625 372
Cash and cash equivalents carned forward comprise
Cash at bank and 11 hand 64 8 450
Bank overdrafts {23) (78)
625 372
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Group cash flow notes

Financial statements

Group cash flow notes
for the year ended 31 December 2010

() Reconcihiation to net debt Note 2010 2009
£m £m
Mavement in cash and cash equivaients il 233 209
Movement in debt and lease financing It 412 673
Change In net debt from cash flows 645 882
New finance lease contracts {0 4) {03)
Exchange differences 41 217
68 2 1096
Net debt brought forward (288 5) (398 1}
Net debt carned forward Il (2203) (288 5}
{u} Cash generated by operations 2010 2009
£fm fm
Continuing operations
Operating profit 198 6 1043
Adjustments for
Depreciation and amortisation 332 326
toss/(profit) on disposal of property, plant and equipment 09 02)
Exceptional items - 172
Other provisions charged {note 21} 15 07
Share based payments 82 43
Cash paid against operating provisions (note 21) (15 2) {10 4}
Pension fund contributions In excess of service cost (16 7) {16 6)
Movement In mventories (26 2) 307
Movement In recervables 156 188
tMovement In payables (55) 92
Cash generated by continuing operations 194 4 1906
Discontinued operations (60) 63
188 4 1969
(i) Analysis of net debt Exchange Other
2010 Cash flow movements  non-cash 2009
£m £m £m £m fm
Cash and cash equivalents 648 177 21 - 450
Bank overdralts (23 56 {0 1) - (78
tMovement in cash and cash equivalents 233 20
Borrowings repayable within one year (0 6) 400 - (02) (40 4)
Borrowings repayable after more than one year (281 4) 07 22 02 (284 5)
Finance leases (0 8) 05 (1) (04) (0 8)
fMovement in borrowings and other financial habilities 417 21
Total net debt (220 3) 645 41 (0 4) (288 5)
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Group accounting policies

The principal accounting policies adopted 1n the preparatien of these financial statements are set out below These policies have
been consistently applied to all the years presented, unless atherwise siated

Basis of preparation

The consolidated financial stalements have been prepared under the histoncal cost convention as madified by the revaluation

of financial instruments, share based payments and pension asset valuations at fair value through profit ar loss or through other
comprehensive income 1 accordance with International Financial Reporting Standards (IFRSs), IFRIC mterpretations and the
Companies Act 2006 applicable to cormpanies reporling under (FRS The standards used are those published by the International
Accounting Standards Board {IASB) and endorsed by the EU at the tme of prepaning these statements (March 2011) A surnmary ol
the mare important Group accounling policies 15 set out below

Accounting estimates and judgements

The Group’s critical accounting policies under IFRS have been set by management with the approval of the Audit Commuttee The
application of these policies requires estimates and assumptions to be made concerming the future and judgements 1o be made on
the applicability of policies to particular situations Estimates and judgements are continually evaluated and are based on historical
expenence and other factors, including expectations of future events that are believed to be reasonable under the circumstances
Under {FRS an estimale or judgement may be considered ctical if it invalves matters that are hughly uncertain or where different
estimation methods coutd reasonably have bean used, or If changes in the estimate that would have a matena! impact on the
Group’s results are Iikely to occur from peried to penod The cntical judgements required when prepanng the Group'’s accounts are
as follows

{1) Prowisions - as disclosed 1n nrote 21, the Group has made sigmificant provistons for potenual enviionmental habilities and for the
costs of the restructuring exerase following the acquisition of Umigema The raticnale behind these and ather provisions 1s
discussed in note 21 The directors believe that these provisions are appropriate based on information currently available

(1) Goodwill and farr value of assels acquired {nole 13) - the Group’s goodwill carrying value increased significantly In 2006
following the acquisiion of Unigema The Group tests annually whether goodwill has suffered any wnparment and the Group's
goodwill value has been supporied by detalled value 1n use calculahions relating to the recoverable amounts of the underlying
cash generating units These calculalions require the use of estimates Howaver, as recoverable amounts significantly exceed
carrying values, including goodwill, there ts ne iImpairment within a reasonable 1ange of assumplions

(im) Retiremment benefit iabilities - as disclosed m note 12, the Group’s principal retrement benefit schemes are of the defined
benefit type Year end recegnition of the liabilities under these schemes and the valuation of assets held to fund these
liabihties require a number of significant assumplions to be made, relating t¢ levels of scheme membership, key financial
market indicators such as inflation and expectations on future salary growth and assei returns These assumplions are made by
the Group n conjunction with the schemes’ actuanes and the directors are of the view that any estmation should be prudent
and m line with consensus opinion

New IFRS standards, amendments and mterpretations effective in 2070
The 1ASB and IFRIC have issued addilional standards which are eflective for this accounting perted The following standards and
Interpretations have been adopted by the Group

(1) IFRS 3 (revised), 'Business combinations’, and consequential amendments 1g 1AS 27, ‘Consolidated and separate financial
stalements’, IAS 28, Investments In associates’, and IAS 31, ‘Interests in jont ventures’, aie effeciive prospectively lo business
combinations ior which the acquisition date 1s an or after ihe beginrung of the first annual reporting period begining on
or after 1 July 2009 The revised standard cantinues to apply the acquisition method 1o business combinations but with sorme
significant changes compared to IFRS 3 The standard has been applied in respect of transactions with non-controlling interests
in the year

() IFRS 5 {amendment), "Non-current assets held for sale and discontinued operations’ This amendment clarifies that IFRS 5
speaifies the disclosures required in respect of non-current assets (or disposal groups) classified as held for sale or discontinued
operations It also clanfies that the general requirements of 1AS 1 still apply, in particular paragraph 15 (to achieve a fair
presentation) and paragraph 125 (sources of estimation uncertainty) These financia! statements have been prepared
under the revised disclosure requirements

{m) 1AS 36 (amendment), ‘impairment cf assets’, effective 1 January 2010 The amendment clanfies that the largest cash-
generating unit (or group of units) to which goodwill should be aliocated for the purposes of impairment testing 1s an operating
segment, as defined by paragraph 5 of IFRS 8, ‘Operating segments” (What 1s, before the aggregation of segments with similar
economic characlenstics) The Group has applied the armendment from 1 January 2010, however, it has not had a matenal
impact on the Group’s financial statements

The Group has also adopted the following standards and interpretations, which have had no material impact on the Group's inanaial
statements

(1) IFRIC 17, ‘Distnbution of non-cash assets 10 owners’,

(i) {FRIC 18, ‘Transfars of assets from customers’,

() {FRIC 9, Reassessment of embedded denvatives and 1AS 39, Financal nstiuinents Recoquition and measurement’,
(1) IFRIC 16, ‘Hedyes of a et investimeant in a foreign aperation’,

(v} iAS 38 (amendment), Inangible ossels’,

{vi} 1AS 1 {amerdment) ‘Presentation ot financial staternents | and

{vu} IFRS 2 (amendme s 'Croup castise ed share based payment transactions’

sanijod bununoe dnosy
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Group accounting policies

Financial statements

Group accounting policies

New IFRS standards and mnterpretations not apphed

The 1ASB and IFRIC have 1ssued additional standards and inierpretations which are efiective for peniods starting after the date of
these financial statements The following standards and interpretations have yet lo be adopted by the Group but are not expected
o have a material impact on the Group’s financial stalements

() IFRS 9, ‘Financial instruments’, 1ssued 1n November 2009 and applicable from 1 January 2013 (subject to endorsement by the
EU),

(1) Revised [AS 24 (revised), ‘Related party disclosures’, 1ssued i November 2009 and mandatory for periods beginning on or after
1 January 2011 (subject 10 endorsement by the EV),

() 'Classification of nghls issues’ (amendment to 1AS 32), issued in Octeber 2009 and applicable to annual periods beginning on or
after 1 February 2010,

{v) IFRIC 19, ‘Extinguishing financial hiabthties with equity instruments’, effective 1 July 2010 {subject to endorsement by Lhe EU),
and

(v} ‘Pigpayments of 3 mimimurm funding requirement’ (amendments to IFRIC 14), effective for annual perieds beginning
1 January 2011

Group accounts

Subsidiaries

Subsidiaries are entities controlled by the Group Control exists when the Group has the power, directly or indirectly, to govern the
financial and operating policies of an enlity so as to abtain benafits from its activlies In assessing cantral, potential voling rights
that are presently exercisabte or convertible are taken into account The financial statements of subsidianies are included in the
consolidated financial staiements from the date that control commences until the date that control ceases

The Group uses the acquisition method of accouniing Lo account for business combinations The consideration tzansferred for the
acquisition of a subsidiary 1s the fair value of the assets transferred, the habilities incurred and the equily interesis 1ssued by the
Group Acquisition cosls are expensed as incurred [dentiiable assels acquired, and labilities and contingent habilities assumed, in
3 business combination are measured nitially at therr {air values at the acquisition date, irmespective of the extent of any non-
controlling interest The excess of the cost of acquisition over the Group’s share of identifiable net assets acquired 1s recorded as
goodwilt

Inler-company lransactions, balar:ces and unrealised gains on transactions belween Group companies are eliminated Unrealised
losses are also eliminated Accounting policies of subsidiaries have been changed where necessary Lo ensure consistency wilh the
policies adopted by the Group

Transactions with non-controling interests

The Group ireals ransacltions with nan-controlling interests as transactions with the equity owners of the Group For purchases from
non-controlling interests, the difference between any consideration paid and the relevant share acquired af the carrying value of nel
assels of the subsidiary s recorded as equity Gains or losses on dispcsals to non controlling interests are also recorded in equily

Intangible assets

Goodwil/

On the acquisition of a business, far values are atinbuled 1o the net assets acquired Goodwill anses where the fair value of the
consideration given for a business exceeds such nel assets Goodwill ansing on acquisitions 1s capiialised and carried al cost less
accumulated impairment losses Goodwill 1s subject to iImpairment review, both annually and when there are indications that the
carrying value may not be recoverable Goodwill is allocaled to cash generaling units for the purpose of this iImpairment testing

Research and development

Research expenditure, undertaken with the prospect of gaining new scientific or techrical knowledge and understanding, 15 charged
to income in the year in which 1t 1s meurred Internal development expenditure, whereby research findings are applied to a plan

for the production of new ar substantially improved products or processes, 1s charged to income in the year in which it1s incurred
unless it meets the recagnition critena of (AS 38 ‘Intangible Assets” Measurement and other uncertainties generally mean that such
cntena are not mel Where, however, the recognibion criiena are met, intangible assets are capitalised and amortised over thew
useful economic lives from product launch Intangible assets relating to products in development are subject to impairment testing
al each balance sheel date cr earlier upen iIndication of impairment Any impairment losses are written off immediately to income

Computer software
Acquired computer soflware licenses covering a penod af greater than one year are capitalised on the basis of the costs incurred to
acquire and bring to use the specific software These costs are amortised over therr estimated useful lives (three to five years)




Revenue recogmition

Sales of goods

Revenue compnses the far value for the sale of goads, excludes inter-company sales and value added taxes and represents nel
invoice value less estimated rebates, returns and settlement discounls

The Group supplies products to custormers from 1ls vanous manufacluring sites and warehouses and in some himited instances from
consignment nveniory held on customer sites, under a variety of standard terms and conditions In each case revenue 1s recognised
when the transfer of legal title, which 1s defined and generally accepted in the standard terms and conditions, arises between the
Group and the customer This will nearly always be en dispalch or delivery, but never before dispatch Provisions for sales discounts
and rebates to customers are based upon the terms of sales contracts and are recorded m the same peniod as Lhe related sales as a
deduction fram revenue The Group estimates the provision for sales discounts and rebates based on the terms of each agreament
at the tme the revenue 1s recognised

interest and dividend income
Interest income 1s recogisad on a ime-proportion basis using the effective interest methed

Dividend income 1s recogrused when the nght to receive payment 1s established

Segmental reporting

A business segment 1s a group of assets and operations engaged n providing products and services that are subject to nisks or
returns that are different from those of other seaments Qperating segments presented in the financial stalements are consisient
with the internal reporting provided to the Group’s Chiel Operating Decision Makers, which have been identified as the Group
Finance Committee and the Group Execulive Commillee

Employee benefits

Pension obhgations

The Group accounts for pensions and similar benefits under 1AS 19 'Employee Benefits' In respect of defined benefit plans (pension
plans that define an amount of pension benefil that an employee will receive on retirement, usually dependent on ene or mare
lactors such as age, years of service and compensation), obligations are measured at discounted present value whilst plan assets
are recorded at fair value The liability recognised in the balance sheel in respect of defined benefil pension plans 15 the net of the
plan obligations and assels Mo allowance 1s made 1n the past service hability n respect af either the future expenses of running
ihe schemes ar for non-service related death n service benefits which may anse in the future The operating costs of such plans
are charged to operating profit and the finance costs are recogrised as financial income or expense as appropnale Service cosis are
spread systematically over the lives of employees and financing costs are recogmised in the penods 0 which Lhey anse Actuanal
gams and losses are recogmised immediately directly within equity Payments to defined contribution schemes (pension plans under
which the Group pays fixed contributions into a separate entity) are charged as an expense as they fali due

Other post-retirement benefits

Some Group compamies provide post-relirement healthcare benefits to their retirees The entitlement Lo these benefits 1s usually
conditional an the employee remaining in service up to reirement age and the completion of a miimum service period The
expected costs of these berefils are accrued over the period of employment using an accounting methadology similar to that for
defined benefit pension plans Actuarial gains and losses are recognised immediately directly within equity These obligations are
valued annually by independent qualified actuaries

Termination benefits

Termination benedits are payable when employment 1s terminated by the Group before the normal retrement date, or whenever
an employee accepts voluntary redundancy in exchange for these benefiis The Group recognises termination benefits when

iL1s demonstrably committed 10 either (1) termmating the employment of current employees according to a detailed formal

plan without possibility of withdrawal or {1} providing termination benelfits as a result of an offer made to encourage voluntary
redundancy

Share based payments

The Group operates a number of equity-settled, share-based incentive schemes These are accounied for in accordance with IFRS2
‘Share-based Payments’, which requires an expense to be recogrised 1n the iIncome statement over the vesting peniod of the
options The expense 1s based on the fair value of each instrument which 15 calculated using the Black Scholes or binomial modal as
appropriate Any expense 15 adjusted io reflect expected and actual levels of options vesting

Currency translations

Functional and presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic
environment in which ihe entily operates (“the functional currency™) The consolidated financial statements are presented in
Sterling, which 1s the Company’s functional and presentation currency
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Group accounting pohcies

Financial statements

Group accounting policies : :

Fransactions and balances

Monetary assets and habiliues are ranslated at the exchange rates ruling at the end oi the financial penod Exchange profits of
losses on trading transactions are cluded in the Group income statement except when deferred within equity as quahiying cash
flow hedges and qualifying net investment hedges, which, along with other exchange differences ansing from non-trading ems
are deall with through reserves

Group companies
The results and financial position of ali the Group entities that have a functional currency different from the presentation currency
are translated inte the presentation currency as follows

{1 assels and habiliies for each balance sheet presented are lranslaled al the dlosing rale at the date of that balance sheet,

(n) income and expenses for each income statement are translated al average exchange rates {unless this average 1s not a
reasonable approximation of the cumulative effect of (he rates prevailing on the transaction dates, in which case income and
expenses are translated at the dates of ihe transactions), and

(} all resutting exchange differences are recognised as a separale component of equity

On consohdation, exchange differences ansing from the translation of the net investment 1n foreign entities, and of borrowings and
other currency instruments designated as hedges of such invesiments, are taken (o shareholders” equity When a foreign operation
ts sold, such exchange differences are recogmised tn the income siatement as part of the gain or loss on sale

Taxation

The charge for taxalion 15 based on the profit for the year and lakes inle account taxalion deferred because of lemporary differences
between the treatment of certain items for taxation and for accounting purposes Temporary differences anse from the inclusion of
profits and losses n the accounts 0 different penods {rom which they are recagnised 1n tax assessments and primarily anse as a
result of the difference between tax allowances on tangible fixed assets and the corresponding depreciation charge, and upon the
pension fund deficit Full provision 1s made for the tax effects of these differences No provision 1s made for unremitted earnings of
foreign subsidianes where there 15 no commitment to rerit such earmings Similarly, no provision 1s made for temporary differences
relating to investments in subsidiaries since realisation of such differences can be contrelled and 15 not probable in the foresecable
future Deferred tax assets are recognised, using the liabiity methed, ta the extent that it is prabable that future taxable profit will
be available aganst which the temporary differences can be utihsed

All taxation 1s calculated on the basis of the tax rates and laws enacled or substantively enacted at the balance sheet date

Exceptional items

Exceplional items are non-recurnng matenal items which are cutside the normal scope of the Group’s ordinary activities, such as
habiltiies and costs ansing from a fundamental sestrucluning of the Group's operations Such ttems are disclosed separaiely within
the financial statements

Propersty, plant and equipment

Property, plant and equipment s stated at historical cost less depreciation, with the exceplion of assels acquired as part of a
business combination which are imtially recorded at fair value The Group's policy ts ta wrile off the difference between the cost
of all property, plant and equipment, except freehold land, and their residual value on a straight line basis over their estimated
useful lives Rewviews are made annually of the esimated remaining lives and residual values of individual productive assets,
taking account of commeraial and technolagical obsolescence as well as normal wear and Lear, and adjustments are made where
appropriate Under this palicy it becomes impractical to calculate average asset hives exactly However, the total lives range from
approximalely 15 o 40 years for bulldings and 3 to 15 years for plant and equipment All individual assets are reviewed for
impairment when there are indications that the carrying value may not be recoverable By far the bulk of the Group’s ‘plant and
equipment’ asset class relates to the value of plant and equipment at the Groups manufacturing facliies Consequenily, ihe Group
does not seek (o analyse out of this class other items such as motor vehicles and office equipment

Imparrment of non-financial assets

The Group assesses at each year end whether an asset may be impaired If any evidence exists of imparrment, the estimated
recoverable amount 1s compared 1o the carrying value of the asset and an imparment loss 1s recogmised where approprate The
recoverable amount 1s the higher of an asset’s value in use and fair value less costs to sell In addition o ths, goodwill is tested for
imparment at least annually

Non-current assets held for sale and discontinued operations

Non-current assels are classified as assets held for sale and staled al Lhe lower of carrying amount and fair value less casts to sell
if their carrying amount 1s to be recovered prinaipally through a sale transaction rather than through continuing use A discontinued
operation 15 a component of the Group’s business that represents a separate major line of business or geographical area of
operations Classification as a discontinued operation occurs upon disposal or when the operation meets the critena to be classified
as held for sale

Leases

Assets acquired under finance leases are included 1n the balance sheel under property, plant and equipment at an amount
rellecting the fair value of the asset and are depreciaied over the shorler of the lease lerm and therr esuimaled useful life The
capial element of future Jease rentals 1s included in creditors Finance charges are alfocated to the income statement each year in
proporlion to the capiial element outstanding The cost of operating leases Is charged te the income statement as incurred




Denvative finanaal instruments
The Graup uses derivative financial instruments to hedge its expasure to interest rates and short term currency rate fluctuations

Denvative financial nstruments are recorded Initially al cost Subsequent measurement depends on the designation of the
instrument as either (1} a hedge of the fair value of recognised assets or liabilities or & firm commutment {fair value hedge), or (i1} a
hedge of highly probable forecast transachions {cash flow hedge),

(1) Farr value hedge
Changes 10 the fair value of denvatives, for example interest rate swaps and foreign exchange contracts, that are designated
and qualify as fair value hedges are recorded in the income statement, together with any changes in the fair value of the
hedged asset or hability that are attributable to the hedged nisk

(i) Cash flow hedge
The effective portion of changes in the farr value of denvatives that are designated and qualify as cash flow hedges are
recognised 1IN equity The gain or foss relating to the meffective portien s recogmsed immediately in the income statement
Amounts accumulated in equity are recycled in the income statement in the penods when the hedged item will affect profit or
loss {for instance when the ferecast sale thal 15 hedged lakes place) However, when the farecast transaction that s hedged
results in the recognition of a non-financial asset (for example, inventory) or a hability, the gains and losses previcusty deferred
In equity are transferred from equity and included in the imtial measurement of the cost of the asset or liability When a
hedging instrument expires or 1s sold, or when a hedge no longer meets the crtena for hedge accounting, any cumulative gain
or loss extsting In equity at that time remains in equity and 1s recognised when the forecast transaction 1s ulimately recognised
in the income statement When a forecast transaction 1s no longer expected Lo occur, the cumulalive gam or loss that was
reported in equity 15 immediately transferred to the income statement

Certain dervative mnstruments do not qualify for hedge accounting Changes in the fair value of any denvative instruments that do
not qualify for hedge accounting are recognised iImmediately 1n the income statement

Borrowings

Borrawings are recognised (mually at fair value, net of transaction costs incurred Any difference between the proceeds (net of
transaclion cosis) and the redemption value 1s recognised in the income statement over the pencd of the borrowings using the
effective interest method Borrowings are classified as cutrent liabilities unless the Group has an unconditional right to defer
settlernent of the liability for at least 12 months after the balance sheet date

Trade and other payables

Trade and other payatles are recognised initially at fair value and subsequently measured al amortised cost using the effective
interest method

Inventones

Inventories are stated at the lower of cost and net reahsable amount on a first 1n first out basis Cest compnses all expenditure,
including related production overheads, incurred i the normal course of business 0 bringing the inventory Lo 1ts location and
condition at the balance sheet date Net reahsable amount 1s the estimated selling price (n the ordinary course of business less any
applicable variable selling costs Provision 15 made for obsolete, slow moving and defective inventory where appropriate Profits
arising an inter Group sales are ehminated 1n so far as the product rfemains 1IN Group inventory at the year end

Trade and other recevables

Trade and other receivables are recognised intially at fair value and subsequently measured at amorlised cost, using the effective
interest method, less impairment losses A provision for impairment 1s made when there 15 objective evidence that the amount
will not be collectible Such amounts are written down to their estmated recoverable amounts, with the charge being made to
operating expenses

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and short term deposits Bank overdrafts that are repayable on demand and
form an integral part of the Group's cash management are included as a component of cash and cash equivalents for the purpose ot
the cash flow statement

Environmental, restructuring and other provisions

The Group 1s exposed lo environmental labilities relating to 1ts operations and hiabilities arising from the restructuning of 1ts
operations following the acquisition of Unigema Pravisions are made immediately where a constructive or legal obhgation 1s
identified, can be quantified and it 1s regarded as more likely than not that an outflow of resources will be required to settle the
obligation The Group does consider the impact of discounting when establishing provisions and provisions are discounted when the
impact 15 matenal and the tirming of cash flows can be estimated with reasonable certainty
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Group accounting policies

Financial statements

Group accounting policies

Share capital

(8} Investment in own shares

(1 Employee Share Ownershup Trusts
Shares acquired by the trustees, funded by the Company and held for the centinuing benefit of the Company are shown as a
reduction in equity attnbutable to cwners of the parent Movements in the year ansing from addiional purchases by the
trustees of shares or the receipt of funds due 1o the exercise of options by employees are accounted for within reserves and
shown as a movement In equity attributable to owners of the parent in the year Administration expenses of the trusts are
charged to the Company’s income statement as incurred

(i) Treasury shares
Where any Group cormpany purchases the Company’s equity share capital as lreasury shares, the consideration paid,
including any directly atinbutable incremental costs {net of incomne taxes) 1s deducted from equity attributable to the
Company's equity halders until the shares are cancelled, reissued or disposed of Where such shares are subsequently sold
of reissued, any consideration receved, net of any directly attnbutable mcremental transaction costs and the related income
tax effects, s included in equity attnbutable to the Company’'s equity holders

{b) Preference share capital
Preference share capital 1s classified as equity as the Group has full discretion aver the transfer of benefits associated with the
shares

(¢) Dividends

Dividends on preference shares are recognised as a lability on an accruals basis Other dividends are recognised as a hability when
the hability 1s irrevocable Accerdingly, final dividends are recognised when approved by shareholders and intenm dividends are
recognised when paid

Investments

Investments 1n quoted securities are treated as ‘avarlable for sale’ and stated at fair value, being the appropriate quated market
value, with movements in the fair value being recagnised within equily Investments in unqueted secunties are carried at fair
value unless such value cannot be reliably measured, in which case the investments are carnied at cost Investments are subject Lo
impairment testing at each balance sheet date or earlier upon indication of imparment

Held to matunty investments are measured al amortised cost using the effective interest rale methed

Financial risk factors

The Group’s activities expose 1L 1o a vaniety of financial nsks currency nisk, interest-rate nsk, hiquidity nisk, and credit nisk The Group’s
overall risk management strategy 15 approved by the Board and implemented and reviewed by the Risk Management Committee
Delailed inancial nsk management is then delegated tc the Group Finance department which has a speafic policy manual that sets
out guidelines to manage financial risk Regular reports are received from all operating companies to enable prompt identification of
financial nsks so that appropniate action may be taken

Currency risk

The Group operates Internationally and 1s exposed to currency nsk ansing from vanous currency expesures, primanly with respect
to the US Dollar and the Euro Foreign exchange nsk anses from future commercial transactions, recegnised assets and liabilities
and nel mvestments in foreign operations Entities 1n the Group use forward contracts and foreign currency bank balances 1o
manage their fareign exchange nisk ansing from future commercial transactions, recognised assets and habifiies The Group's

rsk management policy 1s to hedge transactional risk up to three months forward The Group has certain investments in foreign
operations whose net assels are exposed to foreign currency translation risk Currency exposure ansing from the net assets of
the Group’s foreign operations 15 not specifically hedged but 1s reduced primarily through borrowings denominated In the relevant
foreign currencies where 1t (s efficient to do so

For 2010, had the Group’s basket of reporting currencies been 10% weaker/stronger than the actual rales experienced, post-lax
profit for the year weuld have been £17m (2009 £8m) lower /higher than reported, pimanly as a result of the translation of the
prefits of the Group’s overseas entities, and equity would have been £19m (2009 £11m) tower/higher

Interest rate risk

The Group has both interest bearing assets and labilities The Group has a policy of maintaining at least 50% of its gross borrowings
at floating interest rates and at 31 Decernber 2010 over 75% of Group borrowings were at floating rales At the ume of the
Unigema acquisition, the Group was required to fix a preportion of its debt and had a £100m swap at a fixed interest rate for a
period of 3 years This swap expired on 31 January 2010 Duning 2010, in order Lo provide a hedge against iis floating rate debt, the
Group 1ssued a ten year fixed rate $100m loan note

Based on the above, had interest rates moved by 10 basis pomts in the lerritones where the Group has substantial borrowings, post
tax profits would have moved by £0 2m {2009 £0 2m) due to increased interest expense on the Group's fleating rate barrewings



Ligundity risk

The Group actively maintains a mixture of long-ierm and short-term commitied facilities designad Lo ensure the Group has sufficient
funds available for operations and planned investments The Group afso has a share buyback programme which 1s managed to
ensure the efficiency of the Group's funding structure

On a reqular basis, managerment monitors forecasts of the Group’s cash flows against both internal targets and those targels
imposed by external lenders As shown i note 20, the Group has substantial committed, unused facilities and the directors are
confident this situation wilt remmamn the case for the foreseeable future

Credi! risk

The Group has no significant concentrations of credit sk 1L has palicies in place lo ensure that sales of products are made to
customers with an appropriate credit luslory Dervalive counterparties and cash ransaclions are imited to high-credit quality
financial institutions The Group has policies that hmit the amount of credit exposure to any financial institution

Caputal risk managerment

The Group’s objectives when manaqing capital are to safeguard the Greup’s ability to continue as a going concern in arder 1o provide
returns for shareholders and benedits for other stakeholgers, as well as maintaining an optimal capetal structure to reduce overall
cost of capital

In order to mamtain this optimal structure, the Group may adjust the amount of dividends paid, ssue new shares, return capital to
shareholders or dispose of assets o reduce net debt

Underlying growth coupled to Return on Invested Capital (ROIC) 1s the key perceved driver of shareholder value within the Group
The acquisition of Uniqema reduced the ROIC, but also reduced Weighted Average Cost of Capital {WACC) since the deal was
predominantly financed through debt The Group’s targei 1s io maintain the ROIC at a higher level than the WACC, a target achueved
IN 2810 In addition, the Group employs two widely used ratios to measure our ability 10 service our debt Both net debt/EBITDA
and EBITDA interest cover were ahead of target in 2010

The Group was in cornpliance wilh 1ts covenanl requirements throughout the year

Addionat information on performance against key performance ndicators can be found in the Financial review on page 10
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Notes to the Graup

accounts

Financial statements

Notes to the Group accounts : :

1 Segmental analysis

Al 31 December 2010 the Group continued to be organised on a worldwide basis into two main business segments, relaung Lo the
manufacture and sale of the Group’s products which are destined for either the Consumer Care market or the market for Industrial
speaalities These are the segrents for which summary management information 1s presented to the Group's Finance and
Executive Commuitees, which are deemed to be the Group’s Chiel Operating Decision Makers There 15 no material trade between
segments Segmental results include items directly attributable to a specific segment as well as those that can be allocated on a
reasonable basis Segrment assets constst primanly of property, plant and equipment, goodwill, inveniones and trade and other
receivables

2010 2009
fm £m

Income statement
Revenue - continuing operations
Consumer Care 516 4 45317
Industnial Specialities 4855 3744
Total Group revenue 1,0019 8275
Operating profit - continuing operations before exceptional items
Cansumer Care 136 5 1036
Industnal Specialities 621 179
Total Group operaling profit befare exceptional items 198 6 1215
Balance sheet
Total assets
Segment lotal assets
Consumer Care 5170 4817
Industrial Specialiiies 3167 3700
Total segment assels 8337 8517
Assets classified as held for sale 06 -
Tax asseis 681 739
Cash, other financial assets and other investments 788 575
Total Group assets 9812 9831

The Group manages (ts business segments on a global basis The operations are based mainly in the following geographucal areas,
Europe, wilth manufactuning sites 1n the UK, France, Holland, Italy and Spain, the Americas, with manufacluring sites in the USA and
Brazll, and Asia, with manufacturing sites in Singapore, Japan, (ndia and Indonesta The Group 1s domicited (n the UK

Of the excepticnal items in operating profil in 2009, £11 9m relales lo the Consumer Care segment, whilst £5 3m refates to the
Industnal Specaliues segment

The Group’s revenue from external custorners i the UK 15 £53 3m (2009 £48 8m), in Germany 1s £106 5m (2009 £95 8m}, in the
US 1s £221 8m {2009 £182 3m) and the total revenue from external customers in other countries 1s £620 3m (2009 £500 6m)

The toial of non-current assets, other than finanaal instruments and deferred tax assets, located in the UK 15 £74 2m
(2009 £52 6m) and the total of the non-current assets located in other countries s £262 9m (2009 £303 6m) Goodwill has net
been spht by geography as this asset 1s not attnbutable to a geographical area

Ng single exlernal custemer represents more than 5% of the total revenue of the Group




2 Net operating expenses

2010 2009
£fm £fm

Analysis of net operating expenses by function
Distribution costs 423 403
Administrative expenses 766 714
1189 17

Additonal information on the nature of operating expenses, including depreciation and employee costs, 1s provided in note 3

3 Profit for the year

2010 2009
fm fm
The Group profit for the year is stated after charging
Depreciation and amortisation (note 13 & 14) 342 356
Staff costs (note 10) 1822 1725
Redundancy costs
Non exceptional 06 02
Exceptional - 152
Inventones
Cost recogrised as expense in cost of sales 6594 6675
Provision release in year (5 6) (49)
Loss /(profit) on disposal and wiite off of fixed assets 09 (02)
Research and development 210 211
Hire of plant and machinery 18 18
Other cperating lease rentals 48 51
Bad debt expense {note 18) 16 27
2010 2009
£m fm
Services provided by the Group's auditors
Audit services
Fees payable to Company audilor for the audit of parent company and consoldated
accounts 01 01
Other audit services
Fees payable 1o the Company’s audilor and its associates for other services
The audit of the Company's subsidianes pursuant to legislation 07 07
Tax services 03 02
Advisary services 01 -
12 10

Advisory services relate (o a compuler system implementation in India As the Group has a number of similar implementations

scheduled, 1t 15 likely that the amount paid in respect of advisory services wiil increase 1n the coming years

Exceptronal items

The prior year conlinuing operations’ exceptional itemns related Lo the closure of the Graup’s eperations at Wilton on Teesside United

Kingdom The closure vas completed m 2010 with no further exceptional cost
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Financial slalements

Notes to the Group accounts

4 Net financial expenses

2010 2009
£m £m
Financial expenses
Syndicated acquisitien funding 34 115
5300m US loan note due 2020 35 -
2010 Club facility due 2015 06 -
Other bank loans and overdraits 32 42
107 157
Finanaial income
Expected return on pension scheme assets less interest on scheme habilities (note 12) (23) (07)
HI1G Capital LLC loan note (12) {10}
Bank interast recevable and similar income 09 (0 5)
(a4 4) 22)
Nel financial expenses 63 135
5 Tax
2010 2009
£m £m
(a) Analysis of tax charge for the year
Continuing operations
United Kingdom current corporate tax 04 03
Overseas current corporate taxes 472 272
Current tax 476 275
Deferred tax (note 6} 149 57
625 332
2010 2009
£m £m
(b) Tax on items charged to equity
Deferred tax on actuanal movement on retrement benefit iabilities 12 (385)
Deferred tax on share based payments 37 (10)
(25) (395)
2010 2009
£m £m
(c) Factors affecting the tax charge for the year
Profit before tax from continuing operations 1923 908
Tax ai the standard rate of corporation tax mn the UK, 28 0% {2009 28 0%) 538 2514
Effect of
Prior years' over provisions (06) (059
Tax cost of remitting overseas income to the UK 04 05
Expenses and wite offs not deducuble for 1ax purposes 01 31
Effect of higher overseas tax rates 88 47
625 332




6 Deferred tax

2010 2009
fm £m
The deferred tax balances included in these accounts are attnibutable to the following
Deferred tax assets
Reurement benefit obligations 429 535
Restructuring provistons - 20
Other provisions 252 18 4
681 739
Deferred tax habihties
Excess of capital allowances over depreciation 397 319
Revaluation gains 19 19
Other 14 14
430 3572
The movement on deferred tax balances duning the year 1s summarnsed as follows
Deferred tax charged through income statement
Continuing operations before exceptional items {14 9) {7 8)
Discontinued operations before exceplional items - 14
Exceplional items (13) 57
Deferred tax crediled directly to equily (note 5b) 25 395
Exchange differences 01 {03)
(13 6) 385
Net balance brought forward 387 02
Net balance carned forward 251 387
Deferred tax charged through the income statement relates to the following
Reslructunng provistons (20} (08)
Retrement benefit obligations (73) (8 4)
Excess of capital allowances over depreciation (83) 55
Exceptional ilems (13} 57
Other 27 {(z7)
{16 2) 7

Deferred tax 1s calculated in fulf on temporary differences under the hability method at a rate of 27% (2009 28%) in the United

Kingdom and at rates appropriate to each overseas subsidiary

Deferred tax assets have been recognised in all cases where such assets arise, as 1L 1s probable the assets will be recovered

Deferred 1ax 15 only recogrised on the unremiited earnings of overseas subsidianes to the extent that remittance 15 expected in the

foreseeable future If all earnings were remitied, an additional £2 1Tm (2009 £2 6m) of tax would be payable

All movements on deferred tax balances have been recognised i income with the exception of the charges shown in note 5(b},

which have been recognised direcily within eguity
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Notes to the Group
accounts

Finanaial staiements

Notes to the Group accounts . :

7 Discontinued operations

In May 2010, the Group sold its Emmerich site and associated business in Germany 1o KLK Emmench GmbH, a subsidiary of the KLK
Group (Kuala Lumpur Kepong Berhad), for €55 0m The Emmench site produced fatty acids and glycenne, most of which were sold
into the Industnial Specialities market The profit before tax on the sale of the site of £0 9m has been disclosed as exceptional As
part of the transaclion, KLK assumed the [AS 19 retiremant benefit obligations relating Lo the business of €38 4m such that cash
recewvable by the Group was €16 6m The sale represents a further exit Irom the commodily oleochemicals sectar and largely
completes the Group’s restructunng programme established following the 2096 acquisitien of Unigema

in April 2009, m line with the same strateqy to reduce exposure to basic commodity sectors, the Group announced the closure of its
operations al Bromborough in Merseyside, United Kingdom This represented an exit from the commodity oleochemicals seclor n
the UK Thera was an exceptional pre-tax credil of £3 0m in 2010 in relation to this discontinued business

Since the balance sheet date, in January 2011, the Group has compleied the sale of its 60% halding 1 1ts Korean joint venture,
Croda Woobang, to the Korean joint venture partners for a cansideration of £2 2m 1t 15 expected that this will generate a profit on
disposal of £0 5m The trading results of Croda Woobang have been classified as discontinued and the company’s assets have been
classified as “held for sale” n the Group balance sheet

The impact of the eperations discontinued in 2010 and 2009 15 as follows

2010 2009
£m £m
Revenue 46 6 1183
Net aperating expenses (48 0) {(1250)
Pre tax operating results from discontinued cperations (14 (67
Tax 05 21
Post tax operating results fram discontinued operations (09) (46)
Profit/(loss) on disposal 39 (32 8)
Tax (18) 38
Net exceptional profit/(loss) on disposal 21 {29 0)
Total profit/(loss) after tax from discontinued operations 12 (336)
Cash flows from discontinued operations
Net cash flows from operating activilies (6 0) 63




8 Earnings per share

Continuing  Discontinued Continung  Discontinued
Total  operations operations Total  operations operations
2010 2010 2010 2009 2009 2009
£m £m £m £m fm fm
profut for the year before exceptional items 1289 1298 (09) 681 727 {46}
Exceplional items 21 - 21 (44 1) (15 1) (290)
Non-controlling interesls and preference
dividend (03} @) 02) 03) 1y o2
Earmings altributable o ordinary shareholders 1307 1297 10 237 575 (33 8)
Number Number Number Number Number Number
m m m m m m
Weighted average number of 10p ordinary
shares n 1ssue for basic calculation 1360 1360 136 0 1350 1350 1350
Deemed issue of potentaally didutive shares 29 29 29 23 23 23
Average number of 10p ordinary shares for
diluted calculation 1389 1389 1389 1373 1373 1373
Pence Pence Pence Pence Pence Pence
Basic earnings per share 96 1 176
Basic earnings per share before exceptional
items 94 6 502
Basic earnings per share frem continuimg
operalions 954 426
Basic earnings per share from continuing
operations before exceptional items 954 538
Basic earnings per share from discentinued
operalions 07 (25 0}
Diluted earnings per share 941 173
Diluted earnings per share before exceptional
items 926 494
Diluted earnings per share from continuing
aperations 934 419
Diluted earnings per share from continuing
operalions before exceptional items 934 529
Diluted earnings per share from discontinued
operations 07 (24 6)

Basic earnings per shaie s caleulated by dviding the earmings attnbutable to ordinary shareholders by the weighted average
number of ordinary shares 1n 1ssue duning the year, excluding these held in the employee share trusts (note 25) which are treated

as cancelled as excepi for a nommal amount, dividends have been waived

For diluted earmings per share, the wesghted average number of ordinary shares in issue 1s adjusted to assume conversicn of alt

potentially dilutive ordinary shares

Additional earnings per share measures are included above to give a better indication of the Group’s underlying performance
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S Dividends
2010 2009
Pence per Pence per
share £m share £m
Ordinary
intenim
2009 interim, paid October 2009 - - 650 88
2010 intenm, paid October 2010 975 133 - -
Final
2008 final, paid June 2009 - - 1355 182
2009 final, paid June 2010 1500 204 - -
2475 337 2005 270
Preference (paid June and December} o1 01
Oividends paid to nen-controlling interests 02 03
340 2714

The directors are proposing a final dividend of 25 25p per share, amounting to a total dividend of £34 4m, in respect of the finanaial
year ended 31 December 2010

It will be paid on 3 June 2011 to shareholders reqistered on 3 May 2011 and has nol been accrued in these financial slatements
The tolal dividend for the vear ended 31 December 2010 15 35 0p per share (£47 7m)

10 Employees

2010 2009
£m £m

Group employment costs including directors
Wages and salanes 1318 1330
Share based paymenl charges (note 23) 158 69
Social secunly costs 206 204
Other pension costs (note 12) 140 122
Redundancy cosls 06 i54
1828 1879
2010 2009
Number Number

Average employee numbers by function

Production 2,115 2,327
Selling and distnbution 759 769
Administration 429 447
3,303 3,543

As required by the Companies Act 2006, the figures disclosed above are weighted averages based on the number of employees at
each month end and wnclude executive directors

Al 31 December 2010, the Group had 3,174 {2009 3,461) employees in total




10 Employees (continued)

2010 2009
£m £m

Key management compensation including directors
Wages and salanes 58 54
Share based payment charges 18 12
Social secunity costs 09 08
Cther pension costs 05 04
90 78

Key management comprses the members of the Board, Group Executive Committee and Group Finance Comriliee

11 Directors’ remuneration

Cetailed information concerning direclors’ remuneralion, interests and options 15 shewn i the parts of the directors” remuneration
report subject to audit on pages 35 to 39 which form part o the annual repart and accounis

12 Retrremnent benefit habilities

The Group operates a number of retirernent beneiit schernes throughout the world The principal schemes are In the UK and cover
the vast majonty of the Group’s UK employees These schemes are of the defined benefit type with assets held in separate trustee
administered funds and are funded In the US, the Group operates a (unded defined benefit scheme as well as providing unfunded
post-relirement medical benefits for employees In other countries, benefits are determined 10 accordance with local practice and
regulations and funding 1s provided on several bases

Defined benefit schemes
The amounts recognised In the balance sheet in respect of these schemes are as {ollows

2010 2009
fm £fm

Present value of retirement beneht habilities
UK - pension schemes (603 4) (569 7)
UsS - pensien and medical schemes (106 4) (99 4)
Rest of world {799) {111 4)
(789 7) {780'5)

Fair value of schemes' assets

UK - pension schemes 503 4 453 2
US - pension and medicat schemes 66 6 578
Rest of world 71% 66 0
6419 5770
Net liability (147 8) {203 5)

The gross and net liabuity above includes an amount of £22 ém 10 respect of unfunded schemes (2009 £54 &m)
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12 Retirement benefit iabilities (continued)

2010 2009
£m £em
Movement In present value of retirement benefit habilities in the year
QOpening balance 7805 609 3
Current service cost 1038 85
Past service cost 01 -
Settlements on restructuring and disposal of businesses (332) ©7)
Interest cost 421 370
Actuanal loss 175 1742
Contributions paid In
Employee 22 23
Benelits paid (28 5) (29 6)
Exchange differences on overseas schemes (18) (205)
7897 7805
Movement in fair value of schemes' assets in the year
Opening balance 5770 5208
Expected return 444 377
Transfer on disposal of business (0 4) -
Actuanial gain 212 324
Contributions paid i
Employee 22 23
Employer 27 6 257
Benefits paid out (28 5} (29 6)
Fxchange differences on overseas schemes (16) (117
6419 5770
The actual return on scheme assets in the year was £65 6m (2009 £70 1m)
2010 2009
£m fm
Cumutative actuarial losses recogrused in equity
Opening balance 96 0 (73)
Net actuarial {(gams)/lesses charged in year (2 5) 1033
935 960

Total employer contributions to the schemes in 2071 are expected to be £22 8m



12 Retirement benefit habilities (continued)

20190 2009
£m fm
Analysis of amounts recogmsed 1n income statement
Charged to operalng prafit
Current service cost 108 85
Pasl service cost 01 -
109 85
Credited to net inancial expenses
Interest on scherne habihties 421 370
Expected return an assets {44 4) (377)
23 (07)
Net charge 1o income statement before tax 86 78

0f the amount charged to operating profit, £8 8m (2009 £6 8m) was included in cost of sales and £2 2m (2009 £1 7m) was

included in admimistrative expenses

in all territones, including the UK, assumptions regarding future mortality experience are set based on advice from the Group's
acluaries, published statistics and expernience in each terntory The following mortafity tables have been used in respect of the
Group's key schemes UK PA92 Calendar year 2005 -3 for current non-pensioness and PA92 Calendar year 2005 -2 for pensioners,

USA UP 1994 Projected io 2002 by Scale AA, Metherlands AG Prognoseiafel 2008-2050

UK pension schemes

The financial assumptions used Lo assess the UK schemes’ liabilities were 2010 2009
Valuation method Projected unit Projectad unit
Discount rate 5 5% 57%
Inflation rate 38% 38%
Rate of increase in salaries 4 8% 5 0%
Rate of increase for pensions in payment 36% 38%
Expected return on scheme assets 3 0% 80%

2010 2009

The assets in the schermes compnised % of fair value % of fair value
Equilies 425 583
Bonds 209 16 1
Praperty 77 83
Other 289 173

1000 1000

For {funded schemes throughout the Group, the expected return on scheme assets has been derived as the weighted average of
the expected returns from each of the main assel classes The expected return for each class reflects a combinatign of historical
perfermance analysis, the forward looking views of the financial markels {as suggested by the yields avaitable) and the views of

Investment organisations

History of UK schemes’ deficits and expenence gains 2010 2009 2008 2007 2006
and losses £m £fm £m £m £m
Present value of retirement beneht habilities (603 4) (569 7) (397 2) (483 4) (506 7
Fair value of scheme assels 503 4 4532 3990 4759 4210
Net (hability) /asset {100 0} (116 5) 18 (75) (85 7)
Experience gan/(loss) on assets 362 236 (1099) (121 94
Expenience (loss)zyamn on habilities {12 1) (1659} 1037 (2N 03
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12 Retirement benefit habilities (continued)

us pension and post-retirement medical schemes
The financial assumptions used 1o assess the US schemes” abilities were

2010 2009
valuation method Projected unit Projected unit
Discount rate 54% 5 8%
Rate of increase in salaries 40% 40%
Expected return on scheme assets 83% 8 3%
medical cost inflation rate 8 0% 8 5%

A 1% change i the assumed medical cost inflation rate would alter the charge lo the income statement by £0 2m and the

accumulated hability by £1 7m

The assets in the schemes comprised 2010 2009
Y% of fair value % of fair value
Equities 421 385
Government bonds 398 415
Other 181 200
1000 10090
History of US schemes’ deficits and experience gains 2010 2009 2008 2007 2006
and Josses £m £m £m £m £m
Present value of relirement benefit labifities (106 4) (99 4) {102 9) (76 5) (71 4)
Fair value of scheme assets 66 6 578 597 562 454
Net liabibity (39 8} {416) {432) (203) (26 0)
Experience gain/{loss} on assets 36 60 {149) {2 4) 02
Experience (loss}/gain on liabihties (40) (54) 25 {95) 16

Other defined benefit schemes

The Group has retirement benefi habiliies in a number of other terntortes, notably Holland, and all schemes have been established
in line with local custom and peactice The Dutch defined benefit scheme has a net obligation of £0 5m (2009 £6 0m) compising a

gross liability of £70 3m and assets of £69 8m

The financial assumptions used to assess the Dutch scheme habilities were

2010 2009

Valuation method Projected unit Projected unit
Discount rate 5 7% 53%
Inflation rate 23% 23%
Raie of increase in salaries 3 0% 3 0%
Rate of increase for pensions 1N payment 23% 2 3%
Expected return on scheme assets 62% 6 1%
2010 2009

Defined contribution schemes £m £&m
Contributions paid charged to operating profit 31 37




13 Intangible assets

Goodwill 15 tested at each year end for impairment with reference to the relevant cash generating unit’s (CGU) recoverable amaount
compared to the unit’s carrying value including goodwill The relevant CGU when testing the Unigerna goodwil of £193 4m is the
Group’s Consumer Care operating segment The recoverable amaount 15 based on value In use calculations using pre-tax discounted
tash flow projections based on the Group’s current year results and a future growth rate of 3% (2009 3%)

The cashilows have been discounted using the Group’s welghted average cost of capital, which for these purposes has been
calculated to be approximately 7 5% before tax (2009 6 8Y%)

The key assumptions underpinning the forecast employed in the value in use calculation reflect a prudent view of past expenence
and are thai market share will not change sigruficantly and that gross and operating margins will remain broadly constant The
directors believe there are no significant changes m assumptions which would give nise 10 an impairment charge in the year

Computer
Goodwill  software Total
fm fm £m

Cost
AL 1 January 2009 2004 45 2049
Exchange differences - (05) (05)
Dispasals and write offs - (21} 2N
At 31 December 2009 2004 19 202 3
At T january 2010 2004 19 2023
Additions - 05 05
Reclassified from properly, plant and equipment - 42 42
Disposals and write offs (05) (02) (07)
At 31 December 2010 199 ¢ 64 206 3
Depreciatien and impairment losses
At 1 January 2009 01 14 15
Exchange differences - (1) (01)
Charge for the year {note 3) 01 08 09
Disposals and write offs - 20) 20
At 31 December 2009 02 01 03
At 1 January 2010 0? 01 03
Exchange differences - (o1 (on
Charge for the year {note 3) - 13 13
Reclassified from property, plant and equipment - 16 16
Disposals and write offs (01} (02) {03)
At 31 December 2010 01 27 28
Net carrying amount
Al 31 December 2010 1998 37 2035
Al 31 December 2009 2002 18 2020
At 1 January 2009 2003 31 203 4
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14 Property, plant and equipment

land and  Plant and

bulldings equipment Total
£m £fm fm

Cost
Al 1 January 2009 146 6 5024 6490
Exchange differences {118) (43 6) (55 4)
Additions 94 307 401
Business disposals and closures (157 (56 9) (72 6)
Other disposals and write offs 07 (89) (96)
At 31 December 2009 1278 4237 5515
At 1 January 2010 127 8 4237 5515
Exchange differences 10 06 16
Additions 68 344 412
Business disposals and closures (12 1) {443} {56 4}
Other disposals and write ofts (16) {10 4} {120}
Reclassified as computer sofiware - 42y (42}
Reclassified as held for sale (note 7) - 29 (29
At 31 December 2010 1219 396 9 518 8
Depreaation and impairment losses
Al 1 January 2009 451 2115 2566
Exchange differences (55) (24 7) (302)
Charge for the year 45 302 347
Business disposals and closures (50) (37 3) (42 3)
Other disposals and wriie offs (06) (85) {91)
At 31 December 2009 385 1712 2097
AL | January 2010 385 1712 2097
Exchange differences (0 4} (02) {06)
Charge for the year 41 288 329
Business disposals and closures (35) (24 &) (28 1)
Other disposals and write offs (0 4) (102) (106)
Reclassified as computer software - {16) (16)
Reclassified as held for sale (note 7) - {23 (23)
At 31 December 2010 383 1611 19% 4
Net book amount
At 31 December 2010 836 2358 319 4
Al 31 December 2009 893 2525 3478
AL 1 January 2009 1015 299 3924

The net book value of assets held by the Group under finance leases for plant and equipment at 31 December 2010 was £0 7m
(2009 £07m) The leased equipment secures the lease obligations in nole 20 No olher fixed assels have been pledged as secunty
for habilities




15 Future commitments

2010 2009
fm tm
Group capital projects
At 31 December 2010 the directors had authonsed the following expenditure on
capnal projects
Contracled but not provided for
Properly, plant and equipment 82 100
Intangible assels 01 -
Authorised but not contracted for
Property, plant and equipment 427 188
Intangible assets o1 -
511 288
Operating leases - mimimum lease payments
Al 31 December 2010 the Group's future minimum oaperating lease commitments were
due as follows
Within one year
Land and buildings 17 30
Other 04 06
From one to five years
Land and bulldings 34 52
Other 15 16
Alter five years
Land and buwildings 34 27
104 131

The Group leases vanious buildings, vehicles and other plant and equipment under non-cancellable operating lease arrangements

The leases have vanious lerms typical of lease agreements for the particular ctass of asset

16 Investments

2010 2009

fm £m

HIG Capral LLC foan note 131 17
Other investments 09 08
140 125

Loan note

The Group recerved a US $ denominated loan note as parl of the consideration for a business disposal in 2008 The nole 15 held

directly by one of the Group's US subsidianies 1t1s classified as a held to matunty investment and carries a notional coupon of 6 0%

per ennum payable at matunity Cn receipt the loan was valued at a discount rate of 9 5% being the estimated market rate at the

time applicable to the issuer The US $ balance 1s lranslated 1o Sterling at the prevailing year end exchange rate

Other investments

Other investments of £0 9m (2009 £0 8m) comprise equity secunties classified as avallable-for-sale and are included at cost, as fair

value cannot be measured reliably, or, If quoted on an active market, at markel value
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17 Inventories

=/

N

2010 2009
fm £m
Raw materials 295 277
Waork In progress 274 89
Finished goods 1077 1123
164 6 1489
The Group consumed £659 4m (2009 £667 5my) of inventores dunng the period
18 Trade and other receivables
2010 2009
£Em fm
Amcunts faling due within one year
Trade recervables 1336 13114
Less provision for impairment of recervables (67) {52)
Trade recervables - nel 126 9 1262
Other receivables 155 234
Prepayments 38 94
146 2 1590
The ageing of the Group’s year end overdue receivables againsl which no provision 2010 2009
has been made 15 as follows £m £m
Not impaired
Less than 3 months 121 121
3 1o 6 months 03 11
Over 6 months - 04
124 136

The individually impaired receivables relate to customers in unexpecledly difficult economic circumstances The overdue receivables
against which no provision has been made relate to a number of customers for whom there 15 no recent history of deiault nor any

other indication that settlement will not be forthcoming

Movements on the Group’s provision for impairment of trade receivables are as follows 2010 2009
£m £m

AL 1 January 52 35
Exchange differences 02 (G 4)
Charged o income stalement 16 27
Net wnte off of uncollectible recevables {03) (06)
At 31 December 67 52

Amounts charged 1o the mcome stalement are included within administrative expenses The other classes of recevables do nat

contain impaired assets

The carrying amounts of the Group's recetvables are denominated in the following 2010 2009
currencies £m £m
Sterling 132 273
us Dollar 399 349
Euro 597 66 0
Other 334 308
146 2 1590




19 Trade and other payables

2010 2009

£m £m

Trade payables 617 591
Taxation and social secunty 11¢ 79
Other payables 244 247
Accruals and deferred income 814 873
1785 1790

20 Borrowings, other financial liabilities and other financial assets

This note should be read in conjunction with the further iquidity disclosures in our accounting pelicies note and the Finanaial review

207¢ 2009
fm £m
Current
Assets
Trade and other receivables {excluding prepayments) 142 4 1496
Liabiliies
Trade and other payables {excluding taxation, social secunty, accruals and deferred
INCome) 861 838
Interest rate swaps - 03
Syndicated acquisition funding - 300
Other unsecured bank leans and overdralts due within one year or on demand 29 182
Obhgations under finance leases 04 03
89 4 1326
Non-current
Liabilities
2010 Club faality due 2015 2106 -
5100m fixed rate 10 year bond 637 -
Syndicated acquisitton funding - 2355
€136m term faality - 338
Other unsecured bank loans 71 152
Cbligations under finance leases 04 05
2818 2850

The syndicated acquisition funding facility and €136m term facility were repaid in full dunng the year upon renegotiation of the
Group's bank financing A new Club facility was put in place tn November 2010 which falls due for repayment upon expiry of the

agreement 1 2015 tnterest s charged at a fleating rate based on LIBOR or EURIBOR, depending upon the drawdown currency, plus

a vanable margin The margin the Group pays on its borrowings aver and above standard rates is deterrmined by the Group's net

debt to EBITDA ratio
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20 Borrowings, other finanual habilities and other financial assets {continued)

2010 2009
£m fm
Maturity profile of financial habilities
Repayments fall due as follows
within one year
Bank loans and gverdrafts 29 432
Interest rate swap - 03
Obligations under inance leases ] 03
33 48 8
Afler more than one year
Loans repayable
within one lo two years 04 2845
Within two to five years 2173 -
Five years and over 637 -
Obhgations under linance leases payable between years two and five 04 05
2818 2850
The minimum lease payments under finance leases fall due as follows
wilhin one year 04 03
within two to five years 05 06
09 09
Future finance charges on finance leases (01) (01}
Present value of finance lease liabilities 08 08
2010 2009
fm £m
Undiscounted matunty analysis of finanaial liabahities
Within ene year
Bank loans and overdrafis 30 48 8
Obligatiens under finance leases 04 03
34 491
After more than one year
Loans repayable
Within cne {0 lwo years 04 290 1
within two Lo five years 2358 -
Five years and over 941 -
Obligations under finance leases 05 06
3308 2907

The analysis above includes estimated interest payable 1o maturity on the underlying loans For the loans due afier more than one

lwo years, £21 5m (2009 £N) within two to five years and £11 4m {2009 £NIl} beyond five years

year £8 0m (2009 £3 8m) of the interest falls due within one year of the balance sheet dale, £8 1m (2009 £1 8m) within one to



20 Barrowings, other finanaial habilities and other financial assets (continued)

Interest rate and currency profile of Group financial kabihities

Fixed rate

Weighted average
Interest Fixed
Total Fixed Floating Rate pernod
fm £m £m {%) (years)

Sterhing 1016 - 1016 - -
Us Dollar 763 637 126 594 91
Euro 104 3 - 104 3 - -
Other 29 - 29 - -
At 31 December 2010 2851 637 2214 594 91
Sterling 147 4 1000 474 519 01
us Dollar 62 4 - 624 - -
Eurc 1235 - 1235 - -
Other 05 - 05 - -
At 31 December 2009 3338 1000 2338 519 01

fnterest rate nsk

Duning 2010, to provide a hedge against the Greup's floating rate debl, the Group ssued a ten year fixed rate $3100m loan note The
loan note 1s repayable n 2020 and carues a fixed rate of 5 94% The interest rate swaps held as a cashflow hedge at the 2009 year

end expired on 31 January 2010

As at 31 December 2010, aside from the $100m foan note, all Group debt and cash was exposed to repnicing wittun 12 months of

the balance sheet dale

Al 31 December 2010, the Group’s iixed rate debt was at a weighled average rale of 5 94% (2009 5 19%) The Group’s floating

rate liabilities are predominantly based on LIBOR and its overseas equivalents

Fair values

The table below details a comparisan of the book and farr values of the Group’s financial assets and labilities Where there are no
readily available market values 1o determine fair values, cash flows relatng to the various insiruments have been discounted at
prevailing interest and exchange rates to give an estimate of farr value

Book value  Faw value  Book value  Fair value

2010 2010 2009 2009

£m £m £m £m

Cash deposits 64 8 648 450 450
Other investments 140 140 125 125

2010 Club factity due 2015 (210 &) (210 6) - -

$100m fixed rale 10 year bond 63 7) (65 7) - -
Syndicated acquisition funding - - {265 5) (265 9)
€136m term faciity - - (338) (338)
Other bank borrowings (10 0 (10 0} (334) (33 4)
Obhgations under ftnance leases {0 8} (0 8} (08) {0 8)
Interest rale swaps - - {03) (03)

For financial instruments with a rernaining lefe of greater than one year, fair values are based on cash flows discounted at prevaiing
interest rates Accordingly, the fair value of cash deposits and short term borrowings approximates 1o the book value due tg the
short maiunty of thcse instruments The same applies to trade and other recervables and payables excluded from the above

analysis

As noted in the accounting policies note on page 55, the Group’s management o+ it> currency nisk includes the use of lorward
forcign carrency coniricts The far vaiue of the contracts in place at 31 December 2010 was £0 2m (2009 £0 4m)
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20 Borrowings, other financial habilities and ather financial assets {continued)

Financial instruments
Effective 1 January 2009, the Group adopted the amendment to IFRS 7 for financial instruments that are measured in the balance
sheet at fair value This requires disclosure of fair value measurements by level of the following huerarchy

e Quoled prices {unadjusted) In active markets for dentical assels or liabiiilies (level 1),

& Inputs ather than quoled prices included within tevel 1 ihat are obseivable for the asset or hability, either directly {that 1s, as
prices) or indirectly (that s, derived from prices) (level 2}, and

« Inpuis for the asset or hability that are not based on observable market data (that 15, unobservable inputs} (level 3)

All of the Group’s linancial instruments are classified as level 1

Borrowing facilities

As al 31 Decermnber 2010, the Group had undrawn committed faciiies of £194 1m (2009 £MNIl) expinng in more than two years,
ENIl (2009 £96 1m) expiring between one and lwo years and £NIl (2009 £31 8m) expinng within one year In additien the Group
had other undrawn facilities of £67 8m (2009 £27 2m}) available

21 Provisions

Environmental Restructuring  Discontinued Other Total

£m £m £m £m fm

At 1 January 2010 13 4 249 70 98 551
Exchange differences 02 - - 01 03
Charged to income slatement - pre-exceplional - - - 15 15
Released to income slatement - exceptional - - - (20) 20
Cash paid against provisions (15) (108) (70) {4 4) (237)
At 31 December 2010 121 141 - 50 312
Analysis of total provisions 2010 2009
£fm £m

Current 179 306
Non-currend 133 245
312 551

Provisions are made where a constructive or legal obligation can be quantified and where the uming of the transfer of economic
benefits relating to the provisions cannot be ascerlained with any degree of certainty

The environmental provision relates to soil and petential ground waler contamination on a number of sites, both currently in use
and previously occupied, in Europe and the Amercas Restructuring provisions relate lo the remaining costs associated with the
ongaing plans ta finalise the integration of the Unigema business acquired in 2006 with the existing Croda businesses and the
remaining costs associated with the closure of our Wilton site

In relation to the environmental provision, the direclors consider that the balance will be utilised within 20 years With regard Lo the
restructuring provision, the directors’ view 1s that the balance will be largely utilised duning 2011 Based on Information currently
avallable and on the detatled plans established for the restructuning of the Group, this tevel of provision 1s considered appropriate by
the directors The Group has considered the impact of discounting on tts provisions and has concluded that, as a consequence of the
sigrificant ulihsation expecled in a relatively short timescale, the impact 1s iImmatersal




22 Ordinary share capital

Ordinary shares of 10p 2010 2009
£m £m
Authonised at 1 January and 31 December Z
230,744,890 ordinary shares of 10p each (2009 230,744,890} 231 231 2 g
Allotted, called up and fully paid at 1 Januvary and 31 December % Fa
139,949,969 ordnary shares of 10p each (2009 139,949,969} 140 140 w g
b
=l

In 2010, oplions were granted to employees under the Croda Savings-Relaled Share Option Scheme 1983 to subscribe for 94,501
ordinary shares at an optian price of 1144p per share and under the Croda International Overseas Sharesave Scheme to subscribe
for 308,455 shares al an oplion price of 1144p per share No oplions were granted in 2010 under the Semor Execulive Share Option
Scherne No-cost oplions Lo subscribe tor 212,991 erdinary shares were granted under the Long Term Incentive Plan duning the year
and no cost options over a further 220,121 shares were granted under the Bonus Co-lnvestment Plan

Duning the year consideration of £2 1m was received on the exercise of oplions over 549 229 shares The oplions were satisfied
with shares transferred from the Group’s employee share trusts Since the year end a further 83,750 shares have been transferred
from the trusts

There are outstanding oplions te subscribe for ordinary shares as follows

Year option Number of
granted shares Price  Options exerasable from
Croda Savings-Related
Share Option Scheme 2005 4029 328 1 November 2010 io 30 Apnit 2011
2007 2,724 520p 1 November 2010 tc 30 Aprll 2011
2008 127,996 509p 1 Novemnber 2011 to 30 Apnil 2012
2009 158,000 533p 1 November 2012 to 30 Apnl 2013
2010 94,219 1144p 1 November 2013 to 30 Aprii 2014
Croda International Overseas
Sharesave Scheme 2008 218,087 509p 1 November 2017 to 30 Novemnber 2011
2009 285,808 S33p 1 November 2012 to 30 November 2012
2010 304,964 1144p 1 November 2013 to 30 November 2013
Croda International Senior
Executive Share Option Schemes 2002 20,700 261p 13 March 2005 1o 12 March 2012
2003 255,730 230p 5 March 2006 to 4 March 2013
Croda International Long-term
Incentive Plan 2008 254,173 NIl 20 February 2011 to 19 February 2012
2009 329,519 Nil 18 February 2012 to 17 February 2013
2010 212,991 NIl 24 February 2013 to 23 february 2014
Croda International Bonus
Co-lnvestment Plan 2008 192,757 NE 1 May 2010
2009 337,923 NIl 30 April 2012
2010 220121 Nil 29 April 2013
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23 Share based payments

The impact of share based payment transactions on the Group's financial position 1s as follows

2010 2009
£m fm
Analysis of amounts recogmised in income statement
Charged in respect of equity-setlled share based payment transactions 29 20
Charged in respect of cash-settled share based payment transactions 129 49
158 69
Analysis of amounts recogmised in balance sheet
Liability 10 respect of cash-seltled share based payment transactions 105 46

The key elements of each scheme along with the assumptions employed to arnive at the charge in the iIncome statement are sel
out below Where apprapnate the expected volatiity has been based on historic volalility considening daily share price movements
over penads equal 1o the expected future hfe of the awards and the nsk free rale 15 based on the Bank of England’s projected

nominal yield curve with appropriate duration

Croda Savings-Related Share Option Scheme {*SAYE™)

The SAYE scheme, established in 1983, grants options annually n September to employees cf the Group at a fixed exercise price,
being the market price of the Company’s shares at the grant date discounted by up to 20% Employees then enter nto a savings
contract over three 1o five years and, subject to continued employment, purchase options at the end of the penod based on the
amount saved Options are then exercisable for a six month period following completion of the savings contract As the oplion Is
equity seitled, under IFRS 2 charges are only made in respect of options granted after 7 Noverber 2002 For oplions granted in the
year, the fair value per option granted and the assumptions used in the calculation of the value are as follows

Grant date 2010
Share orice at grant date 1431p
Exercise pnce 1144p
Number of employees 370
Shares under option 94,501
Vesting period 3 years
Expecled volatlity 35%
Option life 6 months
Expected [le -
Risk free rate 13%
Drvidend yield 17%
Possibility of forferdure 75%pa
Fair value per option at grant date 443p
Option pricing model Black Scholes
A reconciliation of option mavements over the period 1s as failows 2010 2009
weighted Weighted
average average
exercise exercise
Number price (p)  Number prce {p)
Outstanding at 1 January 733,800 478 919,477 411
Granted 94,501 1144 169,368 533
forfeited (30,207) 519 (50,988) 511
Exerased (394,461) 444 (304,051) 302
Outstanding at 31 December 403,639 664 733806 478
Exeraisable at 31 December 16,938 16,633
For optiens exercised 1n year, weighted average share price
at date of exercise 1387 747
Weighted average remaining life at 31 December (years) 22 20




23 Share based payments {continued)

Croda International Overseas Sharesave Scheme (“International”)

The International scheme, established in 1999, has the sarme aption pniang model, savings contracl and vesting perod as the SAYE
scheme Al exercise, employees are paid a cash equivalent for each optien purchased, being the dilference beiween the exercise
price and market price al lhe exercise date As the scheme 15 cash settled, IFRS 2 apphes to all oplions in existence during the year,

regardless of grant date

For aptions granted in the year, the fair value per eption granted and the assumnpttons used n the calculation of the value are as

follows
Grant date 2010
Share price at grant date 1431p
Exercise price 1144p
Number of employees 975
Shares under apticn 308,455
Vesling pernod 3 years
Expected volatlity 35%
Oplion Iife 1 month
Expecled life -
Risk free rale 10%
Dividend yield 15%
Possibility of forferture 75%pa
Fair value per option at 31 December 57%p

Cpuion pricing model

Black Scholes

A reconciiation of option movements over the period 15 as follows 2010 2009

Weighted weighted

average average

exercise exercise

Number price (p}  Number price {p}

Outstanding at 1 January 1,215,119 257 1,303,664 338

Granted 308,455 1144 317,222 533

Forferted (73,242) 529 (109,463) 474

Exercised {634,803) 475 (296,304) 312

Outstanding at 31 December 815,529 756 1,215,119 257

For options exercised in year, weighted average share price

at date of exercise 1399 756

Weighted average remaining life at 31 December (years) 20 16
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23 share based payments {continued)

Croda International Senior Executive Share Option Schemes (“Executive”)

The Group previously granted aptions 1o semior employees each year which are subject to satisfaction of performance conditions
before they can be exercised The performance conditions are discussed in detall in the directors” remuneration repori (page 32) As
with the SAYE scheme, the Execuive Scheme 1s equity settled and as a consequence only the options granted in 2003 (all within

the scope of IFRS 2 Mo further options will be granted under this scheme

A reconcihiation of option movements over the peried 15 as follows 2010 2009

weighted weighted

average average

exercise exercse

Number pice {p)  Number price {p)

Outstanding at 1 January 451,813 238 718,935 245

Forfered - - {2,299) 256

Exercised (154,768) 245 (264,823) 257

Outstanding at 31 December 297,045 234 451,813 238
Exerasable at 31 December 297,045 451,813

For options exercised 1n year, weighted average share price

at date of exercise 963 678

Weighted average remaining Iife at 31 December (years) 20 26

Croda International Long-Term Investment Plan (“LTIP"}

The LTIP was established 1n 2005 and granls no cost oplions to sentor employees which vest after three years dependent upon an
EPS performance related shding scale (non-market conditian) and the Group's totai shareholder return {(market condition) The LTIP 15
discussed 1n detail m the directors’ remuneration report {page 32) For aplions granted in the year, the fair value per option granted

and the assumptions used n the calculation of the value are as follows

Grant date

Share pnice at grant date
Nurber of employees
Shares under option
Vesling period

Option life

Expecied life

Dividend yield
Possitzihty of forfeiture
Fair value per oplior at grant date
Option pricing modet

Market condition

24 February 2010
900p

11

106,495

3 years

1 year

2 4%

3 5%

521p

Closed form valuation

Non-rmarket condition

24 February 2010
900p

"

106,496

3 years

1 year

2 4%

3 5%

838p

Closed form valuation

A reconcihation of option movements over the period 15 as follows

2010

Weighted

average

exercise

Number price (p)

2009

Weighted

average

exercise

Number pnce (p)

Outstanding at 1 January

862,61 -

760,657 -

Granted 212,991 - 329,519 -
txercised (229,901) - (227,565) -
Outstanding at 31 December 845,701 862,611

For options exercised 1n year, weighted average share price

at date of exerase 918 527
Weighted average remaining hfe at 31 December (years) 20 16




23 share based payments (continued)

Bonus Co-Investment Plan {“BCIP")

The BCIP was eslablished in 2005 and grants no cosl options to senior employees which vest after three years dependent upon a
performance related condition The BCIP 1s discussed in datail in the directars’ remuneratton reporl (pages 31 to 32) For options
granted in the year, Lthe fair value per opticn granied and the assumptions used in the calculation of the value are as follows

Grant date 29 Apnl 2010
Share price at grant date 990p
Number of employees 62
Shares under option 220,121
Vesting period 3 years
Dividend yicid 22%
Possibility of forferture 5 0%
Fair value per oplion at grant date 941p
A reconabation of option movements over the penad 15 as follows 2010 2009
weighted Weighted
average average
exercise exercse
Number price (p)  Number pnce (p)
Outstanding al 1 January 627,609 - 462,012 -
Granted 220,121 - 347753 -
Farfered (12,676) - (111) -
Exercised (84,253) - (182,045) -
Outstanding at 31 December 750,801 - 627,609 -
For aptions exerased in year, weighted average share price
at date of exercise 962 544
Weighted average remaining life at 31 December (years) 14 18

Croda International Share Incentive Plan ("$IP”)

The SIP was established in 2003 and has similar objeclives to the SAYE scheme in terms of increasing employee retention and
share ownership Under the SIP scheme, employees enter inio an agreement to purchase shares in the Company each month For
each share purchased by an employee, the Company awards a matching share which passes to the employee ailer three years'
service The malching shares are allocated each month at market value with this {air value charge being recognised in the income

staternent in full in the year of allocation
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24 Preference share capital

2010 2009
£000 £000
The authorised, ssued and fully paid preference share capital compnses
5 9% preference shares of £1 616 616
6 6% preference shares of £1 499 499
7 5% preference shares of £1 22 22
1,137 1,137

The preference shares have no redemption nghts and carry no voling nights other than in certain circumstances affecung the nghts
ol ihe preference shareholders, details of which are set out In the Company’s Articles of Association The three classes of preference
shares rank parn passu with each other but ahead of the ordinary shares on winding up Rights on a winding up are limited to
repayment of capital and any arrears of dividends

25 Shareholders’ funds

Investments 1n own shares represent the Croda International Plc Qualifying Share Qwnershup Trust (QUEST), Lthe Croda International
Plc Employee Benefit Trust (CIPEBT) and the Croda International Pl AESOP Trust {AESOP), which each hald shares purchased an
the open market to satisfy the future 1ssue of shares under the Group’s share option schemes As at 31 December 2010 the QUEST
was {inanced by a repayable on demand loan from the Company of £0 4m (2009 £2 2m) and held 0 1m (2009 © 2m) shares at
a cost of £0 4m (2009 £2 2m) with a markel value of £1 9m {2009 £16m) As al 31 December 2010 the CIPEBT was ftnanced by
a repayable on demand loan from the Cormpany of £4 6m (2009 £5 Om} and held 6 8m (2009 0 4m} shares at a cost of £4 6m
(2009 £50m) with a market value of £13 6m (2009 £3 6m)

As at 31 December 2010 the AESOP had tssued all its previousty hald shares, as financed by the Company, and thus had no residual
loan balance with the Company All of the shares held by the QUEST and CIPEBT were under oplion at 31 December 2010 and,
except for a nominal amount, the rnight to receive dividends has been waved

26 Non-controlling interests

2010 2009

£m £im

Al 1 January 17 20

Exchange differences 01 (02)

Profit for the year 02 02
Transfer to fully owned (07

Dividend paid to non-conirelling sharehelders (02) (03)

At 31 December 11 17

in Novernber 2010 the Group purchased its joint venture partners’ 40% share in PT Croda Indonesia Ltd for a cash consideration
of $16m At the date of purchase the valuation of this holding was £0 7m, therefore, a small amaount of goodwill of £0 3m was
generated on the transaction, which has been wntten ofi directly to reserves

27 Related party transactions

The Group has no related party transactions, with the exception of remuneration paid lo key management and dwectors which 1s
included in note 10



Croda-International Plc

Parent company financial statements

Pages 83 to 94 represent the separate financial statements of Croda
International Plc as required by the Companies Act 2006 (“the Act”)

These financial statements have been prepared in accordance with the
Act and UK accounting standards and are thus presented separately to the
Group financial statements which have been prepared in accordance with
International Accounting Standards
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Financial statements

Company independent auditors’ report -

Company independent auditors’ report to the members of Croda International Plc

We have audited the parent company financial statements of Croda International Plc for the year ended 31 December 2010 which
comprise the Company balance sheet, the Company accounting policies and the related notes The Inanaial reporting framework

that has been applied in their preparation 1s applicable law and United Kingdem Accounting Siandards (United Kingdom Generally
Accepled Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the directors’ responsibilities stalement the directors are responsible for the preparation of the parent
company linancial statements and for being satistied that they give a true and fair view Our responsibility (s to audil and express an
opinion on the parent company financial statements i accordance with applicable law and International Standards on Auditing (UK
and lreland) Those standards require us to comply with the Auditing Practices Board's Ethucal Standards far Audiiors

This report, ncluding the opimions, has been prepared for and only for the Company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no ather purpose We do not, in giving these apinions, accept or assume
responsibility for any other purpose or to any other persen to whom this repart 1s shown or into whose hands 1t may come save
where expressly agreed by aur prior consent in writing

scope of the audit of the financial statements

An audit Involves obtaiming evidence about the amounts and disclosures in the financial statements sufficient 1o grve reasonable
assurance that the financial statements are free from matenial misstatement, whether caused by fraud or errar This includes an
assessment of whether the accounting policies are appropriate lo the parent company's circurnstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and the overall
presentation of the financial stalements

Opinion on financial statements
In our opinion the parent company financial statements

* qgive a true and fair view of the state of the Company's affairs as at 31 December 2010,
* have been properly prepared in accordance with United Kingdorn Generally Accepted Accounting Practice, and
» have been prepared in accordance with the requirements of the Companies Acl 2006

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

* the part of the directors’ remuneration report to be audited has been properly prepared in accordance with the Companies Act
2006, and

# the information given in the directors’ report for the financial year for which the parent company financial statements are
prepared 15 consistent with the parent company financial statements

Matters on which we are required to report by exception

We have nothing 10 report In respect of the following matters where the Companies Act 2006 requires us to report to you if, i our
opinion

& adequate accounting records have not been kept by the parent company, or returns adequate for our audit have nol been
received from branches not visited by us, or

¢ the parent ccmpany financial staternents and the part of the directars’ remuneration report to be audited are not 1n agreement
with the accounting records and returns, or

o certain disclosures of directors’” remuneration specified by law are not made, or

¢ we have not received all the information and explanations we require for our audit

Other matter
We have reported separately cn the Group financial statements of Croda International Plc for the year ended 31 December 2010

Richard Bunter {Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Leeds

8 March 2011




Company balance sheet
at 31 December 2010°

193ys 2xuejeq Auedwe)

Note 2010 2009
tm fm
Fixed assets
Tangible assets C 15 25
lnvestments
Subsiciary undertakings b 4185 4310
Other £ 06 06
4206 4841
Current assets
Debtors F 126 151
Cash at bank and in hand 96 62
222 213
Creditors Amaunts falling due within one year 6 (518) (124 3)
Net current habilities (29 6) (103 0)
Total assets less current lrabilities 3910 3811
Creditors Amounts falling due after more than one year G (242 7) (245 4)
Net assets 1483 1357
Capital and reserves
Preference share capital 24 11 11
Ordinary share capital 22 140 140
Called up share capital 151 151
Share premium account J 933 933
Reserves J 399 273
Shareholders' funds 148 3 1357

Signed eon behalf of the Board who approved the accounts on & March 2011

tartin Flower Sean Christie E

chairman Greup Finance Diractor




Company accounting policies

Financial statements

Company accounting policies . :

The principal accounting policies adepted in the preparation of these financial statements are set oul below They have all been
applied consistently thegughout the year and the preceding year, unless otherwise stated

Accounting basis

The financial statements are prepared under the fistorical cost convention, as madified by the previous revatuation of properties, In
comgpliance with the provisions of the Companies Act 2006, the requirements of the Listing Rules of the Financial Services Authonily
and applicable United Kingdom Accounting Standards Whilst (he consslidated accounts have been prepared under IFRS, as required
by European law, the Company’s accounts continue io be prepared under UK GAAP as permitted

Land and buildings

In the past the Company’s principal praperties have been valued periodically by professional valuers on an open market, existing
use basis Following the Company’s adoption of FRS 15 1n 2001, no furlher revaluations will be carned out and previous book values
will be retained Notwithstanding the requirements of FRS 15, all fixed assets are wnitten down to their recoverable amount In

the event thal any impairment review carned out in accordance with FRS 11 indicates that the recoverable amount 1s less than

the carrying value The profit or loss on the disposal of land and bulldings ncluded in the profit and loss account represents the
difference between the net proceeds of sale and the net book amount

Depreciation

Tangible fixed assets are stated at cost or valuation less depreciation, where cost includes the onginal purchase price of the asset
and the costs attributable to bringing the asset to its working condition for 1ts intended use Depreciation 1s provided at rates
calculated ta wrile down the cost of all langible fixed assets, except freehold land, over therr estmated useful lives en a straight
line basis The estimated average life for each major asset category 1s

e Frechold bulldings - 15 ta 40 years

& Computers and cffice equipment - 3 (¢ 5 years
e Cars - 3 years

* Plant and machinery - 10 to 15 years

Leased assets
The cost of operating leases 1s charged io the profit and loss account on a straight ine basis over the term of the lease

Pensions

The defined benefil pension obligations of the Company are financed by contributions to separate funds As the Company 1s unable
to rehably and consistently measure 1ts share of the underlying assets and liabiities of the funds, the Company accounts as though
the funds were defined contntbution funds and charges contributions paid directly to the profit and loss account

Currency translations

Monetary assets and habilities are translated at the exchange rates ruling at the end of the financial period Exchange profits or
losses on trading transactions are included in the profit and loss account Other exchange differences ansing fram non-trading rtems
are dealt with through reserves

Financial instruments
The Company uses derivative financial instruments to hedge 1ts exposure to nterest rates and short-term currency rate fluctuations

Dervative financial nstrurnents are recorded initally at cost Subsequent measurement depends on the designation of the
instrument as either (1) a hedge cf the fair value of recogmised assets or liabilities or a firm commitment (fair value hedge), or (i) a
hedge of highly probable forecast transactions {cash flow hedge),

(1) Fair value heage

Changes in the fair value of denvatives, for example interest rate swaps and foreign exchange contracts, that are designated and
qualdy as fair value hedges are recorded in the income statement, together with any changes in the fair value of the hedged asset
or liabihity that are attnibutable to the hedged nsk

(1) Cash flow hedge

The effective portion of changes in the fair value of dervatives that are designated and qualify as cash flow hedges are recognised
in equity The gain or loss relaling to the ineffeclive portion 1s recognised immedialely 1n the income statement  Armounts
accumulated in equity are recycled in the income statement in the penods when the hedged item will affect profit or loss (for
instance when the forecast sale that i1s hedged lakes place) However, when the forecast transaction that 1s hedged resuits in the
recognition of a non-financial asset {for exarmnple, nventory) or a hability, the gains and losses previously deferred in equity are
transferred from equity and included in the initial measurement of the cost of the asset or kabiity When a hedging instrument
expires or 1s sold, or when a hedge no longer meets the critena for hedge accounting, any cumulative gain or oss existing in equity
at that me remains in equity and 15 recognised when the forecast ransaclion is ulimalely recegrused in the income statement
When a forecast transaction 15 no longer expected to occur, the cumulative gain or loss thal was reported in equity 1s iImmediately
transferred to the income stalement

Certain dervative instruments do not qualify fer hedge accounting Changes in the fair value of any denvative instruments that do
rot qualify for hedge accounting are recognised immediately 1n the income statement




Employee share ownership trusts

Shares acquired by the trustees, funded by the Company and held far the continuing benefit of the Company are shown as a
reduction n shareholders” funds Movements in the year ansing from additional purchases by the irustees of shares or the receipt
of funds due 1o the exercise of oplions by employees are accounted for within reserves and shown as a movement in shareholders’
funds 1n the year Administration expenses of the trusts are charged to the Company’s profit and loss account as sncurred

Share based payments

Share based incentive schemes are accounted for 1n accordance with IFRS2 Share-based Payments’, which requires an expense
to be recognised in the income statement over he vesting penod of the options The expense 1s based on the fair value of each
instrument which s calcutated using the Black-Scholes or binormial model as appropriate Any expense 1s adjusled to reflect
expected and actual levels of options vesting, as market-based performance critena are not used

Dividends

All drvidends, including preference dividends, are recognised as a hability when the hability 1s wrevocable Accordingly, Tinal
dividends are recognised when approved by shareholders and intenim dividends are recognised when paid

Taxation

The charge far laxalion s based on the profit for the year and takes inlo account taxatien deferred because of termporary differences
between the treatment of certan items for taxation and other accounting purposes Temparary differences arise fram the inclusion
of profits and losses in the accounts in different penods from which they are recagmnised in tax assessments and pnmarily arise as a
result of the difference between tax allowances on langible fixed assets and the corresponding depreciation charge Full provision
1s made for the tax effects of these differences No provision 1s made for unremitted earnings of foreign subsidianes where there

15 N0 commitment ta remit such earnings Simifarly, no provision s made for temporary differences relating to investments in
subsidianies since realisation of such differences can be contralted and 1s not probable in the foreseeable fulure Deferied lax assets
are recognised 1o the extent that 1t 1s prabable that future taxable profit will be available against which the temporary differences
can be utilised All taxation s calculated on the basis of the tax rates and laws enacled or substantively enacled at the balance
sheet date

Borrowings

Borrowings are recognised inttially at farr value, net of transaction costs incurred Any difference between the praceeds {net of

transaction ¢osis) and the redemption value 15 recognised m the income statement over the pernod of the borrowings using the
effective interest method Borrowings are classified as current liabiliies unless the Company has an uncenditicnal nght to defer
settfernent of the hability for at least 12 months after the balance sheel date

Trade and other debtors

Trade and other debtars are recogrnised insally at fair value and subsequently measured at amortised cost, using the effective
Interest method, less impairment losses

Investments
Shares in subsidhary undertakings

Shares in subsidiary undertakings are smitially stated at cost Provision 1s made where, in the opimion of the directors, a permanent
diminution in value has occurred

Unguoted securities
Investments In unquoted securttes are carmed at far value unless such value cannot be rehably measured, in which case the
Investments are carried at cost

Financial nsk factors

The Group accouniing policy for financial nisk factors 15 also relevant to the preparation of the Cormpany financial statements and 15
disclosed on pages 55 and 56
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Notes to the Company accounts

A Profit and loss account

Of the Group's profit for the year, £38 5m (2009 £28 7m) 1s dealt with in the profit and loss account of the Company which was
appraved by the Board on 8 March 2011 but which 1s not presented as permitted by s 408 Compantes Act 2006 Included in the

Company profit and loss account 1s a charge of £0 1m (2009 £0 1m} in respect of the Company’s audit fee

B Retirement benefit obligations

The Company’s cmployees are members of the UK defined benefit schemes, details of wiich are disclosed 1n note 12 to the Group
accounts Whils: the Group reports under IFRS, the UK GAAP equivalent figures for the UK schemes would not be sigmificantly
different As the Company 1s unable to identify its share of the underlying assets and liabilities of of the schemes, due mamly

to changes 1 the Group’s corporate structure over the years, the Company has accounted as though the schemes were defined
contnbution schemes and has charged the contnbutions paid each year Lo the profit and loss account

¢ Tangible fixed assets

land and  Plant and
buildings equipment Total
£m fm £fm
Cost ar valuation
Al 1 January 2010 29 13 42
Additiens - 03 03
Disposals - {02) (02)
Transfer to other Group company (0 8) (0 8)
At 31 December 2010 21 14 35
Depreciation
Al 1 January 2010 11 06 17
Charge for year 02 02 04
Disposals - (0 1) {0 1)
At 31 December 2010 13 07 20
Net book amount
At 31 December 2010 08 07 15
Al 31 December 2009 18 07 25
2010 2009
fm £m
Net book ameunt of land and buildings
Freehold 08 18
Historical cost of land and bulldings
Cost 03 12
1988 valuatigns 18 18
Al 31 December 21 30
Revaluation surpluses (11} {11)
Restated to histonical cost 10 19
Deprecialion (08) (07)
Histoncal net book amount -
At 31 December 02 12




D Subsidrary undertakings

Shares Loans Total
fm £m £m
Cost less amounts written off
AL 1 January 2010 2588 2222 4310
Exchange differences (16} {(16)
Conversion of loan capital to equity investment 10 4 (10 4)
Additions 08 08
Amounls repaid (617) (617)
At 31 December 2010 2700 148 5 4185
The principal subsidiary undertakings are listed on page 95
The directors believe thal the carrying value of the investments 1s supported by therr underlying net assets
E Investments
Other
investments
£em
Cost or valuation of net equity
Al 1 January 2010 and 31 December 2010 06
Other investments comprise equity secunties dassified as avallable-ior-sale and are included at cost, as fair value cannot be
measured reliably, or iIf quoted on an active market, at markel value
F Debtors
2010 2009
fm £&m
Amaunis owed by Group undertakings 16 11
Corporate taxation 26 71
Other debtors 10 33
Prepayments 04 06
126 151
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G Creditors

2010 2009
fm £m

Amounts falling due within one year
Borrowings (note H) 383 109 2
Trade crediiors 03 03
Taxation and social secunty 08 12
Other creditors 59 59
Accruals and deferred income 43 55
Amounts owed to Group undertakings 22 22
518 1243

Amounts falling due after one year

Borrowings {note H} 2106 2259
Amounts owed Lo Group underiakings 321 195
2427 2454

H FRinanaal instruments and habilities

The Company’s objectives, polictes and strategies 10 respect of financial Instruments are outhined in the accounting pelicies nate on
page 85 which forms part of the annuat report and accounts Shorl term debtors and creditors have been excluded from all of the
following disclosures

2010 2009
£m fm
2010 Club facility due 2015 2106
Syndicated acquisition funding - 2559
Interest rate swaps - 03
Bank loans and overdrafts repayable on demand 383 789
2489 3351
Repayments fall due as follows
within one year
Syndicated acquisition funding - 300
Interesi rate swaps - 03
Bank loans and overdrafls 383 789
383 109 2
After more than one year
Loans repayable
Within one to lwo years . 2259
within two Lo five years 2106 -
2106 2259

Financial hiabilities

The interest rate swaps held by the Company to hedge aganst the Group’s USS fixed rate debt and against 1he {loauing rate
acquisiian funding expwed on 31 January 2010 Details are given 1n note 20 of the Group accounts As required under UK GAAP, the
farr value of the swaps was recogmsed on the Company balance sheet in 2009




| Share based payments

The total charge for the year in respect of share based remuneralion schemes was £3 4m (2009 £2 0m) in addition, as the
Company has Issued oplions aver its own shares to employees of ils subsidiary compares, the Company has to increase the cost of
Its Investrment in the relevant subsidiary by the fair value af the oplions granted

The key elements of each scheme along with the assumpuons employed to arnve at the charge in Lthe income statement are set
out below Where appropriale the expected volaulity has been based on historic volatidity considening daily share price movemenls
over penods equal 1o the expected future Iife of the awards and the nisk free rate 15 based on the Bank of England’s projected
nominal yield curve with appropriate duration

(roda Savings-Related Share Option Scheme (“SAYE™)

The SAYE scheme, established sn 1983, grants options annually in September to employees of the Group at a Iixed exercise price,
being the market price of the Company’s shares at the grant date discounted by up te 20% Employees then enter inlo a savings
contract over three to five years and, subject to continued emplayment, purchase options at the end of the perod based on the
amount saved Oplions are then exercsable for a six month period following completion of the savings contract As the oplion 1s
equity seliled, under IFRS 2 charges are only made in respect of options granted after 7 November 2002 For oplions granted i the
year, the fair value per option granied and the assumptions used in the calculation of the value are as follows

Grant date 2010
Share price at grant date 1431p
Exercise price 1144p
Number of employees 370
Shares under option 94,501
Vesting period 3 years
Expected volatility 35%
Option hife 6 months

Expected Iife -

S)UNOYR
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Risk free rale 13%

Owidend yreld 1 7%

Possibility of forfeiture 75%pa

Fair value per oplion at grant date 443p

Option pricing model Black Scholes

A reconciliation of optien movements over the penod 1s as follows 2010 2009

weighted weighted

average average

exercise exeruse

Number price {p)  Number price (p)

Outstanding al 1 January 733,806 478 919,477 411

Granted 94,501 1144 169,368 533

Forfeited (30,207) 519 (50,988) 519

Exercised (394,461) 444 (304,051) 302

Outstanding at 31 December 403,639 664 733,806 478
Exerasable at 31 December 16,938 16,633

For options exerased n year, weighted average share price
at date of exercise 1387 747

Weighted average remaining life at 31 December (years) 22 20
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I Share based payments (continued)

Croda Internattonal Overseas Sharesave Scherme (“International™)

The Intetnational scheme, eslablished in 1999, has the same oplion pricing modal, savings contract and vesting perod as the SAYE
scheme At exercise, employees are patd a cash equivalent for each option purchased, being the difference between the exercise
price and market price at the exercise dale As the scheme 1s cash setiled, IFRS 2 apphes to all oplions in existence during the year,

regardless of grant date

For options granted n the year, the lair valug per option aranted and the assumptions used in the caleulation of the value are as

follows
Grant date 2010
Share price at grant date 1431p
Exercise price 1144p
Number of employees 975
Shares under aplion 308,455
Vesting penod 3 years
Expected volatihity 35%
Option life 1 month
Expected Ife -
Risk free rate 1 0%
Dividend vield 150
Possibility of forfeiture 75%pa
Farr value per oplion at 31 December 579p
Option pricing model Black 5choles
A reconcihation of option movements over the pericd 1s as follows 2010 2009
Weighted Weighted
average average
exercise exercise
Number pnce {(p)  Number prce (p)
Outstanding at 1 January 1,215,119 257 1,303,664 338
Granted 308,455 1144 317,222 533
Forfeited (73,242) 529  (109,463) 474
Exercised (634,803) 475 (296,304) 312
Outstanding at 31 December 815,529 756 1,215,119 257
For options exerased In year, weighted average share price

at date of exercaise 1399 756

Weighted average remaining life at 31 December (years) 20 16




| Share based payments {continued)

Croda Internatienal Senior Executive Share Option Schemes (“Executive”)

The Group previously granled oplions to senior emplayees each year which are subject lo satisfaction of performance conditions

before they can be exercised The performance conditions are discussed in delail in the direclors’ remuneration report {page 32) As

with the SAYE scheme, the Executive Scherne 15 equity setlled and as a consequence enly the options granted 1in 2003 fall within

the scope of IFRS 2 No further aptions will be granted under this scheme

A reconcihation of option mavements aver the pernod is as follows 2010 2009

Weighted weighted

average average

exercise exercse

Number price (p}  Number price {p)

Outstanding at 1 january 451,813 238 718,935 245

Forfeited - - (2,299) 256

Exercised (154,768) 245 (264,823) 257

Gutstanding at 31 December 297,045 234 451,813 238
Exercisable at 31 December 297,045 451,813

For options exeraised in year, weighted average share price

al date of exercise 963 678

weighted average remaining hife at 31 December (years) 20 26

Croda International Long Term Investment Plan ("LTIP")

The LTIP was established in 2005 and grants ne cost aplions to senior employees which vest after three years dependent upon an

EPS performance related shiding scale {(non-market conditien) and the Group’s total shareholder return (markel condition) The LTIP 1s
discussed in detail n the directors’ remuneration reporl {page 32} For oplions granted in the year, the fair value per oplion granted

and the assumptions used in the calculation of the value are as foliows

Grant date

Share price at grant date
Number of employees
Shares under option
Vesting pered

Option life

Expecled life

Dividend yield
Possibility of forfeiture
Fair value per oplion at grant date
Option pricing model

Market condition
24 February 2010
200p

1h

106,495

3 years

1 year

2 4%

35%

521p

Closed form valuation

Non-market condition
24 February 2010
900p

11

106,496

3 years

1 year

2 4%

35%

833p

Closed form valuation

A reconcihation of option movements over the pertod 1s as follows 2010 2009

Weighted Weighted

average average

exercise exercise

Number price (p}  Number price (p}

Outstanding al 1 January 862,611 - 760,657 -

Granted 212,991 - 329,519 -

Exercised (229,901) - (227.565) -
Outstanding at 31 December 845,701 862,611

For options exercised in year, weighted average share price

at date of exercise 918 527

Weighted average remaining life at 31 December (years) 20 16

SJunoIe
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| Share based payments {continued)

Bonus Co-Investment Plan (“BCIP™)

The BCIP was established in 2005 and grants no cast options 1o senior employees which vest after three years dependent upon a
performance related condition The BCIP 15 discussed in detail i ihe directors’ remuneration report (pages 31 1o 32) For oplions
granted in the year, the fair value per option granted and the assumptions used in the calculation of the value are as follows

Grant date 29 Apnl 2010
Share price at grant date 990p
Number of employees 62
Shares under option 220121
Vesting period 3 years
Dividend yield 22%
Possiuhity of forferture S 0%
Fair value per option at grant date 941p
A reconciliation of aption movements over the petiod 15 as follows 2010 2009
weighted Weighted
average average
exercise exercise
Number price (p)  Number price (p)
Qutistanding at 1 January 627,609 - 462,012 -
Granted 220121 - 347,753 -
Forfeited {12,676) - (111} -
Exercised (84,253} - (182,045} -
Outstanding at 31 December 750,801 - 627,609 -
For options exercised In year, weighted average share price
at date of exeraise 962 544
Weighted average remaining life at 31 December {years) 14 18

Croda International Share Incentive Plan {“SIP")

The SIP was established in 2003 and has similar objectives to the SAYE scheme in terms of increasing employee retention and
share ownership Under the SIP scheme, employees enter into an agreement 1o purchase shares in the Campany each monih For
each share purchased by an employee, the Company awards a matching share which passes to the employee after three years’
service The matching shares are allocated each month at market value with this fair value charge being recognised in the income

statement in full i the year of allocation




| Reserves

Share Capntal Profit
premwum  redemgtion Revaluation and loss
account reserve reserve account Total %
£m £m £m £m £m 3
o=
AL 1 January 2010 933 09 21 243 1206 5=
m
Pradit for the inancial year - - 385 385 5 A
w o
Other gains and losses - - 15 15 %
Dwidends - - (337)  (337) =
Share based payments - - 472 42
Consideration recewved for sale of own shares
(held in trust} - - 21 21
At 31 December 2010 933 09 21 369 1332

Details of nvestments in cwn shares are disclosed n note 25 of the Group accounts

K Contingent hiabilities

The Company has guaranteed loan capital and bank overdrafts of subsidiary undertakings amounting to £69 1m (2009 £54 1m)

L Dividends

Detalls of grmidends are disclosed in note 9 of the Group accounts




Principal subsidiary
companies

Other information

Principal subsidiary companies

Pnincipal operating companies

[

Incorporated and/or
prinupally operating In

Group beneficial
interest %

Croda Europe Ltd! UK 100
John L Seaten & Co Lid UK 100
Croda Argentina SA Argentina 100
Croda Australia Australia 100
Croda Belgium BVBA Belgium 100
Croda do Brasil Lidat Braal 100
Croda Canada Lud Canada 100
Croda Chile Lida Chile 100
Croda China Trading Company Lid China 100
Croda Trading (Shanghai) Co, Ltd China 100
Croda Colombia Colombta 100
Croda France SAS France 100
Crodasam SAS France 300
Sederma SASt France 100
Croda Chocques SAS! France 100
Croda GmbH Germany 100
Croda Hong Kong Company Litd Honrg Kong 100
Croda Chermicals {India) Pyt Ltd™t India 100
PT Croda Indonesia Ltdt Indonesia 100
Croda italiana SpA Italy 100
Croda Cremona SRLT laly 100
Croda Japan Kkt Japan 100
Croda Mexico SA de CV Mexico 100
Croda Nederland B V Netherlands 100
Croda Peruana S A € Peru 100
Croda Poland Sp z oo *® Poland 100
Croda Russia Russia 100
Croda Singapore Pte Ltd"f Singapore 100
Croda (5A) Pty Lid South Afnca 100
Croda Korea Soulh Korea 100
Croda lberica SA Spain 100
Croda Nordica AB sweden 100
Croda (Thailland) Co, LId* Thailand 100
Croda Mddle East UAE 100
Croda Inct USA 100
Croda Zimbabwe (Pvt) Lid Zimbabwe 100
Pnincipal holding companies

Croda Chernicals International Ltd* UK 100
Croda Qverseas Holdings L1d* UK 100
Croda Holdings France SAS France 100
Croda Investments Inc USA 100

* Companies owned directly by Croda International Plc
Companes incorporated n the UK are registered in England

All companies are involved in the sale of chermicals Those companies indicated with T are alse involved in manufactuning activities
Full details of investments m subsidiary undertakings will be attached to the Company’s annual return made lo the Registrar ol
Comparies Those not listed above were either not trading or nol matenial




Shareholder information

1

Operating heads

David Barraclough
Miguel De Bellis
Steve Fools

Kevin Gallagher
Keith Layden
Kevin Nutbrown

Corporate calendar

2011 Annual General Meeting

2010 Final crdinary dividend payment
2011 Half year results announcement
2011 Intenim ordinary dividend payment
2011 Preference dividend payments

2011 Ful! year resulls announcement

President - Asia Pacific

President - Latin Amernica

President - Europe

President - North America

President - Actives & Enterprise Technology

President - Global Operations

28 Apnl 2011

3 June 2011

28 July 2011

7 October 2011

30 june 2011

30 December 2011
February 2012

Analysis of ordinary sharehclders as at 22 February 2011

Mumber of holders

Number of shares

% of
1ssued capital

By stze of holding

1-1,000 1,836 449,290 032
1,001 - 5,000 2,104 2,274,199 163
5,001 - 10,000 730 2,340,006 167
10,001 - 50,000 229 1,615,986 115
50,001 - 100,000 241 5,701,209 407
100,001 - 500,000 84 6,152,428 440
500,001 - upwards 204 121,416,851 8676
5,428 139,949,969 100 0C
By type of holder
Private holders 3,401 7,752,370 554
Institutional and corporate holders 2,023 128,607,649 9190
Treasury shares 1 2,637,530 188
Shares held in Croda trusts 3 952,420 068
5,428 139,949,969 100 00

Investor relations

Sharehglders can now get up to date information on Stock Exchange announcements, key dates in the corporale calendar, the
Croda share price and brokers’ estimates by wvisiting our corporate web site at www creda com and clcking on the section called

“Investor”

Shareholders can receive shareholder communications electronically by regrstenng on the Registrars’ website,
www capitashareportal com and following the instructions To register, shareholders wil require their mvestor code (IVC) this 1s

an 11 digit number starting with either five or six zeros and can be found on your dividend tax voucher or your share certilicate

Recerving corporate communicalions by email has a number of benefits including being more environmentally fuendly, reducing
unnecessary waste, faster notthication of information to shareholders and eveniually leading to a reduction in company costs

shareholders who 1egisler on the above website can also check their shareholding, view their dividend history, elect foi the
dividend reinvestment plan, reqister changes of address and dividend mandate istructions

uolewW IojUl 12pjoYyaIeYS



Shareholder information

Other mformation

Shareholder information

~

Share price information

As welt as being available on our website, the latest ordinary share price 1s available on the Lendon Stock Exchange website al
www londenstockexchange com, the Financial Times Citylne service (0905 817 1690) (calls cost 75 pence per minute from a BT
landline and the average duration +s 1 minuie per stock) or via the BBC's broadcast leletexl service

The middle market values of the listed share capital at 31 December 2010, or last date traded”, were as follows

Ordinary shares 1616p
5 9% preference shares s0p*
6 6% preference shares 90p”

Capital gans tax
The markel values of the lisied share capital at 31 mMarch 1982 were as follows

Ordinary shares 775p
Deferred ordinary shares 40 5p
5 9% preference shares 42 5p
6 6% preference shares 47 5p
7 5% preference shares {estimated) 45 0p

Owvidend Reinvestment Plan (“DRIP™)

Ordinary shareliolders may wish to know about this plan, which allows you to use your dividends to buy furlher shares in Croda

The DRIP 1s administered by Capita IRG Trustees Lid {"CIRGT™) CIRGT wall instruct the broker to buy shares on the dividend payment
date al the then current markel price Any <ash left over which 1s insufficient to purchase a whole share will be carmed forward and
held, without interest, in a client money bank account The ORIP commussicn charged to the sharehalder 15 1% of the purchase price
of the shares, with a minimum charge of £2 50 This 1s exclusive of stamp duty reserve tax al 0 5% ai the deal value Should you
wish to apply you should request an application pack by lelephoning 087 | 664 0381 (calls cost 10p per minute plus network extras,
lines are open $ 00am 10 5 30pm, Monday to Fnday) or, if calling from overseas, +44 20 8639 3402, alternatvely you can email
shares@capitareqistrars com

Overseas shareholders

Capila has an International Payment Service that allows you to receive your dividend payments in your local currency, sent directly
to your focal bank account - polentially saving you time and money Further details are avallable from Shareholder Admimistration,
Capila Regisirass, The Registry, 34 Beckenham Road, Beckenhamn, Kent BR3 4TU, telephone UK 0871 664 0386 {calls cost 10 pence
per minuie plus network extras, lines are open 9 00am to 5 30pm, Monday to Friday) or +44 20 8639 3405 (from outside the UK)
or by logging on to www capilaregistrars com/inlernational

Share dealing
Share dealing services are available for shareholders to cither sell or buy Croda ordinary shares For further information on these
services, please contacl

UK shareholders only - Capita Share Dealing Services

www capitadeal com {on-line dealing)

0871 664 0446 {ielephone dealing) - calls cost 10p per munute plus network extras, ines are open 8 00am io 4 30pm, Monday 10
Friday

UK & overseas shareholders - Slocktrade
Telephone dealing 0845 601 0995 (non UK +44 131 240 0414) quoling reference Low (00238
For further information visit www stocktrade <o uk/Croda

Refating to beneficial owners of shares with ‘information nghts’

Please note (hat beneficial owners of shares who have been norminated by the registered holder of those shares to recerve
information nghts under sechion 146 of the Companies Act 2006 are required to direct all cemmunications to the registered holder
of their shares rather than to the Company’s registrar, Capila Registrars, of 1o the Company direclly




Warning to shareholders

In recent years many companies have become aware that their shareholders have received unsolicited phone calls or
carrespondence concerning investment matters These are typically from overseas based “brokers” wiw largel UK shareholders
offering 1o sell them whal often turn oul lo be worthless or high nisk shares in US or UK investments These operations are
cammonly known as “boiler rooms” These “brokers” can be very persisient and extremely persuasive and a 2006 survey by

the Financial Services Authority (“FSA™) has reporied that the average amount lost by investors s around £20,000 1115 nat just
the novice investor that has been duped n this way, many of the vicims have been investing successfully fer several years
Shareholders are advised lo be very wary of any unsolicited advice, offers 10 buy shares at a discount or offers of free reports 1nto
the Campany

If you recelve any unsolicited investment adwvice

& Make sure that you get the correct name of the person and organisation

e Check that they are properly authonised by the FSA before getting nvolved You can check at www fsa gov uk/reqgister

® The FSA also maintains on 1ts websile a list of unauthonsed overseas firms who are targeting, or have targeled, UK investors
and any approach from such crganisations should be reported 1o the FSA so that this Lisl can be kept up to date and any other
apprepniate actien can be considered If you deal with an unauthonsed firm, you would nol be eligible to recerve payment under
the Financial Services Compensalion Scheme The FSA can be conlacted by completing an online form at
www [sa govuk/pages/daing /requlated /law falerts /overseas shiml

Detalls of any share dealing factlities that the Company endorses will be included i Company mailings
More detalled information on this or similar activity can be found on the FSA website www fsa gov uk /consumer

Secretary and reqistered office

A L Scott (Company Secretary)

Cowick Hall, Snaith, Goole, East Yorkshire DN14 9AA
Tel +44 (0}1405 860551

Fax +44 (D)1405 861767

website www croda com

Registered in England number 206132

Reqistrars

Capita Reqstrars

The Reqistry, 34 Beckenham Road, Beckenham, Kent BR3 4TU

Tel 0871 664 0300 (from UK} calls cost 10p per minute plus network extras, lines are open & 30am lo S 30pm, Monday to Friday
+ 44 20 8639 3399 (from cverseas)

Fax 01484 601512{from UK)

+ 44 1484 601512 {from overseas)

Website www capitareqistrars com

E-mai shareholder services@capitaregistrars com

Auditors
PricewaterhouseCoopers LLP

Merchant bankers
UBS Limited

salicitors
Eversheds LLP

stockbrokers

UBS Limited
Morgan Stanley & Co International plc

Pension fund managers

BlackRock Adwisors (UK) Limited

CB Richard Hiis Collective Investors Limited
£dinburgh Pariners Limited

Independent Franchise Partners LLP

Innisfree Lirmited

Legaf & General Investment Managerment
Macquarie Capital Funds {Europe) Limited
Rackspring Hanover Real Eslate Investment Management Limited
Schroder Investment Kanagement Limited
SteelRiver Offshiore nfrastructure Associates Limtied
UBS Global Asset Managerncnt (UK) Lirited

Consulting actuanes
Towers Watson
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5 year record

Other information

5 year record i -
»
2010 2009 2008 2007 2006
£m £m £m £m fm
Turnover 1,001 9 8275 9111 804 8 480 1
Operaling profil 198 & 1215 i126 8310 597
Profit before tax 1923 1080 963 608 525
Profit alter tax 1298 727 648 402 350
Profil atinbutable to ordinary shareholders * 1307 237 609 872 79
% L] % G %
Operating profit as a % of turnover ** 198 147 124 103 124
Relurn on invested capital (ROIC) ** 193 105 98 81 69
Effective 1ax rate 325 327 320 339 333
pence pence pence pence pence
Earnings per share ™ 946 50 2 517 371 289
Dividends per share 3500 2150 1975 1575 14 30
times times times times times
Net debt /EBITDA ™ 10 19 26 23 33
EBITDA Interest cover ** 367 11 94 58 42
* Total Group figures, all ather {igures are conlinuing operations only
** 2006 pro-forma full year Unigema
Earnings exclude exceptional ttems (n order to present a clearer year on year comparison
Ssummarised balance sheet
2010 2009 2008 2007 2006
£m £tm £m £m £Em
Fixed assets 5369 556 3 608 5 5558 5515
Stock 164 6 148 9 2019 1614 1335
Debtors 146 2 1590 1858 186 4 1925
Creditors (183 3) (182 9) {184 5) (178 8) (198 4)
Other 06 - 11 16 20
Capital employed 6650 6813 3128 7264 6811
Dividends, lax, provisions and other (227) (311} (60 9) (814) (64 9)
Pension fund habihty (147 8) (203 5) (88 5) (59 3) {1599)
4945 4467 663 4 5857 4563
Shareholders’ funds 2731 156 5 2633 2i80 1245
Non-controlling interests 11 17 20 17 19
2742 158 2 2653 2197 126 4
Net debt 2203 2885 3981 366 0 3299
494 5 4467 6634 5857 4156 3
Geanng (%) 803 182 4 150 1 166 6 2610




Croda International Plc
Cowick Hall Snaith
Goole East Yorkshire
DN14 9AA England

Tel +44 (0)1405 860551
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